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Soyland

Introduction Power

Coopera-
tive is a member-owned, not-for-profit elec-
tric generation and transmission coopera-
tive which produces and supplies electric-
ity to 21 member distribution cooperatives.
These distribution cooperatives provide re-
tail electric service to approximately one-
half million member consumers within their

local service territories. Soyland is one of

more than 60 generation and transmission
(G&T) cooperatives that supply wholesale
electric power to rural utilities in the United
States.

Soyland was organized by six distribu
tion cooperatives in September, 1963, un-
der the General Not-For-Profit Corporation
Act of the State of lllinois. Leaders of those
cooperatives saw Soyland as a way to gain
energy independence and control over elec-
tric power costs. In 1975, nine additional
cooperatives joined the original six (two
have since merged), and plans were
launched to develop a reliable and economi-
cal power supply system. Western lllinois
Power Cooperative, with seven member dis-
tribution cooperative systems, merged into
Soyland in March, 1989, to form the coop
erative federation that today supplies the
electric power needs of nearly two-thirds
of the land mass of the State of lllinois

Applied Energy Systems of llinois, Inc.,
the parent company of WaterFurnace Mid
west, is a wholly owned for profit subsid
iary of Soyland Power Cooperative
WaterFurnace Midwest markets and sells

geothermal heating, cooling and hot water

equipment throv gh a trained and certified
dealer network. This network extends
throughout Illinois, the eastern half of Mis-
souri and eastern third of lowa. Applied
Energy Systems is pursuing other business
opportunities to assist Soyland's members
meet the needs of the consumers they
serve.

Soyland and its 21 member distribu-
tion cooperatives are united through a com
mon purpose of making rural Illinois a bet-
ter place in which to live. We remain com-
mitted to enhancing community and eco
nomic development opportunities in rural
areas.

Since its inception in 1963, Soyland's
goal has been to provide a dependable
source of wholesale electric power to its
member systems at a competitive cost. To-
day. through its unigue blend of fuels and
generating plants, Soyland has built a
stable base from which to meet the electric

energy requirements of its member sys

ems
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Rural

Executive Report Electric

Coopera-
tive men and women have historically been
the motivators of change. In the 1940s, the
landscape and lives of rural America were
forever altered by those men and women
united and working together for a better
future. With deregulation of the electric
utility industry on the horizon, and the con-
stant threat of federal bud-
get cuts to eliminate or re-
duce programs, now, more

than at any time since our

In 1995, the twenty-
one members of

cept the challenge of the changing utility
industry. As part of Soyland's financial
planning, we explored ways to cut costs
and encourage development of our mem
bers. Soyland's Board and staff took a hard
look at day to day operations, streamlin-
ing costs wherever possible and pursuing
every avenue to increase our competitive
edge. Together, we continue to evaluate al-
ternatives for the future of Soyland.
Knowing the suc-
cess of Soyland depends
upon the success of our

member cooperatives,

humble beginnings, elec
tric coopreatives are push-

ing towards rapid change.

Soyland Power con-
tinued thetr commit-

Soyland implemented a
new razie in 1995 to en-

couiage economic develop-

ment to have control
over the destiny of
their cooperative. To-
gether, we continue to
evaluate alternatives
Jor the future of
Soyland.

In 1995, the ment and help our 1:. m-

twenty-one members of ber cooperatives retain . t
risk” loads. The benefit of
this large load incentive
rate (LL rider) was realized
within a short period of
time with the application
of the LL rider to retain a
5-MW load for one mem-
Soyland ber cooperative and the contract extension
Power contin of an 18-MW municipal system by another
ued their member. By providing economic develop
committment ment and marketing programs to our mem
to have con bers, Soyland has further assisted them in

trol over the their goals of increased sales of electricity

destiny of and/or energy services. With the uncertain

their coopera future of the electric utility industry, our

Robert

EXECUTIVE COMMITTEE (left to right)
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: Vice Chairman; /im Coleman, Secretary; tjve Soyland member cooperatives have taken a pro-ac
Joe Firlit, President and CEQO; Steven Schertz i -

Assistant Secretary; Eldon Moore, Assistant and its mem tive approach to their future, along with

Treasurer; Ed Gant, Treasurer. Not pictured: Jim
Hinman, Chairman; and Jeff Reeves

Past Chairman

bers remain Soyland. A desire to lead change has led to

Immediate
united to ac internal cost cutting and the exploration
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of mergers or sharing of services among
local cooperatives.

While the Soyland board worked on
accepting the challenges of the changing
industry, Soyland's staff continued the
business of being a generation and trans-
mission cooperative for its twenty-one
members. Severe spring flooding and an
extended heat wave resulted in record tem-
peratures. Soyland's coincident peak de-
mand of 634 MW surpassed the previous
The

Soyland integrated system handled the

peak set in 1991 by nearly 11%

peak loads even with » June fire at the Win-
chester 34 kv substation that caused sub
stantial damage. Soyland's record energy
sales of 2,751,000 MWh was attributable
to the severe weather of 1995
Negotiations for coal supply resulted
in a contract which will provide Soyland
with a quality source of coal until the end
of the century. Soyland also addressed the
concerns of planaing for the decommis-
sioning of the nuclear Clinton Power Sta-
tion by entering into a new investment
agreement which is anticipated to earn a
higher return and enable the trust to grow
at an increased rate to fund the eventual
decommissioning of the plant. Soyland also
took advantage of an economical source
of energy available from newly organizing
power marketing firms. Soyland purchased
nearly 352,000 MWh, or 12% of our en
ergy needs, from the power marketing firms
of LG&E Power Marketing and Enron Power
Marketing. Soyland will continue to avail
itself of these cost-efficient energy sources

Providing support and assistance for

member cooperatives in the areas of mar-
keting, economic development and engi
neering was a major emphasis of Soyland
staffin 1995, Soyland developed a new and
comprehensive marketing program in con-
junction with member-cooperatives which
focuses on market
ing and sales of
electric technology.
Soyland conducted
a seminar in No-
vember showcas-
ing energy efficient
construction prac-
tices and electric
technologies. This
seminar promoted
the geothermal
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WaterFurnace Midwest, a

linois, Inc.,
wholly owned
subsidiary of Soyland, was a co-sponsor
of the program. Promotion of geothermal
heating and cooling systems resulted in
285 system installations on Soyland mem
ber distribution system lines in 1995 and
increased WaterFurnace Midwest's market
share from 78% tc 82%

Our continitcd commitment io develop
our rural areas resulted in the adoption of
a community and economic development
business plan with five major areas of con
centration. Those include community de

velopment, community development corpo
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Soyland

rations, advertising, economic development
network and new program development,
Soyland's support of economic develop-
ment was recognized this year by the Na-
tional Rural Electric Development Associa-
tion for the leadership we provided to RU-
RAL PARTNERS, the lllinois Private-Public
Partnership for Rural Community Develop-
ment

Sweeping changes in the electric util
ity industry have been initiated in 1995,
On a national level, the Federal Energy

Regulatory Commission put forth its

MegaNOPR covering the regulation of

wholesale power transactions with the goal
of providing open transmission access, al-
lowing a transition from regulated to mar-
ket-based generation transactions. On the
state level, a study was begun into the con-
cept of retail wheeling which will allow for

various levels of customer choice for power

supply. Soyland, along with its national and

state cooperative associations, is an active
participant in these developments as we
strive to protect the interests of our mem-
bers, and to pursue any opportunities
which may result from the changing regu-
latory environment

1995 has been a year of change, activ-
ity and unity for Soyland and Soyland
members. When Board Chairman James
Hinman became ill mid-year, the board was
unified and supported Vice Chair Robert
Smith. The strength of our organization lies
in our ability to control the destiny of our
cooperative, rather than to allow outside
forces to control it for us. The Soyland
board and staff are committed to making
the necessary decisions to adapt our coop-
erative to meet the challenges which face
us. It is with this determination that we
look forward to the opportunities that will

be presented to us in 1996
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Soyland

Engineering and Operations

availability of 81.5% and a capac-
ity factor of 74.7%. These continu-

Soyland has a broad mix of generating
capacity to meet its twenty-one member
cooperatives’ power supply needs. Soyland
owns 13.21% of the Clinton Nuclear Power
Station, which is operated by Illinois Power
(IP), owner of the balance of the plant. This
123 MW of nuclear capacity was 17% of
the available Soyland gen-
erating capacity in 1995,

ing improvements are the result of
concerted joint efforts between Soyland and
lllinois Power for improving plant perfor-
mance. Total operation and maintenance
expenses were on budget and capital im-
provements were under budget for the 1995
year. Staffing level reductions to 840 posi-
tions at year end are indicative of the man-
agement goal at both IP
and Soyland to reduce

Clinton provided 806,617
MWh or 28% of Soyland's to-
tal energy requirement. The
fifth refueling since Clinton
began commercial opera-
tion in 1987 was com-
pleted on April 29, 1995
after the plant's best ever
outage duration of only 49
days. The plant achieved
high performance levels in
1995 with an equivalent

The Soyland-owned
system, comprising

costs while improving op-
erational efficiencies.

The 22 MW Pearl
station coal fired plant
provided nearly 117,092
MW hours toward meeting
Soyland's energy require-
ment, Operating at 66% ca-
pacity factor, the unit had
an equivalent availability
of 70% during the year, de-
spite record flooding levels
on the lllinois River which

about 600 miles of
transmission lines
and nearly 100 sub-
stations, performed
outstandingly
through severe floods,
tornadoes, ice storms
and record electrical
demand.
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covered the coal storage area and disrupted
the trucked coal supply to the plant in May
and June. The 22 MW combustion turbine,
- which is also located at the Pearl station,
is available to provide support during sys-

o~

il .*m emergencies or for power pool use, if
necessary. The combustion turbine and the
Pittsfield diesels were called upon during
the summer to provide generation when the
extreme heat and humidity across much
1994 1998 of the eastern two-thirds of the United

States created record electrical demand.
Soyland set a record coincident peak de-




Soyland

mand of 634 MW, surpassing the previous
peak set in 1991 by nearly 11%. During the
peak hour of the IP/Soyland pool, Soyland's
demand was 545 MW, taking advantage of
Soyland’s diversity with its pool partners
and load curtailed by its members due to
Soyland peak warning

In addition to the Clinton and Pearl
plants, Soyland has long term power sup
ply contracts with Illinois Power and Cen
tral Illinois Public Service Company (CIPS)
for use of their fossil fuel capacity and
transmission systems cn a fully allocated,
cost of service basis. The Soyland percent
age share of the IP fossil plants increased

50% in 1995, from 8% to 12%, due to con

tractual changes. Approximately 1,336,000

MWh, which is 46% of Soyland energy, was POWER SUPPLY COMMITTEE (seated, left to right
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Soyland

proximately 352,000 MWh, equaling 10% of
Soyland energy, was provided by CIPS’ fos
sil generation. In addition, Soyland pur
chased approximately 352,000 MWh, or
12% of its energy, from the power market
ing firms LG&E Power Marketing and Enron
Power Marketing

The Soyland-owned system is com
prised of approximately 600 miles of trans
mission lines and nearly 100 substations
The Soyland Operations Department per
formed in outstanding fashion operating
and maintaining the system this year, bat
tling severe floods, tornadoes, winter ice
storms, and record electrical demand, and
rebuilt a 34kv substation at Winchester, 1l
linois, which sustained substantial fire
damage. Clean up and repair of the dam

age required approximately one month. The

crews also constructed two distribution

substations, approximately five miles of
transmission lines, and provided countless
hours of construction and maintenance
support to the member systems. With the
design projects in process and the need to
replace and upgrade transformation capac
ity to handle expected summer distribution
substation loading, 1996 will be a challeng
ing construction year

Design assistance was also provided by
the Engineering Department to member
systems. This included 19 miles of 69ky
and 34.5kv transmission line, two distri
bution substations, and two capacitor bank
installations, in addition to providing rou
tine technical support. Projects under way
for 1996 include four distribution substa

ies of 69Ky

tions, and approximately 15 m

mnem K | >
transmission ne
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Soyland

Marketing Programs

Soyland took an aggressive posture to
marketing in 1995 with the development
of an aggressive marketing program. The
function of marketing electric technologies
was separated from economic development
activities

The mission of the marketing program

is defined as “to increase

were implemented in 1995 by Soyland and
its member cooperatives. Another key fo
cus of these committees was the develop
ment of . 1996 Marketing Program Busi
ness Pla . for Soyland and its member co
operatives

Major marketing activities completed
in 1995 included continuation of the
Matching Grant Ad Program and System
GT Rebates, in addition to implementation

of a “Designing for Energy

the short and long term fi-
nancial
Soyland and its member
cooperatives through the
increased sale of electricity
and/or energy services.’
An integral step in the de
velopment and implemer

tation of the Marketing
Program was the forma

tion of
an Advi
Sory

Market-

integrity of

The mission of the
marketing program is
defined as “to increase
the short and long
term_financial integ-
rity of Soyland and its
member cooperatives
through the increased
sale of electricity and

or energy services.’

Efficiency Seminar,’
“Wholesale/Retail Rate
Seminar,” Night Light Pro
motional Blitz, CO Detec
tors Program and a Mar
keting & Sales Survey of
member cooperatives' mat
keting activities and pro
grams. Over $100,000 in
Matching Grant Ad monies

i

buted to mem

were distri
ber cooperatives to support

marketing initiatives in

cluding technology adver

;g v ] 3 &
The 1998
brochures

m

through targeted

stuffers and handouts by the member

cooperatives

marketing prog
and posters distributed
7 r

atian

ing Committee comprised
of Marketing and Mem
ber Services representa
tives from member coop
This committee

eratives

wadvienn
dQVISOry

served in an
ale tay Saviand'e Market
Ole Lo dSoyland s Market
ing Committee. Through
the combined efforts of

the Advisory and Market

gram included

Ing Committees, a \'J."K'{_\
as bill

)
g9 |

of existing and new joint

marketing strategies

tising, rebates, development of marketing
{

b hamaeahiildae weante and trade
brochures, homebuilders' events and trade

1

<~ 1 ’ \ }
shows, and geothermal h

open houses. The
program leveraged over $237,000 for mar
keting materials and activi
creased member anc
of the benefits of electric technologies
System:GT rebates for member pur

- y ¥ , 1 ealpe off .
systems and the increased sales efforts of

member cooperatives related to geothermal

1 sl {in 2R aanth 2\
technology resulted in 285 geothermal sys

tem installations in the Soyland member



distribution system in 1995, While these
sales fell just short of 1994 system sales of
290 units, the sale of WaterFurnace units
increased by 3% and market share increased
from 78% to 82%

WaterFurnace Midwest, Soyland and its
member cooperatives also hosted their first
energy efficiency seminar in 1995 to pro-
mote geothermal technology and
strengthen trade ally relationships. The
“Designing for Energy Efficiency Seminar”
conducted in November, drew nearly 200
trade allies repr se~:'ng builders, HVAC
dealers, bankers, rcaltors, architects and
new home owners to Decatur. Nationally
known energy consultant and architect,
Doug Rye, informed and entertained the
audience on energy efficient construction
practices and electric technologies. The
Seminar reinforced the Certified Comfort
Home Program adopted by member coop
eratives and promoted geothermal technol
ogy. The Seminar generated inquiries re-
garding geothermal and other heat pump

systems, cellulose insulation, energy effi

cient mortgages and dealer opportunities
Attendees’ evaluations of the Seminar were
excellent, providing Soyland and its mem
ber cooperatives with very positive recog-
nition as energy experts among trade al-
lies and members. Co-sponsors for the
Seminar included
Nu Wool Company,
First of America
Bank, [llinois
Power Compan)
and WaterFurnace
Midwest.

A "Whole
sale/Retail Rate
Seminar’ con
ducted in Decem
"REREE FEERE £ ber, provided coop

erative staff and di

Soyland



Soyland

rectors with an overview of rate philoso ogy rebates to other technologies beyond
phies, structures, changing pricing strate geothermal heating and cooling systems
gies and an outlook on deregulation of the the need for technology financing program
electric utility industry in the future to assist in member purchases of electric

lo assist in the development of a 1996 technologies, more formalized marketing
Marketing Program Business Plan, Soyland sales and technology training, additional
conducted a Marketing Survey of member market research, cooperative advertising
cooperatives in the fall of 1995. The Sur- and further emphasis on trade ally devel
vey was intended to identify cooperatives'’ opment efforts. These suggestions and oth
marketing personnel, programs, interests ers have been incorporated into Soyland's
and successes. The results of the Survey 1996 Marketing Program

suggested the need for expanding technol

GG& G FoR
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The “Designing for Energy Efficiency Seminar® hosted by nationally-known consultant Doug Rye, was ve

well attended in November. Repeat performances are planned in ]99¢(
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Soyland

opment organizations, identified industrial

Wals) ymic Developmen ’
Economic e \((\, ment sites and nnmerone ather aetivities that

represent the groundwork ‘ur economic de

During 1995, Soyland continued to velopment
pursue an aggressive position in its com- In 1995 Soyland developed a Commu
munity and economic development pro nity and Economic Development Business
gram. During the past several years, Plan that emphasizes five major areas of
Soyland has laid a solid foundation on concentration. These areas include: Com
which future load growth will continue to munity Development, building the infra
develop. In today's competitive environ structure for future economic development
nent, Soyland and its 21 activities; Community De
member distribution coop velopment Corporations

- L Soyland and its 21 1
eratives are prepared to ‘ regional financial entities

member distribution

meet the challenges that which identify and assist
" T P : “NADLY L TVES € DIe- . v 1
face utilities. The coopera cooperatives are pre in funding economic de
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tives have become actively pared to meet the ¢ hal- velopment projects; Adver

Avyi

involved in such activities /¢'/zg¢‘5 that face utili- tising, focused on national

as Community Develop ties. and statewide projects to
ment Corporations, RURALI promote business develog
PARTNERS, assumed posi ment in cooperative ser
tions of responsibility in economic devel vice territories; Economic Development
Network, utilizes the professional n¢

s Doevelanment identify ;
New Program Development, identitving

f
new initiatives to enhance both e and
economic growtn in rural Hnois. All
these components represent opportuni
-t p- } o
¢ \
ties for distributior operatives (o 11
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nomic Development Association. An award
was presented to Soyland at the NREDAs
annual meeting in Austin, Texas, for
Soyland's leadership role in the innovative
and creative RURAL PARTNERS/Kellogg
Foundation “Helping Prepare Rural Com
munities For Economic Development Pro
gram.” This ten-county demonstration
project ex: 'nded over four years and cost
in excess of $1.5 million

Around the state many cooperatives
were successful with both attraction and
expansion of businesses in their service
areas. Yale South Haven Company, a rub
ber resin facility located in Carmi, employs
50 people and utilizes approximately 3

megawatts of energy from Wayne-White

Loaded with

Pear! Plant

Electric Cooperative. Heartland Pork Enter
prises, a pork production facility, located
east of Paris in Eastern lllinois employs 60
people. Another new 70,000 square foot
facility was built for Paper Production in
Martinsville, a company that supplies coin
wrappers to several industries. This com
pany employs 65 individuals and uses ap
proximately 1.6 megawatts of energy from
Edgar Electric. Two pork production facili
ties became operative in Western lllinois
namely: Hanor Industries and Land of
Lakes. These companies made capital in
vestments exceeding $4-million and will be
in full operation in early 1997 on lllinois
Rural Electric Co.'s and Menard Electric

Cooperative's lines. In central lllinois, Nor

51?1 lanc

/
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mal Community West High School came on
line and Vuquetec Industrial, a supplier for
Diamond Star Motors, expanded for the
third time. These projects accounted for 45
new jobs and 450 KVA on Corn Belt Elec-
tric Cooperative's system. Several commer-
cial companies came on line this past year
in Mt. Vernon providing employment for 55
individuals and requiring 850 KVA of elec-
trical energy from Tri-County Electric Co
operative

Several new economic development
initiatives were developed in 1995 and will
be aggressively continued during 1996
Soyland submitted an application to the
Rural Utilities Service (RUS) for funding a
Statewide Revolving Loan Program. This
project will provide Soyland with $400,000
to be utilized for assisting new and expand

ing businesses in cooperative territory.

Soyland's Spec Building Program that will
capitalize on the critical shortage of qual
ity industrial facilities throughout the State
of Illinois. Utilizing a competitive and sys
tematic approach, Soyland will select no
more than three distribution cooperatives
to participate in this program. Soyland and
the distribution cooperatives will be minor
ity participants that will share their exper
tise and experience with other investors
and developers to construct economical and
quality facilities at strategic locations for
potential new or expanding businesses
Overall 1995 has been successful for
Soyland and many of the distribution cc
operatives. The attraction and expansion
of businesses, the RUR
Award and new initiatives in 1996 will
serve as the building blocks for continued

future Economic Development

areas of lllinois
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Coope racive rnjormation

Sales of electric energy increased last
year throughout Soyland's market area in
1995 as 17 of 21 member electric distribu
tion cooperatives experienced load growth
The increase was do in part to the extreme
veather of 1995 but also to the marketing
efforts of member-systems and the attrac
tion of new development to
their service areas

Providing their con
sumers with different elec
an

tric rate structures is

important element in the L

Iy
Iing
A

)¢
electric distribution coop
eratives' marketing pro- vider in
grams. All 21 distribution ek
. _ areas
cooperatives offer a variety

of rate schedules to their

members. These rate schedules include
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Soyland's member-co-

sas dinsads smiin Aailiets
k\[)( ,qu( VES ¢ . /Z(‘(:/H;
ing their promise of
the primary ru-
ral utility service pro
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interruptable rates, all electric rates, elec
tric heat rates, energy credits for controls
on electric appliances and equipment and
off-peak rates for residential consumers
These rates are designed to encourage cus
tomers to utilize electricity and to utilize it
efficiently by providing control incentives
For the commercial and industrial user,
member-cooperatives offer a ariety of time
sensitive commercial rates along with cus
tom rates tailored to shape
and manage loads while
meeting the energy needs
individual user. In
3sist members in
g and retaining in
dustry, Soyland introduced
service a large load incentive rate
for loads of

X : :
Kliowatts or larget

megad

tain approximately 23
; ’ -
watts of electric load among
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existing customers

Numerous member

by consumers in
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projects, geotnic rmal subdivision devel p

ment, customer education seminars, com
munity development and new business de
velopment. These strategies are all em
ployed by distribution cooperatives to
crease energy sales and help Soyland Pov
achieve its financial objectives

The goal of the rural electrification pro
gram has always been to improve the qual
ity of life in the electric cooperatives' ser
vice territories. In recent years that goal
has lead many cooperatives into exploring
propane gas sales, rural television satellite
systems, mobile communications, rural
water systems and other ventures th:

assist rural farms, homes and businesses

Ing their promise of being the primary ru

Soyland Annual Energy Sales
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ral utility service provider in their service our rural service territories and are poised

areas. Soyland's member-cooperatives and to meet the coming challenges of the elec

Soyland Power Cooperative are united in tric utility industry

meeting the ever-changing requirements of
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Applied Energy Systems

Applied Energy Systems of Illinois, Inc
d/b/a WaterFurnace Midwest, the wholly
owned subsidiary of Soyland, finished
1995 with strong sales. The year started
very strong but sales were hampered in
mid-year by heavy rain followed by a hot

dry summer. There were a total of 7

.
5

43 units
sold in 1995 with sales of
$2,980,000 and a net mar-
gin of $102,000. Units sold
were slightly below the
record 770 units sold in
1994,
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our dealers and to of

Jer more assistance,

of them being active WaterFurnace install
ers. Our continued goal is to increase the
sales of our dealers and to offer more as
sistance/incentives to all of our dealers. We
will also be pursuing the establishment of
new dealers in areas where there are none
Our training facility in Greenville con-
tinues to play an important role for our
dealer network. There were several service
installation schools provided during 1995
with over 40 technicians

taking part. WaterFurnace
Midwest has cne of the
lowest percentages of war
ranty claims and installa

tion problems compared to

incentives to all of our any other WaterFurnace

dealers. We will also distribution area, which is

a testimony to the training

be pursuing the estab

]y o » v » » / » v"
/."5/3"’,’1( ni Lv new aeat-

ers In

there are 1

The net
work of autho
rized dealers
continues to
grow through
out Illinois, east
ern Missouri
and eastern
lowa. There are
approximately
90 authorized
dealers with

over two-thirds

aAreas
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provided
; Local and regional
where , .

home shows have proven
4

”
{0 be an excellent source

for leads. Another source

has been the Field Days

Open Houses which was utilized

Soyland distribution ¢
There were also three energ
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STATEMENT OF OPERATIONS:

(In $1,000)

Adams

Clinton
County

Coles
Moultrie

Operating Revenue $10,028 $4,095 $8,90¢ $13,84¢

Purchased Power $6,539 $2,711 $6,70( $9,52

Operating Expenses 1,871 841 327 600

Depreciation Expenses 587 307 S 684

Tax Expense 160 68 )2 19C

Interest 707 21 28¢ 40

Total Cost—Electric Service $9,864 $4,137 $8,762 $13,402

Operating Margins .. $164 $(42) $144 $443

Non-Operating Margins &

Capital Credits 188 3¢ 4

Total Patronage Capital or Margins $352 $(6) $28 $517
ASSETS & CTHER DEBITS

Total Utility Plant $22,942 $10,841 $12,656 $23,852

Accumulated Provision for

Depreciation & Amortization 5,971 3,266 §,34 6,94

Net Utility Plant $16971 $7.575 $8.,32 $16,912

Total Other Property &

[nvestments $1.544 $409 $ $1,364

Current & Accrued Assets 1,98 828 7

Deferred Debits 601 5 27

Total Assets $21,09 $8,827 $11.4 $21,287
LIABILITIES & OTHER CREDITS

Margins & Equities $6.926 $3.92 94 $10.4

Long-Term Debt 12 863 4 041

Current & Accrued Liabilities 1,158 853 ! 2,841

Deferred Credits 152 7 14 7

Total Liabilities $21.09¢ $8.827 $11.4 $21.28
OTHER STATISTICS

Miies of l,'i".(\ ) 000 4

Consumers Served 7110 7 28 8 08

Consumers Per Mile 3 3.2 4 49

KWH Sold Per Consumer 12.604 10,779 ) Y

Total MWH Sales 90.251 2 Q o

Annual Revenue Per Consumer 1.41 37

Piant Investment Per Consumer
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Member Cooperatives

1995
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Operating
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STATEMENT OF OPERATIONS:
(In $1,000)

Operating Revenue

Menard

Monroe

Rural
Electric

Purchased Power
Operating Expenses
Depreciation Expenses
Tax Expense

Interest

Pin J - . J Y ™ 2
Total Cost—Electric Service

Operating Margins
Non-Operating Margins &
Capital Credits

b, s/ h ) ) S P ‘a9 74 e » "T”
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'S & OTHER DEBITS

Total Utility Plant
Accumulated Provision for

Depreciation & Amortization

Ao Irilirv Plan
Net Utility Plant

Total Other Property &
Investments
)

Current & Accrued Assets

Deferred Debits

Masal docs
Total Assets

LIABILITIES & OTHER CREDITS

Margins & Equities
Long-Terni Debt
Current & Accrued Liabilit

Credits
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OTHER STATISTICS
Miles Of.I ine
Consumers Served
~onsumers Per Mile
KWH Sold Per Consumer
Total MWH Sales
Annual Revenue Per Con
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ADAMS ELECTRICAL CO-OPERATIVE
PO. Box 247, Camp Point 62320
Douglas Aeilts, Manager, Director
CLAY ELECTRIC CO-OPERATIVE

PO. Box 517, Flora 62839

jJames E. Campbell, Manager, D

CLINTON COUNTY ELECTR
Box 40, Breese 622X

james B. Riddle, Manager, Direct

COLES-MOULTRIE ELECTRIC
0. Box 709, Mattoon 61938-0709

David Collins, Director; Norman Wetzel, Dire
ELECTRIC COOPERATIVE
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INDEPENDENT AUDITORS' REPORT

l'o the Board of Directors of Soyland Power
Cooperative, Inc. and Subsidiany
Decatur, [Hinois

We have audited the accompanying consolidated balance sheets of Soyland Power Cooperative, Inc and
subsidiary (the "Cooperatnive") as of December 31, 1995 and 1994, and the related consolidated statements of
revenues and expenses, of members' equities (deficit) and of cash flows for the years then ended These financial
statements are the responsibility of the Cooperative's management Our responsibility 1s to express an opinion
on these financial statements based on our audits

We conducted our audits in accordance with generally accepted auditing standards and Government Auditing
Standards, 1ssued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements arce free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements An audit also includes assessing the accounting principles used and significant
estimates made by management. as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of the Cooperative as of December 31, 1995 and 1994, and the results of its operations and its cash
flows for the years then ended in conformity with generally accepted accounting principles

'he accompanying consolidated financial statements for the year ended December 31, 1995 have been prepared
issuming the Cooperative will continue as a going concern. As discussed in Note 1A to the consolidated
financial statements, the Board of Directors and management of the Cooperative have determined the
Looperative cannot operate on a long-term basis pursuant to the Superseding Debt Restructuring Agreement
(see Note §) and that wholesale power rates being charged by the Cooperative to its members must be reduced to
a competitive level, which raises substantial doubt about the ability of the ( ooperative 1o continue as a going
concern. Management's plan with regard to this matter is also discussed in Note 1A The consolidated financial
statements do not include any adjustments that might result from the outcome of this uncertainty

In accordance with Government Auditing Standards, we have also issued a report dated February 29, 1996 on
our consideration of Soyland Power Cooperative, Inc.'s internal control structure and a report dated

February 29, 1996 on its compliance with laws and regulations

Dlaikty & Toneke wr

February 29, 1996
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Consolidated Balance Sheets

ASSETS (Note 5)

ELECTRIC UTILITY PLANT, AT COST (Note 2)
In service
Less accumulated depreciation
Total

Construction work in progress
Nuclear fuel, at cost (less accumulated amortization
1995, $43,929,805; 1994, $38,683,194)
Plant site held for future use
Net electric utility plant

INVESTMENTS
Investment in associated organizations, at cost (Note 3)
Marketable securities - decommissioning trust (Note 4)
Note receivable (Note 8)
Total

CURRENT ASSETS
Cash
Temporary investments
Accounts receivable, members
Other reccivables
Inventories
Prepayments and other assets

Total

DEFERRED CHARGES
Deferred DOE assessment (Note 1)
Deferred interest (Note 5)
Total

TOTAL

Sée notes Lo consol Ju.’tt.(’/l'u/.\ iai S
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Consolidated Statements of Revenues and Expenses

Years ended December 31,

OPERATING REVENUES:
Electric energy sales ...
Sak:s of ground source hcat pump< net .

Purchased capacity (Note 8)
Energy costs (Note 8) ..............co.......

Administrative and general (NOLE6) ..............co.oovvvrcerannee.

Depreciation and amortization (NOLe 5} .........c.coovvvvvevvevrennnn.
Property and other taxes (Note 7) ........................

Decommissioning provision PBinsalas

OTHER REVENUE:

Interest and other patronage capital income .............

NET MARGIN BEFORE INTEREST CHARGES

INTEREST CHARGES:
Interest on long-term debt (Note 5) ...

Allowance for borrowed funds used dunng construction
interest allocated to nuclear fuel expense ............

1995

$ 178,086,890
2,979,842
859,801
53,580

N ST aX

181,980,113

47,862,668
45,914 485
8,729,149
2,287,114
302,722
105,096,138
2,130,682
4,741,081
4,108,895
26,987,328
3,014,674
1,215,672
147,294,470

34,685,643

3,313,781

3,313,781

37,999,424

43,164,995
1,322,750
(428,824)

(752.661)

43,306,260

$ (5.306,836)

See notes to consolidated financial statements

1994

$ 177,084,239
2,899,519
882,402

: 24,801
180,920,961

45,417,282
45,663,407
11,273,161
2,210,927
316,493
104,881,270
2.053,440
2,821,426
4,079,249
26,928,565
2,926,591
916517
144,607,058

36,313,903

42,034,783
1,336,720
(275,171)
(741,165)

42,355,167

$ (3.523.061)




Consolidated Statements of Members' Equities (Deficit)

Balances, January 1, 1994

Cumulative effect of adopting
SFAS No. 115 (Note 1)

Change in net unrealized
holding (losses)

Net (deficit)
Balances, December 31, 1994

Change in net unrealized
holding gains

Net (deficit)

Balances, December 31, 1995

Soyland
Years ended December 31, 1995 and 1994
Unrealized
holding Total

Membership  Patronage Other Gains(Losses) members'

fees capital equity  onsecurities  Deficit (deficit)
$ 1,675 $2,779,263 $ 191,929 $(82,848,523) $(79,875,656)
$ 35501 35,501
(93,614) (93.614)

3523001 _ (3.523.061)

Y1675 2,779,263 191,929

(58,113)  (86,371,584)  (83.456,830)

416,873 416,873

L5.06836) _(5.306.836)

L1070 aJroge £191929

See notes to consolidated financial statements.

$306.700 SO1078.4200 $(88.340.793)
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Consclidated Statements Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES:
Net deficit
Adjustments to reconcile net deficit to net
cash flows from operating activities:
Depreciation and amortization of electric utility plant
Amortization of deferred interest
Amortization of nuclear fuel and deferred DOE assessment
Decommissioning provision
Patronage capital allocations not received in cash
Allowance for funds used during construction
Interest allocated to nuclear fuel expense
Gain on sales of securities
Loss on sales of securities
Change in assets and liabilities:
Accounts and other receivables
Inventories
Prepayments and other assets
Investments in associated organizations
Recoverable energy costs
Accounts payable and accrued liabilities
Deferred revenue

NET CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to electric utility plant, net
Additions to investments in associated organizations
Purchases of securities - decommissioning trust, net
Purchases of nuclear fuel
Additions to note receivable

NET CASH FLOWS FROM INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from capital addition loans
Payments on line of credit borrowing, net
Principal payments on long-term debt
Increase (decrease) in member prepayments

NET CASH FLOWS FROM FINANCING ACTIVITIES
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

Supplemental disclosure:

The Cooperative made interest payments totalling $33,178,991 and $42,735.423 in 1995 and 1994, respectively
The Cooperative’s subsidiary made income tax payments of 8188741 and $38,000 in 1995 and 1994, respectively

See notes to consolidated financial statements.
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Years ended December 31
1995 1994
$ (5,306,836) $ (3.523,061)
25,635,532 25,576,770
1,351,796 1,351,795
5,346,266 6,414,216
1,215,672 916,517
(111,108) (157,367)
(428,824) (275,171)
(752,661) (741,165)
(454)
116,267
301,399 369,607
751,440 75,776
22,889 (86,027)
(40,331) 552,727
677,735 3,085,746
11,932,218 (465,161)
(103.281) __(108.509)
40,491,906 33,102,506
(3,722,002) (3.397,670)
(271,300 (24.500)
(964,840) (1,032,330
(5.080,926) (1,424,169)
_{6.000,000) e —
(16.039,068) (5.878,669)
15,300,000

(12,656,252) (5.843,748)
(14,793,685) (21,129,810)
_16,759,328) 1,473,327
(18.909,265) (25,500,231)
5,543,573 1,723,606
__ 2,721,759 . 998,153
_$8.265,332 32,721,759
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Notes to Consolidated Financial Statements

Years ended December 31,1995 and 1994

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

A.  Organization - The consolidated financial statements reflect the accounts of Soyland Power Cooperative, Inc. and its wholly-owned
subsidiary, Applied Energy Systems of Illinois, Inc., (“the Cooperative”). The subsidiary was created in 1987 for the purpose of
selling ground source heat pumps to rural consumers. All significant intercompany transactions have been eliminated in consolida-
tion.

The Cooperative is a nonprofit organization engaged primarily in the generation and transmission of wholesale electric service to its
twenty-one members located in central and southern Illinois. The Cooperative has entered into wholesale power agreements with
each of its members which require the members to buy and receive from the Cooperative all of their power and energy requirements
and require the Cooperative to sell and deliver power and energy in satisfaction of such requirements. The wholesale power agree-
ments with the members extend to various dates from years 2015 to 2017.

The Cooperative's rates are established by the Board of Directors and are subject to approval by the Rural Utilities Service ("RUS").
Wholesale power rates charged to members are determined based on cash requirements, including debt service requirements. The
Cooperativc is not subject to the regulatory authority of the Illinois Commerce Commission.

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabili-
ties at December 31, 1995 and 1994 and the reported amounts of revenues and expenses during the years then ended. Actual results
could differ from those estimates.

Basis ¢f Presentation - The accompanying consolidated financial statements have been prepared on a going concern basis, which
contemplates the realization of assets and the satisfaction of liabilities in the normal course of business. The Board of Directors and
management believe the effect of deregulation and retail wheeling in the utility industry will significantly increase competition
between the Cooperative and its competitors. The Board of Directors and management of the Cooperative have determined the
Cooperative cannot operate on a long-term basis pursuant to the Superseding Debt Restructuring Agreement (see Note 5) and that
wholesale power rates being charged by the Cooperative to its members must be reduced to a competitive level. The Cooperative is
considering various alternatives in order to achieve competitive rates. These alternatives include the sale of all or a portion of the
Cooperative's assets, renegotiation of power supply contracts, reorganization pursuant to Chapter 11 of the U. S . Bankruptcy Code,
restructuring of debt and buy-out of existing debt. The Board of Directors and management believe that without a competitive rate
charged to its members the Cooperative will be unable to compete for a new load or maintain its existing load and, therefore, will
have difficulty in generating sufficient cash flow to meet debt service requirements and sustain operations. This difficulty, if not
relieved by one or a combination of the aforementioned aiternatives being considered, raises substantial doubt about the Cooperative's
ability to continue as a going concern.

All of the above alternatives are currently being considered by the Board of Directors and management as possible solutions.
Implementation of any of the alternatives will have an impact on the Cooperative's financial statements.

Management of the Cooperative has asserted that the Cooperative has sufficient cash flows for the 1996 fiscal year to meet operating
expenses and debt service requirements. Management has also asserted that the current wholesale power rates required under the
terms of the Superseding Debt Restructuring Agreement will remain in effect pending the outcome of alternatives being considered.

The accompanying consolidated financial statements do not include any adjustments relating to the recoverability and classification
35
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of recorded asset amounts or the amounts and classification of liabilities that might be necessary should the Cooperative be unable
to continue as a going concern.

Basis ¢f Accounting - The accounting records of the Cooperative are maintained in accordance with the Uniform System of Ac-
counts prescribed by RUS.

Electric Utility Plant - Depreciation of electric utility plant in service is provided over the estimated useful lives of the respective
assets on the straight-line basis at rates as follows:

Production plant:
Nuclear 2.5%
Steam 3.1% - 4.0%
Gas turbine and diesel 2.0%
Transmission plant 2.75%
Distribution plant 3.0%
General plant 2.5% - 20%

Based upon guidelines provided by the Nuclear Regulatory Commission (“NRC"), which establish a minimum funding level, and in
conjunction with lllinois Power (principal owner and operator of the Clinton nuclear generating facility - see Note 2), the Coopera-
tive estimates that its portion of the costs to decommission the Clinton facility, which will not begin until the year 2027, will be
approximately $57,200,000 (in 1995 dollars). A site-specific study to estimate the cost of dismantling, removing and disposing of
the Clinton generating facility is nearing completion. This study is expected to result in projected decommissioning costs higher
than the NRC-specified funding level. The future decommissioning costs are being recovered over the life of the facility using the
sinking fund method.

In 1996, the Financial Accounting Standards Board (*FASB") issued an exposure draft on accounting for liabilities related to closure
and removal of long-lived assets. This exposure draft would change the way the Cooperative accounts for nuclear decommissioning
costs and fossil plant dismantling. The exposure draft calls for recording as a liability the present value of estimated future cash
flows to decommission nuclear power piants and dismantle fossil plants.

Maintenance and repair of property and replacements and renewals of items determined to be less than units of property are
charged to expense. Replacement and renewals of items considered to be units of property are charged to the property accounts. At
the time properties are disposed of, the original cost, plus cost of removal less salvage of such property, is charged to accumulated
depreciation.

Allowance, for Borrowed Funds Used During Construction - The allowa ice for borrowed funds used during the period of construc-
tion represents the estimated interest cost of borrowed funds used for co: struction purposes. The composite rate used to calculate
the allowance approximated 6.7% and 5.2% for 1995 and 1994, respectiveiy.

Nuclear Fuel - The cost of nuclear fuel, including capitalized interest and overhead, is being amortized to fuel expense on the basis
of the number of units of thermal energy produced in relation to the total thermal units expected to be produced over the life of the
fuel.

Nuclear fuel expense includes a provision for estimated spent nuclear fuel disposal cost which is being collected currently from
members and remitted to the U. S. Department of Energy (“DOE"), which is responsible for the disposal of the spent nuclear fuel.

The Energy Policy Act of 1992 established a fund to pay for the decontamination and decommissioning of three nuclear enrichment
facilities operated by DOE. A portion of the fund is to be collected from electric utilities that have purchased enrichment services
from DOE. Each utility is being assessed an annual fee for a period of 15 years beginning in 1994. The Cooperative recorded a
regulatory asset and a liability representing an estimate of its total required contribution to this fund, as determined by DOE,
related to the nuclear fuel used in the Clinton nuclear generating facility (See Notes 2 and 5). The regulatory asset is being
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amortized to nuclear fuel expense and collected in rates charged to members.

Marketable Securities - Decommissioning Trust - \n May 1993, the FASB issued Statement of Financial Accounting Standards No. 115
“Accounting for Certain Investments in Debt and Equity Securities” (“SFAS No. 1 15%). This statement requires that debt and equity
securities be classified into one of three categories: held-to-maturity, available-for-sale, or trading. The Cooperative adopted SFAS No.
115 effective January 1, 1994. In accordance with the provisions of this statement, prior years' financial statements have not been
restated. At January 1, 1994, the adoption of SFAS No. 115 resulted in a $35,501 net unrealized holding gain being recorded in
members’ equities.

All marketable debt and equity securities have been classified as available-for-sale based on the Cooperative's intent and ability to sell
the securities in response to changes in interest rates, investment risk and the availability of and yield on alternative investments. In
accordance with SFAS No. 115, these securities are carried at fair value, with the net unrealized holding gains and losses excluded
from earnings and reported as a net amount in a separate component of members’ equities, until realized. The average cost method
is used to compute realized gains or losses on the sale of securities.

Temporary Investments - Temporary investments consist of an interest bearing sweep account and are stated at cost which approxi-
mates market. The Cooperative considers all highly liquid investments with original maturities of three months or less to be cash
equivalents. The Ccoperative's banking arrangements require the maintenance of a $100,000 compensating balance.

Inventories - Inventories consist of fue! (including SO2 allowances) and materials and supplies and are stated at moving average
cost.

Member Prepayments - Member prepayments represent cash advances from members. The Cooperative uses these advances to pay
down line-of-credit borrowings. The Cooperative pays interest on member advances at a rate lower than that on the line-of-credit.
Such interest paym “nts on member advances totalled approximately $769,000 and $688,000 for the years ended December 31, 1995
and 1994, respectively.

Fower Supply Payments - Payments made under power supply agreements (see Note 8) are classified as purchased capacity, energy
costs and transmission expense in the consolidated statements of revenues and expenses.

Deferred Revenue - Deferred revenue consists of discounted advanced interest payments received on the Cooperative's National Rural
Utilities Cooperative Finance Corporation (“CFC") capital term certificates. Such paymient was made by CFC to the Cooperative pursu-
ant 1o the terms of the Superseding Debt Restructuring Agreement (see Notes 3 and 5). The amount of this deferred revenue will be
amortized over the period during which it would have been earned (1995 through 1999).

Presentation - Certain amounts reported for 1994 have been reclassified to conform to the 1995 presentation.
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ELECTRIC UTILITY PLANT IN SERVICE

The major classes of electric utility plant in service at

Nuclear plant and related facilities
Steam and other production pl
Transmission plant

Distribution plant

General plant
Total

T 1% inter

The Cooperative hasa 13.21% ir
which was completed and placed

arhiy ’ s
included with the a

Inue
investments
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4. MARKETABLE SECURITIES - DECOMMISSIONING TRUST

100¢ srcl y y \ IO T
1995 according management ¢

Marketable debt and equity securities have been classified as available-for-sale in

amortized cost and estimated fair values as of December 31, 1995 are as follows

UNREALIZEL ESTIMATED
AMORTIZED GROSS GROSS FAIR
COST GAINS LOSSES VALUE

U.S. Treasury debt securities 531,506
Corporate debt securities 50,787

Convertible equity securities 102,026

Equity securities 2,761,690

3,446,009

Total
Cash and non-debt/equity securities, at cost

TOTAL

The amortized cost and estimated fair values as of December 31, 1994 are as follows

AMORTIZED

COST

U.S. Treasury debt securities
Corporate debt securities
Debt securities issued by
foreign governments
Convertible debt securities
Convertible equity securities

Equity securities

Total




S. DEBT AND DEBT RESTRUCTURING

Long-term debt at December 31, 1995 and 1994, consists of the following

1995 1994

Superseding Restructured Debt

imputed interest at 4.2%, due in

quarterly installments through 2018 $ 893,095,258 $ 906,836,968
CFC - variable rate (6.2% at December 31, 1995

mortgage notes payable, due in various quarterly

installments through 2006 49,387,64 49,387,640
RUS - 2% and 5% notes payable, due in quarterly

instaliments through 2018 15,753,424 16,732,500
CFC - variable rate (6.2% at December 31, 1998

capital addition loan notes payable, due in quarterly

installments through 2022 14,947,853
U. §. Department of Energy - Decommissioning and

Decontamination Fund, due in equal 1

instalimen 2008 )71.8 88,8
Federal Financing | 74% note paya i

3 in quarterly instaliments through 2017 296,22

Total long-term debt 174,452,287 173,945,973

Less current instatl

‘ho -~ tive )
T'he Cooperativ

s ansial st i Jar Yy dc N 18 A rarintir wr Dehrnr nd Creditare far Ty bhe ¥
Financial Accounting Standards 15, Ac ting by Debtors and Cre ebt |
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modification of terms. Under a modification of terms, the carrying value of the debt at the time of restructuring is not changed unless
it exceeds the future cash payments, excluding amounts contingently payable, specified by the new terms. Future minimum cash
payments required under the terms of the Agreement totalled $1,586,205,000, excluding amounts contingently payable. Because of
the consingent nature of the Cooperative's obligation to make principal and interest payments on Note B, only the required principal
and interest payments on Note A were used at the date of the restructuring to impute the interest rate (4.2%) on the restructured debt.

In accordance with SFAS 15, unpaid intecest on Note B is added to the unpaid principal balance of Note B and not recorded in the
accompanying financial statements. The amounts due on Note A and Note B, including amounts contingently payable, according to
the terms of the debt restructuring plan discussed above, total $1,136,642,750 (Note A, $708,584,808, and Note B, $428,057.942,
including unpaid interest) at December 31, 1995.

As part of a previous debt restructuring, dated March 29, 1989, the Cooperative recorded $107,366,810 of prior period unpaid
interest on that restructured debt. The Cooperative included $53,294,999 of this amount in electric plant (relating to the period the
plant was under construction) and $54,071,811 as deferred interest. The deferred interest will be amortized and collected through
rates over the life of the related debt restructured by the Agreement.

Annual maturities of long-term debt for each of the five years subsequent to December 31, 1995, are as follows: 1996, $26,487,572.
1997, $30,237,294; 1998, $26,655,808; 1999, $26,194,968; 2000, $34,691,319.

The Cooperative had $15,000,000 of unadvanced funds available at December 31, 1995 from long-term loans approved by CFC for
capital additions and a $30,000,000 operating line of credit approved by CFC, of which $12,656,252 had been drawn down at
December 31, 1994. The interest rate on the CFC line of credit fluctuates monthly based on CFC's Intermediate-term Interest Rate
(6.5% at December 31, 1994).

All assets of the Cooperative are pledged to secure the long-term debt to RUS and CFC.

The Cooperative has not completed the management audit required by the “Management Consultant” provision of Section 5.01(q) of
the Agreement and has not received a written waiver of the requirement from RUS. The Cooperative has received written notice from
RUS that KUS will not take action under the enforcement provisions contained in Section 2.10 of the Agreement through February
28, 1996. Management expects to complete the management audit and believes no enforcement action will occur.

6. PENSION PLANS

The Cooperative participates in a multi-employer defined benefit pension plan and a 401(K) defined contribution plan which covers
substantially all employees. The Cooperative makes annual contributions to the plans equal to the amount accrued for pension
expense. Total pension expense for both plans amounted to $156,166 and $197,801 for the years ended December 31, 1995 and
1994, respectively.

7. INCOME TAX STATUS

The Cooperative is a nonprofit corporation organized under the Statutes of the State of Illinois and is exempt from Federal and state
income taxes under applicable tax regulations. Applied Energy Systems of Lilinois, Inc. is subject to corporate income taxes. Income
tax expense recorded by Applied Energy Systems of lilinois, Inc. for the years ended December 31, 1995 and 1994 totalled approxi-
mately $79,000 and $114,000, respectively.

8. COMMITMENTS

The Cooperative anticipates that the Clinton nuclear generating facility will furnish approximately 30% of its energy requirements.
The current and additional long-term energy requirements will be furnished through power supply agreements with Illinois Puwer
Company (“IP") and Central Illinois Public Service Company (“CIPS™) as discussed below.
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The Cooperative's
1998, $.9 million for

At Y
‘-thf

The Cooperative has contracted to purchase 435 MW ol ¢
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Multiple major losses, covered under the current property damage and business interruptions insurance coverage, involving Clinton
would result in retrospective premium assessments of up to approximately $13 million. IP would allocate this assessment between
IP and the Cooperative based on their respective ownership interest in Clinton.

The Cooperative is a defendant in various claims and lawsuits arising in the ordinary course of business. Based on discussions with
legal counsel, management believes that the final settiement of these actions will not have a material adverse effect on the Cooperative's
financial position or results of operations.

During 1990, the U.S. Congress passed the Clean Air Act of 1990 (the “Clean Air Act™) which, among other things, promulgated
certain emission standards within the electric utility industry. The Clean Air Act requires reductions in sulfur dioxide and nitiogen
oxide emissions from power plants and has two phases for compliance. Phase 1, which took effect January 1, 1995, is not expected
to have a significant impact on Cooperative operations related to Cooperative-owned plant. The impact of Phase 1!, which is effective
January 1, 2000, has not been determined by Cooperative management. The impact of the Clean Air Act on purchased power could
be significant. The Cooperative expects that any additional cost incurred will be recovered through rates charged to members.

10. DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The estimated fair value amounts have been determined by the Cooperative, using available market information and appropriate
valuation methodologies. However, considerable judgment is necessarily required in interpreting market data to develop the esti-
mates of fair value.

Accordingly, the estimates preseuted herein are not necessarily indicative of the amounts that the Cooperative could realize in a
current market exchange. The use of different market assumptions and/or estimation methodologies may have a material effect on
the estimated value amounts.

The following methods and assumptions were used to estimate the fair value of each class of financial instruments:

Assets

* Marketable securities - decommissioning trust - Trust investments are carried at fair value based on quoted market
prices for each specific investment instrument.

* [nvestments - The December 31, 1995 and 1994 investment balances comprise the following:

1995 1994
CFC capital term certificates (1):

Revenue certificates $ 2,252,049 $ 2,252,049
Loan certificates 3,845,605 2,795,605
6,097,654 5,047,654

Patronage capital certificates (1):
Refinancing patronage 1.046,531 1,006,200
Other patronage 2,583,928 2,472,820
3,630,459 3,479,020
Memberships and miscellaneous patronage (2) 4,272 4,272
Other associated organizations (3) 311,800 215,500
Total $ 10,044 185 $ 8,746,446
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