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APPLICATION OF UNION ELECTRIC COMPANY FOR
AMENDMENT OF LICENSE NO. NPF-30 AND SAFETY EVALUATION

I. INTRODUCTION
i

Union Electric Company (" Union Electric") is the holder of

Facility Operating License No. NPF-30 (" License") for Callaway
;

Plant Unit No. 1 ("Callaway"). It has entered into a merger |

agreement with CIPSCO Incorporated ("CIPSCO") which provides for '

Union Electric to become a wholly-owned operating company of

Amoren Corporation ("Ameren"), a registered public utility

holding company under the Public Utility Holding Company Act of i

1935, as amended ("the 1935 Act"). By this Application, Union

Electric requests that the License be amended, pursuant to 10

C.F.R. S 50.90 to reflect Union Electric's status as an operating

company subsidiary of Amaren.

The Agreement and Plan of Merger among Union Electric,

CIPSCO, Amaren, and Arch Merger, Inc., dated August 11, 1995

("the Merger Agreement"), is attached as Exhibit 1. Pursuant to

the Merger Agreement, Union Electric, Central Illinois Public

Service Company ("CIPS") (CIPSCO's principal utility operating

subsidiary) and CIPSCO Investment Company (CIPSCO's subsidiary

for conducting non-utility businesses) will become wholly-owned

operating subsidiaries of Ameren.

. Union Electric, a Missouri corporation, is the largest

electric utility in Missouri. It supplies electric service to

customers in its service territories in Missouri and Illinois
i

having an estimated population of 2,600,000 within an area of
'

approximately 24,500 square miles, including the greater St.

Louis area. In addition, Union Electric supplies natural gas

''
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service to the public in ninety- (90) Missouri communities, and in
,

Alton, Illinois and vicinity.
I

CIPSCO, an Illinois corporation, is the parent holding

company of CIPS, CIPSCO's principal utility operating subsidiary. |

CIPSCO conducts its non-utility businesses through a second

subsidiary, CIPSCO Investment Company ("CIC") , an Illinois
Icorporation. CIPS serves 317,000 retail electric customers and '

166,000 natural gas customers in its 20,000 square mile central

and southern Illinois service territory having an estimated
.

population of 820,000.

Ameren is a Missouri corporation fifty percent (50%) of
which is owned by each of Union Electric and CIPSCO. Ameren was j

i

j formed by Union Electric and CIPSCO for the purpose of effecting i

; the transactions contemplated by the Merger Agreement. After the

merger, Ameren will be the holding company for Union Electric,
CIPS, and the other subsidiaries of CIPSCO. 'Ameren will be a

j public utility holding company registered under the 1935 Act.

The principal executive office of Ameren will be located at 1901

Chouteau Avenue, St. Louis, Missouri 63103.

Arch Merger, Inc. is a Missouri corporation wholly-owned by

Ameren which was created to effect the Union Electric merger. It

has no operations except as contemplated by the Merger Agreement.

Callaway is a nuclear powered generating facility which is
solely-owned and operated by Union Electric in accordance with

the License. After the merger, Union Electric, as a subsidiary

| of Ameren, will continue to own and operate Callaway.
|
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II. THE MERGER
|

The Merger Agreement provides for two separate mergers ("the
Merger").

A. The Union Electric Merger in which Arch Merger, Inc.
| will be merged with and into Union Electric with Union Electric
|

| to be the surviving corporation, and

B. The CIPSCO Merger in which CIPSCO will be merged with

and into Ameren with Ameren to be the surviving corporation.
The surviving corporate structure will have Ameren as the

holding company with Union Electric, CIPS and CIPSCO Investment

Co. as subsidiaries.
|

| Pursuant to the Merger Agreement, each outstanding share of

Union Electric Common Stock, with some exceptions as specified in
Exhibit 1, will be exchanged for one share of Ameren Common i

Stock. Each share of Union Electric Preferred Stock, with some

exceptions as specified in Exhibit 1, will remain outstanding and
unchanged. Each share of CIPSCO Common Stock, with some

| exceptions as specified ir. Exhibit 1, will be exchanged for 1.03

shares of Ameren Common Stock. As a result of the Merger, the

common shareholders of Union Electric and CIPSCO immediately
| prior to the Merger (except for the holders of Union Electric

| Dissenting shares) will all be common shareholders of Ameren

immediately upon the consummation of the Mergers. |

The Merger will have no effect on the operation of Callaway

| or the provisions of its License. Union Electric will continue

to own and operate Callaway after the Merger, as required by the License.
4
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l
Proxy materials were distributed to the shareholders of

|
Union Electric and CIPSCO on November 13, 1995. Special meetings I

of the shareholders of Union Electric and CIPSCO were held on
December 20, 1995. The shareholders of both companies approved

the Merger Agreement.

In addition to this Application, other applications, reviews
or proceedings regarding the Merger are pending before the

I

Federal Energy Regulatory Commission ("FERC"), the Missouri

Public Service Commission ("MPSC"), and the Illinois Commerce

Commission ("ICC"). Also, an application will be filed in the

near future with the Securities and Exchange Commission ("SEC")

.
regarding the Merger.

|

The information required to be included in an application to I

; amend a license pursuant to 10 C.F.R. S 50.90 is stated below.1
This information demonstrates that the requested consent is

consistent with applicable provisions of law, NRC regulations and

L NRC orders. Antitrust information is set forth in Section V
below.

III. DESCRIPTION OF PROPOSED CHANGE
l

| The Merger requires no change in the design or operation of |

! Callaway. Furthermore, the Merger does not require any change to

the Technical Specifications for Callaway. However, after the

| Merger, Union Electric will become a wholly-owned operating

i Since Union Electric will continue to own and operate
| Callaway after the Merger, no transfer of the License is
; necessary pursuant to 10 C.F.R. S 50.80. However, this
! application proposes an amendment to reflect in the License Union

| Electric's status as an operating company subsidiary of Ameren.

4
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| subsidiary of Ameren. Therefore, the Merger may be deemed to
|

effect a change in the control of the owner of Callaway, Union
Electric. Accordingly, this Application requests the License be

amended to reflect the effective change in control of the owner

of Callaway, Union Electric, as a result of the Merger. |

With regard to the amendment of the License, Union Electric

specifically requests the NRC to add a footnote after the words

" Union Electric Company" in Paragraph 1.A of NPF-30 which states:

"As of the closing of the Merger contemplated by the,

! Agreement and Plan of Merger, by and among Union
Electric Company, CIPSCO Incorporated, Ameren
Corporation and Arch Merger, Inc., dated August 11,
1995, Union Electric Company is a wholly-owned
operating subsidiary of Ameren Corporation."

i

IV. GENERAL INFORMATION CONCERNING THE LICENSEE

A. Name and Address of Current Licensee

Union Electric Company i

1901 Chouteau Avenue
P.O. Box 149
St. Louis, MO 63103

B. Name and Address of Proposed Licensee

After the Merger, Union Electric will continue to own and

operate Callaway. Union Electric's address will not change as a

result of the Merger.

C. Descriotion of Business or Occucation of Licenggg

Following the Merger, Union Electric will continue to be

j engaged principally in the generation, transmission,

distribution, and retail and whole'eale sale of electricity in

Missouri. Union Electric will also continue to be engaged in the

; distribution and retail sale of natural gas in Missouri.

5
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D. Oraanization and Manaaement of Licensee

Union Electric is an independent, investor-owned public
utility, duly organized and existing under the laws of the State
of Missouri. Its corporate headquarters is located in St. Louis,
Micsouri. Following the Merger, Union Electric will become a

wholly-owned operating subsidiary of Ameren and it shall maintain
its corporate headquarters in St. Louis.

The officers of Union Electric, all of whom are citizens of

the United States, can be reached at 1901 Chouteau Avenue, St.
Louis, Missouri 63103. Their names and titles are:

Charles W. Mueller President and
Chief Executive Officer

Donald E. Brandt Senior Vice President
Finance & Corporate Services

Robert O. Piening Senior Vice President
Power Operations

Donald F. Schnell Senior Vice President
Nuclear

;

Charles J. Schukai Senior Vice President
Customer Services

Paul A. Agathen Senior Vice President
Energy Supply Service

M. Patricia Barrett Vice President
Corporate Communications

Charles A. Bremer Vice President
Information Services

Donald W. Capone Vice President
Engineering & Construction

William J. Carr Vice President
Customer Services-P.egional

6
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| Jean M. Hannis Vice President
Human Resources

, William E. Jaudes Vice President
! General Counsel

R. Alan Kelley Vice President
Energy Supply

Michael J. Montana Vice President
supply Service

Garry L. Randolph Vice President
Nuclear Operations

| Gary L. Rainwater Vice President (
Corporate Planning j

Robert J. Schukai Vice President I

Power Plants I

William C. Shores Vice President
Customer Services-Metropolitan

Samuel E. Willis Vice President
Industrial Relations I

Ronald C. Zdellar Vice President
Customer Services-Division Support!

|

| Jerre Birdsong Treasurer

Joseph M. Pfeifer Controller
|

James C. Thompson Secretary

The Directors of Union Electric, all of whom are citizens of
!

the United States, can all be reached c/o James C. Thompson,|

Secretary, Union Electric Company, 1901 Chouteau Avenue, St.

j Louis, Missouri 63103. Their names are:
|

William E. Cornelius
Thomas A. Hays
Thomas H. Jacobsen
Richard A. Liddy
John Peters MacCarthy
Paul L. Miller, Jr.

7
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Charles W. Mueller
Robert H. Quenon
Harvey Saligman
Janet Weakley

The Merger Agreement provides that after the Merger, the

Board of Directors of Union Electric, as the surviving
corporation in the Union Electric Merger, shall initially consist

of Mr. Charles W. Mueller (President and Chief Executive Officer
of Union Electric), Mr. Clifford L. Greenwalt (President and

Chief Executive Officer of CIPSCO) and such other nominees as
shall be determined by the company. When the remaining Directors

of Union Electric are selected, Union Electric will submit their

names as part of the annual financial report provided to the NRC

pursuant to 10 C.F.R. 50.71(b). Furthermore, all Directors

selected will be citizens of the United States.
E. Class and Period of License Acolied For

Union Electric seeks NRC consent that after the Merger,

Union' Electric will continue to own and operate Callaway, as a

wholly-owned operating company subsidiary of Ameren. Therefore,

Union Electric requests that its existing Class 103 license, NPF-

30, be amended to reflect Union Electric's status as an operating
company subsidiary of Ameren.

.

The Merger will have no change on the duration of the

License.
!
:

F. Financial Aspects
!
!

After the Merger, Union Electric remains committed to
|

provide all funds necessary for the safe operation, maintenance,

8
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repair, decontamination and decommissioning of Callaway in

conformance with NRC regulations, subject to the same conditions,

terms, and obligations of the License. After the Merger, Union

Electric's financial ability to fund the above costs will be

equal to, or greater than, its ability without the Merger. The

Merger will result in cost efficiencies to help maintain

competitive rates. Ameren will be more effective in meeting the

challenges of the increasingly competitive environment in the

utility industry than Union Electric standing alone. The Merger

will also result in integration of corporate and administrative

functions, reduced operating costs through joint dispatch of the

Union Electric and CIPS systems, purchasing economies, increased

marketing opportunities in the wholesale and interchange markets,

a more diverse service territory, and expanded management

resources. The above synergies from the Merger will result in

substantial cost savings which will benefit both shareholders and

customers.

Because Union Electric's ability after the Merger to provide

all necessary funds for the safe operation, maintenance, repair,

decontamination and decommissioning of Callaway will be equal to,

or greater than its ability without the Merger, a full financial

qualification review should not be necessary as a result of the

approval requested in this Application.

Nevertheless, the Ameren Corporation Unaudited Pro Forma

Combined Condensed Balance Sheet at September 30, 1995 is

attached as Exhibit 2. This information shows that Union

9
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Electric remains financially qualified to carry out its financial

commitments under the License after the Merger.
!

! !

G. Reaulatory Aaencies
I

The regulatory agencies which have jurisdiction over Union

Electric's rates and services are:
{

Missouri Public Service Commission
P.n. Box 360

| Jefferson City, MO 65102
l

| Illinois Commerce Commission
527 East Capitol Avenue
Springfield, IL 62706

Federal Energy Regulatory Commission
888 First Street, NE,

' Washington, DC 20426

H. Restricted Data

j This Application does not contain any restricted data or

other defense information.

V. ANTITRUST CONSIDERATIONS

| The Merger is subject to a separate antitrust review by the
FERC. In addition, it is subject to reviews by the Department of

Justice ("DOJ") or the Federal Trade Commission ("FTC") and the
expiration of the applicable waiting period under the Hurt-Scott-

| Rodino Antitrust Improvement Act of 1976 as amended (the "HSR
| Act"). Union Electric also intends to file an Application for

Authorization and Approval of the Mergers with the SEC early in
1996. Because antitrust issues will be among the issues

addressed by the FERC, the DOJ, and the FTC as discussed above,

10
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the NRC may rely on those proceedings and need not conduct its

( own antitrust review of the Mercer. !

! !

The NRC's deferral to agencies having primary jurisdiction r

in these matters is entirely consistent with Regulatory Guide

9.3, Regulatory Staff Position Statement on Anti-Trust Matters, |

which states, in relevant part, as follows:

In general, reliance would be placed on the
exercise of [FERC] and state jurisdiction |

j regarding the specific terms and conditions of
| the sale of power, rates for transmission
i services and such matters as may be within the
| scope of their jurisdiction. i

| Therefore, the NRC need not conduct an antitrust review of I

;

the Merger and can conclude that the Merger will not result in a i

"significant change" in the activities of Union Electric. ;

i |

| VI. EFFECTIVE DATE
.i

As discussed above, the Merger requires the approval of the |
FERC, the SEC, the MPSC, and the ICC. In addition, it is subject

{ to review by the DOJ or the FTC and the expiration of the

'

applicable waiting period under the HSR Act. The companies are
|

working to complete the Merger in 1996. Therefore, Union i

i

Electric is seeking to obtain all necessary regulatory approvals

prior to that time. Union Electric requests that the NRC review

this request on a schedule that will result in final action as

promptly as possible, and in any event prior to August 1, 1996.

The license amendment shall be effective on issuance and will be

implemented as of the closing of the Merger.
t

j VII. COMMUNICATIONS REGARDING THIS APPLICATION

1

l |

11
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All communications pertaining to this Application should be
sent to:

Joseph E. Birk
Assistant to the Vice President

and General Counsel
Union Electric Company
P.O. Box 149 (MC 1301)
St. Louis, MO 63166

William B. Bobnar
Attorney
Union Electric Company
P.O. Box 149 (MC 1310)

,

St. Louis, MO 63166

Alan C. Passwater '

Manager-Licensing & Fuels '

Union Electric Company
i

P.O. Box 149 (MC 470)
St. Louis, MO 63166 .

,

VIII. TECHNICAL ASPECTS !

Union Electric is neither requesting changes in the design
;

and/or operation of Callaway nor any changes in the terms and

conditions of the License or Technical Specifications. After ;

consummation of the Merger, Union Electric will continue to
t
i

operate and support callaway-using the existing organizational

structure and personnel. The Merger will be described in the j

Callaway Final Safety Analysis Report ("FSAR"). In addition, no
|

changes are required-in the Physical Security Plan, Safeguards !

Contingency Plan, or the Radiological Emergency Response Plan f
("RERP"). The proposed change to the Operating License does not

?

involve an unreviewed safety question because the operation of ;

the callaway Plant with this change would not:

!

12 |
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A. Increase the probability of occurrence or the consequences

of an accident or malfunction of equipment important to
i

safety previously evaluated in the safety analysis report.
The proposed change does not affect accident initiators or

assumptions. The radiological consequences of any accident
I

previously evaluated remain unchanged. The change is an I

l
administrative change to reflect Union Electric's status as

an operating company subsidiary of Ameren.

B. Create the possibility for an accident or malfunction of a

different type than any previously evaluated in the safety
analysis report. The proposed change does not create any

new accident initiators nor involve any modifications or

changes in the plant. The change is administrative and

reflects Union Electric's status as an operating company
subsidiary of Ameren.

C. Reduce the margin of safety as defined in the basis for any
technical specification. The proposed change does not

reduce the margin of safety assumed in any accident analysis
or affect any safety limits. The change is administrative

and reflects Union Electric's status as an operating company
subsidiary of Ameren.

On the basis of the above discussions and the considerations
presented in the Significant Hazards Consideration (see Exhibit

1

3), the proposed change does not adversely affect or endanger the

health or safety of the general public or involve a significant

safety hazard.

1
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XI. ENVIRONMENTAL CONSIDERATIONS

Environmental considerations are addressed in Exhibit 4.
X. REOUEST FOR NRC ACTIONj

Union Electric requests, for the reasons stated above, that
the NRC approve the proposed amendment request of the License

I which describes Union Electric as a wholly-owned subsidiary of

Ameren Corporation as being consistent with the applicable

provisions of law, regulations and orders issued by the NRC
pursuant thereto.

Respectfully submitted,

UNION ELECTRIC COMPANY

By
Donald F. Bchnell
Senior Vice President
Nuclear

!

-

1
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EXHIBIT 1!

1
1

l

1

i

AGREEMENT AND PLAN OF MERGER i
i
l

by and among )

|

| UNION ELECTRIC COMPANY,

CIPSCO INCORPORATED, |

1

ARCH HOLDING CORP.,* i
|

|
and

'

ARCH MERGER INC. i
l
1

,

dated as of August 11,1995

l

|

|

* NOTE: ARCH HOLDING CORP. HAS BEEN RENAMED AMEREN CORPORATION SINCE THE
EXECUTION OF THIS AGREEMENT.

|

| I
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AGREEMENT AND PLAN OF MERGER, dated as of August 11,1995 (this " Agreement"), by and e

among Union Electric Company, a Missouri corporation (" Union Electric"). CIPSCO Incorporated, an
Illinois corporation ("C1PSCO"), Arch Holding Corp., a Missouri corporation (the " Company") and Arch ,

Merger Inc., a Missouri corporation and a wholly owned subsidiary of the Company (" Merger Sub").

WHEREAS, Union Electric and CIPSCO have determined to engage in a business combination ,

transaction on the terms stated herein;

WHEREAS, in furtherance thereof, Union Electric and CIPSCO have formed the Company, the capital
stock of which is owned equally by Union Electric and CIPSCO, the Company has formed Merger Sub, and

'

the respective Boards of Directors of Union Electric, CIPSCO, the Company and Merger Sub have approved
this Agreement and the transactions contemplated hereby on the terms and conditions set forth in this
Agreement (such transactions referred to herein collectively as the " Mergers");

WHEREAS, the Board of Directors of Union Electric and the Bc,ard of Directors of CIPSCO have
approved and CIPSCO has executed an agreement with Union Electric in the form of Exhibit A (the
"CIPSCO Stock Option Agreement") whereby CIPSCO has granted Union Electric an option to purchase
shares ofits common stock upon the terms and conditions provided in such agreement;

WHEREAS, the Board of Directors of Union Electric and the Board of Directors of CIPSCO has
approved and Union Electric has executed an agreement with CIPSCO in the form of Exhibit B (the " Union
Electric Stock Option Agreement") whereby Union Electric has granted CIPSCO an option to purchase shares
ofits common stock upon the terms and conditions provided in such agreement; and

WHEREAS, for federal income tax purposes, it is intended that the parties hereto and their respective
stockholders will recognize no gain or loss for federalincome tan purposes as a result of the consummation
of the Mergers;

NOW THEREFORE, in consideration of the premises and the representations, warranties, covenants
and agreements contained herein, the parties hereto, intending to be legally bound hereby, agree as follows:

ARTICLE I

THE MERGERS
.

Section 1.1 The Mergers. Upon the terms and subject to the conditions of this Agreement:

(a) At the Union Electric EEcetive Time (as defined in Section 1.3), Merger Sub shall be merged
with and into Union Electric (the " Union Electric Merger")in accordance with the laws of the State of
Missouri. Union Electric shall be the surviving corporation in the Union Electric Merger and shall
continue its corporate existence under the laws of the State of Missouri. The effects and the consequences
of the Union Electric Merger shall be as set forth in Section 1.2(a). Throughout this Agreement, the
term " Union Electric" shall refer to Union Electric prior to the Union Electric Merger or to Union
Electric in its capacity as the surviving corporation in the Union Electric Merger, as the context requires.

(b) At the Company Effective Time (as defined in Section 1.3), CIPSCO shall be merged with and
into the Company (the " Company Merge ") in accordance with the laws of the State of Missouri and
the State of Illinois. The Company shall be the surviving corporation in the Company Merger and shall
continue its corporate existence under the laws of the State of Missouri. The effects and the consequences '

of the Company Merger shall be as set forth in Section 1.2(b).

Section 1.2 Efects of the Mergers.

(a) At the Union Electric Effective Time, (i) the articles of incorporation of Union Electric, as in
effect immediately prior to the Union Electric Effective Time, shall be the articles of incorporation of j

l
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the suniving corporation in the Union Electric Merger until thereafter amended as provided by law and
such articles of incorporation, and (ii) the by-laws of Union Electric, as in effect immediately prior to
the Union Electric Effective Time, shall be the by laws of the suniving corporation in the Union Electric
Merger until thereafter amended as provided by law, the articles of incorporation of the suniving
corporation in the Union Electric Merger and such by-laws. Subject to the foregoing, the additional
effects of the Union Electric Merger shall be as provided in the applicable provisions of the General and
Business Corporation Law of the State of Missouri (the "M6BCL").

(b) At the Company Effective Time (i) the articles ofincorporation of the Company, as in effect
immediately prior to the Company Effective Time (which shall be amended and restated in a form agreed
to by Union Electric and CIPSCO pursuant to Section 7.19) shall be the articles ofincorporation of the
surviving corporation in the Company Merger (the " Articles offncorporarian") until thereafter amended
as provided by law and the Articles of Incorporation, and (ii) the by laws of the Company shall be
amended and restated in a form agreed to by Union Electric and CIPSCO and, as so amended and
restated, shall be the by-laws of the suniving corporation in the Company Merger (the "By-laws") until
thereafter amended as provided by law, the Articles of Incorporation and the By laws. Subject to the
foregoing, the additional effects of the Company Merger shall be as provided in the applicable provisions
of the MGBCL and the Business Corporation Act of 1983 of the State ofIllinois (the "IBCL").

Section 1.3 Efective Time of the Mergers. On the Closing Date (as dermed in Section 3.1), (a) with
respect to the Union Electric Merger, articles of merger complying with the requirements of the MGBCL
shall be filed with the Secretary of State of the State of Missouri and (b) with respect to the Company Merger,
articles of merger complying with the requirements of the MGBCL and the IBCL shall be filed with the
Secretary of State of the State of Missouri and the Secretary of State of the State ofIllinois. The Union Electric
Merger shall become effective upon the issuance of a certificate of merger by the Secretary of State of the
State of Missouri (the " Union Electric Efcetive Time"). The Company Merger shall become effective upon
the issuance of a certificate of merger by the Secretary of State of the State of Missouri or upon ithe issuance
of a certificate of merger by the Secretary of State of the State of Illinois, whichever occius later (the
" Company Efective Time" or the "Efective Time"). The Union Electric Effective Time shall be smmediatelyprior to the Company Effective Time.

ARTICLE II

TREATMENT OF SilARES

Section 2.1 Efect ofthe Mergers on CapitalStock.

(a) At the Union Electric Effective Time, by virtue of the Union Electric Merger and without any
action on the part of any holder of any capital stock of Union Electric or Merger Sub:

(i) Conversion of Merger Sub Stock. Each share of Common Stock, par value 55.00 per share,
of Merger Sub (the " Merger Sub Common Stock") shall be converted into one share of common
stock of the suniving corporation in the Union Electric Merger.

(ii) Ca:cellation of Union Electric Treasury Stock. Each share of Union Electric Common
Stock that is owned by Union Electric as treasury stock and all shares of Union Electric Common
Stock that are owned, directly or indirectly, by Union Electric or CIPSCO or any of their respective
wholly owned subsidiaries shall be cancelled and shall cease to exist and no stock of the Company
or other consideration shall be delivered in exchange therefor.

(iii) Conversion of Union Electric Common Stock. Each issued and outstarding share of
Common Stock, par value 55.00 per share, of Union Electric (the " Union Electric Common Stock"),
other than Union Electric Dissenting Shares (as defined in Section 2.2) and shares cancelled
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! pursuant to Section 2.1(a)(ii) of this Agreement, shall be converted into the right to receive one (the !
" Union Electric Exchange Ratio") fully paid and non-assessable share of Common Stock, par value
55.00 per share, of the Company (" Company Common Stock"). Upon such conversion, each holder
of a certificate formerly representing any such shares of Union Electric Common Stock shall cease

; to have any rights with respect thereto, except the right to receive the shares of Company Common ,

; Stock to be issued in consideration therefor upon surrender of such certificate in accordance with i

| Section 2.3. j
I(iv) No Change in Union Electric Preferred Stock. Each issued and outstanding share of
l

.

Preferred Stock, without par value, of Union Electric (the " Union Electric Preferred Stock"), other

| than Union Electric Dissenting Shares, shall remain outstanding and shall continue to represent j
; one fully paid and non-assessable share of preferred stock of the surviving corporation with identical q

rights (including dividend rates) and designations as were applicable to such share of Union Electric ;

| Preferred Stock immediately prior to the Union Electric Merger, i

| (b) At the Company Effective Time, by virtue of the Company Merger and without any action on ;

the part of any holder of any capital stock of CIPSCO or the Company: !

(i) Cancellation ofCertain CIPSCOStock. Each share of Common Stock, without par value, !
of CIPSCO (the "CIPSCO Common Stock") that is owned by CIPSCO as treasury stock, by |
subsidiaries of CIPSCO or by Union Electric, the Company or any of their respective subsidiaries j

shall be cancelled and cease to exist. |
(ii) Cancellation of Certain Company Common Stock. Each issued and outstanding share of |

Company Common Stock that is owned by CIPSCO, Union Electric or any of their wholly owned; .

'

subsidiaries immediately prior to the Company Effective Time shall be cancelled and cease to exist.

(iii) Treatment ofCertain Company Common Stock. Each share of Company Common Stock !

issued pursuant to Section 2.1(a)(iii) hereof shall remain outstanding and shall continue to represent j
one share of Company Common Stock.

(iv) Conversion of CIPSCO Common Stock. Each issued and outstanding share of CIPSCO
Common Stock (other than shares cancelled pursuant to Section 2.1(b)(i)) shall be converted into ;

the right to receive 1.03 (the "CIPSCO Exchange Ratio", and together with the Union Electric ;

Exchange Ratio, the " Exchange Ratios") fully paid and non-assessable shares of Company Common !
Stock. Upon such conversion, each holder of a certificate formerly representing any such shares of

~

CIPSCO Common Stock shall cease to have any rights with respect thereto, except the right to
receive the shares of Company Common Stock to be issued in consideration therefor upon the ;

surrender of such certificate in accordance with Section 2.3. 1
!
'Section 2.2 Dissenting Shares.

(a) Shares of Union Electric Common Stock and Union Electric Preferred Stock held by any holder
entitled to relief as a dissenting shareholder under Section 351.455 of the MGBCL (the " Union Electric
Dissenting Shares") shall not be converted into the right to receive Company Common Stock or remain
outstanding as preferred stock of the surviving corporation, as the case may be, in the Union Electric
Merger, but shall be converted into such consideration as may be due with respect to such shares
pursuant to the applicable provisions of the MGBCL, unless and until the right of such holder to receive
fair value for such Union Electric Dissenting Shares terminates in accordance with Section 351.455 of
the MGBCL. If such right is terminated otherwise than by the purchase of such shares by Union Electric,
then such shares shall cease to be Union Electric Dissenting Shares and shall be converted into and
represent the right to receive Company Common Stock or preferred stock of the surviving corporation
in the Union Electric Merger, as provided in Section 2.1(a).

|(b) Shares of CIPSCO Common Stock held by any holder entitled to relief as a dissenting ,i

shareholder under Section 5/11.65 of the IBCL (the "CIPSCO Dissenting Shares") shall be converted

i
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into the right to receive shares of Company Common Stock in accordance with Section 2.l(b)(iv) of this
Agreement and shall thereafter be subject to sale or purchase as provided in applicable provisions of the
IBCL.

Section 2.3 Exchange of Cert @ cates.

(a) Deposit with Exchange Agent. As soon as practicable after the Effective Time, the Company
shall deposit with a bank or trust company mutually agreeable to CIPSCO and Union Electric (the
" Exchange Agent"), certificates representing shares of Company Common Stock required to effect the
exchanges referred to in Section 2.1, together with cash payable in respect of fractional shares pursuant
to Section 2.3(d). '

(b) Exchange Procedures. As soon as practicable after the Effective Time, the Exchange Agent
shall mail to each holder of record of a certificate or certificates which immediately prior to the Union
Electric Effective Time represented outstanding shares of Union Electric Common Stock or CIPSCO
Common Stock (the "Certpcates") that were converted (the " Converted Shares")into the right to receive
shares of Company Common Stock (the " Company Shares") pursuant to Section 2.1 (i) a letter of
transmittal (which shall specify that delivery shall be effected, and risk ofloss and title to the Certificates
shall pass, only upon actual delivery of the Certificates to the Exchange Agent) and (ii) instructions for
effecting the surrender of the Certificates in exchange for certificates representing Company Shares. Upon
surrender of a Certificate to the Exchange Agent for cancellation (or to such other agent or agents as
may be appointed by agreement of Union Electric and CIPSCO), together with a duly executed letter of
transmittal and such other documents as the Exchange Agent may require, the holder of such Certificate
shall be entitled to receive in exchange therefor a certificate representing that number of whole Company
Shares which such holder has the right to receive pursuant to the provisions of this Article II. In the
event of a transfer of ownership of Converted Shares which is not registered in the transfer records of
Union Electric or CIPSCO, as the case may be, a certificate representing the proper number of Company
Shares may be issued to a transferee if the CertiScate representing such Converted Shares is presented to
the Exchange Agent, accompanied by all documents required to evidence and effect such transfer and
by evidence satisfactory to the Exchange Agent that any applicable stock transfer taxes have been paid.
Until surrendered as contemplated by this Section 2.3, each Certificate shall be deemed at any time after
the Effective Time to represent only the right to receive upon such surrender the certificate representing
Company Shares and cash in lieu of any fractional shares of Company Common Stock as contemplated
by this Section 2.3.

(c) Distributions with Respect to Unexchanged Shares. No dividends or other distributions
decl:. red or made after the Effective Time with respect to Company Shares with a record date after the
Effective Time shall be paid to the holder of any unsurrendered Certificate with respect to the Company
Shares represented thereby and no cash payment in lieu of fractional shares shall be paid to any such
holder pursuant to Section 2.3(d) until the holder of record of such Certificate shall surrender such
Certificate. Subject to the effect of unclaimed property, escheat and other applicable laws, following
surrender of any such Certificate, there shall be paid to the record holder of the certificates representing |

whole Company Shares issued in exchange therefor, without interest, (i) at the time of such surrender,
the amount of any cash payable in lieu of a fractional share of Company Common Stock to which such
holder is entitled pursuant to Section 2.3(d) and the amount of dividends or other distributions with a
record date after the Effective Time theretofore paid with respect to such whole Company Shares and
(ii) at the appropriate payment date, the amount of dividends or other distributions with a record date
after the Effectise Time but pnor to surrender and a payment date subsequent to surrender payable with
respect to such whole Company Shares.

(d) No fracional Securities. Notwithstanding any other provision of this Agreement, no
certificates or scrip representing fractional shares of Company Common Stock shall be issued upon the
surrender for exchange of Certificates and such fractional shares shall not entitle the owner thereof to
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vote or to any other rights of a holder of Company Common Stock. A holder of CIPSCO Common
Stock who would otherwise have been entitled to a fractional share of Company Common Stock shall be
entitled to receive a cash payment in lieu of such fractional share in an amount equal to the product of
such fraction multiplied by the average of the last reported sales price, regular way, per share of CIPSCO
Common Stock on the New York Stock Exchange ("STSE") Composite Tape for the ten business days
prior to and including the last business day on which such stock was traded on the NYSE, without any
interest thereon.

.

(c) Closing of Transfer Books. From and after the Union Electric Effective Time or the Company
Effective Time, as the case may be, the stock transfer books of Union Electric and CIPSCO shall be closed
and no transfer of any capital stock of Union Electric or CIPSCO shall thereafter be made. If, after the I

Effective Time, Certificates are presented to the Company, they shall be cancelled and exchanged for
certificates representing the appropriate number of Company Shares as provided in Section 2.1 and in this
Section 2.3.

(f) Termination ofExchange Agent. Any certificates representing Company Shares deposited with the
Exchange Agent pursuant to Section 2.3(a) and not exchanged within one year after the Effective Time
pursuant to this Section 2.3 shall be returned by the Exchange Agent to the Company, which shall thereafter
act as Exchange Agent. All funds held by the Exchange Agent for payment to the holders of unsurrendered
Certificates and unclaimed at the end of one year from the Effective Time shall be returned to the Company,
after which time any holder of unsurrendered Certificates shall look as a general creditor only to the Company
for payment of such funds to which such holder may be due, subject to applicable law. The Company shall
not be liable to any person for such shares or funds delivered to a public official pursuant to any applicable
abandoned property, escheat or similar law.

ARTICLE III

THE CLOSING

Section 3.1 Closing. The closing of the Merger (the " Closing") shall take place at the offices of Union *

Electric,1901 Chouteau Avenue, St. Louis, Missouri, at 10:00 A.M., local time, on the second business day *

immediately following the date on which the last of the conditions set forth in Article VIII hereofis fulfilled
or waived, or at such other time and date and place as Union Electric and CIPSCO shall mutually agree (the
" Closing Date").

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF CIPSCO

CIPSCO represents and warrants to Union Electric as follows:

Section 4.1 Organization and Quahfcation. Except as set forth in Section 4.1 of the CIPSCO
Disclosure Schedule (as defined in Section 7.6(ii)), CIPSCO and each CIPSCO Subsidiary (as defined below)
is a corporation duly organized, validly existing and in good standing under the laws ofits jurisdiction of
incorporation or organization, has all requisite corporate power and authority, and has been duly authorized
by all necessary approvals and orders, to own, lease and operate its assets and properties to the extent owned,
leased and operated and to carry on its business as it is now being conducted and is duly qualified and in
good standing to do business in each jurisdiction in which the nature of its business or the ownership or

| leasing of its assets and properties makes such qualification necessary. As used in this Agreement, (a) the
term " subsidiary" of a person shall mean any corporation or other entity (including partnerships and other
business associations) of which at least a majority of the outstanding capital stock or other voting securities
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having voting power under ordinary circumstances to elect directors or similar members of the governing
body of such corporation or entity shall at the time be held, directly or indirectly, by such person, (b) the
term "CIPSCO Subsidiary" shall mean those of the subsidiaries, joint ventures or general partnership interests
of CIPSCO identified as CIPSCO Subsidiaries in Section 4.2 of the CIPSCO Disclosure Schedule and (c) the
term " Direct Subsidiary" shall be deemed to mean CIPSCO Subsidiaries or Union Electric Subsidiaries (as

,

defmed in Section 5.1), as the case may be.

Section 4.2 Subsidiaries. Section 4.2 of the CIPSCO Disclosure Schedule sets forth a description as of
the date hereof, of all subsidiaries and joint ventures of CIPSCO, including (a) the name of each such entity
and CIPSCO's interest therein, and (b) as to each CIPSCO Subsidiary and CIPSCO Joint Venture (as defmed
below), a brief description of the principal line or lines of business conducted by each such entity. Except as
set forth in Section 4.2 of the CIPSCO Disclosure Schedule, none of the CIPSCO Subsidiaries is a "public,

utility company", a " holding company", a " subsidiary company" or an " affiliate" of any public utility
company within the meaning of Section 2(a)(5),2(a)(7),2(a)(8) or 2(a)(11) of the Public Utility Holding
Company Act of 1935, as amended (the "1935 Act"), respectively. Except as set forth in Section 4.2 of the
CIPSCO Disclosure Schedule, all of the issued and outstanding shares of capital stock of each CIPSCO
Subsidiary are validly issued, fully paid, nonassessable and free of preemptive rights, and are owned, directly
or indirectly, by CIPSCO free and clear of any liens, claims, encumbrances, security interests, equities,
charges and options of any nature whatsoever and there are no outstanding subscriptions, options, calls,
contracts, voting trusts, proxies or other commitments, understandings, restrictions, arrangements, rights or
warrants, including any right of conversion or exchange under any outstanding security, instrument or other
agreement, obligating any such CIPSCO Subsidiary to issue, deliver or sell, or cause to be issued, delivered
or sold, additional shares ofits capital stock or obligating it to grant, extend or enter into any such agreement
or commitment. As used in this Agreement, (a) the term " joint venture" of a person shall mean any
corporation or other entity (including partnerships and other business associations) that is not a subsidiary of
such person,in which such person or one or more ofits subsidiaries owns an equity interest, other than equity
interests held for passive investment purposes which are less than 5% of any class of the outstanding voting
securities or equity of any such entity and (b) the term "CIPSCO Joint Venture" shall mean those of the joint
ventures of CIPSCO or any CIPSCO Subsidiary identified as a CIPSCO Joint Venture in Section 4.2 of the
CIPSCO Disclosure Schedule. CIPSCO has no subsidiaries, joint ventures, or general or limited partnership
interests other than those listed as CIPSCO Subsidiaries on Section 4.2 of the CIPSCO Disclosure Schedule.t

Section 4.3 Capitalization. (a) The authorized capital stock of CIPSCO consists of 100,000,000 shares
of CIPSCO Common Stock, and 4,600,000 shares of CIPSCO Preferred Stock. As of the close of business on
August 11,1995, there were issued and outstanding 34,069,542 shares of CIPSCO Common Stock and no
shares of CIPSCO Preferred Stock. All of the issued and outstanding shares of the capital stock of CIPSCO
are, and any shares of CIPSCO Common Stock issued pursuant to the CIPSCO Stock Option Agreement
will be, validly issued, fully paid, non assessable and free of preemptive rights. Except as set forth in Section
4.3 of the CIPSCO Disclosure Schedule, as of the date hereof, there are no outstanding subscriptions, options,
calls, contram, voting trusts, proxies or other commitments, understandings, restrictions, arrangements,
rights or warrants, including any right of conversion or exchange under any outstanding security, instrument
or other agreement, obligating CIPSCO or any of the CIPSCO Subsidiaries to issue, deliver or sell, or cause
to be issued, delivered or sold, additional shares of the capital stock of CIPSCO, or obligating CIPSCO to
grant, extend or enter into any such agreement or commitment, other than under the CIPSCO Stock Option
Agreement. There are no outstanding stock appreciation rights of CIPSCO which were not granted in tandem

I

with a related stock option and no outstanding limited stock appreciation rights or other rights to redeem for
cash options or warrants of CIPSCO.

(b) The autho-ized capital stock of Central Illinois Public Service Company, an Illinois corporation
and a wholly owned subsidiary of CIPSCO ("CIPS") consists of 45,000,000 shares of common stock
without par value ("CIPS Common Stock"),2,000.000 shares of Cumulative Preferred Stock, par value
5100 per share ("CIPS Preferred Stock"), and 2,600,000 shares of Preferred Stock without par value
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("CIPSNo-Par PreferredStock"). As of the close of business on August 11,1995, there were issued and
outstanding 25,452,373 shares of CIPS Common Stock (all of which were owned by CIPSCO),800,000
shares of CIPS Preferred Stock (consisting of 150,000 shares of the 4% series,50,000 shares of the 4.25%
series,75,000 shares of the 4.90% series,50,000 shares of the 4.92% series,50,000 shares of the 5.16% i

! series, 125,000 shares of the 6.625% series, and 300,000 shares of the 1993 Auction A series), and no
I shares of CIPS No-Par Preferred Stock. 6

Section 4.4 Authority: Non-Contravention: Statutory Approvals: Compliance.

(a) Authority. CIPSCO has all requisite corporate power and authority to enter into this !
Agreement and the CIPSCO Stock Option Agreement, and, subject to the applicable Shareholders'
Approval (as defmed in Section 4.D) and the applicable CIPSCO Required Statutory Approvals (as
defined in Section 4.4(c)), to consummate the transactions contemplated hereby or thereby. The .

execution and delivery of this Agreement and the CIPSCO Stock Option Agreement and the !
consummation by CIPSCO of the transactions contemplated hereby and thereby have been duly
authorized by all necessary corporate action on the part of CIPSCO, subject, in the case of this

.

'Agreement, to obtaining the applicable CIPSCO Shareholders' Approval. Each of this Agreement and
the CIPSCO Stock Option Agreement has been duly and validly executed and delivered by CIPSCO
and, assuming the due authorization, execution and delivery hereof and thereof by the other signatories
hereto and thereto, constitutes the valid and binding obligation of CIPSCO enforceable against it in
accordance with its terms.

(b) Non-Contravention. Except as set forth in Section 4.4(b) of the CIPSCO Disclosure Schedule,
the execution and delivery of this Agreement and the CIPSCO Stock Option Agreement by CIPSCO do
not, and the consummation of the transactions contemplated hereby or thereby will not, in any material |
respect, violate, conflict with, or result in a material breach of any provision of, or constitute a material '

default (with or without notice or lapse of time or both) under, or result in the termination or
modification of, or accelerate the performance required by, or result in a right of termination, ,

cancellation, or acceleration of any obligation or the loss of a material benefit under, or result in the i
creation of any material lien, security interest, charge or encumbrance (" Liens") upon any of the !

properties or assets of CIPSCO or any of the CIPSCO Subsidiaries or CIPSCO Joint Ventures (any such !

violation, conflict, breach, default, right of termination, modification, cancellation or acceleration, loss
or creation, a " Violation" with respect to CIPSCO, such term when used in Article V having a correlative
meaning with respect to Union Electric) pursuant to any provisions of(i) the articles of incorporation,
by-laws or similar governing documents of CIPSCO or any of the CIPSCO Subsidiaries or the CIPSCO

| Joint Ventures, (ii) subject to obtaining the CIPSCO Required Statutory Approvals and the receipt of
the CIPSCO Shareholders' Approval, any statute, law, ordinance, rule, regulation, judgment, decree,
order, injunction, writ, permit or license of any Governmental Authority (as defmed in Section 4.4(c))
appli:able to CIPSCO or any of the CIPSCO Subsidiaries or the CIPSCO Joint Ventures or any of their
respective properties or assets or (iii) subject to obtaining the third-party consents set forth in Section

! 4.4(b) of the CIPSCO Disclosure Schedule (the "CIPSCO Required Consents") any material note, bond,
mortgage, indenture, deed of trust, license, franchise, permit, concession, contract, lease or other
instrument, obligation or agreement of any kind to which CIPSCO or any of the CIPSCO Subsidiaries
or CIPSCO Joint Ventures is a party or by which it or any ofits properties or assets may be bound or
affected.

! (c) Statutory Approvals. No declaration, filing or registration with, or notice to or authorization,
consent or approval of, any court, federal, state, local or foreign governmental or regulatory body

,

(including a stock exchange or other self regulatory body) or authority (each, a " Governmental !

Authority")is necessary for the execution and delivery of this Agreement or the CIPSCO Stock Option
Agreement by CIPSCO or the consummation by CIPSCO of the transactions cor.templated hereby or ;
thereby, except as described in Section 4.4(c) of the CIPSCO Disclosure Schedule (the "CIPSCO

i

Required Statutory Approvals", it being understood that references in this Agreement to " obtaining" such #

; CIPSCO Required Statutory Approvals shall mean making such declarations, filings or registrations;
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giving such notices; obtaining such authorizations, consents or approvals; and havmg such waiting
periods expire as are necessary to avoid a violation oflaw).

(d) Compliance. Except as set forth in Section 4.4(d), Section 4.10 or Section 4.11 of the CIPSCO |
Disclosure Schedule, or as disclosed in the CIPSCO SEC Repons (as defined in Section 4.5) filed prior
to the date hereof, neither CIPSCO nor any of the CIPSCO Subsidiaries nor, to the knowledge of !

CIPSCO, any CIPSCO Joint Venture is in material violation of, is under investigation with respect to
'

any material violation of, or has been given notice or been charged with any material violation of, any
law, statute, order, rule, regulation, ordinance orjudgment (including, without limitation, any applicable

,environmental law, ordinance or regulation) of any Governmental Authority. Except as set forth in '

Section 4.4(d) of the CIPSCO Disclosure Schedule or in Section 4.11 of the CIPSCO Disclosure
Schedule, CIPSCO and the CIPSCO Subsidiaries and CIPSCO Joint Ventures have all permits, licenses,|

franchises and other governmental authorizations, consents and approvals necessary to conduct their I

businesses as presently conducted in all material respects. Except as set forth in Section 4.4(d) of the
' i

CIPSCO Disclosure Schedule, CIPSCO and each of the CIPSCO Subsidiaries is not in material breach ;

or violation of or in material default in the performance or observance of any term or provision of, and ;

no event has occurred which, with lapse of time or action by a third party, could result in a material ;

default under, (i) its articles of incorporation or by-laws or (ii) any material contract, commitment,
agreement, indenture, mortgage, loan agreement, note, lease, bond, license, approval or other instrument
to which it is a party or by which it is bound or to which any ofits property is subject. i

'

Section 4.5 Reports and Financial Statements. The filings required to be made by CIPSCO and the
|

CIPSCO Subsidiaries since January 1,1990 under the Securities Act of 1933, as amended (the " Securities I

Act"), the Securities Exchange Act of 1934, as amended (the " Exchange Act"), the 1935 Act, the Federal
Power Act, as amended (the " Power Act"), the Atomic Energy Act of 1954, as amended (the " Atomic Energy
Act") and applicable state public utility laws and regulations have been filed with the Securities and Exchange
Commission (the "SEC"), the Federal Energy Regulatory Commission (the "EERC"), the Nuclear
Regulatory Commission ("NRC") or the appropriate state public utilities commission, as the case may be,
including all forms, statements, reports, agreements (oral or written) and all documents. exhibits, ;

amendments and supplements appertaining thereto, and complied, as of their respective dates, in all material
,

!respects with all applicable requirements of the appropriate statute and the rules and regulations thereunder.
CIPSCO has made available to Union Electric a true and complete copy of each report, schedule, registration (

|

statement and defmitive proxy statement filed by CIP5CO with the SEC since January 1,1992 (as such |

documents have since the time of their filing been amended, the "CIPSCO SEC Reports"). As of their
respective dates, the CIPSCO SEC Reports did not contain any untrue statement of a material fact or omit
to state a material fact required to be stated therein or necessary to make the statements therein, in lignt of
the circumstances under which they were made, not misleading. The audited consolidated financial
statements and unaudited interim financial statements of CIPSCO included in the CIPSCO SEC Reports
(collectively, the "CIPSCO FinancialStatements") have been prepared in accordance with generally accepted
accounting principles applied on a consistent basis ("GAAP") (except as may be indicated therein or in the
notes thereto and except with respect to unaudited statements as pe-mitted by Form 10-Q of the SEC) and
fairly present the consolidated financial position of CIPSCO as of the dates thereof and the consolidated
results ofits operations and cash flows for the periods then ended. True, accurate and complete copies of the
articles of incorporation and by-laws of CIPSCO and of CIPS, as in effect on the date hereof, have been made
available to Union Electric.

Section 4.6 Absence of Certain Changes or Events. Except as disclosed in the CIPSCO SEC Reports
|filed prior to the date hereof or as set forth in Section 4.6 of the CIPSCO Disclosu: Schedule, from December
{31,1994, CIPSCO and each of the CIPSCO Subsidiaries have conducted their business only in the ordinary

course of business consistent with past practice and there has not been, and no fact or condition exists which
would have or, insofar as reasonably can be foreseen, could have, a material adverse effect on the business,

;

{
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assets, financial condition, results of operations or prospects of CIPSCO and its subsidiaries taken as a whole
(a "CIPSCO Material Adverse Efect").

|

Section 4.7 Litigation. Except as disclosed in the CIPSCO SEC Reports filed prior to the date hereof
or as set forth in Section 4.7, Section 4.9 or Section 4.11 of the CIPSCO Disclosure Schedule, (i) there are no
material claims, suits, actions or proceedings, pending or, to the knowledge of CIPSCO, threatened, nor are .

there, to the knowledge of CIPSCO, any material investigations or reviews pending or threatened against, !

relating to or affecting CIPSCO or any of the CIPSCO Subsidiaries, (ii) there have not been any significant '

developments since December 31,1994 with respect to such disclosed claims, suits, actions, proceedings, '

investigations or reviews and (iii) there are no materialjudgments, decrees, injunctions, rules or orders of i

any court, governmental department, commission, agency, instrumentality or authority or any arbitrator ;

applicable to CIPSCO or any of the CIPSCO Subsidiaries.

Section 4.8 Registration Statement and Proxy Statement. None of the information supplied or to be
supplied by or on behalf of CIPSCO for inclusion or incorporation by reference in (i) the registration
statement on Form S-4 to be filed with the SEC in connection with the issuance of shares of Company

,

Common Stock in the Mergers (the " Registration Statement") will, at the time the Registration Statement is I

filed with the SEC and at the time it becomes effective under the Securities Act, contain any untrue statement
of a material fact or omit to state any material fact required to be stated therein or necessary to make the
statements therein not misleading and (ii) the joint proxy statement, in definitive form, relating to the
meetings of Union Electric and CIPSCO shareholders to be held in connection with the Merger (the " Proxy
Statement") will not, at the dates mailed to shareholders and at the times of the meetings of shareholders to
be held in connection with the Mergers, contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary in order to make the statements therein, in light of

,

the circumstances under which they are made, not misleading. The Registration Statement and the Proxy |

Statement, insofar as they relate to CIPSCO or any CIPSCO Subsidiary, will comply as to form in all material
respects with the applicable provisions of the Securities Act and the Exchange Act and the rules and .

regulations thereunder.
*

Section 4.9 Tax Matters. " Taxes", as used in this Agreement, means any federal, state, county, local
or foreign taxes, charges, fees, levies or other assessments, including all net income, gross income, sales and -|

use, ad valorem, transfer, gains, profits, excise, franchise, real and personal property, gross receipt, capital
stock, production, business and occupation, disability, employment, payroll, license, estimated, stamp, custom )

duties, severance or withholding taxes or charges imposed by any governmental entity, and includes any
interest and penalties (civil or criminal) on or additions to any such taxes. " Tax Return", as used in this |

Agreement, means a report, return or other information required to be supplied to a governmental entity |
with respect to Taxes including, where permitted or required, combined or consolidated returns for any group ;
of entities that includes CIPSCO or any ofits subsidiaries, or Union Electric or any ofits subsidiaries, as the
case may be.

Except as set forth in Section 4.9 of the CIPSCO Disclosure Schedule:

(a) Filing of Timely Tax Returns. CIPSCO and each of the CIPSCO Subsidiaries have filed (or
there has been filed on its behalf) all material Tax Returns required to be filed by each of them under |
applicable law. All such Tax Returns were and are in all material respects true, complete and correct
and filed on a timely basis.

(b) Payment of Taxes. CIPSCO and each of the CIPSCO Subsidiaries have, within the time and
in the manner prescribed by law, paid all Taxes that are currently due and payable except for those
contested in Food faith and for which adequate reserves have been taken.

1

(c) Deferred Taxes. CIPSCO and the CIPSCO Subsidiaries have accounted for deferred income
taxes in accordance with GAAP.
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(d) Tax Liens. There are no Tax liens upon the assets of CIPSCO or any of the CIPSCO
Subsidiaries except liens for Taxes not yet due.

(c) Withholding Taxes. CIPSCO and each of the CIPSCO Subsidiaries have complied in all
material respects with the provisions of the Internal Revenue Code of 1986, as amended (the " Code"),
relating to the withholding of Taxes, as well as similar provisions under any other laws, and have, within
the time and in the manner prescribed by law, withheld from employee wages and paid over to the proper
governmental authorities all amounts required.

(f) Extensions of Time for Filing Tax Returns. Neither CIPSCO nor any of the CIPSCO
Subsidiaries has requested any extension of time within which to file any Tax Return, which Tax Return
has not since been filed.

(g) Waivers ofStatute ofLimitations. Neither CIPSCO nor any of the CIPSCO Subsidiaries has
executed any outstanding waivers or comparable consents regarding the application of the statute of
limitations with respect to any Taxe: or Tax Returns.

(h) Expiration ofStature ofLimitations. The statute oflimitations foe the assessment of all Taxes
has expired for all applicable Tax Returns of CIPSCO and each of the CIPSCO Subsidiaries or those
Tax Returns have been examined by the appropriate taxing authorities for all periods through the date
hereof, and no deficiency for any Taxes has been proposed, asserted or assessed against CIPSCO or any
of the CIPSCO Subsidiaries that has not been resolved and paid in ful

(i) Audit. Administrative and Court Proceedings. No audits or other administrative proceedings
or court proceedings are presently pending with regard to any Taxes or Tax Returns of CIPSCO or any
of the CIPSCO Subsidiaries.

(j) Powers o/Artorney. No power of attorney currently in force has been granted by CIPSCO or
any of the CIPSCO Subsidiaries concerning any Tax matter.

(k) TaxRulings. Neither CIPSCO nor any of the CIPSCO Subsidiaries has received a Tax Ruling
(as defmed below) or entered into a Closing Agreement (as defined below) with any taxing authority
that would have a continuing adverse effect after the Closing Date. " Tax Ruling", as used in this
Agreement, shall mean a written ruling of a taxing authority relating to Taxes. " Closing Agreement", as
used in this Agreement, shall mean a written and legally binding agreement with a taxing authority
relating to Taxes.

(1) Availability of Tax Returns. CIPSCO has made asailable to Union Electric complete and
accurate copies of (i) all Tax Returns, and any amendments thereto, filed by CIPSCO or any of the
CIPSCO Subsidiaries since January 1,1992, (ii) all audit reports received frorn any taxing authority
relating to any Tax Return filed by CIPSCO or any of the CIPSCO Subsidiaries and (iii) any Closing
Agreements entered into by CIPSCO or any of the CIPSCO Subsidiaries with any taxing authority.

(m) Tax Sharing Agreements. Neither CIPSCO nor any CIPSCO Subsidiary is a party to any
agreement relating to allocating or sharing of Taxes.

(n) Code Section 180G. Neither CIPSCO nor any of the CIPSCO Subsidimies is a party to any
agreement, contract or arrangement that could result, on account of the transactions contemplated
hereunder, separately or in the aggregate, in the payment of any " excess parachute payments" within
the meaning of Section 280G of the Code.

(o) Liabilipfor Others. Neither CIPSCO nor any of the CIPSCO Subsidiaries has any liability
for Taxes of any person other than CIPSCO and the CIPSCO Subsidiaries (i) under Treasury
Regulations Section 1.1502-6 (or any similar provision of state, local or foreign law) as a transferee or
successor, (ii) by contrut or (iii) otherwise.

I
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| Section 4.10 Employee Matterst ERISA. Except as set forth in Section 4.10 of the CIPSCO Disclosure
: Schedule:
I l
I

(a) Benefit Plans. Section 4.10(a) of the CIPSCO Disclosure Schedule contains a true and |

| complete list of each employee benefit plan covering employees, former employees, directors or former ,

! directors of CIPSCO and each of the CIPSCO Subsidiaries or their beneficiaries, or providing benefits to j
such persons in respect of services provided to any such entity, including, but not limited to, any i

| employee benefit plans within the meaning of Section 3(3) of the Employee Retirement Income Security
Act of 1974, as amended ("ERISA"), and any severance or change in control agreement (collectively, i

| the "CIPSCO Benefit Plans"). No CIPSCO Benefit Plan is a "multiemployer plan" as defined in Section -

'

3(37) of ERISA.
!

| (b) Contributions. All material contributions and other payments required to be made for any

| period through the date to which this representation speaks, by CIPSCO or any of the CIPSCO
; Subsidiaries to any CIPSCO Benefit Plan (or to any person pursuant to the terms thereof) have been

| timely made or paid in full, or, to the extent not required to be made or paid on or before the date to
; which this representation speaks, have been reflected in the CIPSCO Financial Statements.
!

(c) Quahfication; Compliance. Each of the CIPSCO Benefit Plans intended to be " qualified"

[ within the meaning of Section 401(a) of the Code has been determined by the Internal Revenue Service
j (the " IRS") to be so qualified or an application for such a determination, which was filed before the
; expiration of the applicable remedial amendment period, is pending, and, to the best knowledge of
! CIPSCO, no circumstances exist that are reasonably expected by CIPSCO to result in the revocation of '

any such determination. CIPSCO and each of its subsidiaries is in compliance in all material respects
,

| with, and each of the CIPSCO Benefit Plans is and has been operated in all material respects in
| compliance with, all applicable laws, rules and regulations governing such plan, including, without

limitation, ERISA and the Code. Each CIPSCO Benefit Plan intended to provide for the deferral of
income, the reduction of salary or other compensation, or to afford other income tax benefits, complies
with the requirements of the applicable provisions of the Code or other laws, rules and regulationsi

| required to provide such income tax benefits. There are no pending or, to the knowledge of CIPSCO, |

| threatened or anticipated claims under or in respect of any CIPSCO Benefit Plan by or on behalf of any
[ employee, former employee, director, former director, or beneficiary thereof, or otherwise involving any

CIPSCO Benefit Plan (other than routine claims for benefits).

(d) Liabilities. With respect to the CIPSCO Benefit Plans, individually and in the aggregate, no .

event has occurred, and, to the best knowledge of CIPSCO, there does not now exist any condition or
set of circumstances, that could subject CIPSCO or any of the CIPSCO Subsidiaries to any material i

liability arising under the Code, ERISA or any other applicable law (including, without limitation, any l

liability to any such plan or the Pension Ber.efit Guaranty Corporation (the "PBGC")), or under any )
! indemnity agreement to which CIPSCO or any subsidiary thereofis a party, excluding liability for benefit

claims, administrative expenses and funding obligations payable in the ordinary course. No event has
occurred, and, to the best knowledge of CIPSCO, there does not now exist any condition or set of
circumstances, that could give rise to any material liability of CIPSCO or any ERISA Affiliate (as
hereinafter defined) of CIPSCO under (i) Title IV of ERISA (other than for PBGC premium payments),
(ii) Section 302 of ERISA, (iii) Sections 412 and 4971 of the Code, or (iv) the continuation coverage

, requirements of section 601 et seq. of ERISA and Section 4980B of the Code (other than the payment of ;

| benefits required thereby), that would be a liability of the Company or any of its ERISA Affiliates )
following the Closing. The term "ERISA Affiliate" means, with respect to any entity, trade or business, (
any other entity, trade or business that is a member of a group described in Section 414(b), (c), (m) or j
(o) of the Code or Section 4001(b)(1) of ERISA that includes the first entity, trade or business, or that is< t

a member of the same " controlled group" as the first entity, trade or business pursuant to Sectiona

! 4001(a)(14) of ERISA or other applicable laws.
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(e) Welfare Plans. Except as set forth in the CIPSCO Financial Statements, none of the CIPSCO
Benefit Plans that are " welfare plans", within the rneaning of Section 3(1) of ERISA, provides for any
retiree benefits, other than continuation coverage required to be provided under Section 4980B of the
Code or Part 6 of Title I of ERISA or other applicable laws.

(f) Documents Made Avallable. CIPSCO has made available to Union Electric a true and correct
copy of each collective bargaining agreement to which CIPSCO or any of the CIPSCO Subsidiaries is a
party or under which CIPSCO or any of the CIPSCO Subsidiaries has obligations and, with respect to
each CIPSCO Benefit Plan, where applicable, (i) such plan and the most recent summary plan
description, (ii) the most recent annual report filed with the IRS, (iii) each related trust agreement,
insurance contract, service provider or investment management agreement (including all amendments
to each such document), (iv) the most recent determination of the IRS with respect to the qualified status
of such CIPSCO Benefit Plan, and (v) the most recent actuarial report or valuation.

(g) Payments Resulting from the Merger. (i) The consummation or announcement of any
transaction contemplated by this Agreement will not (either alone or upon the occurrence of any
additional or further acts or events) result in any (A) payment (whether of severance pay or otherwise)
becoming due from CIPSCO or any of the CIPSCO Subsidiaries to any officer, employee, former
employee, director or former director thereof or to the trustee under any " rabbi trust" or similar
arrangement, or (B) benefit under any CIPSCO Benefit Plan being established or becoming accelerated,
vested or payable and (ii) neither CIPSCO nor any of the CIPSCO Subsidiaries is a party to (A) any
management, employment, deferred compensation, severance (including any payment, right or benefit
resulting from a change in control), bonus or other contract for personal services with any officer,
director or employee, (B) any consulting contract with any person who prior to entering into such
contract was a director or officer of CIPSCO, or (C) any plan, agreement, arrangement or understanding
similar to any of the foregoing.

(h) Labor Agreements. As of the date hereof, neither CIPSCO r.or any of the CIPSCO Subsidiaries
is a party to any collective bargaining agreement or other labor agreement with any union or labor
organization. To the best knowledge of CIPSCO, as of the date hereof, there is no current union
representation question involving employees of CIPSCO or any of the CIPSCO Subsidiaries, nor does
CIPSCO know of any activity or proceeding of any labor organization (or representative thereof) or
employee group to organize any such employees. Except as disclosed in the CIPSCO SEC Reports filed
prior to the date hereof or in Section 4.10(h) of the CIPSCO Disclosure Schedule, (i) there is no unfair
labor practice, employment discrimination or other material complaint against CIPSCO or any of the
CIPSCO Subsidiaries pending or, to the best knowledge of CIPSCO, threatened, (ii) there is no strike or
lockout or material dispute, slowdown or work stoppage pending, or to the best knowledge of CIPSCO,
threatened, against or involving CIPSCO, and (iii) there is no proceeding, claim, suit, action or
governmental investigation pending or, to the best knowledge of CIPSCO, threatened, in respect of
which any director, officer, employee or agent of CIPSCO or any of the CIPSCO Subsidiaries is or may
be entitled to claim indemnification from CIPSCO or suct CIPSCO Subsidiary pursuant to their
respective articles of incorporation or by-laws or as provided in the indemnification agreements listed in
Section 4.10(h) of the CIPSCO Disclosure Schedule.

Section 4.11 E':vironmentalProtection. Except as set forth in Section 4.11 of the CIPSCO Disclosure
Schedule or in the CIPSCO SEC Reports filed prior to the date hereof:

(a) Compliance. CIPSCO and each of the CIPSCO Subsidiaries is in material compliance with all
applicable Environmental Laws (as defined in Section 4.11(g)(ii)); and neither CIPSCO nor any of the
CIPSCO Subsidiaries has received any communication (written or oral) from any person or
Governmental Authority that alleges that CIPSCO or any of the CIPSCO Subsidiaries is not in material
compliance with applicable Environmental Laws.
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(b) Environmental Permits. CIPSCO and each of the CIPSCO Subsidiaries has obtained or has
applied for all material environmental, health and safety permits and governmental authorizations
(collectively, the " Environmental Permits") necessary for the construction of their facilities or the
conduct of their operations, and all such Environmental Permits are in good standing or, where
applicable, a renewal application has been timely filed and is pending agency approval, and CIPSCO
and the CIPSCO Subsidiaries are in material compliance with all terms and conditions of the
Environmental Permits, and CIPSCO reasonably believes that any transfer, renewal or reapplication for
any Environmental Permit required as a result of the Company Merger can be accomplished in the
ordinary course of business.

(c) EnvironmentalClaims. To the best knowledge of CIPSCO, there is no material Environmental
Claim (as defined in Section 4.11(g)(i)) pending (i) against CIPSCO or any of the CIPSCO Subsidiaries
or CIPSCO Joint Ventures, or (ii) against any real or personal property or operations which CIPSCO or
any of the CIPSCO Subsidiaries owns, leases or manages, in whole or in part.

(d) Releases. CIPSCO has no knowledge of any material Releases (as defined in Section
4.11(g)(iv)) of any Hazardous Material (as defined in Section 4.11(g)(iii)) that would be reasonably likely
to form the basis of any material Environmental Claim against CIPSCO or any of the CIPSCO
Subsidiaries.

(e) Predecessors. CIPSCO has no knowledge of any material Environmental Claim pending or
threatened, or of any Release of Hazardous Materials that would be reasonably likely to form the basis
of any material Environmental Claim, in each case against any person or entity (including, without
limitation, any predecessor of CIPSCO or any .of the CIPSCO Subsidiaries) whose liability CIPSCO or
any of the CIPSCO Subsidiaries has or may have retained or assumed either contractually or by
operation of law or against any real or personal property which CIPSCO or any of the CIPSCO
Subsidiaries formerly owned, leased or managed, in whole or in part.

(f) Disclosure. To CIPSCO's best knowledge, CIPSCO has disclosed to Union Electric all material
facts which CIPSCO reasonably believes form the basis of a material Environmental Claim arising from
(i) the cost of CIPSCO pollution control equipment currently required or known to be required in the C

future; (ii) the cost that CIPSCO reasonably expects to incur to comply with the requirements of the
Clean Air Act Amendments of 1990; (iii) current CIPSCO remediation costs or CIPSCO remediation
costs known to be required in the future (including, without limitation, any payments to resolve any
threatened or asserted Environmental Claim for remediation costs); or (iv) any other environmental

|
matter affecting CIPSCO. '

(g) As used in this Agreement:

(i) " Environmental Claim" means any and all administrative, regulatory or judicial actions,
suits, demands, demand letters, directives, claims, liens, investigations, proceedings or notices of
noncompliance or violation (written or oral) by any person or entity (including any Governmental
Authority) alleging potential liability (including, without limitation, potential responsibility for or
liability for enforcement, investigatory costs, cleanup costs, governmental response costs, removal
costs, remedial costs, natural-resources damages, property damages, personal injuries or penalties)
arising out of, based on or resulting from (A) the presence, or Release or threatened Release into
the environment, of any Hazardous Materials at any location, whether or not owned, operated,
leased or managed by CIPSCO or any of the CIPSCO Subsidiaries or CIPSCO Joint Ventures (for
purposes of this Section 4.11), or ny Union Electric or any of the Union Electric Subsidiaries or
Union Electric Joint Ventures (for purposes ofSection 5.11); or (B) circumstances forming the basis
of any violation, or alleged violation, of any Environmental Law; or (C) any and all claims by any
third party seeking damages, contribution, indemnification, cost recovery, compensation or
injunctive relief resulting from the presence or Release of any Hazardous Materials.

'
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(ii) "EnvironmentalLaws" means all federal, state, local laws, rules and regulations relating to
pollution, the environment (including, without limitation, ambient air, surface water, groundwater,
land surface or subsurface strata) or protection of human health as it relates to the environment
including, without limitation, laws and regulations relating to Releases or threatened Releases of
Hazardous Materials, or otherwise relating to the manufacture, processing, distribution, use,
treatment, storage, disposal, transport or handling of Hazardous Materials.

(iii) " iia:ardous Materials" means (a) any petroleum or petroleum products, radioactive
materiah., asbestos in any form that is or could become friable, urea formaldehyde foam insulation,
and transformers or other equipment that contain dielectric fluid containing polychlorinated
biphenyls ("PCBs") in regulated concentrations; and (b) any chemicals, materials or substances
which are now defmed as or included in the definition of " hazardous substances", " hazardous
wastes", " hazardous materials", " extremely hazardous wastes", " restricted hazardous wastes",
"toxie substances", " toxic pollutants", or words of similar import, under any Environmental Law;
and (c) any other chemical, material, substance or waste, exposure to which is now prohibited,
limited or regulated under any Environmental Law in a jurisdiction in which CIPSCO or any of
the CIPSCO Subsidiaries or CIPSCO Joint Ventures operates (for purposes of this Section 4.11) or
in which Union Electric or any of the Union Electric Subsidiaries or Union Electric Joint Ventures
operates (for purposes ofSection 5.11).

;

(iv) " Release" means any release, spill, emission, leaking, injection, deposit, disposal, discharge, '

dispersal, leaching or migration into the atmosphere, soil, surface water, groundwater or property.

Section 4.12 Regulation as a Utility. CIPSCO is an exempt public utility holding company under
Section 3(a)(1) of the 1935 Act. CIPS is regulated as a public utility in the State ofIllinois and in no other
state and is an exempt public utility holding company under Sections 3(a)(1) and 3(a)(2) of the 1935 Act.
Except as set forth in the preceding sentence and in Section 4.12 of the CIPSCO Disclosure Schedule, neither
CIPSCO nor any " subsidiary company" or " affiliate"(as those terms are defined in the 1935 Act) of CIPSCO
is subject to regulation as a public utility or public service company (or similar designation) by any other
state in the United States or any foreign country.

Section 4.13 Vote Required. The approval of the Merger by two-thirds of the votes entitled to be cast
by all holders of CIPSCO Common Stock (the "CIPSCO Shareholders' Approval") is the only vote of the I

1

holders of any class or series of the capital stock of CIPSCO or any ofits subsidiaries required to approve
!this Agreement, the Mergers and the other transactions contemplated hereby.
|

Section 4.14 Accounting Matters. Neither CIPSCO, any CIPSCO Subsidiary nor, to CIPSCO's best
knowledge, any ofits affiliates has taken or agreed to take any action that would prevent the transactions to
be effected pursuant to this Agreement from being accounted for as a pooling ofinterests in accordance with

1
GAAP and applicable SEC regulations. As used in this Agreement (except as specifically otherwise defined),

l
the term "afiliate", except where otherwise defined herein, shall mean, as to any person, any other person
which directly or indirectly controls, or is under common control with, or is controlled by, such person. As
used in this definition, " control" (including, with its correlative meanings, " controlled by" and "under
common control with") shall nican possession, directly or indirectly, of power to direct or cause the direction

j
of management or policies (whether through ownership of securities or partnership or other ownership i

interests, by contract or otherwise).

Section 4.15 Non-applicability of Certain Illinois Law. Assuming the representation and warranty of
Union Electric made in Section 118 is correct, and except as set forth in Section 4.15 of the CIPSCO
Disclosure Schedule, none of the business combination or fair price provisions of Sections 5/11.75 or 5/11.85
of the IBCL or any similar provisions of the IBCL (or, to the best knowledge of CIPSCO, any other similar
state statute) are applicable to the transactions contemplated by this Agreement, including the granting of
the CIPSCO Stock Option pursuant to the CIPSCO Stock Option Agreement or the exercise thereof.

A 14



_

*
.

Section 4.16 Opinion offinancial Advisor. CIPSCO has received the oral opinion of Morgan Stanley
& Co. Incorporated, to the effect that, as of August 11,1995, in light of the Union Electric Exchange Ratio,
the CIPSCO Exchange Ratio is fair from a financial point of view to the holders of CIPSCO Common Stock.

Section 4.17 Insuranz Except as set forth in Section 4.17 of the CIPSCO Disclosure Schedule,
CIPSCO and each of tmc #1r$CO Subsidiaries is, and has been continuously since January 1,1990, insured
with fmancially respwk N rers in such amounts and against such risks and losses as are customary in
all material respects for companies conducting the business as conducted by CIPSCO and the CIPSCO
Subsidiaries during such time period. Except as set forth in Section 4.17 of the CIPSCO Disclosure Schedule,

4

neither CIPSCO nor any of the CIPSCO Subsidiaries has received any notice of cancellation or termination
with respect to any material insurance policy of CIPSCO or any of the CIPSCO Subsidiaries. The insurance
policies of CIPSCO and each of the CIPSCO Subsidiaries are valid and enforceable policies in all material
respects.

Section 4.18 Ownership of Union Electric Common Stock. Except pursuant to the terms of the Union
Electric Stock Option Agreement and as set forth in Section 4.18 of the CIPSCO Disclosure Schedule,
CIPSCO does not " beneficially own" (as such term is defined for purposes of Section 13(d) of the Exchange
Act) any shares of Union Electric Common Stock or Union Electric Preferred Stock.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF UNION ELECTRIC

Union Electric represents and warrants to CIPSCO as follows:

Section 5.1 Organization and Qual (/ication. Except as set forth in Section 5.1 of the Union Electric
Disclosure Schedule (as defined in Section 7.6(i)), each of Union Electric and each Union Electric Subsidiary
(as defined below) is a corporation duly organized, validly existing and in good standing under the laws ofits
jurisdiction of incorporation or organization, has all requisite corporate power and authority, and has been
duly authorized by all necessary approvals and orders to own, lease and operate its assets and properties to
the extent owned, leased and operated and to carry on its business as it is now being conducted and is duly
qualified and in good standing to do business in each jurisdiction in which the nature ofits business or the
ownership or leasing of its assets and properties makes such quali5 cation necessary. As used in this
Agreement, the term: (a) " Union Electric Subsidiary" shall mean those of the subsidiaries and general
partnership interests of Union Electric identified as Union Electric Subsidiaries in Section 5.2 of the Union

!
Electric Disclosure Schedule; and (b) " Union Electric Joint Venture" shall mean those of the joint ventures

{of Union Electric or any Union Electric Subsidiary identified as a Union Electric Joint Venture in Section 5.2 :
of the Union Electric Disclosure Schedule.

Section 5.2 Subsidicries. Section 5.2 of the Union Electric Disclosure Schedule sets forth a description
as of the date hereof of all subsidiaries and joint ventures of Union Electric, including (a) the name of each
such entity and Union Electric's interest therein, and (b) as to each Union Electric Subsidiary and Union i

Electric Joint Venture, a brief description of the principal line or lines of business conducted by each such
entity. Except as set forth in Section 5.2 of the Union Electric Disclosure Schedule, none of the Union Electric
Subsidiaries is a "public utility company", a " holding company", a " subsidiary company" or an " affiliate" of
any public utility company within the meaning of Section 2(a)(5),2(a)(7),2(a)(8) or 2(a)(11) of the 1935 Act,
respectively. Except as set forth in Section 5.2 of the Union Electric Disclosure Schedule, all of the issued

q

and outstanding shares of capital stock of each Union Electric Subsidiary are validly issued, fully paid,
nonassessable and free of preemptive rights, and are owned directly or indirectly by Union Electric free and
clear of any liens, claims, encumbrances, security interests, equities, charges and options of any nature
whatsoever and there are no outstanding subscriptions, options, calls, contracts, voting trusts, proxies or other
commitments, understandings, restrictions, arragements, rights or warrants, includinF any right of
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conversion or exchange under any outstanding security, instrument or other agreement, obligating any such
Union Electric Subsidiary to issue, deliver or sell, or cause to be issued, delivered or sold, additional shares of I

its capital stock or obligating it to grant, extend or enter into any such agreement or commitment. With
respect to the subsidiaries and joint ventures of Union Electric that are not Union Electric Subsidiaries (the
" Union Electric Unrestricted Subidiaries"): (i) except as set forth in Section 5.2 of the Union Electric
Disclosure Schedule, neither Union Electric nor any Union Electric Subsidiary is liable for any obligations or
liabilities of any Union Electric Unrestricted Subsidiary; (ii) neither Union Electric nor any Union Electric
Subsidiary is obligated to make any loans or capital contributions to, or to undertake any guarantees or other
obligations with respect to, Union Electric Unrestricted Subsidiaries, except for loans, capital contributions,
guarantees and other obligations not in excess of $20 million in the aggregate to all such Union Electric
Unrestricted Subsidiaries; and (iii) the aggregate book value as of December 31,1994, of Union Electric's
investment in the Union Electric Unrestricted Subsidiaries (other than Electric Energy, Inc., an Illinois
corporation) was not in excess of $10 million.

Section 5.3 Capitalization. The authorized capital stock of Union Electric consists of 150,000,000
shares of Union Electric Common Stock,25,000,000 shares of Union Electric Preferred Stock and 7,500,000
shares of preference stock, par value $1.00 per share (" Union Electric Preference Stock"). As of the close of
business on August 11, 1995, there were issued and outstanding 102,123,834 shares of Union Electric
Common Stock, 3,434,596 shares of Union Electric Preferred Stock and no stres of Union Electric
Preference Stock. All of the issued and outstanding shares of the capital stock of Union Electric are, and any
shares of Union Electric Common Stock issued pursuant to the Union Electric Stock Option Agreement will
be, validly issued, fully paid, nonassessable and free of preemptive rights. Except as set forth in Section 5.3 of
the Union Electric Disclosure Schedule, as of the date hereof, there are no outstanding subscriptions, options,
calls, contracts, voting trusts, proxies or other commitments, understandings, restrictions, arrangements,
rights or warrants, including any right of conversion or exchange under any outstanding security, instrument

,

or other agreement, obligating Union Electric or any of the Union Electric Subsidiaries to issue, deliver or
sell. or cause to be issued, delivered or sold, additional shares of the capital stock of Union Electric, or
obligating Union Electric to grant, extend or enter into any such agreement or commitment, other than under
the Union Electric Stock Option Agreement. Other than in connection with the Union Electric Stock Option,
there are no outstanding stock appreciation rights of Union Electric which were not granted in tandem with
a related stock option and no outstanding limited stock appreciation rights or other rights to redeem for cash
options or warrants of Union Electric.

Section 5.4 Authority: Non-Contravention: Statutory Approvals: Compliance.

(a) Authorio. Union Electric has all requisite corporate power and authority to enter into this
Agreement and the Union Electric Stock Option Agreement, and, subject to the applicable Union
Electric Shareholders' Approval (as defmed in Section 5.13) and the applicable Union Electric Required
Statutory Approvals (as defmed in Section 5.4(c)), to consummate the transactions contemplated here by
or thereby. The execution and delivery of this Agreement and the Union Electric Stock Option
Agreement and the consummation by Union Electric of the transactions contemplated hereby and
thereby have been duly authorized by all necessary corporate action on the part of Union Electric,
subject, in the case of this Agreement, to obtaining the applicable Union Electric Shareholders'
Approval. Each of this Agreement and the Union Electric Stock Option Agreement has been duly and
validly executed and delivered by Union Electric and, assuming the due authorization, execution and
delivery hereof and thereof by the other signatories hereto and thereto, constitutes the valid and binding
obligation of Union Electric enforceable against it in accordance with its terms.

(b) Kon-Contravention. Except as set forth in Section 5.4(b) of the Union Electric Disclosure
Schedule, the execution and delivery of this Agreement and the Union Electric Stock Option Agreement
by Union Electric does not, and the consummation of the transactions contemplated hereby or thereby
will not, result in a material violation pursuant to any provisions of(i) the articles ofincorporation, by.
laws or similar governing documents of Union Electric or any of the Union Electric Subsidiaries or the
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! Union Electric Joint Ventures,(ii) subject to obtaining the Union Electric Required Statutory Approvals
! and the receipt of the Union Electric Shareholders' Approval, any statute, law, ordinance, rule,

regulation, judgment, decree, order, injunction, writ, permit or license of any Governmental Authority
| applicable to Union Electric or any of the Union Electric Subsidiaries or the Union Electric Joint
i Ventures or any of their respective properties or assets or (iii) subject to obtaining the third-party
| consents set forth in Section 5.4(b) of the Union Electric Disclosure Schedule (the " Union Electric

Required Consents"), any material note, bond, mongage, indenture, deed of trust, license, franchise,
permit, concession, contract, lease or other instrument, obligation or agreement of any kind to which - ;

Union Electric or any of the Union Electric Subsidiaries or Union Electric Joint Ventures is a party or 1

by which it or any ofits properties or assets may be bound or affected.

(c) Statutory Approvals. No declaration, filing or registration with, or notice to or authorization,
consent or approval of, any Governmental Authority is necessary for the execution and delivery of this

j
Agreement or the Union Electric Stock Option Agreement by Union Electric or the consummation by
Uni 3n Electric of the transactions contemplated hereby, except as described in Section 5.4(c) of the ;
Union Electric Disclosure Schedule (the " Union Electric Required Statutory Approvals", it being '

understood that references in this Agreement to " obtaining" such Union Electric Required Statutory;

| Approvals shall mean making such declarations, filings or registrations; giving such notices; obtaining i

such authodzations, consents or approvals; and having such waiting periods expire as are necessary to
]avoid a violation oflaw). .

(d) Compliance. Except as set forth in Section 5.4(d), Section 5.10 or Section 5.11 of the Union
Electric Disclosure Schedule, or as disclosed in the Union Electric SEC Reports (as defined in Section i

5 5) filed prior to the date hereof, neither Union Electric nor any of the Union Electric Subsidiaries nor, i
to the knowledge of Union Electric, any Union Electric Joint Venture, is in material violation of, is under
investigation with respect to any material violation of, or has been given notice or been charged with
any material violation of, any law, statute, order, rule, regulation, ordinance or judgment (including,
without limitation, any applicable environmental law, ordinance or regulation) of any Governmental |

,

|

Authority. Except as set forth in Section 5.4(d) of the Union Electdc Disclosure Schedule or in Section '

5.11 of the Union Electric Disclosure Schedule, Union Electric and the Union Electric Subsidiaries and
Union Electric Joint Ventures have all permits, licenses, franchises and other governmental
authorizations, consents and approvals necessary to conduct their businesses as presently conducted in l

all material respects. Except as set forth in Section 5.4(d) of the Union Electric Disclosure Schedule, i
Union Electric and each of the Union Electric Subsidiaries is not in material breach or violation of or in ;

material default in the performance or observance of any term or provision of, and no event has occurred l

which, with lapse of time or action by a third party, could result in a material default under, (i)its articles
ofincorporation or by laws or (ii) any material contract, commitment, agreement, indenture, mortgage,
loan agreement, note, lease, bond, license, approval or other instrument to which it is a party or by which
it is bound or to which any ofits property is subject.

Section 5.5 Reports and FinancialStatements. The filings required to be made by Union Electric and
the Union Electric Subsidiaries since January 1,1990 under the Securities Act, the Exchange Act, the 1935
Act, the Power Act, the Atomic Energy Act and applicable state public utility laws and regulations have
been filed with the SEC, the FERC, the NRC or the appropriate state public utilities commission, as the case
may be, including all forms, statements, reports, agreements (oral or written) and all documents, exhibits,
amendments and supplements appertaining thereto, and complied, as of their respective dates, in all material I

respects with all applicable requirements of the appropriate statute and the rules and regulations thereunder. !

Union Electric has made available to CIPSCO a true and complete copy of each report, schedule, registration
statement and definitive proxy statement filed by Union Electric with the SEC since January 1,1992 (as such g
documents have since the time of their filing been amended, the " Union Electric SEC Reports"). As of their

. respective dates, the Union Electric SEC Reports did not contain any untrue statement of a material fact or .
!

;

omit to state a material fact required to be stated therein or necessary to make the statements therein, in hght ;

of the circumstances under which they were made, not misleading. The audited financial statements and <
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unaudited interim fmancial statements of Union Electric included in the Union Electric SEC Reports
(collectively, the " Union Electric Financial Statements") have been prepared in accordance with GAAP
(except as may be indicated therein or in the notes thereto and except with respect to unaudited statements
as permitted by Form 10-Q of the SEC) and fairly present the fmancial position of Union Electric as of the
dates thereof and the results of its operations and cash flows for the periods then ended. True, accurate and
complete copies of Union Electric's Restated Articles of Incorporation and by-laws of Union Electric as in
effect on the date hereof have been made available to CIPSCO.

Section 5.6 Absence of Certain Changes or Events. Except as disclosed in the Union Electric SEC
Reports fded prior to the date hereof or as set forth in Section 5.6 of the Union Electric Disclosure Schedule,
from December 31,1994, Union Electric and each of the Union Electric Subsidiaries have conducted their
business only in the ordinary course of business consistent with past practice and there has not been, and no
fact or condition exists which would have or, insofar as reasonably can be foreseen, could have, a material
adverse effect on the business, assets, financial condition, results of operations or prospects of Union Electric
and its subsidiaries taken as a whole (an " Union Electric Material Adverse Efect").

Section 5.7 Litigation. Except as disclosed in the Union Electric SEC Reports fded prior to the date
hereof or as set forth in Section 5.7, Section 5.9 or Section 5.11 of the Union Electric Disclosure Schedule, (i)
there are no material claims, suits, actions or proceedings, pending or, to the knowledge of Union Electric,
threatened, nor are there, to the knowledge of Union Electric, any materialinvestigations or reviews pending
or threatened againr relating to or affecting Union Electric or any of the Union Electric Subsidiaries, (ii)
there have not been any significant developments since December 31,1994 with respect to such disclosed
claims, suits, actions, proceedings, investigations or reviews and (iii) there are no materialjudgments, decrees,
injunctions, rules or orders of any court, governmental department, commission, agency, instrutnentality or
authority or any arbitrator applicable to Union Electric or any of the Union Electric Subsidiaries.

Section 5.8 Registration Statement and Proxy Statement. None of the information supplied or to be
supplied by or on behalf of Union Electric for inclusion or incorporation by reference in (i) the Registration
Statement will, at the time the Registration Statement is filed with the SEC and at the time it becomes effective
under the Securities Act, contain any untrue statement of a material fact or omit to state any material fact
required to be stated therein or necessary to make the statements therein not misleading and (ii) the Proxy
Statement will not, at the dates mailed to shareholders and at the times of the meetings of shareholders to be
held in connection with the Mergers, contain any untrue statement of a material fact or omit to state any
material fact required to be stated therein or necessary in order to make the statements therein, in light of
the circumstances under which they are made, not misleading. The Registration Statement and the Proxy
Statement, insofar as they relate to Union Electric or any Union Electric Subsidiary, will comply as to form
in all material respects with the applicable provisions of the Securities Act and the Exchange Act and the
rules and regulations thereunder.

Section 5.9 Tax Matters. Except as set forth in Section 5.9 of the Union Electric Disclosure Schedule:

(a) Filing of Timely Tax Returns. Union Electric and each of the Union Electric Subsidiaries have
fded (or there has been filed on its behalf) all material Tax Returns required to be filed by each of them
und- applicable law. All such Tax Returns were and are in all material respects true, complete and
correct and fded on a timely basis.

(b) Payment of Taxes. Union Electric and each of the Union Electric Subsidiaries have, within
the time and in the manner prescribed by law, paid all Taxes that are currently due and payable except
for those contested in good faith and for which adequate reserves have been taken.

(c) Deferred Income Taxes. Union Electric and the Union Electric Subsidiaries have accounted
for deferred income taxes in accordance with GAAP.

(d) Tax Liens. There are no Tax liens upon the assets of Union Electric or any of the Union
Electric Subsidiaries except liens for Taxes not yet due.

1
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(c) Withholding Taxes. Union Electric and each of the Union Electric Subsidiaries have complied
in all material respects with the provisions of the Code relating to the withholding of Taxes, as well as
similar provisions under any other laws, and have, within the time and in the manner prescribed by law, -]
withheld from employee wages and paid over to the proper governmental authorities all amounts
requirW.

(f) Extensions of Time for Filing Tax Returns. Neither Union Electric nor any of the Union
Electric Subsidiaries has requested any extension of time within which to file any Tax Return, which |
Tax Retum has not since been filed. !

(g) Waivers of Stature of Limitations. Neither Union Electric nor any of the Union Electric ;

Subsidiaries has executed any outstanding waivers or comparable consents regarding the' application of j
the statute oflimitations with respect to any Taxes or Tax Returns. j

(h) Expiration ofStatute of Limitations. The statute of limitations for the assessment of all Taxes
has expired for all applicable Tax Returns of Union Electric and each of the Union Electric Subsidiaries '

or those Tax Returns have been examined by the appropriate taxing authorities for all periods through i

the date hereof, and no deficiency for any Taxes has been proposed, asserted or assessed against Union !

Electric or any of the Union Electric Subsidiaries that has not been resolved and paid in full. {
(i) Audit. Administrative and Court Proceedings. No audits or other administrative proceedings or )

court proceedings are presently pending with regard to any Taxes or Tax Returns of Union Electric or |
any of the Union Electric Subsidiaries. ;

(i) Powers ofAttorney. No power of attorney currently in force has been granted by Union Electric ;

or any of the Union Electric Subsidiaries concerning any Tax matter, t

(k) Tax Rulings. Neither Union Electric nor any of the Union Electric Subsidiaries has received a |
Tax Ruling or entered into a Closing Agreement with any taxing authority that would have a continuing ,

adverse effect after the Closing Date. ]
(1) Avallability of Tax Returns. Union Electric has made available to CIPSCO complete and accurate |

copies of(i) all Tax Returns, and any amendments thereto, fded by Union Electric or any of the Union ' 1

Electric Subsidiaries since January 1,1992, (ii) all audit reports received from any taxing authority i

relating to any Tax Return filed by Union Electric or any of the Union Electric Subsidiaries and (iii) any ' 1

Closing Agreements entered into by Union Electric or any of the Union Electric Subsidiaries with any T

taxing authority.

(m) Tax Sharing Agreements. Neither Union Electric nor any Union Electric Subsidiary is a party I

to any agreement relating to allocating or sharing of Taxes. ;

(n) Code Section 2806. Neither Union Electric nor any of the Union Electric Subsidiaries is a party
'

to any agreement, contract, or arrangement that could result, on account of the transactions
contemplated hereunder, separately or in the aggregate, in the payment of any " excess parachute

'

payments" within the meaning of Section 280G of the Code.

(o) Liabili for Others. Neither Union Electric nor any of the Union Electric Subsidiaries has anyf
liability for Taxes of any person other than Union Electric and the Union Electric Subsidiaries (i) under
Treasury Regulations Section 1.1502-6 (or any similar provision of state, local or foreign law) as a
transferee or successor, (ii) by contract, or (iii) otherwise.

Section 5.10 Employee Matters; ERISA. Except as set forth in Section 5.10 of the Union Electric
Disclosure Schedule: :

(a) Beneft Plans. Section 5.10(a) of the Union Electric Disclosure Schedule contains a true and i

complete list of each employee benefit plan covering employees, former employees, directors or former 1

directors of Union Electric and each of the Union Electric Subsidiaries or their beneficiaries, or providing ;
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benefits to such persons in respect of services provided to any such entity, including, but not limited to,
any employee benefit plans within the meaning of Section 3(3) of ERISA and any severance or change
in control agreement (collectively, the " Union Electric Beneft Plans"). No Union Electric Benefit Plan |

is a "multiemployer plan" as defined in Section 3(37) of ERISA. I

(b) Contributions. All material contributions and other payments required to be made for any
period through the date to which this representation speaks, by Union Electric or any of the Union
Electric Subsidiaries to any Union Electric Benefit Plan (or to any person pursuant to the terras thereof)
have been timely made or paid in full, or, to the extent not required to be made or paid on or before the
date to which this representation speaks, have been reflected in the Union Electric Financial Statements.

(c) Quahfcation Compliance. Each of the Union Electric Benefit Plans intended to be " qualified"
within the meaning of Section 401(a) of the Code has been determined by the IRS to be so qualified or i

an application for such a determination, which was filed before the expiration of the applicable remedial l
amendment period, is pending, and, to the best knowledge of Union Electric, no circumstances exist
that are reasonably expected by Union Electric to result in the revocation of any such determination.
Union Electric and each ofits subsidiaries is in compliance in all material respects with, and each of the

|
Union Electric Benefit Plans is and has been operated in all material respects in compliance with, all '

applicable laws, rules and regulations governing such plan, including, without limitation, ERISA and
the Code. Each Union Electric Benefit Plan intended to provide for the deferral ofincome, the reduction

{
of salary or other compensation, or to afford other income tax benefits, complies with the requirements

!
of the applicable provisions of the Code or other laws, rules and regulations required to provide such

j
income tax benefits. There are no pending or, to the knowledge of Union Electric, threatened or

;

anticipated claims under or in respect of any Union Electric Benefit Plan by or on behalf of any '

employee, former employee, director, former director, or beneficiary thereof, or otherwise involving any
Union Electric Benc51 Plan (other than routine claims for benefits).

!

(d) Liabilities. With respect to the Union Electric Benefit Plans, individually and in the aggregate, !
no event has occurred, and, to the best knowledge of Union Electric, there does not now exist any
condition or set of circumstances, that could subject Union Electric or any of the Union Electric
Subsidiaries to any material liability arising under the Code, ERISA or any other applicable law
(including, without limitation, any liability to any such plan or the PBGC), or under any indemnity
agreement to which Union Electric or any subsid!ary thereofis a party, excluding liability for benefit

,

'

claims, administrative expenses and funding obligations payable in the ordinary course. No event has
!

occurred, and, to the best knowledge of Union Electric, there does not now exist any condition or set of
circumstances, that could give rise to any materialliability of Union Electric or any ERISA Affiliate of
Union Electric under (i) Title IV of ERISA (other than for PBGC premium payments), (ii) Section 302
of ERISA, (iii) Sections 412 and 4971 of the Code, or (iv) the continuation coverage requirements of
Section 601 et seq. of ERISA and section 4980B of the Code (other than for the payment of benefits
required thereby), that would be a liability of the Company or any ofits ERISA Affiliates following the
Closing.

(e) Welfare Plans. Except as set forth in the Union Electric Financial Statements, none of the
Union Electric Benefit Plans that are " welfare plans", within the meaning of Sectier. 3(1) of ERISA,
provides for any retiree benefits, other than continuation coverage required to be prosided under Section

i

4980B of the Code er Part 6 of Title I of ERISA or other applicable laws.

(f) Documents Made Avallable. Union Electric has made available to CIPSCO a true and correct
copy of each collective bargaining agreement to which Union Electric or any of the Union Electric

4

I

Subsidiaries is a party or under which Union Electric or any of the Union Electric Subsidiaries has
obligations and, with respect to each Union Electric Benefit Plan, where applicable, (i) such plan and
the most recent summary plan description, (ii) the most recent annual report filed with the IRS, (iii)
each related trust agreement, insurance contract, service provider or investment management agreement
(including all amendments to each such document), (iv) the most recent determination of the IRS with
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respect to the qualified status of such Union Electric Benent Plan, and (v) the most recent actuarial
report or valuation.

(g) Payments Resultingfrom Merger. (i) The consummation or announcement of any transaction
contemplated by this Agreement will not (either alone or upon the occurrence of any additional or
further acts or events) result in any (A) payment (whether of severance pay or otherwise) becoming due
from Union Electric or any of the Union Electric Subsidiaries to any o5cer, employee, former employee,
director or former director thereof or to the trustee under any " rabbi trust" or similar arrangement, or
(B) benefit under any Union Electric Benefit Plan being established or becoming accelerated, vested or |
payable and (ii) neither Union Electric nor any of the Union Electric Subsidiaries is a party to (A) any
management, employment, deferred compensation, severance (including any payment, right or benefit
resulting from a change in control), bonus or other contract for personal services with any omcer,
director or employee, (B) any consulting contract with any person who prior to entering into such
contract was a director or omcer of Union Electric, or (C) any plan, agreement, arrangement or
understanding similar to any of the foregoing.

(h) Labor Agreements. As of the date hereof, neither Union Electric nor any of the Union Electric
Subsidiaries is a party to any collective bargaining agreement or other labor agreement with any union
or labor organization. To the best knowledge of Union Electric, as of the date hereof, there is no current
union representation question involving employees of Union Electric or any of the Union Electric
Subsidiaries, nor does Union Electric know of any activity or proceeding of any labor organization (or
representative thereof) or employee group to organize any such employees. Except as disclosed in the
Union Electric SEC Reports filed prior to the date hereof or in Section 5.10(h) of the Union Electric
Disclosure Schedule (i)'there is no unfair labor practice, employment discrimination or other material
complaint against Union Electric or any of the Union Electric Subsidiaries pending or, to the best
knowledge of Union Electric, threatened, (ii) there is no strike, or lockout or material dispute, slowdown
or work stoppage pending, or to the best knowledge of Union Electric, threatened, against or invohing
Union Electric, and (iii) there is no proceeding, claim, suit, action or governmental investigation pending
or, to the best knowledge of Union Electric, threatened, in respect of which any director, omeer,
employet. m 3ent of Union Electric or any of the Union Electric Subsidiaries is or may be entitled to
claim indemmtication from Union Electric or such Union Electric Subsidiary pursuant to their respective

,

:
articles of incorporation or by-laws or as provided in the indemnification agreements listed in Section
5.10(h) of the Union Electric Disclosure Schedule.

Section 5.11 EnvironmentalProtection. Except as set forth in Section 5.11 of the Union Electric
Disclosure Schedule or in the Union Electric SEC Reports filed prior to the date hereof:

(a) Compliance. Union Electric and each of the Union Electric Subsidiaries is in material ;

compliance with all applicable Environmental Laws; and neither Union Electric nor any of the Union
Electric Subsidiaries has received any communication (written or oral) from any person or Governmental
Authority that alleges that Union Electric or any of the Union Electric Subsidiaries is not in material
compliance with applicable Environmental Laws. |

'

(b) Environmental Permits. Union Electric and each of the Unior. Electric Subsidiaries has )obtained or has applied for all the Environmental Permits necessary for the construction of their facilities '

or the conduct of their operations, and all such Environmental Permits are in good standing or, where
applicable, a renewal application has been timely filed and is pending agency approval, and Union
Electric and the Union Electric Subsidiaries are in material compliance with all terms and conditions of,

| the Environmental Permits, and Union Electric reasonably believes that any transfer, renewal or
! reapplication for any Environmental Permit required as a result of the Union Electric Merger can be '

y

accomplished in the ordinary course of business.
I

(c) Environmental Cla/ms. To the best knowledge of Union Electric, there is no material
Environmental Claim pending (i) against Union Electric or any of the Union Electric Subsidiaries or i
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Union Electric Joint Ventures, or (ii) against any real or personal property or operations which Union
!

Electric or any of the Union Electric Subsidiaries owns, leases or manages, in whole or in part.|

(d) Releases. Union Sectric has no knowledge of any material Releases of any Hazardous
Material that would be reasonably likely to form the basis of any material Environmental Claim against
Union Bectric or any of the Union Electric Subsidiaries.

1 (e) Predecessors. Union Electric has no knowledge of any material Environmental Claim pending
or threatened, or of any Release of Hazardous Materials that would be reasonably likely to form the

i

basis of any material Environmental Claim, in each case against any person or entity (including, without
|

limitation, an/ predecessor of Union Electric or any of the Union Ecctric Subsidiaries) whose liability
Union Electric or any of the Union Electric Subsidiaries has or may have retained or assumed either

| contractually or by operation oflaw or against any real or personal property which Union Electric or
|

any of the Union Electric Subsidiaries formerly owned, leased or managed, in whole or in part.

| (f) Disclosure. To Union Electric's best knowledge, Union Electric has disclosed to CIPSCO all

!
material facts which Union Electric reasonably believes form the basis of a material Environmental

,

Claim arising from (i) the cost of Union Electric pollution control equipment currently required or'

known to be required in the future; (ii) the cost that Union Electric reasonably expects to incur to comply
with the requirements of the Clean Air Act Amendments of 1990; (iii) current Union Electric
remediation costs or Union Electric remediation costs known to be required in the future (including,

!

without limitation, any payments to resolve any threatened or asserted Environmental Claim for
remediation costs); or (iv) any other environmental matter affecting Union Electric.

Section 5.12 Regulation as a Utility. Union Electric is regulated as a public utility in the States of
Missouri and Illinois and in no other state. Neither Union Electric nor any " subsidiary company" or
" affiliate" of Union Eectric is subject to regulation as a public utility or public service company (or similar
designation) by any other state in the United States or any foreign country.

! Section 5.13 Vote Required. The approval of the Mergers by two-thirds of the votes entitled to be cast
!

by the holders of the shares of Union Electric Common Stock and Union Electric Preferred Stock, votin;;I

together as a single class (the " Union Electric Shareholders'Approral"), is the only vote of the holders of any
class or series of the capital stock of Union Electric or any of its subsidiaries required to approve this
Agreement, the Mergers and the other transactions contemplated hereby.

Section 5.14 Accounting Matters. Neither Union Electric nor, to Union Electric's best knowledge, any
ofits affiliates has taken or agreed to take any action that would prevent the Company from accounting for
the transactions to be effected pursuant to this Agreement as a pooling ofinterests in accordance with GAAP
and applicable SEC regulations.

Section 5.15 Non-applicability of Certain Missouri Law. Assuming that the representation and
warranty of CIPSCO made in Section 4.18 is correct, and except as set forth in Section 5.15 of the Union
Electric Disclosure Schedule, none of the control share acquisition provisions of Sections 351.407 and 351.015:

i
of the MGBCL or the business combination provisions of Section 351.459 of the MGBCL or any similar

| provisions of the MGBCL (or, to the best knowledge of Union Electric, any other similar state statute) arei

applicable to the transactions contemplated by this Agreement including the granting of the Union Electric
Stock Option pursuant to the Union Electric Stock Option Agreement or the exercise thereof.

Section 5.16 Opinion ofFinancial Advisor. Union Electric has received the oral opinion of Goldman,
Sachs & Co. to, the effect that, as of August II,1995, the Exchange Ratios are fair from a financial point of
view to the holders of Union Electric Common Stock.

Section 5.17 Insurance. Except as set forth in Section 5.17 of the Union Electric Disclosure Schedule.
Union Electric and each of the Union Electric Subsidiaries is, and has been continuously since January 1,
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1990, insured with financially responsible insurers in such amounts and against such risks and losses as are
customary in all material respects for companies conducting the business as conducted by Union Electric
and the Union Electric Subsidiaries during such time period. Except as set forth in Section 5.17 of the Unioni

Electric Disclosure Schedule, neither Union Electric nor any of the Union Electric Subsidiaries has received
any notice of cancellation or termination with respect to any material insurance policy of Union Electric or

. any of the Union Electric Subsidiaries. The insurance policies of Union Electric and each of the Union
Electric Subsidiaries are valid and enforceable policies in all material respects.

Section 5.18 Ownership of CIPSCO Common Stock. Except pursuant to the terms of the CIPSCO
Stock Option Agreement, Union Electric does not " beneficially own"(as such term is defined for purposes of
Section 13(d) of the Exchange Act) any shares of CIPSCO Common Stock.

Section 5.19. Operations of Nuclear Power Plant. Except as set forth in Section 5.18 of the Union
Electric Disclosure Schedule, the operations of the nuclear power facility owned by Union Electric
("Callaway") have at all times been conducted in material compliance with applicable health, safety,
regulatory and other legal requirements. Union Electric maintains emergency plans designed to respond to
an unplanned release from Callaway of radioactive materials into the environment. Union Electric currently
maintains (i) customary liability insurance consistent with industry practice and consistent with Union
Electric's view of the risks inherent to the operation of a nuclear power facility and (ii) plans for the
decommissioning of Callaway and for the short-term storage of spent nuclear fuel, which plans have at all
times been funded consistent with budget projections for such plans.

ARTICLE VI

CONDUCT OF BUSINESS PENDING THE MERGER

Section 6.1 Covenants of the Parties. After the date hereof and prior to the Effective Time or earlier
termination of this Agreement, Union Electric and CIPSCO each agree as follows, each as to itself and to
each of the Union Electric Subsidiaries and the CIPSCO Subsidiaries, as the case may be, except as expressly
conternplated or permitted in this Agreement, the Union Electric Stock Option Agreement or the CIPSCO
Stock Option Agreement, or to the extent the other parties hereto shall otherwise consent in writing:

'

(a) Ordinary Course ofBusiness. Each party hereto shall, and shall cause its Direct Subsidiaries
to, carry on their respective businesses in the usual, regular and ordinary course in substantially the same
manner as heretofore conducted and use all commercially reasonable efforts to preserve intact their
present business organizations and goodwill, preserve the goodwill and relationships with customers,
suppliers and others having business dealings with them and, subject to prudent management of
workforce needs and ongoing programs currently in force, keep available the services of their present
officers and employees. Except as set forth in Section 6.l(a) of the Union Electric Disclosure Schedule
or the CIPSCO Disclosure Schedule, respectively, no party shall, nor shall any party permit any of its
Direct Subsidiaries to, enter into a new line of business, or make any change in the line of business it
engages in as of the date hereofinvolving any materialinvestment of assets or resources or any material
exposure to liability or loss, in the case of CIPSCO, to CIPSCO and its subsidiaries taken as a whole,
and in the case of t,nion Electri;, to Union Electric and its subsidiaries taken as a whole.

(b) Dividends. No party shall, nor shall any party permit any of its Direct Subsidiaries to, (i)
|

declare or pay any dividends on or make other distributions in respect of any of their capital stock other '

than to such party or its wholly owned subsidiaries, regular quarterly dividends on Union Electric i
| Common Stock with usual record and payment dates not, during any fiscal year, in excess of 104% of

|
| the dividends for the prior fiscal year, regular quarterly dividends on Union Electric Preferred Stock

with usual record and payment dates, regular quarterly dividends on CIPSCO Common Stock with usual

record and payment dates not, during any fiscal year, in excess of 104% of the dividends for the prior
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fiscal year and regular quarterly dividends on CIPS Preferred Stock with usual record and payment
dates; (ii) split, combine or reclassify any of their capital stock or issue or authorize or propose the
issuance of any other securities in respect of, in lieu of, or in substitution for, shares of their capital
stock; or (iii) redeem, repurchase or otherwise acquire any shares of their capital stock, other than (A)
in connection with refunding of CIPS Preferred Stock or Union Electric Preferred Stock with preferred
stock or debt at a lower cost of funds (calculating such cost on an after tax basis), (B) in connection

,

with intercompany purchases of capital stock or (C) for the purpose of funding the Union Electric
<

Dividend Reinvestment and Stock Purchase Plan, the CIPSCO Automatic Dividend Reinvestment and
Stock Purchase Plan, the CIPS Employee Long-Term Savings Plan, Employee I.ong-Term Savings Plan
IBEW-702, and Employee Long-Term Savings Plan IUOE 148 (the "CIPS 401(k) Plans"), the Union
Electric Savings Investment Plan, and/or the Union Electric Long-Term Incentive Plan of 1995 (" Union
Electric L TIP"). The last record date of each of Union Electric and CIPSCO on or prior to the Effective
Time which relates to a regular quarterly dividend on Union Electric Common Stock or CIPSCO
Common Stock, as the case may be, shall be agreed to by the parties in advance and shall be the samedate and shall be prior to the Effective Time.

(c) Issuance o/ Securities. No party shall, nor shall any party permit any ofits Direct Subsidiaries
to, issue, agree to issue, deliver, sell, award, pledge, dispose of or otherwise encumber or authorize or
propose the issuance, delivery, sale, award, pledge, disposal or other encumbrance of, any shares of their
capital stock of any class or any securities convertible into or exchangeable for, or any rights, warrants
or options to acquire, any such shares or convertible or exchangeable securities, other than pursuant to
the CIPSCO Stock Option Agreement or the Union Electric Stock Option Agreement
intercompany issuances of capital stock, and other than issuances (i) in the case of CIPSCO and th

, other than

CIPSCO Subsidiaries, in connection with refunding CIPS Preferred Stock with preferred stock or debt
e

at a lower cost of funds (calculating such cost on an after-tax basis); and (ii), in the case of Union Electric
and the Union Electric Subsidiaries (x)in connection with refunding of Union Electric Preferred Stock
with preferred stock or debt at a lower cost of funds (calculating such cost on an after-tax basis); and (y)
up to 500,000 shares of Union Electric Common Stock to be issued pursuant to the Union Electric Long-
Term Incentive Plan of 1995. The parties shall promptly furnish to each other such information as may
be reasonably requested including financial information and take such action as may be reasonably
necessary and otherwise fully cooperate with each other in the preparation of any registration statement
under the Securities Act and other documents necessary in connection with issuance of securities as
contemplated by this Section 6.l(c), subject to obtaining customary indemnities.

(d) CharterDocaments.
No party shall, and no party shall permit any ofits subsidiaries to, amend

or propose to amend its respective articles of incorporation, by-laws or regulations, or similar organicdocuments, except as contemplated herein.

(e) No Acquisitions.
Except as set forth in Section 6.l(bb) or 6.l(e) of the CIPSCO Disclosure

Schedule or the Union Electric Disclosure Schedule, other than (i) acquisitions by CIPSCO and its
Direct Subsidiaries not in excess of $15 million, singularly or in the aggregate and (ii) acquisitions by
Union Electric and its Direct Subsidiaries not in excess of 59 million, singularly or in the aggregate, no:

rarty shall, nor shall any party permit any of its Direct Subsidiaries to, acquire, or publicly propose to|

acquire, or agree to acquire, by merger or consolidation with, or by purchase or otherwise, a substantial
equity interest in or a substantial portion of the assets of, any business or any corporation, partnership,
association or other business organization or division thereof, nor shall any party acquire or agree to
acquire a material amount of asrets other than in the ordinary course of business consistent with pastpractice.

(f) Capital Expenditures and Emission Allowances. Except as set forth in Section 6.l(f) of the
CIPSCO Disclosure Schedule or the Union Electric Disclosure Schedule or as required by law, no party
shall, nor shall any party permit any ofits Direct Subsidiaries to, (i) (x) in the case of CIPSCO, make
capital expenditures in excess of 575 million over the amount budgeted by CIPSCO or its Direct |

!
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Subsidiaries for capital expenditures as set forth in such Section 6.l(f) of the CIPSCO Disclosure
Schedule and (y) in the case of Union Electric, make capital expenditures in excess of $200 million over

{the amount budgeted by Union Electric or its Direct Subsidiaries for capital expenditures as set forth in
!

such Section 6.l(f) of the Union Electric Disclosure Schedule or (ii) enter into written commitments for
the purchase of sulfur dioxide emission allowances as provided for by the Clean Air Act Amendments
of 1990, (x) in the case of CIPSCO, in excess of $15 million and (y) in the case of Union Electric, in
excess of $20 million, in each case singularly or in the aggregate.

(g) No Dispositions. Except as set forth in Section 6.l(g) of the CIPSCO Disclosure Schedule or
the Union Electric Disclosure Schedule, other than (i) dispositions by CIPSCO and its Direct
Subsidiaries ofless than $15 million, singularly or in the aggregate and (ii) dispositions by Union Electric
and its Direct Subsidiaries of less than $50 million, singularly or in the aggregate, no party shall, nor
shall any party permit any ofits Direct Subsidiaries to, sell, lease, license, encumber or otherwise dispose
of, any of its assets, other than encumbrances or dispositions in the ordinary course of its business
consistent with past practice.

(h) Indebtedness.
Except as contemplated by this Agreement, no party shall, nor shall any party

permit any of its Direct Subsidiaries to, incur or guarantee any indebtedness (including any debt
borrowed or guaranteed or otherwise assumed including, without limitation, the issuance of debt
securities or warrants or rights to acquire debt) or enter into any '' keep well" or other agreement to
maintain any financial statement condition of another person or enter into any arrangement having the
economic effect of any of the foregoing other than (i) short-term indebtedness in the ordinary course of
business consistent with past practice (such as the issuance of commercial paper or the use of existing
credit facilities); (ii) arrangements between such party and its Direct Subsidiaries or among its Direct
Subsidiaries; (iii) indebtedness in an amount not to exceed in the aggregate $75 million, in the case of
CIPSCO, and indebtedness in an amount not to exceed in the aggregate $200 million, in the case of
Union Electric; or (iv) in connection with the refunding of existing indebtedness at a lower cost of funds
or the refunding of Preferred Stock as permitted by Section 6.l(b).

(i) Compensation, Benefits. Except as set forth in Section 6.l(i) of the CIPSCO Disclosure t

Schedule or the Union Electric Disclosure Schedule, as may be required by applicable law, as may be
required to facilitate or obtain a determination from the IRS that a plan is '' qualified" within the meaning
of Section 401(a) of the Code or as contemplated by this Agreement, no party shall, nor shall any party
permit any of its Direct Subsidiaries to, (i) enter into, adopt or amend or increase the amount or
accelerate the payment er vesting of any benefit or amount payable under, any employee benefit plan or
other contract, agreement, commitment, arrangement, plan or policy covering employees, former
employees, directors or former directors or their beneSciaries or providing benefits to such persons that
is maintained by, contributed to or entered into by such party or any of its Direct Subsidiaries or
increase, or enter into any contract, agreement, commitment or arrangement to increase in any manner

,

the compensation or fringe benefits, or otherwise to extend, expand or enhance the engagement,
,

employment or any related rights of, or take any other action or grant any benefit (including, without
limitation, any stock options or stock option plan) not required under the terms of any existing employee|
benefit plan, or other contract, agreement, commitment, arrangement, plan or policy to or with any
director, officer or other employee of such party or any of its Direct Subsidiaries, except for normal
increases or grants or actions in the ordinary course of business consistent with past practice that, in the

i
aggregate, do not result in a materialincrease in benefits or compensation expense to such party or any

i
'

of its Direct Subsidiaries or (ii) enter into or amend any employment, severance or special payj
arrangement with respect to the termination of employment or other similar contract, agreement or

| arrangement with any director or officer or other employee other than in the ordinary course of business
consistent with current industry practice.

(j) 1935 Act. Except as set forth in Section 6.l(i) of the CIPSCO Disclosure Schedule or Union
Electric Disclosure Schedule, and except as required or contemplated by thi> Agreement, no party shall,
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nor shall any party permit any of its Direct Subsidiaries to, engage in any activities which would cause a
change in its status, or that ofits subsidiaries, under the 1935 Act.

; (k) Transmission, Generation.
Except as permitted pursuant to Section 6.l(f) and except as

'

required pursuant to tariffs on file with the FERC as of the date hereof,in the ordinary course of business
consistent with past practice, or as set forth in Section 6.l(k) of the CIPSCO Disclosure Schedule or the
Union Electric Disclosure Schedule, no party shall, nor shall any party permit any of its Direct
Subsidiaries to, (i) commence construction of any additional generating, transmission or delivery
capacity, or (ii) obligate itself to purchase or otherwise acquire, or to sell or otherwise dispose of, or to
share, any additional generating, transmission or delivery capacity owned by Union Electric or CIPS
except as set forth in the budgets of CIPSCO and Union Electric.

(1) Accounting. Except as set forth in Section 6.l(1) of the CIPSCO Disclosure Schedule or Union
Electric Disclosure Schedule, no pany shall, nor shall any party permit any ofits Direct Subsidiaries to,
make any changes in their accounting methods, except as required by law, rule, regulation or GAAP.

(m) Pooling. No party shall, nor shall any party permit any of its subsidiaries to, take any action
which would, or would be reasonably likely to, prevent the Company from accounting for the
transactions to be effected pursuant to this Agreement as a pooling ofinterests in accordance with GAAP
and applicable SEC regulations, and each party hereto shall use all reasonable efforts to achieve such
result (including taking such actions as may be necessary to cure any facts or circumstances that could
prevent such transactions from qualifying for pooling-of-interests accounting treatment).

(n) Tax-Free Status.
No party shall, nor shall any party permit any ofits subsidiaries to, take any

actions which would, or would be reasonably likely to, adversely affect the status of the Mergers as a
tax-free transaction (except as to dissenters * rights and fractional shares) under Section 368(a) of the
Code, and each party hereto shall use all reasonable efforts to achieve such result.

(o) Afiliate Transactions. Except as set forth in Section 6.l(o) of each of the CIPSCO Disclosure
Schedule or the Union Electric Disclosure Schedule, no party shall, nor shall any party permit any ofits
Direct Subsidiaries to, enter into any material agreement or arrangement with any of their respective
affiliates (other than wholly owned subsidiaries) on terms materially less favorable to such party than
could be reasonably expected to have been obtained with an unaffiliated third party on an arm's-lengthbasis.

(p) Cooperation Not(Beation. Each party shall, and shall cause its Direct Subsidiaries to, (i) confer
on a regular and frequent basis with one or more representatives of the other party to discuss, subject to
applicable law, material operational matters and the general rtatus of its ongoing operations; (ii)
promptly notify the other party of any significant changes in its business, properties, assets, condition
(financial or other), results of operations or prospects; (iii) advise the other party of any change or event
which has had or, insofar as reasonably can be foreseen, is reasonably likely to result in, in the case of
CIPSCO, a CIPSCO Material Adverse Effect or, in the case of Union Electric, a Union Electric Material
Adverse Effect; and (iv) promptly provide the other party with copies of all filings made by such pany
or any ofits Direct Subsidiaries with any state or federal court, administrative agency, commission or
other Governmental Authority in connection with this Agreement and the transactions contemplatedhereby.

(q) Rare Matters. Each of CIPSCO and Union Electric shall, and shal] cause its Direct
Subsidiaries to, discuss with the other any (hanges in its or its Direct Subsidiaries' rates or charges (other
than automatic cost pass-through rate adjustment clauses), standards of service or accounting from those

| in effect on the date hereof and consult with the other prior to making any filing (or any amendment
thereto), or effecting any agreement, commitment, arrangement or consent with governmental| regulators, whether written or oral, formal or informal, with respect thereto, and no part; will make
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any filing to change its rates on file with the FERC that would have a material adverse effect on the '

. benefits associated with the business combination provided for herein.

(r) Third-Party Consents. CIPSCO shall, and shall cause its Direct Subsidiaries to, use all
commercially reasonable efforts to obtain all CIPSCO Required Consents. CIPSCO shall promptly notify '

Union Electric of any failure or prospective failure to obtain any such consents and, if requested by '

Union Electric, shall provide copies of all CIPSCO Required Consents obtained by CIPSCO to Union
Electric. Union Electric shall, and shall cause its Direct Subsidiaries to, use all commercially reasonable
efforts to obtain all Union Electric Required Consents. Union Electric shall promptly notify CIPSCO of

!
any failure or prospective failure to obtain any such consents and, if requested by CIPSCO, shnll provide

,

copies of all Union Electric Required Consents obtained by Union Electric to CIPSCO.
. j

,

(s) No Breach. Etc. No party shall, nor shall any party permit any ofits Direct Subsidiaries to,
i willfully take any action that would or is reasonably likely to result in a material breach of any provision

of this Agreement, the Union Electric Stock Option Agreement or the CIPSCO Stock Option
| Agreement, as the case may be, or in any of its representations and warranties set forth in this|

Agreement, the Union Electric Stock Option Agreement or the CIPSCO Stock Option Agreement, as
the case may be, being untrue on and as of the Closing Date.

l

(t) Tax-Exempt Status. No party shall, nor shall any party permit any Direct Subsidiary to, take
any action that would likely jeopardize the qualification of any outstanding revenue bonds of Union

|

,

!

Electric, C1PSCO or of their Direct Subsidiaries which qualify on the date hereof under Section 142(a)
of the Code as " exempt facility bonds" or as tax-exempt industrial development bonds under Section

,

103(b)(4) of the Internal Revenue Code of 1954, as amended, prior to the Tax Reform Act of 1986.

(u) Transition Management. As soon as practicable after the date hereof, the parties shall create
a special transition management task force (the " Task Force"), the co-chairmen of which shall be Mr.

Charles W. Mueller and Mr. Clifford L. Greenwalt. The Task Force shall examine various alternatives i

regarding the manner in which to best organize and manage the business of the Company after the |

;-

Effective Time, subject to applicable law. Mr. Charles W. Mueller will manage and be responsible for|
;!

the day to-day activities and operations of the Task Force. Each party will cause the Company to take
!

only those actions, from the date hereof until the Effective Time, that are required or contemplated by j
this Agreement to be so taken by the Company, or as may otherwise be mutually agreed upon. I

! (v) Tax Marters. Except as set forth in Section 6.l(v) of the CIPSCO Disclosure Schedule or the
!

Union Electric Disclosure Schedule, no party shall make or rescind any material express or deemed
i election relating to taxes, settle or compromise any material claim, action, suit, litigation, proceeding,;

arbitration, investigation, audit or controversy relating to taxes, or change any ofits methods of reporting
,

income or deductions for federal income tax purposes from those employed in the preparation of its
federal income tax return for the taxable year ending December 31,1993, except as may be required by
applicable law. ,

I

(w) Discharge o/Liabilitics. No party shall pay, discharge or satisfy any material claims, liabilities
or obligations (absolute, accrued, asserted or unasserted, contingent or otherwise), other than the
payment, discharge or satisfaction, in the ordinary course of business consistent with past practice (which
includes the payment of final and unappealablejudgments) or in accordance with their terms, ofliabilities

'

reflected or reserved against in, or contemplated by, the most recent consolidated financial statements
j (or the notes thereto) of such party included in such party's reports filed with the SEC, or incurred in
| the ordinary course of business consistent with past practice.

(x) Contracts. No party shall, except in the ordinary course of business consistent with past j
practice, modify, amend, terminate, renew or fail to use reasonable business efforts to renew any material

;
contract or agreement to which such party or any Direct Subsidiary of such party is a party or waive, ;
release or assign any material rights or claims.

;
,

.

A-27

I
i,
<

<

, . _ ,



. _ _ . . _ . _ _ . . _ . _ _ _ _ _ _ _ __

|
*

,

I
?

,

{

(y) Insurance. Each party shall, and shall cause its Direct Subsidiaries to, maintain with
financially responsible insurance companies insurance in such amounts and against such risks and losses !
as are customary for companies engaged in the electric and gas utility industry and employing methods
of generating electric power and fuel sources similar to those methods employed and fuels used by such
party or its Direct Subsidiaries.

(z) permits. Each party shall, and shall cause its Direct Subsidiaries to, use reasonable efforts to
maintain in effect all existing governmental permits pursuant to which such party or its Direct
Subsidiaries operate.

|

(aa) Limitation on Investments in Unrestricted Subsidiaries. From and after the date hereof. (i) ;

except pursuant to Section 6.l(bb), CIPSCO will not make, and will not permit any CIPSCO Subsidiary
|

to make, any additional investments in, or loans or capital contributions to, or to undertake any I

guarantees or other obligations with respect to, any CIPSCO Unrestricted Subsidiary; and (ii) Union
Electric will not make, and will not permit any Union Electric Subsidiary to make, any additional j

, investments in, or loans or capital contributions to, or to undertake any guarantees or other obligations
i

:
| with respect to, any Union Electric Unrestricted Subsidiary in excess of $50 million (which number shall

i
be in addition to the amounts budgeted for capital expenditures and acquisitions as set forth in Section
6.1(e) and (f) of the Union Electric Disclosure Schedule).

'

(bb) Limitation on Investments by CIPSCOInvestment Company. From and after the date hereof, 1
i

CIPSCO shall take all action necessary to ensure that (i) CIPSCO Investment Company, an Illinois
corporation and a wholly owned CIPSCO Subsidiary ("CIC"), makes investments in a manner consistent
with its practice during the 24 month period preceding the date hereof and (ii) other than investments in
marketable securities which are managed by third party investment managers, the aggregate amount

| invested per annum by CIC (such investments, including funds borrowed for the purpose of funding
i

such investments and including investments in the energy and leveraged leasing areas (but excluding
funds borrowed without recourse to CIPSCO or any CIPSCO Subsidiary), the "Restric:edInvestments"),
shall not exceed $15 million. In addition, CIPSCO agrees that neither it nor any ofits Direct Subsidiaries
(other than CIC) shall enter into any guarantee, keep-rell or similar arrangements with respect to CIC,
including guarantees of payment and performancz For the purposes of this Section 6.l(bb), references
to CIC shall include references to direct and indin et subsidiaries, partnerships and joint ventures of CIC.

r

ARTICLE VII

ADDITIONAL AGREEMENTS

Sectior 7.1 Access toInformation. Upon reasonable notice, each party shall, and shall cause its Direct
Subsidianes to, afford to the officers, directors, employees, accountants, counsel, investment bankers, fmancial,

| advisors and other representatives of the other (collectively, " Representatives") reasonable access, during j
| normal business hour:, throughout the period prior to the Effective Time, to all of its properties, books, '

i contracts, commitments and records (including, but not limited to, Tax Returns and environmental or worker
health and safety audits, reports, studies and investigations, whether draft or final, relating to the pany, its
Direct Subsidiaries or any property currently or formerly owned, leased or operated by the party or its Direct
Subsidiaries) and, during such period, each party shall, and shall cause its Direct Subsidiaries to, furnish
promptly to the other (i) access to each report, schedule and other document filed or received by it or any of I

its Direct Subsidiaries pursuant to the requirements of federal or state securities laws or filed with or sent to
| the SEC, the FERC, the NRC, the Department of Justice, the Federal Trade Commission, the Missouri
i

Public Service Commission, the Illinois Commerce Commission or any other federal or state reFulatory
agency or commission, and (ii) access to all information concerning themselves, their subsidiaries, directors,

i

officers and shareholders and such other matters as may be reasonably requested by the other party in
{

connection with any filings, applicatior s or approvals required or contemplated by this Agreement or for any
other reason related to the transactions contemplated by this Agreement. Each party shall provide access to
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those premises, documents, reports and in formation described above of subsidiaries of such party that are
not Direct Subsidiaries to the extent such party has or is able to obtain such access. Each party shall, and
shall cause its subsidiaries and Representatives to, hold in strict confidence all Information (as defined in the
Confidentiality Agreement) concerning the other parties furnished to it in connection with the transactions
contemplated by this Agreement in accordance with the Confidentiality Agreement, dated as of June 21,1995,
between CIPSCO and Union. Electric, as it may be amended from time to time (the "Confdentiality
Agreement").

Section 7.2 Joint Proxy Statement and Registration Statement.

(a) Preparation and Filing. The parties will prepare and file with the SEC as soon as reasonably e

practicable after the date hereof the Registration Statement and the Proxy Statement (together, the
" Joint Proxy / Registration Statement"). The parties hereto shall each use reasonable efforts to cause the
Registration Statement to be declared effective under the Securities Act as promptly as practicable after
such filing. Each party hereto shall also take such action as may be reasonably required to cause the
shares of Company Common Stock issuable in connection with the Mergers to be registered or to obtain
an exemption from registration under applicable state " blue sky" or securities laws;provided, however,
that no pany shall be required to register or qualify as a foreign corporation or to take other action

1

which would subject it to service of process in any jurisdiction where it will not be, following the
Mergers, so subject. Each of the parties hereto shall furnish all information concerning itself which is
required or customary for inclusion in the Joint Proxy / Registration Statement. The parties shall use
reasonable efforts to cause the shares of Company Common Stock issuable in the Mergers to be approved
for listing on the NYSE upon official notice ofissuance. The information provided by any party hereto
for tse in the Joint Proxy / Registration Statement shall be true and correct in all material respects
without omission of any material fact which is required to make such information not false or misleading.
No representation, covenant or agreement is made by or on behalf of any party hereto with respect to
information supplied by any other party for inclusion in the Joint Proxy Statement / Registration
Statement.

(b) Letter of CIPSCO's Accountants. CIPSCO shall use best efforts to cause to be delivered to
,

Union Electric a letter of Arthur Andersen LLP dated a date within two business days before the date i

of the Joint Proxy / Registration Statement, and addressed to Union Electric, in form and substance
reasonably satisfactory to Union Electric and customary in scope and substance for " cold comfort" {
1etters delivered by independent public accountants in connection with registration statements on j
Form S-4.

|

(c) Letter of Union Electric's Accountants. Union Electric shall use best efforts to cause to be
delivered to CIPSCO a letter of Price Waterhouse LLP, dated a date within two business days before

.

|
the date of the Joint Proxy / Registration Statement, and addressed to CIPSCO, in form and substance I

reasonably satisfactory to CIPSCO and customary in scope and substance for " cold comfort" letters
i

delivered by independent public accountants in connection with registration statements on Form S-4.

(d) Fairness Opinions. It shall be a condition to the mailing of the Joint Proxy / Registration
Statement to the shareholders of CIPSCO and Union Electric that (i) CIPSCO shall have received an
opinion from Morgan Stanley & Co. Incorporated, dated the date of the Joint Proxy / Registration
Statement, to the effect that, as of the date thereof, the Exchange Ratios are fair, from a financial point
of view, to the holders of CIPSCO Common Stock and (ii) Union Electric shall have received an opinion
from Goldman, Sachs & Co., dated the date of the Joint Proxy / Registration Statement, to the effect
that, as of the date thereof, the Exchange Ratios are fair from a financial point of view to the holders of

;

Union Electric Common Stock.

Section 7.3 Regulatory Matters.

(a) HSR Filings. Each party hereto shall file or cause to be filed with the Federal Trade
Commission and the Department of Justice any notifications required to be filed under the Hart-Scott-
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Rodino Antitrust Improvements Act of 1976, as amended (the "11SR Act"), and the rules and I

regulations promulgated thereunder with respect to the transactions contemplated hereby, Such parties
will use all commercially reasonable efforts to make such filings promptly and to respond promptly to

i

any requests for additional information made by either of such agencies.
<

'

(b) Other Regulatorp Approrals. Each party hereto shall cooperate and use its best efforts to'

promptly prepare and file all necessary documentation, to effect all necessary applications, notices,
petitions, filings and other documents, and to use all commercially reasonable efforts to obtain all
necessary permits, consents, approvals and authorizations of all Governmental Authorities necessary or
advisable to consummate the transactions contemplated by this Agreinnent, including, without

i

|
limitation, the CIPSCO Required Statutory Approvals and the Union Electric Required Statutory '
Approvals.

Section 7.4 Shareholder Approval.

(a) Approvalof Union ElectricShareholders. Subject to the provisions ofSection 7.4(c) and Section
7.4(d) Union Electric shall, as soon as reasonably practicable after the date hereof (i) take all steps
necessary to duly call, give notice of, convene and hold a special meeting ofits shareholders (the " Union
Electric Special Meeting") for the purpose of securing the Union Electric Shareholders' Approval, (ii)
distribute to its shareholders the Proxy Statement in accordance with applicable federal and state law
a@with its Restated Articles of Incorporation and by-laws, (iii) subject to the fiduciary duties of its
Board of Directors, recommend to its shareholders the approval of this Agreement and the transactions
contemplated hereby and (iv) cooperate and consult with CIPSCO with respect to each of the foregoingmatters.

i

(b) Approval of CIPSCO Shareholders. Subject to the provisions of Section 7.4(c) and Section
7.4(d), CIPSCO shall, as soon as reasonably practicable after the date hereof (i) take all steps necessary
to duly call, give notice of, convene and hold a meeting of its shareholders (the "CIPSCO Special
Meeting") for the purpose of securing the CIPSCO Shareholders' Approval, (ii) distribute to its
shareholders the Proxy Statement in accordance with applicable federal and state law and with its
Amended and Restated Articles ofIncorporation and by-laws, (iii) subject to the fiduciary duties ofits
Board of Directors, recommend to its shareholders the approval of this Agreement and the transactions
contemplated hereby and (iv) cooperate and consult with Union Electric with respect to each of the
foregoing matters.

(c) Meeting Date. The Union Electric Special Meeting for the purpose of securing the Union
Electric Shareholders' Approval and the CIPSCO Special Meeting for the purpose of securing the
CIPSCO Shareholders' Approval shall be held on such dates as CIPSCO and Union Electric shall
mutually determine.

(d) Fairness Opinions Not Withdrawn. It shall be a condition to the obligation of CIPSCO to hold
the CIPSCO Special Meeting that the opinion of Morgan Stanley & Co. Incorporated, referred to in '

Section 7.2(d), shall not have been withdrawn, and it shall be a condition to the obligation of Union
Electric to hold the Union Electric Special Meeting that the opinion of Goldman, Sachs & Co., referred

'

to in Section 7.2(d), shall not have been withdrawn.

Section 1.5 Directors' and 0,$cers'IndemnMcation.

(a) Indemn$ cation. To the extent, if any, not provided by an existing right ofindemnification or
other agreement or policy, from and after the Effective Time, the Company shall, to the fullest extent
permitted by applicable law, indemnify, defend and hold harmless each person who is now, or has been L

at any time prior to the date hereof, or who becomes prior to the Effective Time, an officer, director or *

employee of any of the parties hereto or any subsidiary (each an "IndemnMed Party" and collectively,
the "Indemnged Parties") against (i) all losses, expenses (including reasonable attorney's fees anc' ;

expenses), claims, damages or liabilities or, subject to the proviso of the next succeeding sentence.
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amounts paid in settlement, arising out of actions or omissions occurring at or prior to the Effective
Time (and whether asserted or claimed prior to, at or after the Effective Time) that are, in whole or in
part, based on or arising out of the fact that such person is or was a director, officer or employee of such
party or a subsidiary of such party (the "Indemmfed Liabilities"), and (ii) all Indemni6ed Liabilities to ;

the extent they are based on or arise out of or pertain to the transactions contemplated by this
Agreement. In the event of any such lon, expense, claim, damage or liability (whether or not arising
before the Effective Time), (i) the Company shall pay the reasonable fees and expenses of counsel selected

;

by the Indemnified Parties, which counsel shall be reasonably satisfactory to the Company, promptly
after statements therefor are received and otherwise advance to such Indemnified Party upon request
reimbursement of documented expenses reasonably incurred, (ii) the Company will cooperate in the.

defense of any such matter and (iii) any determination required to be made with respect to whether an
'

Indemnified Party's conduct complies with the standards set forth under Missouri law and the Articles
ofIncorporation or By laws shall be made by independent counsel mutually acceptable to the Company
and the Indemnified Party;provided, however, that the Company shall not be liable for any settlement
effected without its written consent (which consent shall not be unreasonably withheld). The Indemnified
Parties as a group may retain only one law firm with respect to each related matter except to the extent
there is, in the opinion of counsel to an Indemnified Party, under applicable standards of professional
conduct, a conflict on any significant issue between positions of such Indemnified Party and any otherIndemnified Party or Indemnified Parties.

(b) Insurance.
For a period of six years after the Effective Time, the Company shall cause to be

maintained in effect policies of directors' and officers' liability insurance maintained by CIPSCO and
Union Electric for the benefit of those persons who are currently covered by such policies on terms no
less favorable than the terms of such current insurance coverage;provided, however, that the Company
shall not be required to expend in any year an amount in excess of 200% of the annual aggregate
premiums currently paid by CIPSCO or Union Electric, as the case may be, for such insurance; and:

provided, further, that if the annual premiums of such insurance coverage exceed such amount, thei

Company shall be obligated to obtain a policy with the best coverage available, in the reasonable
'

judgment of the Board of Directors of the Company, for a cost not exceeding such amount. i
i

(c) Successors.
In the event the Company or any ofits successors or assigns (i) consolidates with

I

'

or merges into any other person and shall 2,ot be the continuing or surviving corporation or entity of
such consolidation or merger or (ii) transfers all or substantially all of its properties and assets to any
person, then and in either such case, proper provisions shall be made so that the successors and assigns
of the Company shall assume the obligations set forth in this Section 7.5.

(d) SurvivalofIndemnifcation. To the fullest extent permitted by law, from and after the Effective
Time, all rights to indemnification as of the date hereofin favor of the employees, agents, directors and
officers of CIPSCO, Union Electric and their respective subsidiaries with respect to their activities as
such prior to the Effective Time, as provided in their respective articles ofincorporation and by-laws in
effect on the date hereof, or otherwise in effect on the date hereof, shall survive the Merger and shall
continue in full force and effect for a period of not less than six years from the Effective Time.

(e) Beneft. The provisions of this Section 7.5 are intended to be for the benefit of, and shall be
enforceable by, each Indemnified Party, his or her heirs and his or her representatives.

Section 7.6 Disclosure Schedules.
On the date hereof (i) Union Electric has delivered to CIPSCO a

schedule (the " Union Electric Disclosure Schedule"), accompanied by a certificate signed by the chief financial
officer of Union Electric stating the Union Electric Disclosure Schedule is being delivered pursuant to this
Section 7.6(i) and (ii) CIPSCO has delivered to Union Electric a schedule (the "CIPSCO Disclosure
Schedule"), accompanied by a certificate signed by the chief financial officer of CIPSCO stating the CIPSCO

.

|
Disclosure Schedule is being delivered pursuant to this Section 7.6(ii). The CIPSCO Disclosure Schedule and
the Union Electric Disclosure Schedule are collectively referred to herein as the " Disclosure Schedules" The
Disclosure Schedules constitute an integral part of this Agreement and modify the respective representations,

.

t ,
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warranties, covenants or agreements of the parties hereto contained herein to the extent that such
representations, warranties, covenants or agreements expressly refer to the Disclosure Schedules. Anything
to the contrary contained herein or in the Disclosure Schedules notwithstanding, any and all statements,
representations, warranties or disclosures set forth in the Disclosure Schedules shall be deemed to have been
made on and as of the date hereof.

Section 7.7 Public Announcements. Subject to each party's disclosure obligations imposed by law,
CIPSCO and Union Electric will cooperate with each other in the development and distribution of all news
releases and other public information disclosures with respect to this Agreement or any of the transactions
contemplated hereby and shall not issue any public announcement or statement with respect hereto or thereto
without the consent of the other party (which consent shall not be unreasonably withheld).

Section 7.6 Rule 145 Agiliates. Within 30 days after the date of this Agreement, CIPSCO shall identify
in a letter to Union Electric, and Union Electric shall identify in a letter to CIPSCO, all persons who are,
and to such person's best knowledge who will be at the Closing Date, " affiliates" of CIPSCO and Union
Electric, respectively, as such term is used in Rule 145 under the Securities Act (or otherwise under applicable
SEC accounting releases with respect to pooling-of-interests accounting treatment). Each of CIPSCO and
Union Electric shall use all reasonable efforts to cause their respective affiliates (including any person who
may be deemed to have become an affiliate after the date of the letter referred to in the prior sentence) to
deliver to the Company on or prior to the Closing Date a written agreement substantially in the form attached
as Exhibit 7.8 (each, an "Ajiliate Agreement").

Section 7.9 Employee Agreements and Workforce Matters.

(a) Certain Employee Agreements. Subject to Section 7.10, Section 7.14 and Section 7,15, the
Company and its subsidiaries shall honor, without modification, all contracts, agreements, collective
bargaming agreements and commitments of the parties prior to the date hereof which apply to any
current or former employee or current or former director of the parties hereto;provided, however, that
this undertaking is not intended to prevent the Company from enforcing such contracts, agreements,
collective bargaining agreements and commitments in accordance with their terms, including, without
limitation, any reserved right to amend, modify, suspend, revoke or terminate any such contract, ,

agreement, collective bargaining agreement or commitznent. '

(b) Workforce Matters. Subject to applicable collective bargaining agreements, for a period of
three years following the Effective Time, any reductions in workforce in respect of employees of the
Company shall be made on a fair and equitable basis, in light of the circumstances and the objectives to
be achieved, giving consideration to previous work history, job experience, and qualifications, without '

regard to whether employment prior to the Effective Time was with CIPSCO or its subsidiaries or Union
Electric or its subsidiaries, and any employees whose employment is terminated orjobs are eliminated
by the Company or any ofits subsidiaries during such period shall be entitled tc participate on a fair

;

and equitable basis in thejob opportunity and employment placement programs offered by the Company i

or any of its subsidiaries. Any workforce reductions carried out following the Effective Time by the '

Company and its subsidiaries shall be done in accordance with all applicable collective bargaining
agreements, and all laws and re; ulations governing the employment relationship and termination thereof
including, without limitation, the Worker Adjustment and Retraininf Notification Act and regulations
promulgated thereunder, and any comparable state or local law.

Section 7.10 Employee Benefit Plans.

(a) Maintenance of CIPSCO and Union Electric Beneft Plans. Subject to Section 7.10(b), Section
7.10(c) and Section 6.1(i), each of the CIPSCO Denefit Plans and Ur. ion Electric Benefit Plans in effect
at the date hereof shall te maintained in effect with respect to the employees or former employees of
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CIPSCO and any ofits Direct Subsidiaries, on the one hand, and of Union Electric and any ofits Direct
Subsidiaries, on the other hand, respectively, who are covered by any such benefit plan immediately prior
to the Closing Date (the "Afiliated Employees") until the Company otherwise determines after the
Effective Time;provided, however, that nothing herein contained shall limit any reserved right contained
in any such CIPSCO Benefit Plan or Union Electric Benefit Plan to amend, modify, suspend, revoke or
terminate any such plan;provided,further, however, that the Company or its subsidiaries shall provide
benefits to the Affiliated Employees for a period of not less than one year following the Effective Time,
other than with respect to plans referred to in Section 7.10(b) and Section 7.11, which are no less
favorable in the aggregate than those provided under the CIPSCO Benefit Plans (with respect to
employees and former employees of CIPSCO and its Direct Subsidiaries), or the Union Electric Benefit
Plans (with respect to employees or former employees of Union Electric and its Direct Subsidiaries), as
the case may be. Without limitation of the foregoing, each participant in any such CIPSCO Benefit Plan
or Union Electric Benefit Plan shall receive credit for purposes of eligibility to participate, vesting, benefit
accrual and eligibility to receive benefits under any benefit plan of the Company or any ofits subsidiaries
or affiliates for service credited for the corresponding purpose under such benefit plan;provided, however,
that such crediting of service shall not operate to duplicate any benefit to any such participant or the
funding for any such benefit or cause any such CIPSCO Benefit Plan or Union Electric Benefit Plan to
fail to comply with the applicable provisions of the Code or ERISA. Any person hired by the Company
or any of its subsidiaries after the Closing Date who was not employed by any party hereto or its
subsidiaries immediately prior to the Closing Date shall be eligible to participate in such benefit plans
maintained, or contributed to, by the subsidiary, division or operation by which such person is employed,
provided that such person meets the eligibility requirements of the applicable plan.

(b) Adoption of Company Replacement Plans. With respect to the Union Electric Executive
Incentive Plkn (the " Union Electric EIP"), the Union Electric LTIP and the CIPSCO Management
Incentive Plan (the "CIPSCO MIP"), the Company and its subsidiaries shall adopt replacement plans as
set forth in this Section 7.11(b) (collectively, the " Company Replacement Plans"), subject in each case to
shareholder approval prior to the Effective Time and subject to the shareholder approvals described
below, which approvals shall be sought by the Company as soon as reasonably practicable following the
Effective Time. Each Company Replacement Plan shall amend and supersede the corresponding Union
Electric or CIPSCO plan and such corresponding plan shall, as of the Effective Time, be merged with
and into the appropriate Company Replacement Plan. The Union Electric EIP and the CIPSCO MIP
shall be replaced by a new annual bonus plan under which cash bonuses, based on percentages of base
salaries, are awarded based upon the achievement of performance goals determined in advance by the
Human Resources Committee of the Board of Directors of the Company (the "Comminee"). With
respect to those participants in the new plan who are, or who the Committee determines are likely to be,
" covered individuals" within the meaning of Section 162(m) of the Code, the performance goals shall be
objective standards that are approved by shareholders in accordance with the requirements for exclusion
from the limits of Section 162(m) of the Code as performance-based compensation. The Union Electric
LTIP shall be replaced by a stock compensation plan (the " Company Stock Plan") providing for the
grant of stock options, stock appreciation rights, restricted stock, performance units and such other
awards based upon the Company Common Stock as the Board of Directors may determine, subject to
shareholder approval of the Company Stock Plan. The Company shall reserve 4.0 million shares for
issuance under the Company Stock Plan.

(c) CIPSCO Action. Before the Effective Time, CIPSCO shall take all steps necessary to amend
(i) the CIPSCO Special Executive Retirement Plan, (ii) the CIPSCO Excess Benefit Plan and (iii) all I

trusts associated with such plans, so that none of the transactions contemplated by this Agreernent shall
constitute a " change in control" for purposes of said arrangements, subject to any required consents of
participants therein, which CIPSCO shall use its best efforts to obtain. Prior to or as soon as practicable
after the date hereof, Union Electric shall adopt a severance plan substantially in the form previously ;

|
provided to CIPSCO. '

| l
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Section 2.11 Stock Option and Other Stock Plans.

(a) Amendment of Union Electric I.TIP. Effective as of the Effective Time, Union Electric shall
amend the Union Electric LTIP and use its best efforts to amend each underlying stock award
agreement, in each case to the extent necessary to provide that (i) none of the transactions contemplated
by this Agreement shall constitute a Change in Control for purposes of the Union Electric LTIP, (ii)
each outstanding option to purchase shares of Old Union Electric Common Stock (each. an " Union,

Electric Stock Option ") shall constitute an option to acquire shares of Company Common Stock, on the
'

same terms and conditions as were applicable under such Union Electric Stock Option, based on the
same n.imber of shares of the Company Common Stock as the holder of such Union Electric Stock
Option would have been entitled to receive pursuant to the Mergers in accordance with Article II had
such holder exercised such option in full immediately prior to the Effective Time; provided that the
number of shares, the option price, and the terms and conditions of exercise of such option, shall be
determined in a manner that preserves both (A) the aggregate gain (or loss) on the Union Electric Stock
Option immediately prior to the Effective Time and (B) the ratio of the exercise price per share subject
to the Union Electric Stock Option to the fair market value (determined immediately prior to the
Effectise Time) per share subject to such option; and provided,further, that in the case of any option to
which Section 421 of the Code applies by reason ofits qualification under any of Sections 422-424 of the
Code, the option price, the number of shares purchasable pursuant to such option and the terms and
conditions of exercise of such option shall be determined in order to comply with Section 424(a) of the
Code; and (iii) each outstanding performance dividend unit under the Union Electric Stock Plan (" Union
Electric Dividend Unirs") shall constitute a performance dividend based upon the same number of shares
of Company Common Stock as the holder of such Union Electric Dividend Unit would have been
entitled to receive pursuant to the Union Electric Merger in accordance with Article II had such holder
been the absolute oivner,immediately before the Effective Time, of the shares of Union Electric Common
Stock on which such Union Electric Dividend Unit is based, with such adjustments to the performance
goals for such Union Electric Dividend Units as the Union Electric Human Resources Committee shall
determine to be fair and equitable in light of the Merger, and otherwise on the same tenns and conditions
as governed such Union Electric Dividend Unit immediately before the Effective Time. At the Effective
Time, the Company shall assume each agreement relating to Union Electric Stock Options and Union
Electric Dividend Units under the Union Electric Stock Plan, each as amended as previously provided.
As soon as practicable after the Effective Time, the Company shall deliver to the holders of Union
Electric Stock Options and Union Electric Stock Awards appropriate notices setting forth such holders'
rights pursuant to the Company Stock Plan and each underlying stock award agreement, each as
assumed by the Company.

(b) Company Action.
With respect to each of the Union Electric LTIP, the Savings Investment

Plan, the CIPS Employee Stock Ownership Plan, the CIPS 401(k) Plans, and any other plans under
which the delivery of Union Electric or CIPSCO Common Stock is required upon payment of benef.ts,
grant of awards or exercise of options (the " Stock Plans"), the Company shall take all corporate action,

necessary or appropriate to (i) provide for the issuance or purchase in the open market of Company
Common Stock rather than Union Electric Common Stock or CIPSCO Common Stock, as applicable,
pursuant thereto, and otherwise to amend such stock plans to reflect this Agreement and the Mergers,
(ii) obtain shareholder approval with respect to such Stock Plan to the extent such approval is required
for purposes of the Code or other applicable law, or to enable such Stock Plan to comply with Rule 16b-1

3 promu: gated under the Exchange Act, (iii) reserve for issuance under such plan or otherwise provide a
suffwient number of shares of Company Common Stock for delivery upon payment of benefits, grant of
awards or exercise of options under such Stock Plan and (iv) as soon as practicable after the Effective
Time, file registration statements on Form S-3 or Form S 8 or amendments on such forms to the Form
S-4 Registration Statement, as the case may be (or any successor or other appropriate forms), with
respect to the shares of Company Common Stock subject to such Stock Plan to the extent such
registration statement is required under applicable law, and the Company shall use its best efforts to
maintain the effectiveness of such registration statements (and maintain the current status of the
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prospectuses contained therein) for so long as such benefits and grants remain payable and such options
remain outstanding. With respect to those individuals who subsequent to the Merger will be subject to
the reporting requirements under Section 16(a) of the Exchange Act, the Company shall administer the
Stock Plans, where applicable, in a manner that complies with Rule 16b-3 promulgated under the
Exchange Act.

Section 7.12 No Solicitations. Each party hereto shall not, and shall cause its Direct Subsidiaries not
to, and shall not permit any ofits Representatives or subsidiaries that are not Direct Subsidiaries to, and
shall use its best efforts to cause such persons not to, directly or indirectly: initiate, solicit or encourage, or
take any action to facilitate the making of any offer or proposal which constitutes or is reasonably likely to
lead to, any Business Combination Proposal (as defmed below), or, in the event of an unsolicited Business '

Combination Proposal, except to the extent required by their fiduciary duties under applicable law if so
advised in a written opinion of outside counsel, engage in negotiations or provide any information or data to
any person relating to any Business Combination Proposal. Each party hereto shall notify the other party,

|

orally and in writing of any such inquiries, offers or proposals (including, without limitation, the terms and
i

conditions of any such proposal and the identity of the person making it), within 24 hours of the receipt|
thereof, shall keep the other party informed of the status and details of any such inquiry, offer or proposal,
and shall give the other party five days' advance notice of any agreement to be entered into with or any
information to be supplied to any person making such inquiry, offer or proposal. Each party hereto shall

|

|
immediately cease and cause to be terminated all existing discussions and negotiations, if any, with any panics'

conducted heretofore with respect to any Business Combination Proposal. As used in this Section 7.11,|

" Business Combination Proposal" shall mean any tender or exchange offer, proposal for a merger,,

consolidation or other business combination involving any pany to this Agreement or any ofits material
'

subsidiaries, or any proposal or offer (in each case, whether or not in writing and whether or not delivered to
;

the stockholders of a party generally) to acquire in any manner, directly or indirectly, a substantial equity
{

:
|

interest in or a substantial portion of the assets of any party to this Agreement or any of its material
subsidiaries, other than pursuant to the transactions contemplated by this Agreement. Nothing contained |

herein shall prohibit a party from taking and disclosing to its stockholders a position contemplated by Rule}

14e-2(a) under the Exchange Act with respect to a Business Combination Proposal by means of a tender j
( offer. '

|
1

Section 7.13 Company Board of Directors. CIPSCO's and Union Electric's respective Boards of
Directors will take such action as may be necessary to cause the number of directors comprising the full
Board of Directors of the Company at the Effective Time to be 15 persons, including Mr. Clifford L.
Greenwalt and four non-management directors of CIPSCO to be designated by CIPSCO prior to the Effective
Time, and Mr. Charles W. Mueller and nine other directors of Union Electric designated by Union Electric
prior to the Effective Time. If, prior to the Effective Time, any of such designees shall decline or be unable to
serve, the party which designated such person shall designate another person to serve in such person's stead,

i

except that a replacement for the position of Chairman of the Board of Directors of the Company shall be
chosen by the Board of Directors of Union Electric. CIPSCO's and Union Electric's respective Boards ofl

Directors will also take such action as may be necessary to cause the committees of the Board of Directors of
the Company at the Effective Time to consist of (i) two representatives designated by CIPSCO and six
representatives designated by Union Electric, in the case of the Executive Committee, (ii) one representative
designated by CIPSCO and three representatives designated by Union Electric, in the case of the Human
Resources Committee, (iii) one representative designated by CIPSCO and three representatives designated
by Union Electric,in the case of the Nominating Committee. (iv) two representatives designated by CIPSCO
and four representatives designated by Union Electric, in the case of the Audit Committee and (v) two,
representatives designated by CIPSCO and four representatives designated by Union Electric, in the case of

j

the Contributions Committee, with such persons in each case to be designated prior to the Etrective Time.
!

4

s

Section 7.14 Company Oficers. Mr. Charles W. Mueller shall be the Chairman of the Board of
,

'

Directors, President and Chief Executive Officer of the Company at the Effective Time and Mr. Clifford L
i

,
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;

I
!

Greenwalt shall be Vice Chairman of the Company's Board of Directors. The other ofEcers of the Company !
at the Effective Time shall be such officers as may be designated by the Board of Directors of the Company.

Section 7.15 Joanfs ofDirectors o/ Subsidiaries. At the Effective Time, the Board of Directors of CIPS
|

shall be expanded to include three additional directorships, and shall initially consist of (i) the directors !

serving immediately prior to the Effective Time and (ii) Mr. Charles W. Mueller and two additional persons
!designated by Union Electric, which two persons, together with Mr. _ Charles W. Mueller, shall fill the
|

vacancies created by the expansion of the Board of Directors of CIPS. At the Effective Time, the Board of
|

Directors of Union Electric, as the surviving corporation in the Union Electric Merger, shall initially consist
iof Mr. Charles W. Mueller, Mr. Clifford L. Greenwalt and such other nominees as shall be determined by ,

the Company.
,

!. Section 7.16 Post-Merger Operations. Following the Effective Time, the Company shall conduct its ;'

operations in accordance with the following: I

i(a) Principal Corporate Ofces. The principal comorate office of the Company shall be located in
|St. Louis, Missouri. From the Effective Time CIPS shall maintain its principal corporate office in '

Springfield,11hnots.
j

(b) Naintenance of Separate Existence. CIPS shall continue its separate corporate existence,
:operating under the name " Central Illinois Public Service Company".
!

(c) Charities. After the Effective Time, the Company shall provide charitable contributions and [! community support within the service areas of the parties and each of their respective subsidiaries at '

levels substantially comparable to the levels of charitable contributions and community support provided
| by the parties and their respective subsidiaries within their service areas within the two-year period *

immediately prior to the Effective Time.

| Section 7.17 Expenses. Subject to Section 9.3, all costs and expenses incurred in connection with this
,
'

Agreement and the transactions contemplated hereby shall be paid by the party incurring such expenses,|

i
except that those expenses incurred in connection with printinE the Joint Proxy / Registration Statement, as

|
,

well as the filing fee relating thereto, shall be shared equally by CIPSCO and Union Electric. '

j Section 7.18 furtherAssurances. Each party will, and will cause its Direct Subsidiaries to, execute such
j further documents and instruments and take such further actions as may reasonably be requested by any

other party in order to consummate the Mergers in accordance with the terms hereof. The parties expressly
,

acknowledge and agree that, although it is their current intention to effect a business combination among
;

themselves in the form contemplated by this Agreement, it may be preferable to effectuate such a business ;
,

combination by means of an alternative structure in light of the conditions set forth in Section &1(c), Section j
&2(e), and Section &J(e). Accordingly, if the only conditions to the parties' obligations to consummate the

{Mergers which are not satisfied or waived are receipt of any one or more of the CIPSCO Required Consents,
CIPSCO Required Statutory Approvals, Union Electric Required Consents or Union Electric Required

!
Statutory Approvals, and the adoption of an alternative structure (that otherwise substantially preserves for
CIPSCO and Union Electric the economic benefits of the Mergers) would result in such conditions being ;
satisfied or waived, then the parties shall use their respecti e best efforts to effect a business combination

1
among themselves by means of a mutually agreed upon structure other than the Mergers that so preserves j
such benefits;provided that. prior to closing any such restructured transaction, all material third. party and

i
Governmental Authority declarations, filings, registrations, notices, authorizations, con:ents or approvals !

necessary for the effectuation of such alternative business combination shall have been obtained and all otheri

iconditions to the parties' obligations to consummate the MerFers, as applied to such alternative business
.

combination, shall have been satisfied or waived. ;
1

'
l!

Section 7.19 Charter and By-Law Amendments. Prior to the mailing of the Joint Proxy
Statement / Prospectus. Union Electric and CIPSCO shall agree upon amendments to be effected to the articles

4
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ofincorporation of the Company, and the by-laws of the Company, and the Company shall take all actions
necessary so that such amendments become effective no later than the Effective Time.

Section 7.20 Transfers ofIllinois Assets. Prior to the Closing and subject to the next sentence of this
Section 7.20, Union Electric shall use reasonable efforts and shall have taken such action as is necessary to
effect the transfer of the assets set forth on Schedule 7.20 of this Agreement to CIPS, which transfers shall be
effected immediately subsequent to the Company Merger. To the extent any of such assets set forth in
Schedule 7.20 cannot be conveyed to CIPS, the parties hereto shall use reasonable efforts to implement
alternative arrangements (such as licensing arrangements) with respect to such non-conveyed assets as shall
be mutually agreed upon by Union Electric and CIPSCO.

i
!

l
,-

ARTICLE VIII|

CONDITIONS
l

Section 8.1 Conditions to Each Party's Obligation to Effect the Mergers. The respective obligations of
each party to efect the Mergers shall be subject to the satisfaction on or prior to the Closing Date of the
following conditions, except, to the extent permitted by applicable law, that such conditions may be waived
in writing pursuant to Section 9.5 by thejoint action of the parties hereto:

i (a) Shareholder Approvals. The Union Electric Shareholders' Approval and the CIPSCOi

Shareholders' Approval shall have been obtained.

(b) No Irt/ unction. No temporary restraining order or preliminary or permanent injunction or
other order by any federal or state court preventing consumtnation of the Mergers shall have been issued

| and be continuing in effect, and the Mergers and the other transactions contemplated hereby shall not
j have been prohibited under any applicable federal or state law or regulation.
|

(c) Registration Statement. The Registration Statement shall have become effective in accordance ;

with the provisions of the Securities Act, and no stop order suspending such effectiveness shall have
been issued and remain in effect.

(d) Listing o/ Shares. The shares of Company Common Stock issuable in the Mergers pursuant to
Article II shall have been approved for listing on the NYSE upon official notice ofissuance.

(e) Statutory Approvals. The CIPSCO Required Statutory Approvals and the Union Electric
Required Statutory Approvals shall have been obtained at or prior to the Effective Time, such approvals)

shall have become Final Orders (as defmed below) and such Final Orders shall not impose terms or
;
'

conditions which, in the aggregate, would have, or insofar as reasonably can be foreseen, could have, a
material adverse effect on the business, assets, financial condition or results of operations of the Company
and its prospective subsidiaries taken as a whole or on the Company prospective utility subsidiaries
located in the State of Missouri taken as a whole, or on its prospective utility subsidiaries located in the
State ofIllinois taken as a whole or which would be materially inconsistent with the agreements of the
parties contained herein. A " Final Order" means action by the relevant regulatory authority which has
not been reversed, stayed, enjoined, set aside, annulled or suspended, with respect to which any waiting
period prescribed by law before the transactions contemplated hereby may be consummated has expired,
and as to which all conditions to the consummation of such transactions prescribed by law, regulation

,

'

or order have been satisfied.

(f) Pooling. Each of CIPSCO and Union Electric shall have received a letter of its independent
public accountants, dated the Closing Date, in form and substance reasonably satisfactory, in each case,
to CIPSCO and Union Electric, stating that the transactions effected pursuant to this Agreement will

; qualify as a pooling of interests transaction under GAAP and applicable SEC regulations.
'
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(g) Dissenters' Rights. The number of Union Electric Dissenting Shares shall not constitute more
than 5% of the number ofissued and outstanding shares of Union Electric Common Stock and Union
Electric Preferred Stock, taken together as a single class for this purpose.

Section 8.2 Conditions to Obligation of Union Electric to Efect the Mergers. The obligation of Union
Electric to effect the Merger shan be further subject to the satisfaction, on or prior to the Closing Date, of
the following conditions, except as may be waived by Union Electric in writing pursuant to Section 9.5:

(a) Performance of Obligations of CIPSCO. CIPSCO (and/or its appropriate subsidiaries) shall
have performed its agreements and covenants contained in Sections 6.1(b) and 6.1(c) and shall have
performed in all material respects its other agreements and covenants contained in or contemplated by
this Agreement and the CIPSCO Stock Option Agreement required to be performed by it at or prior to
the Effective Time.

(b) Representations and Warranties. The representations and warranties of CIPSCO set forth in
this Agreement and the CIPSCO Stock Option Agreement shall be true and correct (i) on and as of the
date hereof and (ii) on and as of the Closing Date with the same effect as though such representations
and warranties had been made on and as of the Closing Date (except for representations and warranties
that expressly speak only as of a specific date or time other than the date hereof or the Closing Date
which need only be true and correct as of such date or time) except in each of cases (i) and (ii) for such
failures of representations or warranties to be true and correct (without regard to any materiality
qualifications contained therein) which, individually or in the aggregate, would not be reasonably likely
to result in a CIPSCO Material Adverse Effect.

(c) Closing Cert (Beates. Union Electric shan have received a certificate signed by the chief
financial officer of CIPSCO, dated the Closing Date, to the effect that, to the best of such officer's
knowledge, the conditions set forth in Section 8.2(a) and Section 8.2(b) have been satisfied.

(d) CIPSCO Material Adverse Egect. No CIPSCO Material Adverse Effect shall have occurred
and there shall exist no fact or circumstance which is reasonably likely to have a CIPSCO Material
Adverse Effect.

(e) CIPSCO Required Consents. The CIPSCO Required Consents the failure of which to obtain
would have a CIPSCO Material Adverse Effect shall have been obtained.

(f) Afiliate Agreements. The Company shall have received Affiliate Agreements, duly executed
by each " affiliate" of CIPSCO, substantially in the form of Exhibit 7.8, as provided in Section 7.8.

(g) Tax Opinion. Union Electric shall have received an opinion of Wachtell, Lipton, Rosen &
Katz satisfactory in form and substance to Union Electric, dated as of the Closing Date, to the effect
that (i) the Union Electric Merger will be treated as a tax-free reorganization under Section 368(a) of
the Code, and/or (ii) the Mergers, taken together, will be treated as an exchange under Section 351 of
the Code.

Section B.3 Conditions to Obliga:lon of CIPSCO to Efect the Mergers. The obligation of CIPSCO to
effect the CIPSCO Merger shall be further subject to the satisfaction, on or prior to the Closing Date, of the
following conditions, except as may be waived by CIPSCO in writing pursuant to Section 9.5:

(a) Performance of Obligations of Union Electric. Union Electric (and/or its appropriate
subsidiaries) will have performed its agreements and covenants contained in Sections 6.1(b) and 6.1(c)
and will have performed in all material respects its other agreements and covenants contained in or
centemplated by this Agreement and the Union Electric Stock Option Agreement required to be
performed at or prior to the Effective Time.

(b) Representations and Warranties. The representations and warranties of Union Electric set
fbrth in this Agreement and the Union Electric Stock Optior. Agreement shall be true and correct (i) on
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,

and as of the date hereof and (ii) on and as of the Closing Date with the same effect as though such
representations and warranties had been made on and as of the Closing Date (except for representations

!

)

and warranties that expressly speak only as of a specific date or time other than the date hereof or the |

Closing Date which need only be true and correct as of such date or time) except in each of cases (i) and
(ii) for such failures of representations or warranties to be true and correct (without regard to any J

materiality qualifications contained therein) which, individually or in the aggregate, would not be,

reasonably likely to result in a Union Electric Material Adverse Effect. ,
*

|' (c) Closing Certificates. CIPSCO shall have received a certificate signed by the chief financial :i
officer of Union Electric, dated the Closing Date, to the effect that, to the best of such officer's knowledge, !

! the conditions set forth in Section B.3(a) and Section 8.J(b) have been satisfied. i

- (d) Union Electric Materia / Adverse Egect. No Union Electric Material Adverse Effect shall have |
, ,

|. occurred and there shall exist no fact or circumstance which is reasonably likely to have a Union Electric
Material Adverse Effect.

(e) Union Electric Required Consents. The Union Electric Required Consents the failure of which ;
to obtain would have a Union Electric Material Adverse Effect shall have been obtained. !

(f) Afiliate Ag cements. The Company shall have received Affiliate Agreements, duly executed
by each " affiliate" of Union Electric substantially in the form ofExhibit 7,8, as provided in Section 7.8.

|
! (g) Tax Opinion. CIPSCO shall have received an opinion of Jones, Day, Reavis & Pogue

satisfactory in form and substance to CIPSCO, dated as of the Closing Date, to the effect that the
,
'

e,
Company Merger will be treated as a tax-free reorganization under Section 368(a) of the Code.

.
!
'

I

ARTICLE IX

TERMINATION, AMENDMENT AND WAIVER
!

,

!

i
Section 9.1 Termination. This Agreement may be terminated at any time prior to the Closing Date, *

whether before or after approval by the shareholders of the respective parties hereto contemplated by this
' Agreement: ;

'

(a) by mutual written consent of the Boards of Directors of CIPSCO and Union Electric; .

(b) by any party hereto, by written notice to the other parties, if the Effective Time shall not have
1

occurred on or before the second anniversary of the date hereof (the " Initial Termination Date"); |

provided, however, that the right to terminate the Agreement under this Section 9.l(b) shall not be {
available to any party whose failure to fulfill any obligation under this Agreement has been the cause of, )
or resulted in, the failure of the Effective Time to occur on or before such date; and provided, further, )that if on the Initial Termination Date the conditions to the Closing set forth in Sections 8.l(e),8.2(c) I

and/or 8.3(e) shall not have been fulfilled but all other conditions to the Closing shall be fulfilled or
shall be capable of being fulfilled, then the Initial Termination Date shall be extended to the thirty month
anniversary of the date hereof;

! (c) by any party hereto, by written notice to the other parties, if the Union Electric Shareholders'
Approval shall not have been obtained at a duly held Union Electric Special Meeting, including any
adjournments thereof, or the CIPSCO Shareholders' Approval shall not have been obtained at a duly|

held CIPSCO Special Meeting, including any adjournments thereof;

| (d) by any party hereto, if any state or federal law, order, rule or regulation is adopted or issued,
j

which has the effect, as supported by the written opinion of outside counsel for such party, of prohibiting
the Merger, or by any party hereto if any court of competent jurisdiction in the United States or any

4

State shall have issued an order, judgment or decree permanently restraining, enjoining or otherwise
prohibiting the Merger, and such order, judgment or decree shall have become fmal and nonappealable;
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(e) by Union Electric, upon two days' prior notice to CIPSCO, if, as a result of a tender offer by a
party other than CIPSCO or any ofits affiliates or any written offer or proposal with respect to a merger,
sale of a material portion ofits assets or other business combination (each, a " Business Combination")
by a party other than CIPSCO or any ofits affiliates, the Board of Directors of Union Electric determines
in good faith that their fiduciary obhpations under applicable law require that such tender offer or other
written offer or proposal be accepted;provided, however, that (i) the Board of Directors of Union Electric
shall have been advised in a written opinion of outside counsel that notwithstanding a binding
commitment to consummate an agreement of the nature of this Agreement entered into in the proper
exercise of their applicable fiduciary duties, and notwithstanding all concessions which may be offered
by CIPSCO in negotiations entered into pursuant to clause (ii) below, such fiduciary duties would also
require the directors to reconsider such commitment as a result of such tender offer or other written
offer or proposal; and (ii) prior to any such termination, Union Electric shall, and shall cause its
respective financial and legal advisors to, negotiate with CIPSCO to make such adjustments in the terms
and conditions of this Agreement as would enable Union Electric to proceed with the transactions
contemplated herein on such adjusted terms;

(f) by CIPSCO, upon two days' prior notice to Union Electric, if, as a result of a tender offer by a
party other than Union Electric or any ofits affiliates or any written offer or proposal with respect to a
Business Combination by a party other than Union Electric or any ofits affiliates, the Board of Directors
of CIPSCO determines in good faith that their fiduciary obligations under applicable law require that
such tender offer or other written offer or proposal be accepted;provided, however, that (i) the Board of
Directors of CIPSCO shall have been advised in a written opinion of outside counsel that
notwithstanding a binding commitment to consummate an agreement of the nature of this Agreement
entered into in the proper exercise of their applicable fiduciary duties, and notwithstanding all
concessions which may be offered by Union Electric in negotiations entered into pursuant to clause (ii)
below, such fiduciary duties would also require the directors to reconsider such commitment as a result
of such tender offer or other written offer or proposal; and (ii) prior to any such termination, CIPSCO
shall, and shall cause its respective financial and legal advisors to, negotiate with Union Electric to make
such adjustments in the terms and conditions of this Agreement as would enable CIPSCO to proceed
with the transactions contemplated herein on such adjusted terms;

(g) by CIPSCO, by written notice to Union Electric, if(i) there exist breaches of the representations
and warranties of Union Electric made herein as of the date hereof which breaches, individually or in
the aggregate, would or would be reasonably likely to result in a Union Electric Material Adverse Effect,
and such breaches shall not have been remedied within 20 days after receipt by Union Electric of notice
in writing from CIPSCO, specifying the nature of such breaches and requesting that they be remedied,
(ii) Union Electric (and/or its appropriate subsidiaries) shall not have performed and complied with its
agreements and covenants contained in Sectior.s 6.1(b) and 6.1(c) or shall have failed to perform and
comply with, in all material respects, e other agreements and covenants hereunder or under the Union
Electric Stock Option Agreement and such failure to perform or comply shall not have been remedied
within 20 days after receipt by Union Electric of notice in writing from CIPSCO, specifying the nature
of such failure and requesting that it be remedied; or (iii) the Board of Directors of Union Electric or
any committee thereof(A) shall with draw or modify in any manner adverse to CIPSCO its approval or
recommendation of this Agreement or the Union Electric Merger,(B) shall fail to reaffirm such approval
or recommendation upon CIPSCO's request. (C) shall approve or recommend any acquisition of Union
Electric or a material portion ofits assets or any tender offer for shares of capital stock of Union Electric,
in each case, by a party other than CIPSCO or any ofits affiliates or (D) shall resolve to take any of the
actions specified in clause (A), (B) or (C);

(h) by Union Electric, by written notice to CIPSCO, if (i) there exist material breaches of the
representations and warranties of CIPSCO made herein as of the date hereof which breaches,
individually or in the aggregate, would or would be reasonably likely to result in a CIPSCO Material
Adverse Effect, and such breaches shall not have been remedied within 20 days after receipt by CIPSCO
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of notice in writing from Union Electric, specifying the nature of such breaches and requesting that they
be remedied, (ii) CIPSCO (and/or its appropriate subsidiaries) shall not have performed and complied
with its agreements and covenants contained in Sections 6.1(b) and 6.1(c) or shall have failed to perform
and comply with, in all material respects, its other agreements and covenants hereunder or ttnder the
CIPSCO Stock Option Agreement, and such failure to perform or comply shall not have been remedied
within 20 days after receipt by CIPSCO of notice in writing from Union Electric, specifying the nature

,

;
of such failure and requesting that it be remedied; or (iii) the Board of Directors of CIPSCO or any '

committee thereof (A) shall withdraw or modify in any manner adverse to Union Electric its approval
,

or recommendation of this Agreement or the CIPSCO Merger, (B) shall fail to reaffirm such approval
or recommendation upon Union Electric's request, (C) shall approve or recommend any acquisition of
CIPSCO or a material portion ofits assets or any tender offer for the shares of capital stock of CIPSCO,*

in each case by a party other than Union Electric or any ofits affiliates or (D) shall resolve to take any
of the actions specified in clause (A), (B) or (C); or

(i) by either Union Electric or CIPSCO, by written notice to the other party, if (A) a third party
acquires securities representing greater than 50% of the voting power of the outstanding voting securities
of such other party or (B) individuals who as of the date hereof constitute the board of directors of such
other party (together with any new directors whose election by such board of directors or whose
nomination for election by the stockholders of such party was approved by a vote of a majority of the
directors of such party then stillin office who are either directors as of the date hereof or whose election
or nomination for election was previously so approved) cease for any reason to constitute a majority of
the board of directors of such party then in office.

Section 9.2 Effect of Termination. Subject to Section 10.1(b), in the event of termination of this
Agreement by either CIPSCO or Union Electric pursuant to Section 9.1 there shall be no liability on the part
of either CIPSCO or Union Electric or their respective officers or directors hereunder, except that Section
Z17 and Section 9.3, the agreement contained in the last sentence of Section Z1, Section 10.2 and Section
10.8 shall survive the termination. '

Section 9.3 Termination Fee: Expenses.
\

(a) Termination Fee upon Breach or Withdrawal ofApproval. If this Agreement is terminated at
such time that this Agreement is terminable pursuant to one (but not both) of(x) Section 9.1(g)(i) or (ii)
or (y) Section 9.1(h)(i) or (ii), then: (i) the breaching party shall promptly (but not later than five
business days after receipt of notice from the non-breaching party) pay to the non-breaching party in

|
i

cash an amount equal to all documented out-of-pocket expenses and fees incurred by the non-breaching
party (including, without limitation, fees and expenses payable to all legal, accounting, financial, public
relations and other professional advisors arising out of, in connection with or related to the Merger ori

the transactions contemplated by this Agreement) not in excess of $10 million;provided, however, that,j

if this Agreement is terminated by a party as a result of a willful breach by the other party, the non- i

breaching party may pursue any remedies available to it at law or in equity and shall, in addition to its
out-of-pocket expenses (which shall be paid as specified above and shall not be limited to $10 million),
be entitled to retain such additional amounts as such non-breaching party may be entitled to receive at
law or in equity; and (ii)if (x) at the time of the breaching party's willful breach of this Agreement,
there shall have been a third-party tender offer for shares of, or a third party offer or proposal with
respect to a Business Combination involving, such party or any ofits affiliates which at the time of such
termination shall not have been rejected by such party and its board of directors and withdrawn by the
third party, and (y) within two and one-half years of any termination by the non-breaching party, the
breaching party or an affiliate there3f becomes a subsidiary of such offeror or a subsidiary of an affiliate
of such offeror or accepts a written offer to consummate or consummates a Business Combination with
such offeror or an affiliate thereof, then such breaching party (jointly and severally with its affiliates),

'

upon the signing of a definitive agreement relating to such a Business Combination, or, if no such
agreement is signed then at the closing (and as a condition to the closing) of such breaching party
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becoming such a subsidiary or of such Business Combination, will pay to the non-breaching party an
additional fee equal to $30 million in cash.

(b) Additional Termination Fre. If (i) this Agreement (x)is terminated by any party pursuant to
Section 9.1(c) orSection 9.1(/), (y)is terminated following a failure of the shareholders of any one of the
parties to grant the necessary approvals described in Section 4.13 and Section J.1J or (z) is terminated as
a result of such party's material breach of Section 7.4, and (ii) at the time of such termination or prior to
the meeting of such party's shareholders there shall have been a third-party tender offer for shares of, or
a third-party offer or proposal with respect to a Business Combination invohing, such party or any of
its affiliates which at the time of such termination or of the meeting of such party's shareholders shall
not have been (A) rejected by such party and its board of directors and (B) withdrawn by the third-party,
and (iii) within two and one-half years of any such termination described in clause (i) above, the party
or its affiliate which is the subject of the tender offer or offer or proposal with respect to a Business
Combination (the " Target Party") becomes a subddiary of such offeror or a subsidiary of an affiliate of
such offeror or accepts a written offer to consummate or consummates a Business Combination with
such offeror or afliliate thereof, then such Target Party (jointly and severa'ly with its affiliates), upon the
signing of a defmitive agreement relating to such a Business Combination, or,if no such agreement is
signed, then at the closing (and as a condition to the closing) of such Target Party becoming such a
subsidiary or of such Business Combination, will pay to the other party a termination fee equal to $30
million in cash plus the out-of pocket fees and expenses incurred by the non-breaching party (including
without limitation, fees and expenses payable to all legal, accounting, financial, public relations and other
professional advisors arising out of, in connection with or related to the Merger or the transactions
contemplated by this Agreement).

(c) Expenses. The parties agree that the agreements contained in this Section 9.3 are an integral
part of the transactions contemplated by the Agreement and constitute liquidated damages and not a
penalty. If one party fails to promptly pay to the other any fee due hereunder, the defaulting party shall
pay the costs and expenses (including legal fees and expenses) in connection with any action, including
the filing of any lawsuit or other legal action, taken to collect payment, together with interest on the
amount of any unpaid fee at the publicly announced prime rate of Citibank, N.A. from the date such fee
was required to be paid.

(d) Limitation of Termination fees. Notwithstanding anything herein to the contrary, the
aggregate amount payable to Union Electric and its affiliates pursuant to Section 9.J(a), Section 9.3(b)
and the terms'of the CIPSCO Stock Option Agreement shall not exceed $50 million and the aggregate
amount payable to CIPSCO and its affiliates pursuant to Section 9.3(a), Section 9.3(b) and the terms of
the Union Electric Stock Option Agreement shall not exceed 550 million (including, in each case,
reimbursement for fees and expenses payable pursuant to this Section 9.3). For purposes of this Section
9.3(d), the amount payable pursuant to the terms of the CIPSCO Stock Option Agreement, as the case
may be, shall be the amount paid pursuant to Section 7(a)(i) and 7(a)(ii) thereof.

Section 9.4 Amendment. This Agreement may be amended by the Boards of Directors of the parties
hereto, at any time before or after approval hereof by the shareholders of CIPSCO and Union Electric and
prior to the Effective Time, but after such approvals, no such amendment shall (i) alter or change the amount
or kind of shares, rights or any of the proceedings of the treatment of shares under Article II, or (ii) alter or
change any of the terms and conditions of this Agreement if any of the alterations or changes, alone or in the
aggregate, would materially adversely affect the rights of holders of CIPSCO capital stock or Union Electric
capital stock, except for alterations or changes that could otherwise be adopted by the Board of Directors of ;

the Company, without the further approval of such shareholders, as applicable. This Agreement may not be
amended except by an instrument in writing signed on behalf of each of the parties hereto.

Section 9.5 Waiver. At any time prior to the Effective Time, the parties hereto may (a) extend the time
for the performance of any of the obligations or other acts of the other parties hereto, (b) waive any
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inaccuracies in the representations and warranties contained herein or in any document deli
hereto and (c) waive compliance with any of the agreements or conditions contained herein to the extent

vered pursuant

shall be valid if set forth in an instrument in writing signed on behalf of such party. permitted by applicable law. Any agreement on the part of a pany hereto to any such extension or waiver'

,

i

I

!

ARTICLE X

GENERAL PROVISIONS

Section 10.1 Nun-Survivat Effect of Representations and Warranties. (a) All representations,
warranties and agreements in this Agreement shall not survive the Merger, except as otherwise provided in

'

this Agreement and except for the agreements contained in this Section 101 and in Article II Section 75!

Section 7.9, Section 7.10, Section 7.11, Section 7.14, Section 7.15, Section 7.16, Section 7.17 and Section 10 7
'

, .,

i..

(b) No party may assert a claim for breach of any representation or warranty contained in this
Agreement (whether by direct claim or counterclaim) except in connection with the cancellation of this
Agreement pursuant to Section 9.1(g)(i) or Section 9.1(h)(i) (or pursuant to any other subsection of

'

Section 9.1,if the terminating party would have been entitled to terminate this Agreement pursuant toSection 9.1(g)(i) or Section 9.1(h)(i)).

Section 10.2 Brokers.
CIPSCO represents and warrants that, except for Morgan Stanley & Co., Inc.

whose fees have bee . disclosed to Union Electric prior to the date hereof, no broker, fmder or investment
banker is entitled to any brokerage, finder's or other fee or commission in connection with the Merger or the
transactions contemplated by this Agreement based upon arrangements made by or on behalf of CIPSCO.
Union Electric represents and warrants that, except for Goldman, Sachs & Co., whose fees have been

brokerage, finder's or other fee or commission in connection with the Merger or the transactionsdisclosed to CIPSCO prior to the date hereof, no broker, finder or investment banker is entitled to any
s

{

contemplated by this Agreement based upon arrangements made by or on behalf of Union Electric.,

Section 10.3 Notices.
All notices and other communications hereunder shall be in writing and shall be I

deemed given if(i) delivered personally, (ii) sent by reputable overnight courier service, (iii) telecopied (which
is confirmed), or (iv) five days after being mailed by registered or ce tifi d
the parties at the following addresses (or at such other address for a party as shall be specified by like notie mail (return receipt requested) to

r

ce):
(a)If to CIPSCO, to:

CIPSCO Incorporated
607 East Adams Street
Springfield, IL 62739

Attention: Craig D. Nelson, Treasurer
Telephone: (217) 525-5315 i

Telecopy:(217) 535 5067 |
with a copy to:

v

Jo:ies, Day, Reavis & Pogue i
I

77 West Wacker Drive ;

Chicago, Illinois 60601

Attention: Robert A. Yolles, Esq.
Telephone: (312) 782-3939
Telecopy:(312) 782-8585 i
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(b)If to Union Electric, to:

Union Electric Company
1901 Chouteau Avenue

| P.O. Box 149
! St. Louis, MO 63166

Attention: Donald E. Brandt,
Chief Financial Oflicer

| Telephone: (314) 554-2473
| Telecopy: (314) 554-3066

with a copy to:

Wachtell, Lipton, Rosen & Katz
51 West $2nd Street
New York, New York 10019

l Attention: Seth A. Kaplan, Esq.
Telephone: (212) 403-1000
Telecopy: (212) 403-2000

Section 10.4 Miscellaneous. This Agreement (including the documents and instruments referred to
herein) (i) constitutes the entire agreement and supersedes all other prior agreements and understandings,
both written and oral, among the parties, or any of them, with respect to the subject matter hereof other than
the Confidentiality Agreement; (ii) shall not be assigned by operation of law or otherwise; and (iii) shall be
governed by and construed in accordance with the laws of the State of New York applicable to contracts ;

executed in and to be fully performed in such State, without giving effect to its conflicts of law, rules or. ;
principles and except to the extent the provisions of this Agreement (including the documents orinstruments !
referred to herein) are expressly governed by or derive their authority from the MGBCL or the IBCA. ;

Section 10.5 Interpretation. When a reference is made in this Agreernent to Sections or Exhibits, such [
reference shall be to a Section or Exhibit of this Agreement, respectively, unless otherwise indicated. The
table of contents and headings contained in this Agreement are for reference purposes only and shall not

i
affect in any way the meaning or interpretation of this Agreement. Whenever the words " include", " includes"
or " including" are used in this Agreement, they shall be deemed to be followed by the words "without ,

limitation"

Section 10.6 Counterparts;Efect. This Agreement may be executed in one or more counterparts, each
of which shall be deemed to be an original, but all of which shall constitute one and the same agreement.

Section 10.7 Parties in Interest. This Agreement shall be binding upon and inure solely to the benefit
of each party hereto, and, except for rights of Indemnified Parties as set forth in Section 7.5, nothing in this
Agreement, express or implied, is intended to confer upon any other person any rights or remedies of any
nature whatsoever under or by reason of this Agreement. Notwithstanding the foregoing and any other
provision of this Agreement, and in addition to any other required action of the Board of Directors of the
Company (a) a majority of the directors (or their successors) serving on the Board of Directors of the
Company who are designated by Union Electric pursuant to Section 7.13 shall be entitled during the three
year period commencing at the Effective Time (the "Three Year Period") to enforce the provisions ofSection
7.9, Section 7.10, Section 7.11 and Section 7.14 on behalf of the Union Electric officers, directors and
employees, as the case may be, and (b) a majority of the directors (or their successors) serving on the Board
of Directors of the Company who are designated by CIPSCO pursuant to Section 7.13 shall be entitled during
the Three Year Period to enforce the provisions of, Sections 7.9, Section 7.10, Section 7.11, and Section 7.14
on behalf of the CIPSCO officers, directors and employees, as the case may be. Such directors' rights and

|
remedies under the preceding sentence are cumulative and are in addition to any other rights and remedies

t
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they may have at law or in equity, but in no event shall this Section 10. 7 be deemed to impose any additional
duties on any such directors. The Company shall pay, at the time they are incurred, all costs, fees and
expenses of such directors incurred in connection with the assertion of any rights on behalf of the persons set
forth above pursuant to this Section 10.7.

Section 10.8 Waiver ofJury Trial and Certain Damages. Each party to this Agreement waives, to the
fullest extent permitted by applicable law, (i) any right it may have to a trial byjury in respect of any action,
suit or proceeding arising out of or relating to this Agreement and (ii) without limitation to Section 9.3, any
right it may have to receive damages from any other party based on any theory ofliability for any special,
indirect, consequential (including lost profits) or punitive damages.

Section 10.9 Eqforcement. The parties agree that irreparable damage would occur in the event that
any of the provisions of this Agreement were not performed in accordance with their specific terms or were
otherwise breached. It is accordingly agreed that the parties shall be entitled to an injunction or injunctions
to prevent breaches of this Agreement and to enforce specifically the terms and provisions of this Agreement
in any court of the United States located in the State of New York or in New York state court, this being in
addition to any other remedy to which they are entitled at law or in equity. In addition, each of the parties
hereto (a) consents to submit itself to the personal jurisdiction of any federal coun located in the State of
New York or any New York state coun in the event any dispute arises out of this Agreement or any of the
transactions contemplated by this Agreement, (b) agrees that it will not attempt to deny such personal
jurisdiction by motion or other request for leave from any such court and (c) agrees that it will not bring any
action relating to this Agreement or any of the transactions contemplated by this Agreement in any court
other than a federal or state court sitting in the State of New York.

a
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SIGNATURES

IN WITNESS WHEREOF, Union Electric and CIPSCO have caused this Agreement to be signed by
their respective officers thereunto duly authorized as of the date first written above.

i

UNION ELECTRIC COMPANY
| =|

|

/S/ CHARLES W. MUELLER }By..

Name: Charles W. Mueller
Attest: /s/ JAMES C. THOMPSON Title: President !

<

Secretary

|
4

|

CIPSCO INCORPORATED

/S/ CuTFORD L. GREENWALTBy.

Name: Clifford L. Greenwalt
Attest: /s/ WILUAM A. KOERTNER Title: President

Secretary

|
|

!
ARCH HOLDING CORP.

/S/ DONALD E. BRANDTBy. 1

Name: Donald E. Brandt
Attest: /s/ WILUAM E. JAUDES Title: President

Secretary

ARCH MERGER INC.

By: /s/ DONALD E. BRANDT
Name: Donald E. Brandt

. Attest: /s/ WituAM E. JAUDES Title: President
Secretary
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EXHIBIT 2

| AMEREN CORPORATION

UNAUDITED PRO FORMA COMBINED CONDENSED

BALANCE SHEET

At September 30,1995
(Thousands of Dollars)

As Reported (Note 1)
Pro Forma

Union Adjustments Pro Forma
Dectric CIPSCO (Notes 2.10) Combined

ASSETS

Property and plant:
Electric . 58.441,276 52,287,538 5 374,294 511.103.108. . . . .. .... . .. .. .. ... . ... ...
Gas 169.820 223.660 - 393,480... .... ....... . ....... ....... . . ...... . . ..
Other . . . . . . . . . . . . . . . . . . . . . 35.007 - - 35,007... .. . . ... ...

8.646.103 2,511.198 374,294 11,531.595
Less accumulated depreciation and amortization . . . . . 3.454,662 1.115.529 246.430 4,816,621. .. . .

5,191.441 1,395.669 127.864 6.714,974
Construction work in progress:

Nuclear fuel in process . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109,353 - - ' 109.353
Other . . . 100.187 51.940 1,389 153.516... ........ . ...... ........ . ..... .... ..

Total property and plant. net . . . . 5.400.981 1.447,609 129,253 6,977,843.. . .. ....

| Regulatory asset-deferred income taxes (Note 7), . 726,788 45.589 - 772,377.... .... ... ...
i Other assets:

Unamortized debt expense . . . . . . . . . . . . . . 45.733 16.813 673 63,219..... .... .. .
Nuclear decommissioning trust fund . . . 69.124 - - 69.124. .. .. ... .

Investments in nonregulated activities . . .. . ...... ..... . - 98.539 - 98.539
! Other . . . . . 22.635 41.332 (2,014) 61.953.. .... . ..., ... ... .. ,, .......
i

t Total other assets . 137,492 156,684 (1.341) 292.835. ........ .. . .. . ...

! Currer.t assets:
'

Cash and temporary investments . 75,025 9,185 327 84,537. ......... .. . ..

Accounts receivable, net . . . 270.534 78,261 21,665 370,460. . ..... .... . . .. . . ....
Unbilled revenue . . . . . . 58.983 16.993 - 75,976........... ..... .. .........
Mater als and supplies, at average cost-

Fossil fuel . . $$.434 39,595 6,890 101,919.. ... .. . . . ... ... ., .. . . ..

Other . . . . . 95.038 51.606 5,600 152,244........ .. .... . ... . .. .... ...
Other . , 34,031 13,430 3.527 50.988.. . . .. ... .. .. .. . ... .. .. .....

Total current assets . . 589.045 209,070 38,009 836.124..... ...... .. ... . ..

Total Anets . 56.854.306 51,858.952 5 165.921 5 8.879.179. ... .. . .. ...... . ... .

CAPITAL AND LIABILITIES:
I Capitahzation: i
| Common stock (Note 2) . . . . . . . . . . 5 510,619 5 356,812 5(866,059) 5 1.372. .. .. . ... ,

Other stockholders' equity (Note 2) . 1,848.477 308.098 866.059 3,022.634
'

. . . . . .

Total common stockholders' equity . . 2.359,096 664.910 3,024,006. . ... ... -

Preferred stock of subsidiary . . . . . . 219.147 80.000 299,147........ .. . .., . .. -

Long-term debt . . . . 1,764.343 478,850 130.000 2,373.193.... ...... .. .. . ... . . . ..

Total capitalization . . . . . 4,342,586 1.223,760 130,000 5.696.346. ... .. . . . .. .

Minority interest in consohdated subsidiary . . . - - 3.534 3.534.... ........ . ...
| Accumulated deferred mcome taxes . . . . . . . 1.348.881 324,041 (5.842) 1,667,080. .... . ..... . ..... .
' Accumulated deferred investment tax credits . 168.068 53.074 - 221.142.. . . . . ... .

Regulatory liabthty . . . . . . . . . . . . . . . . 219,525 114,569 - 334.094.... .. ..... . .. . . ...
Accumulated provision for nuclear decommissioning . . 70,797 - - 70,797... ...... .. .
Other deferred credits and habihties .. 160,417 - 5,613 166,030

,

.. ........ ..... ......... 1
Current habihties: '

Current snaturity oflong-term debt . 69.295 - - 69,295. . ... .. ..

Short tertr. debt . . . ... . .. . .. . .. .. . . . ... . - - 6.800 6.800
Accounts payable . . 107.436 48.955 20,101 176,492.. .. .. . .. . . . ..

Wages pay able 33,982 11,260 - 45.242.. .. .. . . .. .. ... ..

Taxes accrued . . . . 209.132 23,473 86 232.691.. . .. . ..... . .. .

Interest accrued . 57,372 8,610 2.885 68,867..... . .. .. .. . .

Other . 66.815 51.210 2.744 120.769. .. .......... . .. . .. .. .. . . . .

| Total current liabihties . . 544,032 143.508 32,616 720.156.. ...

Total Capital and Liabihties . 56.854.306 51.858.952 5 165.921 $_8.879.179
. .... . .. . . . . . . ..

See accompanying Notes to Unaudited Pro Forma Combined Condensed Financial Statements.
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AMEREN CORPORATION :
!

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENTS OF INCOME

Nine Months Ended September 30,1995
(Thousands of Dollars Except Shares and Per Share Amounts)

Union Doctric CIPSCO p,,y,,,,
(As Reported) (As Reported) Adjueument Pro Forma
(Notes 1.5.11) (Notes 1. 3) (Notes 2.10) Combined ':

s

OPERATING REVENUES:
Elec tric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 1,613,570 $ 544,886 5 138,378 5 2,296,834
Gas....................................... 60,480 87,523 148,003-

Other..................................... 318 5.860 244 6.422 !

Total operating revenues . . . . . . . . . . . . . 1,674,368 638,269 138,622 2, 451,259 'I
OPERATING EXPENSES: i

Operations !

Fuel and purchased power. . . . . . . . . . . . . . . . 280,690 189,447 74,097 544,234
L

G as costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,051 48,322 - 83,373
,

Ot h er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 277.491 113.897 14,452 405.840
'

593,232 351,666 88,549 1,033,447
M ain ten a nce . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 163,342 46,690 14,038 224,070
Depreciation and amortization . . . . . . . . . . . . . . . . 174,369 62,280 11,866 248,515
Income taxes (Note 8) . . . . . . . . . . . . . . . . . . . . . . . 188,492 41,826 6,208 236,526
Other taxes . . . . . . . . . . . . . . . . . . . 166,944 43,133 1.496 211.573......... . ,

Total operating expenses . . . . . . . . . . . . . 1,286,379 545,595 122,157 1,954,131

OPERATING INCOME . . . . . . . . . . . . . . . . . . . . . . . 387,989 92,674 16,465 497,128 !

OTHER INCOME AND DEDUCTIONS:
Allowance for equity funds used during

,

construction . . . . . . . . . . . . . . . . . . . . . . .. . . . . 4,758 600 - 5,358
i

Minority interest in consolidated subsidiary . . . . . - - (3,396) (3,396) ;
Miscellan eous, net . . . .. . . . . . . . . . . . . . . . . . . . . . (8,772) 1.915 (5,153) (12.010) i

Total other income and deductions, net . (4,014) 2,515 (8,549) (10,048) ;

INCOME BEFORE INTEREST CHARGES AND
i

PREFERRED DIVIDENDS . . . . . . . . . . . . . . . . . . . 383,975 95,189 7,916 487,060 '

INTEREST CHARGES AND PREFERRED .

DIVIDENDS: !

I n t erest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 101,770 25,157 7,916 134,843
Allowance for borrowed funds used during

cons truction . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,661) (49) - (4,710) *

Preferred dividends of subsidiaries (Note 9) . . . . . . . 9,938 2.896 - 12,834 ;

Net interest charfes and preferred
dividends . . . . . . . . . . . . . . . . . . . . . 107,047 28,004 7,916 142,967 +

N ET I NCO M E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 276,928 5 - 67.185 5 - S 344,113
i

EARNINGS PER SHARE OF COMMON STOCK
(BASED ON AVERAGE SHARES

$2~71 51'97 52'51 i
OUTSTANDING) . . . . . . . . . . . . . . . . . . . . . . . .

AVERAGE COMMON SHARES OUTSTANDING 102.123.834 34.069.542 1.022,086 137,215.462
(h.ote 2)........... . .................... ..

,

See accompanying Notes to Unaudited Pro Forma Combined Condensed Financial Statements. [
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AMEREN CORPORATION

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENTS OF INCOME
i

Nine Months Ended September 30,1994 |
| (Thousands of Dollars Except Shares and Per Share Amounts) |

1

Union Deetric CIPSCO |Pro Fm
(As Reported) (As Reported) Adjustments Pro Forma )(Note 1) (Note 1) (Notes 2.10) Combined |

|OPERATING REVENUES:
El ectric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,586,088 5 537,013 $IW,129 $ 2,304,230
Gas 62,653 100,724 - 163,377 )....................................

Other.................................... 343 6,660 108 7,111
|

Total operating revenues . . . . . . . . . . . . 1,649,084 644,397 181,237 2,474,718
OPERATING EXPENSES:

Operations,

Fuel and purchased power . . . . . . . . . . . . . 256,906 190,014 117,952 564,872 :
G as cost s . . . . . . . .. . . . . . . . . . . . . . . . 45,928 61,835 - 107,763
O t h er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 280,216 109.795 14.380 404,391

583,050 361,644 132,332 1,077,026
,

Main t enan ce . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 140,105 45,378 13,465 198,948 !
Depreciation and amortization . . . . . . . . . . . . . . . 168,135 60,610 9,035 237,780
Income taxes (Note 8) . . . . . . . . . . . . . . . . . . . . . . 194,065 42,247 7,787 244,099

'

Other taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165,299 42,972 1,480 209,751

Total operating expenses . . . . . . . . . . . . 1,250,654 552,851 164,099 1,967,604
OPERATING INCOME 398,430 91,546 17,138 507,114
OTHER INCOME AND DEDUCTIONS: ,

Allowance for equity funds used during
construction . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,340 504 - 4,844 !

Minority interest in consolidated subsidiary . . . . - - (4,110) (4,110) !
Miscellaneous, net . . . . . . . . . . . . . . . . . . . . 3,259 2.673 (6.193) (261)....

,

tTotal other income and deductions, >

net............................. 7,599 3,177 (10,303) 473
INCOME BEFORE INTEREST CHARGES

AND PREFERRED DIVIDENDS . . . . . . . . . . . . 406,029 94,723 6,835 507,587
INTEREST CHARGES AND PREFERRED

DIVIDENDS:
Interest 107,774 24,826 6,835 139,435 i......... .... . . ..............

Allowance for borrowed funds used during
construction . . . . (3,838) (231) - (4,069).. ... . .... .

Preferred dividends of subsidiaries (Note 9) . . . . 9.939 2,568 - 12.507

Net interest charges and preferred
dividends . . . . . . . . . . . . . . . . . . . . 113,875 27,163 6,835 147,873 i

i

NET I NCO ME . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 292.154 5 67.560 S S 359,714
1

-

EARNINGS PER SHARE OF COMMON STOCK
(BASED ON AVERAGE SHARES

S2.86 51.98 52.6*'OUTSTANDING) . . . . . . . . . . . . . . . . . . . . . . . . . .

AVERAGE COMMON SHARES
OUTSTANDING (Note 2) . . . . . . . . . . . 102.123.834 34,107,706 1,023.231 137,254,771.....

See accompanying Notes to Unaudited Pro Forma Combined Condensed Financial Statements,
i
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AMEREN CORPORATION

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENTS OF INCOME
'

Twelve Months Ended September 30,1995
(Thousands of Dollars Except Shares and Per Share Amounts)

Union D6ctric CIPSCO
Pro Forma

(As Reported) (As Reported) Adjustments Pro Forms
(Notes t. $.11) (Notes 1. 3) (Notes 2.10) Combined

OPERATING REVENUES:
El ec tric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 1,997,016 5 705,300 S 202,438 5 2,904,754
Gas................................... 83,936 125,218 209,154-

Other.................................... 448 7,969 317 8.734

Total operating revenues . . . . . . . . . . . . 2,081,400 838,487 202.755 3,122,642
,

OPERATING EXPENSES:
Operations:

Fuel and purchased power . . . . . . . . . . . . . . 353,345 251,300 113,763 718,408

G as cos ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,218 71,530 120,748-

O t h er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 372,846 144,170 20.024 537,040

775,409 467,000 133,787 1,376,196

Maintenance . . . . . . . . . . . . . . . . . . . . . . . 220.997 66,488 19,649 307,134

Depreciation and amortization . . . . . . 232,279 82,769 16,607 331,655...

Income taxes (Note 8) . . . . . . . . . . . . . . . . 200,848 48,661 8,160 257,669

Other taxes . . . . . . . . . . . . . . . . . . . . . . . . . . 212,122 56,178 1,945 270.245

Total operating expenses . . . . . . . . . . . . 1,641,655 721,096 180,148 2,542,899

OPERATING INCOME . . . . . . . . . . . . . . . . . . . . . . . 439,745 117,391 22,607 579,743

OTHER INCOME AND DEDUCTIONS:
Allowance for equity funds used during |

construction . . . . . . 6,186 726 - 6,912..... ...... ......

Minority interest in consolidated subsidiary . . . - - (4,840) (4,840)
Miscellaneous, net (11,629) 2,744 (7.257) (16.142)....... ...... ........

Total other income and deductions, net . (5,443) 3,470 (12,097) (14,070)
,

INCOME BEFORE INTEREST CilARGES AND
PREFERRED DIVIDENDS . . . . . . . . . . . . . . . . 434,302 120,861 10,510 565,673

INTEREST CHARGES AND PREFERRED
DIVIDENDS: ;

Interest ......... 135,108 33,551 10,510 179,169 j. . ........ .........

Allowance for borrowed funds used during
construction . . . . . . . . . . . . . . . . . . . . . . . . (6,336) (107) - (6,443) :

17,088Preferred dividends of subsidiaries (Note 9) . . . . 13.250 3.838 -

i

Net interest charges and preferred
dividends . . . . . . . 142,022 37,282 10,510 189,814.. ........ .

NET INCOM E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 292.280 S 83.579 5 - S 375,859 |

EARNINGS PER SIIARE OF COMMON STOCK
(BASED ON AVERAGE SilARES
OUTSTANDING) 52.86 $2.45 52.74............. ..........

AVERAGE COMMON SilARES
OUTSTANDING (Note 2) . . . . . 102.123.834 34.078.037 1.022,341 137,224,212. .... ...

See accompanying Notes to Unaudited Pro Forma Combined Condensed Financial Statements.
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AMEREN CORPORATION
.

I
1

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENTS OF INCOME
Year Ended December 31,1994

(Thousands of Dollars Except Shares and Per Share Amounts),

i

Union Dectric CIPSCO Pro Fom
(As Reported) (As Reported) Adjustments Pro Forma

(Note 1) (Note U (Notes 110) Combined
OPERATING REVENUES: 1

Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 51,969,533 5697,427 S245,189 52,912,149 Il Gas..................................... 86,109 138,418 - 224,527! Other................................. .. 474 8,770 181 9,425
;
'

Total operating revenues . . . . . . . . . . . . 2,056,116 844.615 245,370 3,146,101
! OPERATING EXPENSES:
| Operations

i| Fuel and purchased power . . . . . . . . . . . . . . 329,562 251,867 157,618 739,047
i Gas costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60.096 85,043 - 145,139

!| O t h er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 375.570 140,068 19.952 535.590
765,228 476,978 177,570 1,419,776

M aint enance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 197,760 65,176 19,076 282.012
i

| Depreciation and amortization . . . . . . . . . . . . . . . 226,045 81,099 13,776 320,920 )
1

'

Income taxes (Note 8) . . . . . . . . . . . . . . . . . . . . . . 206,421 49,082 9,739 265,242
{Oth er taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210.476 56.017 1,929 268,.122 '

Total operating expenses . . . . . . . . . . . . 1,605,930 728,352 222,090 2,556,372
)| OPERATING INCOME 450,186 .I16,263 23,280 589,729 !

OTHER INCOME AND DEDUCTIONS:
l!

Allowance for equity funds used during
ii construction 5,767 630 - 6,397 j

........................ ..
! Minority interest in consolidated subsidiary . . . . (5,554) (5,554) )

- -

| Misec11aneous, net . . . . . . . . . . . . . . . . . . . . . . . . . 403 3,502 (8,297) (4,392)
Total other income and deductions,

!
net......................... 6,170 4,132 (13,851) (3,549)| ..

| INCOME BEFORE INTEREST CHARGES AND
i

PREFERRED DIVIDENDS . . . . . . . . . . . . . . . . . . 456,356 120,395 9,429 586,180
INTEREST CHARGES AND PREFERRED

DIVIDENDS:
| Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 141,112 33,220 9,429 183,761| Allowance for borrowed funds used during
! constructior. . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,513) (269)

i
(5,802) !

! -

l Preferred dividends of subsidiaries (Note 9) . . . . 13,252 3,510 16,762 |
-

Net interest charges and preferred ,

j
dividends . . . . . . . . . . . . . . . . . . . . . . 148,851 36,441 9,429 194,721

NET I N COM E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 307,505 5 83.954 5 S 391,459
!

-

EARNINGS PER SHARE OF COMMON STOCK
(BASED ON AVERAGE SHARES

| OUTSTANDING) . . . . . . . . . . . . . . . . . . . . . . . . 53.01 S2.46 52.85
; AVERAGE COMMON SHARES

OUTSTANDING (Note 2) . 102.123.834 34,106.585 1.023.198 137,253.617
,

............ .

!
, See accompanying Notes to Unaudited Pro Forma Combined Condensed Financial Statements.
i
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AMEREN CORPORATION
,

UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENTS OF INCOME

Year Ended December 31,1993
(Thousands of Dollars Except Shares and Per Share Amounts)

Union Dcctric CIPSCO Pm Forma
(As Reported) (As Reported) Adjustments Pro Forma

(Note 1) (Note 1) (Notes 2.10) Combined

OPERATING REVENUES:
Elect ric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,965,980 5688,820 $228,178 $2,882,978

Gas..................................... 99,552 145,702 - 245,254

Other.................................... 472 10,238 2 10.712

Total operating revenues . . . . . . . . . . . 2, % 6,004 844,760 228,180 3,138,944

OPERATING EXPENSES:
Operations

Fuel and purchased power . . . . . . . . . . . . 413,054 247,119 136,332 796,505

G as costs . . . . . . . . . . . . . . . . . . . . . . . . . . 66,718 90,097 - 156,815

Other............................. 378.817 !42,716 37,981 559.514

858,589 479,532 174,313 1,512,834
*

Maintenance . . . . . . . . . . . . . . . 190,097 61,218 18,378 269,693
..... . ..

Depreciation and amortization . . 219,633 78,062 7,094 304,789...........

Income taxes (Note 8) . . . . . . . . . . . . . . . . . . . . . . 179,475 51,861 8,315 239,651

Ot her tax es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 206,913 54,813 1,770 263,496

Total operating expenses . . . . . . . . . . . . 1,654,707 725,886 209,870 2,590,463

OPERATING INCOME . . . . . . . . . . . . . . . . . . . . . . . 411,297 118,874 18,310 548,481

OTHER INCOME AND DEDUCTIONS:
Allowance for equity funds used during

construction . . . . . . . . . . . . . . . . . . . . . . . . . . 6,418 1,459 - 7,877

- - (5,204) (5,204)Minority interest in consolidated subsidiary . . . .
Miscellaneous, net . . . . . . . . . . . . . . . . . . . 3.919 3,107 (7,089) (63).....

Total other income and deductions,
10,337 4,566 (12,293) 2,610

net . .......... ............ ..

INCOME BEFORE INTEREST CHARGES AND
PREFERRED DIVIDENDS . . . . . . . . . . . . . . . . . . 421,634 123,440 6,017 551,091

INTEREST CHARGES AND PREFERRED
DIVIDENDS:

129,600 35,024 6,017 170,641
Interest . .. .......... .......... .......
Allowance for borrowed funds used during

construction (5,126) (800) - (5.926).. ....... ....... . .. ..

Preferred dividends of subsidiaries (Note 9) . . . . 14.087 3,718 - 17,805

Net interest charges and preferred
,

dividends , . 138,561 37,942 6,017 182,520 |
.. .... ...... .

NET INCOME 5 283,073 5 85,498 5 - S 368,571
... .. .. ............. ..

EARNINGS PER SHARE OF COMMON STOCK
|

(BASED ON AVERAGE SHARES
OUTSTANDING) . . . . . . . . . . . . . . . . . . . . . . . . 52.77 S2.51 S2.69

.)AVERAGE COMMON SHARES
OUTSTANDING (NOTE 2) . . . . . . . . 102.123.834 34.107,706 1,023,231 137,254.771

'

.....

See accompanying Notes to Unaudited Pro Forma Combined Condensed Fmancial Statements.
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| AMEREN CORPORATION

! UNAUDITED PRO FORMA COMBINED CONDENSED STATEMENTS OF INCOME '

|

Year Ended December 31,1992
frhousands of Dollars Ezeept Shares and Per Share Amounts)

Union Electric CIPSCO Pro Forma !

| (As Reported) (As Reported) Adjustments Pro Forma
(Notes 1. 4) (Note 1) (Notes 2.10) Combined

OPERATING REVENUES: i
Electric . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 1,92 9,46 8 5 595,619 5 242,683 $ 2,767,770
Gas....................................... 84,159 133,756 - 217,915 |

O t h er . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,494 10,502 - 11,996 :
Total operating revenues . . . . . . . . . . . . . 2,015,121 739,877 242,683 2,997,681 1OPERATING EXPENSES:

Operations
Fuel and purchased power . . . . . . . . . . . . . . . . 407,067 193,638 176,821 777,526
G as costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,108 82,553 - 135,661
Other................................. 328,582 131,305 15.204 475.091

788,757 407,496 192,025 1,388,278,

-
!

M aintenance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 187,267 64,092 15,891 267,250
Depreciation and amortization . . . . . . . . . . . . . . 246,320 74,170 5,823 326,313
Income taxes (Note 8) . . . . . . . . . . . . . . . . . . . . . . . 179,691 40,751 7,898 228,340
Oth er taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 201,069 51,133 1,838 254,040

Total operating expenses . . . . . . . . . . . . . 1,603,104 637,642 223,475 2,464,221

| OPERATING INCOME . . . . . . . . . . . . . . . . . . . . . . . 412,017 102,235 19,208 533,460

OTHER INCOME AND DEDUCTIONS:
Gain on sales of electric property, net . . . . . . . . . . 18,099 - - 18,099
Allowance for equity funds used during

construction . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,115 2,162 - 5,277.

Minority interest in consolidated subsidiary . . . . . - - (5,334) (5,334)
Miscellaneous, net . . . . . . . . . (71) 7.579 (7,817) (309) I................

Total other income and deductions, net . . 21,143 9,741 (13,151) 17,733

INCOME BEFORE INTEREST CHARGES AND
i PREFEIUtED DIVIDENDS . 433,160 111,976 6,057 551,193..... ..........

INTEREST CHARGES AND PREFERRED
DIVIDENDS:

I Interest. 135,319 35,992 6.057 177,368.... .... .... ... .......... ....
Allowance for borrowed funds used during

| const ruc tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,907) (1,064) - (5,971)
i

Preferred dividends of subsidiaries (Note 9) . . . . . 14,058 4,549 - 18.607
Net interest charges and preferred

l. dividen ds . . . . . . . . . . . . . . . . . . . . . . . 144,470 39,477 6,057 190,004
l
'

N ET I N CO M E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . S 288,690 S 72,499 5 - S 361,189

EARNINGS PER SHARE OF COMMON STOCK
(BASED ON AVERAGE SHARES
OUTSTANDING) . . . . . . . . . . . . . . . . . 52.83 S2.13 S2.63.........

AVERAGE COMMON SHARES OUTSTANDING,

'

(Note 2) . . . . . . . . . . . . . . 102,123.834 34.107.706 1,023,231 137.254.771..... .. . . ..

See accompanying Notes to Unaudited Pro Forma Combined Condensed Financial Statements.
.
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AMEREN CORPORATION
!

NOTES TO UNAUDITED PRO FORMA COMBINED CONDENSED FINANCIAL STATEMENTS +

(Ameren Corporation is referred to in these Notes as "Holdmgs")

1. Reclassifications have been made to certain "as reported" account balances reflected in Union Electric's
and CIPSCO's fmancial statements to conform to this reporting presentation (See Notes 7,8 and 9). All
other financial statement presentation and accounting policy differences are immaterial and have not
been adjusted in the pro forma combined condensed financial statements.

,

2. The pro forma combined condensed financial statements reflect the conversion of each share of Union
Electric Common Stock (55 par value) outstanding into one share of Holdings Common Stock (S.01 par
value) and the conversion of each share of CIPSCO Common Stock (no par value) outstanding into 1.03
shares of Holdings Common Stock, as provided in the Merger Agreement. The pro forma combined
condensed financial statements are presented as if the companies were combined during all periods
included therein. ;

3. Net income for the nine months and twelve months ended September 30,1995 includes a pre-tax charge
of 56.3 million for CIPSCO's voluntary separation program.

4. Net income for the fiscal year ended December 31,1992 includes a gain for Union Electric on sales of
electric distribution properties of $18.1 million, net of income taxes, recorded in the fourth quarter of
1992.

5. The allocation between Union Electric and CIPSCO and their customers of the estimated cost savings .

resulting from the Mergers, net of the costs incurred to achieve such savings, will be subject to regulatory |
review and approval. Transaction costs are currently estimated to be approximately $22 million
(including fees for financial advisors, attorneys, accountants, consultants, filings and printing). None of
these estimated cost savings or the costs to achieve such savings has been reflected in the pro forma
combined condensed financial statements. However, net income for the nine months and twelve months
ended September 30,1995 includes a charge of 59 million, net ofincome taxes, for merger transaction
costs.

6. Intercompany transactions (including purchased and exchanged power transactions) between Union
Electric and CIPSCO during the periods presented were not material and, accordingly, no pro forma
adjustments were made to eliminate such transactions.

7. CIPSCO's regulatory asset related to deferred income taxes was reclassi6ed from the regulatory liability ,

account balance to conform to this reporting presentation.

8. CIPSCO's income taxes are reflected as operating expenses to conform to this reporting presentation.

9. Currently, the Union Electric Preferred Stock i> not issued by a subsidiary; subsequent to the Merger,
the Union Electric Preferred Stock will be issued by a subsidiary of Holdings. As a result, Union
Electric's preferred dividend requirements have been reclassified to conform to this reporting
presentation.

10. Pro forma adjustments have been made to consolidate the financial results of EEI, which will, in
substance, be a 60% owned subsidiary of Holdings subsequent to the Merger. Prior to the Merger, Union
Electric and CIPSCO held 40% and 20% ownership interests, respectively, in EEI and accounted for
these investments under the equity method of accounting. All intercompany transactions between Union
Electric, CIPSCO and eel have been eliminated.

11. Net income for the nine and twelve months ended September 30, 1995 includes a one-time credit to
Missouri electric customers which reduced revenues and pre-tax income of Union Electric by 530
million.

>

h
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Exhibit 3

SIGNIFICANT HAZARDS CONSIDERATION

This amendment request revises Union Electric Company's
Facility Operating License No. NPF-30 for Callaway Plant to add a
footnote after the words " Union Electric Company" in Paragraph
1.A to indicate that Union Electric has entered into a merger ,

agreement with CIPSCO Incorporated which provides for' Union
Electric to become a wholly-owned operating company of Ameren
Corporation, a registered public utility holding company under
the Public Utility Holding Company Act of 1935, as amended ("the
1935 Act"). This proposed request allows amendment of the
License, such that after the merger, Union Electric will continue
to own and operate Callaway Plant as an operating company
subsidiary of Ameren.

The proposed change to the Operating License does not
involve a significant hazards consideration because operation of
Callaway Plant with this change would not:

A. Involve a significant increase in the probability or
consequences of an accident previously evaluated. The
proposed change does not affect accident initiators or
assumptions. The radiological consequences of any accident
previously evaluated remain unchanged. The change is an
administrative change to reflect Union Electric's status as
an operating company subsidiary of Ameren.

B. Create the possibility of a new or different kind of
accident from any previously evaluated. The proposed change '

does not reduce the margin of safety assumed in any accident
analysis or affect any safety limits. The change is
administrative and reflects Union Electric's status as an
operating company subsidiary of Ameren.

C. Involve a significant reduction in a margin of safety. The
proposed change does not reduce the margin of safety assumed
in any accident analysis or affect any safety limits. The ,

change is administrative and reflects Union Electric's
status as an operating company subsidiary of Ameren.

As discussed above, the proposed change is strictly
administrative in nature and has no effect on plant operations.
The change does not involve a significant increase in the
probability or consequences of an accident previously evaluated '

or create'the possibility of a new or different kind of accident
from any previously evaluated. This change does not result in a
significant reduction in a margin of safety. Therefore, it has
been determined that the proposed change does not involve a

,

!

significant hazards consideration.

i
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Exhibit 4

ENVIRONMENTAL CONSIDERATIONS

This amendment application revises Union Electric Company's
Facility Operating License No. NPF-30 for Callaway Plant to add a
footnote after the words " Union Electric Company" in Paragraph
1.A. of the license to indicate that Union Electric has entered
into a merger agreement with CIPSCO Incorporated which provides
for Union Electric to become a wholly-owned operating company of
Ameren Corporation.

The proposed amendment does not involve changes with respect
to the use of facility components located within the restricted
area, as defined in 10 C.F.R. 20. It is an administrative changeto revise a license condition. Union Electric has determined 3

that the proposed amendment does not involve: |
'

(1) A significant hazards consideration, as discussed in Exhibit
3 of this amendment application,

(2) A significant change in the types or significant increase in
the amounts of any effluents that may be released offsite;

(3) A significant increase in individual or' cumulative
occupational radiation exposure.

Accordingly, the proposed amendment meets the eligibility
criteria for categorical exclusion set forth in 10 C.F.R.
51. 22 (c) (9) . Pursuant to 10 C.F.R. 51.22(b), no environmental
impact statement or environmental assessment need be prepared in
connection with the issuance of this amendment.

|

|
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