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In the matter of the application of Union ‘?\

)
Electric Company for an order authorizing: )
(1) certain merger transactions involving )
Union Electric Company; (2) the transfer ) \3“\ W
of certain assets, real estate, leased ) :  Case No. EM-96-149 “\\g ‘g\\g\\
property, easements and contractual ) ?\
agreements to Central Illinois Public )
Service Company; and (3) in connection, )
therewith certain other related transactions )

MOTION TO DECLASSIFY RESPONSES TO DATA REQUESTS

COMES. NOW the Office of the Public Counsel (Public Counsel), and for its Motion to
Declassify Certain Material, states as follows: |

1. On December 13, 1995, fhe Pul;lic Service Commission (Commission) issued its
Order Granting Motion for Protective Order. This Order put in place the Commission’s standard
protective order.

2. Union Electric Company (UE) has designated many of the responses to data
requests as either highly conﬁder;tial or proprietary, or both.

3. By letter dated April 18, 1996, Public Counsel sought to have UE voluntarily
remove the highly confidential z;nd/or propriefa’ry designation from four separate do-cuments, or
parts of those documents. UE, :by its responsive letter received by Public Counsel on April 29,
1996, agreed to declassify one of those documepts. (Copies of these letters are attached hereto as
Attachments 1 and 2, respectively). Since UE did not voluntarily declassify the other documents,

Public Counsel now files this motion.
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The first document that is the subject of this motion was received by Public
Counsel as part of UE’s response to Public Counsel DR No. 512. This document is a single sheet
headed with the title “Ten-Year Period of Analysis.” (A copy of this document, together with
UE’s justification for iFs designatién, is being provided to the Administrative Law Judge and the
Commissioners as Attachment 3).

The second documént that is the subject of this motion is a series of overheads that
Goldman Sachs used in two presentations to UE’s Board of Directors (on August 8 and 11,
1995). (A copy of this documeﬂt, together with UE’s justification for its designation, is being
provided to the Administrative Law Judge ar;ld thie C(;mmissioners as Attachment 4). This
document was received by Public Counsel as p;rt of UE’s response to Staff DR No. 5.

The third documént that is the‘ subject of this motion (and which was not
referenced in Public Counsel’s Ai)ril 18, 1996 letter to UE) is a document that Public Counsel
received on April 22, 1996 as part of UE’s update to Staff DR No. 72(c). (A copy of this
document, together with UE’s’ justification for its designation, is being provided to the
Administrative Law Judge and the Commission;:"rs as Attachment 5).

The fourth docurﬁent that is the subject of this motion (and which was not
referenced in Public Counsel’s April 18, 1996 letter to UE) is a document that Public Counsel
received on May 1, 1996 in respc}nse to Staff DR No. 119. (A copy of this document, together
with UE’s justification for its designation, is being provided to the Administrative Law Judge and
the Commissioners as Attachment 6).

4 In most instgnces, UE has “explained” why it classified certain material as highly
confidential or proprietary by simply checking b-oxes on a form. (See, e.g., Attachments 3, 4, and

5). The list of options for checking on these checkoff sheets are lifted directly from paragraph A
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of the Piotective Order. UE has generally provided no information other than this checkoff. UE
has never explained how the releasé of this information could damage it, and as a result, Public
Counsel cannot in this pleading counter any arguments about potential harm since UE has not
made those arguments yet. |

5. Most of the discovery in this case, from Public Counse! as well as from Staff and
the Missouri Industrial Electric Consumers (the three most active parties), has revolved around
UE’s novel merger savings sharing proposal. As its justification for this proposal, UE has claimed
that its shareholders need to skim 6ﬂ" a portion of the estimated merger savings before sharing the
remainder with ratepayers. The information that Public Counsel seeks to declassify in this motion
concerns two aspects of this proposal: 1) thei'shareholder’s “need” to take a cut of the savings
before sharing the remainder, and 2) the accuracy and reliability of UE’s estimates of merger
savings.

6. It is patently unfa{ir for UE tb publicly disclose information that supports its
position, but then to designate as highly confidential or proprietary similar information that
undercuts this position. The information that Public Counsel seeks to declassify in this motion is
exactly the sarr-le type Lof infprmatiﬁon that UE used to develop its “sharing” proposal. By allowing
If UE can simply check a box on a cover shesét, and thereby designate an entire 40-page (or
longer) dpcument as highly confidential, the burden of proof effectively shifts to the-challenging
party to argue why a document is not highly confidential since UE has not provided any detailed
information as to why it is highly confidential. This shift is not consistent with the Commission’s

Protective Order.



WHEREFORE, Public Counsel respectfully requests that the Commission issue its Order
removing the designatiori of highly confidential and/or proprietary from the documents attached

hereto as Attachments 3, 4, 5, and 6.

Respectfully submitted,

OFFICE OF THE PUBLIC COUNSEL

MW |

Lewkk Mills, Jr. (#3527
Deputy Public Counsel

P. O. Box 7800

Jefferson City, MO 65102
(573) 751-4857
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Deputy General Counsel
Public Service Commission
P. O. Box 360

Jefferson City, MO 65102

Richard W. French
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1001 Cherry St., Suite 302
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Robert C. Johnson

Diana M. Schmidt
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Joseph H. Raybuck
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P. O. Box 149 (M/C 1310)
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Laclede Gas Company
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Martha S. Hogerty Mel Carnahan
Public Counsel . State of Missoun Governor

Oflice of the Public Counsel : Telephone: 314-751-4857
Harry S Truman Building - Ste. 250 © - Facsimile: 314-751-5562
P.O. Box 7800 Relay Missouri

Jefferson City, Missouri 65102 : 1-800-735-2966 TDD

1-800-735-2466 Voice

April 18, 1996

Mr. Jim Cook

Union Electric Company
P.O. Box 149 (M/C 1310)
St. Louis, MO 63166

RE: Case No. EM-96-149

Dear Mr. Cook:

This letter concerns certain documents that UE has alleged to be highly confidential or
proprietary. Public Counsel is always sensitive to the legitimate needs for utilities to protect truly
confidential information. However, we have a long-standing policy to see as much material open to
public view as possible, conststent with these needs.

I expect this to be the first in a series of letters asking UE to consider declassifying certain
information. As we get closer to our filing and have a more exact picture of the information that we
wish to include in testimony, we will bring to your attention documents that we want to refer to that
we believe do not deserve highly confidential or proprietary treatment. -

In this installment, I will be referring to responses to our DR number 512, and Staff DR
numbers 5 and 142. . '

Part of your response to our DR 512 is a sheet headed “10-Year Period of Analysis”
(attached hereto). This sheet has been marked as proprietary, and 1 can see no reason for it to be so
marked. Please let me know if UE considers the entire page proprietary (and if not, which portions
are not), the basis for this classification, or if UE is willing to declassify it voluntarily.

Part of the response to Staff DR 5 is a series of overheads that Goldman, Sachs used in two
presentations to UE’s Board of Directors. These overheads have been marked as both highly
confidential and proprictary. We plan to refer to pages 5, 7, 8, 9, 10, 11, 20, 27, and 30 from the
August 8 presentation and pages 4 and 5 from the August 11 presentation. Please let me know
whether UE considers these specific pages highly confidential or proprietary, if UE considers the
entire page classified (and if not, which portions are highly confidential, proprietary, and open), the
basis for this classification, or if UE is willing to declassify it voluntarily.




We received from the Staff a copy of a document that the Staff requested during its visit to
Springfield. It appears to be, in part, a UE document. (We have submitted DR 660 to confirm
whose document it is.} The entire document has been marked as highly confidential. I have attached
the first part of this document which appears to be UE’s portion. To my mind, these sample
questions and answers are almost by definition public information. Please let me know whether UE
considers these specific pages highly confidential, if UE considers the entire page classified (and if
not, which portions are highly confidential), the basis for this classification, or if UE is willing to
declassify it voluntarily.




1901 Chouteau Avenue

Post Office Box 143 ! . : ATTACHMENT 2
St. Louis, Missouri 63166
3714-554-2038
l UNI O N Wilfiam E. Jaudes
E LECTRIC : Vice Presijent
(1)

and
i - _ General Counsei

April 26, 1996

Mr. Lewis R. Mills, Jr.

Deputy Public Counsel

Office of the Public Counsel

Harry S. Truman Building - Suite 250
P.0O. Box 7800

Jefferson City, MO 65102

Dear Mr. Mills:

This is in reply to your letter of April 18
requesting that we declassify certain material we
had furnished to you. The material was classified
as Proprietary, Highly Confidential or Proprietary
and Highly Confidential.

The first document (classified as Proprietary)
is a sheet headed "10-Year Period of Analysis." We
are not willing ‘to declassify this material. It
relates to confidential methods of analysis of some
proposed projects. Release of this information
could result in significant damage to the company
and its customers if competitors or suppliers had
it. -

The second set of documents were the overheads
used by Goldman, Sachs for presentations to the
Board of Directotrs. We believe these documents in
their entirety are both Highly Confidential and
Proprietary. They involve financial forecasts and
market and business predictions and information
which are not appropriate to be in the public
domain. I also believe that selective release of
individual pages would be inappropriate and could
be claimed to be a declassification of the entire
documents. For these reasons we are unwilling to
declassify these documents.

poR %




Mr. Lewis R. Mills, Jr.
Page 2
April 26, 1996

The third document involves 8 pages on both
sides of the paper entitled 10th draft, August 13,
3995 1:55 a.m. numbered in the upper right hand of
each page p.2-p.1l7. This document consists of a
number of Qs and As. This document is no longer
Confidential and we aré willing to declassify it.

Yours truly,




ATTACHMENT 3

No. 5ig

UNION ELECTRIC COMPANY
] " CASE NO. EM-96-149

PUBLIC COUNSEL DATA REQUEST

REQUESTED FROM: Jim Cook

DATE REQUESTED: Jenuary 19, 1996

INFORMATION REQUESTED: Please provide copies of all documents (including but
not limited to E-mail, memos, reports, and presentation overheads) created in the
last two years by UE or its agents for the purpose of instructing UE employees about
the proper method for utilizing the EVALUATE model.

REQUESTED BY: Ryan Kina $-

INFORMATION PROVIDED:_See attached,

The information provided to the Office of the Public Counsel in response to the above
information request is accurate and complete, and contains no material
misrepresentations or omissions based upon present facts known to the undersigned.
The undersigned agrees to immediately inform the Office of the Public Counsel if any
matters are discovered which would materially affect the accuracy or completeness
of the information provided in response to the above information.

DATE RECEIVED: . ‘ SIGNED BY:

Jerre E. Birdsong
Treasurer

TITLE

"BR ~ 8 B




A
'

DATA RESPONSE CONFIDENTIALITY CLAIM

The attached response, or parts thereof, to Data Request
t{?i. has been marked as Highly Confidential, Proprietary,
or both. Union Electric is providing the information requested
pursuant to the terms  of the Protective Order issued by the
Missouri Public Service Commission, in Docket No. EM-96-149. The
grounds for this designation are indicated below:

HIGHLY CONFIDENTIAL

The attached fesponse is Highly Confidential because it
contains information concerning:

1. material or documents that contain information
relating directly to specific customers;

2. employee-sensitive information;

3. marketing analyses' or other market-specific
information relating to services offered in competition with
others;

4. reports, work papers or other documentation related
to work produced by internal or external auditors or consultants;

5. strategies employed, to be employed, or under
consideration in contract negotiations.

PROPRIETARY

The attached response 1is Proprietary because it
contains information concerning:

1. trade secrets; i

2. confidential or private technical, financial and
business information.

3/7/ % ,ﬁ@ %//
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. " - . ATTACHMENT 4

NO. s
DATA INFORMATION REQUEST
union Electric ) ]
CASE NO, EN-96-149

Requested From: Steven R Sullivan
pate Requested: 11722795
Information Requested: .
please provide a copy of all documentation used by UE to analyze and ultimately de¢ide to merge with CIPSC0., Provide a
copy of all related suppoerting documentation used by UE to determine a2 ressonsble price for C1P5C0.

Requested By: Fark Oligschlaeger

Informazion Provided: [(rd/; W '

cparee?

~he attachsd information provided to the Missouri Public Service Commission Staff in response 10 the above data
information reguest is accurate and complele, Bnd conizins no meterial misrepresentations or omissions, based upon present
f3¢ts &% which the ungersioned has knowledge, information or beliet. The undersigned agrees 10 immediately infore the
vicsouri Public Service (ommission Staff if, during the pendency of Case No. EM-96-145 before the Commission, any matters are
discovered vhich would materiatly atfect the sccuracy or completensss of the attached information.

14 =hese data are voluminous, please {1} idenzify the relevant documents and their Location (2) make arrangements with
recuestor to have documents available for inspection in the Union Electric office, or other location mutually agreeable,
¥nare identitication of a document is requested, briefly describe the document (e.g. book, letter, memoranduc, report)

#1¢ szaze the Yollowing information as apolicable for the particular document: name, title, number, suthor, date of
sublicztion and publisher, adoresses, date writien, and the name and address of the person{s) having possession of the
zatument. As used in This date request The term "gocumenil{s)" includes publication of any {ormat, workpapers, letters,
gsmorance, notes, reporss, snalyses, compuier analyses, Test results, studies of data, recordings, transcriptions and

trinted, typed of writien materials of every kind in your possession, custody or control within your knovlgdge. The
zroncun “you" or "your" refers ¢ Union Electric and its smployess, contraciors, agents of |others employed By or aciing

noits behalf. . é
- Signed By:

.317¢ Response Asceived:

Prepared Bv: /&’d/f/ﬂﬂ f /7;6-//7&‘

FEp -2 1995




DATA RESPONSE CONFIDENTIALITY CLAIM

5jhe attached response, or parts thereof, to Data Request
has been marked as Highly Confidential, Proprietary,

or both. Union Electric is providing the information requested
pursuant to the terms of the Protective Order issued by the
Missouri Public Service Commission, in Docket No. EM-96-149. The
grounds for this designation are indicated below:

BIGHLY CONFIDENTIAL

The attached response is Highly Confidential because it
contains information concerning: '

1. material or documents that contain information
relating directly to specific customersj

2. enployee-sensitive information;

3. marketing analyses or other market-specific
information relating to services offered in competition with
others;

14 4. reports, work papers or other documentation related
to work produced by internal or external auditors or consultants;

PRCPRIETARY

The .attached response is Proprietary because it
contains information concerning:

1. trade secrets; ‘ .

‘t// 2. confidential or private technical, financial and
business information.

bate
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5. strategies employed, to be employed, or under’
. consideration in contract negotiations.
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AGHLY CONFDENTAL  pROPRIETARY
COPY

?d: Company

Presentation to the
Board of Directors

Goldman, Sachs & Co.
August 8, 1995




Consolidation
activity is on the
rise in the electric
utility industry

IGHLY CONFIDENTIAL

PR

PROPRIETARY

[ -] t | [% - 3

ationale for Accelerating M&A Activity

M Regulatory initiatives
B Disaggregation initiatives

" Platform for Restructuring Initiafives
B Cost reductions (O&M, fuel, capacity)

“Enhance Financial Strength and Size

Improve Competitive Position
Lower rates |

Protect customer base

Attract new customers

Access to desirable assets/attributes

W Proactive positioning for future industry m
consolidation

n rmaoﬂ balance sheet benefits
- Withstand competitive batties

— Allows for multiple new investment g

strategies

Diversification of attributes

-~ Service territory

- Regulation

- Fuel .

Access higher growth unregulated
activities

Improve earnings profile



The proposed
combination
provides both near
and long-term
benefits to Arch’s
customers and
shareholders

) [—— | T— [— Mo )

:_mzz ‘CONFIDENTIAL PROPRIETARY

Rationale for Combination with Bear

Earnings Driven

Potential synergy retention enhances earnings growth
Diversity of earnings driven factors

—~ regulation

- fuel

- customers

Long-Term Strategic Driven

Proactive response to accelerating industry competition, dereguiation and oosmo_am:o:
Opportune approach to high quality neighbor with succession issues
Costs reduction potential will enhance competitive position in the region-

- customers in superior position

Tap low cost coal generating portfolio

Utilization of Bear's excess capacity

- reduced future capital budget

Obtain access to strategically located transmission interconnects

Larger and stronger combined balance sheet will help to better withstand future

competitive battles
Positions Arch as a premier entity in the midwest .6@83

b
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HIGHLY CONFIDENTIAL 1movm_m._.>m<

BEAR - A View From Wall Street

-

Bear continues to
be viewed among . . . S
the highest quality and retail rates, and supportive lllinois regulation.

U.S. utilities

“Exceptional financial condition, favorable generating resources, competitive wholesale

- Fitch investors

“Bear's transmission system, generating capacity and strategic location help it to

compete effectively for ‘interchange’ sales among utilities buying and selling economy or

emergency power.”

R S - Goldman Sachs & Co.

“Low-cost energy is Bear's competitive advantage to attract and retain industrial
customers.”

- NatWest Securities




Bear is a public
utility holding
company with two
Subsidiaries:

1) Bear Public
Service
Company

2) Bear Investment
Company

GHLY CONDENTAL ~ PROPRIETARY

Overview of Bear - Utility Operations

B Bear supplies both eleclricity and natural gas lo portions of central and southern liinois:

Electric Gas
# 1994 Operating Revenues 83% 17%
@ 1994 Customers 317,000 166,000
K Bear's electrical revenues are balanced:
% of 1994
Bevenues
#  Residential 31%
#  Commercial 26
#  [ndustrial 17
#  Power Supply Agreements 11
%  Inlerchange Sales 10 .
- Co-ops, munis and others 5
100%

|

® Bear has attractive generating assets:

B No nuclear exposure (99% coal generated power)

% 300-mw of excess generaling capacity to market lo wholesale seclor

&  $209/Kwh embedded cost of baseload generating capacity vs. $406/Kwh for Arch and
$352/Kwh industry median

M Bear is strategically located with 14 interconnections to other utility systems:

& Bear has an agreement with Arch to sell 150-mw of capacity from June 1998 through May
2005



Non-utility
investments are
modest and
conservative,
however, they have
produced sub-par
returns

JEHLY CONFIDENTAL  PROPRIETARY

R——— [J—— N —-Il.l__ _ _.llrs ...

Overview of Bear - Non-regulated Subsidiary

Bear Investment Company is a wholly-owned subsidiary whose main lines of
business at the end of 1994 inciluded:

B Marketable securities

— $44 million invested in a hedged portfolio of investment grade U_‘ma:‘ma and
common stock

B |everaged lease investments

~  $34 million invested in one commercial jet aircraft with Delta, one natural gas
processing facility with Enron, natural gas processing equipment with Amoco
and fifteen retail department store properties with Wal-Mart

@ Energy investments
~  $18 million equity invested in leveraged leases of nine combustion turbine
generating units

B Other liquid short-term investments
— %4 million

$98 million of total assets at year-end 1994, Total equity of $69 million and $75
million in 1994 and estimated for 1995, respectively

Earnings were $4.7 miliion in 1993 and $5.5 million in 1994, with earnings of $5.5
million expected at year-end 1995 indicating ROE's of 8.4%, 6.9% and 7.3%,
respectively



The magnitude of
Bear’s positive
attributes generally
outweigh issues
being uncovered in
the due diligence
process

R . e —— & B ) [P R—

HIGHLY CONFIDENTIAL

Strengths and Issues

Bear

Excellent financial condition
Strong cash flow from operations

Strong balance sheet; highest credit
ratings in the industry

Limited capital needs

Nuclear-free operations; no
stranded investment risk
Well-positioned geographically to
transmit to third parties -
interconnected to 14-others

Excess capacity; low cost

Fuel costs coming down

Has not reengineered the business:;
high potential for O&M cost
reductions

— — . | PR | ———t Jr— P I

PROPRIETARY

W Moderate demand growth

B Exposed to weak mining sector
customer base

® Growth limited as co-ops in the
area have exclusive service rights

W Past union problems, however
professional and clerical staff are
non-union (50% of total)

B Coal contract renegotiations

- ® Meaningful earnings growth

projected from marketing initiatives

W Environmental risk at manufactured
gas sites - remediation and litigation
exposure

R Sub-par returns in investment
portfolio

M Clean Air Act compliance
expenditures possible post 2000 as
allowances run off



-

Arch possesses
slightly higher
valuation measures
than Bear. A strong
currency facilitates
a non-dilutive
combination to Arch

HIGHLY CONFIDENTIAL

Financial Comparison

. Valuatioh Statistics

IBES Estimated EPS

Company Plan Estimated EPS

Estimated P/E Multiple(IBES)

IBES 5 Year Projected EPS Growth

Current Dividend Yield

Dividend Payout - 199SE (IBES)

Market to Book

Credit Ralings

1/1/94 - Present Total Return

Market Capitalization (in millions)

(a)

Belore 18¢ one-lima impact of rale refundg,

$2.91
$2.83(a) $2.85

oy o Arch:

$3.00 3.1%
1.0%

12.4x 12.0x

3.0%
6.8
83.9
1.63
A1/AA-
1.1%
$3,664

{p) YTD Bear running 24¢ behind plan due lo weather and VSP,

NOTE: Markel Dala as ol 8/4/95; Arch Stock Price of $35 7/8, Bear Stock Price of $29 374,

PROPRIETARY

$2.45 $2.53
$2.48(b) $2.58

12.1x 11.6x

2.8%
6.9
m‘m..w
1.58
Sub: Aa1/AA+
7.7%

$1,014

%
Change

3.3%
4.0%



Bear projects a
5-year earnings
growth rate of 2.7%,
somewhat above
industry averages

© GHLY CONFIDENTTRL 2

Bear Income Statement

Revenues

Electric $688.8
Gas 145.7
Tolal Operating Revenues $834.5
Investment Company Revenues 9.5
Expenses

Interest 35.0
G&A and Operating(a) 596.0
Depreciation . 781

B _:..n_oam Tax . S - 51.9-

.O..:mq Income ang Deductions(b) _ 25
Earnings on Common Stock $_85.5
Average Shares Qustanding . 34.1
EPS . $ 2.51

{(a) Includes taxes other than Income taxes,
{b} Includes prelerred dividends.

$697.4  $685.4
138.4 144.4
$835.8 $829.7 .
8.0 10.3
32.8 34.8
598.2 575.4
81.1 93.8
-49.1 - - 471
1.4 {4.3)
$_840 §$ 846
341 34.1
$ 246

(¢} YTO Bear running 24¢ behind plan dus (o wealher and VSP.

Vimue/ [ W [em—] [ - [ ._r..lL ...

PROPRIETARY |

$703.5
149.7

$853.2
13.4

36.3
598.5
88.2

49.3 -

34.1

$ 2.48(c) $ 2.58

$7225 $7814  $755.2
155.9 1615 168.9
$878.5 $902.9  $924.0
14.2 15.5 16.0
37.2 37.2 38.3
§14.0  633.4 651.2
91.1 95.6 98.1
“51.4 521" 51.8
(6.4) _(B.2) (4.8)
$.926 $.942 $_95.8
34.1 34.1 34.1
$ 272 $276 § 2.81

1.6%
4.1

2.0
14.9

1.7

2.7
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soar HIGHLY CONFIDENTL  ppoypriETARY

Bear maintains a (8 in millions) . 1993 | 1995 | 1996 | 1997 '] 1988 | 1999 |

conservative 53%

Assets -
equity ratio which Net Utility Plant $1,439.6 $1,440.8 $1.462.1 $1,472.6 $1,464.3 $1,431.2
e i an . . , . . . , . , . , .

grows to 56% over i

from operations Other Deferred Debits 40.0 50.2 48.7 457 39.5 34.3
exceeds capital Cash and Gash Equivalents(a) 7.9 157 83 10.3 24.8 81.1
mkbm:Q:Cwmm S\ Other Current Assels 192.3 194.6 191.7 203.9 213.3 272.3
$80-120mm per

annum Total $1,777.4 $1.807.0 $1.836.9 $1.866.2 $1.8763 $1,883.9

Liabilities and Equity

Common Equity ~ $ 6476 § 6630 $ 6804 $ 7011 0§ 7219 J..m 743.0
Preferred Stock 80.0 80.0 80.0 80.0 80.0 80.0
._,oﬂm_ Debt 488.6 510.4 454.5 519.1 462.4 513.0
Current Liabilities 117.4 126.3 85.0 S.m.m 175.5 123.0
Deferred Income Taxes(b) 387.1 375.1 388.1 394.0 394.5 386.1
investment Tax Credits 55.6 522 48.9 45.5 42.1 _. 387

Total $1.7774 $1.807.0 $1,836.9 $1,866.2 $1,876.3 $1,883.9

(a) Includes lamporary cash invesiments, other special Invesiments and working fund,
(by Includes regulalory liabilitles

10




Both companies
exhibit a balanced
and high quality
operational profile

11
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Operational Comparison

Electric Customers - 1994
Residential
Commercial
Industrial
Other

Total

Busbar Costs (mills per kwh) - 1994
Fuel
Q&M
Capital

Total

Average Residential Revenues per kwh sl
Ay

‘Average Industrial Revenues per kwh
Summer Peak - MW - 1994
Reserve Margin - 1994

Generation Mix - 1994
Coal
Nuclear
Hydro
Qil
Purchased

Source. Company Annuais and Gotdman Sachs Research

| I

PROPRIETARY

e [ra— Nl l \ N FETy |

__l....L

273,148 86%

985,609 B8%

128,505 11 42,567 13
6,228 1 522 -
1,645 - 805 1

1,121,987 317,042
10.1 17.5
9.9 8.5
16.0 10.2
36.0 36.2
80.1 75.3
47 .1 44.9
7,108 2,194
14.5% 29.6%
64% 99%
29 -
5 -
- 1
2 .



Bear’s all-time high
stock price was
approximately $34,
13% above current
levels

12

WIGHLY CONFIDENTIAL

Weekly Common Stock Price History

24

Closing Market Price ($)

34
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32

30

I
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S

26

L
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22 A

il

18

A

1/1/91

Bear

171192 :ﬁa. " 11/04
Week! lo 8/4/95

1/1/95



Bear has been a
somewhat
consistent
outperformer of the
utility index

13
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Daily Indexed Common Stock Price History

Indexed Price

105

100

95

g0

85

80 --

75

4/1/94 7/1/94 10/1/94 1/1/95 4/1/95 71/95
Dally 1/3/84 1o 7/27/95

Arch e Bear
S&P 24 Utllitles




Over a longer term,
Bear and Arch have
traded in a similar
manner at premium
levels to the
Industry averages

Bear, however, has
produced superior
earnings growth
rates

14
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Mon

y Market to Book Ratio

2 - : Arch Bear
Current Market to Book 1.63x 1.58%
10 Yr. EPS CAGR 0.7% 2.3%
1.8 5Yr. EPS CAGR 3.6 6.5
1.6
-t
2 1.4
2 1.
°
g
5 1.2 -
s
1
0.8 -
Om .._1....,-|.-.I, TI..:I.leri-.. B ST .-..I._'ql.l..- e v feam ii_.:.l..-..,.:.1T.I....i — -}

7/85 5/86 3/87 1788  11/88  9/89 7/90 581 3/92 /93  11/93
Monthly Juiy 31, 1985 to July 31, 1985

-—— Bear —— Arch

. :.T. - - _
9/94 7/95



Arch and Bear have
similar payout
ratlos, similar yields
and therefore
similar implied
future dividend
growth rates

15
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Dividend Yield History

Yield (%)

8.0
7.78
7.5
7.25
7.0
..m...&

6.5

.6.25

6.0

PROPRIETARY

4/1/94

Arch

711194

10/1/94 1/1/95 4/1/95 7/1/95
Daily 1/3/94 to 7/27/95

Bear

d— e



Both Stocks are
trading at or near
their average
relative historic
performance

A lower exchange
ratio implies a
-greater Arch market
performance

Average: 0.80

16
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Daily Exchange Ratio History

. Exchange Ratio (x)

0.86

0.84

0.82

0.8

0.78

0.76

0.74

U

ey ——
T

371484 6/1/94

Ratio Bear/Arch

8/1/94 12/1/94 3/1/95 6/1/95  9/1/95
Daily 1/3/94 to 8/4/85
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Monthly Exchange Ratio History

A five year 0.865
exchange ratio
history points to a

similar pattern 0.84 > \
Today'’s relative 052 A /\ \ | \
stock prices seem ,. / ‘
to represent a fair : > /
portrayal of average 0.8 \ < / C -f— -— \J -

past performance
0.78 |
\ < \ <
0.76 _ A

A

0.72

Average: 0.79

" Exchange Ratio {X)

11491 171492 1/1/93 171184 111795
Monthly July 31, 1990 to July 31, 1895

Ratio Bear/Arch
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Various Valuation Methodologies

Several valuation
methodologies are
considered in
arriving at
appropriate
valuation for a
combination with
Bear

Valuation

18




There are a number
of factors that need
to be considered
when deciding on .
an appropriate
exchange ratio

19
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Parameters of Setting the Exchange Ratio

Primary Factors
® Financial

Relative market capitalizations - current and historical
Contribution analysis

Degree of dilution
Degree of dividend pick-up
Degree of available synergies
OOBnmqmc_m company analysis
Precedent transaction valuation
Discounted cash flow
Dividend discount model

Secondary Factors
B Social

&
n
&
]

Degree of board control .

Initial and ong term control of CEQ position
[nitial control of key management positions

Location of headquarters

Name of NewCo

Perceived autonomy of operating company
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Earnings Estimates - Sensitivity Analysis
Defining the Range of Dilution/Accretion

Al o L e [ e e oo | ci

future earnings Arch Plan $2.83(a $2.85 $3.05 $2.96 $3.10 2.3%
potential of both

Arch and Bear is
required to assess
the attractiveness of
any transaction

Bear Plan $2.48 $2.58 $2.72 . $2.76 $2.81 3.2%

Breakdown

- Base C::E 28t 226 227 223 225 . -(0.7)

- gm;ﬂs@ _:;_a_éw 0.02 0.15 0.26 0.32 0.33 201.5

- Non-Utility 0.16 0.18 0.20 0.22 0.24 10.7

- Holding Co. Adjustment {0.01) (0.01) (0.01) (0.01) (0.01) —
Total $2.48(b) $2.58 $2.72 $2.7 $2.81 3.2%

(a} Befors 18¢ one-time impact of rale refund,
{v) YTD Bear running 24¢ behind plan dus 1o wealher and VSP,
20
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Comparison of Selected Companies

-

Both Arch and Bear - . 1.
wwmwm% Mw % M \MH\W . o ,mmﬂﬁm@ .Ecm_%.:n -1995E a_mﬁa." .._.M_.Mum_”.
premium to - Company - . - - | 1996E Yield Baook | Flow .
comparable Bear $1,009 11.9x 13.0% 6.9% 83.3%  1.57x 5.5x
companies Arch 3,689 12,0 13.7 6.8 82.7 1.65 6.0
Premium historic CILCORP 459 10.8 10.9 7.0 76.9 1.31 4.5
ROE levels have ClINergy 4,054 11.8 10.8 6.6 81.9 1.64 7.1
afforded both - llinova 1,863 10.7 10.2 4.1 45.5 1.25 8.1
companies premium IPALCO 1,253 12.0 11.5 6.5 81.5 1.55 5.9
P/E and M/B ratios KU Energy 997 12.0 11.9 6.4 86.2 1.61 8.0
. Kansas City Power & Light ~ 1,362 ~ 10.7° 132 7.1 867 156 52
NIPSCO 2,092 12.4 14.0 4.8 61.2 1.84 6.0
UtiiCorp 1,214 12.0 10.1 6.4 80.0 1.31 4.8
WPL Holdings 877 12.1 11.5 6.8 84.3 1.46 47
Weslern Resources 1,891 11.8 10.4 6.6 77.7 1.27 8.9
Average 11.6x 11.5% 6.2% 76.2% 1.48x 6.3x
{(a) Goldman Sachs Research eslimates.
21




Arch contributes
approximately
75-80% of attributes
to a combination

2z

Market Capitalization

Net Income 94

Plan Net income 95E

IBES Nst Income 95E

Plan Cash Flow 85E

Book Value 54

Tolal Assels 94

"Revenues 94

W —

L T88%

.. 793%

76.2%

. 78.1%

qm—-ﬁﬂ\o [ .. .

U Tne%

78.8%

0%

10%

20%  30%
® Arch

Y T

40%

L]
50%

.

60%

70%

80%
R Bear

90%

100%



A DCF analysis
points to a midpoint
exchange ratio of
1.12x

23
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Discounted Cash Flow Analysis

Bear

Cash Flow from Operations  $181.4 $189.2 $188.9 $189.1 $ 184.8
Capital Expenditures (97.5) (103.0) (97.0) 82.4 62.3
Free Operating Cash Flow $ 839 . $ 86.2 $ 91.9 $106.7 $122.5
Net income $ 958
Terminal Value at 12x . $1,149.6

oo f - vale | Premiumto }Exchange Ratio
Discount Rate § .Per Share. - Market: -}  ~ Range
1% $40.79 37% 1.14x
12 40.25 35 1.12
13 39.72 34 1.11



A dividend discount
analysis points'to a
midpoint exchange

ratio of 1.07x

24

- —amy [EN [ [ ] [S— ) L b

HIGHLY CONFIDENTIAL  PROPRIETARY

ysis

Dividend Discoun
Bear

na

Current DPS - 52,04 . -

 Potential Annual

Discount Rate .
DPS Growth 10.0%
2.0% $34.00 $29.14 $25.50
3.0% $40.80 $34.00 $29.14
4.0% $51.00 $40.80 $34.00

Implied Exchange Ratio Range 71-1.42x

Midpoint of Range =~~~




[R— — ——r— [S— [S— [ — [E—— [, [ L e aend Lo, "

HICHLY CONFDENTIAL  PROPRIETARY

Precedent Transaction Comparison

JUtah P&L § towallingis

Board Members 1802 14104 10106 1009 B9tlo8 14105 17103 11108

% Ownership 98/2 71/29 83/37 60/40 60/40  57/43(a) 57/43 56/44 50/50 47/53 -
EPS Multiple - LTM 12.1x 29.2x  12.8x 16.0x 13.3x 20.6x 14.7x 11.6x G.ox. 12.4% 11,6 - 29.2x
Gross Cash Flow 6.3 5.8 7.6 7.1 5.6 7.5 6.3 4.4 6.1 6.3 44-7.6
Dividend Pick-Up ﬂm#oo\n z> ‘m#oo\w‘ mn.oo\o.. 59.4%  40.0% (1.0)% 2.0% 0.0% " 10.0% {1.0) -'124.0%
mn.v.o.w Value _ﬂa:_:v_m 2.0x 1.2x  ~ 1.7x 2.5% 1.3x 1.7% 1.8% 1.2% 1.8x 1.4x 1.2-25x%
Premium to Market 50.0% .- 85.0% 30.0% 56.0% 17.4% 62.0% ma.o.,x. 0.0% 2.0% 19.0% 0.0-65.0%

{a) Does notinclude cash portion recefved by KGSE bharehoiders. Percenlags ownarship based on 0.8512 axchange ralio,

25



—_— -~ — U — J— ey — — —— —— el | —t (] ] eyl

HIGHLY CONFIDENTIAL  PROPRIETARY

Precedent Transaction Comparison
Ownership Greater than 60%

Southern S E .. - Wash.

Company/  Industries/ - i

- Wate/ -~ Implied

Savannah - ,.m:.mqmi | lowa ° o..m:&::m.E - Sierra Exchange
~ Electric  GuifStates  Southern- =~ PSI. . . Pacific.. - .. Ratio
% Ownership 98/2 7129 63/37 60/40 60/40 |
EPS Multiple/ LTM 12.1x 29.2x 12.8x 16.0x 13.3x 16.7x 1.04x
Gross Cash Flow 6.3 5.8 7.6 7.1 5.6 6.5 0.91
Book Value Multiple 2.0x . 1.2x 1.7% 2.5% - J.mx . A;..\x B o.m:‘ )
vaaaaa §E@ | 50.0% | mm‘.onv\o mo.o.u\o. 58.0% 17.4%. 44 1% 1.19

0.91-1.19x

Implied Exchange Ratio Range

Midpoint of Range -

26
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Estimated Annual Pre-Tax Synergies(a)

The pro forma <50

analyses contain

Deloitte and a0 f. : _ i

Touche’s mhxﬁmﬁQh\ Annual Pre-Tax Synergies

estimates assuming LR o e Tax Sinerglestt)

$570 million of R

synergies over a 10 . ss0 1

year period .w.,.

.m. $50

Our analysis shows 5

50% of this amount s

flows to e
-~ ~shareholders - - - £

w 330 T

A higher retention 5

rate could justify a s

higher exchange

ratio Bor.

$0 + : :
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Years
{a) _Source: Deloille & Touche,
(b}  Doss nolinclude costs lo achieve of $15.0 and $6.3 milion in 1997 and 1998, respeclively,
27




Unlike several
recent utility
combinations, labor
savings will not be
the dominant
category

This combination
can be justified
based on several
operational areas of
synergies

28
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ynergies

$ in millions

Category

Corporate & Administrative Programs
Labor

Electric Production

Purchasing Economies (Nonfuel)
Gas Production

Facilities

Total Savings

Costs to Achieve

Total

{a) Coststo Achteve of $15.0 and $5.3 million in 1997 and 1998, respeclively,

$202.6
198.3
84.1
68.8

37.1
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Summary Pro _uo:jm Merger Plans
Pooling Transaction

-- Exchange Ratio
Aggregate Consideralion($MM) 81 .oE $1,161 $1,222 $1,283 $1,344
———eeee———1—>Premium to Market 15% 21% 27% 33%
1995 Implied P/E 12.0x 13.7x 14.5x% 15.2x% 15.9%
1995 Implied Market to Book 1.53 1.75 1.84 1.94 2.03
EPS Pickup/Dilution to Arch .

- 1997 $ 3.05 3.0% 1.7% 0.5% (0.7Y%
1998 - 2.96 4.2 2.9 1.7 0.4
1999 3.10 3.4 2.1 0.8 (0.4)

EPS Pickup/Dilution to Bear
1997 ‘ $272 0 99% 14.3% . 18.5% ..24.5
1998 _ - ‘ 2.76 6.2 103 14.4 21.4
1999 2.81 8.4 12.6 16.8 22.6
DPS Pickup/Dilution to Bear
1995 $ 2.04 13.6% 19.6% 25.6% 31.6%
1997 Payout Ratio lo Arch 83.9% 82.0% - 83.1% 84.2% 85.0%
Bear Ownership of Combined : 24.1% 25.0% 25.9% 26.8%
Entity
Nole: Assumes $570 milllon of synergles over |0 years; 50% to sharehaldars.




At the contemplated
range of exchange
ratios, Arch would
realize a modest
positive earnings
impact while
positioning itself to
capture several key
Strategic benefits

30
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$3.40 T
Assumplions: :
Exchange Ratio: 1.10 - 0.95x
Pre-lax Synergies
{50% after-tax to sharghoiders): $570mm $3.20
3.4% pick-up
$3.20 1
$3.09
$3.00 T  $2.92 0.4% dilution
'$2.83
$2.80
$2.81
0.7% dilution
$2.60 — + } |
1995 1996 1997 1998 1999

Arch EPS EEER
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1998 Earnings Sensitivity

Bear EPS required for non-dilutive combination

s I

mxo_,.m:mm mmn_o

Bear’s 1998 EPS 1
projection of $2.7 B
compares favorably
to the following
sensitivity size

$35 $2.47 $2.61 $2.76 $2.90

? s45 237 252 2.67 281

.m $55 228 2.42 2,57 2,72

$65 218 233 247 262

| $75 2.08 2.23 2.38 2,53

31




Bear would see a
major earnings
enhancement as a
resultofa
combination

32
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Potential Earnings Accretion

Bear Perspective

$3.60

$3.40

$3.20 |

$3.00

$2.80 -

Assumptions:
Exchange Raltio: 0.95-1.10x
Pre-lax Synergies :

(50% aller lax-to shareholders): $570mm

$3.40
20.9% pick-up

$3.08
24.5% pick-up

$3.04
8.4% pick-up .

$2.99
) $2.93

iia..aatutt!&ii
$2.81 - . ...t..o.;!lk\ix?ni.\uirtﬁﬁl\w‘( $2.814
$2.77 e $2.76
11.6% pick-up e $2.72
B ol
e
$2.60 t..o-...l,.Lu,‘-\\
i w et $2.58
m....xtl\f.!xxz
%2.48
MN.AO ¥ (PO, - e -t . me mmemee mnm—imeinn s mn ek e ey it e e . ——
1995 1996 1997 1998 1999

Bear EPS Yt
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Summary Exchange Ratio Ranges

Summary of
selected valuation
methodologies

. Exchange Ratio Range

EPS Pro Forma pick-up after synergies (1997-1998)

- 0-2% pick-up(a) 0.99 - 1.12
Discounted Cash Flow 141 -1.14
Dividend Discount 0.71 - _A.Am

. Comparable Transactions. - 0.91-1.19

(a) Assumas $570 million of pre-lax synergies over 10 years; 50% lo shareholders.

33
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Negotiation [tems

items will be —

negotiated this week |  Exchange Ratio . Morgan Stanley ask of 30% premium

Greenwalt Position Vice Chairman or Chairman until
retirement at 12/31/97

Bear Operating Subsidiary Board Number of Arch mm&@
Break-up/Termination-Fees _ ~ Amount for each party
Oﬂomm Stock Onzo:m Amount granted to each party -

34
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Potential Organizational Structure

-

Multi-state utilities
are usually
Structured as
registered holding .
companies Holding Company
The perceived
autonomy of an
operating subsidiary
may help to reduce
the control premium
paid

Subsidiary Companies

Achievement of synergies
Creation of Service Company
Waiver to maintain gas/non-utility
Subsidiary boards

Issues

35
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Factors Affecting Arch’s Vulnerability

The announcement

of a transaction with . . e
Bear does not, in ] Wmm:%mﬂﬁ:oa announcement of lransaction M Market capitalizalion/size

and of itself, lead to m  Strong valuation
a significant
increase in Arch’s B Few likely polential interlopers
vulnerability R Current Arch articles and by-laws @ Enlergy

= Southern Company
-+ Central & Southwest

= Unicom
B [ndustry environment/trends © ClINergy

[Factors Reducing Vulnerability

Factors Enhancing Vulnerability -

B Interlopers ability to pay acceptable premium
| . Oo:mo_mam__o:\gmb activity 2 _Pooling of inlerest trealmenl imperalive
S C - Significant synergies required to olfset
EPS dilution

Onse! of competition o
® “Built in" repellents

Missouri Commission/statules
Callaway/NRC
®  Overall M&A environment ~ Unions

M Hislorical lack of unfriendly success in utility
industry
No additional fiduciary responsibilities
from Bear announcement!

36
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Potential Interlopers
Arch

A hostile offer for Market 1995E Pick-up/ { Dividend Impact

Arch could be an Company Capitalization Dilution(a) to Arch:

expensive Southern C 4,47 1.0% 9 N

proposition outhern Company $14,474 0% 8.5% o}
UniCom 5,869 (8.9) 10.2 No
Entergy 5,665 (6.8) 38.3 Yes
Cenlral & Southwes| 4780 (8.0) 309 No

] . CiNergy .~ . - 4054 - - @3- 274 7 No

Western Resources - 1,891 (14.2) 25.6 No

{8) 30% premium, assumes synergies of 5% nen-luel O&M: 50% lo shateholders. Assumes pooling avaiable,
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Potential Interlopers

Bear

Several utilities in

. wie oo F. - Market . §. - Pick-up/ - IDividend!mpact] = .
the region will : Company Capitalization . Dilution(a) to Bear Contiguous
examine closely UniCom $5,899 . 33% 13.5% Yes .
their ability to top
the terms of an Arch CINergy . 4,054 1.1 30.9 Yes
combination NIPSCO 2,092 (1.3) (6.2) Yes

Western Resources 1,891 | (4.0) 29.3 No
Minova | . 1,863 (6.6) (20.5) Yes
LG&E 1,277 (3.3) 10.3 No
IPALCO 1283 (62) . ..288 . No.

| C::muo:u. 1,214 (2.7) | 23.7 No
KU Energy 997 (2.9) 26.6 . Yes

CILCORP 459 (15.8) 38.4 Yes

(a) 35% premium, assumes synargles ol 6% non-fuel Q&M; 50% lo shareholders. Assumes oOo.:_.._o available.
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Potential Lock-ups an

rance

-

include protecting -
the transaction from
interlopers and
keeping
management
focused on the
tasks of merger
approval and
successful
transition to
combined
operations

Expected Outcome

Break-up Fee To be paid by party terminating merger
. ~agreement under certain circumstances

Cross Stock Options Option at market to purchase each others’
stock

terminated or forced to relocale in

Severance to Officers Severance package to any officer 3
_ m\ years
following merger .

39
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Arch Company

Presentation to the

Board of Directors

Goldman, Sachs & Co.
August 11, 1995




'

The proposed
combination
provides both near
and long-term
benefits to Arch’s
customers and
shareholders

HIGHLY CONFIDENTIAL PROPRIETARY

Rationale for Combination with Bear

Earnings Driven

Potential synergy retention enhances earnings growth
Diversity of earnings driven factors

- regulation
- fuel

- customers

Long-Term Strategic Driven

Proactive response {o acceleraling industry competition, deregulation and consolidation
Opportune mvnamoj to high quality neighbor with succession issues
Costs reduction potential will enhance competitive position in the region

~ customers in superior position

Tap low cost coal generating portfolio

Utilization of Bear's excess capacity . -
- reduced future capital budget

Obtain access to strategically located transmission interconnects

Larger and stronger combined balance sheet will help to better withstand future
competitive battles

Posilions Arch as a premier entity in the midwest region
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Daily Exchange Ratio History

-

Both Stocks are 0.86
trading at or near
their average
relative historic
performance

0.84 _1 i

A lower exchange 0.62 1__ _ -
ratio implies a .
greater Arch market
performance 08
0.78 ‘ - - - F
0.76 _ { -

Average: 0.80

- Exchange Ratio

0.74

3/1/94 6/1/94 8/1/94 12/1/94 3/1/95 6/1/95
Daily 1/3/94 10 8/10/95

Ratio Bear/Arch




Ownership Greater than 60%

% Ownership

EPS Multiple/ LTM

Gross Cash Flow

Book Value Multiple

- Premium to Markel

Smaller Company
Receives CEQ or
Chairman Spot

_Southern

.. Company/

Savannah
Electric

98/2
12.1x
6.3

2.0x

C50.0%

No

_ ms.ﬁ&&
Gulf States

71/29
29.2x

5.8
1.2x

85.0%

No (VC)

HIGHLY CONFIDENTIAL

‘Precedent Transaction Comparison

AE

_Industries/

towa -

_ Southern -

63/37

12.8x%

7.6

1.7x

30.0%

Yes

PROPRIETARY

- Cincinnati/
_PSI

60/40
16.0x

7.1
2.5%

. 58.0%

Yes

implied Exchange Ratio Range-

Midpoint of Range

... Wash, -
... Water/

. Sierra
Pacific .

60/40
13.3x

5.6-
1.3x

17.4%

Yes

16.7x
6.5
1.7x

44 1%

" Implied

Exchange
"Ratio

1.06x
0.92
0.93

1.21

0.92 - 1.21x
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DPS Pickup/Dilution to Bear

~

HIGHLY CONFIDENTIAL

Aggregate Consideration($MM)
Premium to Market

1895 Implied P/E
1995 Implied Market to Book

EPS Pickup/Dilution to Arch

EPS Pickup/Ditution to Bear

Y 1997

1998
1999 -

1995
1997 Payoul Ratio to Arch

Bear Ownership of Combined Entity

PROPRIETARY

Summary Pro Forma Merger Plans

Pooling Transaction

$1,009

11.9x
1.52

$ 3.05
2.96
3.10

$ 272
2.76
2.81

$ 2.04
83.9%

Nola; Assumes $570 milion of synergies over 10 years; 50% lo shareholders.

1,237
23%

14.6
1.87

1.0%
2.2
1.3

16.8%
12.8
15.1

23.2%
83.6%
25.6%



At the contemplated
range of exchange
ratios, Arch would
realize a modest
positive earnings
impact while
positioning itself to
capture several key
strategic benefits

MGHLY CONENIAL  PROPRIETARY

Potential mmqs_z.@m Accretion

Arch Perspective

$3.20 + .Pmmﬁaﬁzo_.-mu
Exchange Ratio: 1.03x $3.14
Pre-lax Synergies . . 1.3% pick-up
$3.15 + (50% alter-tax to shareholders): $570mm '
$3.10 +
$3.10
$3.05 +
$3.00 T
$2.95
32.86 $2.90
$2.90 | 1.0% pick-up
. s2.85
$2.80
$2.75
@M.I\‘O L) — t “ Jlx_

1995 1996 1997 1998 1999

Arch EPS




WEHLY CONFIDENTAL ~ PROPRIETARY

1998 Earnings Sensitivity

Bear EPS required for non-dilutive combination

Bear’s 1998 EPS

projection of $2.76 Exchange Ratio
compares favorably
to the following
sensitivity size
/ $35 $2.71.
2 s 262
P $55 2.52

$65 2.43

$75 2.33




BIGHLY GUNFIuLivare PROPRIETARY

Summary Exchange Ratio Ranges

Summary of
selected valuation
methodologies

.. Exchange Ratio Range

EPS Pro Forma pick-up after synergies (1997-1998)

0-2% pick-up(a) 0.99-1.12
Discounted Cash Flow 1.13-1186
Dividend Discount 0.72-1.45
noaum._‘mc_m.ﬁ‘.m:mmo:o:m . _ C 7002 - 101

{al Assumes $570 milion of pre-tax synargles over 10 years; 50% lo shareholdars.
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Arch Ownership

Institutional Investors , -Shares Held % of Total

Wells Fargo Inst. Tr Na . _ 1,943,715 1.90%
Bankers Trust Company 1,600,048 1.57
Duff & Phelps Invt Mgmt 1,420,900 1.39
Banc One Corporation : 1,316,807 1.29
Pioneering Management Corporation 1,105,000 1.08
Dean Witter Discover & Co. 1,028,500 1.01
Merrill Lynch & Co. Inc., 982,133 0.96
College Retirement Equities Fund . 960,800 0.94
State Street Boston Corporation . .909912 . . - .. 0.89
Putnam _sm:m@mama Company _:ooﬁoqmﬂma 780,172 0.76
Mellon Bank Corporation 613,229 - 0.60
Equitable Life Assurance 574,325 0.56
New York State Common Emp Ret System 531,000 0.52
Nicholas-Applegate Cap. 500,052 _0.49
Total 14,266,593 13.97%
Total Institutional Shareholders (198 institutions) 26,768,808 26.91%

Source: Spectrum Institutional Ownership report, data as of March 31, 1995.




HIGHLY CONFIDENTIAL PROPRIETARY

Bear Ownership

-1 Shares Held % of Total

Institutional Investors

Franklin Resources Incorporated 2,139,400 6.28%
Duff & Phelps Invt Management 705,000 2.07
Reliance Financial Services . 558,200 1.64
Usaa Investment Management . 541,000 1.59
Wilshire Associates, Incorporated 539,800 1.58
Wells Fargo Inst. Tr Na 480,776 1.41
College Retirement Equities Fund 435,909 1.28
“Bankers Trust Company - 394,207 1.16
Mellon Bank Corporation . - . 347,185 - 102,
~Jefferson Pilot Corporation | 244,850 0.72
Florida State Board of Administration 220,000 0.65
Dean Witter Discover & Company - 200,000 0.59
Texas Teachers Retirement System 200,000 _0.59
Total 7,006,307 20.56%
Total Institutional Shareholders (92 institutions) 9,361,381 27.48%

Source: Spectrum Institutional Ownership report, dala as of March 31, 1995,
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No. 72 o Co
DATA INFORMATION REQUEST
Union Electric
CASE NO. EM-96-149

Requested From: Jim Cook
pDate Requested: 02/22/96
Information Requested: See Attached

Reguested By: Mark Oligschlaeger

Information Provided: _S€€ attached.

"The attached information provided to the Missouri Public Service Commission Staff in response to the above data
information request is accurate and complerce, and copntains no material misrepresentations or omissions, based upon present
facts of which the undersigned has knowledge, information or belief. The undersigned agrees to immediately inform the
Missouri Public Service Commission Staff if, during the pendency of Case No. EM-96-149 before the Commission, any matters are
discovered which would materially affect the accuracy or completeness of the attached informaticn,

If these data are voluminous, please (1} identify the relevant documents and their location (2) make arrangements with

requestor to have documents available for inspection in the Union Electric office. or other location mutually agreeable.
Hhere identification of a document is reguested, briefly describe the document (=.g. book, letter, memorandum, report}

and state the following information as applicable for the particular document: name, title, number, author, date of
publication and publisher, addresses, date written, and the name and address of the person(s) having possession of the
document. As used in this data request the term "document{s)* includes publication of any format, workpapers, letters,
memoranda, note#s, reports, analyses, computer analyses, test results, studies of data, recordings, transcriptions and
printed, typed or written materials of every kind in your pessession, custody or control within your knowledge. The
pronoun *you™ or “your® refers to Union Elecrtric and its employees, CONIracLors, agents or others employed by or acting

in jts behalf.

Date Response Received:

Prepared By: Daniel F., Cole

ceem = m 19967




. . ’ No., 72
DATA INFORMATION REQUEST

Union Electric
CASE NO. EM-96-149

Actachment

Requested From: Jim Cook

pate Requested: 0z2/22/96

Information Requested:

RE: Follow-up to DR #34; )

Pleage provide the following documents relating to the transition management task force process:

1) the "As Is® yeports prepared by each transition team;

2) the "Should Be" reports prepared by each team;

3} on an ongoing basis any documentation issuedlby the transition teaks, the eteering committee and Preject
Administration Group in relation to the Integraced Transition Strategy (scheduled for completion mid-Feb,) and the
implementation Plan (scheduled to be complete March 29), at the time such reports are available.

supplemental Request No, 72:

Please provide che preliminary Should Be Reports.




| ’ .
- DATA RESPONSE CONFIDENTIALITY CLATIM

The attached response, or parts thereof, to Data Request
mpSCz “].2 has been marked as Highly Confidential, Proprietary,
or both. TUnion Electric is providing the information requested
pursuant to the terms of the Protective Order issued by the
Missouri Public Service Commission, in Docket No. EM~96~149. The
grounds for this designation are indicated below:

EIGHLY CONFIDENTIAL

The attached response is Highly Confidential because it
contains information concerning: '

1. material or documents that contain information
relating directly to specific customers;

V4 2. enployee-sensitive information;
3. marketing analyses or other market—specific

information relating to services offered in competition with
others;

4. reports, work papers or other ‘documentation related
to work produced by internal or external auditors or consultants;

/ 5. strategies employed, to be employed, or under
consideration in contract negotiations.

PROPRIETARY

The attached response is Proprietary because it
contains information concerning:

1. trade secrets;

i/ 2. confidenﬁial_or' private technical, financial and
business information. .

2 /2/ % : 4
/Daté | | Cj;/&//

#5195 HM?BOEQ




Supplemental Request No. 72
Data Information Request
Union Electric
Case No. EM-96-149

Information Requestéd:

Please provide the preliminary 'fShould Be" rcports.

Information Provided:

Union Electric Company (UE) objects to this request on the basis that it calls for
"HIGHLY CONFIDENTIAL" information as those terms are defined in the
Protective Order issued December 13, 1995, in this proceeding. In particular, this
information is "HIGHLY CONFIDENTIAL" in that it contains employee-sensitive
information.. ‘

Without waiving its objec;tion, UE provides the following response.

The preliminary "Should Be" reports are voluminous and are available for review at Union
Electric Company'’s offices at a mutually convenient date and time,

Prepared by Daniel F. Cole




10 Year Merger Savings Summary

Team Savings Summaries
Less Enabled Savings

Net Merger Savings

o ..2.0.8&

1. All savings in millions of dollars.

2. Transilion costs include pre-merger and post-merger transition costs.

Highly Confidential

$267.6 | $491.6 | $7592 | ($73.1) $686.1
(12.8) (29.6) (42.5) - (42.5)
$254.8 | 34619 | 87167 | (373.1) $643.6

Page 1



SUMMARY OF TEN YEAR MERGER SAVINGS

(All costs st

Page 2

NO
~ Savings Netof
Transitlon Costs
FINANCIAL & CORPORATE SERVICES
Controllcr's 20,586 1,982 22,568 11,677 - 11,677 34,245 148 - 148 34,097
Internal Audit 6,598 ; 6,508 . . . ' 6,598 $ . $ 6,593
Tax 4,185 - 4,185 41,128 - 41,128 45312 - - - 45312
Treasury 3,663 - 3,663 8,539 - 8,539 12,102 1,481 383 1,864 10,338
Engineering & Caonstruction 6,478 3,913 15391 1,947 2,344 4,291 19,682 229 - 229 19,454
General Counsel and Secretary's 1,992 - 1,992 44,726 - 44,726 46,718 20 - 20 46,698
Total Fin & Corp Services 43,502 10,8%4 54396 108,017 2,344 110,361 164,757 1,883 343 2,265 162,492
MERGER COORDINATION (25,951) - (25,951) . - - (25,951} 21,834 . 21,834 (47,785
CORFORATE PLANNING 13,195 - 13,195 1,001 - 1,091 14,286 188 . 188 14,09%
ENERGY SUFPLY SERVICES
Supply Services 17,019 1,278 28,297 70,435 18,626 89,061 117,358 1,881 843 2,726 114,633
Energy Supply 31,504 972 32,477 89,944 2,420 92,364 124,841 1,896 - 1,896 122,945
Fuel Purchasing 3,128 - 3,128 17,411 - 17,411 10,539 10 . 10 20,529
Environmenlal Services 5,330 - 6,330 - - - 6,330 285 - 283 6,045
Gas Supply and Operations Support 2,933 1,473 4,457 40,753 - 40,753 45,210 376 859 1,235 43,975
Total Encrgy Supply Services 70,965 3,723 74,689 218,543 21,048 239,589 314,278 4,448 1,704 6,152 JOR, E26
HUMAN RESOURCES 8,486 3536 12,021 4,218 - 4,218 16,230 1,223 104 71327 8,913
INDUSTRIAL RELATIONS . - - - - . . [ - 6 (&)
CUSTOMER SERVICES
Corpurate Commiunicalions 7,899 - . T899 3918 . . - 3,918 1,817 218 : 218 T 10,899
Cust, Services - Div Support (T&D) 9,133 2,502 11,635 263 - 263 11,898 561 - 561 11,30
Cust, Rervices - Div Bupport (Cus 5v) 20,340 - 20,540 (25) 1,879 1,854 22,394 25 39 64 22,330
Call Centers : 22,207 - 2,10 . - - 21,207 . - - 21,207
Informalinn Services 54,102 5,259 59,361 45,454 48,917 94,271 153,733 24,656 6,657 31,313 121,420
Marketing - . . LIt - 1,181 {,1R81 - - - 1,181
Economie Development - - - - - - - 42 - 42 (42)
Totul Custoner Services 113,881 7,761 121,642 50,792 50,796 101,588 221,230 26,202 6,696 32,897 190,333
TOTAL AMEREN SERVICES 114,079 25,915 249,994 IRL,661 74,186 456,846 706,840 61,783 8,887 70,670 636,171



SUMMARY OF TEN YEAR MERGER SAVINGS ‘
(A costs stated in $000)

m-iamu Ne
“Transition ¢

UNION ELECTRIC
POWER OPERATIONS - - . 1,177 - 1,177 oan 118 . e i
CUSTOMER SERVICES - . . . - . . . . .
NUCLEAR QPERATIONS - - 5 - - - . . . .
TOTAL UNION ELECTRIC . - - 1,177 - 1,177 4,177 118 . 118 !

CENTRAL ILLINQIS PUBLIC SERVICE

POWER OPERATIONS 4,457 138 4,595 13,961 - 13,961 18,555 146 156 302 18,
REGION OPERATIONS - . - 6,545 13,052 19,597 19,597 50 301 35 15,
FINANCE & ADMINISTRATION 2,294 . 2,294 . _— - 2,294 20 . 20 %
CIPS OTHER 10,687 . 10,687 - . .- 10,687 1,600 - 1,600 3,
TOTAL CIPS 17,438 138 17,575 20,506 13,052 33,558 | 51,133 1,816 458 2,274 48,
AMEREN (OTHER) - - . . . . . . . . _
[TOTAL AMEREN CORP. I 241,517 26,053 267,569 | 404,344 87257 91S8I]  759.150] 63,717 T 73,061 | 686,



LABOR SAVINGS
Expensed Labor Savings
Revenue Requirements Savings
Total Labor Savings

NON-LABOR SAVINGS
Q&M Non-Labor Savings
Revenue Requirements Savings
Total Non-Labor Savings

TOTAL MERGER SAVINGS
TRANSITION COSTS

O&M Costs
Rewvenue Requirements

MERGER SAVINGS NET
OF TRANSITION COSTS

SUMMARY OF TEN YEAR MERGER SAVINGS

(All costs stated in $000)

Highly Confidential

Year 0 Year | Year2 Year 3 Year 4 Year & Year & Year 7 Year § Year § Year 10 Tolal
T

. 5,571 14,875 24,42 25278 26,163 27,078 28,026 29,007 30,022 31,073 24

- 426 R66 1,322 1,794 2,283 2,788 3,312 3,853 4,414 4,994 26

- £,9% 15,741 15,748 27072 18,446 19,867 31,338 32,860 34,416 36,067 267

1,538 26,443 36,114 35,640 39,239 36,940 36,497 41,405 47,525 48,636 54,369 404

2,367 1424 4,661 5,681 6,654 7,885 9,114 10,177 11,288 12,431 13,533 i1

3,902 29,868 40,778 41,322 45,893 44,825 45,610 51,583 88,812 61,067 67,921 49

3,902 35,864 56,519 67,067 71,965 7320 15,477 82,921 91,673 95,503 103,988 759

42,825 19,188 1,559 1135 30 . - - . - - 6]

162 858 353 858 158 858 §58 1113 858 858 858 g

43,586 20,047 2,417 973 888 858 358 858 858 EAY 333 73

(39,6R4) 15817 £4,102 66,094 72,077 72,411 74,619 81,062 90,818 94,645 103,130 6R6

Page 4



ATTACHMENT 6

DATA INFORMATION REQUEST
Unjon Electric
CASE NO. EM-%6-149

Regquested From: Jim Cook - -
Date Requested: 03/06/96
Information Requested:

Please provide copies/access of all internal ‘and external reports, studies, analyses, presentations etc, from Goldman,
Sachs & Co. and/or any other financisl advisors regarding potential merger and acquisition options for rhe period of
last three years. This would include but not be limited to due diligence, confidential presentations to the Board of
pirectors, negotiations and/or preparations for negotiations for mergers and acquisitions, documents-for any Union

Electric officers ecc.

To the excent these documents have been previocusly provided indicate which data regquest number (s} this information was

supplied to Staff.

Requested By: Cary Featherstone

Information Provided: See attached.

The attached information provided to the Missouri Public Service Commission Staff in response te the above data
information request is accuracte and complete, and contains no material misrepresentations or omissions, based upon present
facts of which the undersigned has knowledge, information or belief. The undersigned agrees to immediacely inform che
Missouri Public Service Commission Staff if, during the pendency of Case No. EM-96-1495 before che Commission, any matters are
discovered which would materially affect the accuracy or completeness of che attached informazion.

If these data are voluminous. please (1} identify the relevant documents and their lecarion (2} make arrangements with

requestor to have documents available for inspection in the Union Electric office, or other location mutually agreeable,
Where identification of a document is requested, briefly describe the document [e.g. book, letcer, memorandum, report)

and scate che follovwing information as applicable for the pariicular document: name, ticle, number, author, date of
publication and publisher, addresses, date wrizten, and the name and address of the personis] having possession of ths
dozumsni. As used in chis data requesc the term “document (s}" includes publicacion of any formac, workpapers. lecters,
memoranda, notes, reports, analyses, computer analyses, test resulcs, studies of data. recordings. transcriprions and
Frinted, typed or written materials of every kind in your possession, custody or centrol within your knowledge. The
gronoun "vou® or “your*® refers to Union Electric and its employees, contractors, agents or others emploved by oI acting

in ics behalf.

Date Regponse Received:

Prepared By: Gary L. Rainwater




Neo. 119

Data Information Request
Union Electric
Case No. EM-96-149

Information Requested:

Please provide copies/access of all internal and external reports, studies, analyses,
presentations etc. from Goldman, Sachs & Co. and/or any other financial advisors regarding
potential merger and acquisition options for the period of the last three years. This would
include but not be limited to due diligence, confidential presentations {0 the Board of
Directors, negotiations and/or preparations for negotiations for mergers and acquisitions,
documents for any Union Electric officers, etc.

To the extent these documents have been previously provided, indicate which data request
number(s) this information was supplied to Staff.

Information Provided:

Copies of the Goldman, Sachs due diligence documentation and presentations to UE’s
Board of Directors were provided to the Staff in response to MPSC Data Information
Request No. 5. Other documentation responsive to this data request has been marked
"HIGHLY CONFIDENTIAL" and "PROPRIETARY" pursuant to the terms of the
Protective Order in place in this proceeding. In particular, this documentation is very
sensitive in nature and consists of reports, workpapers and other documentation related to
work produced by internal or external auditors or consultants and confidential or private
technical, financial and business information. As such, this information will be made
available for inspection'at Union Electric’s offices at a mutually convenient date and time.

Prepared by Gary L. Rainwater
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Confidential

Presentation to Union Electric Company

Discussion Materials

June 15, 1995
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HiaHLY CONFIDENTIAL

A combination with
Confederate has the
potential to provide
many key long-term
strategic benefits to
Union.

Balanced social
issues will be an
important factor in
moderating any
premium

Executive Summary

PROPRIETARY

M The combination of Union and ogaamﬁm would create a high quality, low cost Midwest utility poised to
grow and to exploit opportunities alforded by industry competition and deregulation

® By combining with Confederate, Union can add to its strong regional position, tap a low cost generating
portfolio, while decreasing its overall nuclear exposure
# Confederate has no nuclear generation
#  Confederate has significant excess generating omumo_q
# Confederate has strategically located transmission assets

N We believe substantial synergies can result from the combination that can benefit shareholders and
customers

2 G&A

#  Fuel costs

# Dispatch and power sales efficiencies
# Customers in a much stronger position

®  Given the age of Confederate's CEO and other senior management team, social issues, particularly as
they relate to CEQ transition and succession, can, in our view, be worked out

#  The resolution of such social issues wili impact the premium paid by Union

m  We believe that several of Union’s neighbors will have a keen interest in Confederate; thus, should Union
be interested in a merger, we would recommend proceeding rapidly to gain first-mover advantage

B We believe the key first step will be a friendly CEO to CEO approach supported by a detailed view of the
benefits and slructure of a successful transaction structure

A consistent CEQ vision would lead to several areas of analysis over a 10 week period

¥ Joint analysis of synergy potential
# Develop merger agreement
#  Negoliation of terms - social and financial
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HiGhLY CONF

Union, being three
times the size of
Confederate, would
be expected to pay a
control premium in
order to complete a
combination.

However, Union’s
strong current
market valuation
and high potential
for synergy -
achievement should
combine lo
moderate the impact
of a premium
payment

bvnad R

b |

DENTIAL

z_m_‘xmﬂ Omn:m__um:o:
1995E P/E
Market/Book
Market/Cash Flow (2)
Dividend ﬁm_a

m_moSo Ocm,oama Aooo mu
Busbar Cost (Mills/Kwh)
Short-Run Incremental Cost (Mills/Kwh)

Asset Mix:
Generating
Transmission
Distribution
Other

Fuel Mix:

Coal

Nuclear

Oil

Hydro

Purchased Power

botesd — ved ——

[Rrrowparye | o ok

Comparison of Union and Confederate

PROPRIETARY

$3,664 $1,014
12.4x 12.1x
1.61 1.56
6.9 5.7
6.8 6.9
84.1 83.3
1,122 317(3)
37.0 30.9
13.9 23.3
60.9% 46.2%
4.7 15.0
. 25.2 20.7
9.1 18.2
67% 99%
29 -
- 1
4 -

{1} Share price of $35.88 for Unlon and $29.75 {or Confederate as of 6/9/95,

(2} Cash flow information from Goldman Sachs Research,
(3} Doos notinclude 165,500 gas customers.

" Confederate
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Overview of Confederate

KiSHLY CONFIDERTIAL

Confederate
possesses several
quality attributes

PROPRIETARY

Qv

Focused primarily on ulility operations (% of 1994 Revenues: 82.6% electric; 16.4% gas)

Coal-fired generation (99%) |
Strategically located with interconnections to 12 ulility systems

Strategy to grow electric sales by 3.5% per year and gas sales by 2.0% per year

Focus on marketing to wholesale sector (300-mw of generating capacity available to market)

Low embedded cost of generating capacity ($209/Kwh) £«/

Limited diversified aclivities . (securities, leveraged _mmmmmv..

Recent history of poor labor relations (lockout in 1993)

CILCORP

CiNergy 0.15
llinova 0.16
KU Energy 0.13
NIPSCO - 0.18
UniCom 0.16
UtiliCorp 0.18

Western Reso

55
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Confederate
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PROPRIETARY

M/dm‘¢//¢/‘ Monthly Common Stock Price and Volume History
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HiGHLY CONFIDENTIAL

Confederate and
Union have both
been above market
performers over the
past 5 years

ed e

VPP

Monthly Indexed Common Stock Price History

Indexed Price
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HiGHLY CONFIBENTIA

Recent price
performance has
been more in-line
with industry
averages
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Daily Indexed Common Stock Price History

Indexed Price
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Daily Common Stock Exchange Ratio History

HIGHLY CONFIDENTIAL PROPRIETARY

Stock combinations 0.86
are expressed as an

exchange ratio of osa M
Confederate’s stock B
price divided by R
Union’s stock price. 062 —ki - \
The ratio has 2 E il | P ,;
averaged about .79 ,.m 0.80 A T
over the past year 2
and is currently at 5 o078 : . A
82 g z g |
| 076 - _ _ | Z?
. A g
0.74 .
0.72 ‘
8/1/94 10/1/94 12/1/94 2/1/95 411195 6/1/95

Daily 6/9/94 10 6/9/95

\ Confederale/Union
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0y, Selected Research Views
HHLY ConFipewy . PROPR|

The street has a

positive view of L ]
Confederate Fitch 12/19/94 Credit Trend: Stable
“exceptional financial condition, favorable generating
_ . resources, compelitive wholesale and retail rates, and
supportive lllinois regulation.”

“interest coverage of 4.94x is well above average”

“not burdened with nuclear investment, regulatory assets,
material off balance sheet liabilities, or purchased power
obligations”

Strengths -

Excellent financial condition

Strong cash flow from operations N
Competitive rates; limited regulatory risks
Conservative management team

Nuclear-free operations

Low-cost generating capacily available for wholesale
transactions

Geographically positioned to transmit third party energy
Electric business balanced by small gas distribution
segment

Weaknesses -

Moderate retail demand growth

Seasonality; earnings volalility based on summer load
Frayed labor-management relations
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- Comments

“Confederate believes that its competitive advantages will
help it to be sucessul in a deregulated market. Such
advantages include low embedded cosls versus its
neighbors, competitive average production and variable
costs, and a strong transmission system"

“Confederate has embarked on a mission of cost-saving
measures and business process re-engineering”
“Confederate’s transmission system, generating capacity
and strategic location help-it to compete effectively for
‘interchange’ sales among utilities buying and selling
economy or emergency power”

“On the natural gas side... current challenges include
implementing mandated employee training programs,
furthering integration of technology and-reducing costs.” -

Hold for moderate dividend growth

Very strong balance sheet and a moderate construction
program likely to be completely funded internally

“Confederate’s financial position is strong”

“Confederate has strong cash flows, and is in a very
compelitive position”

“Low-cost energy is Confederate’s competilive advantage
to attract and retain industrial customers”



Confederate’s
management team
may be facing
critical succession
and retirement
issues
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Confederate Officers and Directors

HigALY CONFIDENTIAL

- Name
Clifford L. Greenwalt
William A. Koertner
John C. Fiaush
Craig D. Nelson
LLowell A. Dodd

Name
William J: Alley
Clifford L. Greenwalt
John L. Heath
Robert W. Jackson
Gordon R. Lohman

Hanne M. Merriman
Donald G. Raymer
Thomas L. Shade
James W, Wogsland

PROPRIETARY

L T officers
Title

—_—

.President and CEO

Senior Vice President, Secretary and CFO

Controller, Chief Accounting Officer and Asst. Treasurer
Treasurer, Asst. Secretary and Asst. Controller

Senior Vice President, Operations - Utility Subsidiary

" Directors” -
Position

Retired Chairman & CEQ, American Brands, Inc.

President & CEOQ of the Company

Retired Chairman & President, L.S. Heath & Sons, Inc.
Retired Senior VP, Secretary & CFO of the Company
President & CEQ, AMSTED Industries, Inc.

Principal, Hanne Merriman Associates

Retired President & CEO of Company's principal subsidiary
Retired Chairman & CEQ, Moorman Manufacturing Co.
Vice Chairman, Caterpillar, Inc,
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Ten Largest Shareholders of Confederate

failY CNDENIAL  PROPRIETARY

Confederate’s S Market. | SharesHeld | ~ = % | Shares Held

institutional Institution Value(a) of Confederate of Total of Unlon

ownership, although

low, is comprised of Franklin Resources Inc. $64,182,000 2,139,400 6.3% 0

several high quality Duff & Phelps Investment Mgmt 21,150,000 705,000 2.1 1,420,900

institutions
Reliance Financial Services 16,650,000 555,000 1.6 350,000
USAA Investment Mgmt 15,900,000 530,000 1.6 0
Wells Fargo 14,456,820 481,894 1.4 1,882,651
College Retirement Equities Fund 13,077,270 435,909 1.3 950,900

I~ Bankers Trust Company ‘ - 11,838,710 394,557 ‘ 1.2 1,621,848

Wilshire Associates, Inc. 11,202,000 373,400 1.1 293,800
Jefferson Pilot Corp. 8,326,500 277,550 0.8 0
Florida State Board of Administration 6,600,000 220,000 0.7 72,500

(a) Marksl Value of Conlederale shares as of 6/8/95

Source: Spectium Institullonal Ownership, March 31, 1995
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Pro Forma Merger Plan

Hiiy (g~ PROPRIETARY

o5 Premium to Market™ -

Union’s strong

share valuation will - 25% |
allow for a b,ﬁmamc.a Aggregate Consideration $1,175 $1,278 $1,380
offer that can yield Conlederate Price per Share ‘ $34.50 $37.50 $40.50
. . Price/Earnings Multiples (a)

earnings accretion - 1995E 12.2x o 14.1x 15.3x 16.5x
a somewhat urmque 1996E 11.7 13.4 14.6 15.6

¥ Exchange Ratio 0.95 1.03 1.12
and positive % Owned by Confederate 24% 26% 27%
oufcome '

Union Shareholder Perspective::
% Pick-Up (Dilution) to EPS, without synergies

1995E(a) $2.90 (2.7)% (4.7)% - {6.6)%
1996E(a) 3.05 (2.7) (4.7) (6.6)

% Pick-Up (Dilution) to EPS, with $20mm AT synergies(b)
1995E(a) - : $2.90 . : - 2.5% 0.4% {1.6)%-
1996E(a) 3.05 2.3 0.2 (1.8)

Confederate Shareholder Perspective:
Pick-Up (Dilution) to Dividends Per Share

Indicated $2.04 13.8% 23.7% 33.6%
% Pick-Up (Dilution) to EPS
1995E(a) - $2.45 15.5% 23.0% 30.1%
1996E(a) 2.57 15.0 22.7 29.8
Addilionat Pretax Synergies Needed to Break Even
{$ in millions)
1995E 32.4 57.7 82.8
1996E 34.2 60.5 87.0

{a) EPS growing 5% lrom 1995E First Call Estimato.
{b) $53mm pre-lax synergles (7.5% of combined non-luel O&M}; 50% to shareholders
Note: Unlon share price of $36.25, Confederate share price of $30.00 as of 6/8/95 and 35% lax rale




The range of
potential transaction
outcomes produces
several that could
be very aftractive to
Union shareholders
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Potential Earnings Accretion

Union Perspective

Assumptlons:

Premium:

Exchange Ratio:

Pre-lax Synergy Range;

Synargies as a Percent of Combined
i Non-fuel O&M

Cenfederate EPS Growth Rate:

35-15%
1.12 - 0.95x

$42 - B4mm’

5-10%

$3.02
4.3% n_ox.cn_

r!l..x:.h

R
"0 T4Ry

$3.19

[ RRLTT

it

$3.69
4.7% pick-up

L

£3.33
5.4% dilution

1899

$3.00 $3.08
$2.90
$2.80
$2.80
3.3% dilution
$2.60 T
$2.40 } i } .
1995 1996 1997 1998

Union EPS {5% growth rale)




e g R i . - vorn d o] [ERr | hsiriod v N iimsiaid - ; J d ot ] et N ———

i
e,

Potential Earnings Accretion
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Confederate would " a0 fssumptions: 5. 459
Eﬁmc\ see a Sm.\.oﬁ . Exchange Aatio: 0.95-1.12x $3.83
. Pre-tax Synergy Range: $42 - 84mm 39.0% pick-y
earnings $3.80 Synergies as a Parcent of Combined P P
en ' T Non-fuel O&M 5-10% .
Jﬂﬂﬂwsmnn asa Confederate EPS Growth Rate: 7-3% - $3.68
resuir ora
combination . $3.60 + . $3.52
$3.24
| 32.3% pick-up $3.38 .
$3.40 + $3.42
6.4% pick-up
$3.21

$3.20
$3.00 -}

$2.80

$2.78
13.5% pick-up

$2.60

$2.45 ppee

$2.40 A } : } {
1995 1996 1997 1998 1999
Conlederate EPS (5% growth rate) [
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Potential Transaction Structure

AIGHLY CONFIDENTIA PRo
One possible Exchange Ratio: 1:0 — 1:0 (20% premium) b%\%\.ﬁ % V

balanced
transaction DPS Pick-up to CiP: $2.44 / 40¢ /120%
structure might be
along the lines of
the following

Headquarters: St. Louis
Operating identity remains in Springfield

Name: Union Electric — Parent
Central lilinois Public Service — Subsidiary (Division)

Board Split: 8 to UEP, 4 to Confederate
Chairman: . Closing to 1/1/98 — Greenwalt; Zcm__mﬂ thereafter
CEO: Closing and thereafter — Muelier

Management Positions: Senior officers remain in current positions or take optional severance
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Potential Earnings Accretion
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_ Assumptions: .

$3.80 Exchange Ratio: 1.0x . 3.54
Premlum: 20% Pro forma
Pre-lax Synergies: $63 mm
Synergies as a Percent of Combined : , 3.52

Non-fuel O&M 7.5% . ’

Confederate EPS Growth Rate: 5% , Actual

$3.40 A

$3.20 -

$3.00 1
2.94

2.90

$2.80 k “ . n !
1995 1996 1987 1998 1899
Union EPS (5% growlth rale)
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Effects of a Union
changing exchange
ratio on Union 1995E Net Income
percent ownership
0.95x=76%

1.00x=75% _ Equity
1.05x=74%
1.10x=73%
1.15x=72% Assels

Confederate |

- Cuslomers(a)

Generating
Capacity

Ownership(b)

(a) Includes eleciric and gas customers lor Confedarate,
(b) Based on scenario of a 25% premium,
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Comparison of Selected Companies

HISHLY CONFIDENTI - PROPRIETARY

Confederate does
not appear to be
materially over or
under valued in the

“price” | Market | _P/E Ratlo (2) | indicated | Dividend |. 1005E"

cap | 1995€ | 1996E | Dividend

CILCORP $36.50 $ 476  11.4x 11.2% $2.46 6.7% 76.9% 1.38x 4.5%
marketplace CINergy 2575 3996 123 117 1,72 8.7 81.9 165 89
lllinova 24.88 1,882 113 10.4 1.00 4.0 45.5 1.28 7.0
iPALCO 32.13 1,213 126 12,2 2.16 6.7 84.7 1.51 10.0
KU Energy Corp. 27.00 1,021 12.3 12.3 1.68 6.2 76.4 1.66 7.4
Kansas Cily Power & Light  22.75 1,408 120 11.4 1.52 6.7 80.0 1.61 5.2
NIPSCO 33.88 2,165 13.0 12.5 1.56 4.6 60.0 1.95 6.7
UtiliCorp 28.25 1,266 13.0 12.4 1.72 6.1 79.3 1.40 6.2
WPL Holdings 28.50 B77 12.4 12.0 1.94 6.8 84.3 1.47 51
- .- Weslern Resources . ..30.75 1,895 . 11.6 1.4 ~2.02 6.6 76.2 1.28 _ 44
Average 12.2 1.7 6.1 74.5 1.52 6.5
Conlederate 29.75 1,014 121 1.7 2.04 6.9 83.3 1.56 57
Union 35.88 3,664 124 12.0 2.44 6.8 84.1 1.61 6.9

{a) First Call Estimales, axcept CILCORP, CiNergy and KU Energy which are Goldman Sachs Rasearch aslimales.
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T

Board Members 6to6 11to8 9to8 10to 9 9to 9 “- --

% Ownership 50/50 56/44 60/40 63/37  49/51 - -
EPS Muliple - LT 13.0x 11.6x 13.3x 16.0x 12.4% 14.6-16.0x . 13.3%
Gross Cash Flow 6.1 44 5.6 7.1 6.3 4.4-7.1 5.9
Dividend Pick-Up - 0.0% 2.0%  594% - 52.0% 10.0% - 0.0%-594%  24.7%
Book Value Multiple 1.6x 1.2x 1.3x 2.5x 1.4x% 1.2-25 1.6

Premium to Market 2.0% 0.0% 17.4% 56.0% 18.0% 0.0% - 56.0%  18.9%
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_| Consideration

{in 3__.__o=£
‘Announced  Wisconsin Encrgy/Nosthern States Power $3.016 Slock 1.7x 4.2x 13.0x 6.1x
5/95
“Announced  Midwes! Resources/ 638 Stock 1.2 7.5 14.6% 4.4x
7/94 lowa-lllinois Gas & Eleclric
*Announced  Washinglon Water Power/Sicrra Pacific 623 Slock 1.2 6.4 13.3 56
G/94
“10/94 Cincinnat/PSI{d) 1,549 Slock 1.4 6.9 16.0 7.1
1194 Enlergy/Guii States Ulilities(c) 2,300 Cash/ 1.1 8.6 29.2 5.8
Stock
13/92 Kansas Power & LighV/ 992 Cash/ i MNLA. 20.6 7.5
Kansas Gas & Eleclric(l} Stock
TN IE Indusltics/ 258 Stock 1.5 N.A. 12.8 7.6
lowa Southom oo - - : - : '
*11/90 tidwest Encrgy/lowa Resources Inc. 516 Stock 1.6 N.A, 12.4 6.3
t1/8g Pacil:Comp/Ulah Power & Light 1.914 Slock 1.0 6.9 14.7 6.3
Mean 1.3x '6.8x 16.0x 6.3x

{c)
td)
{e)

(n

EBITDA multiple based on enterprise value; equily cansideralion plus assumed debl less cash. Earnings and Cash Flow mulliples based on equity
consigeralion.

Gross Cash Flow Is the sum ol nel Incomae, depreclation, deplelion and amorizallon, net ol deferred Incoma taxes and net of Invasiment lax ciedils, less
allowance lor fungs during construclion.

Dividend policy of Northern States Power will be adopled providing Wisconsin Energy wilh a 15% plek-up to lIs current dividend.,

Initially agreed lo Iitendly merger. IPALCO launched unsuccesslul hostite raid 1o block merger lor sirateglc reasons. Resulled In higher premium paid.
Competilively bid by Central & Soullh West and Enlergy.

Kansas City Power and Light launched hoslile oller, Kansas Power & Light became White Knight,

1.6x 2.0%
1.2x 0.0
1.3 17.4
2.5 56.0
1.2 650
1.7 62.0
1.7 30.0
1.4 19.0
1.8 34.0
1.6x 11.7%

2.0

59.4

52.0

MN.A

400

21.0

10.0
(1.0

229

*

L)

¢

-

Merger of Equals

Contested Transactio

Acquisitions
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y Potential Interlopers ~ PROPRIETARY
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Competition for
Confederate could

. be stiff
.. ClINergy $3,996 12.3x 11.7x 1.65x 6.7% 81.9% Jackson W. Randolph 64
Lock-up provisions Jim Rogers 47
in a friendly
flinova 1,882 1.3 10.4 1.28 4.0 455  Larry D, Haab 57

combination will be

Important KU Eneray 1,021 123 123 1.66 8.2 76.4  John T. Newlon 64
Michael R. Whitley 52

NIPSCO . 2,165  13.0 ._.o...m - 1.85 4.6 60.0 Gary L. Neals 55

UniCom ‘ - 5,680 - 9.7 9.1 . 1.04 6.0 £60.4 James J. 0.0o::o_. 58

UtiliCorp 1,266 13.0 12.4 1.40 6.1 79.3 Richard C. Green 40

Westem Resources 11,885 11.6 :.A 1.28 6.6 76.2 John E. Hayes, Jr. 57
{1) As ol 6/8/95,

(2) First Call eslimates, excepl CiNergy and KU Energy which are Goldman Sachs Research aestimales.
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%%%w Selected Midwest Investor-Owned Utilities
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Confederate seems
to be an obvious
strategic partner in
the region
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HiGHL Y CONFIDEY TAL

Resolution of social
issues is critical,
particularly in
mergers of equals
and stock-for-stock
lransactions.

The negotiation of
price and social
issues are usually
interlinked

Linking Valuation and Social Issues

 PROPRIETARY

Company Name

Headquarters

Board of Directors

" Preferred Outcome

Keep Union or choose new
neutral name; operating
entities keep existing names

Keep Union location as
corporate HQ; keep
operating HQ at
Confederate site.

Approximately divided
proportional to ownership.
Insider Directors should be
equal or favor Union

. Rationale

Maintain identity of both
existing companies;
minimize control premium
issues

Maintain identity of both
existing companies;
minimize control premium
issues

Generally proportional
allocation based on market
value. Union, as a premium
payer, probably deserves a
majority



Linking Valuation and Social Issues

HIGHLY CONFipEN TIAL

CEO

Management

" Preferred Outcome

Balanced transition with
Union CEO retaining CEQ
position and long-term
control, and Confederate
CEO initially holding
chairman position

- Senior officer positions

proportionately allocated
based on size and personal
attributes

PROPRIETARY

. Rationale

Balanced approach
minimizes premium to be
paid. Confederate CEO
may want CEQ position for
1-2 years. One side
generally retains long-term
oversight over operations

Combination success will
be driven in large part by
synergy achievement and
proactive management of
assets in an evolving
industry environment. The
highest quality officers need
to play a prominent role in
these endeavors,
irrespective of their origin
company



Next Steps

iiohlY CONFIENTIAL
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B Develop proper approach to Confederate CEO

B Form point of view on social and other issues, specifically:

transition of CEQ's

senior management team post-merger
Company name

location of headquarters

Board composition

regulatory reaction

W Determine appropriate transaction structure and further develop rationale

“exchange ratio

potential synergies
strategy of combined entity

B Setup CEO-to-CEO meeting

W Appoint core working group and begin due diligence/synergy process
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Potential Time Schedule
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HIGHLY CONFIDENTIA %%Em%

Select internal team

Develop Mueller talk sheet

Finalize potential proposed transaction structure
CEO to CEQ discussion

Board posting

Create joint synergy teams

Hire legal advisor

Joint company studies 4
Operational

Synergy

Financial

Due diligence

1
2
2
3
4
4
4

1
|
m

Dratfting of merger agreement 6-10
Fine tune social issues 8-9
Detailed Board presentation 8
Negotiate Exchange Ratio and other terms 8
Develop communicalion and regulatory plan , 8
Final Board approval 9

Public announcement 10
Deliver Proxy to Shareholders 14
Shareholder Approval 26
Closing , . 12 - 18 months
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