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The Edison Award

11, 1980 lllinois Power Company was pre

» Edison Electric Institute's highest honor, the

ard, for "‘distinguished service to the electric

dustry”. The award was in recognition of the
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accuracies in a CBS-TV 60 Minutes program

iction of the Clinton nuclear power sta
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Highlights of 1980

1979 1980 lnov’:m
14,226 14,486 18
$479,052 $567,356 18.4
1.052 986 (6.3)
$272,770 $316,014 15.9
$751,822 $883,370 17.5
$ 61,335 $113,562 243
$ 75,636 $ 94,493 249
27,980 32,906 17.6
$2.70 $2.87 6.3

What We Received and What We Paid Out or Set Aside

Electric sales—kilowatt-hours (millions)
Electric revenues | thousands)

Gas sales—therms; (millions)

Gas revenues (thousands)

Total operating reveriues (thousands)
Net income (thousands)

Earnings available for common stock
(thousands)

Average number of shares outstanding
(thousands)

Eamings per share of common stock

1979 1980 1980 % We Received From-—
(Thousands of Dollars)
$479,052 $567,356 64.2 Sales of electricity
272,770 316,014 358 Sales of gas
§$751,822 $883,370 100.0
We Paid or Set Aside For—
§ 66,487 $ 73,382 8.3 Payrolls and benefits to employees
engaged in operations
191,296 218,998 248 Gas purchased for resale
6,171 6,527 g Power purchased for resale
(58,498) (40,452) (4.6) Power interchanged-—net
225621 240,601 27.2 Fuel for electric plants
43,766 50,278 57 Materials and other expenses
55967 57,835 6.6 Recovery of cost of property due
to wear and obsolescence
82,693 113,786 129 Taxes—federal, state and local
21,958 23,07 26 Investment tax credit deferred-—net
Use of funds invested in our business—
(38.731) (51,220) (5.8) Allowance for tunds used during
construction
63,757 77,002 8.7 Interest—including short-term loans
15,609 19,419 2.2 Preferred stock dividends
64,615 79,636 9.0 Common stock dividends
11,021 14,507 1.7 Future use in our business

§751 822 $883,370 100.0



Wendell J. Kelley with Charles W. Wells and
William C. Gerstner, executive vice presidents, left to right

To All Stockholders:
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Earnings, Revenues, and
Sales

Earnings per share of our
common stock were $2.87 for
1980. This is an increase of 6.3
percent over the $2.70 per share
earned in 1979. The rate increase
authorized by the lllinois
Commerce Commission in late
November, 1979 was a major
factor in the 1980 earnings
improvement. However, earnings
were adversely affected by &
decrease in net interchange
sales, as well as the higher
operating costs and capital costs
for our construction program

Total revenues for the Company
were $883.4 million, an increase of
17.5 percent over 1979. Electric
revenues were $567.4 million for
1980, an increase of 18.4 percent
over 1979 reflecting the rate

COMPANY VICE PRESIDENTS
ARE SHOWN NEAR SECTIONS
OF THIS ANNUAL REPORT
THAT DEAL WITH THEIR
PRINCIPAL RESPONSIBILITIES

increase, recovery of increased
fuel costs and increased kilowatt-
hour sales. Gas revenues of $316
million for 1980 representa 15.9
percent increase over 1979. This
increase resulted principally from
the recovery of increased costs of
natural gas and the rate increase,
partially offset by reduced therm
sales

Kilowatt-hour sales of electricity
increased 1.8 percent in 1980
compared to a 4.8 percent
increase in 1979. Sales to our
residential customers were
affected by the hot summer and
increased 7.1 percent. Sales
to our commercial customers
increased 3.5 percent, while
sales o our industrial customers
decreased 3.4 percent, reflecting
the downturn in the economy.
Sales to rural cooperatives,
municipal utilities, and other
electric utilities increased 12.5
percent and reflect the decision
of several municipal electric

utilities to take service as
wholesale customers rather than
purchase power under
interchange agireements

Net interchange sales of electric
energy to other electric utilities
decreased $18 million from 1979,
the year of highest interchange
sales in the Company’s history.

Therm gas sales for 1980
decreased 6.3 percent from
1979. Saies to our industrial
customers increased 0.5 percent
and reflect both the increased
supplies of gas made available
to these customers and the
impact of the economic decline
Sales to our residential and
commercial customers decreased
9.9 and 9.1 percent, respectively,
and reflect both the warmer
weather conditions in 1980,
particularly during the first
quarter, and decreased usage due
to customers installing additional
insulation and lowering
thermostat settings

Arthur E. Gray-—Accounting and Data Processing



Financing
A I AR NS

We issued common and preferred
stock and two series of first
mortgage bonds in 1980. These
issues, plus funds generated
internally, provided the financing
for our 1980 construction program
and the refunding of $10 million
of first mortgage bonds which
matured on April 1, 1980.

On March 6, three million shares
of common stock and 720,000
shares of 11.66% cumulative
preferred stock were offered to
the public by groups of
underwriters. Proceeds to the
Company were $45.1 million and
$35.6 million, respectively, from
the two sales.

On August 13, we offered a
total of $125 million of first
mortgage bonds in two separate
series to groups of underwriters,
We sold $75 million of first
mortgage bonds, 113 % series
due in 1987, for proceeds of $74.2
million. These bonds were
renffered to the public to yield
11.45%. Fifty million dollars of
first morigage bonds, 125 %
series uwue 2010, were sold for
proceeds of $49.3 million and
reoffered to the public to yield
12.7%

We entered into an additional
credit agreement in May with four
Chicago banks which provides for
a revolving loan commitment of
$60 million through May 1, 1983
with a provision for conversion to
a three-year term loan. No
borrowings were made under this
agreement in 1980.

The 2,020,208 shares of new
common stock issued under the
Automatic Reinvestment and
Stock Purchase Plan, the
Employees Stock Ownership
Plan, and the Tax Reduction Act

Stock Ownership Plan and Trust
provided approximately $37.1
million during 1980. These plans
have now provided $72.3 million of
new capital through the issuance
of 3,617,851 shares since they
were begun. Approximately 12,600
security holders are now
participating in the Automatic
Reinvestment and Stock Purchase
Plan. Security holders interested
in obtaining more information
about the reinvestment plan may
obtain a copy of the prospectus
and other material from D. F.
Meek, Secretary and Treasurer,
Ilinois Power Company, 500
South 27th Street, Decatur, lllinois
62577,

70 meet estimated construction
requirements for 1981 of $365
million, we anticipate approxi-
mately $230 million of long-term
financing in 1981 and the balance
to be provided by short-term
borrowing and internally
generated funds. The types,
amounts and timing of these
financings have not yet been
determined. These estimates
assume that our current rate
request will be granted in full.

In January, 1981 a 50 percent
owned affiliate, Illinois Power
Fuel Company, was tormed to
finance a part of the nuclear fuel
for the Clinton power station. The
fuel company purchased the
approximately $40 million
invastment lllinois Power
Company has to date in nuclear
fuel, and will finance the
remaining stages of processing.
This fuel company affiliate will be
able 12 mee! itc financing needs
almost ex clusively with debt
instrumenits, with the initial $40
million being financed with
commercial paper. When Clinton
Unit 1 becomes operational, we
will lease the fuel from the
affiliate.

Request For Rate Increase
AT M O AN U

On August 8, 1980 we filed

with the Illinois Commerce
Commission a request to
increase out electric rates. If
approved, the proposed electric
rates would increase annual
revenues by approximately $115
million or 23 percent. No increase
in natural gas rates was

sought.

We requested that a total of
$510 million of construction work
in progress be included in the
electric rate base. If this is
granted, we will discontinue
capitalizing an allowance for
funds used during construction
on that amount.

With the entire proposed retail
rate increase, our electric rates
would continue to be among the
lowest of the major utilities
operating in the State of lllinois.

This filing includes some
changes in the residential rates
with the addition of a demand-
metered rate with time-of-day
energy charges for our larger
residential customers.

The ICC is permitted 11 months
to issue a decision. Accordingly,
we expect an order by early
July, 1981,

Upon compiation of our last
electric and gas retall rate case
in November, 1979, we and
several intervenor organizations
petitioned for reconsideration of
the ICC decision. When these
were denied, the parties appealed
to the Circuit Court in Champaign
County, lllinois. Oral arguments
were presented to the court in
December, 1980. We questioned
the failure of the ICC to base its
order on a fair value rate base,
as required by an October, 1980
Illinois Supreme Court decision.
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Clinton Nurlear Unit
Progress
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tubing and start of turbine
installation in the turbine
building, and

-~ The completion of the
manufacture, staging, testing and
shipment of the Power Generation
Control Complex paneis for the
control room.

At the end of 1980, with all
structures in the power block
closed in and weatherized for
year-round construction, wa
estimated that Clinton Unit 1 was
72 percent completed.

The construction of the 345
kilovolt (kV) switchyard, 345/138
kV transmission substation and
about 35 miles oi 545 kV
transmission line was completed
for Clinton. These facilities and an
additicnal 22 iniles cf 345 kV
transmission line, completed
earlier, were energized during
1980. They reinforce the bulk
supply transmission serving our
Decatur service area and will
ultimately provide outlets for the
power generated at the Clinton
power station.

In 1980, the ICC began formal
hearings to investigate possible
incentives for control of
construction costs at Clinton
Unit 1, We presented evidence
that existing work force
management improvement
programs and natural financial
market pressures adequately
control costs and that art'ficial
incentive schemes are neither
appropriate nor necessary.

Staffing for plant operation
continues on schedule. Twenty-
one people have successfully
completed a rigorous two-year
training program, including a
nine-week course at the Black
Fox Simulator near Tulsa,
Oklahoma. Successful completion
of this training program qualifies
employees to take the NRC-
administered examination to
become licensed reactor
operators for the Clinton power
station.

Electric and Gas Services

While construction of new
residential units in our territory
dropped by approximately 35
percent in 1980, electric space
heating was installed in more than
60 percent of the new units.
Approximately 65 percent of the
commercial expansion was
heated electrically.

The unusually hot and dry
summer weather and the grain
embargo made 1980 a ditficult
year for our farm customers and
resulted in a slower rate of growth
in electric grain drying loads and
automated animal confinement
buildings. The abnormally dry fall
weather and early harvest did not
require as much grain drying as
normal and fewer therms ¢f gas
and kilowatt-hours were used.

Increasingly, our residential
and commercial customers are
converting from highly-priced oil
and LP gas to either electric or
natural gas heating.

On July 15, 1980 we
experienced a peak electric
demand of 3,150,450 kilowatts-—
4.3 percent higher than the 1979
firm peak demand. Extremely hot
weather that day tended to offset
a general decline in peak load
demand from industrial customers
due to unfavorable economic
conditions.

Gas supplies continued to
improve during the year but less
severe winter weather and the
economic recession caused 1980
gas sales to be lower than those
of 1979. Four of our gas pipeline
suppliers have lifted curtailments.
They are supplying full contract
volumes during the five winter
months and are able to fully
supply system requirements on
a year-to-year basis.

\We are able to make gas
available at the time of request
for new residential and
commercial customers for the
first time since 1970 when
restrictions were adopted
because of limited supplies of
natur~! gas. All industrial

applicants for gas service as of
January 21, 1981 have been
offered service. In all, we gained
approximately 4, 200 new natural
gas customers during 1980.

Werk continues on our new
electric and gas dispatch center
that will be completed in 1983.

Systems Reliability
R BT Y A LT O S R

We plan, design, and operate our
electric and gas systems to
provide safe, economical, and
highly reliable service to our
customers. This quality of service
is further insured by coordinated
planning with neighboring
utilities.

We work closely within the
illinois Missouri Pool, the Mid-
America Interpool Network, and
the National Electric Reliability
Council to insure that the
interconnected electric system
can reliably deliver bulk power
to large regional areas.

We have been able to make
extensive use of our inter-
connections to import, export,
and transfer power to maintain
reliability and economy in our
service area. These interchanges
also have helped in the national
efforts, encouraged by the
Department of Energy, to
conserve oil in other parts of the
United States. Electricity sold
from nuclear and coal-fired plants
in the United States and Canada,
including lllinois Power Company,
to other utilities replaced nearly
116 million barrels of oil in 1980.
Our net inte rchange sales totaled
over 1.2 bil ion kilowatt-hours for
the year.

The reliability of our electric
system was tested by major
storms four times in 1980. Rain,
high winds and tornado-like
weather disrupted service
throughott our territory in the
summer anc iall. Service was
restored to all customers with
minimum delay.



Fuel Supply

Coal accounted for 97.3 percent
of the fuel we used during 1980
in the generation of electricity.
Oil accounted for 1.3 percent;
and other fuels, 1.4 percent.

In response to the Department
of Energy's request and in the
public interest, we continued to
use natural gas for three of the
generating units at the Wood
River power s atior. and two
combustion turbine peaking
plants to reduce demand for
No. 2 distillate fuel oil.

Future needs for existing
coal-fired units are estimated
to be 162 million tons.
Contracts in effect as of
December 31, 1980, including
extension options, provide for
delivery of approximately 159
million tons.

Uranium needed through 1995
for the Clinton nuclear station
will be supplied by Kerr-McGee
Nuclear Corporation under the
terms of two contracts. They
provide for the purchase and
conversion of approximately 5.4
million pounds of uranium to be
delivered to the Department of
Energy, with whom we have
30-year contracts for our fuel-
enrichment requirements.

A contract with General Electric
Company provides approximately
15 years of fuel fabrication, the
final step of preparing uranium
for reactor fuel.

Environmental Protection

AR AR S PR R A
Operating expenses for
environmental related activities
in 1980 exceeded $52 million.
This equals approximately 9.3
percent of our revenue from the
sale of electricity in 1980, Our
accumulated capital expenditures
for environmental protection
programs since 1969 have
reached $149 miilion.

We have obtained or applied
tor all necessary air pollution
operating permits and water

poliution control operating
permits for our facilities.

The Illinvis Pollution Contr 3l
Board approved a sulfur diox de
emission limit for the Baldwir
power station in 1979 which siill
is under review by the U.S.
Environmental Protection Agency.
Based on data gathered in 1¢/9
and 1980, we submi‘t.¢ to the
State EPA a demonstration that
the lllinois Pollution Control
Board-approved emission limit
will not result in violation of
standards.

The Baldwin power station was
among 15 plants, in five states,
identified as targets of possible
suits by the State of New York for
alleged violations of federal Clean
Air Aci standards. We received a
notice in December of New York
State's intent to file suit.

In July, the U.S. EPA adopted
& new set of regulations which
reclassified the 2,000-acre cooling
pond at the Baldwin power station
and will make it necessary to
install pollution control equipment
on the waste water entering this
pond. It will cost about $10
million to meet these new
standards by July, 1984, as
required. Meeting some aspects
of these regulations at our other
plants could cost another $16
million. Regulations being
developed under other federal
environmental laws can have
further economic impact on our
operations.

We filed a petition with the
lllinois Pollution Control Board
to obtain a higher thermal
discharge limit for one-unit
operation at the Clinton power
station. This would eliminate the
need for installation of a
supplemental cooling system
for dische rge water to the
5.000-acre cooling lakz until a
second generat.ng unit is
installed. A hearing has been
held on this petition and a
decision is expected during 1981.

As National Pollutant
Discharge Elimination System
permits were renewed, portions
of new permits that could

later create undue hardships on
power generating facility
operation and unnecessary
expens( to the Company we e
appes'ad. We appealed thrrse
permits to the Pollution Coatrol
oard where one is pendirig. One
has been appealed to the lilinois
Appeilate Court and one to the
Illinois Circui* Court.

Research and Development
M0 NI WIS

Research and development
expenditures for 1980 totaled
about $4.5 million. Included

were funds for research in nuclear
power, air and water standards,
coal gasification, cogeneration,
solar, waste heat utilization and
other technologies to meet

future energy needs in an
environmentally and economically
acceptable manner. Our 1981
expenditures are estimated to be
$4 million.

Our largest single 1980
expenditure, $1.6 million, was
made through the Electric Power
Research Institute (EPRI), an
organization formed to coordinate
the electric utility research of
more than 580 public, private and
cooperative utilities. Total
payinents to EPRI by all members
during 1981 are expected to
reach $265 million.

This was our fifth year of
support for the Allis-Chalmers
kilngas coal gasification process.
Full demonstration-project
funding was achieved during
1980. Formal groundbreaking
took place in October, 1980 to
begin the construction phase of
the demonstration plant at our
Wood River power station. During
1980 we invested $1.1 million of a
total five-year commitment of
$5.5 million for the construction
and demonstration phases
of this process. The total
cost of the program is
estimated at $135 million.
Allis-Chalimers, the State of
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Customer Services
B

We have consolidated all of our
customer-related conservatior
programs in a new energy
programs department to promote
energy conservation measures
and the more efficient use of
energy

By the end of 1980 we had
conducted energy audits of
approximately 77,000 residential
structures and a total of 1,934
commercial establishments

We brought many large
commercial and industrial
customers together at our fourth
Energy Efficient Equipment
conference last spring and at an

industrial Energy Symposium for
our largest industrial ¢
Energy topics of iniutual interest
were discussed

We have been active in the
organization of the state plan for
llinois to comply with the Nation:
Energy Conservation Policy Act
which requires that regulated
utilities encourage the installation
of energy conservation measures
ncluding renewable resource
measures, in existing homes ot
residential customers. While no

government mandates require

ustomers

such energy conservation
promotions for industrial
customers, we will continue
efforts to benelit both our
customers and the Company
To encourage economic
development in out ".\"".""'\ Our
tatt pr €8 profe nal
{ est naustr a
L1 We analvze a
IDANY & ¢ rements ar
, ymic, geographic and
iemographic factors and
re FIMIMETr 4 { ‘t ¢ ) 1! n=s !
pa lanning expar
1 f r territory, W
ymmunities a training
program designed 'O L .ovide a
trained and skil ' ed development
team abie o present a
nmunity's advantages to
justrial prospects. it was started
1974 and has been used by

about 20 communities, including
six in 1980

n 1980, 34 new industrial
plants, 1.2 million square feet of
new facility space, and 720 new
jobs were added to our territory's
economy. Forty existing
customers constructed an
additional 1.3 miilion square feet
of space and added 507 new jobs

During 1980 we made a major
commitment to help offset the
loss of manufacturing jobs and
the eroding tax base within the
lllinois portion of the St. Louis
metropolitan area. We have
completed initial development of
435 acres of Company-owned
property at Granite City, lllinois
nto Northgate Industrial Park
The property is being fully
developed for commercial and
trial usage and phase one
expected to be totally occupiec
by the end of the decade with
more than 1,000 new permanent
jobs created for area residents
On May 9, groundbreaking
ceremonies were held for the first
tenant, the Precoat Metals
Division of Chromalloy American

Corporation

o

The lllincis Commerce

David F. Meek-

Commission issued an order
making permanent last year's trial
restrictions on disconnection of
service. Under this order utilities
have more stringent requirements
to notify custormrars before winter
terminations for non-payment,
resulting in substantial increases
in collection costs and in
uncollectible accounts

in 1979, we initiated project
HELP through which we asked
customers who expect winter
payment problems to contact us
We work closely with
governmental agencies in
arranging payment assistance
to our customers

Report of Management

The financial statements and all
information in this annual report
are the responsibility of
management. The financial
statements have been prepared in
conformity with generally
accepted accounting principles
consistently applied and, in the
opinion of management, fairly
reflect the Company's financial

Secretary and Treasurer

1"



position, results of ¢serations and
sources of funds provided for
gross property additions.

The Company maintains
accounting and internal control
systems which it believes are
adequate to provide reasonable
assurance that assets are
safeguarded against loss from
unauthorized use or disposition
and that the financial records are
reliable for preparing financial
statements

The financial statements have
been audited by our independent
accountants, Price Waterhouse &
Co., in accordance with generally
accepted auditing standards
which include a study and
evaluation of internal control for
the purposes of establishing a
basis for reliance thereon relative
to the scope of their examination
of the financial statements. In
addition to the use of independent
iccountants, the Company
maintains a professional staff of
internal auditors who conduct
financial, procedural and special
audits. The selection and training
of qualified personnel, the
establishment and communication
of accounting and administrative
policies and procedures, as well
as the program of internal audits,
are important elements of the
internal control system.

The Audit Committee of the
Board of Directors, consisting
solely of non-management
directors, meets periodically with
management, the internal
auditors, and the independent
accountants to discuss audit and
financial reporting matters. Both
Price Waterhouse & Co. and the
internal auditors have direct
access to the Audit Committee to
assure their independence.

12

Board of Directors
VRTINS 201 BRGNS PN NN

Miss Eva Jane Milligan was
elected to the Ecard of Directors
on March 27, 1980. Eleven other
directors were re-elected.

Miss Milligan, of Chicago,
Illinois, is Senior Vice President,
General Personnei Manager of
Marshall Field & Company.

Members of the Board serve on
committees established to
address various issues of
management. Recommendations
of the committees are presented
to the full Board for discussion
and final determination Current
committees and their member-
ships are:

Finance Committee
BT TR | S

The Finance Committee meets to
review the Company's financia!
forecast, financing plans, and
pension fund investments and
makes recommendations to the
Board concern.ng such matters.
Members of the committee are:
George E. Hatmaker, chairman,
William C. Gerstner, Wendell J.
Kelley, Keith R. Potter, Boyd F.
Schenk, Richard P. Stone,
Charles W. Wells, Gordon R.
Worley and Vernon K.
Zimmerman.

Audit Committee
YR B ST AR S

The Audit Committee
recommends the appointment of
the Company's independent
accountants, confers with the
independent accountants, and

reviews the scope of the audit, the
results of aucitors' examinations,
and the activities of the
Company's internal auditors. The
members are: Vernon K.
Zimmerman, chairman, Robert J.
Burow, George E. Hatmaker, John
H. Leslie, Eva Jane Milligan and
Richard P. Stone.

Cumpensation and
Organization Committee

This committee reviews and
recommends compensation of
elected Company officers, reviews
benefit plans and recommends
nominees to fill vacancies on the
Board of Directors. The members
are: Keith R. Potter, chairman,
Robert J. Buirow, Wendell J.
Kelley, John H. Leslie, Eva Jane
Milligan, Boyd F, Schenk and
Gordon R. Worley.
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Management's Discussion and Analysis of Financial Condition and Results of Operations

Reference is made to the Financial Statements and
Electric and Gas Operating Statistics for information
concerning financial condition and results of opera-
tions. The factors having significant impact upon finan-
cial condition, changes in financial condition and re-
sults of operations since January 1, 1978 are as follows:

Liquidity and Capital Resources

During the years 1978 through 1980, the capital re-
quirements for construction were approximately $312 .4
million, $291.6 million, and $315.6 million, respectively,
and for bond refunding were $15 million, $15 million,
and $10 million, respectively. The major item of con-
struction is the Clinton nuclear power station which
accounted for approximately 64.4% of the construction
expenditures in this three-year period. In June, 1978,
construction of a 450 megawatt coal-fired unit at the
Havana power station was completed and the unit was
placed into commercial service at a total cost of ap-
proximately $189.3 million. Our 80% ownetship in-
terest in the Clinton nuclear power station Unit 1 is
estimated to cost $1.382 billion and will require addi-
tional capital expenditures of approximately $514.9
million or about 42 2% of our projected capital require-
ments for the five-year period 1981-1985. These esti-
mates of expenditures for the Clinton plar.. assume the
inclusion of 8510 millien of construction work in prog-
ress (CWIP) in the electric rate base as requested in
the Company's current rate proceeding. Without the
additional CWIP the construction expenditures would
be increased by about $75 million,

Cash flow from operations has provided sufficient
liquidity to meet ongoing operating requirements and
to provide additional funds for the construction pro-
gram. The capital requirements during the three-year
period have been provided in approximately the follow-
ing proportions: 40.2% through the issuance of long-
term debt, 33.3% through the sale of common and pre-
ferred stock, and 26 5% through funds provided from
operations

During this three-year period, we used short-term
borrowings to meset interim cash requirements. These
short<term obligations were repaid from long-term
financings, and, at December 31, 1980 there were no
outstanding short-term barrowings.

Lines of credit with commercial banks are maintained
to meet interim cash requirements. At December 31,
1980 we had unused lines of credit in the amount of
$169.1 million, including a new credit agreement of $60
million negotiated in 1980, against which no borrowings
have been made.
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At December 31, 1980, based upon the most restric-
tive earnings test contained in the Company's Mortgage
and D=cd of Trust, approximately $108 million of addi-
tional first mortgage bonds could be issued at an
assumed interest rate of 14%.

To obtain the capital necessary for our ongoing con-
struction program will require the Company to maintain
the financial standards necessary for flexible access to
financial markets. Our bonds and preferred stock are
currently rated double A and our common stock is
rated single A-. To preserve these financial ratings,
which result in lower financing costs and thereby bene-
fit both our customers and shareholders, we filed a re-
quest for an electric rate increase with the Illinois Com-
merce Commission on August 8, 1980. If granted, this
increase would provide about $115 million in additional
annual revenue commencing in July, 1981. A substantial
amount of this increase was requested to cover a por-
tion of the financing costs attributable to the Clinton
nuclear power statior While we capitalize an allow-
ance for funds used during construction, this non-cash
credit to income does not provide immediate cash to
pay these financing costs, Further, in an effort to re-
duce projected capital requirernents, the Company nas
arranged to lease most of its nuclear fuel from a fuel
company affiliate formed in January, 1981.

Without additional rate relief, it is foreseeable that we
will be unable to maintain the interest coverage ratio
required by the Mortgage and Deed of Trust for
the issuance of additiona! first mortgage bonds. To
meet the projected capital requirements associated
with the ongoing construction program and other work-
ing capital needs, this interest coverage deficiency
would necessitate the use of alternative and potentially
higher cost financing methods.

Results of Operations
Electric Operations—Electric revenues increased
during the years 1978 through 1980 as a result of rate
increases, increased fuel costs passed on in billings
to our customers and increases in kilowatt-hour sales

as shown below: Twelve Months Ended
December 31

’

1980 1979 1978

$U8.304 §26845 $68.640

Revenue increase
(thousands of dollars) ....
Components of revenue

increase (% )—
Rate increases ........... 53% 12% 23%
Kilowatt-hour sales .. ..... 20 45 17
Recovery of increased

fuel COBI8 .+ i coreiasss 27 43 60

100% 100% _ 100%

N R R R R R N IR = S—



Revenue growth from rate changes reflects general
rate increases of 11.3% effective June, 1977 and
10.9% effective November, 1979, as granted by the
Minois Commerce Commission.

The changes in economic and weather conditions
during this three-year period, as well as our customers'
conservation efforls, were the major factors affecting
kilowatt-hour sales which increased 4.8% in both 1978
and 1979, but only 1.8% in 1980.

The cost of fuel for electric plants increased $58.5
million in 1978, 818.5 million in 1979, and $15 million in
1980. Factors which impact fuel costs include kilowatt-
hour generation, fuel price increaser and the avail-
ability of all generating units. Kilowatt-hour generation
increased 8.2% in 1978 and 6.9% in 779, and de-
creased 3.1% in 1980. Coal, which is our primary fuel,
constituted about 82.3%, 95.9% and 97.3% of our fuel
used for generation in 1978, 1979 and 1980, respec-
tively. Correspondingly, the weighted average cost per
ton of coal burned increased about 33.7% in 1978 and
59% and 134% in 1979 and 1980, respectively, In
1979 the fuel cost increase was partially offset by
the greater use of lower cost generating units. Further,
the commercial operation of Havana power station unit
6, beginning in June, 1978, increased the Company's
coal-fired generating capacity which is lower in cost
as compared to either gas or oil,

Sales of interchange power fluctuate as a direct
result of market demand based upon the needs of
other utilities and the avallability of our generating
capacily to serve those needs. The credit for power
interchanged-net increased about $16.2 million and
$11.4 million in 1978 and 1979, respectively, and de-
creased $18 million in 1980. During this period, there
existed a favorable market for these “"opportunity sales”
of interchange power and our generating capacity was
avallable when needed

Gas Operations—Gas revenues increased in each of
the years 1978, 1979 and 1980, principally reflecting
recovery of the increased cost of natural gas passed
on in billings to our customers, Other factors allecting
gas revenues were the 7.9% rate increase granted by
the lllinois Commerce Commission in November, 1979,
and changes in therm sales. The components of
the annual revenue increases were approximately as
follows:

Twelve Months Ended
December 51,

1980 1879 1878

Revenue increase

(thousands of dollars) .... ga,zu M gglim

Components of revenue

increase (% )—
Recovery of increased
0as COBIS . . ...o.0yii.. 100% 82% 42%
Rate increases .........., 36 1 —
Therm sales ........e.x.. (36) 17 58
100%  100% 100%

During this three-year period, improvements in avail-
ability of gas from our pipeline suppliers, conservation
efforts of our customers and the election of limited firm
customers to change to interruptibie service have en-
abled significant volumes of gas to be available to meet
a backlog of customer requests for additional gas serv-
ice. We believe that for the next few years growth in
therm sales will be affected by market demand rather
than gas supply.

The increase in gas supply, changes in ect.iomic
and weather conditions, and customer conservation
efforts were the major factors affecting therm sales dur-
ing this period, which increaseu 10.4% and 1.6% in
1978 and 1979, respectively, and decreased 6.3% in
1980.

The cost of gas purchased for resale increased $27.7
millior;, $45.8 million and $27.7 million in 1978, 1979
and 1980, respectively In each year, the cost increases
were primarily attributable to higher prices paid for
gas. The average cost per therm increased 11.7%,
29.6% and 20.2% in 1978, 1979 and 1980, respectively.

Other Expenses and Taxes—-Since 1977 the Com-
pany has cxperienced increases in other operating
expenses, maintenance and general taxes as follows:

1980 1976 1878

{Thousands of Dollars)

Other operating expenses .... $12,097 $3,068 $10,636
MaINeNance ., ......ouevrye 2419 3,809 5,035
Depreciation ......cuvesinns 1,868 4398 4,381
General 1axes .............. 17164 800 7.351

During the above three-year period, both other
operating expenses and maintenance have been
affected by the impact of inflation which, as measured
by the average Consumer Price Index, increased about
7.7%. 11.3% and 135% in 1978, 1979 and 1980,
respectively,

In addition to stringent controls over expenses, we
have, through both the timing and scope of our rate
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Management's Discussion and Analysis of Financial

Condition and Results of Operations (Continued)

requests, attempted to minimize the financial impact
of inflation. In the request for an electric and gas re-
tail rate increase filed with the lllinois Commerce Com-
mission (ICC) in January, 1979 (rate order subse-
quently received in November, 1979), we requested
and received an adjustment to other operating and
maintenance expenses (o provide for partial recovery of
such expenses at an inflationary level oprojected
through 1980. Similarly, in the electric retail rate in-
crease request filed with the ICC in August, 1980, we
again requested an adjustment for the projected cost
increases, due to inflation, during the first year the new
rates would be in effect.

The increases in other operating and maintenance
expenses reflect increased wages and employee bene-
fits as well as we continuing effect ut the inflationary
trends on all costs and expenses. Other operating
expenses for 1978 also reflect the expenses incurred
in the testing of Havana power station Unit 6 prior
to commercial operation on June 22, 1978, and for
1980 reflects the increase in uncollectible accounts, In
addition, the 1978 maintenance expenses reflect the
costs associated with ice storms which occurred in
March and December.

Depreciation expense during 1978 and 1979 in-
creased primarily as a result of the completion of
Havana power station Unit 6.

General taxes have increased each year as a result
of higher state and municipal public utility taxes asso-
ciated with the growth of operating revenues. In addi-
tion, real estate taxes have escalated annually, refiect-
ing both increased assessed property valuations and
higher 1ax rates. In both 1979 and 1980, general taxes
reflected the implementation of the lllinois Corporate
Personal Property Replacement Tax Law. This new law
eliminated both personal property and capital stock
taxes as of January 1, 1979. Effective July 1, 1879
these taxes were replaced with a tax on invested capital
and an additional tax on income.

The Company's effective combined federal and state
income tax rate has been 368%, 35.1% and 36.2%
for the years 1978, 1979 and 1980, respectively. For
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a detailed analysis of income tax components, see Note
5 of the “Notes to Financial Statements'',

Other Income—Total allowance for funds used dur-
ing construction (AFDC) increased approximately $8.7
million, $9.8 million and $12.5 million during 1978
through 1980, respectively. Increases in AFDC relate to
the amount of construction work in progress (CWIP),
discontinuance of the capitalization of AFDC on ap-
proximately $79.9 million of CWIP included in our rate
base between June, 1977 and June, 1978 for Havana
Unit 6, and about $97.1 mi'"an of CWIP included in rate
base beginning in November, 1979 for the Clinton
nuclear power station Unit 1, The 1980 increase in
AFDC also reflects an increase in the AFDC effective
after-tax rate from 7.0% to 7% %, beginning May 1,
1980, to reflect the increased cost of financing rur on-
going construction program.

The increase in miscellaneous-net reflects increased
income tax reductions applicable to non-operating
aclivities, principally construction projects.

Interest Charges—Interest charges have increased
$9.9 million, $9.9 million and $13.2 million during 1978
through 1980, respectively. These increases primarily
reflect the $325 million of long-term debt issued during
the period at a weighted average interest rate of 10.3%.
During this period we ratired $40 million of long-term
debt with a weighted average interest rate of about
2.9%.

Earnings per Common Share—The changes in net
income applicable to common stock in 1978 through
1980 resulted from the interaction of all the factors
discussed herein, including the issuance of additional
preferred stock. Changes in earnings per commorn
share also reflect the increased number of common
shares outstanding in each year. (See Notes 9, 10
and 11 in the “Notes to Financial Statements').

Inflation—The high rate of inflation which has been
experienced in recent years has an impact on our re-
ported earnings, shareholders equity and other financial
information that is not measured by traditional account-
ing methods. For supplementary information to disclose
the effects of changing prices, see pages 30 and 31.



ASSETS
Utility Plant, at original cost

Investments and Other Assets

Current Assets

Deferred Charges

CAPITAL AND LIABILITIES
Capitalization

Current Liabilities

Other

December 31,

1980

$2,481,189

327.991
2,808,180
607,017
2,202,163
39,429
2,253
2,243,845
8,596

10,441
6,000

63,866

67,744
17,388
22,743
21,494
209,676

3,855
1,219
5nN174
$2,467,191

$ 572,685
183,060
4,640
751,105
21517
36,000
991,402
1,993,678

65,014

25,648
9,681
25,039
28,716
12,866
166,964

173,221
133,228
306,549

$£2,467,191




STATEMENTS OF INCOME

For the Years Ended December 31, 1980 1979 1978
Operating Revenues*®
IO oot 500000 95 030 T u s edar s AP-E4 045 ok ot KB ol WA NG ok sk $5€7,356 $479,052 $452,207
<1 PR, B (P A R BT R 0 R e e R B S 316,014 _272,770 219,807
TR () 35 s Aot g 0 ot b e i i 4 o S o 883,370 751,822 672.91_4_
Operating Expenses and Taxes
Fuel for aleotric pIants .. .....csssaicrsanssins e B e e 240,601 225,621 207,082
POWET DUIRRBEH TOT FIINEE 1 ¢ 004 ik 00w ¢ 0 59 100 8 ik 5T -RR8 % A A4S e 6,527 6,171 5,505
Power Interchanged—net .......... ..c.un A iy e Dt A (40,452) (58,498) (47,078)
CGas purchased for resale ..... LA R R L. U B G L O S 218778 191,296 145 486
Ot ODOTAUNG BUDBABED s ov s vd 6148 50 Ea A4S 8400484456 410 6086 64 305 85,628 73,531 70,463
MABINMBNEAGE. o i v ivaamns 15 55 sm 5an s 6%4 e P e e 40,182 37,763 33,954
REnIBOHRION .5 ¢ 5 s dudavd sanpe A a0 A caa e ok Ik o A o e ek e 57,835 55,967 51,569
CABTVETED THORIE . ¢ oo 4 000500 6600 3 13 A R N T R 3§ 2016 AT S o HE 30 72,389 55,225 54,325
State income taxes—current .........000 o eIt S R T 7,983 4,820 2,697
deferred (NBL) ......ccovviierinernanninsnns 3,169 2.090 1,846
Federal INCOMS TAXEE—<BU B & ocseereatsesssrrosiossnsossassoss 27,210 14,231 6812
delorred (OBL) . .ouvevaiosviions P e e 15,683 15,329 18.638
Investment tax credit—deferred (net) ...........coocivinniiiinens 23,071 21,958 22,793
ToIal «osriaan S RN R A B e AR ik e o e ... 758,824 645,504 “574,092
DIRSTRIAD TACEITNE . s« £ 2119w ia 5ie kA A8 SE 0 5 AT 9 4 BN W40 A 124,546 106,318 _ 97922
Other Income
Allowance for funds used during construction—
All funds~—prior to January 1, 1977 .. .covvnveirinianncarnones — - —
Other funds-—atter December 81, 1876 ........coevvivunrinnen 36,567 27,520 21,321
MUBDSURHBOUS =TI 4.0 v mns onaiba g eat dmne v g oo n s i's o ko b 14,798 10,043 ___ 9402
e P PP W A AP ps ~ 51,365 37,563 80723
Income before interest charges . ............ 0 R e ey 175911 _143.881 128,645
Interest Charges
RIS O IONG-IBIIT RIEDE. 5 . o ek 2ion i Kom B W A g ek 72,952 62,005 52,453
EHNOr THOVIEY EREATEIE. v 5 v v wd + 40806 N H8 RN S 2N 5400 s £ 976 5 278 4770 1,752 1,439
Allowance for borrowed fur.ds used during construction— |
afer Dacormber 8%, ABI8 ... .vasivponcinsnosivaasmessnnsss s (14,653) _(11,211) __(7.608)
ORI on b e 206 3 TS ko TR I [0 9 10 B8 K AT BB o Ay g 62,349 __ 52,546 46,284
Net Income ... STt I T R A 113,562 91,335 82 361
Preferred dividend requirements . ................ PP P 19,069 15,699 15,699
Net Income applicable to common stock . .. ......... SR . § 94493 $ 75,636 $ 66,662
Weighted average number of common shares outstanding
during the period B L P . A PS I be ek o T I A T Tx Pttt & sustatals . 32,906,017 27.979.606 24,302,139
Earnings per comman Share ... ....vvveresyos ri . {5 $2.87 $2.70 $2.74
Cash dividends declared per common share .............. o $2.355 $2.28 $2.28

" Includes revenue refated taxes added to customer billings in each of the years 1971 through !980. In 1980, 1979 and 1978
these revenue related taxes were $20,643.000, $17,526,000 and §15,448,000, respectively.

RETAINED EARNINGS

For the Years Ended December 31, 1980 1979 1978
i S N P {Thousands of Dullars)
BAISNGD & Baginning OF WO .50 o« dosioresd chmis ale x4 5o xskrs easaas iy $168,553 $157,532 $147122
Net Income ........ e G 8 A WY e e R W SR ke e 113,562 91,335 82,361
282,115 248,867 229,483
Less—
Cash dividends—
PrEfarodd SO0K (v scyesqiosinisiiqse % 1 S el iy e A S e F 19,419 15,699 15,699
KOOTIENON BIOOK. 0 o oobiin nsiiainn ais o g s 5 gm0 EA NS AR 8 WARER 4o 79,636 64815 56,252
~ 99,085 80,314 71,951
DEENOD 81 Big) 65 YOBE s ovasiiivcnsoms aaiasainnss son ausn boassss $183,060 §168.553 §167.532

See notes io tinancial statements which are an intagral part 0! these statemenis
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ILLINOIE POWER COMPANY/ANNUAL REFORT 1880

1977 1976 1975 1974 1973 1972 1971
(Thousands of Dollars)

$383,567 $303,066 $275,809 $221,126 $199,489 $177,209 $159,175
183,820 158,595 183,142 108,789 94,953 95,445 86,221
567,387 461,661 408,951 ~329,915 294,442 272,654 245,396
148,553 123,782 88,725 63,013 41,408 34,470 31,892
8,664 7,092 5591 4727 4179 3,671 8,156
(30,855) (51,484) (29,522) (18,321) (10.547) 266 (9.806)
117,812 91,476 71,288 56,539 47,728 46,469 40,722
59,827 53,295 49,631 41,083 37,649 32,302 29,737
28,919 25,726 19,506 17,584 16,131 156,500 13,583
47,188 45,556 42,911 39,282 36,103 32,178 30,230
46,974 40,368 37,036 31,210 28,833 26,282 23,719
3,188 2,444 2,381 1,717 1,732 1,479 1,868
980 1,199 1,166 817 813 714 702
16,760 16,001 11,575 15,831 14,099 15,265 20,711
9,053 11,433 11,681 7,367 7,199 6,838 4,342
19,573 10,994 15,034 1,706 5118 1,567 395
475,636 377,882 827,008 262,555 230,445 217,001 191,251
81,751 EEREE) 81,948 " 67,560 63,997 55,653 54,145
- 10,503 7,459 7,960 7,189 7,339 4,018

16,137 —_— — — _ — —
5,709 3,174 1,967 2,231 2,143 2,101 1,174
20,846 "~ 18,677 9,426 ~ 10,191 9332 T 9,440 ~ 5192
12,507 97,456 9137 851 73329 65,003 59,337
42,091 85,927 33,144 28,779 25,237 22,810 20,615
1,888 1,744 1,508 4122 891 1,079 1.511
(5 046) = el - = e Y AL N
738,933 87w 34,652 82,901 26,128 23,889 22,126
73,664 59,785 T 66,722 44,650 47,201 TT41,204 ar.21i
18,257 10,606 7,229 7,229 7,229 5,729 3,078

§ 60,407 § 49179 § 49,493 § a7.421 § 39972 § 35475 §341
22,521,013 20,369,958 18,277,397 16,544,110 15,940,000 14,887,945 13,946 849

- 8268 $2.41 $2.71 $2.26 $2.51 $2.38 $2.45

- s222 $2.20 $2.20 $2.20 $2.20 $2.20 $2.20

f R\ om—— S

To the Board of Directors of lllinois Power Company:

In our opinion, the accompanying balance sheets and related statements of income, of retained earnings
and of sources of funds provided for gross propert; additions present fairly the financial position of
lllinois Power Company at December 31, 1980 and 1979, and the results of its operations and the sources
of funds provided for gross property additions for each of the three years in the period ended Decem-
REPORT OF per 31, 1980, in conformity with generally accepted accounting principles consistently applied. Also, in
INDEPENDENT our opinion, the statements of income and of sources of funds provided for gross property additions
for each of the seven years in the period ended December 31, 1977, which have been prepared from the
ACCOUNTANTS applicable statements covered by our reports on each of those years, present fairly the financial informa-
tion included therein. Our examinations ¢f these statements were made in accordance with generally
accepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances

February 2, 1981 10 . lAJ
et alildioar VG
“ 19



STATEMENTS OF SOURCES OF FUNDS PROVIDED
FOR GROSS PROPERTY ADDITIONS

Fof tho Ynn lndod December 31, 1980 1979 1978
Funds Provided from Operations
R e R el X P S P N SISy il i $113,562 $ 91,335 $ 82,361
ftems not requiring working capital—
Depreciation and amortization . .....coesinerrinssonancasnins 59,967 57,653 53,003
Defertad inCOMO TAXES~MOt .« «ovos vmuis nennusmeissnsiaesiionsss 49,922 18,635 20,275
Irvestment tax credit—deferred (NB1) ....vvvevisrsnrriansansnns 23,071 21,958 22,793
Allowance for funds used durir.: conStrUCON ... vieviorerainas _(51,220) _(38,731) _(28,929)
Total funds provided from operations ...........coo0uuss 165,302 150,850 T149,503
Dividends on—Preferred stock .. ....covvvenen. m AR 3 e S R (19,419) (15.699) (15,699)
CEITHNOD IOBR .. . 35 ¢ b kg S0 o g g ek g i _(79,638) (64,615) _(56,252)
Net funds provided from operations .................sss ~ 66,247 ~ 70536 _77.552
Funds Obtained from External Sources
Proceeds from sales of-——Common SIOCK . .. ..civerrrsscisnesnins 82,146 85,451 67,870
PrElereenl BIOBK . ;s s v 5w et 55 & 0 36,000 — —
CRpin] BlOUK BXDBMBE « oo s oie e no @din a2 o 48 & L8 5As AP EE 450 (845) (368) (379)
Proceeds from sales Of DONAS . ivvuu s risrecesrrsoniansoess 125,000 100,000 100,000
Poliution control construction funds held by trustee .........c.00v0n _ -— 2,999
Proceeds from sale of ownership interests in the Clinton power station — — 33,926
Net increase (decrease) in notes payable .........covvvenvinnn o (34,145) 24,145 10,000
FBMAMBAL ©F MONUE vt ov v b aom s 8 g pekvagin W o e b (8 s & (10,000) (15.000) _(15,000)
Total funds obtainea from external SOUTCES ............. 198,156 194,228 199,416
Other Funds Provided (Used)
Net decrease (increase) in working capital® ........covevevnsiaras 414 (11,048) 7.345
MIBOOTBDBOME B & aor s'as a5 524 0 w5 h o 3 4 o iom s & o T St o A e _ (474) (833) (814)
Total other funds provided (USed) ............vvivernss ~(80) ~(11.883) 858
Total funds from above SOUrCes . . . . . ... . .. . ... ... ... 264.343 252,881 283,499
Allowance for funds used during construction .........ocovvvennnns 51,220 8873 _ 28929
QGross property #C3Itons .. ... ... 0 i i e 83\5 563 $291,612 $312,428
Decrease (Increasc) in Components of Working Capital*
Cash and temporary investments ... .....ovrinerrsntnrerroneasnes $ (3,406) $ (5..46) § 22231
ACCOUNMSE FTEOBIVEBI . &« ouis e o s big o 816 g bk Bk oy abon 3 4 6r 85 ok 4,328 (11,673) (10,4686)
Matzrials and supplies ......... A [ s B S e 1,707 (19,228) (14,253)
BOBOUTIIE DRYIREIED 20w xn a6 7172 5150 7B ¥k o140 9 0 e 0 R A e (22,799) 27,781 10,884
DIVIHENUE PRVBBIE . 60550 0ox 540 0050 &l 8 489Dl A 04618 e 4,825 2,365 1,650
ADOTUGH DBRBB oLy s o n 0w v nw 04 410 woatle s (0 4p o000 e 5 gt 1e R oaheataty el ) 12,148 (3,455) 178
ITHOIEEY BADIUBE oo aon st s 5 simn ot eim s s s ans ie s by 5 4IRIE 408 & %505 0 A4S 7,202 3,286 3,71
RIS HIY -1 ) o i ) 6 S I 2 e e A o R R PO e AR (3,591) __(4,978) __(6,590)
LU $(11,048) §_7.345
* Excluding notes payable and long-term debt maluring within one year.
GROSS PROPERTY ADDITIONS
AND RETIREMENTS
For the Years Ended December 31, 1980 1979 1978
PR T N S e S s $297,157 $270,806 $296,597
< R Sl e S e e e 18,406 20,806 15831
$315,563 $291612 8312428
ROUPOMEIS—EIDOIIC i n i ivihv s imnaima o nsina b s ravnsnats s $ 5607 $ 5,748 $ 6247
e e R R e vy s L 2,943 2218 2,280
e et A e e M T e e —— ossd e
§_ 8550 § 7,966 §_ 6527

Sae notes fo financial statements which are an integral part of those
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ILLINOIS POWER COMPANY/ANNUAL REPORT 1980

1977 1976 1975 1974 1973 1972 1971
LY ( Th(;usandl of Dollars)

$ 73,664 $ 59,785 $ 56.722 $ 44650 $ 47,201 $ 41,204 § 37.21°
49,761 49,845 44,810 41,216 87,532 33,351 31,460
14,099 12,632 12,847 8,184 8,012 7,562 5,044
19,573 10,994 15,034 1,706 5118 1,667 395
(20,183) _(10.509) _(7.459) __(7.960) _(1.189) _(7.899) __{4.018)
136,914 122,753 121,954 87,796 90.674 76.335 70,002
(13,590) (10,979) (7.229) (7.229) (7,229) (5,950) (3,284)
. (50051) _(45.226) 41,.338) (36,993) (35,068) _(33.418) _(30.778)
73273 66,548 _ 73387 _ 43574 48277 36,967 36,030
3,788 63,712 47,256 27,894 — 43,306 20,400
50,450 50,100 - - - 35177 80,129
(275) (525) (1886) (139) — (242) (193)
118,700 100,000 —_ 58,500 60,000 - 35,000

(2,999) — — - — — —

42 855 27,199 - - — - —
— (10,700) (12,000) 19,000 (6.000) 8.000 (14,000)
S JAs400) I k.. . e, A I vk
212218 L S0 EDD o ] 2
(23,480) (18177) 7,378 (27,781) 4,546 (160) 788
L i e ND e JH07) —11.:298) ~L1.748) . B.be3 1,508
SRR A1%E12) B 24 AS.010) = B0 B0 L
263,683 239,822 115,428 119,810 105,180 128,571 106,755
153 e LEB08 - 1980 188 e 1320 b
$283 866 $250.325 $122,887 $127,770 $112.369 $135910 $110.773
§ (534) $(17.997) $ 1,99 $ (3873) $ 198 $ (2.278) 8 (1,520)
(3.632) (8.313) 12,749 (25,792) 1,842 (4,077) 26
(24,868) (11.149) (9,134) (11,944) (1,348) (3.685) (2.367)
9,832 6,429 6,983 3186 (2,896) 8,321 421
1,528 2,533 1210 962 — 1,487 948
(4.468) 5,529 (6.330) 5,101 4,094 (1,023) 2540
692 6,520 (402) 2,827 379 (2) 660

o S2.098) = STl A08 e ok 490 1,087 -
$(23.480) $(13.177) § 7378 §(27.781) § 4546 §_(160) § 768

1977 1976 1975 1974 1973 1972 1971

NG “ (Thousands of Dollars) ' '

$272.462 $239 935 $112,234 $116,637 $ 98,646 $119,893 $ 94,524
ot LSO o LI 10658 11 AL Sk e 0240
$283 866 $250,325 §122 887 §127.770 $112,369 $135910 $110.773
§ 5040 $ 8010 $ 7.420 $ 6264 $ 5742 $ 6532 $ 4,645
1,748 2,034 1,695 2,014 2,126 2,369 1,358
— — — - - - 514

§ 6786 § 10,044 § 9115 § 8278 § 7868 §_8901 § 6317
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NOTES TO FINANCIAL STATEMENTS

Note 1--Summary of Accounting Policies:

The Company is subject to regulations of the Illinois
Commerce Commission and the Federal Energy Repu-
latory Commission. Because of the rate-making proc-
£58, certain differences arise in the application of
generally accepted accounting principles as between
regulated and non-regulated businesses. Such differ-
ences concern mainly the time at which various items
enter into the determination of net income in order to
follow the principle of matching coste and revenues.
The Company's principal accounting policies, including
those based on this concept, are described below.

Utility Plant—The cost of additions to utility plant and
replacements fer retired property units is capitalized.
Cost includes labor, material and an allocation of
general and administrative costs plus an allowance for
furds used during construction as described later in
this note. Maintenance and repairs, including replace-
ment of minor items of property, are charged to mainte-
nance axpense as incurred. When units of depreciable
property are retired, the original cost and dismantiing
charges, less salvage. are charged to accumulated
depreciation

Depreciation—For financial etatement purposes, depre-
ciation Is provided over the estimated lives of the
vatious classes of depreciable property by applying
composite rates on a straight-line basis. Provisions fof
depreciation in 1980, 1979 and 1978 were equivalent
to approximately 3.4% and 2.9% of the average de-
preciable cost for electric and gas utility plant, re-
spectively.

Income Taxes—For income tax purposes, the Company
computes depreciation using the most liberalized lives
and methods allowed by the Internal Revenue Service.

The tax effect of additional deductions for income tax
purposes, which resulted from (a) use of liberalized
depreciation methods, (b) use of diffarem book and
tax depreciable lives including Class Life (ADR) Sys-
tems, and (¢) the amortization of certain facilities, is
deferred and recognized in determination of net income
for linancial statement purposes when book provisions
exceed deductions taken for tax purposes. The tax
effoct which resulls from the use of different book and
tax depreciable lives of gas utility plant (other than
ADR) was not normalized for financlal statement pur-
poses prior to November, 1979, but is being normalized
subsequen! thereto in accordance with the provisic.s
af an lllingis Commerce Commission order in Novem-
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ber, 1979. Since the level of rates approved by the
Commission included the normalization expense, there
was no effec: on net income.

Certain overhead and dismantling costs which are
capitalized for book purposes but claimed currently as
deductions for income tax purposes are normalized.

Investment tax credits which reduce federal income
taxes have been deferred and are being amortized to
income over the life of the property which gave rise to
the investment tax credits.

For purposes of computing income taxes, net depre-
ciable utility plant does not include the allowance for
funds used during construction which is capitalized
for financial statement purposes. The tax effect rec: -
ing from this difference and certain other ditferences
in the depreciation bases is reflected currently in net
income.

Federal and state income taxes are allocated be-
tween operating and non-operating income and ex-
penses. The tax effects relating to non-operating activi-
ties are included in Other Income-Miscellaneous-net.

Allowance for Funds Used During Construction—The
Federal Energy Regulatory Commission (“FERC")
Uniform System of Accounts defines *'owance for
Funds Used During Construction ("#FDC") as the net
cost for the period of construction of borrowed funds
used for construction purposes and a reasonable rate
on other funds when so used. AFDC is capitalized at
a rate which is related {0 the approximate overall cost
of capital reduzed by the income tax effect of the
interest ¢ ortiot: thereof. While cash is not realized cur-
rently from such allowance, it is realized under the
rate-making process over the service life of the related
property through increased revenues resulting from
higher rate base and higher depreciation expense.

In May, 1980 the rate used in computing AFDC by
the Company was changed to 7%% (the effective
after-tax rate) compounded semi-annually. The rate
used in 1978, 1979 and through April, 1980 was 7%.

In accordance with the November 28, 1979 Illinois
Commerce Commission rate order, the Company has
excluded $97,064,000 of electric plant construction
work in progress ("'CWIP") from the base on which
AFDC is computed for the Clinton power station unit
No. 1. Also in accordance with the June 16, 1977
lllinols Commerce Commission rate order, the Com-
pany excluded $79 866,000 of electric plant construc-



tion work ir progress from the rate base on which the
AFDC was computed for the Havana power station
unit No. 6 which was placed in service on June 22,
1978. Since these orders authorized the inclusion of
such expenditures in the rate base upon which the
Company realizes revenues, there was ho material
effect on net income.

Unbilled Revenue—The Company records revenue as
billed to its customers on a monthly cycle billing basis.
At the end of each month, there is an undetermined
amount of unbliled electric and gas service which has
been rendered from the latest date of each cycle bill-
ing to the month end. Revenues as determined by
meters read but not billed at year end are subject to
income taxes. The income tax effect of this book-tax
timing difference in the recognition of revenues is
normalized.

Debt Premium and Discount—Debt premium, discount
and related expenses are being amortized on a straight-
line basis over the lives of the related issues.

Note 2-—Investments and Other Assetls:

Investments and Other Assets are carried at cost,
except for the Company's investment at December 31,
1980 and 1979 of $4,361,000 and $3,995,000, respec-
tively, in IP Gas Supply Company, a wholly-owned
subsidiary. The invest:nent in IP Gas Supply is for the
purpese of exploration to increase available natural
gas suppiies through one of the Company's pipeline
suppliers. In accordance with an order from the Illinois
Commerce Commission, the accounts of the subsidiary
are nol consolidated with the accounts of the Company
but are accounted for as an investment on the equity
acnounting method.

Note 3--Short-Term Loans and Compensating
Balances:

At December 31, 1980 there were no outstanding
notes payable At December 31, 1979 notes payable
consisted of $34,145,000 in commercial paper bearing
interest at an average rate of 13.9% and maturing
between January 2, 1980 and February 29, 1980. At De-
cember 31, 1978 notes payable consisted of $10,000,000
in commercial paper bearing interest at an average
rate of 10 7% and maturing between January 29, 1979
and February 13, 1979,

The Company has lines of credit extending through
1981 with commercial banks for short-term bank bor-
rowings. Under these lines of credit, the Company had
unused commitments of $109,125,000 at December 31,

1980. Bank borrowings under such comm iments have
a 360-day maturity from the time of issuance and carry
an interest rate equivalent to the prime rate in effect
at the time of issuance, adjusted to the prime rate in
effect on the first day of each calendar quarter there-
after,

The Company has unwritten agreements with banks
committed for $80,000,000 of the total bank commit-
ments to maintain average checking account balances
equivalent to 10% of the commitments for borrowings
from the banks or 15% of the borrowings outstanding,
whichever is greater,

The Company also has a credit agree.nent which
provides for a revolving loan cor:.mitment of $60 million
through May 1, 1983 with a provision for conversion to
a term loan having quarterly installment payments be-
ginning August 1, 1983 and maturing May 1, 1986. No
Lorrowings have been made under this agreement
through 1980. The agreement is on a fee basis of one-
half percent of the unused line of credit through May 1,
1983. Borrowings through 1982 are at the greater of
the lending banks' prime rate or the average 90-day
certificate of deposit rate published by the Federal
Reserve Bank of New York and 103% thereof through
1984 and 105% thereof until maturity.

Unused bank commitments are hela available to sup-
port the amount of commercial paper outstanding at
any time.

The maximum aggregate amount of short-term bor-
rowings at any month end during 1980, 1979 and 1978
was $77,580.000, $34,145.000 and $21,465.000, re-
spectively. The average daily short-term borrowings
during these periods approximated $30,100,000,
$12,000,000 and $13,100,000, respectively (calculated
as an average of the daily borrowings outstanding),
with a weighted average interest rate of 11.8%, 11.3%
and 7.9%, respectively (calculated by dividing the inter-
est expense during the period for such borrowings by
the average short-term borrowings indicated above).

Note 4--Sale of Interest in Clinion Power Station:

On October 16, 1979, pursuant to agreements en-
tered into in August, 1976, the Company sold a 10.5%
interest 10 Soyland Power Cooperative, Inc. and a 9.5%
interest 1o Western Illinois Power Cooperative, Inc. in
the Clinton power station currently under construction,
The sales aggregated $103,980.000, substantially all
of which had been previously advanced to the Com-
pany. Subsequent 1o the sale each party is responsible
for its portion of construction expenditures. The Com-
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Year Ended
December 31

1980 1979 1978

(Thousands o Doliars) 1980 1979

{Thousands of Dollars)

{(Thousands
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Note 8-—Quarterly Financial Information {(Unaudited ):

First Quarter Second Quarter Third Quarier Fourth Quarter
1980 1979 1880 1979 1980 1978 1980 1979
(Thousands of Dollars Except Earnings Per Common Share)

Operaling revenues ............... $264 662 $229195 $194.718 $164445 8212823 $167,929 $211,167 $190,253
Operating income ., .. ....ooreoi .0y 36,181 34,266 32497 22,430 34,497 27,560 21.3M 22,072
NI NBOIME & .- 5o 5w ok i g A i 7 AR 30,720 29,780 30,109 19,151 32,646 24,478 20,107 17,976
Net income applicable to

common 810K . ... el rn 26,573 25,855 25135 15,226 27,572 20,504 16,213 14,051
Earnings per common share .., ..... 87¢ $1.01 76¢ 54¢ 82¢ 71¢ 44¢ 48¢

Quarterly earnings per common share are based on weighted average number of shares nutstanding during
the quarter and the sum of the quarters may not equal annual earnings per common share.

Note 9—Common Stock and Reisined Earnings:

At the annual meeting of the Company on March 29, 1979, the stockholders voted to amend the Articles of
Incorporation te authorize an additional 10,000,000 shares of common stock of the Company.

The Company has an Automatic Reinvestment and Stock Purchase Plan and an Employee Stock Ownership
Plan ("ESOP") for which 719,153 and 31,010 shares, respectively, of common stock were designated for issu-
ance at December 31, 1980.

The Company also has a Tax Reduction Act Stock Ownership Plan (“TRASOP"), permitting the Company a
maximum additional investment lax credit of 1% provided common stock of the Company equal in value to the
additional credit is ccatributed to the Trust. The TRASOP allows an additional investment tax credit up to Y2 %
provided that such amount is matched by employee contributions and that common stock of the Company equal
in value to the additional credit and the employee contributions is contributed to the Trust. Under this plan, 156,986
shares of common stock were designated for issuance at December 31, 1980.

Changes in common stock during 1980, 1979 and 1978 were as frllows:

1980 1979 1978

Shares Amount* Shares Amount* Shares Amount*

Balance beginning of year . ...... c.siienvseris 29,487 643 $490 539 25,474,381 $405,088 22 599,334 $337.218
Public afferings ..\ cvveiiverininaes 3,000,000 45075 3,000,000 64,650 2,500,000 58 875
Autamatic Reinvestment and Stock Purchase Plan 1,676,185 30,369 771,796 15,609 194 447 4515
BESOR ..o e s omie basaviess L g EASh K 31,053 569 21,439 454 17,638 422
TRABOP ...ovayins FRDPTIS - ... 818,000 6133 220027 4838 163062 4,088
Balance end of YOAr . .. ...ovtiir it 34,507,851 8572 685 29 487 643 $490 539 25,474 381 $405,088

* Thousands of dollars

None of the Company's retained earnings at December 31, 1980, were restricted with respect to the declara-
tion or payment of dividends.



Notes (Continued)

Note 10—Preterred and Preference Stock:

The fcllowing tabulation shows preferred and preference stock, issued and outstanding at December 31,
1980, 1979 and 1978, and the redemption prices (exclusive of accrued dividends) applicauie to each series,

Serial preferred stock, cumulative, $50 par value—
Authorized and oulstanding 5,000,000 shares (including 720,000 shares of redeemable preferred siock—see Note 11):

1980 1979 1978
Series Shares Redemption prices (Thousands of Dollars)
4.08% 300,000 L TR ey AP o DR o e [ $ 15,000 $ 15000 % 15,000
4.26% 160,000 B D7 55 v s 4 e ) i e st 0 1 3 e S o R R 7,500 7,500 7,500
4.70% 200,000 LB I S i ST - P Dl LD 10,000 10,000 10,000
4.42% 150,000 e DA e S e 0 5 oh o K KIE B AN e 7,500 7,500 7.500
4.20% 180,000 IR B e tahe .k Tl i i A e 5 g P v o 9,000 9.000 9.000

8.24% 600,000 52 93 thereafter and prior to August 1, 1886

5396 prior to August 1, 1981
...... 30,000 30,000 30.00C

51.90 thereafter

53.575 prior to July 1, 1982
7.56% 700,000 52 63 thereafter and prior to July 1, 1987
A

51.685 thereafter

...... 35,000 35,000 35,000

[ §5.55 prior to March 1, 1981*
; 54 25 thereafter and prior to March 1, 1986
8.94% 1000000 4 52 90 thereafter and prior to March 1, 1991 SRR 50,000 50,000 50,000
| 51.60 thereafter ]
[ 55.29 prior to August 1, 1982* 1
" 54 29 thereafter and prior to August 1, 1987
8.00% 1.000000 3 5329 thereatter and prior to August 1, 1992 [~ - 50,000 50,000 50,000
52.29 thereafter )
PERIHEIN SO DRSEBTERL BUOCE & o1 1o c Tt 00 -0 we x Ay 005 e s IS AR o ¥ e s 1 v 9 1,171 1,171 1171
Serial preferred stock, cumulative. without par value—
Authorized 5,000,000 shares in 1980 and 1979, none outstanding ... ........... _ — —
Total preferred S10CK .. ..ottt i ia i et 21517 216171 21517
Preference stock, cumulative, withou! par value—
Autharized 5,000,000 shares in 1980 and 1979; none outstanding . ............. — - -
Total preferred and preference S100K ... «.vv v vvnviriinnsninnsvnss $215171 $215,171 $215,171

* Not redoemable through a refunding operation al a cost to the Company ol less than 8.92% per am.um prior to Aarch ¥, 1981 for the 8.94% series and
7.93% par annum prior to August 1, 1882 tor the 8.00% series,

At the annual meeting of the Company on March 29, 1979, the stockholders voted to amend the Articles of
Incorporation to (a) create a new class of 5,000,000 shares of serial preferred stock without par value, and (b)
create a new class of 5000000 shares ¢ preference stock without par value.

The above outstanding issues of preferred stock, $50 par value, are redeemabl2 at the option of the Company
in whole or in pert at any time upon not less than thirty days and not more than sixty days notice by publication.

Note 11-—Redeemable Preferred Stock:

On March 13, 1980 the Company issued 720,000 shares of 11.66% serial preferred stock (par value $50), sub-
ject to mandatory redemption in an amount sufficient to retire on each February 1, beginning in 1988, 19,800 shares
and February 1, 2020, 86,400 shares at $50 per share plus accrued dividends. The Company has a‘ter February 1,
1988 the noncumulative option to redeem up to 19,800 additional shares in each such year.



Mote 12-—iong-Term Debt:
Long-term debt was represented by.

First mortgage bonds-—
ORAUE SErINe Ul TOBO -, 25 s s o 405 0 o A 5L Bt
3V.% series due 1982 ........ ...
SY006 Botias Ous TEBD . i ov s dmns i v e i, o v
3%% series due 1986 .. ... ..

1184% geries due 1987 ... . ..vvvrmmrivmartemnetinhinsis

49 series due 1988 .

WY BTies SUB TOBS |, L.y e dvbadn o bosls win & R, 4o

5 85% series due 1996 ..
6% % series due 1998 .
6% % series due 1998 .. ... ...
8.35% series due 1999 ... ...

9% series due 2000 .

ILLINOIS POWER COMPANY/ANNUAL REPORT 1980

7.60% series due 2001 .. ... covirnbrn i b

7% % series due 2003 ... ........ ... N

6.60% series due 2004 (Pollution Control Series A)
9% % series due 2004 . .. :
10% % series due 2004 . . ... .. .. . e
8% % series due 2006 .. ...k ca e e
6% series due 2007 (Poliution Control Series B) . .
8% series due 2007 ... ... ... iuiinnin ‘i
B % series due 2008 ... .. ..o in it it i st is
12%% series due 2010 ...........
Total long-term debt .

Unamortized premium and discount on debt ... .. ...... ... ..

Less first mortgage bonds maturing within one year .. .........

......................

........................

....................

........................

December 31,

1880 1979

(Thousands of Dollars)
$ - $ 10,000
20,000 20,000
20,000 20,000
20,000 20,000

75,000 -—
25,000 25,000
35,000 35,000
40,000 40,000
25,00¢ 25,000
45,000 45 000
35,000 35,000
35,000 35,000
35,000 35,000
60,000 60,000
8,507 8.500
100,000 100,000
50,000 50,000
100,000 100,000
18,700 18,700
109,000 100,000
100,000 100,000
~ 50,000 —
997,200 882,200

(5.798) (545

991,402 876,747
- _10,000
s1d02 8666747

Certain supplemental indentures to the Mortgage and Deed of Trust require that the Company, beginning in
1085, deposit in cash as a sinking and property fund, $5,000,000 for the 9% % series due 2004 and $100,000, and
increasing amounts in later years, for the 6.60% series due 2004 (Poliution Control Series A), which amounts are
not subject to reduction. Certain other supplemental indentures require that the Company deposit in cash as a
sinking and property fund amounts not to exceed $3,000,000 in 1981, $3,150.000 in 1982, $2,950.000 in 1983,
$3.550,000 in 1984 and $4,050,000 in 1985, which amounts are subject to reduction in accordance with certain
terms of the mortgage; historically these requirements have been met by pledging property additions.

The above bonds are secured by a first mortgage lien on substantially all of the fixed property, franchises and
rights of the Company with certain minor exceptions expressly provided in the morigage securing the bonds. The
remaining balance of net bondable additions at December 31, 1980 was approximalely $578.000.000
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Notes (Continued)

Note 13—--Segments of Business:

The Company s a public utility engaged in the generation. transmission, distribution and sale of electric

energy and the distribution and sale of natural gas.

Operating information.

Operating revenues .

Opersting expenses,
excluding provision
for income taxes , ..

Pre-tax operating
Income ... ..c.0s

Allowance for funds
used during con-
struction (AFDC)

Pre-tax operating
income. inciuding
AFDC ... oviny e

Other (income) and
deductions .......

Interest charges ,....

Provision lar income
TRERE i ais

Nat income per
accompanying state-
ments of income . ..

Other information——

Depreviation . ...,

Capita! expenditures .,

Investment information—
Identitiable assets® ..
Nonutility plant and

other investments ..
Asaets utilized for
cvarall Company
operationg ..,.....
Total assetls . .

— s e

Year W_‘mﬂ. 1980 Year Ended December 31, 1879

B T R E— 1

Year Ended December 31, 1978

Total Total Total
Electric Gas Company  Electric Gas Company Electric Gas Company
(Thousands of Dollars ; (Thousands of Dollars) (Thousands of Dollars)

$ 667356 $316.014 . B83370 § 479,062 $2r2770 § 751,822

401517 280,191 681.708 343,692 243 484 587,078

$ 452207 $219.807 § 672,014

827,374 193.932 521,306

165,839 35,823 201 662 135,460 29,286 164,748

51,032 188 51220 _ 38525 206 38,731

124,833 26,875 150,708

28.6823 106 28,929

$ 216871 § 36011 252882 § 173985 § 29492 203 477

(14,798) (10.043)
77,002 63,767
77.118 58,428

$ 113862 91.385

§ 48858 § 8997 § 57835 § 47377 § B5%0 § 55967

CTTEETTEIT OIS
§ 297157 § 18406 $ 318563 § 270806 § 20806 $ 291612

§2.088 962 $260610 $2.356.581 $1836862 $266463 $2,103.325

8.596 8.663
100,014 102,664
§2 467,191 $2.214,652

§_153656 § 25981 179,637

(9,402)
63892

52,786

$ 82361

$ 43316 § B253 & 51569

$ 296507 § 15831 ! 312 428
!1 603.847 $245482 §1,849,339

7.802

81,275

51,938,506

* Utility plant, nuclear fuel in process and acquisition adjustment less accumulated depreciation and amortization,
fuel. natural gas stored underground and materials and supplies.
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Two Year Dividends and Stock Prices by Quarters

The common stock is listed on the aw York 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.

———

1880 Stock Prices 1979 Stock Prices
1 2 3 4 1 2 3 4

Dividends* High Low High Low High Low High Low  High Low High Low High Low High Low
Common Y 19% 15% 22% 16 21% 18% 20% 16% 23% 217 23% 20 28% 21 22 17%
408%Pld. § 51 18 15% 19%: 14 18% 17 17 14%:  22% 20% 22% 20% 22% 19 20% 16%
4.26% Ptd. 53% 20 16% 20 16 20 17% 18 15 232 21Y: 24%e 21 24% 21%2 20 17%
4,70% Pid, 58% 22 18% 23% 17 22% 18 19% 16 25 24 25% 23 25%: 24 24 19%2
4.42% Pid 55% 19 18 21% 17% 19% 19%: 18 17% 23 22V 22%: 22Y%: 24 22% 207% 18%:
4.20% Ptd 52% 19% 14% 19% 14%s 19% 17% 16%2 15 22 20% 22%: 20%: 28 20% 20 19%
8.24% Pig. 1.03 36 27 40% 26% 40 33% 34% 28%:  45% 42'a 46% 42% 457 42 42 35%2
7.56% Pfd. 84v2 36 26 37% 25% 34% 31 30% 26 427% 41 42%: 38% 43 39 37 320
894% Pid 1.11% 42% 33% 44 32 42 34 36% 30%: 50% 48 50 48 5C7 44% 44% 38
8 00% Pfd. 1.00 37% 32 40 28%: 39 32%: 327 28> 44% 422 45 43': 43%: 42 40 34
11.66% Pfd 1.45% - == H55 49 5§56 B2% 52 MU — ~—~ = = = = = -

* The amount declared in each quarter during 1979 and 1980. 119 11.66% Preferred was issued on March 13, 1980 and
dividends were declared thereafter at the indicated rate.

** § 57 per common share in 1979 and first quarter 1980 and $.59%: second, third and fourth quarters 1980.
There were 81,90f registered record holders of common stock at January 9, 1981,

Selected Financial Data*

1980 1878 1978 1977 1876
Total operating revenues .. .........«... ... % 883370 $ 751,822 $ 672,014 $ 567,387 $ 461,661
NEEINCOME .« . oo ovies e sin v natre ahres $ 113562 $ 91335 $ 82361 $§ 73664 $ 59,785
Net income applicable to common stock ... .. § 94493 § 75636 § 66,6862 § 860407 $ 49179
Earnings per common Sharé .. ......«......s $ 287 $ 270 8§ 274 B 268 8§ 241
Cash dividends declared per common share ... $ 2365 8 228 $ 228 $ 222 $ 220
Total assets . B e e $2.467,19 $2,214,652 $1,938,506 $1,776,662 $1,508,104
Long-torm debl ... ... i iaianiasvaarecas $ 991402 $ 866,747 $ 776,558 § 692255 $ 590,199
Redeemable preferred SIOCK . .. . «.ooviv vy $ 38,000 — —_— — e
Ratio of earnings 10 fixed charges®* .......... 825 815 334 3.58 354

* Thousands of dollars except earnings per common share, cash dividends declared per common share and ratio of earnings
to fived 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 calcu/ation of the above ratios include allowance for funds used
during construction and are before the deduction of income faxes and fixed charges which include interest on long-term
debt. related amortization of debt discount, premium and expense. and other interest on that portion of rent expense which
is estimated to be representative of the interest component,
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Supplementary Information to Disclose the Effects of Changing Prices

The unaudited supplementary information presented
herein is intended to provide a perspective as 10 the
approximate effect of inflation upon our Company as a
regulated wtility. This information is not inlended as a
substitute for earnings reported on a historical cost
basis. The information has been prepared as prescribed
by the Statement of Financial Accounting Standards No.
33, Financial Faporting and Changing Prices. This
statement requ o5 adjustments to historical costs 10
estimate the effects that general inflation (Constant
Dollar) and changes in specific prices (Current Cost)
have had on the Company's results of operations.

Utility Plant and Depreciation

For the following presentation, utility plant has been
restated on both a constant dollar and a current
cost basis. Constant dollar amounts ;upresent hictori-
cal costs stated in terms of dollars of eaual purcrasing
power, as measured by the Consumer Price Index for
all Urban Consumers (CPI-U). Current cost amounts
refiect the changes in specific prices of plant from the
date the plant was acquired to the present and are an
estimate of the cost of currently reproducing existing
plant. Constant and current dollar amounts ditfer to the
extent that specific prices of utility plant have increased
more or less rapidly than prices in general.

The current cost of wlility plant, which includes land,
land rights, intangible plant, property held for future
use, construction work in progress and nuclear fue
In process was determined by indexing surviving plant
using the Handy-Whitman Index of Public Utility Con-
struction Costs, Accumulated depreciation was calcu-
lated by applying the historical depreciation rates 10 the
estimated current costs of depreriable properties by
vear of addition. The current year's provision for de-
preciation stated in constant dollars and current costs
was determined by applying the Company's composite
depreciation rates to the indexed utility plant amounts

The increase in depreciation expense on utility plant
restated for the effects of changing prices, represents
the excess of depreciation expense in terms of con-
stant dollars and current cost over historical deprecia-
tion expense ($57.8 million) used for financial state-
ment purposes.

Reduction to Nel Recoverable Cost

Under the rate-making procedures prescribed by the
tegulatory commissions to which the Company is sub-
ject, only the historical cost of utility plan! has been re-
flected in the rate base used in recent years 10 deter-
mine the amount of return 1> which the Company is
entitted Therefore, the excess of the cost of utility plant

stated in terms of constant dollars or current cost that
exceads the historical cost of utility plant is not pres-
ently being recovered in the Company's rates, and is
reflected as a reduction 1o net recoverable cost.

During 1980, several rate orders issued by the Il
nois Commerce Commission for othe: utilities have
been based upon a “fair value" rate base, and we
anticipate that "fair value" will be a consideration in
our currently pending rate request. However, the im-
pact, if any, that an order based on "fair value" would
have on the reduction to net recoverable ccost is un-
known at this time.

Gain from the Decline in Purchasing Power of
Net Amounts Owed

To proparly reflect the economics of rate reguiation
in the Statement c¢f Income Adjusted for Changing
Prices, the reduction of net utility plant 10 net recover-
able cost should be offset by the gain from the decline
in purchasing power of net amounts owed. During a
period of inflation, holders of monetary assets (such
as receivables) suffer a decline in general purchasing
nower because the amounts of cash received for these
items in the future will purchase less. Conversely,
issurs of monetary liabilities (such as long-term debt,
preferred stock and accounts payable) experience a
gain because future payments will be made with dollars
having less purchasing power, The Company has sub-
stantial amounts of debt and preferred stock and,
therefore, for purposes of these calculations, has a net
gain from holding monetary liabilities in excess of
monetary assets.

Inventories and Taxes

Fuel inventories, the cost of fuel used in generation
and gas purchased for resale have not been restated
from their historical costs. Regulation limits the re-
covery through the operation of adjustment clauses in
basic rate schedules to the actual costs of fuel and
purchased gas. For this reason, fuel inventories are
considered monetary assets.

As prescribed in the Statement of Financial Account-
ing Standards No. 33, income taxes were not adiusted.
Present income tax laws ignore the effects of inflation
in measuring taxable income. “igher depreciation ex-
pense under constant dollar and current cost account-
ing is not tax deductibie. Therefore, the Company's
combined effective federal and statée income tax rate,
when adjusted for inflation, is 58.7% under constant
dollar and 68.6% under current cost, for 1980, each
of which exceeds the reported effective tax rate of
36.2% and the combined s!atutory federal and state
rate of 49.6%.
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Statement of Income Adjusted for Changing Prices

For the Year Ended
December 31, 1980
(Thousands ~i Dollars)
em:m Dollar Current Cost
1% 1980 s
Net Income, as reportsd . ..oo... AL A sl b et v R s s PO A el N ICE A N7 RSl PR R I $ 113,562 $113,562
Inicrease in deprecis.don expense on ulility plant, as restated for the etfects of changing prices. ....... 68,229 84187
Nat Income (exch'#'ng reduction to nel racoverabile COSt) . .- ....irerirrelondnrsnernnesas it 45I333' % 29!425
Increase in specific prices (ourrent cost) of utility plant he's during the Year®™ ... .c..ceviinnsneies $291.127
Less increase in cost of utility plant adjustea for changes in general price level . ........ooveve R 371,401
Excess of increase in general price lever over increase in Specific prices . ... ov v ivrirsircrarias g (80,274)
Reduction to net recoverable cost ,....... SR G Sirnionch v 7ot ke (A ol b A e e B b P PR I L, $(168.344) _(72,182)
(152,436)
Gain from decline in purchasing power of nat AMOUNTS OWBH ., . .« v v wum s ou i snin e ioasbressansens 143,970 143,970
Net g, tevel adjustment ...... TP P R e P Tr T o I ol PP S 0 1) G PR e e et e 8 (24,374) § (8,468)
= a1

* Including the reduction to nel recover.hle cost, the net loss on & constant dollar basis would have been approximately $123 million

for 1980,

** At December 31, 1980, current cost of wiility plant, net of accumulated depreciation, was approximately $3.4 billion, while net historical

cost regoverable through depreciation was approximatels $2.2 billion,

Five Year Comparison of Selected Supplementary Financial Data
Adjusted for Effects of Changing Prices”

For the Years Ended December 31,
1980 1979 4978 1977 1976
Operating revenues— |
PRBIGTICEE BORY ¢ ) it vied 1 s 29k 0 g prkle et S . AP o $883,370 $751.822 $672.014 $567,387 $461 661
Adjoatad Tor pansoBl INHEYUON . o vive as cvmaass s ss s e b dsnses vees  BB3370 853, 494 848,787 771,521 668,258
Historical cost information adjusted for general infiation
Income from operations (wveludirg rec..ction to net recoverable cost) 45,333 42738
Income per common share (after preferrad stock dividend reguirements
and excluding reduction to net recoverable Cost) ........couiene. 80 89
Net assets at year end at net recoverdble Cost ... .vevviiarcasnny 717,387 701,104
Current cost information
Income from operations (exciuding reduction to net recoverable cost) 29,425 23,143
Income per commaon share (after preferred stock dividend requirements
and excluding reduction to net recoverable cost) ............... 31 19
Excess of increase in general price level over increase in specific
prices after réduction 1o net recoverable COSt . ..., . v vivivins 162 436 109,278
Net assets at year end at net recoverable cost ........ ..cvtininn, 717,887 701,104
General information
Gain from decline in purchasing power of net amounts owed .. ..., 143,970 174,637
Cash dividends declared per common share—
MIROVICHE BABL , oo oo v aminiasnisie o B e e A T T I R e 2.365 228 2.28 222 2.20
Adjusted for general Inflation ... ... cieit i 2.355 259 2.88 3.02 3.18
Market price per common share at year end—
e e R 17.88 19.18 22.75 26.50 27.50
Adjusted for general nflation ... .... vt ie i s 17.08 20.54 27.67 3514 38.94
Average consumer price index ..., .us i S T e e e 2468 217.4 195.4 181.5 170.5
Year-end Consumer price INdeX .....ococmieiirnseas A R e 258.4 2299 2028 186.1 1743

* In thousands of average 1980 doilars excepl per share data and indices.
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ELECTRIC OPERATING STATISTICS

1980 1979 1978 1977 1976
Revenues (Thousands of Dollars)
ROBIAONI . 0. oyessibe Sk §ad ey e i $ 199,124 $ 160,355 $ 159,493 $ 139458 $ 108,932
Commercial and smail power ..............« 123,463 105,262 102,170 69,947 53,698
lLarge power and fight .. .......cvvviiiniveis 198,177 174,315 158,611 149,307 121,735
RIVERE o 8 4 e e, o K w10 o ok of e 9,897 8,137 7,631 6,286 5170
Revenues—-ultimate concumers ...... 530,661 448,069 427 905 364,998 289,535
Rural cooperatives and municipal utilities . .. .. 33,236 27,790 21,448 15,853 10,920
Other electric Utilties . .........oovvviivrnsss 68 59 66 50 39
DARCIISNGORINE. - i o k63105 6 1 4 e 5 L S 3,391 8134 2,788 2,666 2,572
$ 567,356 $ 479,052 $ 452,207 $ 383567 $ 303,066
Customers at End of Year
Residential . .....vovreirnrinriinrnnereeis 466,546 461,966 455014 445130 435,611
Commercial and small power ............... 54,546 53,804 53,051 51,384 51,019
Large power and light ........... .. .covienns 359 374 366 1,305 1,340
G117, | e N g e Ry e sy e b 715 714 699 692 694
522,166 516,858 509,132 498 1 488,664
Sales in KWH (Thousands)
Residential ........v000 . onribaneennrenns 4,003,563 3,737,245 3,770,703 3,632,898 3,271,719
Commercial and small power ... ... ......0.. 2,492,930 2,408,131 2,383,521 1,696,894 1,405,389
Large power and light .......c.coviviiinnnns 6,507,468 €,738,321 6,271,872 6,541,429 6,412,648
(0 1157 | S T 290,851 282,848 271,853 260,263 247298
Sales—ultimate consumers .......... s 13,294,812 13, 166 545 12,697,949 12 131 484 11,337,054
Rural cooperatives and municipal utilities ...... 1,189,702 1,057,113 874 452 817,334 736,834
Other electric utilities ............covvoveinen 1861 1874 2,004 2,035 1,836
1‘.4“ 478 14,225,532 18,574,405 12,950,853 12,075,724
Generated and Purchased in KWH (Trousands)
Generated-—
o e S e e P GO 16,306,993 16,640,214 15,770,060 14,530,670 15,688,384
Hydro and internal combustion ............ - 61,914 55,241 38,080 74117 5684
Tolo) GenBBIAE ... in s ienn ne e iy w 16,368,907 16, 895 455 15,808,099 14, 4,604, 687 5 744,228
Purchased and interchanged-—-nel .. .....:. ... _(838,615) (1666889) (1, 256,163) _(666,844) (2,707,988)
Total output € 5k e R 15,530,292 16,228,566 14,551,936 13 937,843 13,036,250
Less—used and unaccount ed for ....... 1,043,817 1,003,034 977,631 986,990 960,516
14,486,475 -1 4,225, 532 13 574,405 12 950 853 12 075,724
Peak Demand (native load) in KW (7noosanis) 3,150 3,019 2825 2,846 2,570
Net Generating Capability in KW (7o corie) 38156 3815 3815 3412 3,412

sqeml mmermreemem—

Due to a change in the Company's rate structure In 1977, there was a reclassification o! customers between the commercial
and small power category and the large power and light category for the years 1980, 1979 and 1978. As a resull of this re-
classification. only customers having a demand of 500 Kw or greater are classified in the large power and light category.



GAS OPERATING STATISTICS

ILLINOIS POWER COMPANY/ANNUAL REPORT 1980

1980 1979 1978 1977 1976
Revenues (Thousands of Dollarg)
Residential —without space heating .......... $ 2201 $§ 2056 $ 1758 $ 1819 $ 1801
with space heathg ............ 142,050 124,354 105,484 91,798 74 521
Commercial——without space heating .......... 2,265 2,858 1,722 1,469 2,005
with space heating ........ ... 52,976 46,010 37,536 31,098 24,905
industrial -—non-interruptible .,............ 76,743 43,714 30,910 25,641 20,325
interruptible .. .... .0, 31,951 51,354 40,906 33,376 35,083
Revenues—-ultimate consumers .......,..... 308,186 270,346 218,316 185,201 158,640
Interdepartmental revenues—interruptible . .... 1,825 2,365 1,058 75 60
MiSCEHANBOUS ... i\ vvivvnnmintsnvennrenns 6,003 59 433 (1,456) (105)
$ 316,014 $§ 272,770 $ 219,807 $ 183,820 $ 158,595
Customers at End of Year
Residential —without space heating .......... 16,040 18,251 19,834 21,377 23,204
with space heating ..........., 332,695 526,816 319,968 313,800 308,578
Commercial-—without space heating .......... 1,891 2,048 2112 2,192 2,465
with space heating ............ 30,725 30,032 29,622 29116 28,71
Industrial ~—non-interruptible .............. 474 480 470 457 457
interruptible ... ... .o 24 58 80 102 103
381,849 377,685 371,986 367,144 363,578
Sales in Therms (Thousands)
Residential —without space heating .......... 5,165 5,23¢ 6,172 6,840 8,321
with space heating ............ 414,405 459 329 469,906 436,838 433,993
Commercial—without space heating .......... 6,749 10,586 7,986 7,554 12,820
with space heating 168,563 182,212 181,960 166,455 171,662
Industrial ~—non-interruptible .............. 280,471 194,310 181,029 172,089 178,637
interruptible . ... .o 101,93 186,264 180,138 147,205 181,784
Sales-——ultimate consumers ............... 977,288 1,038,932 1,027,191 936,981 987,117
Interdepartmental sales—interruptible ........ 8,853 1341 8034 693 720
986,141 1052073  1,035225 937,674 987,837
Purchased and Produced-—Therms (Thousands)
T S S e e ek, 980,426 1,118,246 1,087,749 1,024,805 1,012,047
Storage--net of (injected) and withdrawn ... .. 88828  (30,208)  (14998)  (57,182) 28,269
Purchased gas delivered .............c..s 1,035,951 1,088,043 1,072,751 967,674 1,040,316
2] T S S e it e 99 - €9 24 a7 9
RN L e ot v i bk b e 1,086,050 1088112 1,072,775 ©,0040 1,040,407
Less—used and unaccounted for ............ 49,909 36,039 37550 32366 52,570
986,141 1,062,073 1,035,225 937,674 987,837
33
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