


lowly, but steadily ... rural Hllinois is coming out of the economic
slump of recent years. There are all kinds of hopeful signs.

Farm commaodity prices are still painfully low, yet the grain and livestock
prices are increasing. We've seen a growth in rural business . . . and rural
home sales and construction is on the upswing. Rural electric rates have
stabilized for thousands of families served by electric cooperatives.

Soyland Power Cooperative is working for its 14 member systems and the
105,000 consumers they serve to ensure that rural Illinois continues to grow.
Soyland is working hard to develop new electric loads — commercial, residen-
tial and industrial — for its member cooperatives. We're also working to bring
economic development to the rural areas we serve . . . adding new jobs for
hard-work.ng people, while bringing new revenue to rural communities.

Soyland is Pursuing Opportunity for the more than 105,000 consumer-
members of its 14 member-systems. We intend to make centain that rural 1l
linois gets its share of the economic recovery, new jobs and increased tax
revenues through our economic development efforts.

Through the newly-formed subsidiary Applied Energy Systems of IHhnois Inc
we will pursue new technology that mﬂwn«eﬁnwdehdmmgy
in the rural areas. Through the subsidiary, Soyland will help provide efficient
and economical systems for heating and cooling the homes and businesses
of consumer-members.

We will continue to work “ith our elected representatives in Springiield
m‘dw’h‘cshwon& . D.C. 10 be cenain that electric cooperative members get
a fair ;

And we'll strive to add to the spirit and tradition of cooperation that has
been the trademark of the rural electric program in Illinois for more than 50
years,
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Member-
Cooperatives

(I.n Elo((ru Co-operative, Inc.
‘ * James E. Campbell, \ager

(Ilnt(\n County Electric Cooperative, Im
Pest * Roberi W. Vander Pluym, M

(nlvs \10u|trw Elutm (unpcmtlw
. ) e C. E. Ferguson, Ma

(nrn Bclt Electric Cooperative inc.
J ‘ ¢ Jeffrey D. Reeves, Mana

E.Mvrn Iini Electric Cooperative
Pax * Wm. David Champion, Jr.,

Edgar Electric Co-operative Association
¢ Thomas ). Hentz, Man '

h\rmvrs Mutual Electric Company
o * Robert L. Delp, Manage

|“In()|\ Valley Electric Cooperative, Inc,
* Timothy L. Christensen, A

\1([)(mnug‘1 Power Cooperative
* William C. Lemons,

\1()nrm~ County Electric Co-Ope r.m\o Inc.
* Joseph J. Fellin,

\h(lh\ Hutru Cooperative
' * William E. LeCrone, M

s(»uth\wst(m Electric Cooperative, Inc.
. , * Robert H. Neece,

In(nunt\ Electric Cooperative, Inc.
\ ' ¢ James E. Hinman, M

Wayne-White Counties Electric Cooperative
* Bill Endicott, M
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Pursuing
Opportunity
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soyland/WIPCQO utilize the CIPS
and llinois Power Company
high voltage transmission
systems o serve naltive load
and to interconnect with
neighboring utility companies
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G Peat Marwick

Certified Public Accountants

Peat Marwick Mein & Co.
1000 Davenport Bank Building
220 Main Street
Davenport, |A 52801

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

We have examined the consolidated balance sheets of Soyland Power Cooperative,
Inc. and subsidiary as of December 31, 1987 and 1986 and the related consolidated
statements of revenues and expenses and deficit, and changes in financial position
for the years then ended. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, in-luded such tests of the account-

ing records and such other auditing procedures as we considered necessary in the
circumstances,

In our opinion, the aforementioned consolidated financial statements present fair-
ly the financial position of Soyland Power Cooperative, Inc. and sybsidiary at
Dacember 31, 1987 and 1986 and the results of their operations and the changes 1in
their financial position for the years then ended, in conformity with generally
accepted accounting principles applied on a consistent basis.

Reax Maree Nain €6

February 5, 1988

Member Eirm of
Kiyraei Paat Mar wick Goeroeler



Consolidated Balance Sheets

Pecember 31,

ASSETS (note 3)

Electric utility plant, at cost (note 2):
In service . . .. [
Less accumulated depreciation

Construction work in progress

Nuclear vuel dt cost less accumulated amomzanon

of $956,7 .
Plant site held for future use
Net electric utility plant . .

Investments:
Investment in associated organization, at cost
Notes receivable (note 2)
Other investments
Total investments

Current assets:

Cash and invested cash
Temporary investments, at cost,
which approximates market .

Accounts receivable, members . . .

Other receivables, primarily from related u)operame

Inventories
Prepayments and other
Deterred charges

Total current assets .
Deferred charges

CAPITALIZATION AND LIABILITIES

Capitalization:
Members’ deficit:
Membership fees
Deficit
Total members’ dencn

1987 and 1986

Long-term debt, excluding current msmllmenh (note 3».

Total capitalization
Current liabilities:
Current installments of long-term debt (note 3)
Accounts payable
Advances from members
Accrued interest
Accrued expenses
Total current liabilities

Deferred credits (notes 1 and 2
Equ 'y funding payments
Deterred revenue

Total deferred credits

Commitments and contingencies notes 2. 6 and 7)

See accompanying notes to consolidated financial statements

1987 1986
$490,067,612 $ 9.514,709
1,857,345 1,115,270
488,210,267 8,399,439
5,522 488,713,236

11,807,726

7260346 7 260 346
507,283,861 504,375 121
6,404,520 5,503,780
12,986,078 8,995,058
24,205 27,701
19,414,803 14,526,539
4,883,906 5,125,429
3,500,000 16,186,990
10,617,561 10,611,617
7,678,967 1,490,066

2,614,625 —
7,982 30,637
158,478 214,550
29,461,519 33,659,289
409,528 430,724

$556,569,711

$552,989,573

1,500

(48,076,215)

1,500
(49,855,209)

(48,074,715)

512,840,786

(49,853,709)
536,319,697

464,766,071 486,465,988
4,169,000 1,114,111
11,481,617 14,645,502
8,164,185 7,401,855
7,813,187 1,225,894
) 343,651 136,223
31,971,640 24,523,585
42,000,000 42,000,000
17,832,000
59,832,000 42,000,000

Sv)() w(z‘) 1 1

$552,989,573
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Consolidated Statements of Revenues
and Expenses and Deficit

Years ended December 31, 1987 and 1986

Operating revenues:
Electric energy sales . ... ... =)
Sales of ground source heat pumps, net
Distribution revenue . . . i ,
Rent of electric property
Other . . .

Total operating revenues .

Operating expenses:

Operation
Purchased capacity (note 6)
Energy costs (note 6
Transmission
Distribution

Cost of ground source heat pumps sold

Maintenance

Administrative and genera

Depreciation

Refinancing expense (note 3

Property and other taxes

Other operating expenses
otal operating expenses
N of seratine maraoim
" wera g argi

Other revenue, principally interest income

Net margin betore interest charges

Interest charges:
interest on long-term debt
Other

Allowance for borrowed tunds used during construction

Net interest charges
Net margin
Deficit at beginning of year

Deficit at end of year

See accompanying notes to consolidated financ
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1al statements

1987 1986
$95,891,781 $91,337,001
723,767 ot

101,415 281,843
24,881 17,115
8,657 13,065

96,750,501 91,649,024

30,298,815
30,934,946
1,306,377
10,919
562,658
336,004
2,448, 16(
1.264 968
015,484
146.00
24,284

) 348 .61

-

)

26.401.890
498,727

26.900.617

44,424,368
594,192

(19,896,937)

25,121 6>

~ $(48,076,215)

47,445,967
32,361,713
1,199,955
66,250

20,752
2,560,900
291,787

94 T T
141,572

84,183,67

7.465,35)
178,837
7,644 188

51,220,556
656,121
(45,954,336

6,022,335

1,621,853
_(51,477,062)

$(49.855,209)




Consolidated Statements of Changes
in Financial Position

Years ended December 31, 1987 and 1986

Sources of working capital: 1987 1986

Net margin . . Wy P e $ 1,778,994 $ 1621853
Items that did not use (pronde) workmg capnal
Depreciation . heh ahm et LT 1,264,968 296,489
Amortization of nuclear fuel 956,735 -
Other amortization . . . .. 3,496 -
Patronage capital allocations not received in cash . (934,373) (441,037)
Amortization of deferred credits - S = 625192
Working capiial provided by operations v s T 3,069,820 852,113
Proceeds from long-term borrowings ... ................ ..... 281,795,433 49,386,000

Equity funding contributions from members .

17,832,000

15,982,34)

Increase in deferred revenues .

Settlement and other transfers of prnor year construction costs 10,874,923 -
Current portion and repayment of notes receivable 3,900,600 -
Receipt of prior years' patronage capital allncations 33,633 24,512
Decrease in notes receivable : 43)

Decrease in working capital

Uses of working capital:

11,645,825

$329, 11’234

$66,245,397

Additions to electric utility plant, net . 20,078,614 45,427,929
Transfer of transpnission and substation facilities to
Iinois valley Electric Cooperative consisting of:
Property and equipment, net of accumulated
depreciation_of $515,433 . (4,071,148) -

Deferred charges (117,116)

Long-term debt . 4,198 215 —
Purchase of Grantor Trust certificates 14,986,250 -
Increase in notes receivable 7.891,620 -
Increase in deferred charges . 95,920 430,724
Current installments and repayment of long-term debt 286,089 879 1,279,553
Increase in working capital . 19,107,191

Changes in components of working capital:

Increase (decrease) in current assets:

$329,152,234

$66,245,397

Cash and invested cash (241 523) (2,275,358)
Temporary investments (12,686,990) 16,186,990
Accounts and other recenahles 6,194,845 (4,146,026)

Inventories . 2,614,625 -
Prepayments and other (22,655) 3,770
Deferred charges (56,072) 214,550
__14,197,770) 9,983,926

Increase (decrease) in current liabilities:

Current installments of long-term debt . . 3,054,889 587,597
Accounts payable . (3,163,885) 639,090
Advances from members 762,330 2,940,429
Notes payable, other — (1,590,000)
Accrued interest | . 6,587,293 (11,727,080)
Accrued expenses 207,428 26,699
7,448,055 (9,123,265)
Increase (decrease) in working capital $(11,645 825) $19,107,191

See accompanying notes to consolidated financial statements
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Notes to Consolidated Financial Statements

December 31, 1987 and 1986

(1) Organization and Summary of Significant Accounting Policies

22

(a)

(h)

)

d

(e}

(f

R

(h)

{h

0

Organization

The consolidated financial statements reflect the accounts of Soyland Power Cooperative, Inc (the Cooperative) and its wholly owned
subsidiary. 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 consolidation

Basis of Accounting

The accounting records of the Cooperative are maintained in accordanc: with the Uniform System of Accounts prescribed by the Rural
Electrification Administration. The Cooperative is a generation and transmission cooperative providing wholesale electric service to
its fourteen members

The Cooperative s rales are established by the Board of Directors and are subject to approval by the Rural Electrification Administration.
The Cooperative is not subject as to rates, accounting and other matters relating to the regulatory authority of the inois Commerce
Commission

The Cooperative has entered into wholesale power agreements with each of its members which require the members 1o buy and receive
from the Cooperative all their power and energy requirements and require the Cooperative to sell and deliver power and energy in
satistaction of such requirements. The wholesale power agreements with the members extend to the year 2015

Electric Utility Plant

Depreciation of equipment is provided over the estimated useful lives of the respective assets on the straight-line basis at rates ranging
tfrom 2.5% to 20%

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 harged to the propegty 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 Barrowed Funds Used During Construction

3
The allowance for borrowed funds used during the penod of construction represents the estimated interest cost of borrowed funds
used for construction purposes. The composite rate used to calculate the allowance approximated 8. 4% tor 1987 and ) 9% for 1986

The Cooperalive capitalized interest on borrowed funds relating to its investment in the Clinton nuclear generating facility through

june 30, 1987. Beginning July 1, 1987, interest on borrowed funds relating 1o the Clinton facility are being expensed and collected
from members through rates

Nuclear Fuei

The cost of nuclear fuel, including ¢ apitalized interest and overheads, is being amortized to fuel expense on the basis of the number
Ot units of thermal energy produced in relationship to the total thermal units expected to be produced over the life of the fuel. Nuclear
luel expense includes a provision for estimated spent nuclear fuer disposal cost which is being collected currently from members

Inventories

Inventories are stated at MOVING average cosd

Pension Plan
The Cooperative makes annual contributions 16 the plan equal to the amount accrued for pension expense
Power Supply Payments

Payments made under power supply agreements (see note 6) are classitied as purchased ¢ apacity, energy costs and transmission ex-
pense in the slatement of revenues and expenses

Deferred Items

Deterred credits consist of equity funding payments and other deferred revenues. The equity funding payments were collected from
men.oets and were used to reduce borrowings related 1o the Clinton generating facility. These payments will be amortized to revenue
over a period not exceeding ten years. The deferred revenues represent payments collected from members during 1987 for es*imated
operating expenses of the Clinton generating facility that were not incurred due to Clintan not being placed into commercial operation
unti! December 1987. These payments will be amortized to revenue over a period not 10 exceed three years beginning in 1988. Defer-
red charges consist principally of recoverable energy costs which will be recovered through rates in future years

Reclassification

Certain accounts for 1986 have been reclassifiod to conform with the presentation for 1987



(2) Electric Utility Plant in Servig

The major classes of electeic utility plant in service at December 31,

Nuclear Plant and related facilities

Transmission Plant
Distribution Plamt

General Plant

Electric utility plant in service

1987 and 1986, are as tollows:

1987 1986
$487 306,444 $ 2302697
610,713 5112613
- 77,292
2,150,455 2,022,107
$490,067,612 $ 9,514,709

+he Cooperative had a 10.5% interest (adjusted to 7.02% in 1987 as described below) in the 950 megawatt Clinton nuclear generating facility
located in Clintou, Ilhinois. Construction and testing of this unit was completed during 1987 and the Cooperative placed the unit in service
in December 1987 at an aggregate cost of $5010,070,905 (including nuclear fuel, capitalized interest. plant site and substation) or 90% of
total assets at December 31, 1987, The aggre gate cost of the unit r'aced in service is subject to adjustment based upon a determination
of the final ownership percentage discussed below.

In October 1984 the Cooperative entered into an agreement with lllinois Power Company (80% owner and project manager of the Clinton
facility) which limits the Cooperative s investment in Clinton lexcluding nuclear fuel. capitalized mterest. plant site and substation) to $236,250.000
of the direct costs of placing the plant in commercial operation. This limit was reached in February 1985, With the completion of the Climton
facility, the Cooperative’'s 10.5% ownership interest was adjusted in 1987 based upon |llinois Power's estimate of the total direct cost of
the Clinton facility. This percentage is subject to further adjustment based upon a determination of the final direct costs of the facility

In connectian with the completion of the Clinton facility during 1987, the Cooperative and Iilinois Power negotiated a preliminary settiement
on nuclear fuel inventory and other costs not subject 10 the cost imits described above. The settlement 1 to reimburse or charge the Cooperative
for its proportionate share of these costs based upon the estimated lower owr.ership percentage. The settlement will result in an estimated
reimbursement of $10,197.619 of nuclear fuel and other costs and an estimated charge of $2,306.000 relating to inventories. The estimated
net reimbursement amount of $7.891 619 will be paid to the Cooperative by lllinols Power over five years beginning in 1988 plus interest
on the unpaid balance

During 1987, the ooperative collected $17,832.000 in revenues from members for estimated operating expenses of the Clinton facility. As
a result of Chinton not being placed into commercial operation until December 1987, these estimated operating expenses were not incurred
Accordingly, the $17.832.000 in revenues collected from members has bee 1 reflected as a deferred credit in the consolidated balance sheet

at December 31

Although the estim

1987

cost of Chinton to the Cooperative is significantly higher than ariginal estimates, the Cooperative estimates that s

rates (after considering the interest reduction related to the debt refinancing discussed in note 3) will be sufficient to fully recover its invest.
ment in Clinton over the life of the facility. Manajement is currently deveioping a rate modification plan to be implemented in 1988 which
1; designed to obtain full recovery of all Clinton costs. The plan will be developed to comply with Statement of Financial Accounting Stan-
dards No. 92 and whl include the deferral of certain costs for future tecovery and the amortization of equity funding payments. The plan
will be designed to provide the Cooperative a level of cash rates that will be adequate to meet the Cooperative’s operating needs. The Cooperative
estimates that its rates under such a plan will increase by approximately 4% during the first full year of commercial operation of the Clinton
facility in 1988 with yearly increases thereafter averaging 2.5% through 1997

(3) Long-Term Debt
Long-term debt at December 31, 1987 and 1986, consists of the following:

Federal Financing Bank (FFB)—7.337%-10.0% mnngage
by the Rural Electrification Adirimstration (REA), due in quarterly instaliments

through 2018 . .

nutes pavable, guaranteed

Rural Electric Cooperative Grantor Trust Certificates—7.3% to 9.7% notes payable,
guaranteed by the Rural Electrification Administration (REA). maturing from 1992 through

2007 .

National Rural Utilibes Cooperative Finance Corporation (CFC)

variable rate

(currently 7.85%) mongage notes payable due in quanerly instaliments begmmng in
1988 through 1998 ,

Rural Electrification Administration (REA)—5.00% mortgage notes payable, due in quarter-

ly instaliments approximating $48.000, including interest, through 2018: transferred to

illinois Valley Electric Cooperative in 1987

Natwonal Rural Utilties Cooperative Finance Carpotation (CFC) -

10.00% notes payable

due in quarterly instaliments approximating $34,000, including interest, lhrough 2015;

transferred to llinois Valley Electric Cooperative in 1987

Notes payable—7.375% due in various instaliments through 1992

Total long-teem debt |

Less.

Current instaliments

Reacquired Grantor Trust Certificates, net of discount

Long-term debt, excluding current instaliments and reacquired debt

1987

$192,138,376
281,000,000

58,707 660

150,000

$531,996,036

4.169.000
14986, 250

$512 840,786

$474,323.789

58,707 660

2,957,310

1,265,049
180,000

$537.433,808

1,114,111
$5%.319,697
23




(3) Long-Term Debt (continued)

4

(5)

(6)

On March 19, 1987, the Cooperat've, with REA approval. refinanced approximately $282,000,000 of outstanding FFB debt. The refinancing
was completed by issuing notes to the private sector through the Rural Electric Grantor Trusts. The Cooperative used the proceeds from
the issuance of these notes to repay existing FFB debt without prepayment penalty. The costs associated with the refinancing were expensed
and recovered from members through rates in 1987,

Annual maturities of long-term Jdebt for the five years ending December 31, 1992 are as follows: 1988, $4.169,000, 1989, $7,218,000; 1990,
$8.180,000; 1991, $9,379,000 and 1992, $10.287,000.

At December 31, 1987, the Cooperative had $7 416,000 of unadvanced funds available from long-term loans approved by FFB and $24,000,000
of unadvanced funds available from shont-term loans approved by CFC.

All assets of the Cooperative are pledged to secure the long-term debt to FFB and CFC,

Pension Plan

The Cooperative participates in a multi-employer defined contribution pension plan which covers substantially all employees. Pension ex-
pense amounted to $78,130 in 1987 and $80.635 in 1986,

Iincome Tax Status

The Cooperative 1s a nonprofit corporation under the laws of lllinois and is exempt from Federal and state income taxes under applicable tax laws.

Commitments

In October 1984 the Cooperative entered into agreement with Western Illinois Power Cooperative, Inc. (WIPCO) to pool operations effec-
tive January 1. 1985, and to merge into one cooperative at an unspecified future date. Under the pool agreement, the Cooperative and
WIPCO combine their power supply facilities and related costs in order to provide power to their members at the lowest possible rate.
WIPCO is a generation and transmission cooperative that provides wholesale alectric service to its seven members. WIPCO also had a 9.5%
interest in the Clinton nuclear generating facility, WIPCO's investment in the n generating station has also been limited and their ownership
percentage has been adjusted 10 6.36% in 1987 in a manner consistent wi, dt used to adjust the Cooperative’s ownership percentage.
As of December 31, 1987, summarized unaudited financial information ~ WiPCO is as follows:

Total assets e _ Za A R A ... $482622836

P
Total capitalization (including long-term debt of $431,430,936) .. . .. L UNT ’v M32.,\)78,362
Total liabilities and deferred credits . ! o ! . T $50,543 974

Al
In 1687 the Cooperative received $1.250,000 from WIPCO as an adjustment of fixed costs. This amount has been netted against purchased
capacity costs in the consolidated statements of revenues and expenses.

WIPCO has been unable to satisty the debt service requirements during 1986 and 1987 on certain debt owed to FFB (which is guaranteed
by REAI Management of the Cooperative has indicated that a proposed restructuring agreement between REA and WIPCO is currently being
negotiated whereby WIPCO's debt would be restructured to allow for attainable debt service. However, if an acceptable debt restructuring
plan can not be obtained. WIPCO would be unable to meet its continuing obligations which could impact the terms of the pooling and
merger agreement referred to above

The Cooperative anticipates that the Clinton generating station will furnish approximately 30% of the Soyland/WIPCO energy requirements.
The current and additional long-term Soyland WIPCO energy requirements will be furnished through power supply agreements with lllinois
Power Company (IP) and Central lllinois Public Service Company (CIPS) as discussed below.

The Cooperative and WIPCO have contracted to purchase capacity from IP's fossil-fueled generating plants through 2604 as follows:

1988-1992 —  400MW
1993-1994 —  300MW
1995-.2004 - 150MW
The Cooperative and WIPCO have also contracted to purchase capacity from CIPS's coal-fueled units through 1999 as follows:
1983 —  146MW
1989 - 157MW
1990-1994 -~ 213MW
1995:1999 -~  10IMW

The contract payments to IP and CIPS are determined on an “'as if owned'’ basis and include capacity charges iconsisting of production,
operation and maintenance costs) and energy charges. Total contract payments made to IP and CIPS a-nounted to approximately $40.700,000
and $17.800.000, for 1987, and $40 300,000 and $35,100,000 for 1986 respectively.

(7) Contingencies
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Under the Price-Anderson Act. all nuclear power station operators are subject to public liability for a nuciear incident which is currently
limited to $695 million per incident. Coverage of the first $160 million is provided by private insurance with the balance provided by retrospective
premium assessments against each licensed nuclear unit in the United States, As a joint owner of the Clinton nuclear facility, the Cooperative
is a party to the insurance policies which are maintained by lllinois Power Company (80% owner and operator of Clinton) and is charged
for its proportionate share of such insurance costs, In the event of an incident at any nuclear plant in the United States in excess of $160
million, the Cooperative could be assessed a maximum of $525.000 per incident, with a maximum assessment of $1,050,000 per year,

The Cooperative is a defendant in various claims and lawsuits. In the opinion of management, these actions are not expected 10 have a
material adverse effect on results of operations or financial position.
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1987 Operating Statistics

STATEMENT OF OPERATIONS Clinton Coles-
In $1,000) County Moultrie

Operating Revenue T $3809 o0 BBATS T TSN

Total Cost — Electric Service

Total Patronage Capital or Margins

ASSETS & OTHER DEBITS

Net Utility Plant . .. 5 T A $10,235

Total Assets .. ..

LIABILITIES & OTHER CREDITS

Total Liabilities .

OTHER STATISTICS




Service
Area

ELecTmic

CoOOPERATIVE

ns ELecrac
COOPERATIVE

v swerel

Soyland Headquarters
Decatur, Hlinois




Shelby

$ 12,343

S

South- Tri-
western County

S

$ 18,320

$ 22,013

$ 24,773

Wayne-
White

$ 20,147

S

$ 18,249

$ 23,131

$23,131

Total

$153,952

S

$152,525

254,157

$254,147

Average

$ 10,997

$ 18,153




Eastern linois
Hlini Edgar Farmers Valley McDonough Monroe

$17,478 $ 5698 $ 1,594 _$ 6,821 $ 5,966

S i ' S

$17.314

_$26,157 $27,678 82 _$26,851

$34,820

_$34,820 .98 64 $31,441




Executi\/e E.H. Williams, £xe
Staff William V. Cheesman, Mar

Douglas A. Dougherty, Directo
James Greenwood, Manager
Kenneth W. Kammeier, Manager

Petricia S. Reynolds, Direct










. » », g "~ . - - 3
WAL Y M, WA NI AN A IR




