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Sixty Years of Service

mpany roots, like those of many families in IHlinois, go
f Lincoln, the utility known today as llinois Power

ged as a corporatien in 1923, Sixty vears ago
when 37 small utilities were consolidated and became 1li-
ight Corporation, known for many vears as 1P&L. It
erated in llinois, lowa, Kansas, and Nebraska as part of a large network
itihities under North American Light and Power Company. llinois
and Light Corporation became Ilinois-lowa Power Company in
Allen Van Wyck. an attorney, became a director and vice president in
933 and president in 1940. In 1942 he resigned as president of North
American Light and Power Company to devote full time to the presidency
of IP&L. In 1943, when the lowa propertics were sold. the company for-
mally became lliinois Power Company

On our way to becoming today's electric and gas utility serving about one
and a half million people in more than 300 communities and much of the
tarm land between them, we have operated street cars and trains. facilitated
rail traffic over the McKinley Bridge into St. Louis, and sold ice door-to-
door. Water service and steam heat also were among our early endeavors
Ulimpses ol some of these long-ago services are included in this report of
our operations and activities in 1983, our sixtieth vear

The Front Cover

I'his was our gas plant on Wood Street in Decatur in the 1920s. when the
clectricity we generated was used mainly to power street cars and electric

d1ns
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Fhis “hot line crew™ kept the electric trains in power in 1925
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become a wholesale customer when interconnection
facilities are completed in 1984,

I'he Mt. Carmel (1llinois) Public Utility, with
which we proposed in 1981 to merge, became an -
nois Power Company wholesale customer and closed
its power plant. In January, we appealed the linois
Commerce Commission’s order denying our pro-
posed merger, but in December the Circuit Court of
Wabash County upheld the Commission’s decision.
In January, 1984 we appealed the Circuit Court’s
decision to the Fifth District Appellate Court.

Electric Sales

Unusually hot summer weather and economic im-
provement among our industrial customers contrib-
uted to a 6 percenu increase in kilowatt-hour sales of
electricity in 1983, compared to a 1.7 percent
decrease the previous vear. Sales in 1983 to residen-
tial, commercial, and industrial customers increased
8.1 percent, 3.9 percent. and 4 percent, respectively.

Net interchange sales of electricity decreased S11
million, reflecting both a weakened market for such
opportunity sales to other utilities and the use of our
generating units to meet our own customers’ in-
creased demand during the summer.

Hourly demand on our electric system reached a
new peak of 3.296.670 kilowatts on August 19, which
included service to interruptible customers. This is
8.9 percent higher than the 1982 system demand of
3.028.000 kilowatts and 4.2 percent higher than the
historic peak system demand of 3,164,940 kilowatts
set in 1981,

A new record for use of electrical energy in a
24-hour period was established on July 22. The
64.657.900 kilowatt-hours used that day exceeds the
previous record by 3.7 percent.

These record peak demands for electricity con-
tributed to the annual use of 7.4 million tons of coal
in our power plants. Coal is our primary fuel and
was used to generate 988 percent of the electricity
we produced in 1983, lllinois mines provided 84 per-
cent of our coal. The Havana and Wood River
power stations, which have units that are subject to
more strict emission regulations, burned low-sulfur
coal from out of state.

l.ong-term contracts, with expiration options, will
provide about 108 million tons of coal, 97.2 percent
of which wiil come from Hlinois mines. Based on
1983 usage. this is enough to meet our needs for
about 15 years.

Uranium purchased from Quivira Mining Com-
pany will fuel the Clinton power station through the
late 1990s. Enrichment contracts with the Depart-




ment of Energy cover our requirements through the Elontuls Diavomstn

vear 2012. A tabrication contract with General Elec- (MILLIONS OF DOLLARS)
tric Company will satisty our currently projected
requirements through the year 2002, based on our
schedule for loading fuel.

Gas Sales

I'herm sales decreased 13.9 percent in 1983, com-
pared to a S.8 percent increase the previous year.
Therm sales in 1953 to residential. commercial, and
industrial customers decreased 13.4 percent, 13.4
percent, and 14.7 percent, respectively.

The most gas sold on a single day in 1983 was
834 819.000 cubic feet on December 24. This is 2.6
percent below the historic peak sales in 1982,

The primary tactors affecting the decline in therm
sales were the mild 1982-83 winter weather and the
impact of two large industrial customers who began
purchasing gas directly from the gas producers dur-
ing the tall of 1983. Under this new purchasing ar-
rangement, referred to as “gas wheeling”, these cus-
tomers are charged for the transportation of gas
through our system to their facilities. Our charge for
gas wheeling provides us with earnings that are com-
parable to those obtained from making direct gas
sales. This plan s available to any customer who
uses more than 100 thousand cubic feet per day.

Other factors that cortributed to the dechine in
therm sales are customer conservation and the tem-
porary switch by certain industrial customers to
alternate fuels. Through three changing conditions
we regained most of the industrial gas load that was
lost to alternate fuels: approval of a more favorable
rate for interruptible customers, reduced prices from
our pipeline suppliers. and increases in competing oil
prices.

Five pipeline suppliers and an integrated delivery
system provide flexibility that allowed us to respond
to significantly higher prices when two pipelines
began impcrting hiquefied natural gas (LNG) from
Algeria. We increased purchases from our three
other pipeline suppliers and minimized gas price
increases to our customers. In December, the two
pipelines suspended purchases of the LNG.
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Customer Services

Our special rates for interruptible electric services
and off-peak use of energy Felped many industries
reduce costs and survive the recent recession. As the
cconomy now improves. so do our sales to these cus-
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Gas Revenues
(MILLIONS OF DOLLARS)
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tomers. While some companies in our territory
ceased operations during the vear. 59 companies
built or expanded facilities in our territory in 1983,
creating more than 1,100 new jobs. One of the new
facihities is being constructed by Heidtman Steel. Inc.
in the Northgate Industrial Park, which we own and
are developing at Granite City, Illinois.

Business. government, and community leaders in
Edwardsville. Collinsville, Maryville. Glen Carbon,
and Troy took part in our unique community devel-
opment training program. Since 1974, 52 of our
communities have used this program designed to
help them retain and attract employers. The Mcl ean
County Economic Development Council was created
in May as a result of training we provided in 1982.
We also coordinated a business retention program
with the Association ¢ Commerce and Industry in
MclLean County for 60 major areca employers. About

50 commercial and industrial customers in Decatur
and Danville attended energy management courses
we offered on how to perform energy audits.

1 o help residential customers hold down their util-
ity bills. we continued a program of home energy au-
dits. We performed 1.800 such audits during the
vear. About IX percent of our residential customers’
homes now have been checked for energy etficiency
under this program.

A demonstration program to weatherize 2,100
homes ol low-income customers was begun in
November. In 600 of these homes, a more extensive
program includes installation of weatherization
materials, which we provide. and assistance in
obtaining loans tor major energy conservation
improvements.

I'he Energy Assistance Foundation. founded in
1982 with a grant of $250.000 from lllinois Power
Company. made eight grants totaling $82.384 during
1983, The grants were made to organizations in
Bloomington. Galesburg, Granite City, Decatur,
Belleville. and East St. Lows to help our customers
make their homes more energy cfficient and reduce
energy consumption. We will mateh voluntary con-
tributions to the fund up to an additional $250.000.

Also, the State of IHinois helped 2.500 of our
customers with utility bill assistance.

The number of our customers using budget billing
to equalize utility payments throughout the vear has
increased 29 percent since 1982,

The Hhnois General Assembly enacted several
provisions in 1983 of interest to the utility industry.
One expanded the Hlinois Commerce Commission
from five to seven members effective in January,
1984, Another created a Citizens Utility Board
(CUB) with authority to intervene on behalf of con-
sumers in utility rate cases. The CUB is authorized
to include information in our mailings to customers;
however, we are not required to handle CUB mem-
bership records or funds. Ore law changes our
method for billing state revenue taxes to indicate on
customer bills the entire 5.08 percent we collect.
Another measure eliminates the use of construction
work in progress (CWIP) in rate base after
December 31, 1985 except for pollution control
devices. Construction of our Clinton power station,
tor which $625 million of CWIP currently is in rate
base. is scheduled to be finished in 1986,

Clinton Power Station

Ten stop work orders imposed in 1982 on specific
jobs have been lifted. Counstruction activities acceler-
ated at mid-vear, and the number of craft workers.




support staff. and training personnel at the site has
been increased. The stop work orders resulted from
concerns that inspection and documentation of work
were not adequately keeping pace with construction,
The Nuclear Regulatory Commission (NRC) has
approved our plans to recover from the causes of the
stop work orders.

At vear's end, construction of the power plant was
82.6 percent complete. The contractor has turned
over to the operating staff 45 percent of the plant’s
systems tor testing. A major milestone was reached
in October when the turbine-generator. the equip-
ment that produces electricity, was completely
assembled and mechanically rotated. This was a
manual test and did aot involve the use of steam or
nuclear fuel.

In May. we revised the schedule and cost estimate
tor completion of the power plant. Cost increases
and schedule delays at Clinton have been less than
the average for comparable nuclear plants under
construction. Our new schedule for loading tuel is
January. 1986, a delay of two vears from the pre-
vious schedule. The plant is 80 percent owned by
Ilinois Power Company. and our share of the cost
estimate 1s $2.4 billion, an increase of $639 mullion.
The cost and schedule revisions are due mainly to
four factors: design changes to rmieet NRC require-
ments; a more stringent quality assurance and plant
operations program: additional emergency planning
expenses: and additional financing.

The NRC panel that assessed the status of con-
struction at Clinton in August reported:

“On the basis of the discussions with IPC, subse-
quent evaluation of the supporting documentation
and inspection of the site. the Panel has concluded
that the applicants’ estimated tuel load date of Janu-
ary 1986 appears to be ambitious but achievable.

T he Panel estimates that fuel load will take place in
the first quarter of 1986. Meeting this schedule how-
ever, will require continous and aggressive manage-
ment involvement by IPC and its consultants for the
duration of the project.”™

I 0 meet part of the emergency planning require-
ments for nuclear power plants. we installed eight
outdoor sirens at various locations within a 10-mile
radius of the plant. The sirens will be used by county
officials to alert the public to storms. tornadoes. or
industrial accidents, including any which might
occur at the power plant.

On October 14 we canceled Clinton Unit 2. Pro-
jected sales of electricity indicate that no replacement
or additional generating units wil! be needed. after
Clinton Unit | comes on line. until late in the 1990s.
No work on Unit 2 has been performed since 1977

Electric Peak Loads
(IN THOUSANDS OF KW)
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emplovees in the field. The program has improved
the planning and scheduling of personnel. By mid-
1984, 1t will be in use in all service areas. We also
reduced service area storeroom inventories by S1.5
million. a 15 percent reduction. We alse plan to
reduce energy use in our facilities by 20 percent.

Our budget for 1984 is based upon the cost con-
trol objectives begun in 1981, Construction projects
were limited to those necessary to provide sate and
rehable service. Recommendations by a special
budget panel of three managers. and further critical
review by all officers, resulted in an operating budget
for 1984 less than one percent higher than the 1983
budget.

Environmental Activities

I'he Kilngas coal gasification demonstration unit
constructed at our Wood River power station began
start-up testing in June. The project is designed to
convert environmentally unacceptable high-sulfur
coal into a clean-burning gas for generating electric-
i"y.

I'he gas produced in the initial tests exceeded
expectations in quality and heating value. Two types
ot coal will be tested during the demonstration runs:
Hlinos number 6 coal. found throughout our service
arca. and an Appalachian coal from the eastern
United States. Performance testing of the project
began in late 1983 with the product gas being burned
tor the 50-megawatt generating Unit 3 at our Wood
River station. Demonstration results should be
avatlable in mid-1984.

The 5155 milhon demonstration program is being
funded by Allis-Chaimers Corporation. developer of
the Kilngas gasification concept: by Hlinois Power
Company and |l other utilities: by the State of 1i-
nois: and by the Electric Power Research Institute,

One possible addition to the Kilngas project for
operation after mid-1984 is a combustion turbine
program being structured by Allis-Chalmers. Sargent
& Lundy Engineer: and General Electric Company.
A system would be placed at Wood River to demon-
strate the use of the Kilngas product gas with com-
bustion turbine technology. an important operating
mode of future commercial Kilngas plants.

Several environmental activities resulting from
tederal and state regulations were carried out during
1983,

We have a request before the U.S. Environmental
Protection Agency (EPA) for a rule change that will
allow us to continue burning Hlinois coal at the
Baldwin power station.

I'he Hlinois EPA rewissued a permit tor the Bald-
win station’s water discharge system and is expected
to reissue permits for our other plants in 1984,

Proposed state regulations on solid waste disposal
were withdrawn in mid-year to be proposed again in
1984, These may change the way we store the ashes
and other wastes produced by our coal-hired power
plants.

We launched a six-year program to meet federal
requirements for use ot electrical equipment contain-
ing polvchlorinated biphenyl (PCB). We started
replacement of capacitors and transformers contain-
ing PCBs throughout our Company.

We also conducted 25 audits in 1983 to assure
compliance with environmental regulations. In addi-
tion to our own facilities, we audited those of outside
organizations providing us services, such as the dis-
posal of wastes,

Congress is sull considering several “acid rain™
proposals that could have an impact on our
operations. Many of these bills call for lower sulfur
emissions from coal-fired power plants in the Mid-
west. However, new scientific data are beginning to
show that sulfur emissions in Hlinois have less effect
on areas in the Northeast than previously indicated.

I'wo additional activities related to our power
plant operations have produced good environmental
results,

A biological study showed that hot water dis-
charges into the Baldwin power station cooling lake
have accelerated growth of largemouth bass.

An environmentally sound method we invented to
prevent blockage of water pipes by Asiatic clams at
the Baldwin power station is becoming recognized by
the industry as one of the most thorough and eco-
nomical methods available to solve the problem.

Research and Development

Our research and development expenditures for
1953 totaled approximately $3.5 million. A $2.4 mil-
lton commitment to the Electric Power Research
Institute (EPR1) was our largest expenditure. EPRI
is the electric utility industry’s research arm and
conducts rescarch on behalt of some 500 utilities on
technology to improve the production, distribution,
and utilization of electric energy. About $1.1 million
was spent for local rescarch. which includes support
tor the Kilngas demonstration program.

We are continuing to field test the use of com-
pressed natural gas as a fuel for motor vehicles in 35
of our vehicles. A successful demonstration could
lead to the conversion of other Company vehicles and

12
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cwip AFUDC
Included in Eftective
Time Period Rate Base® After-Tax Rate

1982

™ousands of Dollars




December 31

ASSETS
Utility Plant, at original cost

$ 3445645
366,651
3812296
764175
3,048 121
54022
1516
3,103,659

investments and Other Assets 23586

Current Assets

16 494
39954

85,794

34,598
29414
23930
38835
269016

Delerred Charge:

30,513
8863

1,300
40676

$ 3436937

CAPITAL AND LIABILITIES
Capitalization

$ 863999
280814
7443
1137670
265171
36,000
1,291 555
2,730,396

Current Liabilities

126914
39,147

3,199
27957
39936
24 349
261,502

251,206
193,833
445039

$ 3436937




For the Years Ended Decomber 31

Operating Revenues’

790,588

4874671

278,259

Operating Expenses and Taxes

' 262,002

23612

(24 946)

345,721

97,020

45,259

67,025

78 574

15,895

6,728

76012

37,700

16860

067 459

210,800

64217
25812
90,029
300,829
nterest Charges
t 110,260
5,003

(22,170)
93,093

207,736
23,640

184,096

48473,770

$3.80
$252

i

For the Years Ended December 31 1983

220,288
207,736
428024

23,990
123,220
147,210
280,814
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For the Years Ended December 31

Funds Provided from Operations
$ 207,736

69974

36,395

16,860

(86,387)

244 575

(23,990)

(123,220)

v7.365
Funds Obtained from External Sources
is f f f 65,293

50,000
(1.611)
125,000

(20,000)
218,682

Other Funds Provided (Used)

(31.692)
(14,064)
4 is | (42,753)

Total Funds from Above Sources 273,294
e for funds used aurng truct 86,387

Gross Property Additions $ 359684
Decrease (Increase) in components of Working Capital®
NG femporar ' f $  (39462)
(10,98%)
13,026
21419
4985
(17.433)
444

(3,685)
(35,692)

Fur the Years Ended December 31

Additions ectr $ 344430
. 15,254

§ 359,681

Retirements —Electr $ 8,765
5,520

14,285
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Year Ended
December 34

1983 1982 1984

(Thousands of Dollars)

S 941907

24174
67,733

11556

8198

13964
44 428




Year Ended
December 34

1982

f Dollors
(Thousands of Do




Amount*

266675
34,784
362171

49922166

Shares

1981




Serial preferred stock

1983 1982

Shares Redempiion prices (Theusands of Dollars)
1 15,000 1 1
7,500
10,000
7,500
2.000

30,0C0

35,000

50,000

Serial preferred stock

Series Shares Redemption prices

265171
Prefeience stock

9265471




Cecember 31
1983 1982

(Thousandcis of Dollars)

20,000
75,000
25,000
75,000
35,000
40,000
25,000
45,000
35,000
35000
35,000
60,000
8,500
100,000
50,000
100,000
18,700
100,000
100,000
50,000
75,000
125,000

1,232,200
50,000
17,000

1,299,200
(7,645)
1,294,555

$4,291,555

hat tF e 4 ompany L.gg v'wﬁ!xg

for the 9%% series due 2004 and

seres due )4 (Pcliution Control Series A), which
ction. Certain other supplemental indentures require that the Company deposit

d property fu ymounts not to exceed $3,550,000 in 1984, 54,050,000 in 1985

R7 e &F
4 -4 4 v

in 1988, which amounts are subject to reduction in accord

y these requirements have been met by pledg ng property

anticlly cll of the fixed property, franchises and
ovided in the mortgage securing the bonds. The

was approximately $1,002,000,000




Electric

1983

Gas

Total
Company

(Thousands of Dollars

¢ 790588

488 930

301,658

86,2314

387889

$ 52957
S 344430

$2931,106

S487 471

s 14068
$ 15251

$302 840

94278259

450,382

25842)

11526863

153,195
207,736

$ 67025

$ 359684

$3.23194¢6

235%6

179 405
$3436937

1982

Total
Company

Electric Gas

(Thousands of Dollars)

19814

Total
Company
(Thousands of Dollars)

Electric Gas




Two-Year Dividends and Stock Prices by Qudrters

The common stock is listed on the New Yoik Stock Exchange and the Midwest Stock Exchange. The prices
below are the prices reported on the Composite Tape The preferred stocks are listed on the New York Stock
Exchange and the prices below are the prices on that Exchange.

1 2 3 - 1 A 2 3 A

Dividends High Low High low High low High low  High low High low High Low High Llow
24's 22% 23% 21 23% 20 23% 19% 22 18% 217% 19% 22% 18% 23': 20%

Common -

408% Pid $ .5 18': 1&% 18% 17 18': 16 18 16 14% 13%: 16 14 16': 13% 18 15%
426% Ptd 53% 20's 18 20 18 19% 17 17% 16 16 13- 16 13% 18 14'; 20 16%
4.70% Pid 58%: 21% 19 21% 18% 19% 18': 19% 17% 17% 14': 17% 16 18% 16 20': 18%
4.42% Ptd 55 19% 18': 19% 18% 18% 17% 18% 17 17'a 14 16': 15% 18 15 19% 14
4 20% Ptd 52% 19% 17': 20 18 18% 17 18 16% 15% 13% 17 15 18 14': 19% 17%
8.24% Pta 103 37%: 34 37': 33 6% 33 35 3 20% 24 32 28% 34 28 37 3%
756% Pta 94" 37 31 4w 31 32 29w 32 29 27% 24's 29%: 25% 31 25% 33w 29
8 94% Ptd 111% 40% 367 40% 36 36 3B I 3% 32 28% 33% 30 I M1 9N 35
8.00% Pfa 1.00 38 33 34% 34 34'; 32 33 3 28'; 25% 30% 27% 32% 27 35 30%

11.66% Prd 145° 54 52': 54% 51 53% 51% 52w 49 45 43% 49 42 48 45% 54" 49
Adj Rate Ptd - — 42 39 46 41 46 A% - - = - - - - -
‘The amount declared in each quarter during 1982 and 1983,
**$.62 per common share per quarter for 1982 through third quarter 1983 and $.66 in fourth quarter 1983.

‘" *Dividend rate changes quarterly. Rates for dividends declared in 1983 were $.80, $1.21875, $1.025, and $1.05 in the first,
second, third, and fourth quarters, respectively.

There were 81,163 registered record holders of common stock at January 10, 1984,

Selected Financial Data*

1983 1982 1984 1980 __ 99
Total operating revenues. . .................... $1,278,259 $1.106.775 S 964,292 $ 883370 $ 751822
NEt INCOME . ..o vt i i erennaanas $ 207,736 § 156,395 $ 127413 $ 113562 § 91335
Net income applicable to common stock. . . .. . $ 184,096 $ 136.498 S 107516 S 64493 S 75636
Earnings per common share . ................. $ 380 ¢ 304 $ 284 $ 287 S 270
Cash dividends declared per common share. . . $ 252 $ 248 $§ 2405 $ 2355 S 228
TOROE IR - ... o onorisineis s v 0 dx oo bnms K o $3436937 53092522 $2,722.495 52467191 §2.214,652
LENGIIBTY SRR ». .o oo ovsimen samann TRy Gid o3 $4.294 555 $1.166.9€0 S 971,639 S 991402 S 866,747
Redeemable preferred stock ... ..o on ... $ 36020 S 36,000 $ 36,000 $ 36000 —
Ratio of eamings to fixed charges** ........... 356 304 316 325 3.15

“Thousands of dollors except earnings per common share, cash dividends declared per common share and ratio of earnings to fixed
charges.

*“The ratio of earnings to fixed charges represents the number of times that earnings before income taxes and fixed charges cover the
fixed charges. Earnings used in the calculation of the above ratios include allowance for funds used during construction and are
before the deduction of income taxes and fixed ciiarges which include interest on long-term debt, related amortization of debt
discount, premium and expense, other interest, and that portion of rent expense which is estimated to be representative of the
interest component.







1983
Operating revenues
' ! $ 1278259
1278259

Historical cos! information odjusted for genera! inflation

109.80C

178
1,119,704

Current cost information

145

19,3562
1,119,704

For the Year Ended
December 31, 1983

Constant Doliar Current Cost
Aveiage Average
1983 Doliars 1983 Dollars

(Thousands of Dollars)

For the Years Ended December 31

1982

1984 1980




Revenue

Customers at End of Year

ales in KWH

senerated and Purchased in KWH

bystemn Peak Demand in KW
irm Peak Demand (native load) in KW

el Generating Capability in KW

289224
173925
263455
15,365
744 969
43926
3563
1130
790,588

473,024
55476
342
716
529525

4076726
2575710
6466919

302,631
13421986
1274747

114123
14 810856

15816 814
12497
15,829 314
146 608
15975919
116506
14,810,856
3297
3215
_3.806




Revenues

2,609
225,289
2876
85,092
137 961
28522
482 349
479
4843
457 671

Customers at End of Year
11829
337,270
1498
31,364
458
27
382476

Sales in Therms

2,808

358,947

5,082

155837

281825

62167

8466 666

1.060

867,726

Purchased and Produced—Therms

956,132
(12,628)
943504
692

944 196
76470
867,726
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The Continuity of Leadership

Allen Van Wyck, an attorney,
began his association with lllinois
Power predecessor companies in
1933. He led the foundling enterprise
to a sound financial condition, facili-
tating the sale of securities to start
construction of the Company’s first
major electrical generating station
in 1945 at Havana, llinois

He guided the corporation in the
complex divestiture of its numerous
outside holdings, and shaped the
Company to become a supplier of
electricity and natural gas as its only

business
Allen Van Wyck
Prasident. 1940 to 1966 Wendell J. Kelley joined the Com-
Chairman of the Board, 1966 to 1971 POy GF O SNGNGNI IMMECICRN

following graduation from the Univer-
sity of lllinois in 1949 He served In
varnous capacities with the Company
prior to becoming president. Under
his leadership the Company’s total
assets have increased from $540 mil-
lion in 1966 to$3 4 billion in 1983 and
its revenues from $166 miliion to al-
most $1.3 billion

During his presidency the number
of stockholders has increased from
27,000 to in excess of 85000. The
Company also has continued its
dividend payment record, begun in
1947, with the 146th consecutive
dividend paid on February 1, 1984

Wendell J. Kelley
President, 1966 to 1976
Chairman and President, since 1976
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