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Rating Drivers

" - Limited financial flexibility due to the expiration of its bank facilities in less than 12 months

- Some lingering political and regulatory uncertainty in lllinois
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- Execution risk in the implementation of new power procurement procedures in lilinois

- Coverage metrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

Corporate Proflle

Central lllinols Public Service Company (CIPS; Ba1 Issuer Rating, stable outlook) is a regulated electric and
natural gas transmission and distribution utifity in lilinois. CIPS is a wholly-owned subsidiary of Ameren Corporation
(Ameren; Baa3 |ssuer Rating, stable outiook).

Recent Events

On September 24, 2008, the Hlinois Commerce Commission (ICC) approved a rate order authorizing a $22 million
electric delivery service rate increase and an $8 million gas delivery service rate increase based on a 10.65%
return on equity for electric delivery service and a 10.68% return on equity for natural gas delivery service, The rate
order compares to a revised CIPS rate request for a $26 million increase in electric delivery service rates and a
$10 million increase in gas delivery service rates.

SUMMARY RATING RATIONALE

CIPS' Ba1 Issuer Rating reflects a reasonably supportive rate order in its most recent slectric and gas delivery

service rate case, the negotiated 2007 rate setifement in lllinajs that averted a rate freeze, and a stabilized political

and regulatory environment in the state. Offsetling these positive developments is the utility’s limited financial

flexibility resulting from the expiration of its bank credit facility in January 2010; higher operating costs; below

investment grade coverage metrics exhibited by the utility in 2007 and 2008; the potential for continued regulatory
-lag in the recovery of rising operating and other cosls; and execution risk inherent in the implementation of power
© procurement procedures by the newly created lllinois Power Agency.

- BETAILED RATING CONSIDERATIONS

- Some lingering political and regulatory uncertainty in a state that narrowly avoided subjecling its investor owned
electric utilities to a rate freeze in 2007, although CIPS received a reasonably supportive rate case oufcoma in its
© -most recent delivery service rate case in September 2008

CIPS' rating reflects the stability provided by a 2007 settlement agreemeant on electric rates in [llinois as well as
. lingering uncertainty regarding the ongoing effect that the profracted electric rate controversy may have on future
-, rate cases and on the execution and success of new power procurement procedures in the state. Although
Moody's views the ICC's September 2008 rale case decision as reasonably supportive, CIPS has indicated that it
expects to file for rate relief more frequently in lllinois because of rising costs and rate base investments, which
could be challenging in a recessionary environment. The ICG also rejected cost recovery mechanisms for bad debt
expense and electric infrastructure investments, riders that Moody's would have viewed as credit supportive.

- Execution risk in the implementation of new power procurement procedures in Ifiinois

~ Beginning this year, power procurement will be accomplished through a competitive requests-for-proposal (RFP)

process overseen by a newly created state agency, the #llinois Power Agency (1PA). As a result, there will continue
to be uncertainty regarding power procurement policies and procedures in the state at least until the first state run
RFP process is completed. The IPA expects to complete its first power procurement RFP early this year for
approximately one third of lllinois’ generation requirements. In addition to execution risk in creating and

-implementing these new procedures, the IPA runs the risk of generating additional political controversy if the
process does not go well or leads to large rate increases. This is somewhat mitigated by the staggered nature of
the first RFP in that it only addresses one third of overall power requirements. The other two-thirds of power
requirements will continue to be met by previous auction contracts in place until they roll off over the next two
years, at which point the IPA will procure all of the power requirements of the state.

- Coverage metrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

CIPS' financial coverage metrics decreased considerably in 2007 and during the first nine months of 2008 from
previous years to levels that are at or below investment grade parameters, using guidelines outlined in Moody's
raling methodology for global regulated electric utilities. This includes CFO pre-working capital interest coverage of
2.5 times and CFO pre-working capital to debt of 10% in 2007 and 2.7 times and 10%, respectively, for the iwelve-
months ending September 30, 2008. The company has been negatively affected by increased operating costs,
higher spending for transmission and distribution system reliability, low retirns, and regulatory lag. There were
alsa changes in rate design aimed at mitigating high winter heating bills that have pressured financials for the first
part of 2008. This should largely reverse itself by the end of the year,
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Central Illinois Public Service Company
Liquidity Profile

CIPS’ liquidity profife is currently adequate, although it maintains very limited financial flexibility due primarily to the
expiration of its bank credit facilities in less than 12 months. Although Moody's expects that all or a portion of these
bank credit facilities will be renewed at some point during 2009, constrained bank and credit market conditions
make the timing, struclure, pricing, and size of the renewed facilities more uncertain. As of September 30, 2008,
CIPS had $96 million of shori-term debt outstanding, consisting of draws under one of its bank revelving credit
facilities, and $15 miltion of current maturities of tong-term debt. CIPS itself has somewhat more shori-term debt
availability under its revolver limits than Ameren's other lllinois utilities, which is important considering that CIPS is
highly constrained in its ability to issue first morigage bonds and preferred stock due to insufficient earnings
coverage ratios, with only $38 million of first mortgage bond capacity available from retired bond capacity as of
September 30, 2008.

CIPS, Central Hinois Light Company {CILCO), CILCORP Inc., Hlincis Power {IP), and AmerenEnergy Resources
Generaling Company (AERG} collectively maintain two $500 million multiyear, senior secured credit facilities
expiring on January 14, 2010. Borrowings under these facilities are several and not joint, and are not guaranteed
by Ameren or any other Ameren subsidiary. The facilities do not contain cross-default provisions and an event of
default under these facilities does not constitute an event of default under Ameren's $1.15 billion facility. CIPS,
CILCO, and IP also participate in a utility money pool arangement with the parent company, giving them access fo

. additional funds if necessary, although Moody's does not believe that the parent company credit facility by itself is

_ of sufficient size to provide liquidity fo the entire Ameren organization. The lliinois utilities will have to renew all ora

large portion of their bank facilities or consider alternative sources of short-term financing in order to maintain
adequate liquidity going forward. In addition, the Ameren parent company credit facility expires in less than 18
months on July 14, 2010,

" CIPS, CILCORP, CILCO, IP, and AERG have aggregate sub-limits of $135 miliion, $175 million, $150 million, $350
million, and $300 million under the facilities, respectively: Under the terms of the amended agreement, CIPS,
CILCORP, CILCO, IP, and AERG must also maintain a ratio of total debt to capitalization of no greater than 65%.
At September 30, 2008, the ratios for CIPS, CILCORP, CILCO, IP and AERG were 52%, 60%, 48%, 51%, and
44%, respectlvely

Rating Outlook

- The stable outlook reflects the more constructive political and regulatory environment for utilities in lHlinois following
the August 2007 electric rate settiemnent, and a reasohably supportive outcome of its most recent delivery service
rate case. it also assumes that the newly created llinois Power Agency will execute an efficient and orderly power
procurement process for 2009 and going forward that will continue to reduce both political and regulatory risk in the
state, The stable outlook is also based on our expectation that CIPS will successfully renew all or most of its bank

. facilities at same point during 2009.

What Could Change the Rating - Up

CIPS' ratings could be raised Iif the company enters into adequate liquidity amangements; if the lllinois Power
Agency successfully executes power procurement procedures that continues to reduce political and regulatory risk
in the state; if future distribution rate cases provided sufficient rate relief; if financial metrics refurn to levels
expected for an investment grade rating, including CFO pre-working capital interest coverage of at least 2.7x and
CFO pre-working capital to debt of at least 13% on a sustainable basis.

7 ‘What Could Change the Rating - Down

CIPS' ratings could be lowered if the company does not enter into adequate liquidity arrangements well in advance
of their current bank facility expiration dates in January 2010, if there is additional political intervention in the
regulatory process; If future distribution rate cases do not provide sufficient rate relief; or if rising operating costs or
other factors put additional pressure on financial metrics such that they fall further below investment grade
parameters, including CFQO pre-working capital interest coverage below 2.7x and CFO pre-working capital to debt
below 13%.

Rating Factors

Central llinois Public Service Company

Select Key Ratios for Global Regulated Electric

Utilities
' {Rating Aa |Aal A | A | Baa [Baa| Ba | Ba
Level of Business Risk Medium| Low [Medium| Low |Medium} Low |Medium| Low
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CFO pre-WIC to Interest (x) [1] >6 >5 3560 30- 2750 240 <25 <2
5.7 '

" |CFO pre-wWiC to Debt (%) [1] >30  >22 2230 1222 1325 5143 <13 <5

CFO pre-W/C - Dividends to Debt (%) {1] >25 >20 1325 920 820 310 <10 <3

Total Debt to Book Capitalization (%) <40 <50 40-60 50-70 50-70 60-75 >60 ~ >70

1] CFO pre-W/C, which is also referred to as FFO in the Global Regulated Electric Utilities Rating Methodology, is
egual to net cash flow from operations less net changes in working capital items
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[1] All ratios caiculated in accordance with the Global Regulated Electric Utilities Rating Methodology using

Moody's standard adjustments.
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Rating Drivers

- Limited financial flexibility due to the expiration of its bank facilities in less than 12 months
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- Some lingering political and regulatory uncertainty in illinois
- Execution risk in the implementation of new power procurement procedures in Hinois
- Significant environmental capital expenditures at its generation subsidiary

Corporate Profile

Centrat Hlinois Light Company d/b/a AmerenCILCO (CILCQ; Ba1 Issuer Rating, stable outlook), a subsidiary of
Ameren's intermediate holding company CILCORP, Inc. (Ba2 senior unsecured, stable outlook), is a regulated
electric and natural gas transmission and distribution ufility with a service territory in southern [liinois. It also
includes the unregulated generation subsidiary AmerenEEnergy Resources Generating Company (AERG), which is
unrated. GILCORP is a wholly-owned subsidiary of Ameren Carporation (Ameren; Baa3 Issuer Rating, stable

- outlook).

Recent Events

In December 2008, CILCO issued $150 million of 5-year senior secured notes at a rate of 8.875%, the proceeds of
which were used to pay off short-term debt, including draws under Ameren's lllinois utility bank credit facility.

On September 24, 2008, the Hinois Commerce Commission (ICC) approved a rate order authorizing a $3 milfion

- electric delivery setvice rate decrease and a $9 million gas delivery service rate decrease, based on a 10.65%
return on equity for electric delivery service and a 10.68% return on equity for natural gas delivery service. This
rate order compares to a revised CILCO rate request of a $3 million increase in electric delivery service rates and
a $7 million decrease in gas delivery service rates.

In September 3, 2008, Ameren announced a tender offer for approximately $334 million of bonds outstanding at

CILCORP, In¢., which the company intends to finance at the parent company level. Consents from over 99% of

bondholders were received in September, although the tender offer has been extended several times since then
" and all of the debt remains oulstanding at CILCORP.

SUMMARY RATING RATIONALE

CILCO's Ba1 Issuer Rating reflects a reasonable rate order in its most recent electric and gas delivery service rate
case, the negofiated 2007 rate settiement in lllincis that averted a rate freeze, a stabilized political and regulatory
environment in the state, and consistenily strong standalone financial metrics. Offselting these positive credit
characteristics are high short-term debt levels and limited financial flexibility due to the near-term expiraficn of the
company's revolving credit facility on January 14, 2010. The company also faces increased operating costs; high
environmental capital expenditures at its AERG unregulated generating subsidiary; the potential for continued

. regulatory lag with regard to the recovery of costs; and execution risk inherent in the implementation of new power

. procurement procedures by the newly created lllinois Power Agency.

DETAILED RATING CONSIDERATIONS

- Strong standafone financial metrics for its rating category are offset by significant debt at its infermediate parent
company CILCORP and limited financial flexibility

CILCO's financial metrics are very strong for its rating, using guidelines outlined in Moody's rating methodology for
global regulated electric ulilities. This includes CFO pre-working interest coverage of 5.7 times and CFO pre-

_ working capital to debt of 26% in 2007 and 7.5 times and 37%, respectively, for the twelve months ending
September 30, 2008. CILCO's rating is constrained by the relatively high level of debt at CILCORP, which exhibits
significantly lower financial metrics on a consclidated basis than its utility subsidiary. These metrics mclude CFQC

_ pre-working capital interest coverage of 2.8 times and CFO pre-working capital to debt of 11% in 2007 and 3.5
times and 13%, respectively, for the twelve-months ending September 30, 2008. CILCO's metrics are also likely to
be pressured by an anficipated increase in environmental capital expenditures at its subsidiary AERG, discussed
‘below. This has resulted in particularly high short-term debt levels, constraining the financial flexibility of both
CILCO and CILCORP as they approach the expiration of their bank credit fagility in January 2010 (discussed in
more detait under the Liquidity section below).

- Some lingering political and regulatory uncertainty in a state that narrowly avoided subjecting its investor owned
utilities to a rate freeze in 2007, although CILCO received a relatively reasonable rate case outcome in September

2008

CILCO's ratings reflect the stability provided by a 2007 settlement agreement on electric rates in lllinols as well as
lingering uncertainty regarding the ongoing impact that the protracted electric rate controversy may have on future
rate cases and on the execution and success of new power procurement policies and procedures in the state.
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Although Moody's views the ICC's September 2008 rate case decision as reasonable, Ameren has indicated that it
expects to file for rate relief more frequently in Illinois because of rising costs and rate base investments, which
could be challenging in a recessionary environment. The ICC also rejected cost recovery mechanisms for bad debt
expenses and electric infrastructure investments, riders that Moody's would have viewed as credit supportive.

- Execution risk in the implementation of new power pracurement procedures in llinois

Beginning this year, power procurement will be accomplished through a competitive requests-for-proposat (RFP)
process overseen by a newly created state agency, the llinois Power Agency (IPA). As a result, there will continue
to be uncertainty regarding power procurement policies and procedures in the state at least until the first state run
RFP process is completed. The IPA expects to complete its first power procurement RFP early this year for
approximately one third of lliinois' generation requirements. In addition to execution risk in crealing and
implementing these new procedures, the IPA runs the risk of generating additional political controversy if the
process does not go well or leads to large rate increases. This is somewhat mitigated by the staggered nature of
the first RFP in that it only addresses one third of overall power requirements. The other two-thirds of power
requirements wilf continue to be met by previous auction contracts in place until they roll off over the next two
years, at which point the IPA will procure all of the power requirements of the state.

- Significant environmental capital expenditures at AERG

CILCO is unique among Ameren's three Hlinois utilities in that it owns AERG, with 1,200 MW of unreguiated

" generation, consisting of CILCO's former generating assets. AERG has significant capital expenditure
reguirements necessary to bring it into compliance with current environmental standards. GiLCO's overall capital
expenditures more than doubled in 2007 to $254 million from $119 million in 2006 and were a high $223 million for
the first nine months of 2008, for the most part due to AERG. Of the $725 to $870 million in capital expenditures
forecasted over the next five years, approximately 85%, or $820 to $760 million, is for environmental compliance.

" Since AERG is unregulated, these costs cannot be recovered by CILCO through rates, but rather recovery will be
dependent upon AERG's contracted rates and market prices on spot sales. Ameren has announced capital

. expenditure reductions and deferrals for 2002 since these capital expenditure projections were provided in their
SEC filings.

- Liquidity Profile

CILCO's liquidity profile is currently adequate, although it maintains very limited financial flexibility due primarily lo

- the expiration of its bank credit facilities in less than 12 months and high levels of short-term debt ocutstanding at
‘both AERG and CILCORP. Although Moody's expects that at least a portion of these bank credit facilities will be
renewed at some point during 2009, constrained bank and credit market conditions make the timing, structure,
pricing, and size of the renewed facilities more uncertain. As of September 30, 2008, CILCO had $305 million of

" . short-term debt outstanding, of which $155 million was at AERG, with an additional $127 miilion al the intermediate

holding company CILCORP. In addifion, CILCO had $171 miliion outstanding from the Ameren money pool at

- Seplember 30, increasing aggregate short-term debt levels considerably. In December 2008, however, CILCO
issued $150 million of long-term senior secured notes, all of which was usad fo reduce short-term debt at CILCO,
although none of the proceeds were used to reduce short-term debt at AERG. Ameren may complete additional
long-term debt financings at its subsidiaries before their bank facilities come due to lower the level of short-term

- debt cutstanding.

CILCO, CILCORP, Central lllinois Public Service Company (CIPS), lllinois Power (IP), and AERG collectively
maintain two $500 million multiyear, senior secured credit facilities expiring on January 14, 2010. Borrowings under
 these facilities are several and not joint, and are not guaranteed by Ameren or any other Ameren subsidiary. The

- facilities do not contain cross-default provisions with Ameren and an event of default under thesa facilities does not
constitute an event of default under Ameren's separate $1.15 billion parent company credit facility. CILCO, CIPS,
and IP also participate in a utility money pool agreement with the parent company, giving them access to additional

~ funds if necessary, although Meoody's does not believe that the parent company credit facility by itself is of sufficient
size to provide liquidity to the entire Ameren organization. The lllinois utilities will have to renew all or a large
portion of their bank facilities or consider alternative sources of shorf-term financing in order to maintain adequate
liquidity going forward. In addition, the Ameren parent company credit facility expires in less than 18 months on
July 14, 2010.

CIPS, CILCORP, CILCO, IP, and AERG have aggregate sub-limits of $135 million, $175 million, $150 million, $350
million, and $300 milllon under the facilities, respectively and CILCO had no of cash or cash equivalents on hand
at September 30, 2008. Under the terms of the credit agreements, CIFS, CILCORP, CILCO, IP, and AERG must

* also maintain a ratio of total debt to capitalization of no greater than 65%. At September 30, 2008, the ratios for
CIPS, CILCORP, CILCO, IP and AERG were 52%, 60%, 48%, 51%, and 44%, respectively. In addition, covenants
under the bank facilities iimit CILCORP dividend payments to Ameren at $10 million as long as CILCORP is rated
below investment grade, resfricting Ameren's access to dividends from CILCO and AERG.

Rating Qutlook
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The stable outlook on the ratings of CILCO and CILCORP reflects the more constructive political and regtilatory
environment for utilities in Niinois following the August 2007 electric rate settlement, and a reasonable outcome of
its most recent delivery service rate case. It also assumes that the newly created lllinois Power Agency will
execute an efficient and orderly power procurement process for 2009 and going forward that will continue to
reduce both political and regulatory risk in the state. The stable outlook is also based on our expectation that
CILCO will successfully renew all or most of its bank facilities at some point during 2009,

What Could Change the Rating - Up

The ratings of CILCO and CILCORP could be raised if the companies enter into adequate liquidity amangements to
replace expiring bank credit facilities; if Ameren is successiul in its pending tender offer for CILCORP debt, which
will change the capital structure of the CILCORP corporate family considerably; if the lllinois Power Agency

. succassfully executes power procurement procedures that continues to reduce regulatory and poiltlcal risk in the

* state; and if future distribution rate cases provide sufficient rate relief.

What Could Change the Rating - Down

"The ratings of CILCO and CIL.CORP could be lowered if the company does not enter into adequate liquidity
~ arrangements well in advance of their current bank facility expiration dates in January 2010; if there is additional
political intervention in the regulatory process; or if future distribution rate cases do not provide sufficient rate relief,

Rating Factors

Central lllinois Light Company

Select Key Ratios for Global Regulated Electric

Utilities

Rating Aa Aa A A Baa | Baa Ba Ba

Level of Business Risk Medium| Low [Medium| Low |Medium Lovu; Medium| Low

CFO pre-WIC to Interest (x) [1) >6 >5 3580 107 2750 240 <25 <2

CFO pre-WIC to Debt (%) [1] 30 =22 2230 1222 13-25 513 <13 <5
{CFO pre-WIC - Dividends to Debt (%) [1] »25 »20 13-25 920 820 310 <10 <3
. |Total Debt to Book Capitalization (%) <40 <50 40-60 50-70 BD-70 60-75 =60 >70

- [1] CFO pre-W/C, which is also referred to as FFO in the Global Regulated Efectric Utilities Rating Methodology, is
equal to net cash flow from operations less net changes in working capital items

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {MIS) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
-SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION QF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,

OR SALE.

© Copyright 2009, Moody's Investors Service, Inc. and/or its licensors including Moody's Assurance Company, Inc. -
(together, "MOODY'S"). All rights reserved.

ALL INFORMATION CONTAINED HEREIN 15 PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
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raiating to, any error {negilgent or otherwise) or other circumstance or contingency within or outside the controd of MDODY'S or
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any of its directors, officers, employees or agents in connaction with the procurement, collectien, compliation, analysls,
interpretation, communtcation, publication or delivery of any such information, or (b} any direct, Indirect, special, conseguentiai,
.compensalory or incidental damages whatsoever (including without limitatlon, lost profits}, even if MOODY'S is advised In
advance of the possibility of such damages, resuiting from the use of or inability to use, any such information. The credit ratings
- and financial reporting analysis observations, if any, constituting part of the information contained herein are, and must be
construed soiely as, statements of opinlon and not statements of fact or recommendations to purchase, sell or held any
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITMESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be welghed solely as one factor in any
Investment dacision made by or on behalf of any user of the Informatlon contalned herain, and each such user must accordingly
rmake its own study and evaluation of each security and of each issuar and guarantor of, and each provider of credlt support far,
each security that It may consider purchasing, holding or selling,

MOQDY'S hereby disclosas that most issuars of debt securities {including corporate and municipal bonds, debentures, notes and
commerclal paper) antd preferred stock rated by MOODY'S have, prior Lo assignment of any rating, agreed to pay to MOQDY'S for
appralsal and rating services rendered by [t fees ranging from $1,500 to approximately $2,400,000. Moady's Corporation (MCO)
and its wholly-owned credit rating agency subsidiary, Moody's Investors Service (MIS), also maintain pelicles and pracedures to
address the independance of MIS's ratings and rating processes, Information regarding certain affiliations that may exist

. between directors of MCO and rated entities, and between entitles who hold ratings from MIS and have alsc publicly reported to
the SEC an ownership interest in MCO of more than 5%, is posted annualiy on Maody's website at wiwvw.moodys.com under the
heading "Shareholder Relatlons - Corporate Governance - Director and Shareholder Afflliation Policy.”
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Credit Opinion: Hlinols Power Company

Hlinois Power Company

Decatur, iflinois, Unifed States

‘Key Indicators

i
Hlinois Power Company

Ratings

Category Moody's Rating
Outlook Stable
Issuer Rating Ba1l
First Mortgage Bonds Baa3
Senior Secured Baa3
Senior Unsecured Shelf (P)Bat
Preferred Stock Ba3
Parent: Ameren Corporation

QOutlook Stable
Issuer Rating Baa3
Senior Unsecured Shelf (P)Baa3
Subordinale Shelf {P)Ba1
Preferred Shelf (P)Ba2
Commercial Paper P-3
Contacts

Analyst Phone
Michael G. Haggarty/New York 212.553.7172
William L. Hess/New York 212.553.3837

Save as PDF

LTM 9/30/08 2007 2008 2005

'(CFO Pre-W/C + Interest) / Interest Expense 23x  2Z7x  3.5x  46x
{CFO Pre-W/C) / Debt 9% 10% 13% 18%
{CFO Pre-W/C - Dividends) / Debt 2% 6% 13% 10%

" (CFO Pre-W/C - Dividends) / Capex 13% 44% B2% 86%
Debt f Baok Capitalization 51% 49% 45% 50%
T% 8% 9% 13%

EBITA Margin %

[1] Al ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using

Moody’s standard adjustments.

Nofe: For definitions of Maody's most common ratio tenns please see the accompanying User's Guide.

Opinion

Rating Drivers

- Limited financial flexibility due to the expiration of its bank facilities in less than 12 months

- Some lingering political and regulatory uncertainty in lilinois
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- Execution risk in the implementation of hew power procurement procedures in Ifinois

- Coverage metrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

Corporate Profile

lNincis Power Company (IP; Ba1 Issuer Rating, stable outlook) is a regulated electric and natural gas transmission
and distribution utility with a service temitory in southern llfinois. IP is a wholly-owned subsidiary of Ameren
Corporation (Ameren; Baa3 lssuer Rating, stable outlook).

Recent Events

In October 2008, IP issued $400 million of 10-year senior secured notes at a rate of 9.75% and a yield close to
10%, the proceeds of which were used to pay off shori-term debt, including draws under Ameren's lliinois ufility
"bank facility.

On September 24, 2008, the llinois Commerce Commission (ICC) approved a rate order authorizing a $104 million
electric delivery service rate increase and a $40 million gas delivery service rate increase based on a 10.65%
return on equity for electric delivery service and a 10.68% return on equity with respect to natural gas delivery
service. The rate order compares fo a revised 1P request for a $127 million increase in electric delivery service
rates and a $10 million increase in gas delivery service rates.

SUMMARY RATING RATIONALE

tP's Ba1 Issuer Rating reflects a reasonably supportive rate order in its most recent electric and gas delivery
service rale case, the negotiated 2007 rate settfement in lllinois that averted a rate freeze, and a stabilized political
and regulatory environment in the state. Offsetting these positive developments are the utility's limited financial
flexibility resulting from the expiration of its bank credit facility on January 14, 2010, the below investment grade
coverage metrics exhibited by the utility in 2007 and 2008; higher operating ¢osts; the potential for continued
regulatory fag in the recovery of rising operating and other costs; and the execution risk inherent in the
implementation of new power procurement procedures by the newly created Illinois Power Agency.

* DETAILED RATING CONSIDERATIONS

-~ Some lingering political and regulatory uncertainty in a state that narrowly avoided subjecting its investar owned
utifities to a rate freeze in 2007, although [P received a reasonably supportive rate case outcome in its most recent
delivery service rate case in September 2008

‘IP's rating reflects the stability provided by a 2007 electric rate settlement in llinois as well as lingering uncertainty
regarding the ongoing effect that the protracted electric rate controversy may have on future rate cases and on the
execution and success of new power procurement procedures in the state. Although Mooedy's views the ICC
September 2008 rate case decision as reasonably supportive, IP has indicatad that it expects to file for rate relief
more frequently in fllinols going forward because of rising costs and rate base investments, which could be
challenging in a racessionary economic envirenment. The ICC also rejected cost recovery mechanisms for bad

- debt expense and electric infrastruclure investments, riders that Moody's would have viewed as credit supportive.

- Execution risk in the implementation of new power procurement procedures in |llinols

Beginning this year, power procurement will be accomplished through a competitive requests-for-proposal (RFP}
process overseen by a newly created state agency, the Hiinois Power Agency (IPA). As a result, there will continue
to be uncertainty regarding power procurement policies and procedures in the stale at least until the first state run

- RFP process is completed. The IPA expects fo complete its first power procurement RFP early this year for
.approximately one third of lllinois' generation requirements. In addition to execution risk in creating and
implementing these new procedures, the |PA runs the risk of generating additional palitical controversy if the
process does not go well or leads to large rate increases. This is somewhat mitigated by the staggered nature of
the first RFP in that it only addresses one third of overall power requirements. The other two thirds of power
requirements will continue to be met by previous auctions contracts in place until they roll off in over the next two
years, at which point the IPA will procure all of the power requirements of the state.

- Coverage mefrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

IP's financial coverage metrics decreased considerably in 2007 and during the first nine months of 2008 from
previous years to levels that are at or below investment grade parameters, using guidelines outlined in Moody's
rating methodology for global regulated electric utilities. This includes CFO pre-working capital interest coverage of
2.7 times and CFO pre-working capilal to debt of 10% in 2007 and 2.3 times and 9%, respectively, for the twelve-
moenths ending September 30, 2008. The company has been negatively affected by higher operating costs, higher
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spending for transmission and distribution system reliability, low returns, and regulatory lag. There were also
changes in rate design aimed at mitigating high winter heating bills that have pressured financiats during the first
part of 2008. This should |argely reverse itself by the end of the year.

Liguidity Profile

IP's liguidity is currently adequate, aithough it maintains very limited financial flexibility due primarily to the

. expiration of its bank credit facilities in tess than 12 manths. Although Moody's expects that all or a portion of these
bank credit facilities will be renewed at some peint during 2009, constrained bank and credit market conditions
make the timing, structure, pricing, 2and size of the renewed facilities more uncertain. As of September 30, 2008, IP
had a relatively high $304 million of short-term debt outstanding, consisting of draws under the credit facilities. In
October 2008, however, IP issued $400 million of long-term senior secured notes, ali of which was used to reduce
short-term debt.

iP, Central lllinois Light Company (CILCQ), CILCORP Inc., Central lllinois Public Service Company (CIPS), and
AmerenEnergy Resources Generating Company (AERG) collectively maintain two $500 million multiyear, senior
secured credit facilities expiring on January 14, 2010. Borrowings under these facilities are several and not joint,
and are not guaranteed by Ameren or any other Ameren subsidiary. The facilities do not contain cross-default
provisions and an event of default under these facilities does not constitute an event of default under Ameren's
separate $1.15 billion facility. IP, CIPS, and CILCO also participate ir a utility money pool arrangement with the
parent company, giving them access to additional funds if necessary, although Moody's does not believe that the
parent company credit facility by itself if of sufficient size to provide liquidity to the entire Ameren organization. The
flinois utilities will at least have to renew all or a large portion of their bank facilities or consider alternative sources
of short-term financing in order to maintain adequate liquidity going forward. In addition, the Ameren parent
company credit facility expires in less than 18 months on July 14, 2010,

- CIPS, CILCORP, CILCO, IP, and AERG have aggregate sub-limits of $135 million, $175 million, $150 million, $350
million, and $300 million under the facilities, respectively. Under the tenms of the amended agreement, CIPS,
CILCORP, CILCO, IP, and AERG must also maintain a ratio of total debt to capitalization of no greater than 65%.
Al September 30, 2008, the ratios far CIPS, CILCORP, CILCO, IP and AERG were 52%, 60%, 48%, 51%, and

44%, respectively.
- Rating Outlook

The stable outlook reflects the more constructive political and regulatory environment for utilities in lllinois following
the August 2007 electric rate settlement, and a reasonably supportive outcome of its most recent delivery service
rate case. [t also assumes that the newly created [llinols Power Agency will execute an efficient and orderly power
procurement process for 2009 and going forward that will continue to reduce both political and regulatory risk in the
state. The stable outlook is also based on our expectation that IP will successfully renew all or most of its bank
facilities at some point in 2009,

What Could Change the Rating - Up

tP's ratings could be raised if the company enters into adequate liquidity arrangements to replace its expiring bank
credit facilities; if the Hlinois Power Agency successfully executes power procurement procedures that reduces

~ political and reguiatory risk in the state; if future distribution rate cases provide sufficient rate relief, if financial
metrics return to levels expected for an investment grade rating, including CFO pre-working capital interest
coverage of at least 2.7x and CFO pre-working capital to debt of at [east 13% on a sustainable basis.

" . What Could Change the Rating - Down

. 1P"s ratings could be lowered if the company does not enter into adequate liquidity arrangements well in advance of
- their current bank credit facility expiration dates in January 2010; if there is additional political intervention in the
_ regulatory process in lilinois; if future distribution rate case outcomes do not provide sufficient rate relief; or if rising
operating costs or other factors puf additional pressure on financial metrics such that they fall further below -
investment grade parameters, including CFO pre-working capital interest coverage below 2.7x and CFO pre-
. working capital {o debt below 13%.

. Rating Factors

lllinois Power Company

Select Key Ratios for Global Regulated Electric
Utilities
Rating | aa [Aa| A | A | Baa |Baa| Ba | Ba
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Level of Business Risk JMediumI Low ’Mediuml Low |Medium| Low IMedium| Low
CFO pre-WIC to Interest (x) [1] 6 >5 3580 30- 2750 240 <25 <2

. 5.7
CGFO pre-WIC to Debt (%) [1] >30 »22 22:30 1222 1325 513 <13 <5
_ |CFO pre-WIC - Dividends to Debt (%) [1] »25 >20 1325 '9-20 820 3-10 <10 <3
Total Debt to Book Capitalization (%) <40 <50 4060 50-70 50-70 60-75 >80 >70

Page 4 of 4

[1] CFO pre-WIC, which is also referred to as FFO in the Global Regulated Electric Utilities Rating Methodology, is
equal to net cash flow fram operations less net changes in working capital items

~ CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (MIS) CURRENT OPINIONS OF THE

RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS

"CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS

- IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT

NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO

E PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE

- SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR, MIS ISSUES ITS CREDIT RATINGS

WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,

OR SALE.

" @ Copyright 2009, Moody's Investors Service, Inc. and/or its ficensors including Moody's Assurance Company, Inc.
" (together, "MQODY'S™). All rights reserved.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED 8Y COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
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MOODY'S have any lizbllity 10 any person or entity for (a) any ioss or damage in whole or in part caused by, resuliing fram, or
relating to, any error (negligent or otherwise) or ather circumstance or contingency within or outside the control of MOGDY'S or

© any af its directors, officers, employees or agents In connection with the procurement, collection, compilation, analys!s,
- interpretation, cormmunication, pubklcation or delivery of any such Information, or (D} any direct, indirect, speciai, consequentlatl,

compensatory or incidental damages whatsoever (Including without limitation, Jost profits), even if MOODY'S iz advised in

-~ advance of the possibility of such damages, resulting from the use of ar inabillty to use, any such Inforeation, The credit ratings

and finandiai reporting analysis observations, if any, constituting part of the information contated harein are, and must be
construad solely as, statements of oplnion and not statements of fact or recommendations to purchase, sell or hold any
securities. HO WARRANTY, EXPRESS CR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING QR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S TN ANY FORM OR MANNER WHATSOEVER. Each rating or cther opinion must be weighed solely as one factor In any
Inyastment decision made by or on hehalf of any user of the information contained hereln, and sach such user must accordingly
make Its own study and evaluation of each sacurity and of each issuer and guarantor of, and each provider of credit suppart for,
each security that it may censider purchasing, holding or selling.

MOODY'S heraby discloses that most issuers of debt securities (including corporate and murlcipal bonds, debentures, notes and
commearciat paper) and preferred stock rated by MOODY'S have, prior te assignment of any rating, agread to pay to MOODY'S for
appratsal and rating services rendared by It fees ranging from $1,500 to approximzately $2,400,000. Mcody's Carporation (MCQO)
and its whoily-owned ¢redit rating 2gency subsidiary, Moody's Tnvestors Service (MIS), also maintaln poficles and procedures 1o
address the independence of MIS's ratings and rating processes, Information regarding certain affiliations that may exist
bevween directors of MCO and rated entities, and between entities who hold ratings from MIS and have also publicly reported to

. the SEC an cwnarship interast in MCO of more than 5%, |s posted annuaily on Moogy's website at www.moodys.com under the
- heading "Sharenglder Relations - Corporate Governance - Director and Shareholder Affiliation Poficy.”
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Credit Opinion: Ameren Corporation

Amaeren Corporation

St Louis, Missouri, United States

- Ratings

Category
Outlook
Issuer Rating

" Senior Unsecured Shelf

- Subordinate Shelf
Preferred Shelf
Commercial Paper
Union Electric Company

~ Outlook

- Issuer Rating
First Mortgage Bonds
Senior Secured
Senior Unsecured Shelf

_ Subordinate

Preferred Stock
Commercial Paper
Ameren Capital Trust!
Qutlook

" Bkd Preferred Shelf

Contacts

- Analyst

“Michael G. Haggarty/New York
William L. Hess/New York

Key Indicators

]

Ameren Corporation

(CFO Pre-W/C + Interest) / Interest Expense

(CFO Pre-WIC) / Debt
. {CFO Pre-WIC - Dividends) / Debt
{CFO Pre-W/C - Dividends) / Capex
Debt / Book Capitalization
-EBITA Margin %

Global Credit Research
Credit Opinion

Moody's Rating
Stable

Baa3

{P)Baa3

{P)Bat

(F)Ba1

P-3

Stable
Baa2
Baat
Baat

(P)Baa2
Baal
Bat

P-3

Stable
(P)Bat

Phone
212.553.7172
212.553.3837

LTM 6/30/08
4.1x
17%
10%
53%
48%
21%

14 AUG 2008

Save as PDF

2007
4.2x
18%
11%
62%
A7%
19%

2006
4.6x
20%
12%
81%
43%
18%

[1] At ratios calculated in accordance with the Global Reguiated Electric Utilities Raling Methodology using

Moody's standard adjustments.

Note: For definitions of Moody's rost common ratio ferms please see the accompanying User's Guide.

© Opinion

‘ Corporate Profile
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5.2x
22%
14%
93%
43%
20%
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Ameren Corporation (Ameren, Baa3 Issuer Rating, stable outlook) is the holding company for regulated electric
and gas utility subsidiaries Union Electric Company (d/b/a Ameren UE), Central lllinois Fublic Service Company
(d/bfa AmerenCIPS), CILCORP Inc., Central lllinois Light Company {d/b/a AmerenCILCO), and lllincis Power
Company (d/b/a AmerenlP), and unregulated subsidiaries AmerenEnergy Generating Company, Ameren Energy
Resources Generating Company, and AmerenEnergy Marketing Company. Ameren serves 2.4 million electric
customers and nearly one million natural gas customers in a 64,000 square-mile area in Missouri and lllinois.

Recent Developments

On August 13, 2008, Ameren's rating was lowered to Baa3 {issuer Rating} from Baa2 as a result of declining
consolidated cash flow coverage metrics, higher capital expenditures, and regulatory lag In the recovery of higher
operating and investment costs. Ameren's short-term rating for commercial paper was also lowered 1o Pime-3
from Prime-2. In addition, the rating of subsidiary AmerenEnergy Generating Company was lowered to Baa3
{senior unsecured) from Baa2 due to higher business and operating risks, increased capital spending for
environmental compliance, and anticipated higher debt issuances by this subsidiary going forward to finance these
capital expenditures.

On July 28, 2008, Union Eleciric, Ameren's largest utility subsidiary, submitted a combined Construction and
Operating License Application (COLA) to the Nuclear Regulatory Commission for a potential new nuclear power
plant adjacent to the company's existing single unit Callaway Nuclear FPlant. No final decision has been made on
whether to proceed with the new plant.

On July 24, 2008, the newly created lllinois Power Agency (IPA) requested a three week extension from the lllinois
Commerce Commission (ICC) to prepare power procurement plans in lllinois for the procurement year beginning
-June 1, 2009. The Agency now expects to complete the plans by September 3, 2008, instead of the legislatively

. mandated date of August 15, 2008.

On May 21, 2008, the ratings of Union Electric were lowered to Baa2 (Issuer Rating) from Baa1 as a result of lower
cash flow coverage metrics; increased operating costs; large capital expenditures for environmentat compliance
and transmission and distribution system investment; and higher debt levels being incurred to finance these
investments.

Rating Rationale

- Ameren's rating reflects consolidated credit metrics that have declined from historical levels; increased operating
costs being incurred throughout its system; higher capilal expenditures at both its utifity and nonutility subsidiaries;
regulatory lag in obtaining timely cost recovery at its utilities; refatively high dividend payout ratio; potential long-
term challenges posed by likely climate change legislation and possible new nuclear generation; and = stabilized
political and regulatory environment in lllinols resulting from an August 2007 electric rate settlement agreement.
Although there is still some uncertainty in llincis regarding the treatment of future distribution rate cases and the
operation of the newly created lllinois Power Agency, last year's settlement greatly reduced the possibility of a rate
freeze being re-implemented in the state.

Ameren’s rating also reflects its position as a holding company and considers the structural subordination of its
rating to that of its operating subsidiaries, which maintain ratings of between Baa2 and Bal {senior unsecured). In
particular, the recent downgrade of two of its major subsidiaries, Union Electric and AmerenGenco, will decrease
the expected quality of cash flows upstreamed to the parent company. The rating reflects Ameren's diversification,
with four utilities operating in two states; a concentration of coal fired generation; and a generally challenging

~ regulatory environment in both of its jurisdictions plus no fuel, purchased power, or fuel adjustment clauses in
place in Missouri.

~The key drivers of Ameren's ratings are as follows:

- Consalidated financial meirics that have been pressured by increasing costs, large capital spending needs, and
. the company's high dividend payout ratio, although Moody's expects metrics to remain sufficient to maintain an
_investment grade rating .

Ameren's consolidated financial melrics, as measured by the key ratios outlined in Moody's rating methodology for
global regulated elactric utilities, have exhibited declining trends over the last several years and are now more
appropriate for the Baa3 rating level! for a utility holding company with subsidiaries operating in below average
. regulatory environments. These ratios include interest coverage, as measured by CFO pre-working capital plus

interest to interest, of 4.2x in 2007 and 4.1x for the twelve months ending 6/30/08, decreasing from as high as 6.0x
in 2004, Similarly, Amerent's debt coverage ratio, as measured by cash flow from operations before working capital
adjustments to debt, was 18% in 2007 and 17% for the twelve months ending 6/30/08, again falling steadily from a
high of 24% in 2004, ’

Moody's expacts Ameren's financial ratios to continue to be pressured by ongoing cost pressures, high capital
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expenditure requirements at its regulated utilities, and regulatory lag in the recovery of operating and capital
investment costs. Ameren currently has no long-term debt at the parent company; however, there may be some
modest external financing needs at the parent going forward. In addition, the company has maintained a relatively
high dividend payout ratio of nearly 80% in 2007 which, combined with high capital expenditures, has and is likely
to continue to result in substantial negative free cash flow for the Ameren system overall,

Ameren could benefit to some degree over the near term from higher cash flow generated from its unregulated
generating subsidiaries since below market contracts with their lllinois utility affiliates fully expired on December
31, 2007. However, these generation subsidiaries are predominantly coal fired and subject to substantial
enviranmental complance costs, which is likely to further increase debt levels and constrain their financial metrics
over the longer term.

- Declining credit metrics, increasing costs, and higher capital expenditures at its utilities, most notably at its largest
utility subsidiary, Union Electric (Baa2 senior unsecured, stable outlook), the largest source of dividends to the

parent company

Ameren's ratings reflect declining cash flow coverage ratios at Union Electric, a vertically integrated utifity
subsidiary operating in and around St. Louis. Like the parent company, the utility's ratio of cash flow pre-working
capital to debt has also fallen steadily over the last several years to 20% in 2008 frorm 31% in 2004 and it was 17%
for the twelve months ending June 30, 2008. Similarly, CFO pre-working capital pius interest to interest has fallen
from above 6.0x in 2004 and 2005 to 4.5x in 2007 and 4.4x for the twelve months ending June 30, 2008, These
measures could fall further in coming years, although Moody's expects them to stabilize at or close to these levels,
with future trends largely dependent on the cutcome of its pending rate cases and the cost recovery provisions
provided.

- A challenging regulatory environment in Missouri, with no fuel, purchased power, or environmental adjustment
clauses in place, and significant regulatory lag for cost recovery

On April 4, 2008, Union Electric fited for a $251 million or 12.1% rate increase based on a 10.9% retum on equity,
citing systemwide reliability improvements and cost increases for fuel, transportation, and cther materials. The
. company also filed for approval to implement a fuel adjustment clause which was permitted by legislation passed
- in Missouri in 2005. Union Etectric is one of the relatively few utilities in the country without a fuel and purchased
= . power cost recovery mechanism which, although legislatively approved, was denied by the Missouri Public Service
.~ “Commission (MPSC) during the company's last rate case. Any rate adjustment or fuel adjustment clause will not
‘. be in place until mid-2009, ensuring that significant regulatory tag in the recovery of costs will continue at least
through 2008.

- Lingering political and regulatory uncertainty in lllinois, a state that narrowly avoided subjecting ils investor owned
utilities to a rate freeze in 2007

Ameren's rating reflects the stability provided by an August 28, 2007 settlement agreement on electric rates in
Hlinois as well as lingering uncertainty regarding the ongoing impact that the protracted electric rate controversy
may have on future dislribution rate cases and on the execution and success of new power procurement policles
and procedures to be implemented in that state. The positive outlooks on the ratings of Ameren's illinois utility
subsidiaries reflect both the stabilized pofifical and regulatory environment and the potential that the outcome of
the currently pending rate distribution rate cases will reduce regulatory lag. Going forward, Ameren expects fo file
more frequent rate cases in both Missouri and Hlinois in order o keep the aggregate size of each rate case
comparatively small. Pending delivery service rate cases in lllinois are nearing completion, and the illinois
Commerce Commission staff has recommended against rate adjustment mechanisms for bad debt expense and
new capital investments which, if agreed to the ICC itself, will contribute to continued regulatory lag in that state.

- Execution risk with regard to the implementation of the new power procurement procedures being put in place in
" llinois

The comprehensive 2007 settlement regarding electric rates in lllinois provided for a request-for-proposal process
 whereby the lllinois utilities have conlracted for their 2008 baseload, intermediate, and peaking requirements,
~ subject to lllinois Commerce Commission review and approval. Beginning in 2009, power procurement will be
accomplished through a competitive requests-for-proposal process overseen by a newly created state agency, the
‘inois Power Agency. As a result, there will continue to be uncertainty regarding power procurement policies and
procedures in the state at least until the first state run request-for-proposal process is compleled and executed by
- the litinois Power Agency. Although the setflement provided the foundation for a potentially improving political and
. regulatory environment for electric utilities in lllinois, in Moody's opinion, the risk of further political intervention in
the regulatory process remains until the new power procurement procedures are successfully implemented.

- Liquidity
Ameren maintains an adequate liquidity profile and a Prime-3 short-term rating for commercial paper, which was
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lowered from Prime-2 on August 13, 2008. Although cash flow from the operating companies has historically been
strong and stable, it has not been sufficient to cover capital expenditures, dividends, acquisitions, and pension
contributions in recent years. This has caused Ameren to rely to some degree on extemnal financing sources,
including equity issuances, to fund a portion of these expenditures. Ameren’s capital expenditures have exhibited a
rising trend in recent years, increasing from $796 million in 2004 to $1.4 billion in 2007. The company expacis
capitai expenditures to total $2.2 billion in 2008 and range from $6.4 billion to $8.4 billion for the four year period
covering 2009 through 2012. As of June 30, 2008, Ameren had $205 million of cash and cash equivalents on hand
and a manageable $285 million of long-term debt coming due throughout its system within the following four

guarters.

Ameren funds its short-term financing needs with commercial paper and borrowings under committed credit
facilities, and had a high $1.45 billion of short-term debt outstanding (on a consolidated basis) as of June 30, 2008,
with short-term debt levels having been elevated for much of the last year compared to the much lower $612
miltion guistanding at December 31, 2006. These higher shor-term debt levels can be attributed to the lllinois
subsidiaries being more heavily drawn on their bank facilitles and delays in terming out debt due to difficult credit
market conditions and other factors. In June 2008, Ameren entered into a $300 million fully drawn bank term loan
agreement due June 24, 2009, which was for the most part used to repay outstandings under its revolving credit

. agreement. Ameren operates two money pools (& utility money pool and a non-regulated subsidiary money pool)
amaong ils various subsidiaries to more efficiently provide for short-term cash and working capitat requirements

" throughout the organization.

In July 2008, Ameren amended its $1.15 billion multi-borrower credit facility supporting its commercial paper
programs. As of June 30, 2008, there was $708 million available under the facility. The amended facility expires on

_ July 14, 2010 with respect to Ameren, although Union Eiectric and AmerenGenco's accass to their respeactive sub-

- limits under the facility ($500 million and $150 million, respectively) have 364-day terms with current expiration
dates of July 9, 2008, However, since neither of these borrowing sub-limits have term loan opfions associated with
them, the annual renewal option subjects them to annual refinancing risk. Both subsidiaries, however, have access
to Ameren's money pool, mitigating this risk to some degree. AmerenCIPS, CILCORP, AmerenCILCO, and
AmerenlP can no longer borrow under this facility, as Ameren put in place separate credit facilities for these
entities.

Under the terms of the amended agreement, Ameren, Union Electric, and AmerenGenco must each maintain a
total debt to capitalization ratio no greater than 65%. As of June 30, 2008, all three companies were in compliance
3+ -with this covenant, The ratio of totat indebtedness to total capitalization (calculated in accordance with the
.~ - agreement) for Ameren, Union Electric, and Ameren Energy Generating was 55%, 49%, and 51%, respectively, at
- June 30, 2008.

. AmerenCiPS, AmerenCILCO, AmerenlP, CILCORP, and AmerenEnergy Resources Generating Company (AERG)
“maintain two $500 million multiyear, senior secured credit facilities that expire in January 2010. Borrowings under
these facilities are several and not joint, and are not guaranteed by Ameren or any other Ameren subsidiary. The
facilities do not contain cross-default provisions and an event of default under these facilities does not constitute an
event of default under Ameren's $1.15 billion facility. AmerenCIPS, CILCORP, AmerenCILCO, AmerenlP, and
AERG have aggregate sub-limits of $135 million, $475 million, $150 million, $350 million, and $300 million under
the two facilities, respectively. As of June 30, 2008, these facilities were relatively heavily drawn, with only $250
million of the: $1 billion available. Under the terms of these agreements, AmerenCIPS, CILCORP, AmerenCILCO,
AmerenlP, and AERG must also maintain a ratio of total debt to capitalization of no greater than 65%. At June 30,
2008, the ratio for CIPS, CILCORP, CILCO, IP and AERG was 49%, 58%, 44%, 49%, and 43%, respectively.
While overall liquidity for the consolidated Ameren group of companies is deemed adequate, given the limited
. amount of excess avaflability at the lllincis utilities, there is relatively little cushion to absorb any materal
_ unanticipated operaling cash shortfalls or other liquidity needs.

Rating Outlook

The stable rating outlook reflects consofidated financial metrics that are expected to remain strong for the Baa3
rating category, the stabilized political and regulatory environment in lllincis, and Mocdy's expectation that rate
recovery in both [llinois and Missouri will be adequate to maintain its utility ratings and credit qualily at least at
current levels.

What Could Change the Rating - Up

The rating could be upgraded if there is a significant improvement in the political and regulatory environment for
electric utilities in lllincis and Missouri, including the implementation of rate adjustment mechanisms; if operating
costs and capital environmental requirements begin to moderate from currently high levels; if one or more of its
majer subsidiaries is upgraded; or if there is an improvement in consolidated cash flow coverage ratios, including
cash flow from operaifons before working capital adjustments plus interest to interest above 4.5x% or cash flow from
operations before working capital adjustments to debt above 20% on a sustainable basis.

| What Could Change the Rating - Down
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Ameren's rafing could be lowered If there are material increases in operating costs andfor capital expenditure

requirements; adverse regulatory developments in either of its jurisdictions, including unsupportive outcomes of

pending rate cases; if the company issues a significant amount of debt at the parent company level; if any of its

major subsidiaries is downgraded; or if there is a continued decline in consolidated cash flow coverage ratios,

including cash flow from operations before working capltal adjustments plus interest to interest below 3.5x or cash

low from operations before working capital adjusiments to debt falling below 15% for an extended period.

Rating Factors

Ameren Corporation

Select Key Ratios for Giobal Regulated Eilectric

Utilities
‘|Rating ' Aa | Aa A A Baa [Baa| Ba | Ba
lLeve! of Business Risk Medium| Low [Medium| Low |Medium| Low |Medium| Low
CFO pre-WIC to Interest (x) [1) 6  >5 3560 5;9, 27-50 240 <25 <2
_{CFO pre-W/C to Debt (%) [1] ' >30 »22 22-30 1222 1325 513 <13 <5
CFQ pre-W/C - Dividends to Debt (%) [1] >25 =20 1325 620 820 310 <10 <3
Total Debt to Book Capitalization (3%) <40 <60 40-60 50-70 50-70 60-75 >80 >70

[1] CFO pre-WiC, which is also referred to as FFO in the Global Regulated Electric Utilities Rating Methodology, is
equal to net cash flow from operations less net changes in working capital items

‘CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (MIS) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE

©  SEGURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS

~ .. CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS

. IN THE EVENT OF DEFAULT, CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT

- NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE

. NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE

INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MiS ISSUES ITS CREDIT RATINGS

" - WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,

- OR SALE.

© Copyright 2009, Moody's Investors Service, Inc. andfor its licensors including Moody's Assurance Company, Inc.
(together, "MOODY'S™), All rights reserved.

ALL INFORMATION COMTAINED HEREIN JS PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH INFORMATION MAY BE
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consteued sofely as, statements of epinlon and not staternenis of fact or recommendations to purchase, self or hoid any
securities, NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETEMESS, MERCHANTABELITY CR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCK RATING OR OTHER OPINION OR INFORMATIOM IS GIVEN OR MADE BY
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MOODY'S bereby disclases that most issuers of debt securities {incluging corporste angd munigipal bonds, debentures, notes and
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address the independance of MIS's ratings and rating pracesses. Information regarding certein affifations that may axist
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betwaen directérs of MC( and rated entities, and between entittes who hold ratings from MIS and have also publicly reported to

the SEC an ownership interest I MCO of mere than 5%, is posted annuaily on Moody's website at www.moodys.com under the
heading “Shareholder Relstions - Corporate Governante - Dlrector and Shareholder Affiiation Policy.”
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Ratings
Category Moody's Rating
QOutlook Stable
" Issuer Rating Ba1
_First Mortgage Bonds Baa3
Senior Secured Baal
Senior Unsecured Sheif (P)Ba1l
Preferred Stock Ba3
Parent: Ameren Corporation
Outlook Stable
Issuer Rating Baa3
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Preferred Shelf (P)Ba2
Commercial Paper P-3
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Save as PDF %

33

LTM 9/30/08 2007 2006 2005

{CFQ Pre-W/C + Interest) / Interest Expense 27x 25x 3.7x 3.6x
(CFO Pre-W/C} f Debt 10% 10% 17% 17%
(CFC Pre-W/C - Dividends) / Debt 3% 3% 8% 10%
(CFO Pre-WIC - Dividends) / Capex 2% -27% 55% 79%
Debt / Book Capitalization 4% 4% 42% 39%
EBITA Margin % 4% 7% 9% 11%

1] All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using

Moody's standard adjustments.

. Note. For definitions of Moody's most common ratio terms please see the accompanying User's Guide.

Opinion

Rating Drivers

-« Limited financial flexibility due to the expiration of its bank facilities In less than 12 months

- Some lingering political and regulatory uncertainty in |llinois
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- Execution risk in the implamentation of new power procurement procedures in lllinois

- Coverage metrics that have been at or below Moody's Investment grade parameters in both 2007 and 2008

Corporate Profile

Central Hiinols Public Service Company (CIPS; Ba1 Issuer Rating, stable outlook} is & regulated electric and
natural gas transmission and distribution utifity in Hliinois. CIPS is a wholly-owned subsidiary of Ameren Corporation
{Ameren; Baa3 Issuer Rating, stable oullook).

Recent Events

On September 24, 2008, the lllinois Commerce Commission (ICC) approved a rate order authorizing a $22 million
electric delivery service rate increase and an $8 million gas delivery service rate increase basaed on a 10.65%
return on equity for electric delivery service and a 10.68% return on equity for natural gas delivery service. The rate
order compares to a revised CiPS rate request for a2 $26 million increase in electric delivery service rales and a
$10 million increase in gas delivery service rates.

SUMMARY RATING RATIONALE

CIPS' Ba1l Issuer Rating reflects a reasonably supportive rate order in its most recent efectric and gas delivery

service rate case, the negotiated 2007 rate settlement in lllincis that averted a rate freeze, and a stabilized political

and regulatory environment in the state, Offsetting these positive developments is the utility’s fimited financial

flexibility resulting from the expiration of its bank credit facility in January 2010; higher operaling costs; below

investment grade coverage metrics exhibited by the utility in 2007 and 2008; the potential for continued regulatory

‘lag in the recovery of rising operating and other costs; and execution risk inherent in the implementation of power
. procurement procedures by the newly created lllinois Fower Agency.

DETAILED RATING CONSIDERATIONS

- Some lingering political and regulatory uncertainty in a state that narrowly avoided subjecting its investor owned
- electric utilities to a rate freeze in 2007, although CIPS received a reascnably supporlive rate case outcome in its
" -most recent delivery service rate case in September 2008

CIPS' raling reflects the stability provided by a 2007 settlement agreement on eleclric rates in lllinois as well as
lingering uncertainty regarding the ongoing effect that the protracted electric rate controversy may have on future

*. rale cases and on the execution and success of new power procurement procedures in the state. Although
Moody's views the ICC's Seplember 2008 rate case decision as reasonably supportive, CIPS has indicated that it
expects to file for rate relief more frequently in lllinois because of rising costs and rate base investments, which
could be challenging in a recessionary environment. The ICC also rejected cost racovery mechanisms for bad debt
expense and electric infrastructure investments, riders that Moody's would have viewed as credit suppoitive,

- Execution risk in the implementation of new power procurement procedures in illinois

~ Beginning this year, power procurement will be accomplished through a competitive requests-for-proposal (RFP)

process overseen by a newly created state agency, the Wlinois Power Agency (IPA). As a result, there will continue
to be uncertainty regarding power procurement policies and procedures in the state al least until the first state run
RFP process is compieted. The IPA expects to complete its first power procurement RFP early this year for
approximately one third of |Hinois' generation reguirements. [n addition to execulion risk in creating and

- implementing these new procedures, the IPA runs the risk of generating additionat political controversy if the
process does not go well or leads to large rate increases. This is somewhal mitigated by the staggered nature of
the first RFP in that it only addresses one third of overall power requirements. The other two-thirds of power
requirements will continue to be met by previous auction contracts in place until they rell off over the next two
years, at which point the IPA will procure all of the power requiremants of the state.

- Coverage metrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

CIPS' financial coverage metrics decreased considerably in 2007 and during the first nine manths of 2008 from
previous years to levels that are at or below investment grade parameters, using guidelines outlined in Moody's
rating methodology for global regulated electric utilities. This includes CFO pre-working capital interest coverage of
2.5 times and CFO pre-working capital to debt of 10% in 2007 and 2.7 times and 10%, respectively, for the twelve-
months ending September 30, 2008. The company has been negatively affected by increased operating costs,
higher spending for transmission and distribution system reliability, low returns, and regulatory lag. There were
also changes in rate design aimed al mitigating high winter heating bills that have pressured financials for the first
part of 2008. This should largely reverse itseif by the end of the year.

http.//www.moodys.com/moodys/cust/research/MDCdocs/03/2002500000439426 .asp?doc_id=2... 05/26/2009




Central Illinois Public Service Company
Liquidity Profile

CIPS liguidity profite is currently adequate, although it maintains very limited financial flexibility due primarily to the
expiration of its bank credit facilities in less than 12 months. Although Moody's expects that all or a portion of these
bank credit facilities will be renewed at some point during 2009, constrained bank and credit market conditions
make the timing, structure, pricing, and size of the renewed facilities more uncertain. As of September 30, 2008,
CIPS had $96 million of shori-term debt autstanding, consisting of draws under one of its bank revolving credit
facilities, and $15 million of current maturities of long-term debt. CIPS itsalf has somewhat more short-term debt
availability under its revoiver limits than Ameren's other lllinois ufilities, which Is important considering that CIPS is
highly constrained in ils ability to issue first mortgage bonds and preferred stock due to insufficient earnings
coverage ratios, with only $38 million of first mortgage bond capacity available from retired bond capacity as of
September 30, 2008.

CIPS, Central Iltincis Light Company (CILCO), CILCORP Inc., lllinois Power {IP), and AmerenEnergy Resources
Generating Company (AERG) collectively maintain two $500 million multiyear, senior secured credit facilities
expiring on January 14, 2010, Borrowings under these facilities are several and not joint, and are not guaranteed
by Ameren cor any other Ameren subsidiary. The facliities do not contain cross-default provisions and an event of
default under these facilities does not constitute an event of default under Ameren's $1.15 billion facility. CIPS,
CILCC, and IP also participate in a utility money pool arrangement with the parent company, giving them access to

. additional funds if necessary, although Moody's does not believe that the parent company credit facility by itself is

. of sufficient size to provide liquidity to the entire Ameren organization. The llinois utilities will have to renew all or a

large portion of their bank facilities or consider alternative sources of short-term financing in order to maintain
adequate liquidity going forward. In addition, the Ameren parent cnmpany credit facility expires in less than 18
manths on July 14, 2010,

CIPS, CILCORP, CILCO, IP, and AERG have aggregate sub-limils of $135 million, $175 million, $150 million, $350
million, and $300 million under the facilities, respectively. Under the terms of the amended agreement, CIPS,
CILCORP, CILCO, 1P, and AERG must also maintain a ratio of total debt to capitalization of no greater than 65%.
At September 30, 2008, the ratios for CIPS, CILCORP, CILCO, IP and AERG were 52%, 60%, 48%, 51%, and
44%, respectively.

Rating Qutlook

- The stable outlook reflects the more constructive politicat and regulatory environment for ufilities in lllinois following
the August 2007 electric rate settlement, and a reasonably supportive outcome of its most recent delivery service
rate case. It also assumes that the newly created lllincis Power Agency will execute an efficient and orderly power
procurement process for 2009 and going forward that will continue to reduce both political and regulatory risk in the

- state. The stable outlook is also based on our gxpectation that CIPS will successfully renew all or most of its bank

_facilities at some point during 2009.

What Could Change the Rating - Up

CIPS' ratings could be raised if the company enters into adequate liquidity arrangements; if the Illinois Power
Agency successfully executes power procurement procedures that continues to reduce political and regulatory risk
in the state; if future distribution rate cases provided sufficient rate refief; if financial metrics refum to levels
expected for an investment grade rating, including CFO pre-working capital interest coverage of at least 2.7x and
CFO pre-working capital to debt of at least 13% on a suslainable basis.

What Could Change the Rating - Down

CIPS’ ratings could be lowered if the company does not enter inte adequate liquidity arrangements well in advance
of their current bank facility expiration dates in January 2010, if there is additional political intervention in the
regulatory process; if future distribution rate cases do not provide sufficient rate relief; or if rising operating costs or
other factors put additional pressure on financial metrics such that they fall further below investment grade
parameters, including CFO pre-working capital interest coverage below 2.7x and CFO pre-working capital to debt
below 13%.

Rating Factors

Central illinois Public Service Company

~ Select Key Ratios for Global Regulated Electric

Utilities
Rating Aa Aa A A Baa | Baa Ba Ba
Level of Business Risk Medium} Low [Medium| Low {Medium| Low |Medium| Low
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CFO pra-WIC to Interest {x) [1] > =5 3560 30 2750 240 <25 <2
5.7 '

. |[CFO pre-WIC to Debt (%) [1] >30 »22 2230 12-22 13-25 5143 <13 <5

CFO pre-W/C - Dividends o Debt (%) [1] »25 »20 1325 920 8-20 310 <10 <3

Total Debt to Book Capitalization (%) <40 <50 40-60 50-70 50-70 60-75 >60  >70

[1] CFO pre-W/C, which is also referred to as FFO in the Global Regulated Electric Utilities Rating Methodology, is
~ equal to net cash flow from operations less net changes in working capital items

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (MIS) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET iTS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
‘AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,

" OR SALE.
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" Category
Quitlook
Issuer Rating
-Senior Secured
Senior Unsecured Shelf
Prefarred Stock
Uit Parent: Ameren Corporation
‘Qutlook
Issuer Rating
Senior Unsecured Shelf
Subordinate Shelf
Preferred Shelf
Commercial Paper
_Parent; CIL.CORP Inc.
Cutlook
Corporate Family Rating

Contacts
Analyst
- Michael G. Haggarty/New York
William L. Hess/New York
Key Indicators

1l
Central Hlinois Light Company

(CFO Pre-WIC + Interest) / Interest Expense

~ {CFO Pre-W/C) / Debt
(CFO Pre-W/C - Dividends} f Deht
(CFQO Pre-W/C - Dividends) f Capex
Debt / Book Capitalization
EBITA Margin %

Moody's Rating

Stable

Ba1

Baa2/L GD2
(P)Ba1
BalAd.GD4

Stable
Baa3
(P)Baa3
{P1Ba1
(PMBaz
P-3

Stable
Ba1

Phone
212.553.7172
212.553.3837

LTM 9/30/08

7.5x
37%
36%
63%
7%
14%

Save as PDF

2007
5.7x
26%
26%
89%
43%
15%

2008
7.2x
2%
18%
69%
40%
1%

[1] All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using

" Moody's standard adjustments.

Note: For definitions of Moody's most common rafio terms please see the accompanying User's Guide.

o Opinion

Rating Drivers

- Limited financia! flexibility due to the expiration of its bank facilities in less than 12 months
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- Some lingering political and regulatory uncertainty in illincis
- Execution risk in the implementation of new power procurement procedures in illinois
- Significant environmental capital expenditures at its generation subsidiary

Corporate Profile

Central lllincis Light Company d/b/a AmerenCILCO (CILCO; Ba1 Issuer Rating, stable outiook), a subsidiary of
Ameren's intermediate holding company CILCORP, Inc. (Ba2 senior unsecured, stable outlook), is a regulated
electric and natural gas transmission and distribution utllity with a service territory in southern lllinols. It also
includes the unregulated generation subsidiary AmerenEnergy Resources Generating Company (AERG), which is
unrated. CILCORP is a wholly-owned subsidiary of Ameren Corporation (Ameren; Baa3 Issuer Rating, stable

- ouflook).
Recent Events

In December 2008, CILCO issued $150 million of 5-year senior securad notes at a rate of 8.875%, the proceeds of
which were used to pay off short-term debt, including draws under Ameren's |liinois utility bank credit facility.

On September 24, 2008, the Hlinois Commerce Commission (ICC) approved a rale order authorizing a $3 million

- electiic delivery service rale decrease and a $9 million gas delivery service rate decrease, based on a 10.65%
return on equity for electric delivery service and a 10.68% return on equity for natural gas delivery service. This
rate order compares to a revised C|LCO rate request of a $3 million increase in electric delivery service rates and
a $7 million decrease in gas delivery service rates.

In September 3, 2008, Ameren announced a tender offer for approximately $334 million of bonds outstanding at

CILCORP, Inc., which the company intends to finance at the parent company level. Consents from over 99% of
bondholders were received in September, although the tender offer has been extended several times since then
and all of the debt remains outstanding at CILCORP.

SUMMARY RATING RATIONALE

CIL.CU's Bat issuer Rating reflects a reasonable vate order in its most recent electric and gas delivery service rate
-case, the negotiated 2007 rate settlement in lilincis that averted a rate freeze, a stabilized political and regulatory
environment in the state, and consistenily strong standalone financial metrics. Offsetting these positive credit
characteristics are high short-term debt levels and limited financial flexibility due to the near-term expiration of the
company’s revolving credit facility on January 14, 2010. The company also faces increased operating costs; high
environmental capital expenditures at its AERG unregulated generating subsidiary; the potential for continued

. regulatory lag with regard to the recovery of costs; and execution risk inherent in the implementation of new power

. procurement procedures by the newly created lliinois Power Agency.

DETAILED RATING CONSIDERATIONS

- Strong standalone financial mefrics for its rating category are offset by significant debt at its intermediate parent
company CILCORP and limited financial flexibility

CILCO's financial metrics are very strong for its rating, using guidelines outlined in Moody's rating methodology for
global regulated electric utilities. This includes CFO pre-working interest coverage of 5.7 times and CFO pre-
_ working capital to debt of 26% in 2007 and 7.5 times and 37%, respectively, for the twelve months ending
September 30, 2008. CILCO's rating is constrained by the relatively high level of debt at CILCORP, which exhibits
. significantly lower financial metrics on a consclidated basis than its utility subsidiary. These mefrics include CFD
. pre-working capital interest coverage of 2.8 times and CFO pre-working capital fo debt of 11% in 2007 and 3.5
times and 13%, respectively, for the twelve-months ending September 30, 2008. CILCO's metrics are also likely to
be pressured by an anticipated increase in environmental capital expenditures at its subsidiary AERG, discussed
“befow. This has resulted in particularly high short-term debt levels, constraining the financial flexibility of both
CILCO and CILCORP as they approach the expiration of their bank credit facility in January 2010 (discussed in
more detall under the Liguidity section below).

" - Some lingering political and regulatory uncertainty in a stale that narrowly avoided subjecting its investor owned
utilities to a rate freeze in 2007, aithough CILCO received a refatively reasonable rate case outcome in September
2008

CILCO's ratings reflect the stability provided by a 2007 settlement agreement on electric rates in tHinois as well as
lingering uncertainty regarding the ongoing impact that the protracted electric rate controversy may have on future
rate cases and on the execution and success of new power procurement policies and procedures in the state.
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Although Moody's views the ICC's September 2008 rate case decision as reasonable, Ameren has indicated that it
expects to file for rate relief more frequently in lllinois because of rising costs and rate base investments, which
could be challenging in a recessionary environment. The ICC also rejecled cost recovery mechanisms for bad debt
expenses and electric infrastructure investments, riders that Moody's would have viewed as credit supportive.

- Execution risk in the implementation of new power procurement procedures in lllinois

Beginning this year, power procurement will be accomplished through a competitive requests-for-propasal (RFF)
process overseen by a newly created state agency, the llinois Power Agency (IPA). As a result, there will continue
to be uncertainty regarding power procurement policies and procedures in the state at least until the first state run
RFP process is completed. The IPA expects to complete its first power procurement RFP early this year for
approximately one third of lllincis' generation requirements. In addition to execution risk in creating and
implementing these new procedures, the IPA runs the risk of generating additional political controversy if the
process does not go well or leads to large rate increases. This is somewhat mitigated by the staggered nature of
the first RFP in that it only addresses one third of overall power requirements. The other two-thirds of power
requirements will continue to he met by previous auction contracts in place until they roll off over the next two
years, at which point the IPA will procure all of the power requirements of the state.

- Significant environmental capital expenditures at AERG

CILCQ is unique among Ameren's three Hlinois utilities in that it owns AERG, with 1,200 MW of unregulated
generation, consisting of CILCQO's former generating assets. AERG has significant capital expenditure
requirements necessary to bring it info compliance with current environmental standards. CILCCO's overall capital
expenditures more than doubled in 2007 to $254 million from $119 million in 2006 and were a high $223 million for
the first nine months of 2008, for the most part due to AERG. Of the $725 to $870 millicn in capital expenditures
forecasted over the next five years, approximately 85%, or $620 to $760 million, is for environmental compliance.

" Since AERG Is unregulated, these costs cannot be recovered by CILCO through rates, but rather recovery will be
dependent upon AERG's contracted rates and market prices on spot sales. Ameren has announced capital

. expenditure reductions and deferrals for 2008 since these capitat expenditure projections were provided in their
SEC filings.

- Liquidity Profife

CILCO's liguidily profile is currently adequate, although it maintains very limited financial flexibility due primarily to

- the expiration of its bank credit facilities in less than 12 months and high levels of shori-term debt outstanding at
‘both AERG and CILCORP. Although Moody's expects that at least a portion of these bank credit facilities will be
renewed al some point during 2009, constrained bank and credit market conditions make the timing, structure,
pricing, and size of the renewed facilities more uncertain. As of September 30, 2008, CILCO had $305 million of

.. short-term debt outstanding, of which $155 million was at AERG, with an additional $127 million at the intermediate

holding company GILCORP. in addition, CILCO had $171 million outstanding from the Ameren money pool at
-September 30, increasing aggregate shori-term debt levels considerably. In December 2008, however, CILCO
issued $150 million of long-term senior secured notes, all of which was used to reduce short-lerm debt at CILCO,
although none of the proceeds were used to reduce short-term debt at AERG. Ameren may complete additional
long-term debt financings at its subsidiaries before their bank facilities come due fo lower the level of short-term
debt outstanding. ’

CILCO, CILCORP, Central lllincis Public Service Company {CIPS), Jllinois Power (IP), and AERG collectively
maintain two $500 million multiyear, senior secured credit facilities expiring on January 14, 2010. Borrowings under
~ these facilities are several and not joint, and are hot guaranteed by Ameren or any other Ameren subsidiary. The

- facilities do not contain cross-default provisions with Ameren and an event of default under these facilities does not
constitute an event of default under Ameren's separate $1.15 billion parent company credit facility. CILCO, CIPS,
and IP also participate in a utility money pool agreement with the parent company, giving them access to additional

_ funds if necessary, although Moody's does not believe that the parent company credit facility by itself is of sufficient
size to provide liquidity to the entire Ameren organization. The Yiinois utifities will have to renew all or a large
portion of their bank facilities or consider alternative sources of short-term financing in order to maintain adequate
liquidity going forward. In addition, the Ameren parent company credit facility expires in less than 18 months on
July 14, 2010.

CIPS, CILCORP, CILCO, IP, and AERG have aggregate sub-limits of $135 million, $175 million, $150 million, $350
million, and $300 miltion under the facilities, respectively and CILCO had no of cash or cash equivalents on hand
‘al September 30, 2008. Under the terms of the credit agreements, CIPS, CILCORP, CILCQ, IP, and AERG must

- also maintain a ratio of total debt to capitalization of no greater than 65%. At September 30, 2008, the ratios for
CIPS, CILCORP, CILCO, IP and AERG were 52%, 60%, 48%, 51%, and 44%, respectively. In addition, covenants
under the bank facilities limit CILCORP dividend paymenis to Ameren at $10 million as long as CILCORP is rated

- below investment grade, restricting Ameren's access to dividends from CILCO and AERG.

Rating Qutiock
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The stable outlook on the ratings of CILCO and CILCORP reflects the more constructive political and regulatory
environment for utilities in lllinois following the August 2007 electric rate setlement, and a reasonable outcome of
its most recent delivery service rate case. It also assumes that the newly created lllinois Power Agency will
execute an efficient and orderly power pracurement process for 2009 and going forward that will continue to
reduce hoth political and regulatory risk in the state. The stable outlook is also based on our expectation that
CILCO will successfully renew all or most of its bank facilities at some point during 2008,

What Could Change the Rating - Up

The ratings of CILCO and CILCORP could be raised if the companies enter inte adequate liquidity arrangements to
replace expiring bank credit facilities; if Ameren is successful in its pending tender offer for CILGORP debt, which
will change the capital structure of the CILCORP corporate family considerably; if the Hlinois Power Agency

. successfully executes power procurement procedures that continues 1o reduce regulatory and political risk in the

" state; and if future distribution rate cases provide sufficient rate relief.

What Could Change the Rating - Down

‘The ratings of CILCO and CILCORP could be lowered if the company does not enter into adequate liquidity
 arrangements well in advance of their current bank facility expiration dates in January 2010; if there is additional
political intervention in the regulatory process; or if future distribution rate cases do not provide sufficient rate relief.

Rating Factars

Central [llinois Light Company

Select Key Ratios for Global Regulated Electric

Utilities
Rating Aa Aa A A Baa | Baa Ba Ba
Level of Business Risk Medium| Low [Medium| Low [Medium Lom;- Medium{ Low
CFO pre-W/C to Interest (x) [1] >6  »5 3.56.0 107 2.7-50 240 <25 <2
CFQO pre-W/C to Debt (%) [1] >30 =22 22-30 12-22 13-25 5-13 <13 <5
CFQ pre-WiC - Dividends to Debt (%} [1] >25 =20 1325 920 820 310 <10 <3
_ |{Total Debt o Book Capitalization (%) <40 <50 40-60 50-70 50-70 60-78 =60 =70

- [1] CFO pre-W/C, which is also referred ta as FFO in the Giobal Regulated Electric Utilities Rating Methodology, is
aqual to net cash flow from operations less net changes in working capital items

CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S (MIS) CURRENT OFINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS
CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT
NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE

" NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE

-SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,
OR SALE.

© Copyright 2009, Moody's Investors Service, Inc. and/for its licensors including Moody's Assurance Company, Inc. -
(together, "MOODY'S™). All rights reserved.

ALL INFORMATION CONTAINED HEREIN 1S PROTECTED BY COPYRIGHT LAW AND NONE OF SUCH [NFORMATION MAY BE
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED (R RESOLD, OR STORED FOR SUBSEQRIENT USE FOR ANY SUCH PURPOSE, IN WHOLE QR IN PART, IN ANY
FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All
information contained nerein is obtained by MOOOY'S from sources believed by it 1o be accurate and reliable. Because of the
possibility of human or machanical error as well as other lactors, however, such information i3 provided "as is" without warranty
6f any kind and MOGDY'S, in particuiar, makes no representation br warranty, express of implied, as to the accuracy, timeliness,
corpietenass, merchantability or fikness for any particular purpose of any such infarmation. Under no circemstances shalt
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ralgting Lo, any error (negigent or othereise) or other circumstance or contingency within or outside the control of MDOCY'S or
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any of its directors, officers, employees or agents in connection with the procurement, collection, compligtion, analysls,
interpretation, communication, publication or delivary of any such informaticn, or (b) any direct, indirect, special, consequential,
-compensatory or Incidental damages whatscever (inctuding without limitation, lost profits}, even if MOODY'S is advised in
achvance of the possibifity of such damages, rosulting from the use of or inabllity to use, any such information. The credit ratings
-and financial reporting analysis observations, if any, constituting part of the information contalned herein are, and must be
construed solely as, statements of opinlor and not statements of fact or recommendations to purchase, sell or hold any
securities. NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABELITY OR
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY
MOODY'S 1IN ANY FORM OR MANNER WHATSOEVER. Each raking or other op!nion must be welghed soiely as one factor in any
investment declsion made by or on behalf of any user of the Infgrmation contalned herein, and each such user must accordingly
make Its own study and evatuation of each security and of each issusr and guarantor of, and each provider of eredit support for,
each security that It may consider purchasing, holding or selling.

MOQDY'S hereby discloses that most issuers of debt securities (including corporete and municipal bonds, debentures, notes and
commerclal paper) and preferred stock rated by MOODY'S have, pHor ke assignment of any rating, agreed to pay to MOODY'S for
appraisal and rating services rendered by It fees ranging from $1,500 to spproximately $2,400,000. Moody's Corperation {(MCO)
and its wholly-owned credit rating agency subsldiary, Moody's Investors Service (MIS), alto maintain policles and procedures 1o

. address the independence of MIS’s ratings and rating processes. Information regarding certain affiliations that may exist

. between directors of MCO and rated entities, and between entities who hold ratings from MIS and have aiso publicly reported to

- the 3EC an ownershlp itterest in MCO of more than 5%, is posted annuaily on Moody's website at www.moodys.com under the
heaging "Sharehoider Relatlons - Corporate Governance - Diractor and Sharehalder Affliiation Policy.”
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lllinois Power Company

Decatur, iflinois, United States

‘Key Indicators

1
Hlincis Power Company

Ratings
Category Moody's Rating
Qutlook Stable
Issuer Rating Bal
First Mortgage Bonds Baa3
Senior Secured Baa3
- Senior Unsecured Shelf {P)Ba1
Preferred Stock Ba3
Parent: Ameren Corporation
Outlook ) Stable
. |ssuer Rating Baa3
Senior Unsecured Shelf {P)Baa3
Subordinate Shelf (P)Ba1
Preferred Shelf (P)Ba2
Commercial Paper P-3
Contacts
Analyst Phone
Michael G. Haggarty/New Yark 212.553.7172
William L. Hess/New York 212.5563.3837

LTM 9/30/08 2007 2006 2005

'(CFO Pre-W/C + interest) / Interest Expense 23x 27x 35x 46x
{CFO Pre-W/C} / Debt 9% 10% 13% 16%
(CFO Pre-W/C - Dividends) / Debt 2% 8% 13% 10%

"~ (CFOQ Pre-WIC - Dividends) / Capex 13% 44% 82% 86%
Debt / Book Capitalization 51% 49% 45% 50%
7% 8% 9% 13%

EBITA Margin %

[1] Alt ratios calculated in accordance with the Global Regulated Electric Ulilittes Rating Methodelogy using

Moody's standard adjustrments.

Note: For definitions of Moody's most commuan ratio terms please see the accompanying User's Guide.

Opinion

Rating Drivers

- - Limited financial flexibility due to the expiration of its bank facllities in less than 12 months

- Some lingering political and regulatory uncertainty in lllinois
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- Execution risk in the implementation of new power procurement procedures in Ilinois

- Coverage metrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

Corporate Profile

lllinois Power Company (IP; Bat Issuer Rafing, stable outlook) is a regulated electric and natural gas transmission
and distribution utility with a service territory in southern lllinois. IP is a wholly-owned subsidiary of Ameren
Corporation {Ameren; Baa3 lssuer Rating, stabte cutlook).

Recent Events

In October 2008, 1P issued $400 million of 10-year senior secured notes at a rate of 9.75% and a yield close to
10%, the proceeds of which were used to pay off short-term debt, including draws under Ameren's IHinois ulility
“hank facility.

On September 24, 2008, the lllinois Commerce Commission (ICC) appreved a rate order authorizing a $104 million
electric delivery service rate increase and a $40 million gas delivery service rate increase based on a 10.65%
refurn on equity for electric delivery service and a 10.68% return on equity with respect to natural gas delivery
service. The rate order compares to a revised |P request for a $127 million increase in electric delivery service
rates and a $10 million increase in gas delivery service rates.

SUMMARY RATING RATIONALE

IP's Ba1 Issuer Rating reflects a reasonably supportive rate order in its most recent electric and gas delivery
service rale case, the negotiated 2007 rate settlement in lllinois that averted a rate freeze, and a stabilized political
and regulatory envircnment in the state. Offsetting these positive developments are the utility's fimited financial
flexibility resulting from the expiration of its bank credit facility on January 14, 2010, the below investment grade
coverage metrics exhibited by the utility in 2007 and 2008; higher operating costs; the potential for continued
regulatory iag in the recovery of rising operating and other costs; and the execution risk inherent in the
implementation of new power procurement procedures by the newly created lllinois Power Agency.

* DETAILED RATING CONSIDERATIONS

.- Some lingering pofitical and regulatory uncertainty in a state that narrowly avoided subjecting its investor owned
utilities to a rate freeze in 2007, although | received a reasonably supportive rate case autcome in its most recent
delivery service rate case in September 2008

‘|IP's rating reflects the stability provided by a 2007 electric rate settlement in llinois as well as lingering unceriainty
regarding the ongoing effect that the protracted electric rate controversy may have on fuiure rate cases and on the
execution and success of new power procurement procedures in the state. Although Moody's views the ICC
September 2008 rate case decision as reasonably supportive, [P has indicated that it expects to file for rate relief
more frequently in lllinois going forward because of rising costs and rate base investments, which could be
challenging in a recessionary economic environment. The [CC also rejected cost recovery mechanisms for bad

- debt expense and electric infrastructure investments, riders that Moody's would have viewed as credit supportive,

- Execution risk in the implementation of new power procurement procedures in lllinois

Beginning this year, power procurement will be accomplished through a competitive requests-for-proposal (RFP)
process overseen by a newly created state agency, the Hlinois Power Agency (IPA). As a result, there will continue
to be uncertainty regarding power procurement policies and procedures in the state at least until the first state run

. RFP process is completed. The IPA expects to complete its first power procurement RFP early this year for
approximately one third of illinois’ generation requirements. In addition to execution risk in creating and
implementing these new procedures, the IPA runs the risk of generating additional political controversy if the
process does not go well or leads to large rate increases. This is somewhat mitigated by the slaggered nature of
the first RFP in that it only addresses one third of overall power requirements. The other two thirds of power
requirements will continue o be met by previous auctions contracts in place until they roll off in over the next two
years, at which point the iIPA will procure all of the power requirements of the state.

- Coverage metrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

IP's financial coverage metrics decreased considerably in 2007 and during the first nine months of 2008 from
previous years to levels that are at or below investment grade parameters, using guidelines outlined in Moody's
rating methodology for global regulated electric utilities. This includes CFO pre-working capital interest coverage of
2.7 times and CFO pre-working capital to debt of 10% in 2007 and 2.3 times and 9%, respectively, for the twelve-
months ending September 30, 2008, The company has been negatively affected by higher operating costs, higher
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spending for transmission and distribution systemn reliability, low returns, and regulatory lag. There were also
changes in rate design aimed at mitigating high winter heating bills that have pressured financials during the first
part of 2008. This should largely reverse ifself by the end of the year.

Liquidity Profile

IP's liquidity is currently adequate, aithough it maintains very limited financial flexibility due primarily to the

_ expiration of its bank credit facilities in iess than 12 months. Although Moady's expects that all or a portion of these
bank credit facilities will be renewed at some point during 2009, constrained bank and credit market conditions
make the timing, structure, pricing, and size of the renewed facilities more uncertain. As of September 30, 2008, IP
had a relatively high $304 million of short-term debt outstanding, consisting of draws under the credit facilities, In
October 2008, however, IP issued $400 million of long-term senior secured notes, all of which was used to reduce
short-term debt.

IP, Central iltinols Light Company (GILCQ), CILCORF Inc., Central lllingis Public Service Company (CIPS), and
AmerenEnergy Resources Generating Company (AERG) collectively maintain two $500 million multiyear, senior
secured credit facilities expiring on January 14, 2010. Borrowings under these facilities are several and not joint,
and are not guaranteed by Ameren or any other Ameren subsidiary, The faciiities do not contain cross-default
provisions and an event of default under these facilities does not constitute an event of default under Ameren's
separate $1.15 billion facility. IP, CIPS, and CILCQ also participate in a utility money pool arrangement with the
parent company, giving them access fo additional funds if necessary, although Moody's does not believe that the
parent company credit facility by itself if of sufficient size to provide liquidity to the entire Ameren organization. The
* lilingis utilities will at least have to renew all or a large portion of their bank facilities or consider alternative sources
of short-term financing in order to maintain adequate liquidity going forward. In addition, the Ameren parent
“company credit facility expires in less than 18 months on July 14, 2010.

- GIPS, CILCORP, GILCO, IP, and AERG have aggregate sub-limits of $135 million, $175 million, $150 million, $350
miltion, and $300 million under the facilities, respectively. Under the terms of the amended agreement, CIPS,
CILCORP, CILCO, IP, and AERG must also maintain a ratio of total debt to capitalization of no greater than 65%.
At September 30, 2008, the ratios far CIPS, CILCORP, CILCO, |P and AERG were 52%, 60%, 48%, 51%, and

44%, respectively.
Rating OuHook

The stable outiook reflects the more constructive political and regulatory environment for utilities in lllinols following
the August 2007 electric rate setflement, and a reasonably supportive outcome of its most recent delivery service
rate case, |t also assumes that the newly created llinois Power Agency will execute an efficient and orderly power
procurement process for 2009 and going forward that will continue to reduce both political and regulatory risk in the
state. The stable outlook is afso based on our expeciation that IP will successfully renew all or most of its bank
facilities at some point in 2008.

What Could Change the Rating - Up

. 1P's ratings could be raised if the company enters into adequate liquidity arrangements to replace its expiring bank
credit facilities; if the Rinois Power Agency successfully executes power procurement procedures that reduces
political and regulatory risk in the state; if future distiibution rate cases provide sufficient rate relief, if financial
‘metrics return to levels expected for an investment grade rating, including CFO pre-working capital interest
caverage of at least 2.7x and CFO pre-working capital to debt of at least 13% on a sustainable basis.

. What Could Change the Rating - Down

1P's ratings could be lowered if the company does not enter into adequate liquidity arrangements well in advance of
- their current bank credit facility expiration dates in January 2010; if there is additionat political intervention in the
. regulatory process in lllinois; if future distribution rate case outcomes do not provide sufficient rate relief, or if rising
operating costs or other factors put additional pressure on financial metrics such that they fall further below -
investment grade parameters, including CFO pre-working capital interest coverage below 2.7x and CFO pre-
. working capital to debt below 13%.

. Rating Factors

IHinois Power Company

* Select Key Ratios for Global Regulated Electric
Utilities
Rating | Aa [Aa| A | A | Baa |Baa| Ba | Ba|
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lllinois Power Company

Level of Business Risk |Medium| Low |Medium| Low lMediuml Low 'Medium| Low
CFO pre-W/C to Interast (x) [1] *6 >5 3580 30- 2750 240 <25 <2
: 5.7
{CFO pre-W/C to Debt (%) [1] =30 »22 22-30 1222 1325 513 <13 <§
. |CFO pre-WIC - Dividends to Debt (%) [1] =25 >20 1326 920 820 310 <10 <3
Total Debt to Book Capitalization {%) <40 <60 4060 50-70 50-70 60-75 =>60 >70

[1] CFO pre-W/C, which is also referred to as FFQ in the Global Regulated Electric Ulilities Rating Methodology, is
equal to net cash flow from operations less net changes in working capital items
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Ameren Corporation (Ameren, Baa3 Issuer Rating, stable outlook) is the holding company for regulated electric
and gas utility subsidiaries Union Eleclric Company (d/b/a Ameren UE), Cenirat Hlinois Public Service Company
{d/b/a AmerenCiPS), CILCORP Inc., Central llffinois Light Company {d/b/a AmerenCILCO), and illinois Power
Company (d/bfa AmerenlP), and unregulated subsidiaries AmerenEnergy Generating Company, Ameren Energy
Resources Generating Company, and AmerenEnergy Marketing Cornpany. Ameren serves 2.4 million electric
customers and nearly one million natural gas customers in a 64,000 square-mile area in Missouri and llinois.

Recent Developments

On August 13, 2008, Ameren's rating was lowered to Baa3 {Issuer Rating) from Baa2 as a result of declining
consolidated cash flow coverage metrics, higher capital expenditures, and regulatory lag in the recovery of higher
operating and investment costs. Ameren's short-term rating for commercial paper was also lowerad to Prime-3
from Prime-2, [n addition, the rating of subsidiary Amerenknergy Generating Company was lowered to Baa3
{senior unsecured) from Baa2 due to higher business and operating risks, increased capital spending for
environmental compliance, and anticipated higher debt issuances by this subsidiary going forward to finance these

capital expenditures,

On July 28, 2008, Union Electric, Ameren's largest utility subsidiary, submitted a combined Construction and
Operating License Application (COLA) to the Nuclear Regulatory Commission for a potential new nuclear power
plant adjacent to the company's existing single unit Callaway Nuclear Plant, No final decision has been made on
whether to proceed with the new plant.

On July 24, 2008, the newly created lllinois Power Agency {IPA) requested a three week extension from the llfinais
Commerce Commission (ICC) to prepare power procurement plans in Iliinois for the procurement year beginning
~June 1, 2009. The Agency now expects to complete the plans by September 3, 2008, instead of the legislatively

- mandated date of August 15, 2008.

On May 21, 2008, the ratings of Union Electric were lowered to Baa2 (Issuer Rating) from Baal as a resull of lower
cash flow coverage metrics; increased operating costs; large capital expenditures for environmental compliance
and transmission and distribution system investment; and higher debt tevels being incurred to finance these
Investments.

Rating Rationale

-Ameren's rating reflects consolidated credit metrics that have declined from historical levels; increased operating
costs being incurred throughout its system; higher capital expenditures at both its utifity and nonutility subsidiaries;
regulatory lag in obtaining timely cost recovery af its utiliies; relatively high dividend payout ratio; potential long-
term challenges posed by likely climate change legislation and possible new nuclear generatlon; and a stabilized
political and regulatory environment in lifinois resulting from an August 2007 electric rate settlement agreement.
Although there is still some uncertainty in Illinols regarding the treatment of future distribution rate cases and the
operation of the newly created lllinois Power Agency, last year's settlement greatly reduced the possibility of a rate
freeze being re-implemented in the state.

Ameren's rafing also reflects its position as a holding company and considers the structural subordination of its
rating to that of its operating subsidiaries, which maintain ratings of between Baa2 and Baft {senior unsecured). In
particular, the recent downgrade of two of its major subsidiaries, Union Electric and AmerenGenco, will decrease
the expected quality of cash flows upstreamed to the parent company. The rating reflects Ameren's diversification,
with four utilities operating in two states; a concentration of coal fired generation; and a generally challenging
regulatory environment in both of its jurisdictions plus no fuel, purchased power, or fuel adjustment clauses in

" place in Missouri.
" The key drivers of Ameren's ratings are as follows:

- Consolidated financial metrics that have been pressured by increasing cosls, large capitai spending needs, and
_ the company's high dividend payout ratio, although Moody's expects metrics to remain sufficient to maintain an
_investment grade rating

Ameren's consolidated financia! metrics, as measured by the key ratios outlined in Moody's rating methodology for
global regulated electric utilities, have exhibited declining trends over the last several years and are now more
appropriate for the Baa3 rating level for a utility holding company with subsidianies operating in below average
. regulatory environments. These ratios include interest coverage, as measured by CFO pre-working capital plus

interest to interest, of 4.2x in 2007 and 4.1x for the twelve months ending 6/30/08, decreasing from as high as 6.0x
in 2004, Similarly, Ameren's debt coverage ratio, as measured by cash flow from operations before working capital
adjustments to debt, was 18% in 2007 and 17% for the twelve months ending 6/30/08, again falling steadily from a
high of 24% in 2004.

Moody's expects Ameren's financial ratios fo continue to be pressured by ongoing cost pressures, high capital
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expenditure requirements at its regulated utiliies, and regulatory lag in the recovery of operating and capital
investment costs. Ameren currently has no long-term debt at the parent company, however, thers may be some
modest external financing needs at the parent going forward. In addition, the company has maintained a relatively
“high dividend payout ratio of nearly 90% in 2007 which, combined with high capital expenditures, has and is likely
to continue to resuilt in substantial negative free cash flow for the Ameren system overall.

-Ameren could benefit to some degree over the near term from higher cash flow generated from its unregulated
generaling subsidiaries since below market contracts with their illincis utility affiliates fully expired on December
31, 2007. However, these generation subsidiaries are predominantly coal fired and subject to substantial
enviranmental compliance costs, which is likely to further increase debt levels and constrain their financial metrics
over the longer term.

- Declining credit metrics, increasing costs, and higher capital expenditures at its utilities, most notably at its largest
utility subsidiary, Union Electric (Baa2 senior unsecured, stable outiook}, the largest source of dividends to the

parent company

Ameren's ratings reflect declining cash flow coverage ratios at Union Electric, a verically integrated utility
subsidiary operating in and around St. Louis. Like the parent company, the utility's ratio of cash flow pre-working
capital to debt has also fallen steadily over the last several years to 20% in 2008 from 31% in 2004 and it was 17%
for the twelve months ending June 30, 2008. Similarly, CFO pre-working capitat plus interest to interest has fallen
from above 6.0x in 2004 and 2005 to 4.5x in 2007 and 4.4x for the twelve months ending June 30, 2008. These
measures could fall further in coming years, although Moody's expects them to stabilize at or close to these levels,
with future trends largely dependent on the outcome of its pending rate cases and the cost recovery provisions

‘provided.

- A challenging regulatory environment in Missouri, with no fuel, purchased poWer, or environmental adjustment
clauses in place, and significant regulatory tag for cost recovery

On Aprit 4, 2008, Union Electric filed for a $251 million or 12.1% rate increase hased on a 10.9% return on equity,
- citing systemwide reliability improvements and cost increases for fuel, transportation, and other materials. The
. company also filed for approval to implement a fuel adjustment clause which was permitted by legislation passed
~. in Missouri in 2005. Union Electric is one of the relatively few utilities in the country without a fuel and purchased
= power cost recovery mechanism which, although legisiatively approved, was denied by the Missouri Public Service
- “Commission (MPSC} during the company's lasi rate case. Any rate adjustment or fuel adjustment clause will not
:. be in place until mid-2009, ensuring that significant regulatory lag in the recovery of casts will continue at least
through 2008,

- Lingering political and regulatory uncertainty in lllinois, a state that narrowly avoided subjecting its investor owned
utilities to a rate freeze in 2007

Ameren's rating reflects the stability provided by an August 28, 2007 settliement agreement on electric rates in
linois as well as lingering uncertainty regarding the ongoing impact that the protracted electric rate controversy
may have on future distribution rate cases and on the execution and success of new power procurement policies
and procedures io be implemented in that state, The positive outlooks on the ratings of Ameren's Illinois utility
subsidiaries reflect both the stabilized political and regulatory environment and the potential that the outcome of

. the currently pending rate distribution rate cases will reduce regulatory lag. Going forward, Ameren expects to file
more frequent rate cases in both Missouri and lllinois in order to keep the aggregate size of each rate case
comparatively small. Pending delivery service rate cases in Illinois are neasing completion, and the illinois
Commerce Commission staff has recommended against rate adjustment mechanisms for bad debt expense and
new capital investments which, if agreed to the |CC itsslf, will contribute to continued regulatory lag in that state.

- Execution risk with regard to the implementation of the new power procurement procedures being put in place in
" lllinois

The comprehensive 2007 settlement regarding electric rates in Illinois provided for a request-for-proposal process
whereby the lllincis utilities have contracted for their 2008 baseload, intermediate, and peaking requirements,
subject to lllinois Commerce Commission review and approval. Beginning in 2008, power procurement will be
accomplished through a competitive requests-for-proposal process overseen by a newly created state agency, the
‘Hlinois Power Agency. As a result, there will continue to be uncertainty regarding power procurement policies and
procedures in the state at least until the first state run request-for-proposal precess is completed and executed by
- the litinois Power Agency. Although the settlement provided the foundation for a potentially improving political and

. regulatory environment for electric utilities in Minois, in Moody's opinion, the risk of further political intervention in
the regulatory process remains until the new power procurement procedures are successfully implemented.

-Liquidity
Ameren maintains an adequate liquidity profile and a Prime-3 short-term rating for commercial paper, which was
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lowered from Prime-2 on August 13, 2008, Although cash flow from the operating companies has historicaily been
strong and stable, it has not been sufficient to cover capital expenditures, dividends, acguisitions, and pension
contributions in recent years. This has caused Ameren to rely to some degree on external financing sources,
including equity issuances, to fund & portion of these expenditures. Ameren's capital expenditures have exhibited a
rising frend in recent years, increasing from $796 million in 2004 te $1.4 billion in 2007. The company expects
capital expenditures to total $2.2 billion in 2008 and range from $6.4 hillion to $8.4 billion for the four year period
covering 2009 through 2012. As of June 30, 2008, Ameren had $205 million of cash and cash equivalents on hand
and a manageable $285 million of long-term debt coming due throughout its system within the following four

quarers.

Ameren funds its short-term financing needs with commercial paper and borrowings under committed credit
facilities, and had a high $1.45 billion of short-term debt outstanding {on a consolidated basis) as of June 30, 2008,
with short-term debt levels having been elevated for much of the last year compared to the much lower $612
million outstanding at December 31, 2006. These higher short-term debi levels can be attributed to the Hinois
subsidiaries being more heavily drawn on their bank facifities and delays in terming out debt due to difficult credit

~ market conditions and other factors. In June 2008, Ameren enteted into a $300 million fully drawn bank term loan
agreement due June 24, 2009, which was for the most part used to repay outstandings under its revolving credit
agreeiment. Ameren operates two money pools (a utility money pool and a non-regulated subsidiary money pool)
among its various subsidiaries to more sfficiently provide for short-term cash and working capital requirements

~ throughout the organization.

In July 2008, Ameren amended its $1.15 billion multi-borrower credit facility supporting its commercial paper
programs. As of June 30, 2008, there was $708 miilion avaitable under the facility. The amended facility expires on
July 14, 2010 with respect to Ameren, although Union Eleciric and AmerenGenco's access to their respective sub-
" limits under the facility ($500 million and $150 million, respectively) have 364-day terms with current expiration

dates of July 9, 2009, However, since neither of these borrowing sub-limits have term loan opfions associated with
them, the annual renewal option subjects them to annual refinancing risk. Both subsidiaries, however, have access
to Ameren's money pool, mitigating this risk to some degree. AmerenCIPS, CILCORP, AmerenCHLCO, and
AmerenlP can no longer borrow under this facility, as Ameren put in place separate credit facilities for these

entities.

Under the terms of the amended agreement, Ameren, Union Electric, and AmerenGenco must each maintain a
& total debt to capitalization ratio no greater than 65%. As of June 30, 2008, all three companies were in compliance
1 with this covenant. The ratio of total indebtedness to total capitalization (cafculated in accordance with the
. : agreement) for Ameren, Union Electric, and Ameren Energy Generating was 55%, 49%, and 51%, respectively, at
. June 30, 2008.

" AmerenCIPS, AmerenCILCO, Amerenl!P, CILCORP, and AmerenEnergy Resources Generating Company (AERG)
“maintain two $500 million multiyear, senior secured credit facilities that expire in January 2010. Borrowings under
these facilities are several and not joint, and are not guaranteed by Ameren or any other Ameren subsidiary. The
faclliies do not contain cross-default provisions and an event of default under these facilifies does not constitute an
event of default under Ameren's §$1.15 billion facility. AmerenCIPS, CILCORP, AmerenCILCO, AmerenlP, and
AERG have aggregate sub-limits of $135 million, $175 million, $150 miflion, $350 million, and $300 million under
the two facilities, respectively. As of June 30, 2008, these facilities were relatively heavily drawn, with only $250
million of the $1 billion available. Under the terms of these agreements, AmerenCIPS, CILCORP, AmerenCILCO,
‘AmerenIP, and AERG must also maintain a ratio of total debt to capitalization of no greater than 65%. At June 30,
2008, the ratio for CIP3, CILCORP, CILCO, IP and AERG was 49%, 58%, 44%, 49%, and 43%, respectively.
While overall liguidity for the consolidated Ameren group of companies is deemed adequate, given the limited
amount of excess availability at the lilinois utilities, there Is relatively little cushion to absorh any material
unanticipated operating cash shorifalls or other liquidity needs.

Rating Qutlook

The stable rating outlook reflects consolidated financial metrics that are expected to remain strong for the Baa3
rating category, the stabilized political and regulatory environment in lllincis, and Moody's expectation that rate
recovery in both Illinois and Missouri will be adequate to maintain its ulility rafings and credit quality at least at
current levels.

What Could Change the Rating - Up

The rating could be upgraded if there is a significant improvement in the political and regulatory environment for
electric utilities in Nlinois and Missouri, including the implernentation of rate adjustment mechanisms; if operating
costs and capital environmental requirements begin to mederate from currently high levels; if one or more of its
major subsidiaries is upgraded; or if there is an improvement in consolidated cash flow coverage ratios, including
cash flow from operations before working capital adjusiments plus interest to interest above 4.5% or cash flow from
operations befare working capital adjustments to debt above 20% on a sustainable basis.

What Could Change the Rating - Down
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Ameren's rating could be lowered if there are material increases in operating costs and/or capital expenditure
requirements; adverse regulatory developments in either of its jurisdictions, Including unsupportive outcomes of
pending rate cases; if the company issues a significant amount of debt at the parent company level; if any of its
major subsidraries is downgraded; or if there is a continued decline in consolidated cash flow coverage ratios,
including cash flow from operations before working capital adjustments plus interest to interest below 3.9x or cash
flow from operations hefore working capital adjustments to debt falling below 15% for an extended period.

Rating Factors

Ameren Corporation

Select Key Ratios for Global Regulated Electric

Wilities
‘|Rating ' Aa | Aa A A Baa {Baa| Ba | Ba
Level of Business Risk Medium| Low iMedium| Low (Medium| Low [Medium] Low
CFO pre-W/C to Interest () [1] >6 >5 3560 35(; 2750 2-40 <25 <2
JCFO pre-WIC to Debt (%) [1] =30 =22 22-30 12-22 13-25 5.13 <13 <5
CFO pre-W/C - Dividends to Debt (%) [1] >25 =20 1325 920 820 310 <10 <3
Total Debt to Book Capitalization (%) <40 <50 40-80 50-70 50-70 60-75 =60 =70

[1] CFO pre-WIC, which is also referred to as FFO in the Global Regulated Electric Utilities Rating Methodology, is
equal to net cash flow from operations less net changes in working capital items

-CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S {MIS) CURRENT OPINIONS OF THE
RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET TS
. CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED FINANCIAL LOSS
:. IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, INCLUDING BUT i
. NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE :
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO
PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE
SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS
© - WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY
AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR PURCHASE, HOLDING,

 ORSALE,
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Credit Opinfon: Central lllincis Public Service Company

Central lHinois Public Service Company

 Springfield, flinois, Unifed States

Ratings
Category ' Moody's Rating
Qutlook Stable
" Issuer Rating Ba1
. First Mortgage Bonds Baa3
Senior Secured Baa3
Senior Unsecured Shelf (P)Ba1
Preferred Stock Ba3
Parent: Ameren Corporation
Outlock Stable
Issuer Rating Baal3
Senior Unsecured Shelf (F)Baa3
Subordinate Shelf (P)Bat
Preferred Shelf (P)Ba2
Commercial Paper P-3
Contacts
Analyst Phone
Michael G. HaggartyfNew York 212.553.7172
William L. Hess/New York 212.553.3837

-Key Indicators

I
Centrat lllinois Public Service Company
o LTM 9/30/08 2007 2006 2005

{CFQ Pre-W/G + Inferest) / Interest Expanse 27x 25x 3.7x 3.6x
AGFOQ Pre-W/C) / Debt 10% 10% 17% 1%
(CFO Pre-W/C - Dividends) / Debt 3% 3% 8% 10%
(GFQ Pre-WIC - Dividends) / Capex 2% -2T% 55% T9%
Debt / Book Capitalization : 44% 47% 42% 3%%
EBITA Margin % . 4% 7% 9% 1%

11 All ratios calcutaled in accordance with the Global Regulated Electric Utilities Rating Methodology using
Moody's standard adjustments.

- Note: For definitions of Moody's most common ratio terms please see the accompanying {User's Giide.

Opinion
Rating Drivers

- - Limited financial flexibility due to the expiration of its bank facilities in less than 12 months

- Some lingering political and regulatory uncertainty in Illinois
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- Execution risk in the implementation of new power procurement procedures in lllinois

- Coverage meirics that have been at or below Moody's investment grade parameters in both 2007 and 2008

Corporate Profile

Central |linois Public Service Company (CIPS; Ba1 Issuer Raling, stable outlook) is a regutated electric and
natural gas transmission and distribution utility in lilinols. CIPS is a wholly-owned subsidiary of Ameren Corporation

{Ameren; Baa3 |ssuer Rating, stable outlook).
Recent Events

On September 24, 2008, the lllinois Commerce Commission (ICC) approved a rate order authorizing a $22 million
electric delivery service rate increase and an $8 million gas delivery service rate increase based on a 10.55%
return on equity for electric delivery service and a 10.68% return on equity for natural gas delivery service. The rate
order compares to a revised CIPS rate request for a $26 million increase in electric delivery service rates and a
$10 million increase in gas delivery service rates.

SUMMARY RATING RATIONALE

CIPS' Ba1 Issuer Rating reflects a reasonably supportive rate order in its most recent electric and gas delivery
service rate case, the negotialed 2007 rate seitlement in lllincis that averled a rate freeze, and a stabilized political
and regulatory environment in the state. Offsetling these positive developments s the utility's limited financial
flexibility resulting from the expiration of its bank credit facility in January 2010; higher operating costs; below
investment grade coverage metrics exhibited by the utility in 2007 and 2008; the polential for continued regulatory
-lag in the recovery of rising operating and other cosls; and execution risk inherent in the implementation of power
. procurement procedures by the newly created lllinois Power Agency.

- DETAILED RATING CONSIDERATIONS

- Some lingering political and regulatory uncertainty in a state that narrowly avolded subjecting its investor owned
electric utilities to a rate freeze in 2007, although CIPS received a reasonably supportive rate case outcome in its
most recent delivery service rate case in September 2008

CIPS' rating reflects the stability provided by a 2007 settlement agreement on electric rates in Hiinols as well as
lingering uncertainty regarding the ongoing effect that the profracled electric rate controversy may have on future

~ rate cases and on the execution and success of new power procurement procedures in the state. Although
Maody's views the ICC's September 2008 rate case decision as reasonably supportive, CHPS has indicated that it
expects to file for rate relief more frequently in lllinois because of rising costs and rate base investments, which
could be challenging in a recessionary environment. The 1CC also rejected cost recovery mechanisms for bad debt
expense and electric infrastructure investments, riders that Moody's would have viewed as credit supportive.

- Execution risk in the implementation of new power procurement procedures in Illinois

_ Beginning this year, power procurement will be accomplished through a competitive requests-for-proposal (RFP)
process overseen by a newly created state agency, the filinois Power Agency (IPA). As a result, there will continue
to be uncertainty regarding power procurement policies and procedures in the state at least until the first state run
RFP process is completed. The IPA expects to complete its first power procurement RFP early this year for
approximately one third of Iflincis' generation requirements. In addition to execution risk in creating and

-implementing these new procedures, the IPA runs the risk of generating additional political controversy if the
process does not go well or leads to large rate increases. This is somewhat mitigated by the staggered nature of
the first RFP in that it only addresses one third of overall power requirements. The other two-thirds of power
requirements will continue to be met by previous auction confracts in place until they roll off over the next two
years, al which point the IPA will procure all of the power requirements of the state.

- Coverage metrics that have been at or below Moody's investment grade parameters in both 2007 and 2008

CIPS' financial coverage metrics decreased considerably in 2007 and during the first nine months of 2008 from
previous years to levels that are at or below investment grade parameters, using guidetines outlined in Moody's
rating methodology for global regulated electric utilities. This includes CFO pre-working capitat interest coverage of
2.5 times and CFO pre-working capital to debt of 10% in 2007 and 2.7 times and 10%, respectively, for the twelve-
months ending Septernber 30, 2008. The company has been negatively affected by increased operating costs,
higher spending for fransmission and distribution system reliability, low returns, and regutatory lag. There were
also changes in rate design aimed at mitigating high winter heating bills that have pressured financials for the first
part of 2008. This should largely reverse itseif by the end of the year.

hitp://www.moodys.com/moodys/cust/research/MDCdocs/03/2002500000439426.asp?doc_id=2... 05/26/2009




Central Illinois Public Service Company _ Page 3 of 4
Liquidity Profile

CIPS' liquidity prefile is currently adequate, although it maintains very limited financial flexibility due primarily to the
expirafion of its bank credit facifities in less than 12 months. Although Moody's expects that all or a portion of these
bank credit facililies will be renewed at some point during 2009, constrained bank and credit market conditions
make the timing, structure, pricing, and size of the renewed facllities more uncertain. As of September 30, 2008,
CIPS had $96 million of shoit-term debt outstanding, consisting of draws under one of its bank revolving credit
facilities, and $15 million of current maturities of long-term debt. CIPS itself has somewhat more short-term debt

- availability under its revolver limits than Ameren's other llinois utilities, which is important considering thal CIPS is
highly constrained in its ability to issue first morigage bonds and preferred stock due to insufficient earnings
coverage ratios, with only $38 million of first mortgage bond capacity available from retired bond capacity as of
September 30, 2008.

CIPS, Central lllinois Light Company (CILCO}, CILCORP Inc., [llinois Power (IP}), and AmerenEnergy Resources
Generating Company (AERG) collectively maintain two $500 million multiyear, senior secured credit facilities
expiring on January 14, 2010. Borrowings under these facilities are several and not joint, and are not guaranteed
by Ameren or any other Ameren subsidiary. The facilities do not contain cross-default provisions and an event of
default under thase facilities does not constitute an event of default under Ameren's $1.15 billion facility. CIPS,
CILCO, and IP also participate in a ulility money pool arrangerment with the parent company, giving them access {o

. additional funds if necessary, although Moody's does not believe that the parent company credit facility by itself is

. of sufficient size fo provide liquidity to the entire Ameren organization. The Illinois utilities will have to renew all or a

large portion of their bank facilities or consider alternative sources of short-term financing in order to maintain
adequate liquidity going forward. {n addition, the Ameren parent company credit facility expires in less than 18
months on July 14, 2010.

" CIPS, CILCORP, CILCO, IP, and AERG have aggregate sub-limits of $135 million, $175 million, $150 million, $350
million, and $300 million under the facilities, respectively. Under the terms of the amended agreement, CIPS,
CILCORP, CILCQ, IP, and AERG must aiso maintain a ratio of total debt to capitalization of no greater than 65%.
At September 30, 2008, the ratios for CIPS, CILCORP, CILCO, IP and AERG were 52%, B0%, 48%, 51%, and
44%, respectively.

Rating Outlook

The stable outlook reflects the more constructive political and regulatory environment for utifities in [llinois following
the August 2007 electric rate settlement, and a reascnably supportive outcome of its most recent delivery service
rate case. It also assumes that the newly created lllinois Power Agency will execute an efficient and orderly power
procurement process for 2009 and going forward that will continue to reduce both pelitical and regulatory risk in the
- state. The stable outlook is also based on our expectation that CIPS will successfully renew ali or most of its bank
. facilities at some point during 2009.

What Could Change the Rating - Up

CIPS ratings could be raised if the company enters into adequate liquidity arrangements; if the lllinois Power
Agency successfully executes power procurement procedures that continues to reduce political and regulatory risk
in the state; if future distribution rate cases provided sufficient rate relief; if financial metrics return to levels
expected for an investment grade rating, including CFO pre-working capital interest coverage of at least 2.7x and
CFO pre-working capital to debt of at least 13% on a sustainable basis.

What Could Change the Rating - Down

CIPS' ratings could be lowered if the company does nat enter inlo adequate liquidity arrangements well in advance
of their current bank facility expiration dates in January 2010, if there is additional political infervention in the
regulatory process; if future distribution rate cases do not provide sufficient rate relief; or if rising operating costs or
other factors put additional pressure on financial metrics such that they fall further below investment grade
parametec;s. including CFO pre-working capital interest coverage below 2.7x and CFO pre-working capital to debt
below 13%.

Rating Factors

Central Hlinois Public Service Company

 Select Key Ratios for Global Regulated Electric

Utilities
Rating Aa Aa A A Baa | Baa Ba Ba
Level of Business Risk Medium| Low [Medium| Low |Medium| Low |Medium) Low
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CFO pre-WIC to Interest {x} [1] >6 >6 3560 30 2750 240 <25 <2
5.7 '

. |CFO pre-WIC to Debt (%) [1] >30 »22 2230 1222 1325 5143 <13 <5

CFOQ pre-WIC - Dividends to Debl (%) [1] »>25 >20 13256 920 820 3410 <10 <3

Total Debt to Book Capitalization (%) <40 <50 40-60 50-70 50-70 60-75 >60  >70

[1] CFO pre-WIC, which is also referred to as FFQ in the Global Regulated Electric Utilities Rating Methodology, is
equal to net cash flow from operations less net changes in working capital items
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