
Illinois Power Company 

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

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

Corporate Profile 

Illinois Power Company (IP; 8a1 Issuer Rating, stable outlook) is a regulated electric and natural gas transmission 
and distribution utility with a service territory in southern Illinois. IP is a wholly-owned subsidiary of Ameren 
Corporation (Ameren; Baa3 Issuer 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 dose to 
10%, the proceeds of which were used to payoff short-term debt, including draws under Ameren's Illinois utility 
bank facility. 

On September 24, 2008, the Illinois 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 to a revised IP 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 8a1 Issuer Rating reflects a reasonably supportive rate order in its most recent electric and gas delivery 
service rate case, the negotiated 2007 rate settlement in Illinois 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 costs; the potential for continued 
regulatory lag 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 investor owned 
utilities to a rate freeze in 2007, although IP 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 Illinois 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 Moody's views the ICC 
September 2008 rate case decision as reasonably supportive, IP has indicated that it expects to file for rate relief 
more frequently in Illinois going forward because of rising costs and rate base investments, which could be 
challenging in a recessionary economIc environment. The ICC 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 Illinois 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 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 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 

Page 2 of4 

http://www.moodys.comlmoodys/custlresearchlMDCdocs/24/20029000004 3164 9 ,asp ?doc _id=2,,, 0 5/26/2009 



Illinois Power Company 

spending for transmission and dislribution system reliability, low retums, 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 itself by the end of the year. 

liquidity Profile 

[P'S liquidity 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, 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 Illinois Light Company (CILCO), CILCORP Inc., Central Illinois Public Service Company (CIPS), and 
AmerenEnergy Resources Generating Company (AERG) oolleclively 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 in a utility money pool arrangement with the 
parent oompany, giving them acceSS to additional funds if necessary, although Moody's does not believe that the 
parent oompany credit facility by itself if of sufficient size to provide liquidity to the entire Ameren organization. The 
Illinois 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 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 ralios for 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 Illinois 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 Illinois Power Agency will execute an efficient and orderly power 
procurement process for 2009 and going fOl"Nard 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 

[P's ratings could be raised if the company enters into adequate liquidity arrangements to replace its expiring bank 
credit facilities; if the Illinois Power Agency successfully executes power procurement procedures that reduces 
political and regulatory 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 least 13% on a sustainable basis. 

What Could Change the Rating - Down 

IP'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 Illinois; if fulure distribution rate case outcomes do not provide sufficient rate relief; or if rising 
operaling 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 

Illinois Power Company 

Select Key Ratios for Global Regulated Electric 
Utilities 

IRating Aa Aa A A Baa I Baa I Ba Ba 
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Level of Business Risk 

CFO pre-W/C to Interest (x) [IJ 

CFO pre-W/C to Debt (%) [IJ 

CFO pre-W/C - Dividends to Debt (%) [IJ 

Total Debtto Book Capitalization (%) 

IMediumj Low IMediuml Low /Mediuml Low IMediuml Low 

>6 >5 3.5-6.0 3.0- 2.7-5.0 2-4.0 <2.5 <2 
5.7 

>30 >22 22-30 12-22 13-25 5-13 <13 <5 

>25 >20 13-25 9-20 B-20 3-10 <10 <3 

<40 <50 40-60 50-70 50-70 60-75 >60 >70 

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

CREDIT RA TtNGS 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 HISTORtCAL 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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Ameren Corporation 

Credit Opinion: Ameren Corporation 

Ameren 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 I 
Outlook 
Bkd Preferred Shelf 

Contacts 

Analyst 
Michael G. HaggartylNew York 
William L. Hess/New York 

Key Indicators 

[1) 
Ameren Corporation 

(GFO Pre-WIG + Interest) I Interest Expense 

(GFO Pre-WIG) I Debt 

(GFO Pre-WIG - Dividends) I Debt 

(GFO Pre-WIG - Dividends) I Capex 

Debt I Book Capitalization 

EBITA Margin % 

Moody's Rating 
Stable 
Baa3 

(P)Baa3 
(p)Ba1 
(P)Ba1 

P-3 

Stable 
Baa2 
Baa1 
Baa1 

(P)Baa2 
Baa3 

Ba1 
P-3 

Stable 
(P)Ba1 

Phone 
212.553.7172 
212.553.3837 

Global Credit Research 

Credit Opinion 

14 AUG 2008 

Save as PD~ [Ij 

LTM 6/30/08 2007 2006 2005 

4.1x 4.2x 4.6x 5.2x 

17% 18% 20% 22% 

10% 11% 12% 14% 

53% 62% 81% 93% 
48% 47% 43% 43% 

21% 19% 19% 20% 

[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 raUo terms please see the accompanying I,..!$,~,r$, Gui.dfj. 
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Page 1 of6 

Corporate Profile 

http://www.moodys.com/moodys/custlresearchlMDCdocs/03/2002500000439427.asp?doc_id=2... 05/26/2009 



Ameren Corporation 

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 Illinois Public Service Company 
(d/b/a AmerenC[PS), C[LCORP [nc., Central lI[inois Light Company (d/b/a AmerenC[LCO), and Illinois Power 
Company (d/b/a Ameren[P), and unregulated subsidiaries AmerenEnergy Generating Company, Ameren Energy 
Resources Generat'lng 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 Illinois. 

Recent Developments 

On August 13, 2008. Ameren's rating was lowered to 8aa3 ([ssuer 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 to Prime-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 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 Ju[y 24, 2008, the newly created [liinois Power Agency ([PA) requested a three week extension from the Illinois 
Commerce Commission (ICC) to prepare power procurement plans in Illinois for the procurement year beginning 
June 1, 2009. The Agency now expects to complete the plans by September 3, 2008, instead of the [egis[ative[y 

· mandated date of August 15, 2008. 

On May 21, 2008, the ratings of Union Electric were lowered to Baa2 (Issuer Rating) from 8aa1 as a result of lower 
cash flow coverage metrics; increased operating costs; large capital expenditures for environmental 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 historieallevels; increased operating 
costs being incurred throughout its system; higher capital expenditures at both its utiljty and nonutility subsidiaries; 
regulatory lag in obtaining timely cost recovery at its utilities: relatively high dividend payout ratio; potential long
term challenges posed by likely climate change legislalion and possible new nuclear generation; and a stabilized 
political and regulatory environment in Illinois resulting from an August 2007 electric rate settlement agreement. 
Although there is still some uncertainty in Illinois regarding the treatment of future distribution rate cases and the 
operation of the newly created Illinois 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 Ba1 (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 metries 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 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 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 6130/08, 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 to continue to be pressured by ongoing cost pressures, high capilal 
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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 fOlWard. 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 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 Illinois utility affiliates fully expired on December 
31, 2007. However, these generation subsidiaries are predominantly coal fired and subject to substantial 
environmental 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, stabt~ 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 utility 
subsidiary operating in and around Sf. 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 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 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 lag for cost recovery 

On April 4, 2008, Union Electric filed for a $251 million or 12.1 % rate increase based 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 withbut 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 lag in the recovery of costs will continue at least 
through 2008. 

- Lingering political and regulatory uncertainty in Illinois, 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 settlement agreement on electric rates in 
IllinOis 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 to 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 Illinois in order to keep the aggregate size of each rate case 
comparatively small. Pending delivery service rate cases in Illinois 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 
Illinois 

The comprehensive 2007 settlement regarding electric rates In Illinois provided for a request-for~proposal process 
whereby the Illinois utilities have contracted for their 2008 baseload, intermediate, and peaking requirements, 
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subject to Illinois Commerce Commission review and approval. Beginning in 2009, power procurement will be I 
accomplished through a competitive requests-far-proposal process overseen by a newly created state agency, the I' 

"Illinois 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-far-proposal process is completed and executed by 
the Illinois Power Agency. Although the settlement provided the foundation for a potentially improving political and 
regulatory environment for electric utilities in Illinois, 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 

http://www.moodys.comimoodys/cllstiresearchIMDCdocs/03/2002500000439427,asp?doc_id=2... 05/26/2009 



Ameren Corporation 

lowered from Prlme~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 external 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 expects 
capital 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 
quarters. 

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 debt levels can be attributed to the Illinois 
subsidiaries being more heavily drawn on their bank facHities 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 (a utility money pool and a non-regulated subsidiary money pool) 
among its various subsidiaries to mare efficiently provide for shori-term cash and working capital requirements 

. throughout the organization. 

In July 2006, Ameren amended its $1,15 billion multi-borrower credil 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 Ameran, although Union Electric and AmerenGenco's access to their respective sub
limits under the facility ($500 million and $150 million, respectively) have 364-day tenms with current expiration 
dates of July 9, 2009. However, since neither of these borrowing sub-limits have term loan options associated with 
them, the annual renewal option subjects them to annual refinancing r'lsk. 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 
with this covenant. The ralio of total 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 
AERO have aggregate sub-limits of $135 million, $175 million, $150 million, $350 million. and $300 million under 
the two facilities, respectively, As of June 3D, 2008, these facilities were relatively heavily drawn, with only $250 
million olthe $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 AERO was 49%,58%,44%,49%, and 43%, respectively. 
VVhile overall liquidity for the consolidated Ameren group of companies is deemed adequate, given the limited 
amount of excess availability at the Illinois utilities, there is relatively little cushion to absorb any material 
unanticipated operating cash shortfalls or other liquidity needs. 

Rating Outlook 

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

What Could Change the Rating - Up 

The rating eQuid be upgraded if there is a significant improvement in the political and regulatory environment for 
electric utilities in Illinois 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 
major subsidiaries is upgraded; or if there is an improvement in consolidated cash flow coverage ratios, including 
cash flow from operations 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 Corporation 
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 subsidiaries 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 3.5x or cash 
flow from operations before working capital adjustments to debt falling below 15% for an extended period. 

Rating Factors 

Ameren Corporation 

Select Key Ratios for Global Regulated Electric 

Utilities 

Rating 

Level of Business Risk 

GFO pre-WIG to Interest (x) [1J 

GFO pre-WIG to Debt (%) [1J 

GFO pre-WIG - Dividends to Debt (%) [1J 

Tolal Debt to Book Gapitalizalion (%) 

Aa 

Medium 

>6 

>30 

>25 

<40 

Aa A 

Low Medium 

>5 3.5-6.0 

>22 22-30 

>20 13-25 

<50 40-60 

A Baa Baa Ba Ba 

Low Medium Low Medium Low 

3.0- 2.7-5.0 2-4.0 <2.5 <2 
5.7 

12-22 13-25 5-13 <13 <5 

9-20 8-20 3-10 <10 <3 

50-70 50-70 60-75 >60 >70 

[IJ GFO pre-WIG. which is also referred to as FFO in the Global Regulaled Electric Ulilities 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. 

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

ALL INFDRr-1ATION CONTAINED HEREIN IS PROTEcrED BY COPYR.IGHT LAW AND NONE OF SUCH INFORf'.1ATION NAY BE 
COPIED OR OTHERWISE REPRODUCED, R.EPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, OJSSEr~'WATED, 
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY 

. FOR,..' OR r·1ANNER OR BY ANY HEANS WHATSOEVER, BY ANY PERSON WITHOUT f'o100DV'S PRIOR 'NRIlTEN CONSENT, All 
information contained hereIn Is obtained by MOODY'S from sources believed by It to be accurate and reliable, Because of the 
possibilIty of hUrYloln or mechanIcal ~rror as well as other factors, however, such information is provided "as is'' without warranty 
of any kind and MOODY'S, in particulaf, makes no representation or warranty, express or Imp!!ed, as to the accuracy, tImeliness, 
compieteness, merChantability or fitness for any particular purpose of any such Information. Under no Circumstances shail 
.MOODY'S haVe any liability to ~ny person or entity for (a) any foss (lr damage in whole or in part Cf)used by, reslJiting from, or 
relating to, any error (negligent or otherWise) or other circumstance or contingency within or outside the control of MOODY'S or 
any of Its directors, officers, employees or agents in connection With the procurement, collectIon, comptlatlon, analySiS, 
interpretation, corm"nunicatlon, pubhcation or delivery of <Hly sLlch inforr.'lation, or (b) any dIrect, IndIrect, speCial, consequential, 
compensatory or incidental damages whatsoever (inclUding without Ifmltatlon, lost prOfits), even If ,,1000Y'$ Is advISed Iq 
arlvance of the possibility of such damages, resulting from ti!e use of or inability to use, any such information. The credit ratings 
and financIal reporting analysIs obsen.'ations, jf any, constituting part of tl1e Information contaIned herein are, and must be 
construed soleiy as, staternenls of opinion and not srdtements of fact" or recommendations La purchase, se!l or hold any 
securities. NO WARRANTY, EXPRESS OR U"lPLlEO, AS TO THE ACCURACY, TIr-1ELINESS, COMPLETENESS, NERCHANTASrUTY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORr-1ATION 15 GIVEN OR MADE BY 
NODDY'S IN ANY FORM OR NANNER WHATSOEVER, Each rating or other opfrdon must be weighed solely as one factor In any 
Investment: decIsion made by ()r on behalf of any user of the Information contained herein, and each such uscr must accordingly 
maKe its own study and evaluation of each security and of each issuer and guarantor of, a:-.d each provlder of credit support for, 
each security tl1at It may consider purchasing, holding or seiling. 

MOODY'S hereby discloses Ulat mast issuers of debt securitie.s (inc!lld!ng corporat~! and :nuniClpal t)Qrals, rlebentures, notes and 
commercial paper) and preferred stock rated by MOODY'S have, prior to assignment of any rating, agreed to pay to r·1QOOY'S for 
appralsall iJnd rating servIces rendere.d by it Fe.es ranging from $1,500 to approximately $2,400,000. r..'loody·s Corporation {r<lCO} 
and its Wholly-owned credfl rating agency subsidiary, t-loody's In ..... e::;tors Service (HIS), also maintain policies and procedures to 
address the independence of "US's ratings ,mel rating processes. lnfor-mation regarding cerm;in affi!i~ticn5 tha.t may exist 
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Ameren Corporation 
between directors of MOO and rated entities, and between entities whO hold ratings frem 1""15 and have also publicly reported to 
the SEC an ownership interest In MeO of more than 5'¥o, IS posted am,ually 01' Moody's. websIte at www.moodys.com under the 
r.eading "Sharehc!der Relations - Corporate Governance - Dlrecto.r and Shareholder Affilratioo Policy." 
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Central Illinois Public Service Company 

Credit Opinion: Central illinois Public Service Company 

Central Illinois Public Service Company 

Springfield, Illinois, United States 

Rating. 

Category 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured 
Senior Unsecured Shelf 
Preferred Stock 
Parent: Ameren Corporation 
Outlook 
Issuer Rating 
Senior Unsecured Shelf 
Subordinate Shelf 
Preferred Shelf 
Commercial Paper 

Contacts 

Analyst 
Michael G. HaggartylNew York 
William L. H esslNew York 

Key Indicators 

[1] 
Central Illinois Public Service Company 

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

(CFO Pre-W/C) I Debt 

(CFO Pre-W/C - Dividends) I Debt 

(CFO Pre-W/C - Dividends) I Capex 

Debt I Book Capitalization 

EBITA Margin % 

Moody's Rating 
Slable 

Bal 
Baa3 
Baa3 

(P)Bal 
Ba3 

Stable 
Baa3 

(P)Baa3 
(P)Bal 
(P)Ba2 

P-3 

Phone 
212.553.7172 
212.553.3837 

Global Credit Research 

Credit Opinion 

30 JAN 2009 

Save as PDF III 

LTM 9/30/08 2007 2006 2005 

2.7x 2.5x 3.7x 3.6x 

10% 10% 17% 17% 

3% 3% 8% 10% 
21% 27% 55% 79% 

44% 47% 42% 39% 
4% 7% 9% 11% 

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

Note: For definmons of Moody's most common raUo terms please see the accompanying Usel$ Guieie. 

Opinion 

Rating Drivers 

- Limited financial flexibility due to the expiration of its bank facilities in less than 12 months 
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Central Illinois Public Service Company 

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

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

Corporate Profile 

Centrailitinois Public Service Company (CIPS; Ba1 Issuer Rating, stable oullock) is a regulated electric and 
natural gas transmission and distribution utility in Illinois. CIPS is a wholly~owned subsidiary of Ameren Corporation 
(Ameren; Baa3 Issuer Rating, stable outlook). 

Recent Events 

On September 24, 2008, the Illinois Commerce Commission (ICC) approved a rale 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 selVice 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 negotiated 2007 rate settlement in Illinois that averted a rate freeze, and a stabilized political 
and regulatory environment in the state. Offsetting 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 costs; and execution risk inherent in the implementation of 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 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 Illinois 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 stale. Although 
Moody's views the ICC's September 2008 rate case decision as reasonably supportive, CIPS 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 
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-far-proposal (RFP) 
process overseen by a newly created state agency, the Illinois 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 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 metries that have been at or below Moody's investment grade parameters in both 2007 and 2008 

CIPS' financial coverage metries decreased considerably in 2007 and during the first nine months of200B 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 Jag. There were 
also changes in rale 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 profile is currently adequate, although it maintains very limited flnancial 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 3D, 2008, 
CIPS had $96 million of short-term debt outstanding, consisting of draws under one of its bank revolving credit 
facilities, and $15 million of current malurities of long-term debt. CIPS itself has somewhat more short-term debt 
availability under its' revolver limits than Ameren's other Illinois utilities, which is important considering that erps is 
highly constrained in its ability to issue first mortgage bonds and preferred stock due to insufficient earnings 
coverage ratios, with only $36 million of nrst mortgage bond capacity availabte from retired bond capacity as of 
September 30, 2006. 

CIPS, Central Illinois Light Company (CILCO), CILCORP Inc" Illinois 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 facililies 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. CtPS, 
CILCO, 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 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. 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 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, 2006, the ratios for 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 Illinois 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 Illinois Power Agency will execute an efficient and orderly power 
procurement process for 2009 and going fOlward 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 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 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 alleast 13% on a sustainable basis. 

What Coutd 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 CFO pre-working capital interest coverage below 2.7x and CFO pre-working capital to debt 
below 13%, 

Rating Factors 

Centrat Illinois Public Service Company 

Select Key Ratios for Global Regulated Electric 

Utilities 

Rating 

Level of Business Risk 

Aa Aa A 

Medium Low Medium 

A Baa Baa Ba Ba 

Low Medium Low Medium Low 
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Central Illinois Public Service Company 

CFO pre-W/C to Interest (x) [11 >6 >5 3.5-6.0 3.0- 2.7-5.0 2-4.0 <2.5 <2 
5.7 

CFO pre-W/C to Debt (%) [1J >30 >22 22-30 12-22 13-25 5-13 <13 <5 

CFO pre-W/C - Dividends to Debt (%) [1J >25 >20 13-25 9-20 8-20 3·10 <10 <3 

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

[1J CFO pre-W/C, which is also referred to as FFO in the Global Regulated Electrtc 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. 

© 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 IS PRO"iEcrEO BY COPYRIGHT LAW AND NONE OF SUCH INFORMAnm~ i>'lAY BE 
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information contained herein Is obtained by !-,OODY'S from sources believed by It to be accurate and reliable. Becaus<'! of the 
possibility of human or mechanical error as well as otherfactors, however, such inFormation Is provided "~S 15" without wClrRlnly 
of any kind and HOODY'S, in particular, makes no representation or warranty, express or implied, as to tile accuracy, timeliness, 
completeness, merchantabllity or fitness for any parti:::.:ular purpose of any such inform,:ltlon. Under no circumstances shall 
MOODY'S I'ave any liabHlt-y to ally person or entity for (a) any loss O'r damage in whole or in part caused by, resulting from, or 
relating to, any error (negiigenl or otherwi$~) or other circumstanCe or contmgent:y within or outside the control of f·100DY'S or 
any of Its directors, offlcers, ell1ployees or agents in connection With the procurement, collection, cOll1pHation, analYSiS, 
interpretation, communication, pLlbHcation or delivery of any such information, or (b) any dired, Indirect, special, con~equentia!, 
compensatory or Incidental damages what"SOevef (including without limItation, lost prollts), even If MOODY'S Is advised In 
advance or the possibility of such damages, resulting trom tile 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 SOlely as, statements of opiniOn iind net statements of fact 01· recommendations to purchase, sel! or hold any 
securities, NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIft1EllNESS, COl'1PLETENESS, t·1ERCHANTABILITY OR 
FITNESS FOR ANY PARTlCULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORf.1ATION IS GIVEN OR MADE BY 
NOODY'S IN ANY FORM OR MANNER WHATSOEVER. Each rating or other opinion must be weig/led sole!y as one factor in any 
investment decision made by or on behalf of any user of L'le Information contained herein, and each such user must accordingly 
make its own study and evaluation of ea::h security and of each issuer and guarantor Of, and each provider Of credit support for, 
each securfty that It may consld~r purchaSing, holding or selling. 

~100DY'S hereby discloses that most Issuers of debt securities {including corpOIG'te and [Tw'licipal bonds, debc'lt:'Jres, note'> and 
commerCial paper} and preferred stock rated by 1-100DY'$ have, prior to assignment of any rating, agreed to pay to MOODY'S for 
appraisal and rating !>ervices rendered by it fees rat"l9lo9 from $1,500 to approXimately $2,400,000. t-1oody;s Corporation (MeO) 
.and Its wtJoHy··owned credIt rating agency $ubSidi~ry, Hoody's Investors Service (!>1I5). also maintain policies and procedures to 
.address tl-te Independence of MIS's ratings and rating processes. Information regarding certain affiliations that may exist 
between directors of HeD and rated entities, and between entities who hold ratings from f'>JIS and have also publlcfy reported to 
the SEC an ownership intel·est in MeQ of more than 5%, is posted annually on t-1oody's website at www.moodys.com under the 
h~adlng "Shareholder Relations ~ Corporate Governance· Oireo:.tor and Shc:rei1older Affi:lation policy.'· 
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Central Illinois Light Company 

Credit Opinion: Central Illinois Light Company 

Central illinois Light Company 

Peoria, Illinois, United States 

Ratings 

Category 
Outlook 
Issuer Rating 
Senior Secured 
Senior Unsecured Shelf 
Preferred Stock 
Ult Parent: Ameren Corporation 
Outlook 
Issuer Rating 
Senior Unsecured Shelf 
Subordinate Shelf 
Preferred Shelf 
Commercial Paper 
Parent: CILCORP Inc. 
Outlook 
Corporate Family Rating 

Contacts 

Analyst 
Michael G. HaggartylNew York 
William L. Hess/New York 

Key Indicators 

[1J 
Central tlllnois Light Company 

(GFO Pre-WIG + Interest) I Interest Expense 

(CFO Pre-WIG) I Debt 

(CFO Pre-W/C - Dividends) I Debt 

(GFO Pre-W/C - Dividends) I Capex 

Debt I Book Capitalization 

EBITA Margin % 

Moody's Rating 
Stable 

Ba1 
Baa2/LGD2 

(P)Ba1 
Ba1/LGD4 

Stable 
Baa3 

(P)Baa3 
(P)Ba1 
(P)Ba2 

P-3 

Stable 
Ba1 

Phone 
212.553.7172 
212.553.3837 

Global Credit Research 

Credit Opinion 

30 JAN 2009 

Save as PDF III 

LTM 9/30/08 2007 2006 2005 
7.5x 5.7x 7.2x 7.2x 

37% 26% 32% 31% 

36% 26% 18% 25% 

63% 59% 69% 91% 
37% 43% 40% 36% 
14% 15% 11% 8% 

[1J 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 accompany;ng J)J$..@.a_Guisist. 

Opinion 

Rating Drivers 

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

R Some lingering political and regulatory uncertainty in Illinois 

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

R Significant environmental capital expenditures at its generation subsidiary 

Corporate Profile 

Cenirallllinois Light Company d/b/a AmerenCILCO (CILCO; Ba1 Issuer Raling, slable oullook), a subsidiary of 
Ameren's inlermediale holding company CILCORP, Inc. (Ba2 senior unsecured, slable outlook), is a regulaled 
electric and natural gas transmission and distribution utility with a service territory in southern Illinois. It also 
includes Ihe 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 
oUllook). 

Recent Events 

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

On September 24, 2008, the Illinois Commerce Commission (ICC) approved a rate order authorizing a $3 million 
electric delivery service rate decrease and a $9 million gas delivery seNiee rate decrease, based on a 10.65% 
retum 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, 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 

CILCO's Ba1 Issuer Rating reflects a reasonable rate order in its most recent electric and gas delivery service rate 
; case, the negotiated 2007 rate settlement in Illinois that averted a rate freeze, a stabilized political and regulatory 
environment in the state, and consistently 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 illinois Power Agency. 

DETAILED RATING CONSIDERATIONS 

- Strong standalone financial metrics for its rating category are offset by signfficant 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 limes and CFO pre
working capital to debt of 26% in 2007 and 7.5 times and 37%, respectively, for tile 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 consolidated basis than its utility subsidiary. These metrics include CFO 
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 antiCipated 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 facility in January 2010 (discussed in 
more detail 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 

elleo's ratings reflect the stability provided by a 2007 settlement agreement on electric rates in Illinois 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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Central Illinois Light Company 

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 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 Illinois 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 jf 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. 

- Significant environmental capital expenditures at AERG 

CilCO is unique among Ameren's three Illinois utilities in that it owns AERG, with 1,200 MW of unregulated 
generation, consisting of CILCO's former generating assets. AERG has significant capital expenditure 
requirements necessary to bring it into compliance with current environmental standards. CILCO'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 2006, for the most part due to AERG. Of the $725 to $670 million 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 2009 since these capital expenditure projections were provided in their 
SECmings. 

Uquidily Profile 

CILCO's liquidity 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 short-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 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 million at the intermediate 
holding company CilCORP. In addition, CilCO had $171 million outstanding from the Ameren money pool at 
September 30, increasing aggregate short-term debt levels considerably. In December 2008, however, CILCO 
issued $150 million of long-term senior secured notes, atl of which was used to 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 outstanding. 

CilCO, CilCORP, Central Illinois Public Service Company (CIPS), Illinois 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 Ameran 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. CllCO, 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 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. In addition, the Ameren parent company credit facility expires in Jess than 18 months on 
July 14, 2010. 

CIPS, CilCORP, CllCO, IP, and AERG have aggregate sub-limits of $135 million, $175 million, $150 million, $350 
million, and $300 million under the facilities, respectively and CilCO had no of cash Dr cash equivalents on hand 
at September 30,2006. Under the terms of the credit agreements, CIPS, CilCORP, CllCO, 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 payments to Ameren at $10 million as long as CllCORP is rated 
below investment grade, restricting Ameren's access to dividends from CILCO and AERG. 

Rating Oullook 
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Central Illinois Light Company 

The stable outlook on Ihe ratings of CILCO and CILCORP reflects the more constructive political and regulatory 
environment for utilities in Illinois following the August 2007 electric rate settlement, and a reasonable outcome of 
its most recent delivery selVice rate case. It also assumes that the newly created Illinois Power Agency will 
execute an efficient and orderly power procurement process for 2009 and going forward thai will continue to 
reduce both political and regulatory risk in the state. The stable outlook is also based on our expectafron 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 arrangements to 
replace expiring bank credit facilities; if Ameren is successful in its pending tender offer for CILCORP debt, which 
will change the capital structure of the CILCORP corporate family considerably; if the Illinois Power Agency 
successfUlly executes power procurement procedures that continues to 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 Factor. 

Central Illinois Light Company 

Select Key Ratios for Global Regulated Electric 

Utilities 

Rating 

Level of Business Risk 

CFO pre-W/C to Interest (x) [1] 

CFO pre-W/C to Debt (%) [1] 

CFO pre-W/C - Dividends to Debt (%) [1] 

Total Debt to Book Capitalization (%) 

Aa 

Medium 

>6 

>30 

>25 

<40 

Aa A 

Low Medium 

>5 3.5-6.0 

>22 22-30 

>20 13-25 

<50 40-60 

A Baa Baa Ba Ba 

Low Medium Low Medium Low 

3.0- 2.7-5.0 2-4.0 <2.5 <2 
5.7 

12-22 13-25 5·13 <13 <5 

9-20 8-20 3-10 <10 <3 

50-70 50-70 60-75 >60 >70 

[1J CFO pre-W/C, which is also referred to as FFO in the Global Regulated Electric Utilities Rating Methodology. is 
~qual 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 
SECURITtES. MIS DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET ITS 
CONTRACTUAL, FINANCIAL OBLIGATtONS 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 
tNVESTMENT 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 tTS CREDIT RATINGS 
WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL MAKE ITS OWN STUDY 
AND EVALUATION OF EACH SECURITY THAT tS 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 INfORi'-1ATION CONTAINED HEREIN IS PROTECTED BY COPYRIGt-!T LAW AND NONE OF SUCH INFORMATION NAY BE 
COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER, TRANSl'-lITTED, TRANSFERRED, DISSEMINATED, 
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY 
FORM OR HANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON WITHOU1· r.,OODY'5 PRIOR WRffiEN COi~SENT. Ail 
information c:onta:ne:d tHerein is obtained by NODDY'S from sourceS believed by it to be accurate and reliable. Because of tl~e 
POSSibility of human or mechanical error ,oS well as other factors, ho't.'cver, such hforrn(ll1on is provided "as is" without wammty 
of any kind and MOODY'S, in particular, makes no representation or warranty, express or implied, as to the accuracy, t!rnelint?5s, 
cornpieteness, merchantability or fit:le5s for arly pa,ticular purpose of any such inf(w!T'oatlon. Under no cirCU'Tlstances shall 
MOODY'S have any !lability to any person or entity for (a) any loss or (lamage in whole or in part caused by, reSUlting from, or 
re:ating to, ,:lny erro'- (neg:igent or· otherwise) or other tlrcumstontc or contingency withlll or outside the control of r'100DY'S or 
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Central Illinois Light Company 
any of its directors, officers. employees or agents in connection with the procurement, collection, compilation, analys!s, 
Interpretation, communication, publication or delivery of any such information, or (b) any direct, Indirect, special, consequential, 

. compensatory or Incidental dama!)es whatsoever (inc1udillg without limitation, IO!it profitS), even if 1>1000Y'S is advised in 
advance of the pOSSibility of such damages, resulting from the use of or inablJity to use, any such information. The credit ratings 
and financial reporting analysis observations, jf any, constituting part of the information contained herein are, and must be 
construed solely 35, statements of opinion and not statements of fact or recommendations to purchase, sell or hOld any 
securities. NO WARRANTY, EXPRESS OR IMPUED, AS TO THE ACCURACY, TIMEUNESS, COMPLETENESS, MERCHANTABIUTY OR 
FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR INFORI'1ATION IS GIVEN OR r>1ADE BY 
MOODY'S IN ANY FORM OR MAmlER WHATSOEVER, Each rating or other opinion must be weIghed solely as one factor in any 
investment decision made by or on behalf of any user of the Information contaIned herein, and each such user must accordingly 
make Its own study and evaluation of each security and of each issuer and guarantor of, and each provider of credit support for, 
each security that It may consider purchasing, holding or selling, 

MOODY'S hereby discloses that most issllers of debt securities (inclUding corporate and muniCipal bonds, debentvres, noteS and 
commercIal paper) <'rid preferred stock rated by r"lOOOY'$ have, prior to assignment of any rating, agreed to pay to MOODY'S for 
appraisal and rating services rendered by It fees ranging from $1,500 to approximately $2,400,000, Hoady's Corporation (r"ICO) 
and it') wholly-owned credit rating agency subsIdiary, MOody'S Investors Service (MIS), also maintain poi!cles and procedures to 
address the Independence of "'US's ratings and raUng processes. Information I'(~garding certain affiliations that Inay Gxlst 
between directors of MCa and rated entities, and between entitles who hold ratings from MIS and have also publicly ,'eported to 
the SEC an ownership interest in MCO of more than 5%, is posted annually on Moody's website at www.moodys,com under the 
heading "Shareholder Relations - Corporate Governance - Director and Shareholder Affiliation PoliCy," 
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Illinois Power Company 
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Credit Opinion: Illinois Power Company 

illinois Power Company 

Decatur, Illinois, United States 

Ratings 

Category 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured 
Senior Unsecured Shelf 
Preferred Stock 
Parent: Amere" Corporation 
Outlook 
Issuer Rating 
Senior Unsecured Shelf 
Subordinate Shelf 
Preferred Shelf 
Commercial Paper 

Contacts 

Analyst 
Michael G. HaggartylNew York 
William L. HesslNew York 

Key Indicators 

[1] 
Illinois Power Company 

(CFO Pre-WIG + Interest) I Interest Expense 

(GFO Pre-W/C) I Debt 

(GFO Pre-WIG - Dividends) I Debt 

(CFO Pre-WIG - Dividends) I Gapex 

Debt I Book Capitalization 

EBITA Margin % 

Moody's Rating 
Stable 

Bal 
Baa3 
Baa3 

(P)Bal 
Ba3 

Stable 
Baa3 

(P)Baa3 
(P)Bal 
(P)Ba2 

P-3 

Phone 
212.553.7172 
212.553.3837 

Global Credit Research 

Gredlt Opinion 

30 JAN 2009 

Save as PDF III 

LTM 9/30108 2007 2006 2005 

2.3x 2.7x 3.5x 4.6x 

9% 10% 13% 16% 
2% 6% 13% 10% 

13% 44% 82% 86% 
51% 49% 45% 50% 

7% 8% 9% 13% 

[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 J)$lu:'s."Gukl.e. 

Opinion 

Rating Drivers 

R 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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Illinois Power Company 

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

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

Corporate Profile 

Illinois Power Company (rp; Ba1 Issuer Rating, stable outlook) is a regulated electric and natural gas transmission 
and distribution utility with a selVice territory in southern Illinois. IP is a wholly-owned subsidiary of Ameren 
Corporation (Ameren; Baa3 Issuer Rating, stable oullook). 

Recent Events 

In October 2008, lP 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 payoff short-term debt. including draws under Ameren's Illinois utility 
bank facility. 

On September 24, 2008, the Illinois Commerce Commission (ICC) approved a rate order aulhorizing 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 to a revised IP request for a $127 million increase in electric delivery service 
rates and a $10 million increase in gas delivery service rates. 

SUMMARY RATING RATIONALE 

Ipls 8a1 Issuer Rating reflects a reasonably supportive rate order in its most recent electric and gas delivery 
service rate case, the negotiated 2007 rate settlement in Illinois that averted a rate freeze. and a stabilized politlcal 
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 inveslment grade 
coverage metrics exhibited by the utility in 2007 and 2008; higher operating costs; the potential for continued 
regulatory lag 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 investor owned 
utilities to a rate freeze in 2007, although IP received a reasonably supportive rate case outcome in its most recent 
delivery service rate case in September 2008 

·,p's rating reflects the stability provided by a 2007 electric rate settlement in Illinois 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 Moody's views the ICC 
September 2008 rate case decision as reasonably supportive, IP has indicated that it expects to file for rate relief 
more frequently in Illinois going forward because of rising costs and rate base investments, which could be 
challenging in a recessionary economic environment. The ICC 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-far-proposal (RFP) 
process overseen by a newly created state agency, the Illinois 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 polilical 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 aver 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 

IP's financial coverage rnetrics 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 R 

months ending September 3D, 2008. The company has been negatively affected by higher operating costs, higher 
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Illinois Power Company 

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 financials during the first 
part of 2008. This should largely reverse itself by the end of the year. 

Liquidity Profile 

IP's liquidity 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. 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 Illinois Light Company (CILCO), CILCORP Inc., Central Illinois Public Service Company (CIPS), 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 
separate $1.15 billion facility. IP, CIPS, and CILCO 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 if of sufficient size to provide liquidity to the entire Ameren organization. The 
Illinois 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 01$135 million, $175 million, $150 million, $350 
million, and $300 million under the facilities, respectively. Under the tenns of the amended agreement, CIPS, 
CILCORP, CILCO, JP, 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 Outlook 

The stable outlook reflects the more constructive political and regulatory environment for utilities in Illinois following 
the August 2007 electric rate settlement. and a reasonably supportive outcome of its most recent delivery selVice 
rate case. It also assumes that the newly created Illinois 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 aU or most of its bank 
facilities at some point in 2009. 

What Could Change the Rating - Up 

IP's ratings could be raised if the company enters into adequate liquidity arrangements to replace its expiring bank 
credit facilities; if the IllinOis Power Agency successfully executes power procurement procedures that reduces 
political and regulatory 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 least 13% on a sustainable basis. 

What Could Change the Rating - Down 

IP'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 Illinois; 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 metries 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 

Illinois Power Company 

Select Key Ratios for Global Regulated Electric 
Utilities 

Aa Aa A A Baa I Baa I Ba Sa 
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Illinois Power Company 

Level of Business Risk 

CFO pre-W/C to Interest (x) [1] 

CFO pre-W/C to Debt (%) [1] 

CFO pre-W/C - Dividends to Debt (%) [1] 

Total Debt to Book Capitalization (%) 

IMediuml Low IMediuml Low IMediuml Low IMediuml Low 

>6 >5 3.5-6.0 3.0- 2.7-5.0 2-4.0 <2.5 <2 
5.7 

>30 >22 22-30 12-22 13-25 5-13 <13 <5 

>25 >20 13-25 9-20 8-20 3-10 <10 <3 

<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 
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Ameren Corporation 

Ameren Corporation (Ameren. 8aa3 Issuer Rating, stable outlook) is the holding company for regulated electric 
and gas utility subsidiaries Union Electric Company (d/b/a Ameren UE), Central Illinois Public Service Company 
(d/b/a AmerenCIPS), CILCORP Inc., Central Illinois Light Company (d/b/a AmerenCILCO), and Illinois Power 
Company (d/b/a AmerenIP). 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 Illinois. 

Recent Developments 

On August 13, 2008, Ameren's rating was lowered to Baa3 (Issuer Rating) from Baa2 as a result of declining 
consolidated cash fiow coverage melncs, higher capital expendilures, and regulatory lag in the recovery of higher 
operating and investment costs. Ameren's short-term rating for commercial paper was also lowered to Prime-3 
from Prime-2. In addilion, the raling 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 expendilures, 

On July 28, 2008, Union Electric, Ameren's largesl ulility subsidiary, submitted a combined Conslruction and 
Operating License Application (COLA) to the Nuclear Regulatory Commission for a polential 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 Illinois Power Agency (IPA) requested a three week extension from the Illinois 
Commerce Commission (ICC) to prepare power procurement plans in Illinois 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 metries; increased operating costs; large capital expenditures for environmental 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 capital expenditures at both its utility and nonutility subsidiaries; 
regulatory lag in obtaining timely cost recovery at its utilities; relatively high dividend payout ratio; potential long
term challenges posed by likely climate change legislation and possible new nuclear generation; and a stabilized 
political and regulatory environment in Illinois resulting from an August 2007 electric rate settlement agreement. 
Although there is still some uncertainty in illinois regarding the treatment of future distribution rate cases and the 
operation of the newly created Illinois 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 Ba1 (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 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 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 subsidiaries operating in below average 
regulatory environments. These ratios include interest coverage, as measured by CFO pre-working capital plus 
inlerest to interest, of 4.2x in 2007 and 4.1x for Ihe twelve months ending 6/30108, 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 6/30108, again falling steadily from a 
high of 24% in 2004. 

Moody's expects Ameren's financial ratios to continue to be pressured by ongoing cost pressures, high capital 
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Ameren Corporation 

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 nearty 90% 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 Illinois utility affiliates fully expired on December 
31,2007. However, these generation subsidiaries are predominantly coal fired and subject to substantial 
environmental 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 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 utility 
subsidiary operating in and around S1. Louis. Like the parent company, the utility's ratio of cash flow pre-working 
capital to debl has also falien 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 capital 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 lag for cost recovery 

On April 4, 2008, Union Electric filed for a $251 million or 12.1% rate increase based 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 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 lag In the recovery of costs will continue at least 
through 2008. 

- lingering political and regulatory uncertainty in Illinois, 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 settlement agreement on electric rates in 
Illinois 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 to 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 Illinois in order to keep the aggregate size of each rate case 
comparatively small. Pending delivery service rate cases in Illinois 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 
Illinois 

The comprehensive 2007 settlement regarding electric rates in Illinois provided for a request-for-proposal process 
whereby the Illinois utilities have contracted for their 2008 baseload, intermediate, and peaking reqUirements, 
subject to Illinois Commerce Commission review and approval. Beginning in 2009, power procurement will be 
accomplished through a competitive requests-far-proposal process overseen by a newly created state agency, the 
Illinois 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 completed and executed by 
the Illinois Power Agency. Although the settlement provided the foundation for a potentially improving political and 
regulatory environment for electric utilities in Illinois, 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 Prlme-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 extemal 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 expects 
capital expenditures 10 lolal $2,2 billion in 2008 and range from $6.4 billion to $8.4 billion for Ihe four year period 
covering 2009 through 2012, As of June 30, 2008, Ameren had $205 million of cash and cash equivalenls on hand 
and a manageable $285 million of long-term debl coming due Ihroughoul ils system wilhin the following four 
quarters. 

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-Ierm debl oulstanding (on a consolidated basis) as of June 30, 2008, 
with short-Ierm debllevels having been elevated for much of the lasl year compared to the much lower $612 
million oulstanding at December 31,2006, These higher short-Ierm debt levels can be atlribuled 10 the Illinois 
subsidiaries being more heavily drawn on their bank facilities 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 (a utility money pool and a non-regulated subsidiary money pool) 
among its various subsidiaries to more efficiently provide for short-term cash and working capital requirements 
throughout the organization. 

In July 2006, Ameren amended ils $1,15 billion mulli-borrower credit facilily supporting ils commercial paper 
programs. As of June 30, 2008, there was $708 million available under the facilily, The amended facility expires on 
July 14, 2010 with respect to Ameren, although Union Electric and AmerenGenco's access to their respective sub
limits under Ihe facilily ($500 million and $150 million, respeclively) have 364-day tenms wilh currenl expiration 
.dates of July 9, 2009. However, since neither of these borrowing sub-limits have term loan options 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 
with this covenant. The ratio of total 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 Generaling 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 
evenl of defaull under Ameren's $1,15 billion facilily, AmerenCIPS, CILCORP, AmerenCILCO, AmerenlP, and 
AERG have aggregale sub-limits of $135 million, $175 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 Ihe lerms of Ihese agreemenls, 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 ralio 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 availability at the Illinois utilities, there is relatively little cushion to absorb any material 
unanticipated operating cash shortfalls or other liquidity needs. 

Rating OuUook 

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 Illinois, and Moody's expectation that rate 
recovery in both Illinois and Missouri will be adequate to maintain its utility ratings 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 Illinois 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 
major subsidiaries is upgraded; or if there is an improvement in consolidated cash flow coverage ratios, including 
cash flow from operations 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 Corporation 

Ameren's rating could be lowered if there afe 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 capital adjustments plus interest to interest below 3.5x or cash 
flow from operations before working capital adjustments to debt falling below 15% for an extended period. 

Rating Factors 

Ameren Corporation 

Select Key Ratios for Global Regulated Electric 

Utilities 

Rating 

Level of Business Risk 

CFO pre-W/C to Interest (x) [1] 

CFO pre-W/C to Debt (%) [1] 

CFO pre-W/C - Dividends to Debt (%) [1] 

Total Debt to Book Capitalization (%) 

Aa 

Medium 

>6 

>30 

>25 

<40 

Aa A 

Low Medium 

>5 3.5-6.0 

>22 22-30 

>20 13-25 

<50 40-60 

A Baa Baa Ba Ba 

Low Medium Low Medium Low 

3.0- 2.7-5.0 2-4.0 <2.5 <2 
5.7 

12-22 13-25 5-13 <13 <5 

9-20 8-20 3-10 <10 <3 

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·LlKE 
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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between direttors of MeO and rated entlt~es, and bew/een entitles who hold ratings from r~lS and have also publicly reported to 
the SEC an ownership interest in MCO of more than 5%, IS posted annually on Moody's website at www.moodys.com under the 
heading "Shareholder Relat!ons - Corporate Governance - Directo.r and Shareholder Affiliation Policy," 
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Central Illinois Public Service Company 

Credit Opinion: Central Illinois Public Service Company 

Central Illinois Public S.rvlce Company 

Springfield, Illinois, United States 

Ratings 

Category 
Outlook 
Issuer Rating 
First Mortgage Bonds 
Senior Secured 
Senior Unsecured Shelf 
Preferred Stock 
Parent: Ameren Corporation 
Outlook 
Issuer Rating 
Senior Unsecured Shelf 
Subordinate Shelf 
Preferred Shelf 
Commercial Paper 

Contacts 

An.ly.t 
Michael G. HaggartylNew York 
William l. HesslNew York 

Key Indicators 

[1J 
Central Illinois Public Service Company 

(GFO Pre-WIG + Interest) I Interest Expense 

(CFO Pre-WIG) I Debt 

(CFO Pre-WIG - Dividends) I Debt 

(CFO Pre-WIG - Dividends) I Capex 

Debt I Book Capitalization 

EBITA Margin % 

Moody'. Rating 
Stable 

Ba1 
Baa3 
Baa3 

(P)Ba1 
Ba3 

Stable 
Baa3 

(P)Baa3 
(P)Ba1 
(P)Ba2 

P-3 

Phone 
212.553.7172 
212.553.3837 

Glob.1 Cr.dit R •••• rch 

Cr.dit Opinion 

30 JAN 2009 

Save as PDF III 

LTM 9/30/08 2007 2006 2005 

2.7x 2.5x 3.7x 3.6x 

10% 10% 17% 17% 
3% 3% 8% 10% 

21% 27% 55% 79% 

44% 41% 42% 39% 
4% 7% 9% 11% 

[1 J All ratios calculated in accordance with the Global Regulated Electric Utilities Rating Methodology using 
Moody's standard adjustments . 

. Note: For definilions of Moody's most common ratio terms please see the accompanying .u~er'$_ Guide. 

Opinion 

Rating Drivers 

- Limited financial flexibility due to the expiration of its bank facilities in less than 12 months 
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Central Illinois Public Service Company 

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

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

Corporate Profile 

Central Illinois Public Service Company (CIPS; Ba1 Issuer Rating, stable outlook) is a regulated electric and 
nalural gas transmission and distribution utility in Illinois. CIPS is a wholly~owned subsidiary of Ameren Corporation 
(Ameren; Baa3 Issuer Rating, stable outlook). 

Recent Events 

On September 24, 2008, the Illinois 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 10.651;1/0 
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 elPs rate request for a $26 million increase in electric delivery selVice 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 negotiated 2007 rate settlement in Illinois that averted a rate freeze, and a stabilized political 
and regUlatory environment in the state. Offsetting 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 costs; and execution risk inherent in the implementation of 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 investor owned 
electrfc 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 Illinois 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 
Moody's views the ICC's September 2008 rate case decision as reasonably supportive, CIPS has indicated that it 
expects to file for rate relief more frequently in Illinois because of rising costs and rate base investments, which 
eQuid be challenging in a recessionary environmenl. The ICC 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 Illinois 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 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 
rating methodology for global regulated electric utilities. This includes CFO pre-working capital interest coverage of 
2.5 limes 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 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 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, 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 raalities more uncertain. As of September 3D, 2008, 
CIPS had $96 million of short-term debt outstanding, consisting of draws under one of its bank revolving credit 
faelllties, 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 Illinois utilities, which is important considering that CIPS is 
highly constrained in its ability to issue first mortgage bonds and preferred stock due to insufficient earnings 
coverage ratios, with only $38 million 01 first mortgage bond capacity available from retired bond capacity as of 
September 30, 2008, 

CIPS, Central Illinois Ught Company (CILCO), CILCORP Inc" Illinois 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 
delault 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 arrangement with the parent company, giving them access to 
additional funds ff 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 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. 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 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%, respectively. 

Rating Outlook 

The stable outlook reflects the more constructive political and regulatory environment for utililies in Illinois 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 Illinois 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 ils 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 relief; if financial metries retum 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 alleast 13% on a sustainable basis. 

What Could Change the Rating - Down 

CIPS' ratings could be lowered if the company does not enter into adequate liquidity arrangements well in adVance 
01 their current bank facility expiration dates in January 2010, if there is additional political intervention in the 
regulatory process; iffuture 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 

Levet of Business Risk 

Aa A. A 

Medium Low Medium 

A Baa Baa Ba Ba 

Low Medium Low Medium Low 
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