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Research Update:

AmerenEnergy Generating Co. Ratings Lowered
Following Public Disclosure

Overview

e The rating on AnerenEnergy Cenerating Co. (GenCo) reflects its
stand-al one credit quality w thout any support from parent Ameren Corp
followi ng Aneren's 8-K disclosure on Dec. 20, 2012, that it intends to
exit the nerchant generation business.

* W are lowering our corporate credit rating on GenCo to 'B-' from'B'.
The outl ook is stable.

* W are lowering our rating on GenCo's senior unsecured debt to 'B" from
"B+, reflecting our expectation of substantial (70% 90% recovery in the
event of a paynent default.

« The stable outl ook incorporates our base case expectation of continued
gross nargin pressure and the high probability that GenCo will be sold or
restructured within the next five years.

Rating Action

On Dec. 21, 2012, Standard & Poor's Ratings Services |lowered its corporate
credit on AmerenEnergy Generating Co. to 'B-' from'B . W also |owered the
rati ngs on GenCo's senior unsecured debt to 'B from'B+ , reflecting a '2'
recovery rating, which indicates our expectation of substantial (70% 90%
recovery in the event of a payment default. The outlook is stable.

Rationale

The downgrade on AmerenEnergy Generating Co. reflects its stand-alone credit
quality, including its "highly I everaged" financial risk profile and "weak"
busi ness risk profile. Qur view of GenCo is based on its stand-al one credit
gquality with no parental support. This reflects Aneren Corp.'s recent 8-K

di sclosure that it is determined to exit the merchant generation business and
toultimately elinnate GenCo's reliance on its financial and shared services
support.

GenCo's highly leveraged financial risk profile reflects Standard & Poor's
base-case scenario that cash flow neasures will materially weaken over the
next three years. W expect funds from operations (FFO to debt to weaken to

| ess than 7% and debt to EBITDA to increase to nore than 10x, reflecting cash
flow nmeasures that are consistent with the highly | everaged financial risk
profile category. For the 12 nmonths ended Sept. 30, 2012, FFO to debt
decreased to 14.2% conpared with 24.2% at year-end 2011, adjusted debt to

EBI TDA weakened to 4.6x conpared with 3.4x at year—end 2011, and adj usted debt
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to total capital slightly inproved to 47.6 from 48.5% at year-end 2011. Under

Standard & Poor's base-case scenario, we expect that over the next three years
the U.S. econony will continue to grow slowy at an annual GDP growh rate of

about 2.5% Under this scenario, electricity demand growmh by itself would be

insufficient to substantially increase the market price of electricity.

VWil e GenCo has materially reduced capital spending over the next three years,
partially by decelerating spending on the Newton scrubber project, we expect
that its discretionary cash floww Il turn negative as higher-priced
electricity hedges expire. To neet its cash obligations, GenCo.'s managenent
will have to continue to identify further opportunities to reduce costs, use
its avail abl e cash, and potentially sell assets.

GenCo's weak business risk profile reflects its ultimte dependence on the
market price of electricity, which has remained | ow. Managenment has
proactively addressed those areas that it can directly influence, including
mai nt ai ni ng a consi stent hedgi ng program reducing costs and capital spending,
receiving a variance fromthe Illinois Pollution Control Board to extend the
state's conpliance date for the nultipollutant standards, and solidifying
GenCo's liquidity by entering into a mnimum$100 million asset put option
with Areren. However, while GenCo's three-year rolling hedging strategy

provi ded a degree of price insulation over the past two years, sustained | ow
power prices have undermi ned this credit enhancenent. Over the next year, we
expect that expiring higher-priced hedges will continue to be replaced by

| ower nmarket prices. Wile we expect that nanagenent nmay continue to identify
further cost reduction opportunities, the business risk profile will continue
to be pressured by the conpany's M dwest | ocation, which |acks a robust
capacity market and hi gher congestion pricing.

Liquidity

GenCo has "strong" liquidity and can nore than cover its needs for the
short-term even if EBITDA decreases. Qur liquidity assessnent is based on the
followi ng factors and assunptions:

e W expect the conmpany's liquidity sources (including cash, FFQ and
potential asset sales) over the next 12 nonths to exceed its uses by nore
than 1. 8x.

e GenCo does not have long-termdebt maturities until 2018.

« Even if EBITDA decreases by 30% we believe net sources will be in excess
of liquidity requirenents.

« The conpany has sound rel ationships with its banks and has generally
prudent risk managenent, including its flexibility to |ower capita
spending and ability to exercise its $100 million asset put option

In our analysis, we assuned liquidity of about $150 million over the next 12
nonths, primarily consisting of cash, FFO and potential asset sales. W
estimate the conpany will use about $80 million over the same period for

capi tal spending and working capital needs.
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GenCo terminated its $500 million credit facility in Novenber 2012. GenCo's
bond i ndenture includes financial covenants that nust be net for GenCo to

i ncur additional indebtedness. These financial covenants include a
debt-to-capital ratio of no greater than 60% and a m ni mum i nterest coverage
rati o of 2.5x. Because of these financial covenants, GenCo projects that it
will not be able to borrow additional funds fromexternal third parties as of
March 31, 2013. Therefore, our assessment of GenCo's strong liquidity does not
rely on external third party borrow ngs.

Recovery analysis

GenCo' s unsecured notes are rated 'B', one notch higher than the corporate
credit rating. The '2' recovery rating indicates our expectation of
substantial (70% 90% recovery. For the full recovery report on RatingsDirect
pl ease see Recovery Report: AmerenEnergy Generating Co.'s Recovery Rating
Profile, published on Dec. 10, 2012.

Outlook

The stable outlook incorporates our base-case scenario that GenCo's profit
margins will remain pressured because of low electricity market prices and the
expiration of a higher hedged position. W al so assune that because of
Aneren's decision to exit the merchant business, GenCo will be sold or
restructured within the next five years. Under our base-case scenario, the
conpany's financial neasures will weaken so that FFOto debt will be |ess than
7% and debt to EBITDA will be nore than 10x. W would [ower the ratings if our
assessnment of the conpany's strong liquidity weakens to | ess than adequate or
if FFOto debt is less than 4% Although we currently view an upgrade as
highly unlikely given Aneren's recent disclosure, the ratings could be raised
if the company's FFO to debt were to be consistently greater than 12%

Related Criteria And Research

e Business Risk/Financial R sk Matrix Expanded, Sept. 18, 2012

e Liquidity Descriptors For G obal Corporate |Issuers, Sept. 28, 2011

e Criteria Cuidelines For Recovery Ratings On dobal Industrials |Issuers’
Specul ati ve- Grade Debt, Aug. 10, 2009

e 2008 Corporate Criteria: Analytical Mthodol ogy, April 15, 2008

e Standard & Poor's Extends Recovery Ratings To Unsecured Specul ative-G ade
Corporate |ssues, March 21, 2008

* Met hodol ogy: Managenent And Governance Credit Factors For Corporate
Entities And Insurers, Nov. 13, 2012

Ratings List

Downgr ade; Recovery Rating Unchanged
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To From
Aner enEner gy Generating Co.
Corporate Credit Rating B-/ St abl e/ - - B/ St abl e/ - -
Seni or Unsecured Debt B B+
Recovery Rating 2 2

Tenmporary contact nunbers: Gabe G osberg 917-232-8057; CGerrit Jepsen
917-584- 2786

Conplete ratings information is available to subscribers of RatingsDirect on
the @ obal Credit Portal at www. gl obal creditportal.com All ratings affected
by this rating action can be found on Standard & Poor's public Wb site at
www. st andar dandpoors. com Use the Ratings search box located in the |eft

col um.
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