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Financial HIGHLIGHTS

ur strategic plan has begun paying dividends — the dividends
of improved customer service, improved teamwork, and a
common stock payout.  We believe that by focusing our
strategic plans clearly on customer service, a strong employee team
and financial results, we can recover our financial health and increase
common stock dividends at a r2te greater than the industry average.

SR TR (Milbions except pwr share amounts ) X ncrease
A i e ST 199 o MR
Financial Highlights Opcrating revenues

Electric (ncluding interchange).. .. $ 1187 $ 1,158 25
WS A INE e R R $ M (ot}
Operating expenses and taxes....... .8 1183 $ 1218 26
Operating income S w292 $ 284 150
NELINCOmE (OS8). ..o 8 109 $ (™" -
Total assers . ... PRI L VR e $ 8272 § 5545 (1.4
Common Stock Data © Average number of common shares
outstanding (thousands) . oo 8644 T5.614 -
Earnings (loss) per common share .. § 104 $(15% -
Return on average common equity ... 5.5% 7 8% -
Book value per common share .o $ 1928 $ 1870 29
Commaon stock prices and dividends
BN il LA - OGRS BIRAT $§ 24\ $ 19% 245
LOW i i nseins kit s et RO [ § 18 $ 12 206
D .k g bt s re s s B 0 o R L $ 164 M0
Dividends declared. . $ 40 $ - -
Volume Sales Electric sales in kilowatt-hours
(including interchange) RAOHIRG) 53 19,432 18,657 4.2
Gias sules in therms
(sold and transported) PR 823 H24 0.n
Capitalization Common Stock eQuitY ......c..inniidim - MR 5% -
Prefetret] SOCK ... i, iiiiinieiinrinmsimeaiasinses 10% 1% -
Longterm debt WE A3 AT LTS 54% S4% -
WO st vt FAUE T U O Sl WAL 100% TS -
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Financial HIGHLIGHTS

'
" ur strategic plan has begun paying dividends — the dividends
of improved customer service, improved teamwork, and a
common stock payout.  We believe that by focusing our
strategic plans clearly on customer service, a strong employee team
and financial results, we can recover our financial health and increase
common stock dividends at a rate greater than the industry average.
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Chief Executive Officer
Larry D. Haab outside
the Clinton Power
Station

IP Stock Price vs. Standard & Poor's 500 index
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STOCKHOLDERS

Two years apgo, we began this report

cdging that, hinancially, TOM9 was the worst vear in

OUr company s history, During 1990 we saw som

improvement. In 1991 1 am extremely pleased o

repor that wo made SIRPBCAnt Progress fitvan

Cuddhy, and i many other wiays toward regaining

the ground we Jost two years ago

Our principal schievement in 1991 was following

through on our commitment to resume a commaon

stock dividend. In October, the Board of Directors

voted to pay a 20 cents por share quarterly commaon

stock dividend. Our goal now is 10 grow the divi

dend at a rate better than the inddustry average. At

the same tme, we have in place a strategy aimed at

acoelerating our positive carnings momentum

Financial Results Improve in 1991
Olll e

ended tw

risings of 878 million, or $1.04 per shire

O CONSCCUNIVe vears of losses. In 1991, we
did not have 1o write off plant costs as we did the
PrEVIOns two vears, A second major contributor to
our return to profitability wias our focus Gn control
ling operating and maintenance expenses. In 1991
these costs were approximately $25 million below
1900 fevels, largely due to the refucling outage and
additional efficiencies at the Clinton Power Station
For the '

CCUssIomnm

vear, we had nominal sales growth

which became more severe (n our ser

VIice territory as the vear yrogressed, trigeered a
] L)

L4 percent drop in industrial electric sales

However, this decling

was more than offset by
strong residential demand prompted by warmer

than normal summet

temperatures. Also, inter
change revenues were S86 million. 16 percent
above the total for 1990

0 crall gas sold and transported in 1991 remained

even with 1990 levels Slumping industrial gas 224y

Crices

due to bypass and the recession otfser a



§ percent boost in residential sales

Our aggressive financing activities continue to lower
our interest expense and preferred dividends Last
vear we were able o reduce longterm nterest
expense by S 15 million and preferred dividends by
almost $6 million

Rate Order Closes Major Clinton Issue

In February 1992 the Hlinois Commerce
Commission approved an annual increase in elec
tric revenues of $100 million, or 9.2 percent. In a
positive step. the 1CC concluded that Clinton
Power Station's generating capacity is 100 percent
“used and usetul”

However, the Commission's order does not settle
whether deferred Clinton post-Construction Costs
should be included in rates. The Commission
delaved the decision on these deterred costs until a
rehearing process We anticipate a decision from
the 1CC on this matter within six months

Quality Service and 3 Winning Team Build Value

Even though our financial successes were impressive
= as Wall Street indisputably affirmed — it is our
successes in improving all aspects of customer ser
vice and our own total team effort that helped us
turn the corner in 1991 These are the areas that will
lead to increased stockholder value in the coming
vea s, and these are the areas 1'd like to highlight
During the past two years, we have been working
very hard to enhance our customer-focused culture
at 1P We centralized our customer service operi-
tions an’! made our representatives available to cus
tomers 29 hours a day. 365 days a vear via a tollfrec
number. We also established a Customer Assistance
Advisory network to give individualized help to res
idential customers with special needs. The resulis
of these inttatives are better response times, better
CUSIOMET service.

We have strengthened our efforts to foster a “win-
ning team” attitude among our 4,500 employees. It
is 4 deliberate change in our corporate culture. A
winning team isn t complex: To make it work, we
must create an environment in which employees at
all levels are treated with respect, encouraged 1o
contribute individually to the achievement of com-

pany goals, and tairly recognized and compensated
for their work

In 1991, we became one of the few utilities o
include all s employees as participants in an incen
tive compensation plan. Although we didn 't mect all
of our goals, the results were impressive - we
made significant improvements in nearly every
aspect of our business

Investing in Clean Air

Minois Power s compliance program for the first
phase of the federal Clean Air Act is underway. In
December. we began site preparation for the con
struction of Clean air systems at two of our Baldwin
units. We estimate the compliance cost of this ini
tial phase at approximately $250 million 1o $350
million, which we expect to fund internally,

Committed to Service, Winning Team, and
Stockholder Value

Our goals for 1992 and bevond remain unchanged. We
want to enhance our financial strength, to build carmn-
ings that will support regular dividend increases, and
to generate excellent total return for our investors, |
believe we made a great start on these in 1991

What has changed over the past few years — what
drove our turnaround in 1991 — is our approach to
achieving these strategic goals. Today, inois Power
s truly a new and revitalized company. We onter
1992 more committed than ever to meeting our
goals through continuing improvements (0 our cus
LOmMer service, our cost management, and our win-
ning team programs. 1 am convinced that our con-
tinued successes in these arcas will generate excel
lent stockholder value in the future.

Sincerely,

Larry D. Haab
Chairman, President and Chief Executive Officer
February 21, 1992
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IHinois Pow
Reinstates
Stock Dividend

[llinois Power |

~" Bounces Back |
| *We've Done A Good Job’

Newspapers from

The Wall Street Journal to
The Chicago Tribune
followed Hlinois Power's
turnaround

Following an as ling trom the Hlinots Commerce

COMMISsSIo | pring of 1989 IP's Board oi

Directors s wnded common stock dividend. The

price of Hinois Power common stock had already collapsed

Power managemeoent ij|\§‘._(" 1Wen Lo take the

AREIOSSIVE MEAsures necoessary 1o steadily rebuild stock
value

S AgEressive measures began to pa
price of [Hinois Power shares climbed almost
maoare than double the average tor electric

and the Board of Directors restored a 20 cents

per share quarterly common stock dividend

Financial Succes:
major theme underlyving Hlinois Power's financial
iaround in 1991 was not revenue growth, but
reduced expenses and the absence of plant cost write
otts. Operating income tor the year climbed 10 $291 8
million, nearly 15 percent better than 1990's. The solid
performance sted retained earnings at vear's end to
$STS.8 mullion om just over 81 milhon at the beginning
of the year
The « ompany s plan s to generate substantial earnings
growth that will s+ pport growing the dividend at a rate
higher than the indusiry average
For the vear, eleciric sales (exe uding interchange
inched ahead 0.8 percent, largely on the strength of higher
residential use due 1o warmer than normal summer weather
Overall sales growth was siowed by a revised contract
with municipal customers. While industrial sales were
oft 1.4 percent due to the recession. commercial sales
advanced 4.4 percent and residential cales were up
more than 9 percent over last year's
The negative impact of the economy on our industrial
iment — especially among our rubber, automotive
hinery Custor . was diminished by
I LN Processor ) fact, because

wversihied, the
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Equivalent availability
(a standard performance
measure) climbed more
than 6T percent at
Clinton in 1991
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After a slight dip in
1990, fossil system
equivalent availability
recovered to its
normal fevel in 1991

Fossil System
Availabiinty

of the mdustry average in the previous year, € linton's
Notices of Violation also an NRC report on salety of
OPCTALING 1SSUCS fell from 28 in 1989 and 15 in 1990
to cight in 1991, The number of notces s well below
the industry average a year ago
Wi Side Management/Co-Generation Strategy Sel

inois Power's decision to accommodate incremental
demand other than through building major new powet
plants s one that reflects the Company's determination
to build stockholder value through improved customer
SUTVYICL
IP's demand/supply strategy in the 1990s has two com
ponents, The first is demand side management, or DSM

working with customers to promote more efficient
cnergy use. Through DSM, [P expects to “manage down
(s customers’ araual clectric demand. In 1992, 1P will
begin to develop several pilot programs that will . cour
age commercial and industrial customers to purch. s
high etficiency lighting and motors. These programs wil
help evaluate DSM's potential profitability and risk
These pilot programs are just one part of IP's evaluation
of DSM options. The Company is studying hundreds of
potential etficiency options, many of them similar to
those implemented by utilities in California and the
Northeastern states
The second part of 1P's demand supply strategy calls for
developing co-generation partnerships with large indus
tral companies. Typically, co-generation is the simultane
ous production of ciectricity and steam that can be used

in mndustrial ProCesses

Hlinois Power has considerable expertise in operating

power gencration systems, and tnat expertise can help
expanding industrial companics make co-generation a
viahle alternative. By adopting a resource sirategy for the
1990s that includes demand side management and co
generation, linois Power is planning to meet increasing
energy demand without adding major new generating

Ccapacity

wedule for meeting Nhase T compli
1990 Cleqd Air Act. In
D¢ dll Sil ) WMration 101

OMpUance 18

i estimaated




inois Power is
bringing a state-of
the-art compressed
natural gas filling
station to the metro
St. Louis area




Commaiatment to SERV I«

#

Customer Service
Representative

Joseph McCaskill takes
one of the more than one
mithion calls handled by
the 24-Hour Customer
Center in 1991

Our service mission statement is straightforward '

customer must come first. We are committed to [)":\h'
ing relable, 24-hour, personalized service with caring
cmplovees dedicated 1o mecting or excecding our cus

LOMCrs expoectanons

in 1991, the challenge of mectng or exceeding cus
tomer expectations was made especially difficult by the
recesston. With this in mind, llinois Power redoubled
its cttorts to provide excellent service

The Company's 24-Hour Customer Center boosted its

statf to handle the increased volume of incoming cus
tomer calls more than 1.3 million in 1991, IP also
implemented new training programs to ensure that

Customer Center representatives provide callers with

uniform and etficient service

he Company will further improve service
response by bringing its Trouble Outage Svstem on-line
This program vses a computer to analvze incoming
calls, allowing IP to pinpoint affected areas and to allo
cate crews and other resources where they will pro

duce optimal results

In 1991, IP's o USTOMCT ASSISTANCE AdVisOr program

expanded the services it provides. This program is
designed to give personal attention to residential cus

tomers whoe have special needs or are facing a crisis

s

yvear, the stafl worked individually with more than

1,300 [linois Power customers

innovative Economic Develepment Helps Build the Markel

4

Hinois Power's economic development team increased
"

s ettorts overseas in 1991 as the pace of new domestic

business opportunities slowed due 1o the recession

Economic Development is focusing on Europe and the

Pacific Rim. where it has had representitives working
tor the past three vears. The Company develops rela

¢S Whose business
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Addressing Community Needs

is Power's presence

siles tor

Through Involvement

the communities it
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Last year, lilinois Power
customers and employees
helped more than 1,200
needy families through
contrioutions to the

Warm Neighbors program

have shown significant it pr

Hlinois Power firmly
cation, it will be able
K

LTS COommuninces

utions and pledges totalling
d S100.000 in mate

of IP's residet

believes that by

pay heating

ISU Veuar alont
and

IOWANCONMK

wer the Prast 10 vears

and emplovees made con

more than $355.000 to this

hing funds

|

i Customaers

Company conducts several

IP's eaucational and

scholarship programs
are designed to encour
age academic excellence
and help reduce dropo.,
rates i the communitics
it serves. The Company

takes a further interest

in guality education by
sponsoring CHOICES, a
two-day presentation for
middle and high school
students demonstrating

how education increases

e s opuons

Hlinois Power ¢ mplovees

Decatur middle schools
their study hall periods and
wement in their \’,'@l\i('\
taking a strong role
y look torward not only to

y improved leades

Line Foreman Gordon
Hicklin (left) and
Journeyman Lineman
Alan Pleitfer rebuild a
circuit in Decatur




Dispatcher Claude
Bedwell monitors

electric distribution for
IP's service territory-

an area the size of
Massachusetts
Connecticut. and

Rhode Island combined
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Executive Vice President
Charles Wells (right)
receives the Pollution
Prevention Award from
inois Governor Jim
Edgar




Commitment to

Responding to storm
damzge is an important
tes! of the spirit of
leamwork

I EAMWORK

Winning Team

The final component of IP's strategic plan to increase
stockholder value is teamwork. [Hinois Power believes
that it cannot provide guality service without the fuil
participation of the "winning team

Winning team at linois Power is the spirit of emplovees
who understand the Company’'s goals and work with
their fellow emplovees to achieve them. [P developed
five measures to track the success of its winning team
cttorts: Job Satisfaction; Employee Communication
Quality, Productivity, and Customer Service, Employee
Development and Recognition, and Teamuwork
Fhroughout 1991, IP surveyved employees and found
that the results mirrored the Company's financial suc
cess. Employees are increasingly enthusiastic about all
aspects of building a winning team

lilinois Power is in the fifth year of its successful Quality
and Productivity initiative. This program emphasizes
team building and customer service, and it has played a
significant role in improving the way I[P serves its cus

tomers, both internal and external

tmployee Teams Help Improve Profitability

In September, Hlinois Power launched a wide runging
10-week program in which neaily 500 teams of employ
ees volunteered to participate. The teams proposed
more than 5,000 ways to improve customer service and

profitability throughout the Company

The program was a tremendous success. It produced

hundreds of work-process improvement suggestions
and IP is projecting annual benefits of more than $15
million in 1993 and bevond from ‘deas generated by the
employec teams

Thie program contributed to [P's winning team goals by

bringing together cimplo,ees from various

areas of the
Company and improving communication betweern dif

terent departments and divisions
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Principal OFFICERS

Larey 1. Haab 54
Chairman.
President and Chicl
Executive Officer
Employed 1965

Charles W. Wells, 57
Executive Vice President
Responsible for fossil gener
ation, corporate and techni
cal services and gas
Employed 1956,

Larry F. Altenbaumer, 43
Vice President, Chief
Financial Officer and
Controlier

Responsible for accounting,
auditing, budg. tHng, finan-
Cial matters, tax matters and
corporate development
Emploved 1970

Laery S Brodsky, 43

Vice President

Responsible for engineering,
electnic system operations
and natural gas

Employed 1975

Wilired Connell, 54

Vice President

Responsible for fossil power
generation and clean ar
compliance

Employed 1983

Larey L. Ldleman, 53

Vice President
Responsible for corporate
SCIVICes

Employed 1969

Paul L. Lang, 51

Vice Presigent

Responsible for customer
service, operating divisions,
marketing and economic

development.
Employed 1986,

1. Steplien Pecry, 53
Viee President
Responsible for nuclear
power generation
Emploved 1984

Robert A, Schule, S1

Treasurer

Responsible for financial

matters and risk managment.

Employed 1986 ‘

Rodoey A, Smith, 44
Vice President
Responsibie for pubtic
affairs and government
relations.

Employed 1988

Leab Manning Stetener, 43
Generdl Counsel and
Cotporate Secretary
Responsible for corporate
secretary activities and legal
maters

Emploved 1989

Porter |. Womeldorft, 58
Vice President
Responsible for
environmental affairs,
system planning and
planning activitics.
Employed 1954

Stockbolder INFORMATION

Annual Meeting

The annual meeting of stock-
hodders will be held at 10 am
on Thursday, Apeil 9. 1992, a
the Company s headquarters,
500 South 27th Street. Decatur,
[Hinows 62525

Stock Exchange Listings

lllineis Power’'s common and
preterred siocks are listed on
the New York Stock Exchange
andd the Midwest Stack
Exchange. The official New
York Stock Exchange symbaol is
“IPCT but the Company s
stocks are also listed in some
newspapers under “1Pwr *

Tax Information
Iinois Power estimates that
100 percent of the dividends

paid to stockholders in 1991
are fully taxable as dividend
incomg for Federal Income
Tax purposes.
The Company mailed all regis-
tered common and preferred
stockholders a Foem 1099 in
January 1992 showing divdends
paid during the year,
Participants in the Automatic
Reinvestment and Stock
Purchase Plan who remnvesied
cush dividends or made optional
cash payments tor shares that
were purc, sed on the apen
market were nviled a Form
1099 10 recognize s tedoral
taxabie income the a, wable
shure of any brokerage toes and
commissions incurred to por
chase such shares as stated in
the Plan prospectus

S P S S S L s R WU P U ST B St R S A 3 U LR S S g LR g ey el ATy s

Stockholders should consult
with their own tax advisors for
further information with
FESPECT 1O 1N CONSeGUENLes.
Siockhoklers may obtain, with-
out charge. a copy of Form
LK as filed by the Company
with the Securities and
Exchange Conupission, by
sending a reguest 1o the
Corporate Secretary. Leah
Manming SMetzner

This report and the financial
statements containged herein
are submitted for the general
information of the stockholders
of the Company and as such
and are not intendexd to solicit.
or 1o be used in connection
with, any sale or purchase of

17
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Financial Keport MANAGEMENT'S DISCUSSION AND ANALYSIS

Reference is made to the Financial Statements, related
Notes to Financial Statements, Selected Financial Data
and Selected Statistics for information  concerning
finanicial condition and results of operations. The factors
having significant impact upon financial condition and
results of operations since January 1, 1989 are discussed
below

Results of Operations

Overview

Net income applicable to common stock was 878 million
for 1991, compared o 4 net loss applicable to common
stock of $115 million for 1990 and a net loss of $326
million for 1989 Eamings per common share were $1.04
for 1991 compared 1o a $1.53 loss per common share in
1990 and a $4 34 loss per common share in 1989 On
Octaber 9. 1991, the Boand of Directors voted to resume
payment of a common stock dividend at 20 cents per
share per quarter, which was paid on November 1, 1991
This was the first common stock dividend paid since May
1989 In December 1991, the Board also declared a
common stock dividend of 20 cents per share which was
paid on February |, 1992

The increase in the Company's carnings for 1991 was
primarily due to a write-off recorded in 1990, an increase
in kilowatt-hour sales, the effect of the June 1990 rate
increase, increased availability of generating units, lower

Income from Operations

Wmunon; of dodlar
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18 Hinois Power Compan)

maintenance expenses and lower interest on long-term
debt. As discussed more fully in “Note 2 — Clinton
Power Station” of the “Notes to Financial Statements,”
the Company recorded a loss of $137 million or §1.82
per share, net of income taxes and $346 million or $4 61
per share, net of income taxes in the fourth guarter of
1990 and in the first quarter of 1989, respectively, for
disallowed Climon Power Station ( Clinton) plant.
related costs as a result of the March 1989 i ois
Commerce Commission (1CC) rate order and the
February 1991 Hlinois Appellate Court decision.

As a result of the 1CC's February 1992 rate order, which
affirmed that Clinton is 100% used and useful and
incorporated Clinton plant costs, including $233 million,
net of income taxes, of post-construction cost deferrals,
into rates, carnings are expected 1o improve. However,
future carnings may be aflected either positively or
negatively by the ultimate outcome of various proceed-
ings addressing Clinton-related rate decisions. These
include any Hlinois Supreme Court action regarding the
appeals of the Company’s 1989 and 1990 rate orders, the
ICC rehearing on deferred Climon post-construction
costs and the probable appeal of the 1992 rate order.
The operating revenues of the Company are based on
rates, authorized by the 1CC and the Federal Energy
Regulatory Commission ( FERC ), charged for the sale and
delivery of electricity and natural gas. These rates are
designed to recover the cost of service and to allow
stockholders a fair rate of return. Future natural gas and
clectric sales, including interchange sales, will continue
to be affected by weather conditions, competing fuel
sources, interchange market conditions, plant availabil
ity, gas bypass, customer and Company conservation
efforts and the overall economy of the Company's service
territory

o Electric Oparations For the threevear period 1989
through 1991, electric revenues (including intercharge )
increased 12% and the gross margin on electric revenues
increased as follows:

( Millsons of aoliars ) i 1991 1990 1989
Electric revenues...... s $1.101 51085 3 988
Interchange revenues.... X : 86 73 1]

Fuel cost & power purchased. ...
Electric margin ...

(292) _ (311) (301)
$ BYS § B4 8 68

The components of annual changes in electric revenues
are summarized as follows
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Company, however, has estimated that the liability is at a
minimum 326 million. Therefore, in accordance with
generally accepted accounting principles, the Company
recorded a lability of $26 milion as of December 31,
1991 The Company is unable to determine at this tme
how much of these costs, if any, will he eligible for
recovery from insurance carriens.

The Company also recorded as of December 31, 1991 &
regulatory asscet in the amount of $26 milkon, reflecting
management's expectation that it will be allowed o
recover such costs from ity customers in future
regulatory pro ocedings. The Company has not yet
specifically requested rate recovery of these  costs;
however, the Company is a participant in a generic
hearing being conducted by the 1CC on this subject. This
generic proceeding was initiated to consider whether
Hiinois utilities should be aillowed 1o recover from their
custamers the cosis related to the remediation and
restoration of the sites and what recovery mechanism
should be used if the 1CC determines that the costs are
recoverable In January 1992, the Hearing Examiner
assigned 1o the case issued a proposed order. Among
other things, the Hearing Examiner cited the 1CC's
conclusions for two other llinois utilities that these
costs are curcent and legitimate  business  expenses
which should be recovered from the companies'
customers. Further, the proposed order allows for the
deferral of these costs,

Based upon the expected regulatory treatment for these
costs, as referred to above, management does not expect
that the settlement of these obligations will have a
material auverse effect on the Company's financial
condition or results of operations

Tax and Accounting Matters

Many aspects of the Tax Reform Act of 1986 (Act) have
affected the Company during the per.od 1989 through
1991 These include the corporite income tax rate
reductions, repeal of the investment tax credit, 2 new
depreciation system for tax purposes, ankl @ corporate
alternative minimum tax. The Alternative Minimum Tax
(AMT) provisions of the Act resulted in an AMT net
operating loss carryback in 1989, and the Company
received refunds of approximately $23 million in 1990
for a portion of the AMT previously paid in 1987 and
1988 The Company was also subject to the AMT
provisions of the Internal Revenue Code for 1990 and
1991 As a res at, the 1990 and 1991 federal income tax
liabilities were approximately $16 million and $28
million greater than they would have been under prior
law. In accordance with Internal Revenue Code
requirements, depreciation-related deferred tax balances
will continue to be normalized at the weighted average
tax rates at which they were provided.

The Internal Revenue Service is currently auditing the

8 Jlinois Power Company

years 1986 through 1988, As of December 31, 1991 no
substantial adustments have been proposed. The major
issues being addressed relate to Clinton. At this time,
management is unable to determine the ultimate
outcome of this audit, however, management does not
expect the results will have a material adverse effect on
the Company’s financial position or results of operations.
The Financial Accounting Standards Board ( FASH ) issued
Statement of Financial Accounting Standards No. 109,
“Accounting for Income Taxes™ (FAS 109) in February
1992 This standard adopts a “liability method” of wx
allocation relating to transactions that affect book and
tax income in different reporting periods. The Company
must adopt this standard in January 1993 Although
adopting this standard may result in a significant increase
in assets and liabilities, the Company does not expect it
to have a matertal effect on earnings.

In December 1990, FASB issued Statement of Financial
Accounting Standards No. 106 (FAS 106), “Employers’
Accounting for Postretirement Benefits Other Than
Pensions,” which requires the recognition of postretire.
ment benefits, including health and welfare benefits, on
an accrual basis. The Company provides health care and
life insurance benefits to certain retired employees who
attain specified ages and years of service. In 1991 and
prior years, the cost of such benefits was recognized as
claims were paid The Company adopted FAS 106 as of
January 1, 1992 and its estimate of 1992 net periodic
postretirement benefit cost for its < rent and retired
employees is $11 million comp  «a 1o $4 million that is
currently recognized under “pay as you go” accounting
This amount includes amortization over twenty years of
the previously unrecognized accumulated postretire-
ment obligation, which was $66 million as of January 1,
1992, Adoption of FAS 106 will not have a material
adverse effect on camings because the February 1992
1CC rate order allowed the Company to recover these
costs through its electric rates.




Responsibility for INFORMATION

The financial statements and all information in this
annual repaort are the responsibility of management. The
financial statements have been prepared in conformity
with generally accepted accounting principles applied
on a consistent basis. The financial statements include
amounts that are based on management's best estimates
and judgments. Management also prepared the other
information in the annual report and is responsibie for its
accuracy and consistency with the financial statements
In the opinion of management, the financial statements
fairly reflect the Company's financial position, results of
aperations and cash flows

The Company believes that it maintains accounting and
internal accounting control systems that provide rea-
sonable assurance that assets are safeguarded against loss
from unauthorized use or disposition and that the finan-
ctal records are reliable for preparing financial state-
ments

The financial statements have been audited by the Com-
pany's independent accountants, Price Waterhouse, in
accordance with generally accepted auditng standards.
Such standards include the evaluation of internal
accounting controls 1o establish a basis for developing
the scope of the examination of the financial statements
In addition to the use of independent accountants, the
Company maintains a professiona! staff of internal

Report of INDEPENDENT ACCOUNTANT

Price Waterhouse

To the Board of Directors of lllinois Power Company

<1 our opingon, the financial statements of Hlinos Power
Company appeariag on pages 28 through 46 of this
report present fairly, in all mat.cial respects, the financial
position of Illinois Power Company at December 31,
1991 and 1990, and the results of its operations and its
cash flows for each of the three years in the period ended
December 31, 1991 in conformity with generally
accepted accounting principles. These financial state-
ments are the responsibility of the Company’s manage-
mient; our responsibility is to express an opinion on these
financial statements based on our audits. We conducted
our audits of these statements in accordance with
generally accepted auditing standards which require that
we plan and perform the audit to obtain reasonabie
assurance about whether the financial statements are
free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements,
assessing the accounting principles used and significant

auditors who conduct financial, procedural and special
audits To assure their independence, both Price
Waterhouse and the internal auditors have direct access
to the Audit Committee of the Board of Directors

The Audit Committee is composed of not less than three
members of the Board of Directors who are not active or
retired employees of the Company. The Audit Commit-
tee meets with Price Waterhouse and the internal
auditors and makes recommendations to the Board of
Directors concerning the appointment of the independ:
ent accountants and services to be performed. Addition-
ally, the Audit Committee meets with Price Waterhouse
to discuss the results of their annual audit, the Com-
pany's internal accounting controls and financial
reporting matters. The Audit Committee meets with the
internal auditors to review the proposed audit plan and
assess the internal audit work performed. including tests
of internal accounting controls,

o2, I ML 7 itz
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Larry D. Haab Larry F. Altenbaumer
Chairman, President Vice President, Chief Financial
and Chyof vis¢ tive Officer and Controller

Ofiner

¢

estimates made by management, and evaluating the
overall financtal statement presentation. We believe that
our audits provide a reasonable basis for the opinion
expressed above.

As described more fully in Note 2. there are significant
uncertainties with respect to various matters related to
the Clinton Power Station including the determination of
the exient, method, and timing of recovery of its related
costs, and obtaining rates which provide adequate cash
flows to allow the Company to maintain financial
integrity. Management is unable to determine the
ultimate outcome of these uncertainties. Accordingly, no
provision for any lability or additional loss that may
result upon resolution of these matters has been made in
the accompanying financial statements.

,/. L e LA - {/"uﬁﬁuul
Price Waterhouse

St. Louis, Missouri

February 12, 1992

Hlinesis Power Company 21



Statements of INCOME

mmrmemmu 1991

o Operating Revenues”®

Electric $ 1,101,223

Electric mtt-uhangc 85,517
1 IR 288,165
Towl ... 144905

o Operating Expenses and Taxes
Fuel for electric plants 260,597
Power purchased ... 24,751
Gas purchased for rcslc 167 829
Other opcmtrg cxpemea 253,38
Maintenance .. s §7.23%
Depreciation. ... 176,778
Amortization of ubandnned phm. -
Amortization of cxcess unpmtmcd deferred taxes............... (5.618)
General taxes. . T T 125,659
Deferred Clinton costs.. 11,181
Income taxes. e Lt el ey S ot LA P e L s s sy - 75,348
CUMEIRUGS MU it s ot 2L _19717."91
¢ Other income and Deductions
Allowance for equity funds used durlng CONSLAUCHON . 1488
Disallowed Clinton plant costs .. . B i
income tax effects of disallowed costs. e S -
Miscellaneous—net. .  (4479)
Income (loss ) before interest Charges ... 288,800
e Inerest Charges
EOSERON O ISR REPI GBI ... crvociosorecrrevinsiivis rirmmapssiashsaiiossesssit ik 176,179
Allowance for borrowed funds—

Construction... (l 3N

Deferred Clinton ﬂmncmg costs . S | 1L
Net income (Iou) TR 109 214

Net income (loss) applicable to common stoek ..o § TR,
Weighted average number of common shares outmndim

Earnings (loss ) per common share. W) = PRLSAN 8 1.04
Cash dividends declared per common shm e i = 40

( TP enasands u/.ln&n wxcept per share amosints )

1990 1989
$ 1,084,020 § ORTO8S
73,790 81,148
311,070 324 645
1,469 480 1,393,778
259,346 252712
51,794 47872
182,070 203,197
244 875 233,784
120,699 B8 988
172,827 176,383
3824 6,379
(5.582) (4,254)
126,789 123,856
14619 (20,584)
43,731 39,400
1,214,992 1,147,733
254,488 240,045
1,663 1,689
(160377) (451,244)
24,759 105,482
A23 14,752
(133.632) (329321)
120856 (83,276)
191,559 216,029
9.274 4,560
(1,493) (1,503)
199.“0 m' I %
(78.484) (288.432)
36,839 37.365

§ (115323)

$ (325797)

75,612,759
$ (1.53)
$ s

75,052,141
(4.34)
66

*Includes revenue-related taxes added to customer billings in each of the years 1991, 1990 and 1989 in the amount of $6 1,268,000,

$59.628.000 and $59.333,0¢). respectively.

See notes to financial statements which are an integral part of these statements
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Bealance ’\Hl ETS

December 31,
ASSETS
# Utility Plant, ot original cost

Flectric (includes construction work in prrogress of 388,221 and $70 886, mpcuiwb Yo
Gas ( includes construction work in progress of §13,799 and 86,780, respectively )

1rss Accumulated depreciation

Nuchear fuel in process.
Nuclear fuel under mprul lease

o investments and Othes Asseti . . .
o Nuclear Decommssioning Trust Fund
o Correin Assets
Cash and cash equivalents.. R ]
Accounts receivable (ll.‘!‘ ulkm:: fm d(llhlﬁ.ll u\mu\u d ‘h '»00)

Service .

Other.......
Mcmedumllcdmmn\x
Notes recevable
Matcriahamlmp[mn alm:nutuu

rcf\mdﬁkimmwlam“

o Deferrad Charges
Deferred Clinton costs

CAPITAL AND LIARILITIES

s Capitalizatien
Commaon stock —
No par value. 100,000,000 shares autharized. 75043937 shares outaundlm.
stated at ..
Less — Deferred uwkm— ESOP..
Other paid-in mpu.u
Retamed carnings...
Less - Capital stock cxpemt
Total common nock cqum
Preferred and preference stock.
Mandatorily redeemable pvﬁ-rmd stock ..
Long term debi.
Total mpmuntkm

o Accumulated Provision for Nuciear Duommmm Tnm Fm

Cumm lmhima
Nowa pavable ... ey o E
lwwmmwmmmmmmﬂunmw A

¢ Delerred Credits

Accumulated deferred income taxes... .
Accumulated deferred investment tax u'edtu
Accrued purducd w COSIS. . -
Other... i

Commitments and Contingencies ( Notes 2 and 3)

See notes to financial statements which are an integral part of these statemenis.

¢ Phossanls of dediars )
19494 1990
$ 5390064 9 SI285798
503,275 478,625
€ H94 349 S64425
1,684, 493% 1533285
4,208 99 #LINE
5,609
' lu.ro 175188
4.3%1.210 4118
w681 L
s Q“ N BBy
11,001 19.5¢°
96,522 101,958
7958 13,709
87254 104879
2300 11978
EER T 254902
17.a%1 16,122
M4, 688 THRRT
18 8ab i8712
10945 1055
490,443 :
ARG 267 400 449
85 48,065
65,319 47,57
_ 3R89 459
491 8§49 A

§ 5371802

$ 1Aa2a607
32,68

106

TS.80)
11,709

X .*K‘ﬁl

gs:"xaoz

8 1424607

1,254
1179

ﬁ:l«:

567,000
242551
26,270

lﬁﬂ

$ 5345493
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Statements of C A\H FLOWS

’ 1 Phssasaneds of desllars )
Fow the Years Ended December § 1, 1991 1990 1989

o Cash Flows trom Operating Activities
Ncl income (loss) . O TR S-SR NOLY ¥ UL -t e X § 100 244 $ (TRARY) B 288 432)
Items not requiri (detng)uﬂl—
l)mukmcd(mtnn‘unplulum UL O ANCOME BB . v s srintionsiissessmenismssaants - 135618 345762
Depreciation and amortization . L W 174,922 1786606 182311
Allowance ﬁrhmdsuaiduﬁmv.wnmum i T e i Eomabes D i (2.865) (3.156) (3,192)
Deferred taxes on income, net. . 45,288 30,786 75,959
Deferred investment tax credlit. (*3) (14.121) (8787)
Deferred Clinton costs IR N - b, LN e 11,181 14619 (20,584 )
Dckmd(:hnum&mmﬂum i Lap s A i o ST M SEAAR - - (13936)
Amaortization ddcfemdpsumu—uk«mm T R 8,281 26867 20562
(hanqeammnmdhi\anks-
Accounts receivable. N W 1Y PN TPTR L PRL T (B.613) (2827) 6,595
Accrued unbilied revenue. TN = - el e I gty WAy e A1 .. I 16,646 (13,564) (16,585)
A T N RSN SRR O o 1) eI O L6101 B TR YO T 9678 (11.978) -
Materials and supplies . EPRRRNALIT N LI N L L (21.130) (12904 4416
Accounts payable. . .. el NS VRSSO Rt M, O Ml Bl . S (36,052) 4,920 33582
interest accrued. OSSN 0 P AR et L e, P (3,302) (1,055) (9,164)
Taxes accrued and other, net.... ... .. o 9,862 (777 (45,404 )
Net cash provided by operating activities ... ... 313,067 252610 272103
® Cash Flows trom lnvesting Activities
(xmstnmumcspcmmum (41.212) (130.647) (96,781)
Ammcckxwmmc‘mmnum v L e o 2,805 3,156 3192
Other investing activities... NS L R e P IS 14,397 (13.843) M’

Net cash used in mmu“mm;m... (u% 950) (141.334) (92.668)
e Cash Flows from Fmancing Activities
Dividends on preferred and common SEOCK ... (46, 874) (37,253) (135.021)
Redemptions —
SROPEREEM AODE (120,6™2) (37,600) (16,76%)
| S T U T VRO SRt et W AT T (348,205) (213.650) (228,350)

Issnances —

BN I . vzl sy sre et ek et S oA e cbometacarals v TR 672 38,000 -

Common stock . I Sw IR WL I - S LTy - 1377 33448
Loan to uumr-—N)P GBS e e £35.000) - -
Premium paid on rcdcmmn uflong(crm detx PRI S L e e (19,124) - (1.500)
Other financing activities. . S PR NEC S W rel-ot . " S __(2,220) 1,244 (1,349)

\ S, o D — —————— f

Net cash used in financing activities. e p—y e P e L e T ey e (19".&05) (157 .960) (126037)

Net Change in Cash and Cash ﬁquiﬂlcms T k. T CHRL (8,568) (46,684 ) 53,398
Cash and Cash kquivalents at Beginning of Year i T AR 66.253 12,855

Cash and Cash Equivalents at Ead oF Year..... ... ... $§ 11001 $ 19569 $ 66253
et bo— ]

Matements of RETAINED EARNINGS

{ Phousands of dellars )
For the Years Ended December 31, 199] 1990 1989

Balance at Bqnnmng of Year .. $ M § 143,040 $517910

Net Income (loss ). PSS A SR T RS OIS Pt e, 109,244 (78.484) (288432)

Less — 410423 4362 229478
Dividends —

BTN IR . soicnc ity s kst st b et et 4513 63,483 37,340
AORTRERONN AN i i i e st i e e B G et 30,109 - 49,092

3622 63383 R64R2
Blance ot B O YEU . .. coovc st 78,800 5 1L179 $ 143,046

Sew notes to finarcial swtements which are an integral part of these statements
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Statements of PREFERRED AND PREFERENCE STOCK

{ Thenasaanes of dodivers )
December 31 1991 1)
o Senal Preferrad Steck, cumulative, 850 par value ( 1) 21— Autharized 5000000 shares,
4128 420 and 4,244 150 shares outstanding, respectively
Series Shares Redemption prices
1 OR% 00 000 5150, AN 15000 § 15000
4.26% 150,000 5150 7,500 7 500
4.70% 20600 LK) S1586 10,000 10,0600
442% 150,000 51%0. 7,500 T 500
4.20% 180 000 5200 9,000 Q.000
B24% OO0 () 5190 50,006 40,000
7 860 00,000 51685 i 38,000 35,000
BO4%3) K48 120 5160 : 224106 48,208
8004 1,000,000 5420 prior to August 1, 1992 S0,000 S0.000
§2.29 thereafter
Premium on preferred stock 1156 67
Total Preferred Stock, $50 par value 207,572 213375
e Senal Prefersed Stock cumulative, without par value — Authorized 5.000.000 shares,
3,510,300 and 4,110,300 shares outstanding, respectively (including 1,600,000 and 2,200,000
shares. respectively of redeemable preferred stock i 2
Series Shares Redemption prices
Ar4) 1 000,000 ' #51.50 prior 10 February 1, 1993 50,000 50,000
50 00 thereaiter
51.50 prior 10 May 1, 1995 ; 5515 55158
5 910,53 { el ) \ 45,51 45
e e 50.00 thereafter . et
Total Preferred Stock, without par vidlue 98,515 98815
o Prefarence Stock. comulative, without par value -
Authorized 5.000.000 shares, none outstanding [ = Bt
Total Preferred and Preference Stock § 303,087 $ 308890
¢ Mandatorily Redesmable Serial Preferred Stock, cumulativer2) ~
Series Shares Par Value
11.78%¢6) - nonge $ - 3 30000
B32% 7 LODOOXK none. 0,000 50,000
BO0% &) 600,000 T OSSR e B S S RO DI S R 60,000 60,000
Total Mandatorily Redeemable Preferred Stock oo $ 110,000 § 140,000

(1) Redeemabiv at the option of the Compeary in whole or in Dart @i any tome upon not less than ibirty days and not more than sixty days notice

by publication

(2) In December 199] m&w“/lkummwrﬁwrWIWJ[nWsmmm The rutes for ihe Adjustable Kate Serves A

and B were declared at 875 and H1.87S,
ditadends The rates for the Adjustable Rate S

dwely In December 1990 the Board of Directors declared four quarterty pre;
A and B were deciared al the wueximum rate of $1 50 and 81 8125 per sharve. vespectively for
each of the last three guarters. Actual amounts petd were lower. based on market interest rates on the normal declaration dates

150 In April and May 1991, 115,830 shaves werv puovhased at a price of 3487 per share on the open market.

{4) Adpustabiv Rate Serves A tssued on Mo=ch 3, 1983, Quarterty dividend rates are determined based on market interest
securitgs Rates for dividends declared in 1991 and 1990 were 30.75, 8075 30.75 and 30.75 in the first. second, the

stock

rates of ceviain U5 Treasury
and fourth guarters,

rep el The dividend rate for any dividend peviod will not be less thar 6% per annum nor greater thav 12% per annum applied 1o the

ligaaation preference valie of $50 per share
(3) Adjustable Rate Sevies B issued on May 15 1985

divtdend rates are determined based on market interest rates of certain U S Treasury

secririties. Rates for dividends deciared in 199 ] were 30 9088, 309125, 30,9000 and $0.9313 in the first, second. third and fourth quarters,
respectively Rates for divedends declared in 1990 weve 30875, 309375 30 9313 and 30 9688 in the first, second third and fourth quarters,

respectively The ditidend rate
liguidation preference vabie of $50 per share
(6 Subject 1 mandatory
On February 15 1991, 600,00 shares were redeemed for $51 96 per share
=) Subject to mandatory mmmw)ﬁmmm«mmm«n L
acerued dividends Also, February 1. 1992,
February 18. 1992 200,000 shares were redeemed for
(&) Subject to mandatory redemption in an amount
pltis acorwed dividends. Also. beginning F
sixire

850 per share.

Sew notos 1o financial statements winck are an integral et of these statements.

any dividend period will not be less than ™% per annum nor greater than 14°2% per annum applied to the
in an amownd suffictent to retire on each November 1. 200 000 shares at $50 per share plus acerved div. fends

v £, hegimning tn 1992, 200,006) shares at $50 per share plus
the Comperty may redeem up 10 200,000 additional shares eqch year at $50 per share On

cienit to retive on each February [, beginning in 1993, 120,066 shares at $ 100 per share
Fobruary 1 1993, the Company may redeem up to 120,000 adeitionai shares each vear at $1(0 per

Hlinats Power Company 3










































Note 12
Segmants of Business

The Company i a public utiity engaged in the gencration, transmission. disteibution and sale of cleoteic enengy, and the distribution,
transportation and sile of natural gas

1 T hoseincls «vm‘l_u«n_;

e, —— . ~— Ty . -

PR 1o Tose

Tonal T Total
Mlecwrk  Gas  Compeny  Bleark  Gas  Company  Bleorkc  Ge  (ompany

( don inkormution —
"«"m"' 'Om“- §OLIRETA0 § SENIGS § T ATAU0S  F LISKAID S RIIOT0 F LAGRaND B OO AR T AZA64S 8 LAUATTN
UNRTALIOR XN
exciuding provision
"“Wﬁ"w
detorred ©linton
LOmstn HAR e 2ARAM 109G SRS L Pl BOUAST LIS AN M2 LI29IT
Deferred €lnton
comts . (1,18 L 1L - 14619 (2058) - (20 584 )
Pre tax operating
ineome . MY ans 29526 WY AW 254 80) AN 2210 X100 MaAle FULE L)
A&mm r&-m
..
nnu::::'(‘h:up . S FE 484 FE EL AlSG 2982 240 LERL ]
Dferred Chinton '
At « s P - = - - - 130% - 1805
lm&m(hmﬂn
- : {135.61K) & Lisses) (M87%62) - (348762
l‘n‘mc
e onme
AFUDC. deterred
Climton financing
oty and dis
allowed Clinion
Pl costs 4 IR MU 0008 0 1218008 A AT 8 (TTRAS  M6Se (40180)
Other (income ) and '
deductions : LY (29%1) (S.44%)
Interest charges ‘ 180 944 200,884 220894
Provisdon for income
B 1 (v o , 4,000 4633 joows
Net income (loss) L L § (TRAm § (KA
Cibet anfosination —
Depeociathon .8 187004 WART § 1967 ' mmg ulgst _lm § 1502048 H.lni 176,484
Capital enpenditures 8 116284 8 34938 8 141212 8 105,95 § 24689 mg ﬂwy I ml 96,781
nvestent indoemation —
Identifialile asscts® 8 A STT IR O ABUAZ § 906 (B0 B AGIAATT B MOUIND § A9K2060 § ABSTAT2 3 b 8216397
Nonutihiny plant and
othet ivestments . Mok 18,509 PR
Assets atilized for
overall Corspany -
operations .. AAT AN @u,gu o Awawe2
Total wssets o i srtma R ELLE LA !__‘gg.__ﬁ;

*Liddity plant. miclear fued and acquisition adpustment ( less accumulated depreciation and amortization ). malterials and sufylies,
wunamortized deferved aband mment cost, deferved Ciinton costs, pregaaid and deferved energy costs.
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Note 13

Ouarterly Fuancial intormation and Common Stook Date (Unavdied)

carvangs (o) per commaon share are based on wetghted average number of shares outstanding
ol earnings (loss) pey common share As referenced in Nole | — Summary of

PR lw'-_
Operating revenues . . $477 muY
Operating income ... S0, 240
Net income ' oot KK
Setincome applicable 0 cominon
stock T . (10
Earnings per common share ... § m
Comman Sock Prices and
Dividends
Migh ... . ... TR
U e T L R Y 15 %
Dividends Declared . $ -
First Quarner
S . N
Operating revenues . 1436771
Opersiing income ... s
Netinoiwne (hoss). ... ........ (14.080)
Net incame (loss ) applicable o
common sk (22.36%)
Earnings (oss ) per common
R i ¢ (30
Common Mook Prices and
Dividends
Migh. . .. 9%
I e R RCH PR S e . $17%
Dividends Declared . ..., .. . -
(Miarterty
und the sum of the guarters may noi

Migntficant Acoounting Policles "

B e

o i skinntads (of dhodleers €GN PR CORIHON SN RS )

B e o b R e ———

$ o
f IR

Second Quarter
U .. I
323908
53470
A6LY
(5.64%9)

(0%

A 1991
$402 951 $ 56, 028
107 38 64 10K
0i 923 17212
56,414 9797
L e ] R}
$ 21N f 2%
§ 18 % § 20%
+ § a0
Third Quarter Fourth Quarner
1990 - 1990
$ad 1 BS" B 606 RR”
128521 3597
80,724 { 149705
T1LARA { 158,684 )
i 4 . (210)
$ % $16%
$12% $12%
- -

during the quaricr

aperating revenes bare been reclassifiod for interchange sades.

The 1990 fourth guarter loss reflects recording the trovision for disedlowance of Clinton plant costs of 811 million or §1 82
per share. net of ncome taves. See "Note 2« Clinton Power Station.

The commom stock s listed on the New York Stock Exchangy and the Midwest Stock Exchange The stock prices abowe are the

prices refuwted on the Composite

Divectors voted on Octaber Y 1991 o resume paving a common stock dividend

8 lllinois Power Company
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