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Summary: ‘ ' ' : T o

Credit Rating: ' BBB-/Stable/A-3

Rationale ‘ ) .

The ratings on Unlen Electric Co., Ameren Corp.’s largest subsidlary, are based on the consolldated credit profile of the Ameren famlly of compantes. N B
Ameren's uthity subsidiaries also inctude Central Illinols Public Service Co. (CIPS), Central llinols Light Co. (CILCO), and Hlinols Power Co., which account
for roughly 55% nf net Income, Ameren's units also consist of vnreguiated Ameren Energy Generating Co. {AEGC), CILCORP Inc., the intermediate holding

company of CILCO and AmerenEnergy Resources Generating Co. (AERG) ClLCO's unregulated generation subsidiary. Ameren's unregulated busnnesses
- represent about 45% of net income.

- - » Rl . - « ~

In August 2007, the Dlinols governor signed a law under which Ameren's Tilinols ubllities, Commonweaslth Edison, and certain merchant generators will
provide a total of $1 billicn in rate relief over four years to the state's electric customers. In addition, the law created the iinais Power Agency, which wili
administer the power procurement process on behalf of the state's utilitles, replacing the reverse-auction process that had resulted in huge retall rate
Increases In early 2007, Under the terms of the pact, Ameren will provide $150 milion of the $1 bitlion. Although the finandial Impact Is manageabie,
Amerea's ratings are more a function of the apparent indifference by state leaders to the finandal health of the state's utilities during the debate over the
level of rates that had been determlned In accordance with the 1997 restructuring law, This debate ratses the praspect of future uncertainty If electric rates
agaln climb to politically unacceptable levels.- B . . R

' T
Ameren's satisfactory business profile refiects the highly paliticized envirenment In Tilinols, a restrictive regulatory climate in Missourl and the current lack
of 2 fuel adjustment clause, the challenges of owning and operating a nuclear facility whose performance has been mixed, and ownership of a riskier

unregulated generating.heet. These factors are partlally offset by Ameren's position as one of the lowest-cost power producers in the Midwest, strong
transmisston ties, and timited Industrial exposure, '

Unlon Electric is in healthler financial conditlon on a stend-alone basis, than Its parent owing to a lower debt burden. In additien, the company has a

slighdy better business pasition of 'strong’, refiecting the absence of the unregulated generatton businesses hut en:nmpasslng many of the aforementioned
attributes and weaknesses. ‘

In light of rising fue! and transportation costs, materal outiays for environmental compllance and energy Infrastructure to enhance relabllity, the company
wlll need to control costs, improve ptant performance, finance conservatively, and secure rate relief to enhance credlt quallty, A combined annual electric
and gas revenue increase request of $220 milllon I5 pending hefore the Iflinols Commerce Commission. A commission decisien Is expected In the fall of
2008. In Missourt, the company has filed for 2 $251 milllon electric rate hike and has requested implementation of a fuel adjustment clause, which wauld
allow the company to recoup fuel and purchased power costs In a more timely manner. A final rate order, Is requlred by March 2009.

Due to rising pperating expenses, the costs assoclated with the Minois concesslon package, accelerating capltal expenditures, and lack of rate reiief untll
the fall of 2008, Ameren's consglldated finandal metrics are expected to continue to slip In 2008. In this regard, Standard & Paor's expects adjusted funds

from operatlons (FFO) 1o totat debt to fall below 15% and total debt to caphtal to exceed S4%, Although adjusted FFO interest coverage is likely to decline
a blt, it shoutd remaln healthy at around 4.0x.

‘Short-term credit factors ,

i -
The short-term rating on Ameren and Union Electric 's 'A-3', Following execution of the comprehensive settlement in illinols, the company's principal
immediate facus is on significant expenditures for environmental compliance and énergy infrastructure, operational improvements, rate cases and cast
recovery mechanisms, and the competitive market for its unreguiated generation fleet. Standerd & Poor's expects that consolidated FFO will hover argund
$1.1 bHllon to §1.4 Dll:llon in 2D008. This level of cash would significantly fall short of covering rising capltal expenditures (estimated at $2.2 bllllon in 2008)
and dividends of about $550 milllen. The actual level of prospective cash flows will depend an the future amounts of rate relief ultimatety granted in



pending rate cases, '

. After paylng dawn Its remalning $250 milllon of debt in May 2007, Ameren has no outstanding long-term debt at the parent level. As of March 31, 2008,
Ameren had $186 million in cash and cash equivalents, The company faces manageable maturities with $105 million remalning In 2008, excluding ’
amartization af llinols Power Co,'s transitional funding notes.

An amended $1.15 bllllon agreemént wilk terminate on July 14, 2010, with respect ta Ameren; however, Union Electric and AEGC wlll have the option to
seek an annual renewal on a 364-day basls after their current termination date of July 10, 2008, CIPS, CILCORP, CILCO, and Illinois Power do not have
borrowling autharity under this facllity. At the end March 2008, $242 million was avallable under the $1.15 billlan multlyear revolver, which is used.
primarlly to suppeort commerdial paper pragrams,

In 2006, CIPS, CILCORP, CILCO, Illinols Power, and AERG entered into a $500 million muitiyear credit facility that terminates an Jan. 14, 2010. An
additional $500 milllon r_evalvér' w‘a_'s_éﬁte.rzd_intn on Fep, é,‘;_ODT, and also explres in January 2010. Each barrower's abligations are several, and Ameren
daesn't guarantee them. As of March 31, 2008, $315 million had been borrowed under the 2006 fadllty and $450 milllon had been borrowed under the
2007 faclily: SRV ~

N3 \..ﬂ _riel
The credit fadlities require Ameren and each subsidlary to maintain a maximum debt-to-capital ratio of 65%, with which they comfartably comply. None of
Ameren's credit facilities or financing arrangements contains ¢redit rating triggers. The $1.15 billion credit agreement does not require a representation of
no material adverse change to borrow; however, the Illinols faclilties include this requirement, subject to certain exceptians.

Outlock !

Ratings stability for Unlon Electric mirrors that of parent Kmeren and reflects the elimination of a rate-freexe threat and the manageabie rate-relief package
establlshed In Tllinols. The stable cutlook also Incorporates expectations for sufficient future rate relief In both 1llinols and Missour! and management's
continuing credit-supportive actlans. Downside momentum would result‘ from a weakening of consolldated financlal metrics beyond current expectations or
If rising power prices were agaln te become a high priorty target of the executive and legislative branches in Iincls. 1n light of accelerating capltal outlays,
rising operating, fue), and transportation m.sts, and expected slippage In the company's overall financlal condition, upgrade potentlal in the near term is
unlikely, .

Analytic services provided by Standard B Poor's Ratings Services |{Ratings Services) are the result of separame activities des'gned to preserve the independence and
objectivity of ratings oplnions. The credit ratings and abservations contained herein are solely statements of apinlon and not staterments of lact or recommendations to
purchase, holo, or sell any securities or make any other Investment dedsions. Accordingly, any user of the informatian conwined herein shauld not rely on any credit rating
or other oplnicn contalned herein in making any Investment decision. Ratings are based on information received by Ratings Services. Other divislans of Stancard & Poor's
may have infofmation that Is not available to Ratings Services. Standard & Poar's has established policies and procedures to malataln the confidentiality of non-public
information recelved during the ratings process.

Ratings Services receives compensation for I[s' ratings. Such compensation is nprmally pald either by the issuers of such securities or thirg parties participating in rmarketing
the securlties. While Standard & Poor's reserves the right to disseminate the rating, It receives no payment for doing so, except for subscriptions to Its publications, Additional
information about our ratings fees Is avallable at www.standardandpoors.com/usratingsfees. t

Any Passwords/user 10s Issved by S&P to users are stngle user-dedicated and may ONLY be used by the Individual to whom they have been assigned. No sharing of
passwords/user IDs ano no simultaneous access via the same password/user 10 |s permitted. To reprint, tanslate, or use the data or informaticn other than as provided
herein, contact Cllent Services, S5 Water Street, New York, WY 10041; (1)212.438.9823 or by e-mall tv: research_request@standardandpoors.com.

i

Privacy Notice ) ] i
Copyright © 2008 Standard & Paor's, a division of The McGraw-Hil Companies. All Rights Reserved.




RESEARCH

Union Electric Co. d/b/a AmerenUE

Publication date: 28-May-2008
Primary Credh Analyst: Barbara A Eiseman, New York (1) 212-43B-7666; '
barbara_eiseman@standardandpoors.com

Major Rating Factors

Strengths: Corporate Credit Rating
® Relatively low-cost praducer with competitive rates; . BBB-/Stable/A-3
® Limited Industrial exposure; and View ltec;verv Ratings >>

® Union Electric’s stand-alone bondholder protection measurements are stronger than that of
parent Ameren, -

Weaknesses: -
® Challenging regulatory dimate In Missoun and current lack of a fuel adjustment clause;
Inherent operating and financla! challenges of owning a nudear unit whose performance has been mixed;

Escalating capital outlays for investments in infrastructure and pollution control equlpment; and .

Parent’s investment In riskier unregulated generation business.

Rationale

The ratings on Union Electrc Co. Ameren Corp.'s largest subsidiary, sre based on the consolldated credit proflle of the Ameren family ¢f companies.
Ameren's utllity subsidiartes also indude Central lllinels Public Service Co. {CIPS), Central IMnols Light Co. (CILCO), and Illincis Power Co., which account
for roughly 55% of net Income. Ameren's units also consist of unregulated Ameren Energy Generating Co. (AEGC), CILCORP Inc., the Intermediate holding
company of CILCQ, and AmerenEnergy Resources Generating Co. (AERG), CILCO's unregulated generatlon subsldlary, Ameren's unregulated businesses
represent about 45% of net income.

In August 2007, the Illingls governor signed a law under which Ameren's Illinols utitities, Commonwealth Edlson, and certaln merchant generators will
provide a total ol: $1 blllion In rate relief gver four years to the state's electric customenrs. In additlon, the law created the 1llinols Power Agency, which will
administer the power precurement process on behalf of the state's utllities, replacing the reverse-auction process that had resulted In huge retail rate
Increases tn early 2007. Under the terms of the pact, Ameren witl provide $150 mllllon of the $1 billion. Although the ﬂ;'lanclal Impact Is manageable,
Ameren's ratings are more a function of the apparent indlfference by state leaders to the financial health of the state's utilities during the debate over the
level of rates that had been determined in accordance with the 1997 restructuring law. This debate raises the prospect of future uncertalnty If electric rates
agaln ¢limb to politicalty unacceptable levels. h '

Ameren's satisfactory business profile refiects the highly politicized envirenment In Illinois, a restrictive regulatory climate In Missourl and the current lack
of a fuel adjustment clause, the ¢challenges of owning and operating a nuclear facllity whase perfarmance has been mixed, and ownership of a riskler
unregulated generating fleet. These factors are partially offset by Ameren's position as one of the lowest-cost power producers In the Midwest, strong
transmission tles,' and limited industrial exposure. ’

’

Unlon Electric is in healthier financial condition on a stand-alone basis, than Its parent owing to a lower debt burden. In addition, the company has a
slightly better business position of 'strong’, reflecting the absence of the unregulated generation businesses but encompassing many of the aforementioned
attributes and weaknesses.

In light of rising fuel and transportation costs, material outlays for environmental compliance and energy infrastructure to enhance rellability, the company
will need to control costs, improve plant performance, finance conservatively, and secure rate rellef to enhance credit qualley. A ¢combined annual electric
and gas revenue increase regquest of $220 million Is pending before the Illinols Commerce Commisslon. A commissien decislon is expected in the fall of
2008, In Missouri, the company has filed for a $251 million electric rate hike and has reqguested Implementation of a fuel adjustment clause, which would
allow the company to recoup fuel and purchased power costs In a more timely manner. A final rate order is required by March 2009.



Due te rising operating expenses, the ¢osts associated with the Iflinois concesslon package, accelerating capltal expenditures, and lack of rate rellef until
the fall of 2008, Ameren’s consalidated financial metrics are expected to continue to slip in 2008. 1n this regard, Standard & Poor's expects adjusted funds
from eperations (FFO) to total debt to fall below 1B% and total debt to capital to exceed 54%. Although adjusted FFO interest coverage is likely to decline
a bit, it should remaln healthy at around 4.0x. :

Short-term credit factors

The short-term rating on Ameren and Union Electric is 'A-3", Following execution of the comprehensive settlement in Illinels, the company's principal
immedlate focus is on significant expenditures for environmental cempllance and energy infrastructure, operational imprevements, rate cases and cost
recovery mechanisms, and the competitive market for Its unregulated generation fleet. Standard & Poor's expects that consolldated FFO will hover around
$1.1 billlon to $1.4 blllion In 2008, This level of cash would significantly fall shert of covering rising capital expenditures {estimated at $2.2 billlon in 2008)
and dividends of about $550 million. The actual level of prospective cash flows will depend on the future amounts of rate rellef ultimately granted in
pending rate cases.

After paying dewn its remaining $250 million of debt in May 2007, Ameren has no outstanding long-term debt at the parent level. As of March 31, 2008,
Ameren had $186 million In cash and cash equivalents. The company faces manageable maturities with $105 million rematning In 2008, excluding
amortization of Illinois Power Co.'s transitional funding notes.

An amended $1.15 billion agreement will' terminate on July 14, 2010, with respect to Ameren; however, Unlon Electric and AEGC will have the gptlon to
seek an annual renewal on a 364-day baslis after their currlent termination date of July 10, 2008. CIPS, CILCORP, CILCO, and Illinois Power do not have
barrawing authority under this fadlity. At the end March 2008, $242 million was available under the $1.15 blil¢én multivear revolver, which is used
primarily to suppert commerdal paper programs., '

In 2006, CIPS, CILCORP, CILCO, Illinols Power, and AERG entered inta 2 $500 million multlyear credit facllity that terminates on Jan. 14, 2010, An
additional $500 milllon revolver was entered Into on Feb. 9, 2007, and also expires in January 2010. Each borrower's obligatlons are several, and Ameren
doesn't guarantee them. As of March 31, 2008, $315 milllen had been borrowed under the 2006 facility and $450 millien had been borrowed under the
2007 facility.

j . ..
The credit facilities require Ameren and each subsidiary to maintain a2 maximum debt-to-capltal ratlo of §5%, with which they comfortably comply. None of
Ameren's credit fadlities or financing arrangements contains credit rating triggers. The $1.15 billien credit agreement does not require a representation of
no material adverse change to borrow; however, the Tllinols facitities indude this requirement, subject to certain exceptions.

Outlook

Ratings stability for Union Electric mirrors that of parent Ameren and reflects the elimination of a rate-freeze threat and the manageable rate-rellef package
established in Illinois. The stable outiook also incorporates expectations for suffident future rate relief in both 1llinois and Missour and management's
continuing credit-supportlve actions. Downside momentum would result from a weakening of consolidated Rnancial metrics beyond current expectations or
if rising power prices were again to become a high prorty target of the executlve and leglslative branches in [llingls, In light of éccelergting capltal outlays,
rising operating, fuel, and transportation costs, and expected slippage in the company's overali financial tondition, upgrade potentlal in the near term is
unlikely.

Table 1
Ameren Carp. -~ Peer Camparison®
Industry Sector: Utilitles

E ’ —Average of past three fiscal years--

Ameren Corp. Exelon Corp. Vectren Corp. Integrys Energy Group Inc.  SCANA Corp.

Rating as of May 28, 2008 BBB-/StabIeIA-B‘ BEB+/Stable/A-2 A-/Stable/-- A-/Stable/A-2 A-fNegative/NR
(Mil. %)
Revenues 7.068.7 15,497.3 2,117.2 8,002.9 4,653.7
Nel thcome from cont. oper. 597.7 1,755.7 129.6 161.1 314.7
Fupds from operations (FFO) 1,345.8 3.500.7 295.9 291.0 751.8
Capital expenditures 1,2089 2.406.6 282.3 393.7 549.5
Cash and short-terrn investments 195.9 225.0 24.6 30.7 132.3
Debt 7,453.? 15,701 .4 1,716.7 2,356.4 3,835.0
Preferred stock 162.5 B7.0 d.0 134.1 S6.8
Equiky 5,512.6 9,340.1 11763 2,119.4 2,828

Debt and equity 14,076.3 25,041 4 2,893.0 4,475.8 6,673.1

It



Adjusted ratlos " .

EBIT interest coverage (x} 3.7 4.4 2.8 2.8 2.4
FFQ int. cov. (X)' 4.5 4.1 3.9- 3.2 4.1
FFO/debt (%) 18.0 23 17.2+ 12.4 19.6
Discretlohary cash Now/cebt [%) (6.9) {1,5) {5.0) {16.0) (2.2) )
Net cash flow / capex (%) 68.5 99.5 71.8 42.3 101.7
Total debt/debt p!us equity (%) . 53.0 62.7 59.3 52.6 57.5
Return on common eqult\.f (%) 9.2 - 17.9 10.8 - 9.4 11.0
Commen dividend payout ratlo {un-adj.) (%) 87.5 331 72.0 75.6 61.8

*Fuylly adjusted {Including postretirement obllgatrons).

Table 2 -
Ameren Corp. -« Financlal Summary*

Industry Sector: Utllitles

, E --Fiscal year ended Dec. 31—

2007 2006 2005 2004 2003

Rating history BBB-/Stable/A-3 BBB/Watch Neg/A-3 BBB+/Watch Neg/A-2 A-/Negative/A-2 A./Stable/A-2
(MIL %)
Revenues 7,546.0 €,880.0 6,780.0 5,160.0 4,593.0
Net Income from continuing operations 618.0 547.0 628.0 $30.0 S06.0
Funds from operadons (FFQ) 1,427.2 1,384.8 . 1,225.4 1,390.7 1,057.7
Capltal expenditures 1,485.0 . 1,131.5 1,010.2 908.6 701.0
Cash ond short-term Investments 355.0 137.0 95.0 69.0 111.0
Debt 1 §,330.8 7,336.6 6,723.6 7.451.9 5,031.3
Preferred stock 97.5 195.0 195.0 195.0 182.0
Equity 6,871.5 6,794.0 6,172.4 5,592.4 4,413.1
Detit and equity 15,202.3 14,1306 12,8938.0 13,044.2 9,444.3
Adjusted ratlos

EBIT Interest cuverlaga (x) i3 3.6 4.3 36 3.4
FFD int. cov. (x) 4.2 "4z ' 47 5.1 4.2
FFQ/dent (%) 17.1 18.9 18.2 18.7 21.0
Discretionary cash Mow/detit {%) (10,6} (5.1) (4.4) (1.0 (1.2)
Net Cash Flow / Cai:)ex (%) 51.0 78.2 70.7 100.3 92.4
Debt/dett and equlty {%:) 54.8 51.9 52.1 57.1 53.3
Return on common equity (%) 9.0 8.4 10.1 10.2 12.2
Common dividend payout rado {un-adj.} {%) 86.8 95.4 Bl.4 90.4 B1.0

*Fully adjusted (Including postretirement obligations).

Table 3 *
Recanclliation Of Ameren Corp. Reported Amounts With Standard & Poor's Adjusted Amounts (Ml §)*

. . —Fliscal year ended Dec. 31, 2007--

Ameren Corp. reported amounts

Operating Operating

Income Income Operating Cash flow Cash flow
Shareholders' {before {before Income Inmterest from from Dividends Capltal
Debt equity DAY D&A) (after DAY expense operations operations pald expenditures
Reported ' 7,400.0 6,947.0 2,023.0 2,023.0 1,342.0 423.0 1,102.0 1,162.0 527.0 1,449.0
Standard & Poot's ndjustménls
Dperating leases 284.7 - 40.5 17.1 17.1 17.1 23.4 23.4 - 36.0
Intermediate hybrids 97.5 (97.5) - - - 5.5 (5.5) (5.5) {5.5) -

reported as equity



Postretirement 548.6 -

benefit obligations

Share-pased - --
compensatian
expense

Reclassification of - .
nongperating income
(expenses)

Reclassification of - -
wurklng-capital cash
flow changes _

Minarity interests - 22.0

US decommissioning .- -
fund contributions

Total adjustments  930.8 (75.5)

Standard & Poor's adjusted amounts

Debt Equity

Adjusted 8,330.8 - 5,871.5

42.0

i
Operating
income
{before
DBA)

2,105.5

771

EBITDA
2,100.1

126.1 246

Interest
EBIT expense

1,468.1 445.6

143 143 - -
- 307.0 -- -
(14,0) {14.0) - -
18,2 325.2 {5.5) 36.0

Cash flow
from Funds from Dividends Caphal
aperations operations pald expenditures
1,120.2 1,427.2 521.5 1,485.0

*Ameren Corp. reported amounts shown are taken from the company’s financlal statements but might in¢lude adjustments made by data providers or redassifications
made by Standard 8 Poor's analysts. Please note that two reported amaunts (aperating income before D&A and cash flow from operations) are used to derlve more than
one Standard & Poor's-adjusted amount (operating income before D&A and EBITDA, and cash flow from aperations and funds from operations, respectively).
Consequently, the first sectlon in some @mbles may feature duplicate descriptions and amounts.

Ratings Detail (As Of 28-May-2008)"

Unlon Electric Co, d/b/a AmerenUE
Corporate Credit Rating
Commercial Paper
Local Currency
Preferred Stock
Local Currency
Senlor Secured
Local Currency
Senior Unsecured
Local Currency

BB8-/Stable/A-3

A-3

BB

BBE

BB+

Corporate Credit Ratings History

29-Aug-2007
23-Apr-2007
05-0ct-2006
03-0ct-2005
30-Jul-2004

03-Feb-2004

Flnancial Risk Profile

BBB-/Stable/A-3
BBB-/Watch Neg/A-3
BBB/Watch Neg/A-3
BBB+/wWarch Neg/A-2
A-/Negative/A-2
A-fWatch Neg/A-2

Aggressive on a consolidated basis

Related Entitles
Ameren Carp.
Issuer Credlt Rating

Commercial Paper -
Local Currency
Senlor Unsecured
Local Currency
AmerenEnergy Generating Co.

Issuer Credit Rating
Senlor Unsecured

Locat Currency
Central Illinols Light Co.
Issuer Credit Rating

Prelerred Stock
Local Currency

BBB-/Stable/A-3
A-3

BB+
BBB-/Stable/--

BBB-

88/Positive/NR



Senior Secured
Local Currency BBB
Central Illinols Public Service Co.
Issuer Credit Rating- ' BB/Pasitive/NR
Preferred Stock -
Local Currency B
Senior Secured
Ltocal Currency BBB
Senlor Unsecured .
Local Currency . B+
CILCORP Inc, .
Issuer Credit Rating BB/Positive/--
Senior Unsecured
tocal Currency BB
IHinbls Power Co.

1ssuer Cred)t Rating ' B8/ Positive/NR

Preferred Stock

Lacal Currency B
Senior Secured )

Ltocal Currency BBB-

*Unless otherwise noted, all ratings in this repart are glebal scale ratings. Standard & Poor's credit ratings on the glebal scale are comparable across countries., Standard
& Poor's credlt ratings on a national scale are relative w obligers or obligations within that speciflc eountry-
I

Analytic services provided by Standard & Poor's Ratings Services (Ratings Services) are the result of separate activities designed to preserve the independence and
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