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DESCRIPTION DF BUSBSINESS

IES Industries Inc. is a diversified holding
company bringing long-term value to share
holders through operations and strategic
investments. The Company has two wholly
owned subsidiaries: IES Utilities Inc. and
[ES Diversified Inc. IES Utilities provides
electric, natural gas and steam energy to
customers 1in more than 550 communities
wross lowa, 1ES Diversified has interests

in energy, telecommunications and

\

(ransportation businesses
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l IS Industries will be the supplier of choice for its products and services through out

standing performance and responsible corporate citizenship.” This is the new Vision
Statement which drives our aspiration to become ever more a high-performance
company, distinguished by our skills in competition, quality in customer service
and simphicity in structure and processes. With the momentum created in 1993, we
have forgzd abead in our journey of change. In 1994 we redefined the meaning of
qu wd value in our corporation We have also begun an intensive effort to
view @ ness processes with the aim to achieve breakthrough improvements
n work simplification and cost reduction. In addition, we have introduced a new
culture of continuou nprovement i every facet of our operations in order to ensure
the permanency of cost restructuring while generating higher quality, shorter cycke
time, better customer service and further cost reduction. In the next three years

we expect an emergent high-performance organization energized with confidence

to win in a broadened energy market
{OOA

['he vear of 1994 was one marked by successful operation, strategic

reassessment and continuous growth, Due in part to the mild weather conditions

the net income was shightly lower than the previous vear. However, 1 am satished
with the progress made and confident that our long-term financial performance
will continue to improve in the vears ahead

We have adopted a new corporate logo, showa for the first time on the cover

MotNs annual report Its red color re P sents our traciiions and, at the same tim

flects a new image of motion and energy encircled by an expanded scope of busi
0SS CRpOEinel You will see this logo widely used in the futur
TES Utilities” operating performance was exceptional in a number of areas
We have b ible to consistently cut production cost, improve productivity and
il budectary goals. Our nuclear tacithity continues to be ne of the best in th
1ia g good performan ratings from the regulatory bodies
Our profitable growth strategy continues to add value to the utility business
t. Electrical sales increased 4 percent in 1994, with 9 percent growth in the
ndustnal secton iPLuring a hons share f the industrial growth in lowa. In 1994
ew industrial investments in our service area exceeded $945 milhion, creating new
o K S NG an IMpressIive surge in housing ind retail sales
Another milestone at TES Utihties is the completion of the customer
- Centerville. Towa. the second one in our Company, Todav all of
‘ ! v i ‘ ‘ + hour a 1N Se LAVS 4 W » I;u WA mon ol
’ S T ther etfort | hance the quality
! ! '
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In 1994 sales in freight and switching service increased significantly. Operating
income for [ES Transportation rose 36 percent, yielding the best vear ever for our
rail transportation business.

For the third consecutive year, Whiting Petroleum. our wholly-owned
subsidiary in the oil and natural gas business, significantly expanded its acquisition
program in reserves. In 1994 our production output increased substantially as the
result of these new acquisitions. Whiting Petroleum’s operating income rose 24 per-
cent last year in spite of the general depression in oil prices. THE MEANING OF QUAL®

As the result of our recent merger, acquisition and subsequent successful ITY AND VALUE IN QUR
exccution of the consolidation, we are today better positioned to face the compezition
in the new energy business environment. The actions taken and the results achieved
in the last two years signal the emergence of a new and invigorating culture centered
on continuous improvement in every aspect of our operations. The current drive

IN 1994 WE REDEFINED
CORPORATION.

n process optimization and cost restructuring will provide us with a new platform
1o compete and to win. The transformation from a regulated business to a market-
based enterprise cannot be accomplished overnight. | believe, however, that we will
be able to capture significant benefits in the next three years.

Externally, we will intensify our effort to seek out the new opportunities
across the full spectrum of our businesses in this country and abroad. The new
globalized economy presents promising long-term opportunities. The Pacific Rim
countries and others in Europe and South America are undergoing major
privatization efforts in the energy sector. The continuing soundness of the
American economy will support our future growth and success in the United
States. Looking aheal, I am confident we will be able to enhance future
investment value for our shareholders.

In closing, | again would like to acknowledge the contributions and dedi-
cation from every person in our organization. Their enthusiasm and support for
the needed changes ensure the progress and success of our enterprise.

U would also like to express our gratitude to Robert Kucharski, Vice
President and Secretary, who retired at the end of 1994, His 20 years of outstanding
service to our Company will always be remembered.

On February 7, 1995, Blake O. Fisher, Jr. was named President, Chief
Operating Officer & Chief Financial Officer of IES Utilities. He will also continue
1o serve as Executive Vice President & Chief Financial Officer of TES Industries.

oo Vo

Lee Lin
Chairman of the Board,
President & Chief Executive Officer
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Lcmtinued improvements in operating efficiencies and major successes in new
industrial loads were among the highlights for TES Industries Inc. during 1994,
The Company’s strategy of butlding upon utility strengths, diversifying selectively
into arcas where it possesses a competitive advantage and strategically positioning
itself for profitable opportunities is built upon a continued desire to be the pre-
ferred supplier of products and services 1o customers.

1994 marked the first year that 1ES Utilities Inc. operated as a combined
Company, following the December 31, 1993, merger of lowa Electric Light and Power
Co. and lowa Southern Utilities Co. The benefits gained from this consolidation
are well on their way to exceeding the pre-merger estimates of $30 million per
vear. The merged Company now provides service to 330000 electric customers
and 173000 natural gas customers

Continued sales growth for TES Utilities in 1994 reflected the growing
lowa economy. Electric salos volumes were 4.3 percent above the volumes recorded
in 1993, despite a cooler than normal summer. Driving this growth was continued
increase in electric sales volumes to industrial customers, which were 9.3 percent
greater than industrial sales in 1993,

The Company'’s economic development initiatives resulted in several
customer successes in 1994 and will vield substantial gains for [ES Industries into
the future. Among the many customer successes of 1994 was the commitment
of Cedar River Paper Company. a joint venture of Weyerhaeuser Midwest Inc. and
Midwest Recyele Inc.. to build a second paper mill at its new facility in southwest
Cedar Rapids. The total investment of this Company will be in the rar, o of $500
million. TES Industries has positioned itself to meet the needs of this customer by
providing electric, steam, rail and storage services,

Several industrial compames announced both new projects and business
expansions in the TES Utilities service territory in 1994, In October, Guardian
Industries of Michigan announced construction of a $110 million glass manufac-
turing plant in DeWitt. Polaris Industries began producing recreational watercralt
in Spirit Lake. Roquette America, Ine. announced plans for a $400 million expan-
sion of its Keokuk corn milling plant. Cargill Incorporated is pursuing a $75 million
expansion of its corn processing facility in Eddyville. Archer Daniels Midland
Company and Penford Products Co. in Cedar Rapids, Lennox Industries Ing. in
Marshalltown, Maytag Corporation in Newton and Griffin Wheel in Keokuk

continued their mvestments and growth.






In an effort to prepare for the competitive utility marketplace, on July 8
1ES Utilities filed an electric pricing request with the lowa Utilities Board (the
Board). The proposal seeks to combine regional differences in pricing levels and
focuses on the recovery of Duane Arnold Energy Center (DAEC) capital and
decommissioning costs and increased capital costs. The Board s expected to
issue its final order in the Company's request in May 1995,

In addition to the July 8 price filing, IES Utilities also filed its request
with the Board to recover costs associated with the Company's electric and nat-
ural gas energy-efficiency programs. As prescribed by state law, the filing seeks
recovery for costs incurred between 1990 and 1993 for the mandated programs.

Although the Company’s electric prices are competitive today, [ES
Utilities is committed to taking further steps to maintain competitive pricing for
all customers. Average electric prices for IES Utilities improved 3.3 percent com-
pared to the Company’s lowest-priced industry peers. That trend is part of the
Company's commitment to long-term value for customers,

During 1994, [ES intensified its employee quality initiative effort through
the adoption of a Corporate Vision, Values Statement and Quality Policy. A
number of employees currently are partic’pating in an effort to define and
implement process improvemen's. These changes will help position TES as a
more customer-focused, market-d. iven organization that will succeed in an

increasingly competitive marketplace.

ELECTRIC OPERATIONS

LES Unlities continued to gain efficiencies in electric operations in 1994, notably in
the generation arca. The Company's coal-fired generating stations reported a 574 per-
cent plant capacity factor, compared with 557 in 1993, The Ottumwa Generating
Station reported a 1994 capacity factor of 71 percent. The 565-megawatt DAEC
nuclear power plant achieved an 88,1 percent capacity factor during this year
without a refueling outage. DAEC generated 4.1 billion kilowatt-hours in 1994,

the second highest production year in its 20-year history.
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South-central lowa's worst ice storm in more than 20 years affected

the 1ES Utilities service territory in early December. Trees and power lines were
toppled and 25000 customers lost service. As a result of the merger of the utili-
ties, TES was able to direct substantial resources immediately to respond. From
line crews to customer service center consultants, IES employees met the chal-
lenge. The result was a show of teamwork that was well appreciated by customers.
Employees continued to work safely throughout 1994, Utility employees
achieved a substantial improvement in safety, recording the fewest lost-time acei-

dents of any year in the Company’s history.

GAS ODPERATIONS

The first full year of operations in a post-FERC Order 636 environtnent saw changes
in operations, but continued success in the competitive arena, Warmer than nor-
mal winter weather contributed to reduced gas throughput by nearly 3 percent
for the year, Careful management of gas purchases by [ES Utilities allowed the
Company's average residential prices to remain among the lowest in lowa and
nationwide. The expanding lowa economy and a program to expand the Com-
pany’s gas system to new communities has resulted in a 5.3 percent increase in

gas customers since 1991

UNREGULATED ENERGY

Whiting Petroleum Corp. saw continued strong performance in 1994, despite
depressed prices for natural gas and oil. The Company focused on increasing its
reserves of both commodities. Acquisitions of new properties and investments in
current properties in 1994 pushed oil production from an average of 1,300 barrels
per day to more than 7000 barrels per day. Natural gas production rose to 18 mil-
lion cubic feet per day. The Company ended the year with total gas reserves of
more than 47 billion cubic feet and oil reserves of 12 million barrels.

Industrial Encrgy Applications, Inc. (IEA) aggressively expanded
operations in 1994, With 10 years of experience providing facilities-based and
commodities-based energy services, [EA has installed and maintains standby
generation for more than 28 customers in fowa, Minnesota and South Dakota.
The Company also buys and sells natural gas and coal, and is positioned to arrange
electricity transactions, IEA has opened a St. Louis office and is prepared to

open three other regional offices during 1995,
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1994 marked the first full vear that IEA provided steam energy to
Ajinomoto, located in the Eddyville Industrial Complex. Plant refurbishments at
the Prairic Creek and Sixth Street Generating Stations will allow 1ES Ultilities to
meet many unique customer needs, including those of Cedar River Paper Company,
and realize substantial gains through its steam service.,

Building upon its strengths, 1ES Industries continued to explore opportu-
nitics available in the international arena. The Company is focusing its research in
the Far East and Central and South America. where energy demands are greatest.

TRANSPORTATION

CRANDIC, the Cedar Rapids and lowa City Raillway Company. had an excellent
year. While the flooding in lowa in 1993 hamnered customers’ ability to acquire
and transport grain and other products in that year, the pent-up demand released

in 1994 resulted in a substantial increase in business for the short-line railroad.

TELECOMMUNICATIONS

IES Industries has a $7.5 million investment in McLeod, Inc., which provides
local and long-distance telecommunications services to business customers and
offers other communications services. The partnership between IES and McLeod
offers substantial benefits in the competitive telecommunications industry. The
coming information superhighway and lowa’s commitment to fiber optic technol-

ogy also bodes well for this investment and involvement.

CUSTOMER FOCUS FOR THE FUTURE

The success of 1ES Industries in 1994 is a direct reflection of the Company’s abil-
ity to anticipate the needs and desires of customers and to allocate resources to
meet those needs. By following that philosophy of customer responsiveness, the
Company has historically found success in its ventures. That is a trend which will
only grow in 1995 and the years ahead.
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MANAGEMENT'S DISCUSSION AND ANALY SIS OF THE
RESULTS OF DPERATIONS AND FINANCIAL CONDITION

The following discussion analy zes significant changes in
the components of net imcome and financial condition
from the prior periods for [ES Industries Inc. (Industries)
and its consolidated subsidiaries (the Company )

RESULTS OF OPERATIONS
Industries” wholly-owned subsicharies are 1ES Unlities
Inc (Unlities) and TES Diversified Inc. (Diversitied).
The Company’s net income decreased $1.1 million during
1994 and increased $19.2 million during 1993, Earnings
per average common share declined from $2.45 in 1993
10 $2.34 in 1994 because of the lower net income and the
eftect of increased avernge common shares outstanding.
Ihe 1994 results were affected by milder than normal
weather, particularly during the summer months, The 1993
results reflect Utilities” acquisition of the lowa service
territory of Union Electric Company (UE ) (as discussed
in Note 2 of the Notes to Consolidated Financial State-
ments) and a return o more rormal weather conditions
in Ulnilities” service territory from that experienced in
1992, The 1993 results also reflect the recording of cer-
tain property write-downs at Diversified and a $2.5
milhon contribution to the TES Industries Charitable
Foundation. The 1992 results were adversely affected
by extremely cool summer weather and a mild winter
in Utilities” service terriory

I'he Company’s operating income decreased $3.3
million during 1994 and increased $42.2 million during
1993 Reasons for the changes in the results of operations
are explaned 1o the following discussion

Flectric Revenues
Flectric revenoes and Kwh sales for Utilities increased or
{(decreased ) as compared with the prior year as follows.

ADSLLANE i SR e 1993
Flectric revenues $(13.2) $87.S
Flectric sales (excluding
of[-system sales ):
Residential and Rural (L)% 17.1%
Commercial 3.4% 17.4%
Inclustrral 9.3% 40.6%
Total 4.3% 24.9%

The 1994 Kwh sales were adversely affected by milder
than normal weather, particularly during the summer
months, The largest effect of weather was on sales to
residential and rural customers. Under normal weather
conditions, 199 sales would have been flat and total sales
(exciuding off-system sales) would have increased 4.8%,
compared to 1993 actual sales. The growth in commercial
and industrial sales continues 1o reflect the underlying
strength of the economy as several major industrial expan-
sions in Utilities” service territory were announced in 1994,

The 1993 sales increases are attributable 1o the acqui-
sition of the UE territory and a return to more normal
weather conditions. After adjusting for these items, under-
Iying total electric sales (excluding off-system sales)
increased 6% in 1993, which reflects the economic growth
in the industrial and commercial customer base,

Unihties” electric tariffs include energy adjustment
clauses (FAC) that are designed (o currently recover the
costs of fuel and the energy portion of purchased power
hillings to customers. See Note 1[k| of the Notes to Con-
solidated Financial Statements for discussion of the EAC.

The decrease in the 1994 electnie revenues is attribut-
able 10 lower fuel costs collected through the EAC, lower
of f-system sales 1o other utilities and the effect of the mix
of sales between lower margin industrial customers and
higher margin residential and rural customers. Increased
total sales (excluding off-system sales) partially offset
the effects of the above items. The increase in electric
revenues for 1993 is primarily because of the higher sales
and increased recovery of fuel costs through the EAC,

Sce Note 3|a] of the Notes to Consohdated Financial
Statements for a discussion of Utilities” 1994 electric
rate case
Gas Revenues
Cras revenues increased or (decreased) as compared
with the prior vear as follows:

HN MALIGNS MO L S L
Cras revenues
Utihities $(15.3) $1409
Industrial Energy Applications,
Inc. (TEA) (LD o
$(16.4)  $14%
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Utilities” gas sales in therms (including trans-
ported volumes ), which also reflect the effects of weather,
decreased 2.7% in 1994 and increased $.3% in 1993,
Adjusting for the effects of weather, Utilities” gas sales
decreased 1L.8% and 1.5% in 1994 and 1993, respectively.
Ultilities” gas tariffs include purchased gas adjustment
clauses (PGA) that are designed to currently recover the
cost of gas sold. See Note 1[k| of the Notes to Consoli-
dated Financial Statements for discussion of the PGA.
Utilities” gas revenues decreased in 1994 primarily
because of lower gas costs recovered through the PGA
and, to a lesser extent, the effect of the lower sales.
Gras revenues increased in 1993 substantially because
of increased costs of gas recovered through the PGA,
the effect of gas rate increases that became effective in
September 1992 and the sales increase.
The decrease in TEAS gas revenues in 1994 also
reflects the lower price of natural gas. Despite an increase
of 16% i gas volumes, revenues decreased by $1.1 million

Other Revenues

Other revenues increased $14.1 million and $20.6 mil-
hon during 1994 and 1993, respectively, largely because
of increased revenues at Whiting Petroleum Company
(Whiting) and Diversified’s other subsidiaries. primarily
in the energy and transportation industries. In addition,
approximately $10 million of the 1993 increase related
to the acquisition of certain resort properties in March
1993; Diversified previously held an equity interest in

a company that owned the properties. Utilities” steam
revenues also contributed to the 1993 increase.

Operating Expenses

Despite an increase in the amount of Kwh generation
from a year ago, fuel for production decreased $1.8 mil-
hon in 1994 Largely because of lower average fuel prices
and the eftect of lower fuel cost recoveries through the
EAC, which are included in fuel for production, Genera-
tion at Ultilities” generating stations increased because of
the increase in clectric Kwh sales and because of increased
avaitlability of Utilines’ nuclear generating station, the
Duane Arnokd Energy Center (DAEC), which was down
for part of 1993 because of a scheduled refueling outage.
There were refueling outages in 1993 and 1992, but no

such outage in 1994, Fuel for production increased $14.3
million in 1993 because of increased availability of Utilities”
fossil-fueled generating stations, which experienced
extended maintenance outages in 1992, and because of
increased sales.

Purchased power decreased $24.7 milhon in 1994
because of lower off-system sales 1o other utilities,
increased generation at Utiliies” generating stations and
the expiration, in April 1993, of a purchase power agree-
ment with the City of Muscatine. Purchased power
increased $18.7 million in 1993, of which approximately
$14.7 million represents increased energy purchases and
approximately $4.0 million is a net increase in capacity
churges. The increase in energy purchases is because of
the increased Kwh sales, The increased capacity costs
reflect the contracts associated with the acquisition of
the UE seavice territory, partially offset by the expira-
tion of the purchase power agreement with the City of
Muscatine. (See Note 12[b] of the Notes to Consolidated
Financial Statements. )

Gas purchased for resale decreased $150 million
in 1994 because of lower gas costs and lower gas sales at
Utilities. Gas purchased for resale increased $7.6 million
during 1993 primarily because of increased per unit gas
costs at Utilities and the increased sales.

Other operating expenses increased $14.2 million
and $20.3 mullion in 1994 and 1993, respectively. The
1994 increase is primarily attributable to increases
labor and benefits costs, nuclear operating costs, former
manufactured gas plant (FMGP) clean-up costs and
information technology costs at Utilities, and increased
operating activities at Whiting. The 1993 increase is pri-
marily because of increased labor and benefits costs at
Utilities and increased operating activities at several of
Diversified's subsidiaries, including IEA and Whiting. In
addition, $9 million of the 1993 increase is attributable to
the resort properties acquired in March 1993,

Maintenance expenses increased $3.9 million and
$7.5 mulhon during 1994 and 1993, respectively. The 1994
ncrease s primarily because of increased labor costs and
mamtenance at the DAEC, partially offset by lower
mamtenance at Utilities” fossil-fueled generating stations,



The 1993 increase is primanily because of increased
mamtenance at Utilities” fossil-fueled generating stations
and the DAEC,

Depreciation and amortization increased during
both years because of increases in utility plant in service,
increased amortization and depreciation of oil and gas
properties and, in 1993, the acquisition of the UE tern-
tory on December 31, 1992, An increase in the average
gas utihity property depreciation rate, resulting from an
updated depreciation study, also contributed to the 1993
increase. Depreciation and amortization expenses for all
vears include $5.5 million for the DAEC decommssion-
ing provision, which is collected through rates.

The staft of the Securities and Exchange Commission
(SEC) has gquestioned certain of the current accounting
practices of the electric utility industry regarding the
recognition, measurement and classification of decom-
mussioning costs for nuclear generating stations in the
financial statements of electric utilities. In response to
these questions, the Financial Accounting Standards
Board has agreed to review the accounting for removal

costs, including decommissioning. 1 current electric utility

industry accounting practices for such decommissioning
are changed: (1) annual provisions for decommuissioning
coukl merease, (2) the estimated cost for decommissioning
couk! be recorded o a habibity rather than as acoumulated
depreciation, and (3) trust fund income from the external
decommuissioning trusts coukd be reported as investment
income rather than as a reduction to decommissioning
expense. H such changes are required, Utilities believes
that there would not be an adverse effect on its financial
position or results of operations based on current rate
making practices. (See Note 1{g] of the Notes to Consoli-
dated Financial Statements tor a discussion of Utilities’
proposal for collection of decommissioning costs neluded
in its current rate filing,)

Taxes other than income taxes increased $1.9 mil-
lion and $4.8 million during 1994 and 1993, respectively,
largely because of increased property taxes. The 1993
increase 18 redated, in part, to the acquisition of the UE
service (errtory

Interest Expense and Other

Interest expense increased $1.6 million during 1994 pri-
marily because of an increase in the average amount of
debt outstanchng. Interest expense decreased $1.0 million
in 1993 because of a lower average interest rate, partially
offset by an increase in the average amount of debt
outstanding. The lower average interest rate reflects

the refinancing of certain long-term debt issues at

lower rates and lower cost short-term borrowings out-
standing for interim periods between the redemption

of certain long-term debt series and the issuance of their
long-term replacements.

Miscellancous, net reflects income of $3.5 million and
$7.5 million in 1994 and 1992, respectively, and expense
of $2.9 million in 1993 The comparabuity of the years was
significantly affected by the following 1993 transactions:
(1) certamn property write-downs at Diversified, (2) a
contribution to the TES Industries Charitable Foundation,
(3) a loss on the defeasance of Industries’ debentures,
and (4) gains on the sale of assets at Whiting and TEA
aggregating $2.6 milhon, In 1994, a gain on the sale of an
investment by one of Diversified's subsidiaries, net of
lower interest income, also contributed to the increase in
income over 1993

Federal and state income taxes increased $4.5
mitlion and $13.2 million in 1994 and 1993 respectively.
The increase in 1994 15 largely because of the effect of
property related temporary differences for which
deferred taxes had not been provided that are now
becoming payable. The 1993 increase results from an
increase in taxable income and an increase of 1% in the
Federal statutory income tax rate. Adjustments of $1.5
mithon, recorded in the second quarter of 1992, 1o
previously recorded tax reserves also affected the
comparability of 1993 with the prior period.

Other Matters

I'he National Energy Policy Act of 1992 addresses several
matters designed to promote competition in the eleetric
wholesale power generation market, including mandated
open aceess to the electric transmission system and
greater encouragement of independent power production
and cogeneration. Although vanous states throughout the
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Operating revenues

\ Operating expenses
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et incomg
\verage number of common shares outstanding

Earnings per average common share

Balance at be

\«‘('

anning of year

Deduct

Balance at end of vear

Q F INC O ME

\i{*.l:“ ! L Ad¢
165,569 . { \

21

82968 ON.» e < .

785,864 s O f (

120,798

176,863

§2.841

86,378 {

46 308 14 .4 f

637.9131

147.933

46,010 14 } | 1 74
(3.91h
914
(3.472)
19.542
UK. 191
41 873

S 66.K18 }

IR.560

S 2. 34

$211.7580

66 K18

O UL S




CONSDODLIDATED BALANLCE SHEETS

Property, plant and equipment, at original cost
|
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158,115 147 95¢
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Capitalization and Liabilities

Capitalization ‘See Consolidated Statements of Capitalization ):

(ommon k

Current labilities

s

Long-term Lhabilities

Deferred credits

Commitments and contingencies (Note 12)

$ 373,
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591,
I8,
473,
1,083,

17
14,
100,
78,

248,
19

RS

$1.843,
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320
206
309
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Common equity

Cuoumulative preferred stock of TES Utilities T

Long-term debt:

00
000
A00
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5,000
L0060
00
RiLLLM
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000
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00
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HY6
00
00
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8 O0LIDATED S TATEMENTS Q¥ CAS M FLOWS

Cash lows from operating activities
Net Inco » 66,818 » » 48
Adjustments to reconcile net income to net
cash flows from operating activities
Dem W amort | 56,178 {
Principal } et ‘ [ O 16,246 |
1) es and tm \ ‘ 4.050 )
\ Refu » VISION 12,536 }
~ \ ¥ ‘v s [ (2.299) (824)
Otl 4,859 8,764
Other changes in assets and Habilities

X oy oy
\CC( ! | 6.777

P (1,184) Y
\ Vil 21.871 4
4,578
| ‘ (8.670)
' (6,582) 6, 36
I G 1.135 )
() 9.206 O
215,716
Cash flows from Bnancing activities
B | ) k (60.06%)
iy 320
Py ! 16,426 '
[ ! (6,233)
60140 ) )
| ! | (9.790)
1 3.000
| ‘ (16,304)
AL ‘
1t h (177
(1.883%)

Cash Hows from imvesting activities

(138,829)
( (62.723) |
(5.832)
1) (16,157) 4
(4.956)
N.X03
1.089
(216.305)
Net increase (decrease) in cash and e mporary cash investments (2.472)

Cash and temporary cash investments at beginning of vear AGS

-

Cash and temporary cash investments at end of vear $ 993 \ } 3

Supplemental cash How information

S 47.094

S 36,097

S 14,297
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[e] Temporary Cash Tovestments - Tomporary cash imvestments are
stted at cost, which approximates market vilue, and are considerned
cash equivalents for the Consohidated Stitements of Cash Flows
These investments consist of shortderm hguid investments which
have maturities of kess than %0 days from the date of acquisition

(1] Deprecistion of Utility Property, Plant and Fquipment - | b
wverage rates of deprecistion for electric and gas properties of Uitilities,
inchuching Ultilities’ nuckear generating station, the Duane Arnok! Foergy
Center (DAEC), which is being depreciated over 4 36-year Iife using

a remaining life method, consistent with current rate making prctices,
were as follows

1994 1993 1992
Electric 3.6% 1L5% 1.5%
Gias y A% 3.5% 30%

2] Decommissioning of the DAEC- Included i Utilities” proposed
elecirie rte increase discussed 10 Note 3 a| s a proposal to increase
the annual recovery of anticipated costs 1o decommission the DAEC
ter approxumately $9 million annually from the current level of $5.3
mithion. Decommissioning expense 15 included in * Depreciation and
amorhization™ i the Consohidated Statements of Income and the
cumulative amount is included in “Accumulated depreciation” in the
Consohidated Baly oe Sheets 1o the extent recovered through rites
The propeosal is based on the following assumptions: 1) cost fo
decommumssion the DAEC of $252.7 million in 1993 dollars, based

on the Nuclear Regulatory Commupsion (NRC) minimum formuls
(which excoeds the amount in the curret site-spectlic study completed
i 1991 2 inflaion of 491% anmually (o the vear 2004, when decom-
massioning is expected 10 begin: 1) the prompt dismantling and
removal method of decommssioning: 4) monthly fnding of all future
collections it external trust funds and Tunded on a tax qualified basis
fo the extent possible: 3) an sverasw after-tax return of 6.52% for all
extermal mvestments; and 6) collection of the costs on o stranght line
basis, in real terms, through 2004 Current levels of nile reconery: 1)
o not recognize estimated titure inflation for the entire petiod prior
o commencement of the decommussioning process, 2 assume that
decommussiomng begins in 2000, and 1) provick recosery on a straght-
line basis without considering the effects of inflation. Al December 31,
199, Uthimes hawd $308 mullion mvested in external decommssioning
trust funds s mdicated i the Consolidated Balance Sheets, and aiso
Bkl an internal decommssioning reserve of $217 mullion recorded as
aceumlated depreciation Farmings on the external trust funds, which
were $1O anilhon in 1994 are reconded as interest tncome and a corre
sponding interest expense pavable to the fumds is recorded. The carings
accumulate in the axtarmal trost fund balances and in accumdated
depreciation on utilivy plani

Ny | e ————"

See “Munagement’s Discussion and Analysis of the Results of
Operations and Financial Condition™ for a discussion of industry issues
rasedd by the staff of the SEC and a Financial Accounting Standards
Board review reparding the electne utihity industry method of account-
ing for decommissioniig costs.

[h] Atlowance for Funds Used During Constraction - [he allowance
for funds used during construction (AFC), which represents the cosi
during the construction period of fusds used for construction pus.
poses. is capitalized by Utilities as a component of the cost of utility
plant. The amount of AFC apphicable to debt funds and to other
(equr v ) funds, a non cash ttem. s computed in accordance with the
preseribed FERC formula. The aggregate gross rtes used by Utilities
for 1994- 1992 were 93% , $7% and 9.2% . respectively

[i] Ol and Gas Properties - Whiting Petroleum Company (Whiting),
i wheolly -owned subsidiary of Diversified, uses the full cost method of
accounting for its oil and gas properties. Accordingly. all costs of acgui-
sition, exploration and development of properties are capitalized.
Amortization of proved ol and s properties is caloulisted using the
units of production method. At December 31, 1994, capiialized costs
less related accumulited “mortization do not exceed the sum of (1)
the present vislie of future net revenue from estimated production of
proved oil and gas reserves (calclated using current prices ), plus (2)
the cost of properties not being amortized, if any: phus (3) the lower
of cost or estimated fur vidue of unproved properties included in the
costs heing amortized, if anv, less (4) income tax offects related to did-
ferences i the book and tax hasis of oil and gs properties. See Note
12[1] for a discussion of dismantiement and abandonment costs issog) -
ated with certam ol andd gas properties.

1§} Operating Revenues - Uhe Company scotues reventies for services
rendered but unbilled at month-end 10 order 10 more properly match
revenues with expenses

K] Adjustment ¢ tauses- U tihines” tard (s proside for subsequent
adjustments toits electric and naturml gas ites for changes in the cost
of fuel and purchased eoergy and a the cost of natural gis purchased
for resake Changes i the underfover collection of these costs are
reflected 1 Fuel for producticon” and “Cias purchased for resale” 1n
the Consolidated Statements of Income. The cunulative effects are
reflected in the Consolidited Balance Sheets as a current asset of cur-
rent llity, pending automatic reflection 16 future billimgs 1o customers.

1] Accumulated Refueling Outage Provision < The TUB alkows
Utilities to collect. as part of ity base revenues, funds 10 ofiset other
operating and maintenance expenditures incurred during refueling
outages ot the DAEC As these resenues are collected, an equivikent
amount s changed 1o other operating and maintenance expenses with
a corresponding crodit to o neserve. Durning a refueling outage, the

reserve is resersed 1o offset the nefuching outae expenditures
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Pursusnt 10 the provisions of SFAS 71, certain adjustments to
Utilities” pension provision are necessary to reflect the accounting for
penston costs allowed in its most recent mate cases

The components of the pension provsion [or the years ended
December 31, were as Tillows
TN THOUBAND N 1994 199 1992
$ SB6) 5 4342 § 4509

Service cosl

Erterest cost on projected
henefit obhygiton 4 11,431 11314 10219

Assumed returm on plans’ assets (12,593 (12,363 (11.872)

Amartization of unrecognized gan (180 (767) {135)
Amortization of prioy service cost 1,354 1,213 956
Amortization of unrecogmzed plans

assats s oof Jaouary |, 187 [RER}} (Ax9) {389)
Pension cost » §542 3.3%0 330K
Adjustment 1o funding kevel (5431 (2.940) Jud
Mokl pension costs pud 1o

the Trustees -l $ 111§ 410 § 3602
Actual returm on plans’ assots $  (97) $12880 § RU4u

A reconcilintion of the Tunded status of the plans 10 the amounts
recognized i the Consoldated Balance Sheets al December 31, s pre-
setted below

(DOLLARSE (N YHOUSANDS) 1954 1993
Fair market value of plans’ assets $167,838 §$176.938

Actuarial present value of boaatits
rendened (o date -
Accumiilated benefits hased on compensation
to date, mcluhing vested benetits of
SO ARIO00 and $102 621000, respectively TOR.SRS 112561

Additiong] benefits basedd on estimated
future silary keveis

40146 43671

Projected benefit obligation 148,731 156,234
Plans assets in excess of projected
benetit abligion . : 18804 20701

Remaining unrecopnized net st
existing ol January 1 1987 being

amortized over 20 years (3844) (4177
Unrecogmized praor servics gost 1R2680 16985
Ulnrocogrized net gain _ (34,4200 (29278)
Prepunt (sccrued ) pension cost recogmzed

10 the Consoldated Balance Sheats ﬂl.l“’ $4.241

e et i
Assumed mte of return, all plans K00 RO0%
Weighted avernge dncount rate of progected
brenefit oblgation, all plans R.28% 7.80%

Range of assumed rates of increase in fulure

compensation levels for the plans 0-K78% 40275,

P e e e oA

b Other Postemployment Benefit Plans - The Company provades cer
in benefits 1o retirees { primarily health care benefits). Through 1992,
the Company expensed such costs as benefits were paid (82.2 million
for 1992, which was consistent with rate making practices at that time.

Fifecuve January 1, 1993 the Company adopted SFAS 106, which
reguires the acerual of the expected cost of postretirement benefits
ather than pensions during the emplovees” years of service. The IUB
has adopted rules stating that postretirement benefits other than pen-
sions will be included in Utilities” rates pursuant to the provisions of
SFAS 106, The rules permit Utilities 1o amortize the transition obliga-
ton as of January 1. 1993 over 20 years and require that all amounts
cothected are 10 be funded into an exteraal trust 1o pay benefits as they
hecome die Beginning in 1993, the gas portion of these costs is being
recovered in Utilities” gas rates. and s funded n external trust funds.
The TUB has adopited a rule hat permits a deferral of the incremental
clectre SEAS 106 costs until e earlier of: 1} an order i an electric
mte case. o 2) December 31 1995 Accordingly, pursuant 10 the provi-
sions of SFAS 71, Utilities had deferrod $5.6 million of such costs at
Diecember 31, 1994 Utilities has reguested recovery of these costs in
the clectric e case discussed in Note 3a).

The transition obligation for the non-regulsted operations was
expensed in 1993 and s reflected in other operating expenses.

The components of postretirement benefit costs for the years
encled December 31, were as follows:

(N THOUSANDS) 1994 1993
Service cost | < S1E3IE 5] 744
Interest cost on accumulated pmmmmmml
benefit obligation. . . . ... L 3278 3,363
Actusl return on plans’ assets . .. L s “n e
Amortization of transition obligation existing at
Jamary 1, 1993 for repulated operations . .. 2,024 2024
Amortization of unecognized asset kws. an —
Amortization of unrecognized gan . L o -
Amortization of pror service cost . . 19 —
Write-off of transition obligntion existing at
January 1. 1993, for non-regulated operations . — 140
Postrotirement benefit costs. . . s 709 KS6S
Less: Deferred postretirement beneht costs . 2932 2 858
Net postestirement benefit costs 54.33! $5.707
oo st IR e
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A recancihation of the funded status of the plans to the amounts
recognized in the Consohdated Balance Sheets at December 31, s
presented bekow
(DOLLARSE W THOUBANDS) 1994 1990
Fanr market valoe of plans’ assets $ L1278 LN
Accumulited postretirement benefit obligation:

Active employeos not yet chigible 18896 19002

Active emplovees eligible . o - £.306 4,294

Retirees . ‘e 18,602 20739
Total mecumulated postretirement

hemndit obligation 42,804 44108

Accumutlated postretirement benetit obligation

I excess of plans’ assets @16T7T)  (42.054)

Unrecognized tnansition obligation = 3043 3846}
Unrecognized net guin 5,703 (1,175
Unrecognized prior service cost SRR .
Accrued postretirement benefit cost in the
Consolklated Balance Sheets $(10.771) § (5.666)
Assumed mite of returm i K08 8 .00%
Weighted averige dimcount rate of accumulated -
postretirement bonefit obligation _ B2S%  TS0%
Moathical trend on peid charges: o
anitial tread mte. 1LOB:  12.00%
Ultimate trend rute 6.50  6.50%

The assumed medical trend mtes are critical assumptions in
determimng the service cost wnd accumulited postretirement benefit
obligition related to postretirement benefit costs. A 1'% change in the
medical trend rates. holding all other assumptions constant. woukl
have chunged the 1998 service cost by $1.0 milhion (20% ) and the
accumulisted postretirement bendit obligation at December 31 1994,
by $6.8 millon ( 16% ),

On January 1, 199, the Company adopied the provisions of
SFAS 112, "Employers’ Accounting for Postemplovment Benefits
and ity adoption dhd not have a material effect on the Campar,,
financial position of results of operations

P p————— E— R RERS———— P — e e e aEEa et s

. COMMON SBTOCOK
The following table presents information relating 10 the issuance of

common stock
NUMBER OF

BHMARES
(DOLLARS IN THOUBANDS ! OUTSTANDING AMDUNY_
Balance, December 31, 1991 24298 807  $260414
Stock plan ssusnces® 404,324 11,473
Shares ssued in connection with
the Whiting menger K53 .K32 7,923
Balance. December 31,1992 25,556,963 279,810
Public offering 2,300,000 66,558
Stock plan ssuances®. 447225 13,936
Balance, December 31, 1993, 28,304, 18K 360,301
Shares ssued in connection with
acgumsition of Okie Companies 139,102 4,027
Purchases of treasury stock (213.300) (6,233)
Stock plan ssuances®. Bl G 547.056 15,395
Balance, December 3, 1994, . 28777046  $373,490
Shares reserved for ssuance pursuant
1o the Company's stock plans ot
December 31, 1994% 2,457,397
_——m==

* Drvidend Reinvestment and Stock Purchase Plan. Emplovee Stock Purchase
Plan. Emplovee Savings Plan, Long-Term lncentive Plan of 1987, [ES Bonus
Sterck Ownership Plan and Whiting Stock Option Plans

In 1994, Industries issued 139102 shares of its common stock for
the purchase of certain companies, collectively referred to as the Okie
Companies, n i transaction that was sccounted for as o purchase. The
Okie Companies hokd ol and gas properties in the United States and
are now wholly-owned subsidiaries of Whiting

During 1994, Industries reacquired 213300 shares of its common
stock on the open market, at an average price of $29.22 per share, which
wore subsequently msued to the Dividend Reinvestment Plan and cer-
tan of its benedit plans. At December 31 1994, no shares remained held
as treasury stock

I the first quarter of 1993 Industries sokd 2.3 million shares of
its common stock 0 @ public offering. The shares were priced at $30
per share, Net proceeds 1o Industries from this sake were approximately
$407 milhon



. PREFERRED AND PREFERENCE STOEK
Utilities has 466,406 shares of Cumulative Preferred Stock, $50 par
vithue, authorized for issuance at December 31, 1994, of which the
6.10% , 480% and 4,30% Series had 100000, 146406 and 1200600
shares, respectively, outstanding wt both December 31, 1994 and 1993
These shares are redeemable @t the option of tilities upon 30 days
eitice a1 $5100, $50.25 and $51.00 per share, respectively, plus
acerued dividends

Thete are SOO0000 shares of Industrnies Comulative Preferred
Stock (no par value ) and TOO000 shares of Utilities Cumulative
Preference Stock (3100 par value ) authotized for ssuance, of which
none were outstanding at December 31, 1994,

oEBeT
EW'M Debt- Utilities” Indentures and Deeds of Trust secur-
g its Fiest Mortage Bonds constitute direct first mortgage hiens upon
substantially all tangible public utdity property. Utilties” Indenture
and Deed of Trust secuning its Collateral Trust Bonds constitutes a
second lien on substantially all tangible public atility property whik:
First Mortgage Bonds remain outstanchng.

Dhiversified has & viriable rte credit facility that extends through
Nowember 9, 1997 with 1wo one-vesr extensions available to Diversified,

The facility also serves as u standby agreement for Diversified’s commer -

cinl paper progeun. The agreement prevides for o combined maximum
of $150 million of borrowings under the agreement and commercial
paper 1o be outstanding at any one tme. Interest rates and maturities
are set at the time of borrowng for direct borrowings under the agree-
ment and for wsuances of commercial paper The anterest rate options
are based upon gquoted market rates and the maturities are less than
o vear. At Decembor 31,1994, $12 million was borrowed under this
facility, bearing an mterest rate of 6.44% . maturing in January 1995,
Driversitied also had $68.5 milthon of commercial paper outstanding at
December 31, 1994, with interest rates mnging from 6.27% to 6.38%
and maturity dates in the first guarter of 1995 which was also sup-
ported by the tacility. Diversified infends (o continue borrowing under
the renewal options of the facility and no conditions exist at December
3L 1994, that woikd prevent such borrowings. Accordingly, this debt is
Classitied as fongterm in the Consolidated Balance Sheets

Sotal sinking fund requirements, which Utilities intends to meet
by plecging sdditional property under the terms of Utilibes” Indentures
and Dieeds of Trost, and debt maturities for 19951999 gre i Tollows:

(N THOGUSANDS) DEBT MATURITIES

DEBT O8UE 1995 1996 1997 1398 1999
Utilities.
Sinking fumnl
requirements  § 7808 630 § 550 § 550§ S50
Pollution
control, . 140 140 140 140 140
Series W . 50,000 — — et —
Series X S0.000 —_ J— - v
Series J . . — 15,000 - - —
6-1/8% Senes .- - K.000 — -
Series 2 . .. - - — 80,000
Diversilied:
Varubie rate
credit facihty 80,500 -- S Ly o
Other
subsicdiaries’
debrt ' 282 305 ERY| 357 10,293
Total. . ... .. SIKL702 $16,075 $9.021 $1.047 $61.083

The Company intends to refinance the majority of the debt
maturities with long-term securities,

Ib] Long-Term Debt of McLeod, Inc.- Diversified has o $7.5 millon
investment in Class B Common Stock of McLeod, Ine. (MeLeod).
which represents & voting interest of less than 20%  McLeod provides
local and long-distance telecommunication Services 1 business cus-
tomers and other services related to fiber opties. In 1994, Diversified
entered into an agreement whereby it will guarantee $6 mitlion under o
credit facility between McLeod and ns bankers. Diversified w paid an
annual commitment fee and recerves options 1o purchase sdditonal
shares of Class B Common Stock for as long as the guaraniee remains
outstanding. At December 31, 1994, MclLeod had $35 milhion out-
standing under its facility.

[¢] Short-Term Debt- Al December 31 1994, the Company had bank
lines of credit aggregating $777 milhion (Industries-$1.5 million,
Utilities - $677 million, Diversified-$75 million and Whiting -$1.0
million). Utilities was using $37 million to support commercial paper
(weighted average interest rate of 6.13% ) and $77 million o support
certan pollution control obligatons. Commitment fees are pad 10
maintain these ines and there are no conditons which restoct the
anused hines of credit, In ackdition 10 the above, Utilities has an uncom-
mitted credit facility with o fiaancial institution whereby it can borrow
up 1o $40 million. Rates are st at the time of borrowing and no fees
are paid 1o mamtam this facility. At December 31 1994, there were no
borrowings undker this facility. Utilities also has o letter of credit i the
amoant of $34 aillion supporting two of its variable rate pollution
control obligtions



. ESBTIMATED FAIR VALUE OF

FINANCIAL INBTRUMENTS
The estimated fair values of financial instruments at December 31,
1994, and the basis upon which they were estimisted are as follows:

8] Current Assets and Current Liabilities - The carrving amount
approximates fatr villue because of the short maturity of such linancial
instruments

b} Nuclear Decommissioning Prust Funds - The carrving amount
represents the fair value of these trust funds, as reported by the trustee
On Janvary |, 1994, the Company adopted SFAS 115, “Accounting for
Cortam Investments in Debt and Fquity Securities.” This standard,
which applies to Ultilities' nuclear decommuissioning trust funds, requires
thiat unrealized gins and ksses on such mvestments be inchded in the
reported balance of such investments. Al December 31, 1994, the bal-
ance of the “Nuclear decommmissioning trust funds” as shown in the
Consolilasted Balance Sheets included $O8 millom of unrealized losses
on the investments hekd i the teust funds. The accumulated reserve
for decommissioning costs was adjusted by a corresponding amount
and there wis no effect o net ICOME Of CEININES Per AVETage Commen
share from adopting this standard

fe| Comulative Preferred Stock of Utilities - The estimated farr value
of this stock of $HE2 milhon s based upon the market viek] of similar
swourities.

4] Loog-Term Debt- The carry ing amount of long-term debt © <
57 million compared 1o estimated fair vidue of $551 milbon. The esti-
mated fair value of long-term debt s based upon guoted market prices
Since Lluilities s subject 1o regulation, any guns or kosses related o
the difference between the carrying amount and the fur value of finan
cial instruments may not be realized by the Company s shareholders

. COMMITMENTSE AND CONTINGENTIES

[a] Constraction Program - The Company's construction and acqguis)
ton progeam anticipates expenditures of approximately $202 millon
for 1995, which includes $163 anilion at Utilities and $39 millon at
Diversitied In ackhition to the $163 million, Utilities anticipates expen
chitures of approximately $13 midhon for mandated eneny: - eifioency
programs. These expenditures will be deferred pursuant 10 TUB rules
as chiscussed in Note 3{h|. Substantial commitments have been made in
conmection with all such expenditures

] Purchise Power Contracts - In connection swith the acquisitien of
the UE properties discossed i Note 2, Utilities i purchasing power
from U'E under a lirm capacity contraet with o 1995 requiroment of
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100 Mw of delivered capacity decliming to 60 Mw in 1997 Utilities will
also purchase an additional anoual maximum intecruptible capaaity of
up 10 54 Mw of 25 Hz power, which extends through 1998 and will
continue thercafter unless ef’her party gives a three-year notice of can-
cellation. The costs of cappaity purchimes for these contracts are reflected
n “Purchased power” in the Consolidated Statements of Income.

Utiities has a contract o purchase capacity of 50 Mw from the
City of Muscatme for the period May 1, 1995, through October 31,
199 Utilities has also entered into an agreement with Basin Electric
Power Cooperative to purchase capacity of 50 Mw, 758 Mw, 100 Mw
and 100 Mw during the annual six-month summer season for the years
1996 through 1999 respectively

Total capacity chanes under all existing contmets will approx: -
mate $16.3 million, $14.3 milhion, $12.3 mitbon, $4.7 million and $34
mulhon for the years 19951999, respectively.

[¢] Coal Comtract Commitments - L tilines his entered ito coal supply
contracts which expire between 1996 and 2001 for its fossil-fueled
enerating stations. At December 31, 1994, the contricts cover approxi-
mately $199 millon of coal over the life of the contracts, which includes
$50 mithon expected 10 be incurred in 1995 Utilities expects 10 sup-
plement these coal contracts with spot market purchases to fulfill its
future fossil fued needs,

] Information Technology Services- The Company entered into an
agreement. expirmng i 2004, with Electronic Data Systems Corporation
(EDS) for information technology services. The contraot is subject 1o
dechining ternunation fees. The Company's anticipated expenditures
under the agreement for 1995 are estimated 10 be approssmately $9.5 ol
lion. Future costs under the agreement are variable and are dependent
upon the Company's level of usage of technological services from EDS

] Nuclear Insurance Programs - The Price: Anderson Amendments
Act of 1988 (198K Act) provides | tilities with the benetit of $8.9 billion
of public Hability coverage consisting of $200 million of isurance and
$E7 billion of potential retroactive assessments from the owners of
nuckear power plants. Based upon its ownership of the DAEC, under
the 1985 Act. Utilities could be assessed a maximum of $793 million
per nuchear incident, with a maximum of $10 milhon per vear (of which
Utilities” 70% oswnership portion wouk! be approximately $55 million
and 87 milhion, respectively ) if losses relating to the incidents exceeded
$200 mulhon. These lmits are subject o adjustments for inflation

n future yeurs
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Linlities s o member of Nuclear Electric Insurance Limited
(NEIL), which provides msurance coverage for the cost of cortam prop-
erty kases at muclear generating stations and for the cost of eplacement
power during certam outages. Companies nsured through NELL are
subjgect 1o retroactive premom adjustments i kosses exceed accumubisted
reserve fueds. NE LS sccumulated reserve funds are currently sufficient
tor mione thisn comar s expesare m the evant of a single incident uikder
the property damage or replacement power covergass. However, Utilities
coukd be assessed annually o rsaximum of $8.5 million for certan prop-
erty hosses and $07 mithion for replacement poswer of NETLS losses relat
g (o seokdents excveded s accumulated reserve funds. Ultiities i net
aware of any losses that it belieses are hkely 10 result in an assessment

111 Envieonmental Liabilities - The ©ompany has recorded eovinon
mental labilities of approxamately $44 million, mclading $54 milhon is
current babihties, m s Consolidated Balance Sheets at December 31,
1994 The signaficant tems are discussed bokow

Former Manuluctured Gas Plast (FMGF) Sites

Utilities has been namied as o Potontially Responsible Party (PRP)

by either the Town Department of Natural Resources (IDNR ) the
Minoesots Pollution Cantrol Agency (MPCA ) or the United States
Eovironmental Protection Agency (EPA) for 28 NG sites. Ulilities
believes that it s not responsible for two of the sites for whach 1t has
heen designated a PRP. Utilines has another FMOGP site for which it
has not wet been formudly designated as o PRP Ltilities s working pur

suant 10 the wegquirements of the TDNR. MPCA and EPA 10 mvestigaite,

mitigate, prevent and remedinte, whoere mecessary. damage 1o property,
mcluding damage 1o natural resources, ot and aroud the remaining 27
sites i order o protect public health and the environment. In addition,
Utilties i recently become aware that two ackhinonal sites may cust,
but it has not vt been able 1o determine if any habality may exast
Litlines has completed the remeduation of three stes and is m
visrious stages of the mvestigstion and/or remoediation processes for 22
sites. The wvestigation process 1§ seheduled 10 begin in 1995 or 199%
fon the twor other sites. In 1994, Utiities recerved updiated investigation
reports on @ number of sdes, which, at some sites. inchcated a greater
volume of contamimated soil, surface and ground water needing Treat
ment, and @ greater wolume of substanees reguaring ligher cost inciner
shon, (hin was anticipated 0 poor estimates. 1 s possible tha tuture
coml estimiates will be greater than the current estimates s the invest
wtion preocoss proceeds wnd as additional facts become known
Uitibeties has recordhed environmontal labilities relsted to the
FMOE sites of $31 nuthion (including $4.3 million as current labwlities )
at December 311994 These aravunts are based upon Utilities” best
current estimate of the amonm 10 be incurred for imvestigation anxd
resmediation costs for these sites where the mvestigiion process has
boen of 1 substaphally completod. For those sites where the investign
ton s i its carbier stages o has ot started. the labslity roprosents the

i of the estimated) cost aunge AN imvestigations sie expected

1o be completed by 1999 and site specific remediations, hased on rec-
ommendations from the IDNR, MPCA and EPA, are anticipated to
he completed within three years after the completion of the investig -
tons of each site. Unilities may be required to monitor these sites for
a numbier of yeaurs upon completion of remedistion, as is the case with
the three sites for which remediation has been compheted.

Utilities has begun pursuing covernge (or imvesuggation, mitigation,

prevention, remediation and monitoring costs from its insumnce carmers
andd s ivestgating the potential for third party cost shariag for FMGP
mvestigation and clean-up costs. The amount of shared costs, i any,
cun tiot be reasonably detormimed and, accordingly, no potential sharing
has been recorded at Decersber 31 1994 Regulatory assets of $310 mal.
lon have been recorded in the Consolidated Balance Sheets, which
reflect the future recovery that s beng provided through Utihines’
rites. Considening the mite treatment sliowed by the TUB. management
believies that the clean-up costs incurred by Utilities for these FMGP
stes will not have a material adverse effect on s financial position or
results of operations.

National Foergy Policy Act of 1992

The National Foergy Policy Act of 1992 requines owners of nuclear
power plants o pay & special assessment into o “Uranium Ennichment
Decontamination and Decommupsioning Fund” The assessment is
hased upon proor nuckear fuel purchases and, for the DAEC, averiges
S04 milhion nonually through 2007, of which Utilities” 0% share s $1.0
milhon. Utilities s recovering the costs assocuted with this assessment
through its cheotric fuel adjustment Clases over the period the costs are
mssessed. Utilines” 0% share of the future assessment. $12.0 million
pevable through 2007, has been reconded as a liability i the Consolidated
Balance Sheets, ncluding $O8 million ichuded in “Current habilities
Foovironmental habilities” with a related regulatory asset for the unre.
vowered amount

Ol and Gas Properties Dismantiement and Abandonment Costs
Whiting s responsible for certun dismantiement and ahandonment
vosts related 10 vanous offshore oil amd g properties, the most signifi-
cant of which s kcated off the coast of Califorma. Whiting sccrues
these costs us reserves are extracted and such costs mre included in
“Deprecution and amortization” i the Comolidated Statements

of lnwome. A gorresponding eavivonmertal lability, $0.0 nillion
December 31 1994, s been recognzed 10 the Consolidated Balance
Sheets for the camulative smount expensed,

1] Clenn Aie Act-The Clean Air Act Amendments Act of 1990 (Act)
requites emssion wductons of sulfur diossde and atrogen oxades 1o
achieve reductions of stmosphienic chemcals believed 10 cause aoxd min
The prowpsions of (e Act will be smplemented in twe phiases with Phase |
affecting two of Litthines” units beginming in 1995 ax! Phase 1) atfecting
all units begrmning i the vear 20000 Utihities won the process of com

pleting the modifications necessary 1o meet the Phiase | reguirements



Ulnilities expects 1o meet the requirements of Phase 1 by switch-
ing 1o fower sulfur fuels and through capital expenditures primarily
related 1o fuel burning equipment and botler modifications. Uniities
estimates cupital expenditures wl approsimately $22.5 milhon, incluchng
$44 millon in 1995, in order 10 meet the reguirements of the Act.

Ih] FERC Order No. 636-The FERC msued Order Noo 636 (Order
636) in 1992 Order 636, s moditied on reheanng: 1) requires Utilities”
pipeline supphiers o unbundle their services so that gs supphes are
obtmned separtely from transportation service, and transportanon
and starage services are operated and billed as separate and distinet
services, 2) reguires the pipeline supphiers 1o offer “no notice” trans-
portation service under which firm transporters (such as Utilities) can
receive delivery of gas up to thetr contractual capacity level on any day
without prior scheduling: 1) allows pipelines to abandon long -term
{one yoar or more ) transportation service provided 1o a customer
wnder an expiring contrict whenever the customer fails to match the
Haghest mte and longest term (up to 20 years) offered 1o the pipeline
by other customers for the particular capacity: and 4) provides for a
mechanism under which pipelines can recover prudently incurred tran-
sition costs associated with the restructuring process. Utilities has
enhanced pocess 1o competitively priced gas supply and more flexible
transportation services as o result of Order 636, However, under Ornder
636, Untilities s reguired to pay certain transition costs incurred and
billed by its pipeline supplicrs

Unlites three pipeline suppliers hive mide filings with the FERC
10 begin collectng their respective transition costs, and acklitional 1l
mgs are expected. Ltilities began paving the transition costs in 1993,
and, at December 31, 1994, has recorded o hability of $80 million for
thime transition costs that have been incurred by the pipelines 1o date,
mecluching $30 million expocted o be billed through 1995 Utilities
currently recovering the transition costs from s costomers through
15 Purchised Gias Adjustment Clauses as such costs are billied by the
pipehnes. Transiton costs, i additon 10 the recorded labiiny, that
may ultimately be charged to Utilities could approximate $10 mithon
The ultimate fevel of costs 1o he Milled 1o Utilines depends on the
pipehnes’ filmgs with the FERC and other future events, including the
market price of natural gas. However, Utilines belioves any transition
conts that the FERC would allow the pipelines to collect from Utilines
wonikd be recovered From its customens, hased upon reulstory treatment
of these costs currently and similir past costs by the TUB, Accondingly,
regulatory assets. i amounts corresponding 1o the recorded labilitios,
have beon revorded 1o reflect the antcipated recovery

. MOINTLY OWNED ELECTRIC UTILITY PLANT
Under pourst owenership agrecments sith other fowa utilities, Utilities has
wnchivided ownership mterests injointhy owned ekectne generting sta-
tons and telated trunsmssion Geilities. Each of the respective omners
i rosponsible for the Bnancing of s portion of the construction costs

T e
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Kilowatt-hour generation and operating expenses are divided on the
same basis as ownership with cach owner reflecting its respective costs
i its Statements of Income. Information relative 1o Utilities” ownership
nterest in these facilites at Decembier 311994 s as follows:

OTTUMWA NEAL

(OOLLARS N MiLLIONSE) CAKC N UNIT 3
Utility plant in service. . . . . . ., $4908  $1879 $55.5
Accumulated depreciation $2424 § R06  $25.7
Construction work inprogress .. § 53§ $13
Plant capacity -Mw v ol <ldn 515 716 s15
Percent ownership . . . . -7 70% 48% 28%
In-service date . ) 1981 1975

. BEGMENTS OF BUSINESS

The principal business segments of Industries wre the generation,
transmission, disteibution and sale of electric energy by Utilities and
the purchase, distribution and sale of natural gas by Utilities and
Industrial Energy Applications, Inc., a wholly-owned subsidiary

of Diversified. Certamn financial information relating 1o Industries’
significant segments of business is presented below:

VEAR ENDED DEQEMBER 3

(N THOURANDS ) 1994 1993 1992
Operating results: '
Revenoes:
Electric $ 837327 § 550521 § 462,999
Coas . . o L 165,569 151,923 167,082
Operating income:
Flectric 125,487 125,994 90.89)
G, ., y ‘ 8,762 12,673 9,164
Other information:
Depreciation and
Amortization
Electric : 6K.640 63,832 §4.707
G . . Moy 6.214 5,186 4024
Construction and acquisition
expenlitures:
Electric 99,543 84,720 154902
Cras LEN B : 12,719 12,582 17,223
Asuets:
ldentifiable assots
Electric 1,347,024 1 288505 1,226614
Cias T 192,397 16K 800 147 305
1.839.421 1457305 13740009
Onher corporate asseis M4 508 242,514 220373

Total consolwdated

nssets SR OR9 5| HV9. K1Y $1.504 382
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SBELECTED CONSOLIDATED FINANCIAL DATA

31,978 19,006 37,038 37,129 36.4%6 40,080

lmmﬂﬂ«! volumes ) (X0s)

* Inclwdes the efhcts of o 806 millis pre-dux gain on sale of Telecom & USA yiock
** fanhwbes 361 mllion por the woguisttion of the bowe seevice servitory foom [Union Eleciric Comprany
05 ctades $Y 0 mallvon of wcguisitions from affiliared companies

1994 1993 1992 1989 1990 | 9B9
Income statement data (000'):
Operaang revenue . . . . . . ..., $ TR5ER64 § ROL266 § 678296 § 661538 § 624214 § SOUK3R
. Operating income . . . ... ... . 147,933 151,269 109,024 103,357 98,043 106,592
b e R R 66818 67,938 48,711 44,657 80,330 53,565
Common stock data (per share
except percentages):
Barmings. . .. ... ... .... § 234 3§ 245 % 192 § 185 § 337 3 2.27
Dividends declared . . . . 2.10 2.10 2,10 2.03 1.82 1.77
Return on average common eqguity . 11.5% 12.4% 10.3% 9.7% 18.4% 13.2%
Market price at year-end . $ 2828 $§ 3125 § 2950 § 2728 § 27175 8 2163
Book value ot vear-end . . % 20.56 20.21 18.89 19.07 19.18 17.52
Ratio of market price 1o book value
syemc-end . . . ..o 123% 155% 156% 143% 145% 158%
Capitalization:
Common equity . . TR §0% 51% 48% 50% $3% 49%
Preferred and preference stock - 2 2 2 3 3 4
Long term debi AT 4% 47 50 47 44 47
LU 100%  100% 100% 100% 100%
Other selected financial data:
E Tonal assets (000%) . . . . ... .. $1LB43.989  $1.699819  $1.594.382  $1.448492  §1.400802 $1.342,618
| Non-utility assets (000%) . . . 195,621 152,841 155,144 145,283 141,739 127,684
Long-term obligntions ((00s) . 626,011 §77.611 553,257 507,921 462,798 472,760
Construction and acquisition
expenditures (000%) ~c 201,582 163,644 191 834+ 119,821 103,154 87,381
Times interest carned belore
income taxes L 3.38 138 2.63 2.69 4.45 3.10
Selected financial data for
TES Utilities Inc.:
Utility plant in service ((005) . $2,042,179  $1932558  $1.852.733  §1.680,108 $1.5K7.886 §1.475550
' Accumulated depreciation (OO0%) . BRO.888 813312 759754 691015 639211 579,160
Constroction and acguisition
} expenditures (0005) L 1480624+ 113212 170.013%% 105,009 95,075 79919
Timnes mterest earned before
' income tas ... 3.9 164 2,67 2.93 3.04 3.36
Flectric Kwh sales
{excluding off-system) (00%) . . . 9,291,878 8,905,522 7.132,671 7.244.208 6. 880,136 6671 474
Cins [th sales (including
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ELECTRIC OPERATING COMPARISON

o
1994 1993 1992 1991 1990 1989 o:;::r:-'n
Operating revenue (000');
Residential and Rural - . . . . . . $200.629 $206.561 $177.625  $189,194 $185302 S175.899
Commerctal . ., .. vy 146,086 145,898 124,829 124,320 119,908 112,662
Industrial . . . . . .. s 143,944 137,598 103,886 100,733 97,788 94,222
Street lghting and public authorities . 6.504 6,098 5410 6.332 6,478 6,282
Total from ultimate consumers . 497,163 496,152 411,750 420,579 409476  3R9,065
Salesforvesale . . . . ... ... ... 19,195 20,254 18.602 19.745 19,582 18.214-
Off-system. . . . . . . 18,077 29,400 28,304 36,596 31,144 28,281
OMher. ..y o i e e 2,892 4718 4.343 5,658 3.047 2,973
$537,327  $550,521  $462.999  $4K2.578  $463.249 $438,533
Energy sales (000 Kwh):
Residential and Rural . 2,493,702 2528220 2158768 2367979 2254913 22221582 23%
Commercisl . . . . . . oo 2,148,302 2078635 1,771,357 1,764,495 1,686,132 1.626,046 5. 7%
Industrial . | , . 4,014,821 3674217 2612803 2467533 2,312,109 2236388 12.4%
Street highting and public authorities . 67,029 63,174 60,991 87,022 88,305 86,635 -5.0%
Total 1o uttimate consumers | . . B,723.854 K 344246 6,603919 6687029 6341459 6,171,221 7.2%
Sales forresale . . . ... L 567,721 $61,276 528,752 587,180  S§38.677 500,253  2.6%
Sales of gectricity to customers . 9,291,878 B905522 7132671 7.244209 68B0.136 6671474 68%
Off-system 1,137,219 2068015 2275616 2,738,159 2282204 1959828 -10.3%
10,428,794 10973537 9408287 9982368 9162340 K.631.302 39%
Sources of electric energy (000 Kwh):
Generation:
Fossil, primarily coal | 55229606 5356930 4317154 4758720 4354697 4063974
Nuclear (2) « . . . .. .. 2875867 2264507 2402501 2902768 2,108,100 2228.06K
Hwlro . . 8,208 7.201 7.579 6.547 4,195 1.902
RA07,038 T A2K638  ATT7234 T H6K035 6466992 6,263 9044
Purchases . . . . 2,646,673 1949206 3322182 2994216 3282 8R6 2 89| ROS
!1:_‘_5_3.7" 11,577,934 I_(I.MQ.M(» 10,662,251 9749878 9,185,752
Net capability at time of peak load (Kw):
Ciencrating capabality . . . . . . . LMLI00 1733700 1718600 1719150 1.684,700 1,633,000
Purchase capability 280,000 248,000 207,000 227.000 179,000 170,000
Capacity credits (3) - = - -~ 18.960 20,650
202100 1 981,700 1925600 1,946,150 1.882.660 1,823,650 2.1%
Net peak load (Kw) (4) 1,779627 1716380 1425441 1.607,606 1547826 1.486,243 37%
Number of custoners at y ar-end 130,408 327,265 }IS:E’_-:: 305.663 304265 302,632 1.8%
Revenue per Kwh (excluding
off-system) in cents 5.59 585 6.09 __H16 6.28 615 -1.9%

(1) Tiw five-yoar comprunsd growrh naes include the offec? af the acguasition of the fova service tervitory fovm Union Electtic Company an [ecensher 31, 1992
(2} Repeesensy 1ES Unitittes 7095 yondivaded intorest 1n the Dwane Arneld Feacrgy Centor which is aperated by 1ES Unlities I

(1) Repwesents capacity crodies from municpals se
(4} M manwires ingegreted

v v TEN Etihivies fm



GAS OPERATING COMPARISON

e migped
1994 CTE 1992 1991 1990 1989  asowr
Operating revenve (000%):
1ES Utilities Ine.:

. Residential . $ 82,798 § 00462 § 78685 § 74114 § 66513 $ 68751
Commenol . ... oo i v v 40912 45,528 39,780 37613 35378 38,035
Industrial. 12,515 15,593 18,649 17,383 21,500 25,172

136,222 151,583 137,114 129,110 123,391 131,958
Other. . .. . L. 2811 2,735 2.341 1.908 1,884 1,923
Total revenues o 139,033 154,318 139,455 131,018 125,275 133,881
Industrial Enengy Applxatxm Inc.. 26,836 27605 27627 15,219 6,808 1,049
$165,569 5 %1923 $167.082 $146,237 $132,083 §134,930
Energy sales (000% dekantherms):
TES Utilities Inc.
Residential . 15,766 16,971 15,698 15,571 14,315 15878  0.1%
Commercial = . . . . 9,298 10,133 K479 9,389 8,798 9854 -1.2%
Industraal, . . . . . . L 4,010 4618 6,175 5,980 6.640 7409 -11.6%
20074 31,722 29.752 30,940 29,753 33,141 2.6%
Industrial -transported volumes . . . . 8,901 7.284 7,283 6,189 6,733 6909 52%
Total volumes delivered | 37,975 39,006 37,035 37,129 36,486 40050  -1.1%
Industrial Energy Applications, Inc. . 14,443 12,493 14,830 7.666 4 465 624 87.5%
___{2.4!8 51.499 51,865 44,795 40,951 40,674 §.2%
Operating statistics for TES Utilities Inc.:
Cost per dekatherm of gas pumhmed
for resale $ 33 § 349 § 33 § 390 % 323 '§ 285
Peak daily sendout n dekatherms . . . 288,352 268410 254,989 2A6.344 272,089 311,600 -1.5%
Number of customers al year-end 172,829 170,719 U 78 161,794 160,792 1.5%
Revenue per dekatherm sold
for TES Utilities Inc.
texcluding transported volumes)  $ 469§ 478§ 4§ 417§ 415§ 398 33%




BHAREHOLDER INFORMATION

ANNUAL MEETING

The annual meeting of the sharcholders will be held at
2:00 p.m., Central Daylight Time on Tuesday. May 16,
1995, at the Collins Plaza Hotel, 1200 Collins Road N.E.
in Cedar Rapids, lowa. A proxy statement with respect to
this meeting will be mailed on or about March 20, 1995,
All common shareholders are cordially invited 1o attend.
However, those who are unable to attend in person are
urged to promptly sign and return their proxy.

BTOCK EXCHANGE LISTING

IES Industries Inc. common stock is listed on the
New York Stock Exchange under the symbol 1ES,
Newspaper listings often use the symbol 1ES IND,

BENERAL INQUIRIES
Shareholder inquires, including the replacement of
dividend checks, address changes, transfer or reissuance
of stock certificates, and requests from the general public
for any financial publications may be directed to:

1S Industries Inc. Attn: Shareholder Services

PO. Box 351 Cedar Rapids, lowa 52406

1-800-247-9785 or 319-398-7755

DIVIDEND REINVESTMENT AND STOCK
PFPURCHASE PLAN

The Company has a Dividend Reinvestment and Stock
Purchase Plan which allows sharcholders to automatically
reinvest their cash dividends in additional shares of com-
mon stock. TES Industries Inc., Shareholder Services,
P.O. Box 351, Cedar Rapids, lowa 52406 acts as the
Plan Administrator. A prospectus describing the Divi-
. dend Renvestment and Stock Purchase Plan can be

~ obtained by writing to Shareholder Services.

Sufekeeping
Safekeeping is a convenient feature of the Dividend
Remnvestment and Stock Purchase Plan designed for
shareholders who prefer to have their shares held on
account rather than receive a stock certificate. You do
not have to reinvest your dividends to take advantage of
Safekeeping. When vou sign up for Safekeeping, you will

receive a Safekeeping receipt in place of your certificate.
Contact Shareholder Services for a Safekeeping form
and additional information.

WHERE TO BUY AND SELL STOCK
Common stock may be purchased and sold privately or
on the open market through a brokerage firm. A share-
holder enrolled in the Company’s Dividend Reinvestment
and Stock Purchase Plan can purchase additional
common stock with no brokerage fees through the
optional cash teature of the Plan.

Shares held in the Dividend Reinvestment and
Stock Purchase Plan can be sold through the Plan
Administrator upon written request of the shareholder,
who will receive all proceeds of the sales less any
brokerage commission.

If you are an 1ES Utilities Inc. customer you may
purchase stock directly from the Company and be
enrolled in the Dividend Reinvestment and Stock
Purchase Plan. Contact Shareholder Services to
receive a Direct Purchase form.

DUPLICATE ACCOUNTS AND MAILINGS
Shareholders sometimes receive more than one Annual
Report because shares owned by one shareholder may
be registered with shight variations in names. The Com-
pany is required to mail an Annual Report to each
name on the shareholders list unless the shareholder
requests that duplicates can be eliminated. To eliminate
duplicate mailings, please send a written request to
Shareholder Services.

1994 FORM 10K AVAILABLE ON REQUEST
The Company files annually with the Securities and
Exchange Commission an Annual Report Form 10-K.
This required report contains certain other information
not made a part of this report. The Company will be
happy to send you a copy of our 1994 Form 10-K with-
out charge. Requests should be made to Shareholder
Services, P.O. Box 351, Cedar Rapids, lowa 52406,



DIVIDEND PAYMENT DATES
Scheduled Dividend Payment and Record Dates for
1995 are: Record Dates March 10, 1995; June 9, 1995;
September 8, 1995: ard December 8, 1995, Payment
Dates April 1, 1995; July 1, 1995; and October 1, 1995,
January 1, 1996, is the first payment date in 1996,
Dividends paid on common stock in 1994 were
fully taxable for federal income tax purposes.

DIVIDEND DIRECT DEPOSIT
We can send your dividend electronically to your
financial institution for deposit. Contact Share holder
Services to receive & Dividend Deposit Form,

TRANSFER AGENT & REGISTRAR
IES Industries Inc. Stock Transfer Dept.

200 First Street SE, Cedar Rapids. lowa 52401
1-800-247-9785 or 319-398.7755

IES Industries Inc.-Common Stock

IES Utilities Inc. ~Preferred Stock

STOCK HMELD IN BROKERAGE
ACCOUNTS - “STREET NAME"

When vou purchase your stock and it is held for you by
your broker. it is listed with the Company in the
broker’s name, or “street name.” TES Industries Inc.
does not know the identity of individual shareholders
who hold their shares in this manner-we simply know
that a broker holds a certain number of shares which
may be for any number of customers.

Accounts held in street name are not eligible to
participate in TES Industries Inc. Dividend Reinvestment
and Stock Purchase Plan. Also, you recerve all dividend
pavments, annual reports and proxy materials through
vour broker. Other financial reports may be obtained
directly from the Company by contacting Sharehoider
Services, PO. Box 351, Cedar Rapids, lowa 52406

TRUSTEE
The First National Bank of Chicago, Chicago, Illinois
IES Utilities Inc.

lowa Electric Light and Power Company -

Mortgage and Deed of Trust - dated August 1, 1940
Mortgage and Deed of Trust - dated September 1, 1993
lowa Southern Utilities Company-Deed of Trust

SPECIAL NOTICE

In June 1995, the period allowed for the settiement of most
stock transactions will be reduced to three days from the
current five davs. As a result, many brokers are now
urging customers to move their securities from registered
ownership to street name ownership.

There is no requirement that securities be held in
street name ownership by a broker. As an invesior, vou
will retain the power to choose the form of ownership
best suited to your needs after the new settlement rules
take effect. The choice is still vours. We encourage you
to keep your IES Industries Inc. Common Stock
registered with the Company. If vou have questions or
concerns call 1ES Industries Inc. Shareholder Services
at 1-800-247-9785 or 319-398-7755.



BO0ARD OF DIRECTORS

1ES INDUSBSTRIES INE.

CRS. Anderson @
Retired Chairman of the
Board of the Company,
Sanibel, Florida

1 Wayne Bevis o

Vice Chatrman & Chief
Executive Officer,

Pelia Corpotation ( Window
and Door Manufacturing),
Pl lowa

Dr. George Daly »
Peun, Leonard Stern School of
Business, New York University,
New York. New York

Blake O, Fisher, Jr.
Executive Vice President & Chief
Financial Officer of the Company

G, Sharp Lannom, [V »
President & Chief Executive
Officer, Delong Sportswear, Ine
{Sportswear Manufacturing),
Crrinnell, fown

Lee Line

Chairman of the Board,
President & Chief Executive
Officer of the Company

Jock R, Newman &
Partoer, Morgan, Lews &
Bockivs (Law Firm),
Washington. D

Robert ), Ray »
President and Chief Fasecutive
Officer, IASD Health
Services luc,
Des Moines, lows

David Q. Reed @
Attorney and Counselor at Law,
Kansas City, Missouri

Henry Rover @ @
Presicent and Chaef Executive

Officer, River City Bank,
Sacramento, California

Robert W, Schilutz o
President, Schiutz Fnterprises
(Diversitied Farming

and Retailing),

Columbus Junction, lowa

Anthony R, Weiler

Senior Vice President,
Merchandising,
Heilig-Meyers Furniture
(Furniture Merchandising ),
Richmond, Virginia

DIRECTONRS EMERITUS

Robert F. Brewer
Retired Chatrman of the Bourd
& Chief Executive Officer,

lowa Southern Utihties Company,

Centerville, fowa

Dr. Salomon Levy
Charrman & Chief Executive
Officer, Levy & Associates,
Sun Jose, California

® Member Executive Commiiiee
® Member Audit Commutree

©® Member Compensation Commitiee

Member Nommating Committee

OFFICERS"®

IES INDUSTRIES INC.

Lee Lin (61, 37)

Chairman of the Board, President

& Chief Executive Officer

Blake O Fisher, Jr. (50 4)
Executive Vice President &
Chief Financial Officer

Larry 1. Root (58, 24)
Executive Vice President

De. Robert J, Latham (52 11)
Senior Vice President, Finance

Stephen W, Southwick (45 19)
Vice President,
General Counsel & Secretary

Thomus R. Seldon (56 7)
Vice President.
Human Resources

Dean E. Ekstrom (47 9)
Vice President,
Munagement Svstems

Peter W, Dietrich (55 7)
Vice President,
Corporate Development

Kichard A, Gabbianelli (38 12)
Controller & Chief
Accounting Officer

Dennis B, Viss (45 4)
Treasurer

IES UTILITIES I1NGC,

Lee Liu (61.37)
Chairman of the Board &
Chief Executive Officer

Blake O. Fisher, Jr. (50 4)
President, Chief Operating
Officer & Chief Financial Officer

Rene H. Males (62 4)
Executive Vice President

Dr. Robert J. Latham (52 11)
Semor Vice President, Finance

Stephen W, Southwick (45 19)
Vice President.
Gieneral Counsel & Secretary

John F. Frang, Jr. (55 1)
Vice President, Nuclear

Philip D. Ward (54.21)
Vice President,
Engineering & Generation

Haurold W, Rehrauer (57, 22)
Vice President, Field Operations

Kichard A. Gabbianelli (3% 12)
Controller & Chief
Accounting Officer

Dennis B, Vass (45 4)
Treasurer

Figures i parenthesis reprosent age
and years of wervice

*Effective February 7. 1995
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