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UNREDACTED  CONFIDENTIAL

'UCO USE ONLY - Version: June 2002
W ) } ;Date Received Case Numbir Certification
Number
- 5}2 - /fﬁ?' GA-CRS

The Public Utilities Commission of Ohio

CERTIFICATION APPLICATION FOR RETAIL NATURAL GAS SUPPLIERS
Thm PI)F form is desmned w:th mteraétmlw\;"e“ Wﬁ:i&;wféu__mav mput mforlnatlo;(‘i_n:&ty; ontcn)wtlmi;fnrm,
or download the form, by saving it to your local disk, for later use..

Please print or type all required information. Identify all attachments with an exhibit label and title
(Example: Exhibit A-16 Company History). All attachments should bear the legal name of the Applicant.
Applicants should file completed apphcat:ons and all related correspondence with the Public Utilities
Commission of Ohio, Docketing Division, 10* Floor, 180 East Broad Street, Columbus, Ohio 43215-3793.

A. APPLICANT INFORMATION

A-1 Applicant intends to be certified as: (check all that apply)

«+ Retail Natural Gas Supplier Retail Natural
» Retail Natural Gas Marketer Retail Natura

A-2  Applicant’s legal name, address, telephone number and web site address
Legal Name MidAmerican Energy Company

Address 4289 NW Urbandale Dr, Urbandale, IA 50322
Telephone # 515-281-2900 Web site address (if any) www.midamerican.com

A-3 List name, address, telephone number, and web site address under which applicant will do -
business in Ohio :
Name MidAmerican Energy Company
Address 4298 NW Urbandale Dr, Urbandale, IA 50322
Telephone # 515-281-2900 Web site address (if any) www.midamerican.com

A-4 List alt names under which the applicant does business in North America
MidAmerican Energy Company

A-5 Contact person for regunlatory or emergency matters

Name Misty Allen Title Senior Regulatory Analyst
Business address 4299 NW Urbandale Dr
Telephone # 515-242-4267 Fax # 515-242-4389 _ E-mail address (if any) mmalien@midamerican.com
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A-7

A-8

A-10

A-11

Provide “Proof of an Ohio Office and Employee,” in accordance with Section 4922.22 of the
Ohio Revised Code, by listing name, Ohio office address, telephone number, and web site
address of the designated Ohio Employee

Name Joseph M. Hirchak Title Administrative Assistant
Business address 13791 Rustic Dr, Beachwood, OH 44133
Telephone # 440-582-2378 Fax # 440-582-2378  E-mail address (if any) jmhirchak @ midamerican.con

Contact person for Commission Staff use in investigating customer complaints

Name Kay Twigg Title MGR-UNREGULATED SERVICES
Business address _106 E Second St, Davenport, IA 52801 -
Telephone # 563 333-8598 Fax # 563-333-8563  E-mail address (if any) _kalwigg@midamerican.com

Applicant's address and toll-free number for customer service and complaints

Customer Service address 106 E Second St, Davenport, 1A 52801
Toll-free Telephone # 800-432-8574 Fax # £663-333-8563  E-mail address (if any)

Applicant's federal employer identification number # 42-1425214

Applicant’s form of ownership (check one)

Sole Proprietorship Partnership
Limited Liability Partnership (L.LP) Limited Liability Company (LLC)
v Corporation Other

(Check all that apply) Identify each natural gas company service area in which the applicant is
currently providing service or intends to provide service, including identification of each
customer class that the applicant is currently serving or intends to serve, for example,

residential, small commercial, mercantile commercial, and industrial. (A mercantile customer, as
defined in (L)(1) of Section 4929.01 of the Revised Code, means a customer that consumes, other than for residential use,
more than 500,000 cubic feet of natural gas per year at a single location within the state or consumes natural gas, other than
for residential use, as part of an undertaking having more than three locations within or outside of this state. In accordance
with (LX2) of Section 492901 of the Revised Code, “Mercantile customer” excludes a not-for-profit customer that
consumes, other than for residential use, more than 500,000 cubic feet of natral gas per year at a single location within
this state or consumes natural gas, other than for residential use, as part of an undertaking having more than three locations
within or outside this state that has filed the necessary declaration with the Public Utilities Commission.}

Cincinnati Gas & Electric Residential ~ Commercial + Mercantile - Industrial
Columbia Gas of Ohin Residential ~ Commercial .+ Mercantile »~ Industrial
Dominion East Ghio Residential . Commercial - Mercantile + Industrial
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A-12

If applicant or an affiliated interest participated in any of Ohio’s Natural Gas Choice Programs,
for each service area and customer class, provide approximate start date(s) and/or end date(s)
that the applicant began delivering and/or ended services.

A-13

A-14

A-15

A-16

A-17

A-18

Cincinnati Gas & Electric
Residential Beginning Date of Service: ] End Date:[____——1
Commercial Beginning Date of Service: End Date:
Mercantile Beginning Date of Service: End Date:
Industrial Beginning Date of Service: [______{ End Date:
Columbia Gas of Ohio |
Residential Beginning Date of Service: L. cusmuna ENd Date:
Commercial Beginning Date of Service: End Date:
Mercantile Beginning Date of Services End Date:
Industrial Beginning Date of Service: || End Date:

Dominion East Ohio

Residential Beginning Date of Service: End Date:
Commercial Beginning Date of Service: End Date:
Mercantile Beginning Date of Service: E End Date:
Industrial Beginning Date of Service: End Date:

If not currently participating in any of Ohio’s three Natural Gas Choice Programs, provide the
approximate start date that the applicant proposes to begin delivering services:

Intended Start Date:
Intended Start Date:
Intended Start Date:

Cincinnati Gas & Electric
Columbia Gas of Ohie
Dominion East Ohio

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit A-14 "Principal Officers, Directors & Pariners"” provide the names, titles, addresses and
telephone numbers of the applicant’s principal officers, directors, partners, or other similar officials.

Exhibit A-15 "Corporate Structure,” provide a description of the applicant’s corporate structure,
including a graphical depiction of such structure, and a list of all affiliate and subsidiary companies
that supply retail or wholesale natural gas or electricity to customers in North America.

Exhibit A-16 "Company History," provide a concise description of the applicant’s company history
and principal business interests.

Exhibit A-17 "Articles of Incorperation and Bylaws." if applicable provide the articles of
incorporation filed with the state or jurisdiction in which the applicant is incorporated and any
amendments thereto.

Exhibit A-18 "Secretarv of State." provide evidence that the applicant has registered with the Ohio
Secretary of the State.
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B.

B-1

B-2

B-3

B-5

B-6

APPLICANT MANAGERIAL CAPABILITY AND EXPERIENCE

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit B-1 “Jurisdictions of Operation,” provide a list of all jurisdictions in which the applicant or
any affiliated interest of the applicant is, at the date of filing the application, certified, licensed,
registered, or otherwise authorized to provide retail natural gas service, or retail or wholesale electric
services.

Exhibit B-2 "Experience & Plans," provide a description of the applicant’s experience and plan for
contracting with customers, providing contracted services, providing billing statements, and
responding to customer inquiries and complaints in accordance with Commission rules adopted
pursuant to Section 4929.22 of the Revised Code and contained in Chapter 4901:1-29 of the Ohio
Administrative Code.

Exhibit B-3 "Summary of Experience,” provide a concise summary of the applicant’s experience in
providing the service(s) it is seeking to be certified to provide (e.g. number and types of customers
served, utility service areas, volume of gas supplied, etc.).

Exhibit B-4 "Disclosure of Liabilities and Investigations,"” provide a description of all existing,
pending or past rulings, judgments, contingent Hlabilities, revocation of authority, regulatory

investigations, or any other matter that could adversely impact the applicant’s financial or operational
status or ability to provide the services it is seeking to be certified to provide.

Disclose whether the applicant, a predecessor of the applicant, or any principal officer of the applicant
have ever been convicted or held liable for fraud or for violation of any consumer protection or
antitrust laws within the past five years.

v No Yes

If yes, provide a separate attachment labeled as Exhibit B-5 "Disclosure of Consumer Protection
Violations” detailing such violation(s) and providing all relevant documents.

Disclose whether the applicant or a predecessor of the applicant has had any certification, license, or
application to provide retail natural gas, or retail or wholesale electric service denied, curtailed,
suspended, or revoked, or whether the applicant had ever been terminated from any of Ohio’s Natural
Gas Choice programs, or whether applicant has been in default for failure to deliver natural gas.

v No Yes

If yes, provide a separate attachment labeled as Exhibit B-6 "Disclosure of Certification Denial,
Curtailment, Suspension, or_Revocation” detailing such action(s) and providing all relevant

documenits.
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C1

C-3

C4

C-5

APPLICANT FINANCIAL CAPABILITY AND EXPERIENCE

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

Exhibit C-1 “Annual Reports,” provide the two most recent Annual Reports to Shareholders. If
applicant does not have annual reports, the applicant should provide similar information, labeled as
Exhibit C-1, or indicate that Exhibit C-1 is not applicable and why.

Exhibit C-2 “SEC Filings,” provide the most recent 10-K/8-K Filings with the SEC. 1If applicant
does not have such filings, it may submit those of its parent company. If the applicant does not have
such filings, then the applicant may indicate in Exhibit C-2 that the applicant is not required to file
with the SEC and why. :

Exhibit C-3 “Financial Statements,” provide copies of the applicant’s two most recent years of
audited financial statements (balance sheet, income statement, and cash flow statement). If audited
financial statements are not available, provide officer certified financial statements. If the applicant
has not been in business long enough to satisfy this requirement, it shall file audited or officer certified
financial statements covering the life of the business.

Exhibit C-4 “Financial Arrangements.” provide copies of the applicant's financial arrangements to
conduct competitive retail natural gas service (CRNGS) as a business activity (e.g., guarantees, bank
commitments, contractual arrangements, credit agreements, etc.,}.

Exhibit C-5 “Forecasted Financial Statements,” provide two years of forecasted financial
statements (balance sheet, income statement, and cash flow statement) for the applicant’s CRNGS
operation, along with a list of assumptions, and the name, address, email address, and telephone
number of the preparer.

Exhibit C-6 “Credit Rating,” provide a statement disclosing the applicant’s credit rating as reported
by two of the following organizations: Duff & Phelps, Dun and Bradstreet Information Services, Fitch
IBCA, Moody’s Investors Service, Standard & Poors, or a similar organization. In instances where an
applicant does not have its own credit ratings, it may substitute the credit ratings of a parent or affiliate
organization, provided the applicant submits a statement signed by a principal officer of the
applicant’s parent or affiliate organization that gnarantees the obligations of the applicant.

Exhibit C-7 “Credit Report.,” provide a copy of the applicant’s credit report from Experion, Dun and
Bradstreet, or a similar organization.

Exhibit C-8 “Bankruptcy Information,” provide a list and description of any reorganizations,
protection from creditors, or any other form of bankruptcy filings made by the applicant, a parent or
affiliate organization that guarantees the obligations of the applicant or any officer of the applicant in
the current year or within the two most recent years preceding the application.

Exhibit C-9 “Merger Information,” provide a statement describing any dissolution or merger or
acquisition of the applicant within the five most recent years preceding the application, or at any time
as a participant in the Ohio Natural Gas Choice programs.
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D. APPLICANT TECHNICAL CAPABILITY

PROVIDE THE FOLLOWING AS SEPARATE ATTACHMENTS AND LABEL AS INDICATED:

D-1  Exhibit D-1 “Operations” provide a written description of the operational nature of the applicant’s
business. Please include whether the applicant’s operations will include the contracting of natural gas
purchases for retail sales, the nomination and scheduling of retail natural gas for delivery, and the
provision of retail ancillary services, as well as other services used to supply natural gas to the natural
gas company city gate for retail customers.

D-2 Exhibit D-2 “Operations Expertise,” given the operational nature of the applicant’s business,
provide evidence of the applicant’s experience and technical expertise in performing such operations.

D-3 Exhibit D-3 “Kev Technical Personnel,” provide the names, titles, email addresses, telephone
numbers, and background of key personnel invoived in the operational aspects of the applicant’s
business.

Qoeke U L0eA

SigWature of Applicant and Title

Sworn and subscribed before me tlu% vy fbk Lﬂéff M

/f:"f’f? 4;& o fv TR Ce, KELENEr, VP - MRNUETIU d &Mclb
gnature of official admmlstering oath " Print Name and Title

My commission expires on

é,«‘i %, | RUTH ANN ROETHLER
: &1 MY COMMISSION EXPIRES
i 045 (260 5
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MidAmerican Energy Company

Principal Officers, Directors, & Partners

David L. Sokol
Chairman / Director

Gregory E. Abel
Chief Executive Officer / Director

Douglas L. Anderson
Senior Vice President / Director

Patrick J. Goodman
Senior Vice President & Chief Financial Office
/ Director

Jack L. Alexander
Senior Vice President

Keith D. Hartje
Senior Vice President

Todd M. Raba
Senior Vice President

James Averweg

Vice President & Asst. Secretary
Brent E. Gale

Vice President & Asst. Secretary

Brian K. Hankel
Vice President & Treasurer

James J. Howard
Vice President & Asst. Secretary

EXHIBIT A-14

"Principal Officers, Directors, & Partners”

Telephone
Address Number

302 So. 36™ Street/ Suite 400 . 402/231-1400
Omaha, NE 68131

666 Grand Avenue 515/242-4000
Des Moines, IA 50303
302 So. 36" Street/ Suite 400  402/231-1642

Omaha, NE 68131

666 Grand Avenue 515/281-2905 -

Des Moines, IA 50303

666 Grand Avenue 515/424-4044
Des Moines, [A 50303
666 Grand Avenue ' 515/281-2575

Des Moines, IA 50303

666 Grand Avenue . 515/281-2326
Des Moines, 1A 50303

One River Center Place 563/333-8110
106 E Second Street

Davenport, IA 52801

666 Grand Avenue 515/242-4002
Des Moines, [A 50303

666 Grand Avenue 515/281-2904
Des Moines, JA 50303

666 Grand Avenue - 515/281-2647

Des Moines, IA 50303



MidAmerican Energy Company

Principal Officer: i

Paul J. Leighton
Vice President, Corporate Secretary
& Asst. Secretary

Thomas B. Specketer
Vice President & Controller

Steven R. Weiss
Vice President & General Counsel

Cathy S. Woollums
Vice President

David L. Graham
Vice President

Mark Hewett
Vice President

Garry W. Osborn
Vice President

Jack Kelleher
Vice President

James ]. Sellner
Director, Taxation

EXHIBIT A-14

”Principal Officers, Directors, & Partners”

Address

666 Grand Avenue
Des Moines, IA 50303

666 Grand Avenue
Des Moines, IA 50303

666 Grand Avenue
Des Maoines, 1A 50303

One River Center Place
106 E Second Street
Davenport, 1A 52801

One River Center Place
106 E Second Street
Davenport, IA 52801

4299 NW Urbandale Drive
Urbandale, IA 50322

666 Grand Avenue
Des Moines, 1A 50303

4299 NW Urbandale Drive
Urbandale, 1A 50322

666 Grand Avenue
Des Moines, JA 50303

Telephone
Number

|
'515/242-4099
515/281-2979
515/281-2644

563/333-8009
563/333-6205

515/281-2799
. 515/281-2661
| 515/281-2339

| 515/281-2914



MidAmerican Energy Company EXHIBIT A-15

“Corporate Structure”

MidAmerican Energy Company is an indirect wholly owned subsidiary of MidAmerican
Energy Holdings Company. MidAmerican Energy Holdings Company (incorporated) is owned
entirely by an investor group that includes Berkshire Hathaway Inc., Omaha, Nebraska
businessman Walter Scott, Jr., Mid American’s Chief Executive Officer, Greg Abel, and
Mid American's Chairman, David L. Sokol.

MidAmerican Energy Company provides both regulated and unregulated electric and gas
service to more than 1.3 million customers in Iowa, Illincis, Ohio, Nebraska, Kentucky and South
Dakota. The company is headquartered in Des Moines, Iowa, and is organized into two units:
energy delivery, and supply and marketing. The supply and marketing unit has electric
generation assets in Iowa and Illinois. MidAmerican Energy Company supplies gas and electric.
retail and wholesale services in the following states:
s Regulated Electric Services:
> Illinois
> Iowa
> South Dakota
» Regulated Gas Services:
» Illinois
> lowa
» Nebraska
» South Dakota
» Unregulated Electric Services:
» Illinois
» Jowa
» Unregulated Gas Services:
Mlinois
Iowa
Kentucky
Nebraska
Ohio
South Dakota

¥V ¥V YV ¥V V¥

CE Generation LLC is fifty percent (50%) owned by MidAmerican Energy Holdings Company
and as such is an affiliate of MidAmerican Energy Company. CE Generation LLC is an electric
generation company that provides electrical energy to the wholesale energy market through its
subsidiaries listed below:

» California Energy Development Corp.

> Yuma CoGeneration Associates — Gas fired electric generation station.

« Falcon Seaboard Resources. Inc. :
» Power Resources, LTD - Gas fired electric generation station.




MidAmerican Energy Company EXHIBIT A-15

“Corporate Structure”

¢ Saranac Power Partners
* Magma Power Co.
Yulcan BN/Geo. Power Co. — Geothermal electric gene;ratmn statlon
Del Ranch LP - Geothermal electric generation station.
Elmore LP - Geothermal electric generation station.
Leathers LP - Geothermal electric generation station.
Salton Sea Power Gen., LP - Geothermal electric generation stal:lon

Y ¥V Y Y ¥

MidAmerican Capital Company is an indirect wholly owned subsidiary of IvﬁdAmerican
Energy Holdings Company and as such is an affiliate of Mid American Energy Company.
MidAmerican Capital Company has subsidiaries that are involved as listed below in retail and
wholesale gas and electric customers: '
¢ InterCoast Capital Ca.
» MHC Investment Company - 25% equity interest in an investment fund that
invests in microgeneration product and services.
» TTP Inc. of South Dakota — General partnership in a gas fired electric
generation station.
» MWR Capital Inc. ~ 7% ownership in coal fired electric generation station in
Arizona.
» InterCoast Power Co. ~ Limited partnerships in three 30 MW solar generating stabions
in Southern California and a 12.8% interest in a 72 MW wind power project in
California.

» InterCoast Energy Company

> InterCoast Energy Company - Inactive energy company.
» InterCoast Sierra Power Company — 3% interest in an energy investment fund that

funds Independent Power Projects.
» InterCoast Global Management, Inc. - Interest in gas and oil wells in various states.

Midwest Capital Group, Inc. is an indirect wholly owned subsidiary of Mid Ametican Energy
Holdings Company and as such is an affiliate of Mid American Energy Company A subsidiary
of Midwest Capital Group is Midwest Gas Company, which is inactive.

MidAmerican Services Company is an indirect wholly owned subsidiary of MidAmerican
Energy Holdings Company and as such is an affiliate of Mid American Energy Company.

MidAmerican Services Company provides unregulated energy contracting serviges, such as
lighting retrofits, back up generation services, air compression services and heating, ventilation
and air conditioning services to customers.

Mid American Construction Services Company is an indirect wholly owned subsidiary of
Mid American Energy Holdings Company and as such is an affiliate of MidAmerican Energy
Company. MidAmerican Construction Services Company provides electric transnussmn and
distribution construction services to third parties.
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MidAmerican Energy Company EXHIBIT A-16
“Company History”

MidAmerican Energy Compary, a wholly owned subsidiary of MidAmerican Energy Holdings
Company, provides both regulated and unregulated electric and gas service to more than 1.3
mitlion customers in Iowa, Illinois, Ohio, Nebraska, Kentucky and South Dakota. The company
is headquartered in Des Moines, Iowa, and is organized into three units: energy delivery,
generation, and retail.

The company’s energy delivery group consists of delivery and transmission systems for
electricity and natural gas. As lowa’s largest energy company, Mid American owns and operates
thousands of miles of electric transmission wires and local electric and natural gas distribution
systems. MidAmerican Energy Company provides safe and reliable service to approximately
660,000 electric customers and 638,000 natural gas customers.

MidAmerican Energy meets the needs of its electric customers with approximately 4,500
megawatts of net-generating capacity. Electricity is generated with 71 percent fueled by coal, 28
percent by nuclear and one percent by natural gas and oil. Mid American Energy is cne of the
lowest-cost generators of electricity and the owner of five of the 50 lowest-cost, steam-electric
power production plants in the U.S. In addition to providing energy directly to its customers, the
company sells approximately 30 percent of its output in the wholesale market. Mid American
Energy supplies natural gas to customers using three of the four interstate natural gas pipelines
supplying lowa.

As restructuring of the electric industry unfolds, competition in retail energy services will
increase. MidAmerican Energy formed its unregulated retail business unit to actively participate
in the retail opportunities that will arise in the open marketplace. The unregulated retail
division offers gas and electricity services, as well as other value-added products and services,
which target consumer, general business, and major accounts.

Founded in 1885 as Des Moines Edison Light and Power Company, it became Mid American
Energy Company after a 1995 merger of Midwest Resources Inc. and Iowa-Illinois Gas and
Electric Company. In 1999, CalEnergy Company Inc. acquired the company, and changed the
parent company’s name to MidAmerican Energy Holdings Company. In March 2000, the
company became privately held by an investment group. Information about MidAmerican is

available on the Internet at http:/ /www.mnidamericanenergy.com.


http://www.midamericanenergy.com

MidAmerican Energy Company EXHIBIT A-17
“Articles of Incorporation & ByLaws”

The following Exhibit A-17 is Mid American Energy Company incorporation ﬁled with the Iowa
Secretary of State and the all amendments there to. ,



MidAmerican Energy Company EXHIBIT A-17
“ Articles of Incorporation & ByLaws”

Na. - W00137036
Date: 16/27/15%8

N N AL

M SECRETARY OF STATE

450 DP-000177224

[,

! MIDAMERICAN ENERGY COMPANY

-+

B ACKNOWLEDGMENT OF DOCUMENT FILED

‘:;:i The Secretary of State acknowledges receipt of the following
% document :

% Articles of Amendment

| :

= ;

ig The documenc was filed on October 27, 1998, at 02:29 PM, to be
effactive as @f Qctcber 27, 1998, at 02:29 BM.

The amount cf $50.00 was received in full payment af the filing

-
fze.

el




MidAmerican Energy Company ExXHIBIT A-17
“ Articles of Incorporation & ByLaws”

ARTICLES OF AMENDMENT ]7'7;)25/ .

TO THE
RESTATED ARTICLES OF INCORPORATION
OF

MIDAMERICAN ENERGY COMPANY &

S
TO THE SECRETARY OF STATE = T &
OF THE STATE OF IOWA: 32 O @
= —
= 8 3

Pursuant to the provisions of Section 490.601, and M::ignce with Section
490.602(4), of the Iowa Business Corporation Act, the unde@,gn tporation hereby
adopts the following Aricies of Amendment to the corporatfn’s ared Aricles of

Incorporatioz.
L. The name of the corporation is:
MidAmencan Energy Company

2. OnOcober 27, 1998, the Beard of Directors of MidAmerican Energy Company, an
Towa corporation ("Corporation”), duly adopted the following Articles of Amendment to the
Restated Aricles of Incorporation of the Corporation, as amended, canceling the fallowing
shares of Preferred Stock of the Carporation:

Seres N r of Shares Canceled
$£3.30 Series 7

3. The total qumber of authorized Preferred Stock for the foﬂowmg Series, i3
remaining after the cancellarion: ‘

Series ' Number Remaini

$3.30 Series 49,431

The Articles of Amendment 1o the Restated Articles of Incorporzitioa were adopred
by the Board of Directors withour action by the shareholders. These Arrigles of Amendment
to the Restated Articles of Iocorporation are to be effective when filed by the Secretary of

State,

MIDAMERICAN ENERGY COMPANY
FILED

IOWA p j S

SECR F 5? ‘
f P. J. Leighfon, VitePresident and

\m\wﬂi\ﬁiﬁiﬁ\w (2,

2

514387 AMENIO  $50.00 KDD



MidAmerican Energy Company : -
oA EXHIBIT A-17

“Articles of Incotporation & ByLaws™

s v A

“".

No. Wo0187e687
Date: 08/05/1998

5 RETARY OF STATE z
430 DP-000177228
MIDAMERICAN ENERGY COMPANY

B

oy

i

ACKXNOWLEDGMENT QOF DOCUMENT FILED "

‘ <

The Secretary of State acknowledges raceipt of the following
document: -
Articles of Amendment
The document was £iled on Augqust 5, 1998, at 01:08 PM, to bhe --
effective as of August 5, 1993, at 01:08 PM. -

The amount of $50.00 was received in full payment of the filing
fee.

hy

R R




EXHIBIT A-17

MidAmerican Energy Company
“  “Articles of Incorporation & ByLaws”

|
i

ARTICLES OF AMENDMENT ‘r}lj aag

TO THE
RESTATED ARTICLES OF INCORPORATION o~
OF
MIDAMERICAN ENERGY COMPANY ] - .
: RECEIVED &
TO THE SECRETARY OF STATE - 3
OF THE STATE OF IOWA: AUG 05 12ap =
i -
Pursuant to the provisions of Section 490,601, and in accorﬂﬂ %Yge%p
490.602(4), of the [owa Business Carporation Act, the undersigned corporation hereby
adopts the following Articles of Amendment to the corporation’s Rdstated Articles of E
Incorporation,
-
1. The name of the corporation is: E

MidAmerican Energy Company

2. On August 3, 1998, the Board of Directors of MidAmerican Energy Company, an
fowa corporation ("Corporation, duly adopred the following Articles of Amendment to the
Restated Articles of Incorporatioa of the Corporanou, as amended, c:mcelmg the following

series of Preferred Srtock of the Corporation in its entirery:
Series Number of Shates Canceied

83.50 Series 3.

3. The total pumber of authorized Praferred Stock for the followmg Series, is

remaining after the cancailation:
Number of Shargs Remaining

49,458

erie
$3.30 Series
The Amicles of Amendment to the Restated Articles of Tncorporation were adopred

by the Board of Direcmi‘s withour action by the shareholders, These Articles of Amendment
to the Restated Amicles of Incorporation are to he effective when filed by the Secretary of

State,
MIDAMERICAN ENERGY COMPANY
(4 3
IOWA
P. . Leighton,(Viée President and: SECRETARY OF STATE
Corporate Secretary g‘ g
AMDO898




MidAmerican Energy Company EXHIBIT A-17
" »Articles of Incorporation & ByLaws”

>
0 ¥o. W00L86774

Date: 07/28/1994 __,:\

1OW4

490 np-oem?’“m OF STATE I8

MIDAMERICAN ENERGY COMPANY

AN
¥

S

ACKNOWLEDGMENT OF DOCUMENT FILED
- | <
The Secrestary of State aclmowledges receipt of the following
] decument: .
g "
. Articles of Amendmentc B
The document was filed oo July 27, 1998, at 08:38 AM, tg be -
effective as of July 27, 1398, at Q08:38 AM. ‘ ik
e : ;:-:
The amcunt of $50.00 was received in full payment of the filing =

fee. 7
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MidAmerican Energy Company EXHIBI'i‘ A-17
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ARTICLES OF AMENDMENT | 773
10 THE o
RESTATED ARTICLES OF INCORPORATION | ggCEIVED
OF |
MIDAMERICAN ENERGY COMPANY . pu 27 1-«?@:.

£S

TO THE SECRETARY OF STATE SECREFARY O

OF THE STATE OF [OWA: .'%’

Pursuant to the provisions of Section 490.601, and in accordahee with Sectionr
450.602(4), of the lowa Business Corporation Act, the undersigned carporation herebzs
adopts the following Articles of Amendment to the corporation’s Resrat:d Articles %

Incorporation.

03968 A

L. The name of the corporation is:

MidAmerican Energy Company

corporation ("Corporation™), duly adopted the following Articles of Ajneadment to the
Restated Articles of Incorparation of the Corporation, as amended. cancebno the following
series of Prefarred Stock of the Corporartion int its enrirery:

2 On July 27, 1998. the Board of Directors of MidAmerican Energy Company, an lowa

Series ’ Number anceled
$3.30 Series 4

3. The rotal oumber of authorized Preferred Stock for the following Series, is
remmaining after the cancellation:

Series Number of Shares Remaining
$3.30 Series 49,463

The Artdcies of Amendment to the Restated Asticles of Incorporation were adopted
by the Board of Directors without action by the sbareholders. These Articles of Amendment
to the Restated Articles of Incorperation are to be effecrive when filed by the Secrerary of

State.
MIDAMERICAN ENERGY COMPANY
FILED
IOWA | At
SECRETARY OF STATE ‘
;L") <% P. I. Leighton. Vi President and
'-) Corporate Secretary

W1 86774

[T o
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A Fo. WO0179721
i R l Date: 04/29/1%98

450 DP-OOOﬁﬁBGREmﬂF sm ‘:

MIDAMERICAN ENERGY COMPANY

POy

The Secrerary of State acknowledges receipt of the following

ACKNOWLEDGMENT QOF DOCUMENT FILED : ‘
!
document: i

cicles of Amendment

The document was filed on April 28, 1938, at 10:29 AM, to be
effactive as of April 28, 1998, at 10:29 AM,

the amount of $50.00 was received in £yll payment of the filing
fas.
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MidAmerican Energy Company EXHIBIT A-17
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ARTICLES OF AMENDMENT
TOTHE 1777122%
RESTATED ARTICLES OF INCORPORATION .
OF ' KECEIv e

MIDAMERICAN ENERGY COMPANY Caverr o
SECRETARY OF STATE - MWPREFE
TO THE A =
OF THE STATE OF IOWA: - SECREFARY U _...... -
Pursuant to the provisions of Section 490.601, and in accordance with Section §

49(0.602(4), of the Iowa Business Corporatica Act, the undersigned cbrporation hereby
adopts the following Articles of Amendment to the corporation’s Restated Articles of =
Incorporation. B
&=
<
1. The name of the corporation is: w3
l..'::":
e

MidAmerican Energy Company
2. On April 27, 1998, the Board of Directors of MidAmerican Energy Company,
Iowa corporation ("Coerporation™), duly adopred the following Armicles of Amendment to the
Restated Auticles of Incorporation of the Corporation, as amended, cancaling the following
series of Preferred Stock of the Corporation in its enurety:
Series Nugmber of Shares Canceled
e
5
7

$3.30 Series

83.75 Series

£4.20 Sertes
3, The total oumber of authorized Preferred Stock for the following Series, is
remaining after the cancellation: .

Seri .

$3.30 Series 49,467

$3.75 Series 38,303

$4.20 Serfes 47,1362

The Artcles of Amendment to the Restated Articles of Incorporation were adopted
by the Board of Directors without action by the shareholders. Thess Armicles of Amendment
1o the Restated Articles of Incorporation are to be effective when filed by the Secretary of

State.
flLED MIDAMERICAN ENERGY COMPANY
IOWA ﬂ
SECRETARY OF STATE i Zjﬁ_‘
Y25 73/ P. J. Leighon, ¥ice President and
/0 9'1 9’ Corporate Secretary

HﬂllﬂlllWlﬂIl'ﬂWWIlluﬁ'ﬂ! 2
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# A rticles of Incorporation & ByLaws”

e o - S By
‘ No. WR0172554
Date: 02/17/19%8
‘ 490 DP-OOOQ‘E&‘;IHE m]ﬁi []F snl[‘
3 MIDAMERICAN ENERGY CCOMPANY
ACTIOWLEDGMENT OF DOCUMENT FILED

: The Secretary of State ackncwledges receipec of the following

y document:

F Articles of Amendment
| The document was filed on February 17, 1593, at 0l1:11 PM, to be
‘ : aeffactive as of February 17, 19%8, at C01:11 BPM.

3 The amount of $50.00 was received jin full payment of the filing

fee,

A
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“Articles of Incorporation & ByLaws”

ARTICLES OF AMENDLENT l\‘m ggg |

TO THE
RESTATED ARTICLES OF INCORPORATION
OF
MIDAMERICAN ENERGY COMPANY =
TO THE SECRETARY OF STATE :?;
OF THE STATE OF IOWA: S

Pursuant to the provisions of Section 490.601, and in accordance with SeﬁiouE
490.602(4), of the Towa Business Corporation Act, the undersigned corporation hereby
adopts the following Ardeles of Amendment to the corporation’s Restated Articles OE

Incorporation.
L The name of the corporation is:
MidAmerican Energy Company

26811 AME

2 On January 26, 1998, the Board of Directors of MidAmerican Epergy Company, an

Ic-awa corpararion ("Corporation”), duly adopted the following Articles of Amendment to the
Restated Articles of Incorporation of the Corporarion, as amended, cangeling the following

series of Preferred Stock of the Corporation in its entirety:

$3.30 Series 10

The toral number of authorized Preferred Stock for the following Series, is

3.
remaining after the cagceifadon:
Seri Nuggl g Remaigi
$3.30 Series 49,471

‘The Asmicles of Amendment to the Restated Articles of Incorporation were adopted
by the Board of Directors without acrion by the sharsholders, These Armicles of Amendment
to the Restated Articles of Incorporation are to be effecrive when filed by the Secretary of

State. ‘

FILED MIDAMERICAN ENERGY COMPANY
IOWA
SECRETARY OF STATE /ﬂ/[’ .
2177 775 P. I. Léfgheo_Vice President and
S119m Corporate Secretary

W172554

T

"
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3

. \ No. W00165243
' Dats: 12/24/1997

SECRETARY OF STATE g

450 DP-000Q177228

MIDAMERICAN ENERGY COMPANY -
ACKNOWLEDGMENT OF DOCUMENT FILED B

| =

The Secretary of State acknowledges recaipt of tha fallowing
document: _ |
Articles of Amendment
The document was filed on Decsmber 23, 1997, at 09:35 AM, to be *

affactive as of December 23, 1957, at 09:35 AM.

The ameunt of $50.00 was received in full payment cf ghe filing
fee.
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MidAmerican Energy Company

“ EXHIBIT A-17

#Articles of Irworpoiaﬁon & ByLaws”

ARTICLES OF AMENDMENT ‘ %
TO THE el 2R
RESTATED ARTICLES OF INCORPORATION \
OF
MIDAMERICAN ENERGY COMPANY =
TO THE SECRETARY OF STATE <
OF THE STATE OF IOWA: s

Pursuant to the provisions of Section 490.601, and in accordance with Secn§
490.602(4), of the Iowa Business Corporation Act, the undersigned :corporation hereby
adopts the following Articles of Ameadment to the corporation’s Restated Articles §F

Incorporation.
L. The name of the corporation is:
MidAmerican Energy Company

2. On December 22, 1997, the Board of Directors of MidAmerican Energy Company,
an Towa corporation ("Corporation™), duly adopted the following Articlés of Amendment to
the Restated Articles of Incorporation of the Corporation, 2s amended, canceling the
following series of Preferred Stock of the Carporadon in its entirety:

1

519674 AHEN

§3.30 Series

3 The toral number of authorized Preferred Stock for the following Series, is
remaining after the cancellation:
Series Number of Shares Remajning

$3.30 Seres 49,481

The Articles of Amendment 1o the Restated Articles of Incarpor#tion were adopted
by the Board of Directors without action by the sharehalders. Thasa Articles of Amendrnent
to the Restated Articles of Incorporation are to be effective when filed by the Secretary of

State.

LD MIDAMERICAN ENERGY COMPANY
IOWA |
SECRETARY OF STATE ,
/3 -4F- / 777 P %‘:ﬁ\ﬁc& President aod
Z.35. ez Corporate Secretary

W1656243

TRARTAmT
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6. WOU163744
Datea: 11/12/1997

50 op-00 B CIRETARY OF STATE

MIDAMERICAN ENERGY COMPANY :

ACFTHMOWLEDGMENT QF DOCUMENT FILED
The Secretary of State acknowledges receipt of the following
document -
Articles cf Amendment
The document was filed on November 12, 19857, at 01:04 M, to be
affactive as af November 12, 1997. at 01:04 PM.

The amount of $50.00 was received in full payment of the filing
fee.

-




Viamerican Energy Company EXHIBIT A-17
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ARTICLES OF AMENDMENT
RESTATED ARTICLES OF INCORPORATION

OF
MIDAMERICAN ENERGY COMPANY

TOTHE . \‘_.\r\ g_?-g.

TO THE SECRETARY OF STATE
OF THE STATE OF [IOWA:

Pursuant to the provisions of Section 490.501, and in accordance with Section
490.602(4), of the Towa Business Corporation Act, the undersigned corporation hereby
adopts the following Articles of Amendment to the corporation's Restated Articles of

Incorporation.
1. The name of the corporation is:
MidAmerican Egergy Company

2. Or November 7, 1997, the Board of Directors of MidAmerican Epercy Company, an
Iowa corporation (“Corporation™), duly adopted the following Articles of Amendment to the
Restated Articles of Incorporation of the Corporadon, as arended, canceling the following
series of Preferred Stock of the Corporation in its entirety:

Series Number of Shares Canceled

$5.30 Series 3

The total aumber of authorized Preferrsd Stock for the foliomng Series, is

3.
remaining after the canceflation:
Seri . ‘st 5 ..
49,432

$3.30 Series

The Articles of Amendment to the Restated Articles of Incorporation were adopted
by the Board of Directors without action by the sharehoiders, These Articles of Amendment
to the Restated Articles of Incorporation are to be effective when flled by the Secretary of

State,
MIDAMERICAN ENERGY COMPANY
FILED -
[OWA L
SECRETARY OF STATE " Zé
S-SR 7 P. J. Léight6a/ Vice President and
e ,5{ t&’m Comporate Secretary
W143744

(RTEIETT

2

$50. 00 DJC

T15345 AHEN(
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( No. WO01l63266
i j Date: 11/04/1997

i SECRETARY OF STATE

MIDAMERICAN ENERGY COMPANY

A

Db

ACKNOWLEDGMENT OF DQCUMENT FILED

S R VR

Mg

¥

The Secretary of State acknowledges receipt of the following
document: :

Articles of Amendment

g

The document was filed on November 3, 1987, at 09:29 AM, tO be
effective ag of Novembar 3, 1997, at 09:29 AM. ‘

I ERERLY LT

The amount of §50.00 was received ia full payment of the filing
faa.

&) mae
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 ARTICLES OF AMENDMENT |
TO THE | g::f&

RESTATED ARTICLES OF INCORPORATION |

OF

MIDAMERICAN ENERGY COMPANY =
TO THE SECRETARY OF STATE =2
OF THE STATE OF [OWA: =
—1

Pursuant to the provisions of Secdon 490.601, and in accordance with Sectiodi)
490.602(4), of the fowa Business Corporation Act, the undersigned corporation hereby
adopts the following Articles of Amendment to the corporation's Restared Articles gg

Incorporation. g
1. The name of the corporation is: E}
: ~r

MidAmerican Energy Company b3

2 On October 27, 1997, the Board of Directors of MidAmerican Energy Company, an
Towa corporation ("Corporation™), duly adopted the following Arrcles of Amendment to the
Restated Asticles of Tncorporation of the Corporation, as amended, caneeling the following
series of Preferred Stock of the Corporation in its entrety:

$3.75 Series 10

3. The total gumber of authorized Preferved Stock for the following Series, is
remaining after the cancellarion:

Seri Number of Shares Remaigi
- §3.75 Series 38,510
The Articles of Amendment 1o the Restated Articles of Incorporation were adopted

by the Board of Directors without action by the shareholders. These Articles of Amendment
to the Reswated Ardeles of Incorporaton are to be effective when fled by the Secratary of

State,
ILED MIDAMERICAN ENERGY CONPANY
IOWA
SECREI' ARY OF STATE ‘
[{- “Qz 7 P. J. La(gfor, @ President and
C/-'\ ol Corporate Secretary f t ’
AMDL097 : .
Wissaie Qe9,

TR @



MidAmerican Energy Company
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¥
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" —

Na. WD0153466
Date: DB/13/1997

w0 0p-0 B ECRETARY OF STAT]B

MIDAMERICAN ENERGY COMPANY

ACKNOWLEDGMENT QF DOCUMENT FILED

; The Secretary of State acknowladges receipt of the f£ollowing
) document:

Articles of Amencdment

The document was £ilsd onm August 11, 1897, at 11:00 AM, t< be
effective as of Avgust 11, 1297, at 11:00 AM.

o

The amcunt of $50.00 was received in full payment of the filing =

fae. T

=
3
: =
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MidAmerican Energy Company ExHIBIT A-17

“y ,
» Articles of Incorporation & ByLaws
ARTICLES OF AMENDMENT R Qgg
TO THE |

RESTATED ARTICLES OF INCORPORATION .

OF o

MIDAMERICAN ENERGY COMPANY
TO THE SECRETARY OF STATE =
OF THE STATE OF IOWA: =

Pursuant to the provisions of Section 490.601, and in accordance with Secno&
490.602(4), of the Iowa Business Corporaton Act, the undersigned corporation hereby
adopts the following Artcles of Amendment to the corporation's R:stated Articles oE
Incorporation.

AEN

1. The name of the corporatior is: g
MidAmerican Eaergy Company §

2. On Angust 7, 1997, the Board of Directors of MidAmerican Egergy Company, an
Iowa corporation ("Carporation™), duly adopted the following Articles of Amendment to the
Restated Articles of Incorporzdon of the Corporauon, as amended, c:mdelmcr the foilowing
series of Preferred Stock of the Corporation in its anrirery:

s ot

$3.30 Series 5

3. The total pumber of authorized Preferred Siock for the folﬂuwmg Series, i
remaining after the cancellation:

$3.30 Series 49,483

The Articles of Amendment to the Restated Articles of Incorporziﬁon were adopted
by the Board of Directors without action by the sharcholders. These Artidies of Amendment
to the Restared Articles of Incorporation are to be effective when filed by the Secretary of

State.
FILED ' MIDAMERICAN ENERGY COMPANY
ICWA -
SECRETARY OF STATE p 7 i
2 -5 ’ Q %‘Z%- g
/- ALy, 1 P11 Ld’gh:od?& ice President and
Corporate Secretary
T

00229
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) k.é ' . ‘f s . ‘_ - .'-f 11
_' No. W00153465 il
Date: 08/13/1997 e

190 2p-00 B CIRETARY OF STATE <
MIDAMERICAN ENERGY COMPANY . |
o)
ACKNOWLEDGMENT OF DQCUMENT FILED

-

The Secretary of State acknowledges receipt of the following 2
decunent:
Articles of Amendment

=

The decument was filed on August 11, 1997, at 10:57 AM, to be -
effective as of August 11, 1997, at 10:57 AM. '
The amount of $50.00 was received in full payment of the £iling o
fes. 5
=
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Mid American Energy Company

. EXHIBIT A-17

“Articles of Incorporation & ByLaws”

ARTICLES OF AMENDMENT
TOTHE
RESTATED ARTICLES OF NCORPORAnON
OF
MIDAMERICAN ENERGY COMPANY

TO THE SECRETARY OF STATE
OF THE STATE OF [OWA:

m %

Pursuant to the provisions of Section 490.601, and i accordance with Section
490.602(4), of the Iowa Business Corporation Act, the undersigned corporation hereby
adopts the following Articles of Amendment to the corporation's Rastated Articles of

Incorporation.
L. The name of the corporation is:

MidAmerican Energy Company

2. Article VA of the Restated Articles of Incorporation, as amended, is hereby amended
by delering the second senrence thereof in its enrirery and subsnmtmg the following

sentencea therefur

The number of directors of the Corporation shall be fixed

by the Bylaws but

shall be no less than three (3) and no greater than twensy-two (22), and such
nmumber may be increased or decreased Fom time to time in accordance with
the Bylaws, but no decrease shall have the effect of ahortemnc the term of any

incumbent director.
3. The date of adoption of r.he amendment was April 17, 1997,

4A. The amendment was approved by the shareholders. The des1g
outstanding shares, number of votes entitled o be cast by each vo
to vote separately on the amendment, and the qumber of votes of|
indisputably represented is as follows:

Votes Entitled
Designation Shares To Be Cast

nation, oumber of
ting group emtitled
|each voting group

Votes

of Group Ouistanding On Amendment  Rapresented
Common Stock 100,751,713 100,751,713 100,751,713

T2

3
-

$50.00 DJC

505358 AMEMI{)



MidAmerican Energy Company

-

EXHIBIT A-17

“ Articles of Incorporation & ByLaws”

4B. The total mumber of undisputed votes cast for and against the ampendment by each
voting group entitled to vote separately on the amendment are as follows:

Yoting Group Yotes For Votes Against
Common Stock . 100,751,713 0

The number of votes cast for the amendment by each voting group was sufficient for

P S Ly STy

mamsmimnnrm Tmy
G LA Y UL S bbbt ¢ Gl S

These Articles of Amendment to the Restated Articles of Incorporation, as amended, are to
be effective when filed by the Secretary of State.

MIDAMERICAN ENERGY COMPANY

N L 4

P. I. {éighrar/ Vice President and
Corporate Secretary

AMD41797

FILED
IOWA
SECRETARY OF STATE
g1~

15577 A




MidAmerican Eriergy Company EXHIBIT A-17

“Articles of Incorporation & ByLaws”

RESTATED ARTICLES OF EICORPORAIION

OF
MIDAMERICAN ENERGY COMPANY ‘"‘
TO THE SECRETARY OF STATE =
OF THE STATE OF IDWA: =
Pursuant to the provisions of Section 490.601, and in accordance with Section §
490.602(4), of the Iowa Business Corporation Act, the mdersxgned corpom:m hereby
2donte he follomrine Asizlag of Amondmane oo e compomton's Jestsind AssScis of [rert
e v —-= hind 4 -
Incorporation. =
cOEp: g
L. The pame of the corporation is: r~
i
1
MidAmerican Energy Corapany "
2. On May 8, 1997, the Board of Directors of MidAmerican Energy Company,
an [owa corporation ("Corporation™), duly adopted the following Ardcles of Amendment to
the Restated Articles of Incorporation of the Corporation, canceling the following seties of
Preferred Stocic of the Corporation in its entirety:
=eries Number of Shares Canceled
$3.30 Series 33
$4.35 Series 3
3. The total mumber of authorized Preferred Stock for the following Series, is
remaining after the canceilation:
53.30 Series 49,490
$4.35 Series 49,945
The Articles of Amendment to the Restated Arricles of Incorpomtion were adopted
by the Board of Directors without action by the shareholders. These Artcles of Amendment
to the Restated Articles of Incorporation are to be effective when filed by the Secretary of
State.
FILED
IOWA MIDAMERICAN ENERGY COMPANY
SECRETARY OF STATE .
SRy St
222 PJ Léghton, Gee President and ({\ )
W145453 Corporate Secretary (0680

!‘:
Hil -

]



MidAmerican Energy Company EXHIB[T A-17
* “Articles of Incorporation & ByLaws"”

ARTICLES OF AMENDMENT

TO THE ‘ ,
RESTATED ARTICLES OF INCORPORATION | "] ] 9»98

OF
MIDAMERICAN ENERGY COMPANY ?

TO THE SECRETARY OF STATE
OF THE STATE OF IOWA:

Pursnant to the provisions of Sectmn 490,801, and 1n| awordance with

Qoction L00.30MAY oF sbha Toeme Doooio oo s aloo . T
ection £0C.302{(%), of the Iswa Dusipess uu;rui‘awn ."':.u., ale mu:.l.ms.ueu

corporation hereby adopts the following Articles of Amiendment to the
corporation’'s Restated Articles of Incorporation. ,

1. The name of the corporation is:
MidAmerican Energy Company

2 On January 22, 1997, the Board of Directors|of MidAmerican
Enerzy Company, an Iowa corporation ("Corporation™, duly adopted the
following Articles of Amendment to the Restated Artirles of Ingorporation of the
Corporatian, canceling the following series of Preferred Stock of the Corparation

in its entirety:

$1.7375 Series 1,sss,dooo

3. The total number of authorized Preferred Stock Fnr the followx:ng
Series, i8 remaining after the cancellation:

$1.7375 Series 0

The Articles of Amendment to the Restated Articles iof Incorporation
were adopted by the Board of Directors without action by the shareholders.
These Articles of Amendment to the Restated Articles of Incd;rparatmn are to
be effective when filed by the Secretary of State.

MIDAMERICAN ENERGY COMPANY

OWA |

SE: ¥ OF STATE p [] i >
%jqu q A P.J. I.e{g//gion,f@be Preside:éxt and

w 135065 Carporate Secretary ‘
mAAnmAan el

2

$30.00 JAB

512529 AMEN1O



MidAmerican Energy Company EXHIBIT A-17

“Articles of Incorporation & ByLaws”

ARTICLES OF AMENDMENT
| TO THE |
RESTATED ARTICLES OF INCORPORATION
OF : q‘f‘| )
MIDAMERICAN ENERGY COMPANY | |

TO THE SECRETARY OF STATE
OF THE STATE OF IOWA:

Pursuant to the provisions of Section 490.601, and in accordance with
Section 490.602(4), of the Iowa Business Corporation Act, the undersigned
corporation hereby adopts the following Articles of Ambendment to the
corporation's Restated Articies of Incorporation.

1 The name of the corporation is:
MidAmerican Energy Company
2. As of October 30, 1396, the Board of Directors: of MidAmerican
Energy Company, an Iowa corporation ("Corporation™), duly adopted the

following Articles of Amendment to the Restated Articles of [ncorporation of the
Corporation, canceling the following Preferred Stock:

$1.7375 Series 43,000

3. The total number of authorized Preferred Stock for the following
Series, is remaining after the cancellation:

- Nugi - i Remaini
$1.7375 Series 1,888,000

The Articles of Amendment to the Restated Articles of Incorporation
were adopted by the Board of Directors without action by the shareholders.
These Articles of Amendment to the Restated Articles of Incarporation are to
be effective when filed by the Secretary of State.

MIDAMERICAN ENERGY COMPANY

FILED
IOWA
SECRETARY OF STATE ﬂﬂ %
I-4-9 & P. J. Léight§x, Vice President and \
/ b4 5-7‘3"’[ Corporate Secretary O

W1256413
il
H Bl ([ i ‘
“llll ’IJ i“ 2439 AMEMAD  $50.00 DOMNA 2
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ARTICLES OF AMENDMENT
TO THE
RESTATED ARTICLES OF H\TCORPORA'HON e v
OF
MIDAMERICAN ENERGY COMPANY <UL 2., 105€
TO THE SECRETARY OF STATE BRI
OF THE STATE OF IOWA: |

Pursuant to the provisions of Section 490.601, and in accordance with
Section 490.602(4), of the Towa Business Corporation Act. the undersigned
corporation hereby adopis the following Articles of Amendment to the
corporation’s Restated Articles of Incorporation.

1. Tha name of the corporation is:
MidAmerican Energy Company
2. Asof July 24, 1996, the Board of Directors of Mid4merican Energy
Company, an lowa corporation ("Corporation”), duly adopted the following

Articles of Amendment to the Restated Articles of Incorporation of the
Corporation, canceling the following Preferred Stock:

Series Number of Shares Canceled
$1.7375 Series 119,000

3. The total number of authorized Preferred Stock for the following
Series, is remaining after the cancellation: _

Seri Num f Shares R .y
$1.7375 Series 1,931,000

The Articles of Amendment to the Restated Articles of Incorporation

were adopted by the Board of Directors without action by the shareholders.

These Articles of Amendment to the Restated Articles of Incurporatmn are to
be effective when filed by the Secratary of State.

MIDAMERICAN ENERGY c:ommw

P.I % w%, ice President and

Secretary

MER. 147.wpd
O7T/1471568

Ap -



MidAmerican Energy Company . EXHIBIT A-17

« Articles of Incorporation & ByLaws”

t

ARTICLES OF AMENDMENT | ‘—m 935/8

TO THE
RESTATED ARTICLES OF INCORPORATION
OF -
MIDAMERICAN ENERGY COMPANY **= o

TO THE SECRETARY OF STATE APR 2+ 1993
OF THE STATE OF [OWA: SECRETARY OF STaTe

Pursuant to the promwns of Section 490,601, and ih accordance with

W LG YRR

Section £0C.502(s), of the lowa Business Corporanon Act; the undersigned
corporation hereby adopts the following Articles of Arnendment to the
corporation's Restated Articles of Incorporation.

04259513375, LC0D121 1 3NAHEN S O08

1.  The name of the corporation is:
MidAmerican Energy Company

2.  Asof April 23, 1996, the Board of Directors of MidAmerican Energy
Company, an lowa corperation ("Corporation”), duly adopted the following
Articles of Amendment to the Restated Articles of Incorporation of the
Corporation, cancelling the following Preferred Stock:

Series Number of Shares Cancelled

$1.7373 Series 350,000

3. The total number of authorized Preferred Stock for the following
Series, is remaining after the cancellation:
s L3 II 1 E S! : B - .-
$1.7375 Series 2,050,000

The Articles of Amendment to the Restated Articles of Incorporation
were adopted by the Board of Directors without action by the sharsholders.
These Articles of Amendment to the Restated Articles of Inc:hrporatlon are to
be effective when filed by the Secretary of State.

MIDAMERICAN ENERGY COMPANY

ﬂﬂ%ﬂ_

P.J. Lefghton,./vice

Secretary Secratary
MER. 14877 of Stata ¢
sezmisen - FWLED

Date: &f 2 ¢/ $ 4o

i



Mid American Energy Company EXHIBIT A-17
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ARTICLES OF CORRECTION
OF e ot ¥ bl

MIDAMERICAN ENERGY COMPANY
JAN 18 W%

TO THE SECRETARY OF STATE
OF THE STATE OF [OWA: SECRETARY OF STATE

Pursuant to section 124 of the Iowa Business Corporation Act, the
undersigned corporation adapts the following articles of correction.

1 The name of the corporation is MidAmerican Energy Company.

2. The document to be corrected is the Articles of Amendment ta the
Restated Articles of Incorporation of MidAmerican Energy Company.

3. The document to be corrected was filed by the secreta.ry of state on

December 28, 1995,
4. The incorrect statements in the document to be corrected are as
follows:
Serjes Number of Shares Cancelled
$3.30 Series 7
Seri Numl ¢ Shares Remaini
$3.30 Series 49 615

5. The reason that the document is incorrect is due to the fact that
the 7 shauld have been 39 and the 48,615 should have been 49,323,

6. The corrected statement is as follows:

Series : Number of ShaLIES Canecelled
$3.30 Series 99

Serias
$3.30 Series 49,523

MIDAMERICAN ENERGY ' COMPANY

P.Jd. Q@ h%, Vice President and

Corporate Secretary

MER-(48s
IMB



MidAmerican Energy Company EXHIBIT A-17

“Articles of Incorporation & ByLaws”

ARTICLES OF AMENDMENT |"1"13'3‘-S/ 8

TO THE g
RESTATED ARTICLES OF INCORPORATION BeRig
OF
MIDAMERICAN ENERGY COMPANY PEC 233
. g E'EFi e
TO THE SECRETARY OF STATE

OF THE STATE OF [OWA:

Pursuant to the provisions of Section 490.601, and in accordance with
Section 490.602(4), of the Iowa Business Corporation Act, the undersigned
cocporation Derzby adopts the folowing Articles of Amendment (o che
corporation's Restated Articles of Incorporation.

1. The name of the corporation is:

12289514440, CADDLL

MidAmerican Energy Company

2. As of December 13, 1995, the Board of Directors of MidAmerican
Energy Company, an Iowa corporation (“Cerporation™), duly adopted the
following Articles of Amendment to the Restated Articles of Incorporation of the
Corporation, cancelling the following Preferred Stock: ;

Series Number of Shares Cancelled
$3.30 Series 7

3. The total number of authorized Preferred Stock for the following
Series, is remaining after the cancellation:

Seri N} ¢S] R .
$3.30 Series 49,815

The Articles of Amendment to the Restated Articles of Incorporation
were adopted by the Board of Directors without action by the shareholders.
These Articles of Amendment to the Restated Articles of Incorporatmn are to
be effective when filed by the Secretary of Stata.

" Sscraiary of State

FiLZD : '
Date: /o -?—"" 7S o . -
Tine: P J. Leighton, &ite President and

MER-14S Receint: E a3k Secretary
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' ANWEX B
ARTICLES OF AMENDMENT ‘
TQ THE
RESTATED ARTICLES OF INCORPCRATION
OF ' | .
MIDAMERICAN ENERGY COMPANY RECEIVED
~ JUN 30195
TO THE SECRETARY OF STATE ' SECRETARY OF STAIE

OF THE STATE OF IOWA:

Pursuant o the nrovisiong of Section AN ANT and in accoedancs with Sestion
450.602(4), of the lowa Business Corporation Act, the undersigned corperation hercby

adopts the following Armicles of Amendment o the corporadon's Restated Articles of
Incorporation. ‘

L The name of the corporation is:
MidAmerican Energy Company

2 As of June 30, 1993, the Board of Disectors of MidAmerican Energy
Company, an lowa corporation {"Corporation”), duly adopted the following Ardcles of
Amendment to the Restated Articles of Incorporation (“Articles of Icarporation”) of the
Corporation, dermining cermin terms of its class of shares designated in Armicle II] of its
Articles of Incorporation as Preferred Stock, no par valug ("Preferred $tock™), and creating
and determining the terms of the ten series of Preferred Stock (collectively, the "Merger

~ Series™) 1o be issued on 1he date on which the merger (“Merger") of Midwest Resources Inc,,
an lowa corporation (“Midwest Resources™), Midwest Power Systems Inc., an lowa
corporarion {"Midwest Power"), and lowa-[lincis Gas and Elecwic Company, an Qlinois
corporacion {"Towa-Illinois"), with and into the Corparadon becomes, effectve ("Effective
Dare of the Merger”), upon the conversion of (i) all shares of each series of Midwest Power
Preferred Stock, no par value ("Midwest Power Preferred Stock™), into shares of a parcular
series of Preferred Stock, and (ii) all shares of cach series of lowa-[llinojs Preference Shares,
without par value ("Jowsn-Olinois Preference Stock™, into shares of a particular series of
Preferred Stock, including the certain preferences, limitarions and relative dghts of holders
of shares of Preferred Stock, and the designadon, praferences, limitations and refative rights
of ¢ach Merger Series.

3. The text of the Amendment determining the terms of the, Preferred Stock and
the terms of each Merger Series, is as follows: ‘


file:///vith
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A.  Designarions. Each Merger Series i3 given onae of the following

$1.7375 Sexies

$3.30 Series

$3.75 Series

$3.90 Series

$4.20 Series

$4.35 Series

$4.40 Serjes

$4.80 Series

$5.25 Series

$7.80 Series

B.  Number of Shares. Each Merger Series shall consist of the following
number of shares of Preferred Stock:
Serigs Number of Shares
$1.7373 Series 2,400,000
$3.30 Series 49,622
$3.75 Series 38,320
$3.90 Seres 32,6830
$4.20 Series 4'?,369
$4.35 Series 49,950
$4.40 Series 50,600
$4.80 Series 49,898
$5.25 Series 100,000
$7.80 Series 400,000
C. Distributions ("Dividends”).

(1)  The holders of the shares of sach Merger Series in

preference to the holders of Common Stock and the holders of any
other shares of the Corporation which rank junior to the Preferred
Stock, shall be enritled to receive, but only when and as declared by
the Board of Directors, out of any assets legally available therefor,
Dividends in lawful money of the United States of America, in the
amount per annum set forth in the designation of such;Merger Series
in these Arricles of Amendment creating such MergeriSeries, and no
oore. !

(2)  Dividends on the Merger Series shares shall be

payable quarterly on the first day of each of the months of March,
June, Sepiember and December ("Dividend Payment Dare™) with
respect to the quarterly Dividend period ending on the date preceding
each such Dividend Payment Date, to shareholders of record as of a
date to be fixed by the Board of Directors, not exceeding thirty (30)

2
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days and not less than ten (10) days preceding such Dividend
Payment Dates; provided, however, that the first Dividend payable
on the $5.25 Series and the $7.80 Series shall be paid as follows:

(a)  if a regular Dividend Payment Date for the
shates of lowa-lllinois Preference Stack which were
converted into shares of such Merger Series in the merger of
Midwest Resources, Midwest Power and Iowa-Illinois with
and into the Corporation ("lowa-Ilinois Payment Date"),
occurs after the Effective Daie of the Merger but before the
first Dividend Payment Date after the Effecdve Date of the
Merger (“First Dividend Payment Date”), then

4y a Dividend shall be paid on the shares
of such Merger Series on the lowa-Tllinois Payment
Date in the regular quarterly amount, and

(i1) a Dividend shall be paid on the shares
of such Merger Series on the First Dividend Payment
Date, but only in the amount obtained by multiplying
the regular quarterly amount of such Dividend by a
fraction (A) the numerator of which is'the number of
days in the period conmencing an the lowa-Illinois
Payment Date and ending on and including the day
prior to the First Dividend Payment Date, and (B) the
denominator of which is the number iof days in the
period commencing on the Dividend Payment. Date
preceding the Effective Date of the Merger and
ending on and including the day prier to the First
Dividend Payment Date; or

{6)  if the Fist Dividend Payment Date occurs
before an lowa-Tllinois Payment Date, a Dividend shall be
paid on the shares of such Merger Serdes on the First
Dividend Payment Date, but only in the amount obtained by
multiplying the regular quarterly amournt of such Dividend by
a fraction (i) the numerator of which is the number of days in
the period commencing on the lowa-Mllinois Payment Date
preceding the Effective Dare of the Merger and ending on
and including the duy prior to the First Dividend Payment
Date, and (i} the denominator of which is the number of days
in the period commencing on the Dividend Payment Date
preceding the Effective Date of the Merger and ending on
and including the doy prior to the First Divigend Puyment
Date.
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(3)  Except as provided in Section C (2), ‘Dividends on
each Merger Series share shall be cumulzdve from:the Dividend
Payment Date preceding the Effective Date of ‘the Merger.
Accumulations of Dividends shall not bear interest.

(4)  Except as provided in Section C (2), no Dividend shall
be paid upon, or declared and set apart for, any Merger Series share
for any quarterly period or portion therzof unless (i) at the same time
a like proportionate Dividend for the same quarterly period or
porden thereof shall be paid upon, or declared and set aside, for all
Merger Series shares and all other sheres of Preferred Stock on
which Dividends are payable on a Dividend Payment Dare and (ii) no
Dividends on any other shares of Preferred Stock are accrued and
nnpaid.

(5}  Salong as any Merper Series shares are outstanding,
the Corporadon shall not (i) pay or declare or set aside any Dividend
or ather dismibution on any shares of Common Stock or on any other
junior shares of the Corporadon which rank below the Preferred
Stock with respect i any assers, Dividends or other distriburions or
upon Liguidation or (ii) purchase, redeem or otherwise acquire for
value any shares of Common Stock or such junior shares, in each
case unless and until full Dividends have been declared and paid upon
or set apart for payment on all shares of Preferred Stock, with
respect 1o all Dividend periods and the Dividend period which
includes the date of such Dividend or dismibution on Common Stock
or such junior shares; provided, however, that the foregoing rerms of
this Section C (5) shail not apply to the declaration and payment of
Dividends or other disxibutions on any shares of Common Stock or
such junior shares if payable solely in shares of Cammnon Stock or
such junior shares, nor 10 the acquisition of shares of Comman Steck
or such junior shares in exchange for, or through the applicarion of
the proceeds of the sale of, any shares of Common Stock or such
junior shares, '

D. Redemption,

(1 Subject to the limirations set forth in Section F, the
outstanding shares of each Merger Series may be redeemed by the
Corporation, at its opton, by action of its Board of Directors, as a
whole at any rime or in part from time to time, by paying in cash on
a redermption dare specified by the Board of Directors, the following
redemprdon prices, in each case plus an amount equal to accrued and
unpaid Dividends thereon o such redemprion dae:
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$1.7375 Series: :
$26.3900 per share on December 1, 1994
dwough November 30, 1995
$26.0425 per share on December 1, 1995
through November 30, 1996
$25.6950 per share on December 1, 1996
through November 30, 1997
$25.3475 per share on Decenjber 1, 1997
through November 34, 1998
$25.000 per share on or after December 1,
1998 :
33.50 Series:
$101.50 per share
$3.75 Series:
$102.75 per share
$3.90 Series:
$105.00 per share
$4.20 Series:
$103.439 per share
$4.35 Series:
$102.00 per share
$4.40 Series:
$101.50 per share
$4.80 Series:
$102.70 per share
$5.25 Series:
$101.97 per share on November 1, 1998
through October 31, 1099
$101.3t per share on November 1, 1999
through Qctober 31, 2000
$100.66 per share on Novemdber 1, 2000
through October 31, 2001
$100.00 per share on av after November 1,
2001
$7.80 Series:
$107.80 per share on May 1, 1996 through
April 30,2001 :
$103.90 per share on May 1, 2001 through
April 30, 2002 .
$101.95 per share on or after May 1, 2002

provided, however, that (i) prior to December 1, 1998, no shares of
the $1.7375 Series may be redeemed through a refunding, directly or
indirectly, by or in anticipation of the incurring of any debt which has
an interest cost, or the issuance of stock ranking equally with or prior
to the $1.7375 Series as to Dividends or assets which has a Dividend
cost to the Corporation (computed in accordance with generally
accepted financial practice), of less that 7.15% per annum, (ii) prior

3
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to November 1, 1998, no shares of the $525 Series mmy be
redeemed at the aption of the Corporation, and (ii) prior o May 1,
1996, no shares of the $7.80 Series may be redeemed at the opdon
of the Corporation.

(2)  Subject to the limitations set forth in Section F, the
Corporaton shall on November 1, 2003 redeem afl shares of the
$5.25 Series then outstanding at $100.00 per shars, plus accrued and
unpaid Dividends therean through October 31, 2003,

(3)  “Accrued and unpaid Dividends" as used in this
Amendment with respect (0 any Merger Series share means the
amount, if any, by which the applicable amount of Dividend per
annum from the date after which Dividends on such ghare become
cumnlative to the date in question, exceeds the Dividends acrually

paid or declared and ser aside for payment thereon.

(4)  Notice of any proposed redemption of any Merger
Series shares shall be given by the Corporation by mailing a copy of
such notice not more than sixry (60) nor less than thirty (30) days
prior 1o the date fixed for such redemption to the holders of record
of such shares to be redeemed, ar their respective addresses then
appearing on the baoks of the Corpomﬁon; but no fhilure to mail
such notice or any defect therein, or in the mailing thereof, shafl
affect the validity of the proceedings for the redeuppuun of any
Merger Sencs shares so 1o be redaemed.

(5) In case of redemption of anly a part ofi the shares of
any Merger Series at the dme outstanding, the shares of such Merger
Series to be redesmed shall be selected by lot in such manner as the
Board of Directors may determine.

{(6)  On the redempticn date specified in the dotice of such
redempdon the Corporation shall, and at any dme within sixty (60)
days prior to such redemption date may, deposit in rust, for the
account of the holders of the Merger Series shares ro be redesmed,
funds necessary for such redemption with a bank or trust company in
good standing, organized under the laws of the United State of
America or of the State of lowa, doing business in the City of Des
Moines, lowa, having combined capital, surpius and undjvided profits
of at least $2,500,000 and designated in such notice of redemption.

{7) Naotice having been given and funds necessary for
such redemption having been deposited, all as provided in this
Section D, al} Merger Series shares with respect to the redemption
of which such nodce shall be given and depositi made, shall
thenceforth, whether or not the date fixed for such redémption shall
have yet occurred, or the certificates for such shares shull have been

6
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surrendered for cancellation, be deemed no longer w be outstanding
for any purpose, and all rights with respect to sugh shares shall
thereupan cease and terminate except only the right of the holders of
the cerdficates for such shares to receive, our of the funds so
deposired in must, upon or after the redemprion date (unless an
eariter date is fixed by the Board of Directors), the redemption fuads,
without interest, to which they are entitled upon endorsement, if
required, and surrender of their certificates for such shares,

(8) At the expiration of six (6) years after the redemption
dare such tust shall terminate and any such moneys then rernaining
OR JepOsil Wil UCh DaNi Or TUSL company walcn arg unciaimed by
the holders of the certificates for the Merger Serieg shares which
have been so redeemed, plus interest thereon, if any, shall be paid by
such bank or qust company to the Corporation, free of oust, and
therzafter the holders of the cerdficates for such shares shail have no
claim against such bank or must company but only claime as
unsecured creditors against the Corporation for the amount payable
upon the redemprion thersof, without interess.

(9)  Any interest on or other accretions 1o fnds deposited
with such bank or qust company pursuant ta this Sectien D shall
belong to the Corporarion. ‘

E. Sinking Fund, Subject 1o the limitations set forth in Section
F, while any shares of the $7.30 Series shall remain outstanding, the
Corporarion shull on or before May 1, 2001, and on or before May 1 of each
year thereafter o and including May 1, 2005 (each suchiMay 1 being
hereinafter in this Section E called a "Sinking Fund Redemprion Date™), set
aside, separate and apart from its other funds, an amount equal ito $6,660,000
{or such lesser amount as may be sufficient to redeem all of the shares of the
$7.80 Series then outstanding) as a mandatory sinking fund payment for the
exclusive benefit of shares of the $7.80 Series, plus such further anount as
shall equal the accrued and unpaid Dividends on the shares of the $7.80
Series 1© be redeemed out of such payment (as hereinafter i this Section E
provided) through the day preceding the applicable $inking Fund
Rederrpdon Dare, The obligation of the Corporation 10 make such payments
shall be cumularive, so that if for any reason the full amount thereof shall not
be set aside for any year, the amount of the deficiency from time to dme shall
be added to the amount due from the Corporation on subsequent Sinking
Fund Redemption Dates until the deficiency shall have been fully satisfied.
The Corporation shall be entded 10 credit against any such mandatory
sinking fund payment shares of the $7.80 Series redeemed, purchased or
otherwise acquired by the Corporation, except through application of any
sinking fund payment {(whether mandatory or optional), and not theretofore
50 credired, at the sinking fund redemption price hereinafter specified in this
Secdon E. ‘



MidAmerican Energy Company EXHIBIT A-17

“Articles of Incorporation & ByLaws”

In addition to the mandatory sinking fund payments sequired by the
irmediaiely preceding paragraph, the Corporation may at its option, in
respect of any Sinking Fund Redemption Date, set asids, separate and apart
from its other funds, an amount not in excess of $6,660,00D as an optional
sinking fiund paymene for the exclusive benefit of shares of the $7.80 Series,
phs such further arpount as shall equal the acerued and unpaid Dividends on
the shares of the $7.80 Series to be redeemed out of such payment (as
hereinafier in this Secton E provided) through the day preceding the
applicable Sinking Fund Redemption Date. The privilege iof making such
payments shall not be cumulasve, and no such payment shall relieve the
Corporation to any extent from its obligation to make any subsequent
mandatory sinking fund puyment

Any amoums set aside by the Corporasion pursuant 1o this Scction E shall be
applied on the date of such sewting aside if a Sinking Fund Redempdon Date
or otherwise on the first Sinking Fund Redemprion Date occurring thereafter
to the redempton of shares of the $7.80 Series at $100.00 per share, plus
accrued and unpaid Dividends through the day preceding the applicable
Sinking Fund Redemption Date, in the manner and upon the norice provided
in Secton D. ¥ any Sinking Fund Redempton Dare shall be a Saturday,
Sunday or other day on which banking institutons in Chigage, linais or
New York, New York are authorized or obligated to remain closed, such
term shall be construed to refer to the next preceding busingss day.

Subject to the limittions stated in Section F, the Corporarion shail on May
1, 2006 redesm any shares of the $7.80 Series then autstangding at $100.00
per share, plus accrued and unpaid Dividends through April 30, 2006,

F. Repurchase.

(1)  The Corporatian may from time to time purchase or
otherwise acquire Merger Series shares at a price nat exceeding the
amount ar the tme payable in the event of redemption thereof
otherwise than through the operation of the applicabie sinking fund,
if any.

(2)  Ifand so long as the Corporation shail be in defaultin
the payment of any quarterly Dividend on any Merger Series shares,
or shall be in default in the payment of funds into or the seting aside
of funds for any sinking fund creared for any Mergdr Series shares,
the Corporation shail not (other than by the use of unapplied funds,
if any, paid into or set aside for a sinking fund or funds prior o such
defanit):

(a)  redeem any Merger Series shares, unless all
Merger Series shares are redeemed, or
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()  purchase or otherwise acquire for a valuable
consideration any Merger Series shares, except pursuant to
offers of sale made by the holders of Merger Serics shares in
response 1o an invitation for tenders given hy mmil by the
Corporation simultaneously to the holders of record of all
Merger Series shares then outstanding, at their respective
addresses then appearing on the books of the Carporadon.

G. Preference on Liquidation.

(1)  Before any dismiburion of any assets of the Corparation
shall be made o e uoiders of any Commen 3ok or amy oker junior
shares of the Corporation which rank below the Preferred Stock with
respect Lo any assets, Dividends or other distributions:

(a)  in the event of any liquidation, dissoluton or
winding up ("Liguidation™ of the Corporation which is
voluntary:

0] the holders of the shares of the §1.7375
Series, $3.30 Series, $3.75 Series, $4.35 Series, $4.40
Sexies, $4.30 Series, $5.25 Series and $7.80 Series shall
be entitled o receive an amount per share equal 1o the
amount which would then be payable upon such share
in the event of redemption thereof in agcordance with
Section D(1), except that prior 1o November 1, 1998,
the holders of the shares of the $5.25 Series shall be
entitled to receive $105.25 per share and prior to May
1, 2001, the holders of the shares of the $7.80 Series
shall be entided 10 receive $107.80 per share, and no
more; and

(iiy  the holders of the shares of the $3.90
Series and 34.20 Series shall be entitled 10 receive the
amount of one hundred dollars ($100) per share plus
accrued and unpaid Dividends to the dare of payment
of such amount, and no more.

(b) in the event of any Liquidation of the
Corporation which is involuntary: :

® the holders of the shares of the $3.30
Series, $3.75 Series, $3.90 Series, $4.20 Series, $4.35
Series, 54.40 Series, 54.80 Series, $5.25 Series and
$7.80 Series shall be enrided 1o receive the armount of
one hundred dotlars ($100) per share plus accrued and
unpaid Dividends o the date of puyment of such
amount, and no more; and

9
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@  the holders of the shares of the $1.7375
Serics shal! be entitled 1o receive the amount of tweaty-
five dollars ($25.00) per share pins accrued and unpaid
Dividends to the date of payment of such amount, and
no more.

(2)  Ifupon any Liguidation the assers distributable among
the halders of the shares of Preferred Stock shail be insufficient 10
permit the payment of the full preferential amounts to which they shall
be entitled, then the entire assets of the Corporation tw be distributed
shall be distributed among the holders of the shares of Preferred Stock
then oulsianding cambly i propurtion (0 the amounts (0 which such
holders are respectively enrided.

{3)  If upon any Liguidation the holders of the shares of
Preferred Stock shall receive the full preferential amounts to which they
shall be endtled, the remaining assets and funds of the Corporation
shall be dismributed among the holders of the shares of Common Stock
and of any other junior shares of the Corporation which rank below the
Preferred Stock with respect to any assets, or Dividends or other
distributions, according to their respective rights and prefersnces and
according to their respective shares.

(4)  Neither a consclidation nor a merger of the
Corporation, nor a sale or mansfer of substantiaily all izs assets as an
entirety, nor a redemption or & purchase or other acquisition by the
Corporation of less than all of irs shares of any class at the time
outstanding, shall be regarded as a Liquidaton within the meaning of
this Section G.

H. Voring Rights,

(1)  Except to the extent required by law or as permined by
this Section H, the holders of Merger Series shares shail have no voting
rghts.

(2)  Ifatany tme Dividends on any Preferred Stock shall be
accrued and unpaid in an amount eguivalent o six or more full
guarterly Dividends, the hokders of ofl shares of Preferred Stock, voting
together as a single class for such purpase, shall be entitled untl, but
only until, ail Dividends accrued and unpaid on all shaves of Preferred
Stock shall have been paid (or deposited in trust for payment on or
before the next succeeding Dividend Payment Date with respect to
Merger Series shares, and on or before the next succesding date or
dates upon which Dividends are payable on other series of Preferred
Stock), to elect two (2) Directors of the Corporation.

10
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(3)  While the holders of the shargs of Preferred Stock
rermain entitfed to elect two (2) Directors of the Corporation, the
payment of Dividends on Preferred Stock, including accrued an unpaid
Dividends, shall noc be unreasonably withheld if the financial condition
of the Corporation permits payment thereof.

(4)  The right of the holders of the shares of Preferred Stock
under this Section H o elect two (2) Directors of the Corporation may
be exercised at any annual meeting of sharcholders or, within the
limisarions of this Section H, at 4 special meeting of shareholders held
for such purpose; whenever such right shall have become vested, upon
requesi signed Dy any hulder of record of shares of Freferred Siock and
delivered to the Corparation at its principal office not less than ninety
(90) days prior to the dare for the annual meeting next following the
date of such vesting, the President of the Corporation shall call a
special meeting of shareholders, to be held within sixry (60) days after
the receipt of such request, for the purpose of elecdng 2 new Board of
Directors, of which two (2) shall, subject to the provisions of this
Sectian H, be clected by a vote of the holders of the Preferred Stock
to serve until the next annual meeting or undl their successors shall be
elected and shall qualify,

(5) No such special meeting shall be required to be held
within 120 days after such a prior special meeting, and the term of
affice of each Director of the Corporacion shall terminate as the tme
of any such special meeting or adjournment thereof, notwithstanding
that the t1erm for which such Director had been elected shall not then
have expired, and provided thar the successor of such Director is duly
elected and qualified.

(6)  In the event that at any special meeting at which the
holders of the shares of Preferred Stock shall be entitled to elect two
(2) Directors of the Corporation, a quorum of the holders of the shares
of Preferred Stock shall not be present in person or by proxy, the
holders of Common Stock, if 2 quorum thereof be present in person or
by proxy, shall temporarily elect the Directors of the Carporation,
which holders of the shares of Preferred Stock were entitled but failed
to elect, such Directors to be designated as having been so elected and
their respective terms of office 1o expire at such imes thereafter as
their successors shall be elected by holders of the shares of Preferred
Stock as provided in this Secton H.

11
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(7)  Whenever the holders of the sheres of Preferred Stock
shail be enrided ta elact two (2) Directors, any holder of record of a
share of Preferred Stock shall have the right, during regular business
hours, in person or by a duly authorized representatve, fo examine the
Corporation siock records of the Preferred Stock for the purpose of
cormunicating with other holders of Preferred Stock with respect 10
the exercise of such right of election, and to make a list of such
holders.

(8)  Whenever, under the terms of this Secdon H, the
holders of the shares of Preferred Stock shall be divested of the right
to elect two (2} Directors, upon request signed by any ioider of record
of Common Siock and delivered o the Corporaton at its principal
office not less than ninetry (90) days prior to the date for the anonal
meeting next following the date of such divesting, the President of the
Carporarion thall call a special meeting of the holdars of Common
Stock 1o be held within sixry (60) days afier the receipt of such request
for the purpose of ekctng a new Board of Directors to serve until the
next annual meeting or undl their respective successors shail be elected
and shall qualify.

(9)  The erm of office of each Director of the Corporation
shall terrminate at the dme of any such special meeting or adjournment
thereof at which a quorum of holders of Common Stock shall be
present in person or by proxy, notwithstanding that the 1erm for which

: such Director had been elected shall not then have expired, and
provided that the successor 1o such Director is duly eleced and
qualified. '

(10) If, during any interval berween agnual mesdngs of
shiareholders for the election of Directors and while the holders of the
shares of Preterred Stock shall be entitled to elect two (2) Directors,
a Director in office who has been elected by the holders of the shares
of Preferred Stock, shall, by reason of resignation, death or removal,
cease to be a Director, (a) the vacancy or vacancies shalt be filled by
voie of the remaining Director then in office who was elected by the
holders of the shares of Preferred Stock or who succeeded to a
Director so elected, and (b) if any vacancy which occurred more than
six months prior to the date of the next ensuing annual meeting is not
so filled within forty (40) days afier the occurrence thereof, the
President of the Corporation shail call a special meeting of the holders
of the shares of Preferred Stock and such vacancy shall be filled at such
special meeting.

(11) A Director elected by holders of the shares of Preferred
Stock may be removed from office only by voie of the holders of a
majority of the votes of the ourstanding shares of Preferred Stock.

!’1
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(12) At any annual or special meeting of the sharsholders
held for any purpose, including the purpase of elecdng Directors when
the holders of the shares of Preferred Stock shall be entided to elect
two (2) Directors, the presence in person or by proxy of holders of a
majority of the votes of the ourstanding shares of Prefermed Stock shall
be required to consvmte 4 quarum of the holders of the shares of
Preferred Stock.

(13) Az any meeting of sharehalders ar which the holders of
the shares of Preferred Stock are required to vote by law or are
permitted to vote by any articles of amendment to the Articles of
incorporation, each noider of lvierzer Series shares shall rave one vot
for cach such Merger Series share except the holders of $1.7375 Series
shares, which shall have 1/4 vote for each such $1.7375 Series share,
and each holder of shares of each other savies of Preferred Stock shall
have the nurnber or fraction of votes set forth for each such share in the
articles of amendment to the Articles of Incorporation in which the
terns of such series ars determined, in each case standing in the name
of such helder on the books of the Caorporadon on the record date
fixed for such purpose, or, if no record date is fixed, on the date on
which such vote is taken.

(14) The holders of shares of Preferred Stock shall not be
entitled to receive nodce of any meeting at which they are not entided
1o vote.

L No Preempuive Rights. No holder of Merger Series shares as
such shall have any preemptive or preferendal right to purchase or subscribe
for any shares of stock or rights or options to purchase stock or any other
securigies of the Corporarion of any kind wharscever whether ndw or hereafier
authorized.

13
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The Articles of Amendment to the Restated Articles of Incorporation were
adopred by the Board of Directors without action by the sharsholders, These
Articles of Amendment to the Restated Articles of Incorporation are 1o be effective
when filed by the Secretary of Stae.

MIDAMERICAN ENERGY COMPANY

P. J. Ledghtoa Vice President and
Secretary

MER-142
06/22/95
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RESTATED -
ARTICLES OF INCORPORATION JUN 30 1835
OF
MIDAMERICAN ENERGY COMPANY SECRETARY OF STATE
TO THE SECRETARY OF STATE
OF THE STATE OF [OWA:

Pursuant to the provisions of Section 409.1007 of the Iowa Business Corporation Act, the
undersigned corporadon hereby adopts the following Rastated Articles of Incorporadon ("Articles
of Incorporation”):

ARTICLE 1

The name of the corporaton is "MidAmerican Energy Company” (hereinafter sometimes
cailed the "Corporation”) and its registered office shall be located at 666 Grand Avenue, Des Moines,
Towa 50306 with the right to establish and maintin branch offices at such other poinrs within and
withour the State of Iowa as the Board of Directors of the Corporation may, from dme to tfime,
derermine. The name of the Corporation’s registered agent at such regiswred office is Panl J.
Leighton, Vice Presidenr and Corporate Secrerary.

ARTICLE I

The namure of the business or purposes to be conducted or promoted is to engage in any or
all lawful act or acdwviry for which a corporation may be incorporared under the Iows Business
Corporation Act.

ARTICLE III

Al The aggregare number of shares which the Corporation shall have authority w issue
is 350,000,000 shares of Common Stock, no par value (“Common Stock™), and 100,000,000 shares
of Preferred Stock, no par value ("Preferred Siock™.

B. The shares of authorized Comrmon Stock shall be identical in all respects and shall
have equal rights and privileges. For all purposes, ach registered holder of Common Stock shall,
ar each meeting of shareholders, e endried to one vote for 2ach share of Common Stack held, either
in person or by proxy duly authorized in writing, Excepr to the extent required by law or as permitted
by these Articlss of Incorporation, as amended from dme o time, the registered holders of the shares
of Common Stock shall have unlimited and exclusive voting rights.

S0
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C. The Board of Directors, at any dme or from time to time, may, and is hereby -
authorized to, issue and dispose of any of the anthorized and unissued shares of Common Stock and
any treasury shares for such kind and amount of considerarion and to such persons, firmg or
corporagons, as may be detenrined by the Board of Directors, subject m any provisions of law then
applicable. The holders of Commeon Stock shall have no preempiive rights o acquire or subscribe
t0 any sharsg, ar securires converthle into shares, of Comman Stack,

D, The Board of Directors, at any dme or fom time to time may, and is hereby
authorized to, divide the authorized and unissued shares of Preferred Stock into cne or more classes
or series and in connection with the creadon of any class or series 1o determine, in whole or in par,
10 the full extent now or hereafier permitted by law, by adopting one or more articles of amendment
to the Ardcles of Incorporation providing for the creaton thereof, the designation, preferences,
limitatons and relative rights of such class or series, which may provide for special, conditional or
limired vating rights, or no righes to vore at all, and to issue and dispose of any of such shares and
any weasury shares for such kind and amount of consideration and to such persons, firms or
corporazions, as may be determined by the Board of Directors, subject 1 any provisions of law then
applicable.

E. The Board of Direcrors, at any dme or from drme to dme may, and is hereby
authorized to, create and issue, whether or not in connection with the issuance and sale of any shares
of Common Stock, Preferred Stock ar other securities of cthe Corporation, warrants, tights andfor
options entitling the bolders thereof 1o purchase {rom the Corporation any shares of Common Stock,
Preferred Stock or ather securities of the Corporation. Such warrants, rights or options shall be
evidenced by such insoument or insoquments as shall be approved by the Board of Directors of the
Corporation. The terms upen which, the time or dmes (which may be limired or unlimyited in
durarion) at or within which, and the price or prices (which shall be not less than the minimum
amoune prescribed by law, if any) at which any such shares or other securiries may be purchased from
the Corpormadon upon the exercise of any such warrant, right or option shall be fixed and stated in the
resolusion or resoiutions of the Board of Direcrors providing for the creation and issuance of such
warrants, righes or options. The 3oard of Directors s hereby authorized (o create and issue any such
WaITants, rights or options Tom time to tme for such consideraion, if any, and w such persons, firms
or corporatons, as the Board of Directors may determine,

F. The Corporation may asthorize the issuance of some or zll of the shares of any or all
of the classes of its capital stock withour certificares,

G. The Corporarion shall not be required to issue certificates representing any fracdon
or fractions of a share of stock of any class but may issue in lieu therzof one or more non-dividend
bearing and non-veting scrip certficates in such form or forms as shall be approved by the Board of
Directors, each scrip cemificate representing a fractional interest in one share of stock of any class.
Such scrip certificates upon presentation together with similar scrip cervificates representing in the
aggregate an interest in one or more full shares of stock of any class shall entide the holders thereof
10 receive one or more full shares of stock of such class. Such scrip cerdficates may conrain such
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terms and condirions as shall be fixed by the Board of Directars and may becoms void and of no
effect after a period 0 be determined by the Board of Directors and o be:specified in such scxip
cerrificares.

H.  The Corporation shall be enttled (o wreat the person in whose name any share of
Common Stock or Preferred Siock is registered as the owner thereof for all purpases and shail not
be bound to recognize any equimble or other claim to, or interest in, such share on the part of any
person, whether or not the Corporarion shail have notice thereof axcept as may be expressly provided
otherwise by the laws of the Suse of Towa,

ARTICLE TV

The term of corporate existence of the Corporation shall be perpetual,

ARTICLE V

A, All corporate powers shall be exercised by or under the authority of, and the business
andg affairs of the Corporation shall be managed under the diraction of, the Board of Directors. The
number of directors of the Corporaton shall be Axad by the Bylaws but shaill be no less than wn {10)
and no greater than twenty-two (22}, and such number may be increased or decreased from tme w
tdime in accordance with the Bylaws, but no decrease shall have the effect of shartening the term of
any incumbent director. Directors shall be ¢lected by the sharehaglders at each annunl meeting of the
Corporation as specified hersin and in the Bylaws. Directors need not be sharzholders.

B. Each direcror shall serve uneil his or her successor is elected and qualified or unsil his
or her pricr death, retrement, resignation or removal  Should a vacancy accur or be created, whether
arising through death, resignation or removal of a director or through an increase in the aumber of
directors, such vacancy shail be Siled solely by 2 majority vore ot the remaining directors though less
than a quorum of the Board of Directors. A director so elecred to fill a vacancy shall serve for the
remainder of the then present term of office of the Board of Directors.

C. Any ditecror or the 2ntire Board of Directors may be removed for cause as set forth
in this paragraph C, Removal of a director for cause must be approved by the affirmatve vote of the
holders of shares of capital stock of the Corporation having at least 75% of the votes of all
ourstanding shares of capital stock of the Corporarion entited 1o vote generally in the elecdon of
direcrors, voting together as a single class, only ar 2 meeting called for the purpose of remaving the
director and after notice stating thar the purpose, or ong of the purposes, of the meeting is removal
of the director. Any acton for remaoval of a director must be taken within one year of such cause.



MidAmerican Energy Company

. EXHIBIT A-17

“Articles of Incorporation & ByLaws”

D.  The Board of Directors, by a vote of a majority of the endre Board of Directors, may

appoint from the directors an executve comminee and such other committees as they may deem
Judicious; and to such extent as shall be provided in the resolution of the Board of Directers orin the
Bylaws, may delegate o such comminees all or any of the powers of the Board of Directors which
may be lawfully delegated, and such commirteas shall have and therenpon may exercise all or any of
the powers so delagated @ them. The Board of Directors or the Bylaws may provide the number of
members necessary to constitute a quorum of any comminee and the number of affirrative votes
necessary for action by any committee.

E. The Board of Directors shall elect such officers of the Corparation as specified in the
Byiaws. All vacancies in the offices of the Corporation shall be filled by the Board of Directors. The
Board of Directors shaﬂalsuhaveauﬂmmymappcmsuchomcrmmgmgoﬂic:rsusmzymayﬁnm
ime to time desermine,

ARTICLE V1

Special mesdngs of shareholders of the Corporation may be called at any tme by the
Chairman of the Board of Directors or by the Presidenr on at least ten days' notice o each
sharehelder entitled 1o vote at the special meeting, by mail at such shareholder’s last known post
office address, specifying the time, place and purpose or purposes of the special meeting.

ARTICLE VI
The private property of the sharcholders of the Corporation shall be exampt from all corporate
debs, '

ARTICLE VII

A In addidon to any affirmative vote required by law or under any ather provxsmn of
these Articles of Incorporanon:

(i) any merger or consolidadon of the Corporation or any Subsidiary (as
hereinafier defined) with or into any Other Entity (as hersinafier defined); or

(i)  any sale, lease, exchange, morgage, pledge, mansfer or other disposidon (in
one ransaction or a series of related wansactions) to or with any Other Entity of any
assets of the Corporation or any Subsidiary having an aggregate Fair Market Value
{as herzinafter defined) of $25,000,000 or more; or

53
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(i) the issuance or mansfer by the Corporation or any Subsidiary (in one
transaction ar a series of related transactions) of any securities of the Corporation or
any Subsliary to any Other Entiry in exchange for cash, securites or other property
{or a combination thereof) having an aggregare Fair Marker Value of 325,000,000 or
more; or

(iv)  the adgption of any plan or propasal for the liguidaton or dissolution of the
Corporadan; or

(v} anv reclassificadon of securides fincluding any reverte stock splith,
recepitalizagon, reorganizaton, merger or consclidaron of the Corporaton with any
of its Subsitfiaries or any similar Tansaction (whether or not with or into or otherwise
involving any Other Encry) which has the effecr, dirsctly or indirecty, of increasing
the proportionase share of the curstanding shares of any class of equity or conversble
securities of the Corporation or any Subsidiary which is directly or indirectly owned
by any Qther Encdry; or

(vi)  any direct or indirect purchase or other acquisidon by the Corporation of any
equity security (as defined in Rule 5a11-{ of the General Rules and Regulations under
the Securities Exchange Act of 1934, as in effect on June 30, 1993) of any class from
an Interested Securityholder (as hereinafter defined) who has beneficially owned such
securiries for less than two years prior to the date of such purchase or any agreement
in respect thereof,

shall require the affirmative vore of the holders of shares of capiral stock of the Corporation having
at least 75% (excluding, in the case of (i) through (v) above, shares beneficially owned by a 25%
Shareholder (as hereinafter defined), and, in the case of (vi) above, shares beneficially owned by such
Interssted Securityholder} of the vates of ali outstanding shares of capital stock of the Corporation
entitled to vote generally in the election of directors, considered for the purpose of this Ardele VII
as ane class (“Vouing Shares™). Such arfirmative vote shall be required norwithstanding the fact thas
no vore may be required, or that some lesser percentage vote may be specified, by law or in any
agreement with any national securities exchange or otherwise.

B. The provisions af paragraph A of this Ardcle VIII shull not be applicable to any
particular Business Comkbination {as hersinafter detined), and such Business Cornbinarion shall require
only such affirmarive vote as is required by low and any other provision of these Articles of
Incorporation, if 4 of the condidons specified in ¢ither of the following subparagraphs 1 and 2 shall
have been satisfied.

1. A majority of the Continuing Directors (as hereinafter defined) shall have
approved the Business Combinadon (but only if a majority of the Board of Directors are
Centinuing Directors); or


file:///rticle

MidAmeri En C
erican Enetgy ompay . EXHIBIT A-17

“Articles of Incorporation & ByLaws”

2 All of the following conditions shall have been met:
a The rado af:

(f) the aggregars amount of the cash and the Fair Marker Value
as of the date of consummation of the Business Combinagon of other
consideration 1o be meeived per share by hoiders of 2 particular class or series
of Voting Shares in such Business Combinagon

to

(i)  the Fair Market Value per share of such class or series of
Voting Sharss an the date of the first public announcement of such Business
Combinadon or the date on which any 25% Sharsholder became 2 25%
Shareholder, whichever ig higher

is at least as grent as the rato (which rdo shall equal the number one in the event that
such 25% Shareholder has never beneficially owned any shares of such class or series
of Vordng Shares) of -

(x}  the highest per share price {including brokerage commissions,
transfer taxes and soliciting dealers' fees) which such 25% Sharsholder has
theretofore paid for any share of such class or seres of Vodng Shares
acquired by it

o

{y}  the Fair Marker Value per share of such class or seres of
Voting Shares on the date of the inidal acquisiton by sich 25% Shareholder
of any share of such class or series of Vodng Shares:

b. The aggregate amounc of the cash and Faic Market Value as of the
date of consummation of the Business Combinaton of other consideradan to be
received per share by holders of each class or series of Preferred Stock in such
Business Combination is not less than the highest preferendal amount per share to
which holders of shares of such class or series of Preferred Stock would, respectively,
be endted in the event of any volunmry or invelunwary liquidadon, dissoludon or
winding up of the Corparation, regardless of whether the Business Combination o
be consumrnated constitutes such an event:
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e The considerarion to be received by holders of a particular class or
series of Voung Shares in such Business Cambination shall be in cash orin the same
form and of the same kind as the consideradon paid by the 25% Shareholder in
acquiring the shares of such class or series of Vodng Shares already owned by it

d Afier such 25% Shareholder has acquired ownership of aot less than
25% of the then ourstanding Vodng Shares (a "25% Intersst”) and prior to the
consummation of such Business Combination:

() the 25% Sharchalder shall have taken steps t© ensure chac the
Corporation’s Board of Directors includes at all drpes represencaton by
Continning Directar(s) proportionate to the rado that the Voting Shares
which from tirme to time are owned by persons who are aot 25% Shareholders
("Public Holders") bear o all Voung Shares ourstanding at such respective
times (with a Continuing Direcror to occupy any resuldng fractional board
position);

(ii) there shall have been no reducton in the rate of distributions
("Dividends™) payable on the Common Stock except as may have b:cn '
approved by a majority vote of the Continuing Directors;

(i)  such 25% Shareholder shall not have acquired any newly
issued shares of stock, directly or indirectly, from the Corporation {(sxcept
upon conversion of convertible securities acquired by it prior 1o obining a
25% Intarest or as a4 result of 1 pro raca stock Dividend or stock splir); and

(iv)  such 25% Sharcholder shall not have acquired any additional
Voting Shares or securities convertible inta or sxchangeable for Voting
Shares excepr as a part of the mansacdon which rosulted in such 25%
Shareholder acquiring its 23% Interest

e Prior to or upon the consummation of such Business Combination,
such 25% Shareholder shall not have (i) received the benefir, directly or indirecdy
(except proportionately as a sharcholder), of any loans, advances, guarantees, pledges
or arher financial assistance or tax credits provided by the Corpornton, or {if) made
any major change in the Corporation’s business or equity capitl sgucture without the
ananimous approval of the entire Board of Directors; and

£ A proxy statement responsive o the requiremants of the Securities
Exchange Act of 1934 and the General Rules and Regulatons promulgated
thereunder shall have been mailed to all holders of Voting Shures for the purpose of
solicidng shareholders’ approval of such Business Combination. Such proxy
staternene shall coacain at the froax thereof in 1 prominent place, any recommendadons
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as to the adwvisahbility (or inadvisahifity) of the Busincss Combination which the
Continuing Directors, or any of them, may have furnished in writing and, if desyned
advisable by a majority of the Contnuing Directors, an opinion of a reputable
invesonent banking fGrm as 1o the faimess (or lack of fairness) of the terms of such
Business Combinarion, from a fnancial point of view, to the holders of Voting Shares
other than any 25% Shareholder (such investment banking fim to be selected by a
majariry of the Continuing Directors, to be frnished with all information ir reasonably
requests and to be paid a reasonable fee for its servicss upon receipt by the
Corporarion of such opinion).

C. For the purposes of this Article VII:

L The term “Business Combination™ shall mean any ransaction which is referred
to in any one or more of clauses (i) through (v) of paragraph A of this Article VIII;

2. The term "Other Entity” shall inciude (a) any 25% Shareholder and (b) any
other person (whether or not iself a 25% Shareholder) which after any Business
Combination, would be an Affiliate (3s hereinafier defined) of any 25% Shareholder;

3. The term "person™ shall mean any individual, firm, wust, parmership,
association, corporation or other endty;

4, The term "25% Sharchelder” shall mean, in respect 10 2ny Business
Combinarion, any person (other than the Corporaton or any Subsidiary) who or which, as of
the record dare for the detsrmination of sharehalders enritled to notice of and to vote an such
Business Combinarion, or immediately prior 1o the consummation of any such transacrions,

(a)  is the beneficial owner, directly or indirectly, of not less than 25% of
the Varing Shares, or

(b) is an Affiliate of the Corporaton and at any time within five years prior
thereto was the beneficial owner, direcdy or indirectly. of not less than 25% of the
then outstanding Vodng Shares, or

() is an assignes= of or has otherwise succesded m any shares of capinal
stock of the Corporation which were at any dme within five years prior thereto
beneficiaity owned by any 25% Shareholder, and such assignmear or succession shall
have occurred in the course of a mansacrion or seres of ransactions not involving a
public offering within the meaning of the Securides Act of 1933;



MidAmerican Energy Company ‘ EXHIB IT A-17

“Articles of Incorporation & ByLaws”

s. A person shall be the beneficial owner of any Voting Shares

(a)  which such person or any of its Affiiares and Associates (as hereinafter
defined) beneficially own, directly or indirectly, or

(b)  which such person or any of its Affliatss or Associares has (i) the right
to acquire: (whether such right is exercisable immediately or only after the passage of
time), pursuant to any agreement, arrangement or understanding or upoa the exercise
of conversion rights, exchange rights, warrants or opdons, or otherwise, or (ii) the
Tight to vOle pursuant to any agreement, arrangement or understanding, or

{¢)  which are beneficially owned, direcdy or indirectly, by any other
person with which such first mentoned person or any of its Affiliates or Associares
has any agreement, arrangement or understanding for the purpose of acquiring,
holding, votng or disposing of any shares of capital stock of the Corporadon;

6. The cutstanding Voting Shares shall include shares deemed owned through
applicadon of subparagragh 5 of this paragraph C above but shall not include any other
Vating Shares which may be issuable pursuant ro any agreement or upon exercise of
conversion rights, sarrants or opoons, or otherwise;

7. The term "Continuing Director” shail mean () 2 person who was a member
of the Board of Directors elected by the Public Holders prior o the date as of which any 25%
Shareholder acquired in excess of 10% of the then ourstanding Voting Shares or (b) a person
designated (before his or her initial ¢lection as a dirsctor) as a Condnuing Director by a
majoricy of the then Condnuing Directors;

8. The term “other consideracion to be received” shall include, withour limitadon,
Voting Shares retained by Public Holders in the event of 2 Business Combination in which the
Corporation is the surviving corporation;

9. The terms " Affiliare” and “Associare” shall have the respective meanings given
those terms in Rule 12b-2 of the Genernl Rules and Reguladons under the Securities
Exchange Act of 1934, as in effect on June 30, 1995;

10.  The term "Subsidiary” shail mean any corporation or other entity of which a
majoricy of the outstanding voring securities or other equity interssts having the power, under
ordinary circumstances, to elect 2 majority of the directors or otherwise to direct the
management and policies, of such corporarion or other entiry, is owned, directy or indirectly,
by the Corporaton;

11.  The term "Interested Securityholder” shall mean, with respect o any
transacrion which is referred to in Clause (vi) of paragraph A of this Aricle VI, any person
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(other than the Corporation or any Subsidiary) whao or which, as of the record date for the
determinarion of shareholders enzted to notice of and to vots on such n'ansac:ion. or
immediately prior to the consummation of any such mansaction,

(a) s the beneficial owner, direcdy or indirectly, of not less than fve
percent of the Voting Shares, or

{(b)  is an Afliare of the Corporatdon and at any time within two years prior
therzto was the beneficial owner, directly or indirectly, of oot l:ss than five percent
of the then ourstanding Voring Shares, or

() is an assignee of or has otherwise succeeded to any shares of the class
of securides 10 be acquired which were a1 any tme within two years prior thereto
beneficially owned by an Interested Securityholder, and such assignment or succession
shall have occurred in the course of 2 wansaction or serieg of transactions not
involving a public offering within the mzaning of the Securidas Actof [933; and

12 The term "Fair Market Value” shall mean (i) in the cass of capital stock, the
highest closing sale price during the 30-day period immediately preceding the dace in guestion
of a share of such capiral stock on the Composite Tape for New York Stock Exchange-Listed
Stocks, or, if such capiral stock is not quored on the Composite Tape, on the New York
Stock Exchange, or, if such capital stock is not listed an such exchange, an the principal
United States securities exchange registered under the Securities Exchange Act of 1934 on
which such capiral stock is listed, or, if such capical stock is not listed on any such exchange,
the highest closing bid quotarion with respect w a share of such capital stock during the 30-
day period preceding the dats in question an the National Associadon of Securities Dealers,
Inc. Automated Quotarions System or any system then in use, or if no such quotarions are
available the fair market value on the date in question of a share of such capital stock as
determined by a majerity of the Contnuing Directors in good faith; and (if) in the case of
property other than cash or capital srock, the fair markes value of such property on the date
in quesdon as determined in good faith by a majority of the Condnuing Directors; provided
that any such dererminadon by the Continuing Direcrors shall anly be affectve if made ata
meering it which 2 majority of Continuing Directors is present.

D. A majority of the Continuing Directors shull have the nower and dury to determine
for purposes of this Article VTIL, on the hasis of informartion known to them, (i) the number of Vorng
Shares beneficially owned by any person, (if) whether a person is an Affiliate or Associae of another,
(iif) whether a person has an agresment, arrangement or undersianding with another as ro the matters
referred 10 in subparagraph 4 of paragraph C, (iv) whether the assers subject 10 any Business
Combination have an aggregate Fuir Marker Vulue of $25,000,0C0 or more, and (v) such other
marters with respect t0 which a dersrmination is required under this Article VIL

10
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E. Nothing contained in this Article VIII shall be consgued to relieve any 25% -
Shareholder from any fiduciary obligation impased by law.

ARTICLE IX

Any amendiment, alteration, change or repeal of Astcle VA, VB and VC, Artdcle VIIL or this
Article [X of these Arriclss of Incorporation shall require the affirmative vore of the holders of shares
of capital stock of the Corporatian having ac least 75% of the vozes of all ourstanding Voring Shares
(as defined in Article VTII), excluding from such affirmative vote shares beneficially owned by any
25% Sharenoloer or by any [nterested Securityholder in the case of an amendment of the provisions
of paragraph A of Artcle VIII that exclude from an affirmartive vote required pursuant to such
paragraph A shares beneficielly owned by 25% Shareholders ar shares beneficially owned by
Interested Securiryholders, as the case may be.

ARTICLEX
The Board of Directors may make Bylaws and from Gme to time may alter, amend or repeal
any Bylaws; but any Bylaws made by the Baard of Directors may be altered or repealed by the
sharehoiders endrled to vors generaily ar any annual meedng or at any spegizl mesting provided
notics of such proposed alteration or repeal be included in the nodce of mesting.

ARTICLE XI

A.  Adirector of the Corporation shall not be personally liable to the Carporation or its
shareholders for monetary damages for breach of fiductary duty as a director, except far liabilicy:

(i)  for any breach of the direcror's duty of layalty to the Corporation or
its sharehoiders; or

@) for acts or omissions not in good faith or which involve intentional
misconduct or 2 knowing vicladon of law; or ' '

{ii) for any ansaction from which the director derives an impraper
persoral benefit; or

(iv)  under Section 490.833, or g successor provision, of the lowa Business
Corparation Act

B.  [f after the date these Arricles of Incorporation are filed with the Secrerary of State
of the Stte of lTowa, the lowa Business Corporation Act is amended to authorize corporate action
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MidAmerican Energy Company . EXHIBIT A-17

“Articles of Incorporation & ByLaws"

firther eliminadng or limidag the personal labilicy of dirccrors, then the liability of a disector of the .
Corporation shall be desmed eliminared or limited to the fullest extent permired by the lowa Business
Corporation Act, as 50 amended. Any repeal or modificadon of Section A or Section B of this
Article XI, by the shareholders of the Corporarion shall be prospective only and shall not adversely
affect any righs or protection of a director of the Corporation existing at the dme of such repeal or
modificadon.

ARTICLE XII

A.  Each person who was or is a party ar is threatened 10 be madz a party to or is invelved
in any action, suit of proceeding, whether civil, criminal, administragve, investgative, or arbiozdon
and whether formal or informal (“proceeding"), by reasons of the fact that he ar she, or a person of
whom he or she is the legal representative, is or was a director, officer or employee of the
Corporation or is or was serving ar the request of the Corporation as a direcror, officer or employes
of another corporation or of a partnership, joint venmure, rust or other enterprise, including service
with respect to emplayes berefit plans, whether the basis of such proceeding is alleged acrion in an
official capaciry while serving as a director, officer or empioyee or in any orher capacity while serving
as a dir=ctar, officer or employes, shail be indemnifisd and held harmless by the Corporadon o tha
fullest extent authorized by the lowa Business Corporation Act, as the same exists or may hereafter
be amended (but, in the case of any such amendmert, only to the extenc that such amendment parmirs
the Corporation to provide broader indemnification rights than the lowa Business Corporation Act
permitted the Corporation to provide prior 10 such amendment), against 2l reasonable expenses,
liability and loss (including, without limiradon, attorneys' fees, all costs, judgments, fines, Emplovee
Rerirement Income Security Act excise taxes or penaldes and amounts paid or to be paid in
settlemnant) reasonably incurred or suffered by such person in connection therewith, Such righe shall
be a conerace right and shall include the right to be paid by the Corporation expenses incurrad in
defending any such procseding in advance of its finul dispesiton; providad, however, thar the
payment of such expenses incurred by a director, officer or employee in his or her capacity as a
director, officer or employe (and not in any other capucity in which service was or is rendered by
such person while a director, officsr or employee including, without limitation, service @ an employee
benefir plan) in advancs of the final disposition of such proceeding, shall be made only upon delivery
to the Corporadon of (i) 2 written undertaldng, by ar on behalf of such diractor, officer or employee,
to repay al! amounts so advanced if it should be derermined uldmaie!y that such director, officer or
employee is not sntided 10 be indemnified under this Acricle XII or otherwise, or (i) 4 written
affirmation by or on behaif of such director, officer or empiayes that, in such person’s good faith
belief, such person has met the standards of conducr set forth in the lowa Busintess Corporation Act

B. If a claim under Section A is not puid in full by the Corporadon within thiny (30) days
after a written claim has been received by the Corporadon, the claimant may ar mny time thersafter
bring suit agzinst the Corporation to recover the unpaid amount of the claim and, if successful in
whole or in part, the claimant shall be snritled to also be paid the axpenses of prosecuting such claim.
1t shall be a defense to any such action that the claimant has not met the standards of conduct which
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. EXHIBIT A-17

“Articles of Incorporation & ByLaws”

make is permissible under the Iowa Business Corporation Act for the Corporation w indemnify the
chaiiman for the 2mount climed, but the burden of proving such defense shall be on the Corporation.
The failure of the Corporation {including its Board of Directors, independent legal counsel or its
sharcholders) to have made a determninaton prior to the commencement of such action that
indermmification of the claimant is proper in the circumstances because he or she has met the applicable
standard of canduct set forth in the lowa Business Corporation Act, shall not be 1 defense to the
action or create 2 presurnpoon that the claimant had not met the applicable standard of conduct

(ad Indemnification pravided hereunder shall, in the case of the death of the person
entitled to indemnificadon, inure 1 the benefit of such person's heirs, executors ar other lawfil
representadves. The invalidicy or unenforceability of any provision of this Article XII shall not affiect
the validiry or enforceability of any other provision of this Ardele XTI. ‘

D. Any action taken or omitted to be taken by (i) any director, officer or employes in
good faith and in compliance with or pursuant 1o any ocder, determinagon, approval or permission
made or given by a commission, beard, official or other agency of the United Smtes or of any stane
or other governmental authority with respect to the propercy or affairs of the Corporation or any such
business corporation, not-for-profit corporaton, joint venture, rade association or other entity over

which such commission, board, official or agency has jurisdicdon or authoriry or purports to have -

jurisdicdon or authority or (ii) by any director of the Corporadon pursuant w Section D of Article
VT shall be presumed to be in compliance with the standard of conduct set forth in Secton 490.851
(or any successor provision) of the lowa Business Corporation Act whether or not, in the case of
clause (i), it may thereafter be determined char such order, dererminaton, approvel or permission wis
unauthorized, erroneous, unlawful or otherwise improper.

E. Uniess finafly determined, the terminadon of any lidgadon, whether by judgment,
settlement, convicton or upon a plea of nola conzendere, or its equivalent, shall not creats a
presumption that the action mken or omitted to be taken by the person seeking indemnification did
not comply with the standard of canduct ser forth in Secton 490.351 (or any succassor provision)
of the [owa Business Corpomtion Act.

F. The rights conferred on any person by this Artcle XII shall not be exclusive of any
other right which any person may have or hereafter acquire under any statute, provision of the
Articles of Incorporation, Bylaws, agreement, vote of shareholders or disinteresied directors or
otherwise.

G. The Corporation may maintain insurance, af its expense, to protect itself and apny such
director, officer or employee of the Corporation or another corporation, partership, joint venture,
trust or other enterprise against any such expense, liability or loss, whether or not the Corporation
would have the power to indemnify such person against such expense, liability or loss under the [owa
Business Carporation Act.

*



MidAmerican Energy Company EXHIBIT A-17
“Articles of Incorporation & ByLaws”

The duly adopted Restated Articles of Incorporation supersede the criginal Articles of
Incorporation and ail amendments thereto.

The Restated Ardcles of Incorporadon amend the Armicles of Incorporation requiring
shareholder approval. mmmm&mmmwbymmmm
The designation, number of outstanding shares, number of votes entided o be cast by each vorng
gmupmmhdmmwpamdymmckemedmmoﬂmmmanddwmmherofm

of each voring group indisputably representad are as follows:

Vores Entitled
Designadon Shares To Be Cast On Votes Represented
—~Of Group__ Qurstanding Resqared Amicles _._aLannz__.

Common Stock 1.000 1,000 1,000

The rotal number of undisputed votes cast for and againse the Restared Articles of Incorporaton
by each voring group entided to vote separntely on the Restazed Artcles of Incorpararion are as

follows:
Yoring Group Yores For Yotes Againzg
Commpon Stock 1,000 0
The number of votes cast for the Rastred Arricles of Incorporadon by each voting group was
sufficient for approval by that voting group.
These Restated Articles of Incorporation are to be effective when filed by the Secretary of State.
MIDAMERICAN ENERGY COMPANY

1 ster

Paul J. Leigfton, Viée President and
Secretary

MER-14).rov
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Mid American Energy Company ) EXHIBIT A'].S
“Secretary of State”

C o mme

ML ADTRE Mg e tin Gt et T A AR S Fliabte s m . e - " r— e

f
& Certificate &

Secretary of State - J. Kenneth Blacbvel!
1145918

{t is hereby certified that the Secretary of State of Ohio has custodv of the business records for WIDAMERICAN
ENERGY COMPANY and that said business records show the filing and recording of

Cocumentis; Qocumenr Nofs):
FOREIGN LICENSEFQR-PROFIT 200006000218

*Authorization ta lransact business im Ohia /s hreraby given, un
surrender. axpiraton or cancedaton of s license.

United States of Amensa Wittess my hand and the seal of the Secretary
Staie of Ohio of State a8 Columrbus, Chdo, This 23th day of
OiEee of the Scerctary of Stawe January, AD. 2000

(st Bachostt_

J. Kerneth Blackweil
Sexretary of Slgte




MidAmerican Energy Company EXHIBIT A-18
~ “Secretary of State”

UNITED STATES OF AMERICA,
STATE OF OHIO,
OFFICE OF THE SECRETARY OF STATE.

1, J. Kenneth Blackwell, do hereby certify that I am the duly elected, qualified and present
acting Secretary of State for the State of Ohio, and as such have custody of the recards.of Ohio and -
Foreign corporations; that said records show MIDAMERICAN ENERGY COMPANY, an lowa |
Joreign corporation, having qualified to do business within the State of Ohio, under License No.

1145918, is currently in GOOD STANDING upon the records of this office.

WITNESS my hand and official seal at
Columbus, Ohio on

September 1, 2000

@\i@mw

J. Kenneth Blackwell
Secretary of State




MidAmerican Energy Company

ExHIBIT B-1

“ Jurisdictions of Operation”

A list of all jurisdictions in which the applicant or any affiliated interest of the applicant is, at
the date of filing the application, certified, licensed, registered, or otherwise authorized to

provide retail or wholesale gas sales.

MidAmerican Energy Company
{Retail and Wholesale Gas Sales)

Repulated Services

Towa

1llineis

South Dakota
Nebraska

Unregulated Services

IA - Alliant Energy

1A — MidAmerican Energy

IA — Peoples Natural Gas

IL - Nicor

IL - Peoples Gas Light & Coke

IL — NorthShore

IL - Ilinois Power

IL - Central Hlinois Public Service
IL - Central Hlinvis Light Company
OH - Columbia of Chio

OH -~ Dominion East OQhio

OH - Cincinnati Gas & Electric
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MidAmerican Energy Company EXHIBIT B-3
# Summary of Experience”

MidAmerican Energy Company (“Mid American”), lowa’s largest utility, provides regulated
and unregulated electric and natural gas service in a 10,600 square mile are with a population of
1.7 million. The service area includes much of lowa and portions of Illinois, Nebraska, and
South Dakota. The largest communities served by Mid American are Des Moines, Cedar
Rapids, Sioux City, Waterloo, Iowa City and Council Bluffs, Iowa; the Quad Cities area of Jowa
and Dllinois; and Sioux Falls, South Dakota. MidAmerican provides service to 653,000 electric
customers and 622,000 natural gas customers.

MidAmerican through its Retail Business Unit (“Retail”), provides gas supply to customers who
have chosen MidAmerican as their unregulated gas supplier primarily in Illinois, Iowa and
Ohio. MidAmerican’s Gas Trading group purchases gas from other suppliers.

The Retail group forecasts and schedules its’ energy load in each service terriiory separately.
Additionally, the retail group reserves and arranges transportation service, calculates and
supplies losses and settles with incumbent utilities the difference between scheduled and actual
customer usage.
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MidAmerican Energy Company EXHIBIT B-4

“Disclosure of Liabilities and Investigations”

MidAmerican Energy Company has no existing, pending or past rulings, judgments,
contingent liabilities, impending revocation of authority, regulatory investigations, or
any other matter of a material nature that could adversely impact its financial or

operational status or which would adversely impact its ability to serve as a Retail
Generation Provider in the State of Ohio.
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MidAmerican Energy Company ExHIBIT C-1
“Annual Reports”

Mid American Energy Company is a wholly owned subsidiary of Mid American Energy
Holdings Company. As such, there are no shareholder annual reports for this entity. Similar
information and data is being provided in the 10-K Reports within Exhibit C-2,“SEC Filings”.
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MidAmerican Energy Company EXHIBIT C-2
“SEC Filings”

Exhibit C-2 contains MidAmerican Energy Company’s 10-K Filing with the SEC for fiscal year
ending December 31, 2001.
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2001

Commission Registrant’s Name, State of Incorporation, IRS Employer
File Number Address and Telephone Numnber Identification No.
1-11505 MIDAMERICAN ENERGY COMPANY 42-1425214
(An Iowa Corporation)
666 Grand Ave. PO Box 657
Des Moines, lowa 50303
515-242-4300

Securities registered pursuant to Section 12(b) of the Act: None.
Securities registered pursuant to Section 12(g} of the Act:

Preferred Stock, $3.30 Series, na par value
Preferred Stock, $3.75 Series, no par value
Preferred Stock, $3.90 Series, no par value
Preferred Stock, $4.20 Series, no par value
Preferred Stock, $4.35 Series, no par value
Preferred Stock, $4.40 Series, no par value
Preferred Stock, $4.80 Series, no par value
Preferred Stock, $7.80 Series, no par value
Title of each Class

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or
15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period
that the registrants were required to file such reports), and (2) have been subject to such fihng requircments
for the past 90 days. Yes_X No

Indicate by check mark if disclosure of delinquent filers pursuant to Jtem 405 of Regulation S-K is not
contained herein, and will not be contained, to the best of registrant's knowledge, in definitive proxy or
information statements incorporated by reference in Part IIT of this Form 10-K or any amendment to this
Form 10-K [X].

All common stock of MidAmerican Energy Company is held by MHC Inc. As of March 20, 2002,
70,980,203 shares of common stock, without par value, were ontstanding.

MidAmerican Energy Company meets the conditions set forth in General Instruction 1(1)(a) and (b} of

Form 10-K and is therefore filing this Form 10-K with the reduced disclosure format specified in
General Instruction 1(2) of Form 10-K.
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PART I
ITEM 1. BUSINESS

(a) General Qverview

MidAmerican Energy Company is a public utility company headquartered in Des Moines, lowa,
and incorporated in the state of lowa. MidAmerican Energy is a wholly owned subsidiary of MHC Inc.,
formerly known as MidAmerican Energy Holdings Company.

On March 12, 1999, CalEnergy Company, Inc. acquired MHC. As a pant of this transaction, the
former CalEnergy, a Delaware corporation, was reincorporated as an Jowa corporation and changed its
name to MidAmerican Energy Holdings Company. As a result, all direct and indirect subsidiaries of
MHC, including MidAmerican Energy, each became an indirect snbsidiary of MidAmerican Energy
Holdings. MHC is a wholly owned subsidiary of Mid American Funding, LLC, whose sole member is
MidAmerican Energy Holdings.

On March 14, 2000, an investor group including Berkshire Hathaway Inc., Walter Scott, Jr., David
L. Sokol and Gregory E. Abel completed its acquisition of Mid American Energy Holdings in accordance
with a previously disclosed agreement and plan of merger, dated October 24, 1999, among MidAmerican
Energy Holdings, Teton Formation L.L.C. and Teton Acquisition Corp. Mr. Scott is an Omaha, Nebraska
businessman and a director of MidAmerican Energy Holdings, Mr. Sokol is Chairman and Chief Executive
Officer of MidAmerican Energy Holdings, and Mr. Abel is Chief Operating Officer of MidAmerican
Energy Holdings. In accordance with the merger agreement, Teton Acquisition was merged with and into
MidAmerican Energy Holdings, maintaining the name MidAmerican Energy Holdings Company. With
the completion of the transaction, MidAmerican Energy Holdings is now a privately owned company with
publicly traded fixed-income securities.

(b) Financial Information About Industry Segments

Financial information on MidAmerican Energy’s segments of business is included under the Note
titled "Segment Information” in Notes to Consolidated Financial Statements included in Part IV, Item 14 of
this Form 10-K. ‘

{¢) Description of Business

MidAmerican Energy is the largest energy company headquartered in Iowa, with pssets as of
December 31, 2001, and revenues for 2001 totaling $3.6 billion and $2.7 billion, respectively.
MidAmerican Energy is principally engaged in the business of generating, transmitting, distributing and
selling electric energy and in distributing, selling and transporting natural gas. MidAmerican Energy
distributes electricity at retail in Council Bluffs, Des Moines, Fort Dodge, Iowa City, Sioux City and
Waterloo, lowa; the Quad Cities (Davenport and Bettendorf, Jowa and Rock Island, Moline and East
Moline, lllinois); and a number of adjacent communities and areas. It also distributes natural gas at retail
in Cedar Rapids, Des Moines, Fort Dodge, Iowa City, Sioux City and Waterloo, Iowa; the Quad Cities;
Sioux Falls, South Dakota; and a number of adjacent communities and areas. As of December 31, 2001,
MidAmerican Energy had 673,000 retail electric customers and 652,000 retail natural gas customers.

In addition to retail sales, MidAmerican Energy sells electric energy and namral gas 1o other
utilities, marketers and municipalities outside of MidAmerican Energy’s delivery system. ‘These sales are
referred to as wholesale sales. It also transports natural gas through its distribution system for a number of
end-use customers who have independently secured their suppty of natural gas.

- ‘ -7



MidAmerican Energy’s regulated electric and gas operations are conducted under franchises,
certificates, permits and licenses obtained from state and local authorities. The franchises, with various
expiration dates, are typically for 25-year terms.

MidAmerican Energy has a residential, agricultural, commercial and diversified industrial
customer group, in which no single industry or customer accounted for more than 4% of its total 2001
electric operating revenues or 4% of its total 2001 gas operating margin. Among the priary industries
served by Mid American Energy are those which are concerned with food products, the manufacturing,
processing and fabrication of primary metals, real estate, farm and other non-electrical machinery, and
cement and gypsum products.

MidAmerican Energy also conducts a number of nonregulated business activities, including

natural gas marketing. Refer to the “Nonregulated Operations”™ section later in Part I for further
discussion.

For the year ended December 31, 2001, MidAmerican Energy derived approximately 48% of its
gross operating revenues from its regulated electric business, 32% from its regunlated gas business and 20%
from its nonregulated business activities. For 2000 and 1999, the corresponding percentages were 48%
electric, 37% gas and 15% nonregulated; and 63% electric, 30% gas and 7% nonregulated, respectively.
The change in revenue mix is principally driven by an increase in natural gas prices and in nonregulated
natural gas sales activity.

The following tables present historical regnlated electric sales data related to customer class and
jurisdictions.

Total Regulated Electric Sales
By Customer Class

2001 2000 1999
Residential 20.6% 20.7% 21.0%
Small General Service 15.3 159 16.7
Large General Service 25.8 28.6 26.9
Other 7.3 54 4.5
Sales for Resale 31.0 29.4 309
Total 1000%  100.0%  100.0%

Regulated Retail Electric Sales

By State

2001 2000 1999
Towa 88.6% 89.3% 88.9%
Tllinois 10.6 10.0 10.4
South Dakota _0.8 0.7 0.7
Total 1000%  100.0%  100.0%



The following tables present historical regulated gas sales data, excluding transportation throughput,
related to customer class and jurisdictions.

Total Regulated Gas Sales
By Customer Class
2001 2000 1999
Residential 34.5% 34.9% 39.1%
Small General Service 18.2 174 19.8
Large General Service 1.5 22 2.4
Other 1.7 1.2 1.7
Sales for resale 44.1 44.3 37.0
Total 1009%  1000%  100.0%
Regulated Retail Gas Sales
By State
2001 2000 1999
Iowa 78.9% 78.0% 78.8%
Mlinois 98 10.2 10.3
South Dakota 10.5 11.0 10.1
Nebraska 038 0.8 0.8
Total 1000%  1000%  100.0%

There are seasonal variations in Mid American Energy's electric and gas businesses which are
principally related to the use of energy for air conditioning and heating. In 2001, 38% of MidAmerican
Energy's regulated electric revenues were reported in the months of June, July, August and September, and
59% of Mid American Energy's regulated gas revenues were reported in the months of January, February,
March and December.

At December 31, 2001, MidAmerican Energy had 3,768 full-time employees of which 1,756 were
covered by union contracts. MidAmerican Energy has five separate contracts with locals of the
International Brotherhood of Electrical Workers (IBEW), the United Association of Plumbers and
Pipefitters and the United Paper Workers International Union. One contract with IBEW locals 109 and
499 expires February 29, 2004, and covers 1,675 employec members.

REGULATED ELECTRIC OPERATIONS

The annual hourly peak demand on MidAmerican Energy’s electric system occurs principally as a
result of air conditioning use during the cooling season. In August 2001, MidAmerican Bnergy recorded
an hourly peak demand of 3,758 MW, which was 75 MW less than MidAmerican Energy s record hourly
peak of 3,833 MW set in July 1999.

MidAmerican Energy's accredited net generating capability in the summer of 2001 was 4,735
MW. Accredited net generating capability represents the amount of generation available to meet the
requirements on MidAmerican Energy’s system, nct of the effect of capacity purchases and sales, and
consists of MidAmerican Energy-owned generation and generation under power purchase contracts. The
nct generating capability at any time may be less than it would otherwise be due to regulatory restrictions,



fuel restrictions and generating units being temporarily out of service for inspection, maintenance,
refueling or modifications. Refer to Item 2, Properties, for detail of the accredited net generating capability
for the summer of 2001.

MidAmerican Energy is interconnected with Iowa utilities and utitities in neighboring states and is
involved io an electric power pooling agreement known as Mid-Continent Area Power Pool (MAPP).
MAPP is a voluntary association of electric utilities doing business in Minnesota, Nebraska, North Dakota
and the Canadian provinces of Saskatchewan and Manitoba and portions of Iowa, Montana, Scuth Dakota
and Wisconsin. Its membership also includes power marketers, regulatory agencies and independent
power producers. MAPP facilitates operation of the transmission system and is responsible for the safety
and reliability of the bulk electric system.

In November 2001, MAPPCOR, the contractor to MAPP, sold its transmission-related assets to
the Midwest Independent Transmission System Operator, Inc. (Midwest ISO). The Midwest ISO now has -
responsibility for administration of MAPP’s Open-Access Transmission Tariff.

Each MAPP participant is required to maintain for emergency purposes a net generating capability
reserve of at least 15% above its system peak demand. If a participant’s capability reserve falls below the
15% minimum, significant penalties could be contractually imposed by MAPP. MidAmerican Energy’s
reserve margin at peak demand for 2001 was approximately 25%.

MidAmerican Energy's transmission system conuects its generating facilities with distribution
substations and interconnects with 14 other transmission providers in Iowa and five adjacent states. Under
normal operating conditions, MidAmerican Energy’s transmission system is unconstrained and has
adequate capacity to deliver energy to MidAmerican Energy’s distribution system and to export and import
energy with other interconnected systems. Refer to Item 2, Properties, for detail of transmission lines.

In December 1999, the Federal Energy Regulatory Commission (FERC) issued Order No. 2000
establishing, among other things, minimum characteristics and functions for regional transmission
organizations. Public utilities that were not a member of an independent system operator at the time of the
order were required to submit a plan by which its transmission facilities would be transferzed to a regional
transmission organization. On September 28, 2001 MidAmerican Energy and five other electric utilities
filed with the FERC a plan to create TRANSLink Transmission Company ELC and to integrate their
electric transmission systems into a single, coordinated system operating as a for-profit independent
transmission company in conjunction with a FERC-approved regional transmission organization. FERC
approval of the plan is pending. Transferring operation and control of MidAmerican Energy’s
transmission assets to other entities could increase costs for MidAmerican Energy; however, the actual
impact of TRANSLink on MidAmerican Energy’s future transmission costs is not yet known.



Fuel Supply for Electric Operations

MidAmerican Energy's sources of fuel for electric generation were as follows for the periods

shown:
Year Ended December 31,
2001 2000 1999
Coal 74.4% 75.9% 70.9%
Nuclear* 24.3 23.6 28.2
Gas* 1.2 0.3 0.7
Qil/Hydro 0.1 0.2 0.2

Total 1000%  100.0%  100.0%

*Nuclear and gas include generation purchased through power purchase contracts with Nebraska
Public Power District and Cordova Energy Company LLC, respectively. Refer to Item 2, Properties, for
detail of gencrating facilities.

MidAmerican Energy is no longer allowed to recover through energy adjustment clauses a portion
of its energy costs relating to retail sales. Accordingly, fluctuations in energy costs now affect
MidAmerican Energy’s eamings.

All of the coal-fired generating stations operated by Mid American Energy are fueled by low-sulfur,
western coal from the Powder River Basin and Hanna Basin mines. MidAmerican Energy’s coal supply
portfolio includes multiple suppliers and mines under agreements of varying term and quantity flexibility.
MidAmerican Energy regularly monitors the western coal market, looking for opportunities to improve its coal
supply portfolio. MidAmerican Energy believes its sources of coal supply are, and will continue to be,
satisfactory. Additional information regarding MidAmerican Energy’s coal supply contracts is inciuded in Note
{4)(h) of Notes to Consolidated Financial Statements in Part IV, Item 14, of this Form 10-K.

MidAmerican Energy can use both Union Pacific Railroad and Burlington Northern and Santa Fe
Railway as originating carriers of its coal sapply. Coal is delivered directly to Neal Energy Center by .
Union Pacific and to Council Bluffs Energy Center by Unicn Pacific ar Burlington Northem. Coal for
MidAmerican Energy’s Louisa and Riverside Energy Centers is delivered to an interchange point by either
Burlington Northern or Union Pacific for transportation to its destination by the I&M Rail Link.
MidAmerican Energy believes its coal fransportation arrangements are adequate to meet its coal delivery
needs.

MidAmerican Energy uses natural gas and oil as fuel for intermediate and peak demand electric
generation, igniter fuel, transmission support and standby purposes. These sources are presently in
adequate supply and available to meet MidAmerican Energy’s needs.

MidAmerican Energy has an agreement with Cordova Energy Company LLC, a subsidiary of
MidAmerican Energy Holdings, to purchase electric capacity and energy from a gas-fired combined cycle
generation plant which started commercial operation in June 2001. The agreement, which terminates in
May 2004, provides for MidAmerican Energy to purchase up to 50% of the net capacity of the plant and to
supply the fuel stock required to generate the energy purchased.



MidAmerican Energy is a 25% joint owner of Quad Cities Generating Station, a nuclear power
plant. Exelon Generation Company, LI.C, the other joint owner and the operator of Quad Cities Station is
a subsidiary of Exelon Corporation.

Approximately one-third of the nuciear fuel assembties in the core at Quad Cities Station Units 1
and 2 is replaced every 24 months. Unit 2 began a refueling outage in February 2002 and Unit 1 is
scheduled for the fall of 2002.

MidAmerican Energy has been advised by Exelon Generation that the majority of its uranium
concentrate and uranium conversion requirements for Quad Cities Station through 2002 can be met under
existing supplies or commitments. Exelon Generation foresees no problem in obtaining the remaining
requirements now or obtaining future requirements. Exelon Generation further advises that enrichment
services contracted through 2007 provide flexibility as to the quantity purchased. Commitments for fuel
fabrication have been obtained at least through 2007. Exelon Generation does not anticipate that it will
have difficulty in contracting for uranium concentrates for conversion, enrichment or fabrication of nuclear -
fuel needed to operate Quad Cities Station.

MidAmerican Energy purchases one-half of the power and energy of Cooper Nuclear Station
through a long-term power purchase contract with Nebraska Public Power District. Approximately 25% of
the fuel in the core at Cooper must be replaced approximately every 18 months. A refucling outage was
completed in early January 2002. Nebraska Public Power District has informed MidAmerican Energy that
it either has sufficient materials and services available to meet foreseeable Cooper requirements or that
such materials and services are readily availabie from suppliers. :

Under the Nuclear Waste Policy Act of 1982, the U.S. Department of Energy is responsible for the
selection and development of repositories for, and the permanent disposal of, spent nuclear fuel and
high-level radioactive wastes. Exelon Generation and Nebraska Public Power District, as required by the
Nuclear Waste Act, each signed a contract with the Department of Energy to provide for the disposal of
spent nuclear fuel and high-level radioactive waste beginning not later than Jannary 1998. The
Department of Energy did not begin receiving spent nuclear fuel on the scheduled date, and it is expected
that the schedule will be significantly delayed. The costs incurred by the Department of Energy for
disposal activities are being financed by fees charged to owners and generators of the waste. The Nebraska
Public Power District has informed MidAmerican Energy that there is on-site storage capability at Cooper
sufficient to permit such interim storage at least through 2004, the remaining term of the long-term power
purchase contract. Exelon Generation has informed MidAmerican Energy that existing on-site storage
capability at Quad Cities Station is sufficient to permit interim storage into 2005. For Quad Cities Station,
Exelon Generation has informed MidAmerican Energy that they plan to develop interim spent fuel storage
installation at Quad Cities Station to store additional spent nuclear fuel in dry casks. Exelon Generation
expects the bulk of the construction work will be done in 2004,

REGULATED NATURAL GAS OPERATIONS

MidAmerican Energy is engaged in the procurement, transportation, storage and distribution of
natural gas for utility and end-use customers in the Midwest. MidAmerican Energy purchases natural gas
from various suppliers, transports it from the production area to MidAmerican Energy’s service territory
under contracts with interstate pipelines, stores it in various storage facilities to manage fluctuations in
system demand and seasonal pricing, and distributes it to customers through MidAmerican Energy’s
distribution system.
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MidAmerican Energy also transports through its distribution system natural gas purchased
independently by a number of end-use customers. During 2001, approximately 31% of total gas delivered
through MidAmerican Energy’s system was under gas transportation service.

Fuel Supply and Capacity

MidAmerican Energy purchases gas supplies from producers and third party marketers. To ensure
system reliability, a geographically diverse supply portfolio with varying terms and contract conditions is
utilized for the gas supplies.

MidAmerican Energy has rights to firm pipeline capacity to transport gas to its service territory
through direct interconnects to the pipeline systems of Northern Natural Gas, Natural Gas Pipeline
Company of America, Northern Border Pipeline Company and ANR Pipeline Company. Firm capacity in
excess of MidAmerican Energy’s system needs, resulting from differences between the capacity portfolio
and seasonal system demand, can be resold to other companies to achieve optimum use of the available
capacity. Past Jowa Utilities Board and South Dakota Public Utility Commission rulings have allowed
MidAmerican Energy to retain 30% of Iowa and South Dakota margins, respectively, earned on the resold
capacity, with the remaining 70% being returned to customets through the purchased gas adjustment
clause.

MidAmerican Energy’s cost of gas is recovered from customers through purchased pas adjustment
clauses. In 1995, the Jowa Utilities Board gave initial approval of Mid American Energy’s Incentive Gas
Supply Procurement Program, which currently has been extended through 2002. Under the program, as
amended, MidAmerican Energy is required to file with the Iowa Utilities Board every six months a
comparison of its gas procurement costs to an index-based reference price. If MidAmerican Energy’s cost
of gas for the period is less or greater than an established tolerance band around the reference price, then
MidAmerican Energy shares a portion of the savings or costs with customers. A similar program is in
effect in South Dakota. Since the implementation of the program, MidAmerican Energy has successfully
achieved and shared savings with its natural gas customers.

MidAmerican Energy utilizes leased gas storage to meet peak day requirements and t0 manage the
daily changes in demand due to changes in weather. The storage gas is typically replaced iduring the .
summer months. In addition, MidAmerican Energy also utilizes three liquefied natural gas plants and two
propane-air plants to meet peak day dernands.

On February 2, 1996, MidAmerican Energy had its highest peak-day delivery of 1,143,026
MMBtus. This peak-day delivery consisted of approximately 88% traditional sales service and 12%
transportation service of customer-owned gas. MidAmerican Energy’s 2001/2002 winter heating season
peak-day delivery of 932,615 MMBtus was reached on March 3, 2002. This peak-day delivery included
approximately 73% traditional sales service and 27% transportation service.

The supply sources utilized by MidAmerican Energy to meet its 2001/2002 peak-day deliveries 1o
its traditional sales service customers were:

Thousands Percent
of of
MMBtus Total
Leased Storage and Peak Shaving Plants 260.3 38.4%
Firm Supply 4181 616
Total 678.4 100.0%



MidAmerican Energy has strategically buiit multiple pipeline interconnections into several of its
larger communities. MidAmerican Energy operates interconnects with Northern Natural Gas, Natural Gas
Pipeline, Northern Border, and ANR Pipeline Company into the Quad Cities; with Northern Natural Gas,
Natural Gas Pipeline, and Northern Border into Cedar Rapids/Iowa City; and with Northern Natural Gas
and Natural Gas Pipeline into Des Moines. Multiple pipeline interconnects create competition among
pipeline suppliers for transportation capacity to serve those communities, thus reducing costs. In addition,
multiple pipeline interconnects give MidAmerican Energy the ability to optimize delivery of the lowest
cost supply from the various pipeline supply basins into these communities and increase delivery
reliability. Benefits to MidAmerican Energy's system customers are shared with all jurisdictions through a
consolidated purchased gas adjustment clause.

MidAmerican Energy does not anticipate difficulties in meeting its futnre demands through the use
of its supply portfolio and pipeline interconnections for the foreseeable future.

NONREGULATED OPERATIONS

MidAmerican Energy’s nonregulated operations include a variety of activities outside of the
traditional regulated electric and gas services. A majority of MidAmerican Energy’s nonregulated
revenue is generated by its nonregulated natural gas marketing services. MidAmerican Energy purchases
gas from producers and third party marketers and sells it to wholesalers and end-users. MidAmerican
Energy’s nonregulated natural gas marketing services currently operate in Iowa, Illinois, Kansas, Chio,
South Dakota and other states to a lesser extent. In addition, MidAmerican Energy manages gas supplies
for a number of commercial end-users and sells these customers gas to meet their supply requirements.
Sales volumes for these nonregulated gas marketing services totaled 124 million MMBtus, 78 million
MMBtus, and 43 million MMBuus for 2001, 2000 and 1999, respectively.

As of December 31, 2000, all non-residential customers in Illinois had been phased in to allow
them to select their provider of electric supply services. Residential customers all receive the. opportunity
10 select their electric supplier beginning May 1, 2002. MidAmerican Energy's nonregulated revenues
include agency fees and other revenues related to these supply services.

Nonregulated revenues of MidAmerican Energy also include awards received for successful
performance under its Incentive Gas Supply Procurement Plan discussed in the “Regulated Natural Gas
Operations™ section.

Historical nonregulited revenues for MidAmerican Encrgy are shown below (in millions):

2001 2000 1999
Nonregulated wholesale gas $400 $282 $100
Nonregulated retail gas 118 71 1
Nonregulated retail electric 10 17 11
Other 16 20 10

$£544  §300 A2
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REGULATION

General Utility Regulation

MidAmerican Energy is & public utility within the meaning of the Federal Power Act and a natural
gas company within the meaning of the Natural Gas Act. Therefore, it is subject to regulation by the
FERC in regard to numerous activities, including the issuance of securities, accounting policies and
practices, electricity sales for resale rates, the establishment and regulation of electric interconnections and
transmission services and replacement of certain gas utility property.

MidAmerican Energy is regulated by the Illinois Commerce Commission as o bundled retail rates,
unbundled delivery services, services that have not been declared to be competitive, issuance of securities,
affiliate transactions, construction, acquisition and sale of utility property, acquisition and: sale of securities
and in other respects as provided by the laws of Illinois. MidAmerican Energy is regulated by the Jowa
Utilities Board as to retail rates, services, construction of utility property and in other respects as provided
by the laws of Iowa. MidAmerican Energy is also subject to regulation by the South Dakota Public Utility
Commission as to electric and gas retail rates and service as provided by the laws of South Dakota.

Rate Regulation

Under Iowa law, temporary collection of higher rates can begin, subject to refund; 90 days after
filing with the Towa Utilities Board for that portion of such higher rates approved by the lowa Utilities
Board based on prior ratemaking principles and a rate of return on common equity previously approved. If
the Iowa Ultilities Board has not issued a final order within ten months after the filing date, the temporary
rates cease to be subject to refund and any balance of the requested rate increase may then be collected
subject to refund. Exceptions to the ten-month limitation provide for extensions due to a utility's lack of
due diligence in the rate proceeding, judicial appeals and situations involving new generating units being
placed in service. MidAmerican Energy's cost of gas is reflected in its Iowa gas rates through the Jowa
Uniform Purchased Gas Adjustment Clause.

South Dakota law authorizes its Public Utility Commission to suspend new rates for up to six
months during the pendency of rate proceedings; however, the rates are permitted to be implemented after
six months subject to refund pending a final order in the proceeding.

Under 1llinois law, new rates may become effective 45 days after filing with the Hlinois Commerce
Commission, or on such carlier date as the Illinois Commerce Commission may approve, subject to its
authority to suspend the proposed new rates, subject to hearing, for a period not to exceed approximately
eleven months after filing. Under Ilinois electric tariffs, MidAmerican Energy's Fuel Cost Adjustment
Clause reflects changes in the cost of all fuels used for electric generation, including certain fuel
transportation costs, nuclear fuel disposition costs and the effects of energy transactions (other than
capacity and margins on interchange sales) with other utilities. MidAmerican Energy's cost of gas is
reflected in its Illinois gas rates through the Illinois Uniform Purchased Gas Adjustment Clause.

In December 1997, Hllinois enacted a law to restructure Illinois’ electric utility industry. The law
changes how and what electric services are regulated by the Itlinois Commerce Commission and transitions
portions of the traditional electric services to a competitive environment. In general, the law limits the
Mlinois Commerce Commission’s regulatory authority over a utility’s generation and also relaxes its
regulatory authority over many corporate transactions, such as the transfer of generation assets to affiliates.

Special authority and limitations of authority apply during the transition to a competitive marketplace.
Also, the law permits utilities to eliminate their fuel adjustment clauses and incorporates provisions by



which earnings in excess of allowed amounts are either partially refunded to customers or are used to
accelerate a company's regnlatory asset cost recovery. Electric rates are frozen, subject to certain
exceptions allowing for increases, until 2005.

The FERC regulates MidAmerican Energy’s rates charged to wholesale customers.

Refer to the information under the caption “Legislative and Regulatory Evolution” in the
“Operating Activities and Other Matters” section of MD&A in Part IV, Item 14 of this Form 10-K for
additional discussion of matters affecting utility regulation.

Nuclear Regulation

MidAmerican Energy is subject to the jurisdiction of the Nuclear Regulatory Commission with
respect to its license and 25% ownership interest in Quad Cities Station Units 1 and 2. Exelon Generation -
is the operator of Quad Cities Station and is under contract with MidAmerican Energy to secure and keep
in effect all necessary Nuclear Regulatory Commission licenses and authorizations.

Under the terms of a long-term power purchase contract with Nebraska Public Power District,
MidAmerican Energy has contracted to purchase through September 21, 2004, one-hatf of the power and
energy from Cooper, which is located near Brownville, Nebraska. MidAmerican Energy pays for one-half
of the fixed and operating costs of Cooper (excluding depreciation but including debt service) and
MidAmerican Energy's share of fuel costs (including the Department of Energy disposal fee) based upon
energy delivered. MidAmerican Energy is not subject to the jurisdiction of the Nuclear Regulaiory
Commission with respect to Cooper and the long-term power purchase contract with Nebraska Public
Power District. Nebraska Public Power District, as the sole owner, licensee and operator of Cooper, is
thereby the only entity subject to the jurisdiction of the Nuclear Regulatory Commission with respect to
Cooper. Under the terms of the long-term power purchase contract, Nebraska Public Power District is
required to assure that Cooper is in compliance with all of the Nuclear Regulatory Commission
regulations. :

The Nuclear Regulatory Commission’s regulations control the granting of permits and licenses for
the construction and operation of nuclear generating stations and subject such stations to continuing review
and regulation. The Nuclear Regulatory Commission review and regulatory process covers, among other
things, operations, maintenance, and environmental and radiological aspects of such stations. The Nuclear
Regulatory Commission may modify, suspend or revoke licenses and impose civil penalties for failure to
comply with the Atomic Energy Act, the regulations under such Act or the terms of such licenses.

Federal regulations provide that any nuclear operating facility may be required to cease operation
if the Nuclear Regulatory Commission determines there are deficiencies in state, local or utility emergency
preparedness plans relating to such facility, and the deficiencies are not corrected. Exelon Generation and
Nebraska Public Power District have advised MidAmerican Energy that emergency preparedness plans for
Quad Cities Station and Cooper, respectively, have been approved by the Nuclear Regulatory Commission.

Exelon Generation and Nebraska Public Power District have also advised MidAmerican Energy that state
and local plans relating to Quad Cities Station and Cooper, respectively, have been approved by the
Federal Emergency Management Agency.

The Nuclear Regulatory Commission also regulates the decommissioning of nuclear power plants
including the planning and funding for the eventual decommissioning of the plants. In response to these
regulations, MidAmerican Energy submitted a report to the Nuclear Regulatory Commission in July 1990,
and every two years thereafter, providing "reasonable assurance” that funds will be available to pay the



costs of decommissioning its share of Quad Cities Station. Nebraska Public Power District has advised
MidAmerican Energy that a report addressing decommissioning funding for Cooper has been submitted to
the Nuclear Regulatory Commission.

MidAmerican Energy has established external trusts for the investment of funds collected for
nuclear decommissioning associated with Quad Cities Station. Nebraska Public Power District maintains
an internal account and an external trust for decommissioning funds associated with Cooper to which
MidAmerican Energy has made contributions in the past. MidAmerican Energy is currently accumulating
funds in a separate MidAmerican Energy bank account. Electric tariffs currently in effect include
provisions for annualized collection of estimated decommissioning costs at Quad Cities Station and
Cooper. In llinois, Cooper nuclear decommissioning costs are included in customer bitlings through a
mechanism that permits annual adjustments. In Jowa, Quad Cities Station and Cooper decommissioning
costs are reflected in base rates. MidAmerican Energy’s cost related to decommissioning funding in 2001
was $19.9 million. Refer to Note (4)(g) - Cooper Litigation, in Notes to Consolidated Financial Statements -
in Part IV, Item 14 of this Form 10-X for discussion of a proceeding related to Cooper.

Environmental Regulations

MidAmerican Energy is subject to numerous legislative and regulatory environmental protection
requirements involving air and water pollution, waste management, hazardous chemical use, noise
abatement, land use aesthetics and atomic radiation.

State and federal environmental laws and regulations currently have, and future modifications may
have, the effect of (i) increasing the lead time for the construction of new facilities, (ii) significantly
increasing the total cost of new facilities, (iii) requiring modification of MidAmerican Energy's existing
facilities, (iv) increasing the risk of delay on construction projects, (v} increasing Mid American Energy's
cost of waste disposal and (vi) reducing the reliability of service provided by MidAmerican Energy and the
amount of energy available from MidAmerican Energy’s facilities. Any of such items could have a
substantial impact on amounts required to be expended by MidAmerican Energy in the future. -

Air Quality -

Essentially all utility generating units are subject to the provisions of the Clean Air Act
Amendments of 1990 which address continuous emissions monitoring, permit requirements and fees and
emissions of certain substances. MidAmerican Energy has five jointly owned and six wholly owned coal-
fired generating units, which represent approximately 60% of MidAmerican Energy’s electric generating
capability. MidAmerican Energy’s generating units meet all requirements under Title IV ‘of the Clean Air
Act Amendments of 1990. Title IV, which is also known as the Acid Rain Program, sets forth
requirements for the emission of sulfur dioxide and nitrogen oxides at electric utility generating stations.

In accordance with the requirements of Section 112 of the Clean Air Act Amendments of 1950,
the EPA has performed a study of the hazards to public health reasonably anticipated to occur as a result of
emissions of hazardous air pollutants by electric utility steam generating units. In February 1998, EPA
issued its Final Report to Congress, indicating that mercury is the hazardous air pollutant of greatest
potential concern from coal-fired generating units and that additional research and monitoring are
necessary. As such the EPA issued a request under Section 114 of the Clean Air Act Amendments of
1990 requiring all electric utilities to provide information that will allow the EPA to calculate the annual
mercury emissions from each coal-fired generating unit for the calendar year 1999, In December 2000, the
EPA concluded that it is appropriate and necessary to regulate mercury emissions from coal-fired
generating units. It is anticipated that rules will be developed to regulate these emissions in 2003 ar 2004.



The cost to Mid American Energy of reducing its mercury emissions would depend on available
technology at the time, but could be material.

Refer to Note (4)(c) in Notes to Consolidated Financial Statements in Part IV, Item 14, of this
Form {0-K for additional information regarding air quality regulation.

Hazardous Materials and Waste Management -

The U.S. Environmental Protection Agency, or EPA, and state environmental agencies have
determined that contaminated wastes remaining at certain decommissioned manufactured gas plant
facilitics may pose a threat to the public health or the environment if such contaminants are in sufficient
quantities and at such concentrations as to warrant remedial action.

MidAmerican Energy estimates the range of possible costs for investigation, remediation and
monitoring for these sites to be $22 million to $68 million. MidAmerican Enerpy has evaluated or is
evaluating 27 properties that were, at one time, sites of gas manufacturing plants in which MidAmerican
Energy may be a potentially responsible party. MidAmerican Energy's estimate of the probable cost for
these sites as of December 31, 2001, was $22 million. The Illinois Commerce Commission has approved
the use of a tanff rider that permits recovery of the actual costs of litigation, investigation and remediation
relating to former manufactured gas plant sites. MidAmerican Energy's present rates in lowa provide for a
fixed annual recovery of manufactured gas plant costs.

Additional information relating to MidAmerican Energy’s manufactured gas plant facilities is
included under Note (4)(b) in Notes to Consolidated Financial Statements in Part IV, Item 14, of this Form
10-K.

Pursuant to the Toxic Substances Control Act, a federal law administered by the EPA,
MidAmerican Energy developed a comprehensive program for the use, handling, control and disposal of
all polychlorinated biphenyls, referred to herein as PCBs, contained in electrical equipment. The future
use of equipment containing PCBs will be minimized. Capacitors, transformers and other miscellaneous
equipment are being purchased with a non-PCRB dielectric fluid. MidAmerican Energy's exposure to PCB
liability has been reduced through the orderty replacement of a number of such electrical devices with .
similar non-PCB electrical devices.



ITEM 2. PROPERTIES

MidAmerican Energy’s utility properties consist of physical assets necessary and appropriate to
render electric and gas service in its service territories. Electric property consists primarily of generation,
transmission and distribution facilities. Gas property consists primarily of distribution plant, including
feeder lines to communities served from natural gas pipelines owned by others. It is the opinion of
management that the principal depreciable properties owned by MidAmerican Energy are in good
operating condition and well maintained.



The net accredited generating capacity of MidAmerican Energy, along with participation
purchases and sales, net, are shown for summer 2001 accreditation.

Percent
Plant Ownership
Steam Electric Generating Plants:
Council Bluffs Energy Center
Unit No. 1 100.0
TUnit No. 2 100.0
Unit No. 3 79.1
George Neal Seation
Unit No. 1 100.0
Unit No. 2 100.0
Unit No. 3 72.0
Unit No. 4 40.6
Louisa Unit 38.0
Ottumwa Unit 52.0
Riverside Station
Unit No. 3 100.0
Unit No. 5 100.0
Combustion Turbines:
Coralville - 4 anits 100.0
Electrifarm - 3 units 100.0
Moline - 4 units 100.0
Parr - 2 units 100.0
Pleasant Hill Energy Center - 3 units 100.0
River Hills Energy Center - 8 units 100.0
Sycamore Energy Center - 2 units 100.0
Nuclear:
Cooper (1)
Quad Cities Station
Unit No. 1 250
Unit No. 2 25.0
Combined Cycle: Cordova Energy Center {2)
Hydro: Moline - 4 units 100.0
Portable Power Modules — 28 units 100.0

Net Accredited Generating Capacity
Participation Purchases and Sales, Net
Total Net Accredited Generating Capability

Fuel

Coal
Coal
Coal

Coal
Coal
Coal
Coal
Coal
Coal

Coal
Coal

Gas/Oil ~ *

Gas/Oil
Gas/Oil
Gas/Oil
Oil

Gas/Qil
Gas/Oil

Nuclear
Nuclear
Nuclear
Gas
Water

Oil

Company’s Share of
Accredited Generating
Capability (MW,

43
88
534

135

371
261
616
368

5
130
2,851

64
200
64
32
160
120
149
789

379

19G
193
762

250

3

56
4,711
24
4733

(1) Cooper is owned by the Nebraska Public Power District and the amount shown is
MidAmerican Energy's entitlement (50%) of Cooper’s accredited capacity under a power

purchase contract extending to September 2004.

(2) Cordova is owned by Cordova Energy Company LLC, a subsidiary of MidAmerican Energy
Holdings. The amount shown above is MidAmerican Energy’s entitlement (50%) of
Cordova’s net accredited capacity under a purchase power contract extending to May 2004.



The electric transmission system of MidAmerican Energy at December 31, 2001,; included 897
miles of 345-kV lines and 1,122 miles of 161-kV lines.

The gas distribution facilities of Mid American Energy at December 31, 2001, included 20,561
miles of gas mains and services.

Substantially all the former Jowa-Illinois Gas and Electric Company utility property and
franchises, and substantially all of the former Midwest Power Systems electric utility property located in
lowa, or approximately 79% of gross utility plant, is pledged to secure mortgage bonds.

ITEM 3. LEGAL FROCEEDINGS

MidAmerican Energy and its subsidiaries have no material legal proceedings except for the
following:

Environmental Matters

Information on Mid American Energy’s environmental matters is included in Item 1 - Business and
under "Environmental Matters" within “Operating Activities and Other Matters” in Management’s
Discussion and Analysis in Part IV, Item 14 of this Form 10-K.

Cooper Litigation

Information on MidAmerican Energy’s litigation with Nebraska Public Power District regarding
Cooper Nuclear Station is included in Note (4)(g) of Notes to Consolidated Financial Statements.

ITEM 4. SUBMISSION OF MATTERS TO VOTE OF SECURITY HOLDERS

None.



PARTII

ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS

MidAmerican Energy’s outstanding common stock is held entirely by MHC and is not
publicly traded.

ITEM 6. SELECTED FINANCIAL DATA
Reference is made to Part TV of this report.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Reference is made to Part IV of this report.
ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOS AB T RISK

Reference is made to Note (1)(i) — “Accounting for Derivatives” in Notes to Consolidated
Financial Statements in Part IV, Ttem 14, of this report.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Reference 1s made to Part IV of this report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING

AND FINANCIAL DISCLOSURE

None.
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PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

Information concerning the current directors and executive officers of MidAmerican Energy is as
follows:

(a) Identification

Served in Served as
Present Present Director

Name Age Position Position Since Since
David L. Sokol 45 Chairman and Director 1999 1999
Gregory E. Abel 39 President, Chief Executive

Officer and Director 2002 1999
Jack L. Alexander 54 Senior Vice President 1998
Douglas L. Anderson 44 Senior Vice President 2001 2001
Patrick I. Goodman 35 Senior Vice President,

Chief Financial Officer

and Director 1999 1999
Keith D. Hartje 52 Senior Vice President 1999
Todd M. Raba 45 Senior Vice President 2001

Officers are elected annually by the Board of Directors. There are no famity relationships among
these officers, nor any arrangements or understanding between any officer and any other person pursuant
to which the officer was selected.

(b) Business Experience
David L. Sokol

Chairman and Director of MidAmerican Energy since March 1999. Mr. Sokol has been Chief
Executive Officer of Mid American Energy Holdings since April 19, 1993 and served as President of
MidAmerican Energy Holdings from April 19, 1993 until January 21, 1995. He has been Chairman of the
Board of Directors of MidAmerican Energy Holdings since May 1994 and a director since March 1991.
Formerly, among other positions held in the independent power industry, Mr. Sokol served as President
and Chief Executive Officer of Kiewit Energy Company and Ogden Projects, Inc.

Gregory E. Abel

Chief Executive Officer and Director of MidAmerican Energy since March 1999 and President
since January 1, 2002. Mr. Abel joined MidAmerican Energy Holdings in 1992. Mr. Abel is a Chartered



Accountant and from 1984 to 1592 he was employed by PriceWaterhouse. As a Manager in the San
Francisco office of PriceWaterhouse, he was responsible for clients in the energy industry.

Jack L. Alexander

Senior Vice President of MidAmerican Energy since November 1, 1998. Mr. Alexander served as
Vice President of MidAmerican Energy from November 1, 1996, to October 31, 1998, and held various
executive and management positions with MidAmerican Energy and its predecessors for more than five
years prior thereto.

Douglas L. Anderson

Senior Vice President and Director of MidAmerican Energy since May 2001. Mr. Anderson
joined MidAmerican Energy Holdings in 1993 and has served in various legal positions including General -
Counsel of MidAmerican Energy Holdings’ independent power affiliates. From 1990 to 1993, Mr,
Anderson was a corporate attorney with Fraser, Stryker. Prior to that, Mr. Anderson was a principal in the
firm Anderson and Anderson.

Patrick J. Goodman

Senior Vice President, Chief Financial Officer and Director of MidAmerican Energy since April
1999. Mr. Goodman joined MidAmerican Energy Holdings in June 1995, and served in varions
accounting positions including Senior Vice President and Chief Accounting Officer. Prior to joining
MidAmerican Energy Holdings, Mr. Goodman was a financial manager for National Indemnity Company
and a senior associate at Coopers & Lybrand.
Keith D. Hartje

Senior Vice President of MidAmerican Energy since March 1999, Mr. Hartje served as Vice
President of MidAmerican Energy from 1996 to March 1999, and held various executive and management
positions with MidAmerican Energy and its predecessors for more than five years prior thercto.

Todd M. Raba

Senior Vice President of Mid American Energy since July 2001. Mr. Raba joined MidAmerican
Energy in 1997 as Vice President. Prior to joining Mid American Energry, he was employad for 13 years
with Rollins Environmental Services.
ITEM 11. EXECUTIVE COMPENSATION

Information required by Item 11 is omitted pursuant to General Instruction 1(2)(c) to Farm 10-K.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND
MANAGEMENT

Information required by Item 12 is omitted pursuant to General Instruction I(2)(c) to Form 10-K.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Information required by Item 3 is omitted pursuant to General Instruction I{2){c)to Form 10-K.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORTS ON

FORM 8-K
(2)1. Financial Statements (included herein)
Page No.

Selected Consolidated Financial Data .......ocvieevevsisimiiessieriesieresneninsssesseseeens 22
Management’s Discussion and Analysis of Financial Condition ,

And Results OF OPerations. ... 23
Consolidated Statements of Income

For the Years Ended December 31, 2001, 2000 and 1999 ... criivcnren, 39
Consolidated Statements of Comprehensive Income

For the Years Ended December 31, 2001, 2000 and 1999 ......cvvvvrreeevenns 40
Consolidated Balance Sheets

As of December 31, 2001 and 2000 ..o e 41
Consolidated Statements of Cash Flows

For the Years Ended December 31, 2001, 2000 and 1999 ....veeeceeceeene 42
Consolidated Statements of Capitalization

As of December 31, 2001 and 2000 ..........ocovevveviermenreerereineseesescsssseesiesssses 43
Consolidated Statements of Retained Earnings

For the Years Ended December 31, 2001, 2000 and 1999 .......ooorvevecnreane 44
Notes to Consolidated Financial STAIEMENLS.........cocvveeereirireressssressesiessressssiasns 45
Independent Audiors” REPOrL.......c.vcceeceeecniceeeeeans e seisrsrsstssisssnassssusnsnense s 73

(a)2. Financial Statement Schedules (included herein)

The following schedule should be read in conjunction with the aforementioned financial statements.

Page No.
Mid American Energy Company Consolidated Valuation
and Qualifying Accounts (Schedule I} ........occovereerereercrcecrennenrse s e eneresnesrenes 74

Other schedules are omitted because of the absence of conditions under which they are required or
because the required information is given in the financial statements or notes thereto.

(a)3. Exhibits
See Exhibit Index on page 76.
(b) Reports on Form 8-K

None.
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MIDAMERICAN ENERGY COMPANY
SELECTED CONSOLIDATED FINANCIAL DATA

(In thousands)
December 31
2001 2000 __1999 _ 1998 1997
Income Siatement Data:
REVERUES .cvvvvvirseeererecrsesserssersnsesassessarnes $2,731,073 $2,532,359 $1,860,274 $1,744,978 $1,748,459
OPCrating iNCOME .....ocerivremerrvieverranesnennae 333,574 338,756 300,064 280,920 287,309
Net income from continuing operations.. 152,778 165,456 127,331 115,593 125,941
Eamings on common from :
continuing operations............cooveernese 148,234 160,501 122,376 110,641 119453 -
Balance Sheet Data:
Total ASSELS..cueiieeeieeceecieer e $3,577,892 $3,823,566 $3,609,591 $3,585,530 $3,542,307
Long-term debt (@) c..cvcvveivieiricicnieinreereenan 820,594 021,682 870,499 930,966 1,044,663
Power purchase obligation (a)................. 25,867 52,282 68,049 83,127 97,504
Short-term bOITOWINES ..vcovovnireiveemisrniennes 89,350 81,600 204,000 206,221 122,500
Preferred stock:
Not subject to mandatory redemption 31,759 31,759 31,759 31,759 31,763
Subject to mandatory redemption (b). 126,680 150,000 150,000 150,000 150,000
Common sharcholder’s equity ............... 1,219,057 1,161,968 1,057,855 985,744

(a) Includes amounts due within one year.

972,278

(b) Includes MidAmerican Energy-obligated mandatorily redeemable preferred securities of subsidiary
trust holding solely MidAmerican Energy junior subordinated debentures.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

INTRODUCTION

MidAmerican Energy Company is a public utility company headquartered in Des Moines, lowa,
and incorporated in the state of Iowa. On December 1, 1996, MidAmerican Energy became, through a
corporate reorganization, a wholly owned subsidiary of MHC Inc., formerly known as MidAmerican
Energy Holdings Company.

On March 12, 1999, CalEnergy Company, Inc. acquired MHC. As a part of this transaction, the
former CalEnergy, a Delaware corporation, was reincorporated as an Iowa corporation and changed its
name to MidAmerican Energy Holdings Company. As a result, all direct and indirect subsidiaries of
MHC, including MidAmerican Energy, each became an indirect subsidiary of MidAmerican Energy
Holdings. MHC is a wholly owned subsidiary of MidAmerican Funding, LLC, whose sole member is
MidAmerican Energy Holdings.

FORWARD-LOOKING STATEMENTS

From time to time, MidAmerican Energy may make forward-looking statements within the
meaning of the federal securities laws that involve judgments, assumptions and other uncertainties beyond
its control. These forward-looking statements may include, among others, statements concerning revenue
and cost trends, cost recovery, cost reduction strategies and anticipated outcomes, pricing strategies,
changes in the utility industry, planned capital expenditures, financing needs and availability, statements of
MidAmerican Energy’s expectations, beliefs, future plans and strategies, anticipated events or trends and
similar comments concerning matters that are not historical facts. These type of forward-looking
statements are based on current expectations and involve a number of known and unknown risks and
uncertainties that could cause the actual resuits and performance of MidAmerican Energy to differ
materially from any expected fature results or performance, expressed or implied, by the forward-looking
statements. In connection with the safe harbor provisions of the Private Securities Litigation Reform Act
of 1995, MidAmerican Energy has identified important factors that could cause actual results to differ
materially from those expectations, including weather effects on sales and revenues, fuel prices, fuel
transportation and other operating uncertainties, acquisition uncertainty, uncertainties relating to economic
and political conditions and uncertainties regarding the impact of regulations, changes in government
policy, utility industry deregulation and competition. MidAmerican Energy assumes no responsibility to
update forward-looking information contained herein.

RESULTS OF OPERATIONS

Following is a discussion of the various factors affecting MidAmerican Energy’s results of
operations.
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REGULATED GROSS MARGIN

Regulated Electric Gross Margin:
2001 _2000 1999
(In millions)
Operating revenues $1,318 $1,212 $1,179
Cost of fuel, energy and capacity 276 249 223
Electric gross margin $1.042 $_963 $ 956

2001 vs. 2000

Electric gross margin for 2001, increased $79 million compared to 2000 due principally to an
improvement in wholesale sales margins. ‘

MidAmerican Energy’s margins on wholesale sales increased $63.5 million compared to 2000. The
increase was due to an increase in the average margin per unit sold and an 11.7% increase in related sales
volumes compared to 2000. Wholesale sales are the delivery of energy to other utilities, municipalities and
marketers outside of MidAmerican Energy’s delivery system.

Additionally, electric margin for 2001 increased $21.6 million compared to 2000 due to a refund
accrual in 2000 that reduced electric margin. The refund accrual was for a revenue sharing arrangement in
Towa that terminated December 31, 2000. Refer to “Rate Matters” in the “Operating Activities and Other
Matters” section of MD&A for a discussion of the current arrangement.

The impact of temperatures increased electric gross margin approximately $2 million compared to
2000. Temperature conditions during the cooling season in 2001 were slightly hotter tham 2000 while
temperatures during the heating season in 2001 were slightly milder than in 2000. Other usage factors not
dependent on weather increased electric margin by $9.7 million compared to 2000. In total, retail sales of
electricity increased 3.2% in 2001.

In 2001, MidAmerican Energy recorded gains from the sales of emission allowances which improved
electric margin by $3.3 million compared to 2000. Revenues from transmission services increased $4.0 million
compared to 2000 due to additional revenues from the Mid-Continent Area Power Pool.

An increase in the average cost of energy per unit sold for Iowa retail sales reduced electric gross
margin by $20.3 million compared to 2000. The increase in the average cost of energy per unit sold was
due in part to increased coal costs and increased use of combustion turbines and combined cycle plants.

Electric revenues from the recovery of energy efficiency program costs decreased $6.0 million
compared to 2000. Changes in these revenues are substantially matched with corresponding changes in
other operating expenses. MidAmerican Energy began recovering from customers its remaining deferred
energy efficiency costs and current, ongoing energy efficiency costs on September 29, 1997. Deferred
energy efficiency costs are costs previously incurred by MidAmerican Energy, which, in accordance with
rate treatment, were not charged to expense until recovery from customers began. Recovery of deferred
energy efficiency costs occurred over a four-year period from the date collection began for each phase.
The decrease in 2001 of the recovery of energy efficiency program costs is due to completion in 2001 of
the final recovery phase. Approximately $28.8 miilion of MidAmerican Energy’s 2001 electric revenues
were from the recovery of energy efficiency program costs compared to $34.8 million in 2000.
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2000 vs, 1999

Electric gross margin for 2000, increased $7 million compared to 1999 due principally to an
improvement in wholesale sales margins.

MidAmerican Energy’s margins on wholesale sales increased $13.4 million compared to 1999. An
increase in the average margin per unit sold more than offset a 3.2% decrease in sales volumes compared to
1999,

The impact of temperatures increased electric gross margin approximately $5 million compared to
1999. Although temperatures during the first nine months of 2000 were more moderate than the comparable
period in 1999, temperatures during fourth quarter of 2000 were significantly colder than temperatures in the
fourth quarter of 1999, resulting in the overall positive effect on electric margin. Other nsage factors not
dependent on weather increased clectric margin by $3.5 million compared to 1999, In total, retail sales of -
electricity increased 4.2% in 2000. :

Revenues from electric transmission services increased $1.3 million in 2000 compared to 1999
due to additional revenues from Mid-Continent Area Power Pool.

A refund accrual for a revenue sharing arrangement in fowa was $5.2 million greater in 2000 than
in 1999, resulting in a decrease in electric margin. An increase in the cost of energy per unit sold reduced
electric gross margin by $6.2 million compared to 1999,

Electric revenues from the recovery of energy efficiency program costs decreased $2.3 million
compared to 1999. Changes in these revenues are substantially matched with corresponding changes in
other operating expenses. The decrease in 2000 of the recovery of energy efficiency program costs is due
to completion in 1999 of two of the recovery phases. One phase remains and will be completed i 2001.
Approximately $34.8 million of MidAmerican Energy’s 2000 electric revenues were from the recovery of
energy efficiency program costs compared to $37.1 million in 1999.

Additionally, electric revenues from recovery mechanisms related to Cooper Nuclear Station costs,
decommissioning costs and manufactured gas plant costs decreased $2.1 million compared to 1999. The
decreases relate principally to corresponding decreases in costs for which the recovery mechanisms were
established.

Regulated Gas Gross Margin:
2001 2000 1999
(In millions})
Operating revenues $ 869 $930 $ 560
Cost of gas sold _675 _121 _364
(Gas gross margin $ 194 $ 209 $196
2001 vs. 2000

Regulated gas revenues include purchase gas adjustment clauses throngh which MidAmerican
Energy is allowed to recover the cost of gas sold from its retail gas utility customers. Consequently,
fluctuations in the cost of gas sold do not affect gross margin or net income because revenues reflect
comparable fluctuations from purchase gas adjustment clauses.
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Warmer temperature conditions in the second and fourth quarters of 2001 compated to the same
quarters in 2000 and conservation by customers due to higher prices in early 2001 resulted in
approximately a $9 million decrease in gas margin compared to 2000. Other usage factors not dependent
on weather resulted in a $4.7 million decrease in gas margin compared to 2000. In total, retail sales of
natural gas decreased 7.2% compared to 2000. The decrease in gas margin due to warmer temperature
conditions was partially mitigated by a $1.7 million gain on a weather derivative financial instroment.

Recovery of gas energy efficiency costs decreased $1.2 million for 2001 compared to 2000 due to
the completion of the final four-year recovery phase. Consistent with electric revenues, changes in gas
revenues from energy efficiency cost recovery are substantially offset by corresponding changes in other
operating expenses. Additionally, margin on gas transported decreased $1.1 milkion.

2000 vs. 1999

In 2000, MidAmerican Energy’s per-unit cost of gas increased compared to 1999, which resulted
in a $285 million increase in revenues and cost of gas sold for 2000.

Colder temperatures in 2000 compared to 1999, due primarily to the fourth quarter of 2000,
resulted in a $5 million increase in gas margin compared to 1999, Customer growth and other usage
factors not dependent on weather resulted in a $4.2 million increase in gas margin compared to 1999. In
total, retail sales of natural gas increased 5.8% compared to 1999.

Changes in retail gas rates increased gas margin by approximately $4.3 million compared to 1999,
On January 22, 1999, the Iowa Utilities Board approved a $6.7 million annual interim increase in gas rates
for Iowa retail customers. An additional increase was implemented on May 27, 1999, as 3 result of the
Iowa Utilities Board’s appraval of a final rate increase of $13.9 million annually. Rates fer South Dakota
customers increased $2.4 million annually effective May 1, 1999. On July 11, 2000, the Illinois
Commerce Commission issued an order approving a gas rate increase totaling $2.1 million annually
effective July 18, 2000.

Recovery of gas energy efficiency costs decreased $2.5 million for 2000 compared to 1999.
Consistent with electric revenues, changes in gas revenues from energy efficiency cost recovery are
substantially offset by corresponding changes in other operating expenses.

REGULATED OPERATING EXPENSES
Other Operating Expenses -

Regulated other operating expenses increased $15.2 million for 2001 compared to 2000. Increases
include a $15.9 million increase in pension and ather post-employment benefits costs, 2 $6.7 million
increase in the allowance for uncollectible accounts, a $5.5 million increase in Cooper Nuclear Station
costs and a $4.2 million increase in electric distribution expense. The increases were partially offset by a
$7.3 million reduction in Quad Cities Station operating expenses, a $4.5 million reductlon in energy
efficiency amortization and program costs and decreases in various other costs.

Other operating expenses decreased $26.8 million for 2000 compared to 1999. Information
technology expenses were $8.5 million lower for 2000 due principally to consulting and other costs in
1999 10 support newly implemented systems and for Y2K preparation. During 1999, MidAmerican
Energy incurred transition costs related to MHC’s March 1999 merger. The absence of similar costs in
2000 resulted in a $13.7 million reduction of other operating expenses in 2000 compared to 1999. Energy
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efficiency costs decreased $3.8 million compared to 1999 due to the completion of two recovery phases in
1999. Other factors contributing to the decrease in other operating expenses were reductions in employee
incentive plan costs and injuries and damages costs and an increase in 2000 of a reserve distribution from
an insurance fund compared to the distribution in 1999.

Maintenance -

Maintenance expenses for 2001 compared to 2000 increased $11.3 million. Fossil fuel generating
plant maintenance expenses increased $8.6 million, while maintenance costs for Quad Cities Station
{nuclear) decreased $5.7 million. Electric distribution system maintenance increased $5.4 million in part
due to a more aggressive tree-trimming program. Gas distribution maintenance expenses increased $3.0
million. Maintenance expenses for 2000 increased $11.0 million compared to 1999 due to reliability

maintenance at generating plants and an increase in forestry service costs and related overhead distribution
maintenance.

Depreciation and Amortization -

Depreciation and amortization expense increased $53.2 million in 2001 compared to 2000. During
2001, MidAmerican Energy recorded $47.1 million of amortization expense related to the establishment of
a regulatory liability for a revenue sharing arrangement in lowa. The lowa Utilities Board approved a
settlement agreement, which includes the revenue sharing arrangement, in December 2001. Refer to “Rate
Matters” in the “Operating Activities and Other Matters” section of MD&A for further discussion. In
addition, utility plant depreciation expense increased as a result of an increase in depreciation rates in 2001
and an increase in utility plant.

Depreciation and amortization expense increased $6.6 million in 2000 compared to 1999. Utility
plant depreciation expense increased as a result of an increase in utility plant. Amortization of regulatory
assets for MidAmerican Energy’s lowa operations increased in accordance with ant lowa revenue sharing
plan. Depreciation expense related to nuclear decommissioning funding for Mid American Energy’s
1llinois operations decreased for 2000 compared to 1999.

Property and Other Taxes -

Property and other taxes decreased for 2001 and 2000 compared to the respective:prior years due
principally to a reduction in MidAmerican Energy’s lowa property tax assessed values.

NONREGULATED OPERATING REVENUES AND OPERATING EXPENSES

Nonregulated Gas Gross Margin -
2001 2000 1999
{In millions)
Operating revenues ............... $5183 $3530 $1004
Cost of gas sold.......c.cenvineiene. 509.7 3499 99.1
Gross margin .................. : 86 $ 31 & L3

The nonregulated natural gas marketing operations include wholesale and retail a¢tivities.
Approximately 77% of the nonregulated natural gas revenues for 2001 are from wholesale sales.
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Gross margin for the nonregulated natural gas operations increased $5.5 million to $3.6 million for
2001 compared to 2000. The improvement in gross margin reflects an increase in margin per unit and
sales volumes. Revenues from nonregulated natural gas operations increased $165.3 million compared to
2000. Sales volumes increased 47 million MMBtus (60%) resulting in a $212.0 million increase in
revenues. A decrease in the average price per umnit sold, reflective of a 9% decrease in the average cost of
gas, partially offset the increase due to sales volumes, reducing revenues by $46.7 million. Related cost of
sales increased $159.8 million for 2001 due to the increase in sales volumes, offset partially by the
decrease in the average cost of gas.

Revenues from nonregulated natural gas marketing operations increased $252.6 million for 2000
compared to 1999. An increase in the average price per unit sold, reflective of 8 93% increase in the
average cost of gas, accounted for $171.2 million of the increase in revenues. Sales volumes increased 35
million MMBtus (81%] resulting in an $81.4 million increase in revenues. The increass in sales volumes

was driven principally by the addition of larger-use wholesale customers and the addition of retail customer -

activity, The $250.8 million increase in related cost of sales reflects the increases in cost per unit sold and
sales volumes.

Other Nonregulated Revenues and Cost of Sales -

As of December 31, 2000, all non-residential customers in Illinois had been phased in to allow
them to select their electric power supplier. For 2001 compared to 2000, gross margin related to these
sales increased $4.4 million to $4.5 million. No revenues or cost of sales were incurred in 1999 related to
these activities,

Nonregulated revenues for 2001 include $6.2 million from MidAmerican Energy’s market access
service project, compared to $17.9 million in 2000; the related cost of sales totaled $5.4 million for 2001
and $16.9 million for 2000. The pilot project, which concluded in May 2001, allowed larger Iowa.
customers that were participating in the project to choose their electric power supplier. MidAmerican
Energy's revenues from project participants related to non-supply services, such as distribution.and
transmission, are reflected in regulated electric revenues. In 1999, revenues and cost of sales related to the
market access service project totaled $10.9 million and $9.7 million, respectively.

MidAmerican Energy’s nonregulated revenues also include pre-tax income from awards for
successful performance under its incentive gas procurement program. Under the program, if MidAmerican
Energy's cost of gas varies from an established reference price range, then the savings or cost is shared
between customers and shareholders. The awards totaled $4.1 million, $3.9 million and $1.6 million in
2001, 2000 and 1999, respectively.

MidAmerican Energy performs work for its customers that is not regulated, including distribution
maintenance. In mid-2000, an affiliated company began doing most of this work. Accordingly,
nonregulated revenues and costs related to these activities decreased for Mid American Energy in 2001
compared to 2000. Increased efforts in these services in 2000 contributed to the increase in nonregnlated
revenues for 2000 compared to 1999,
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Nonregulated Operating Expenses: Other -

Other operating expenses for MidAmerican Energy’s nonregulated services decreased $2.3 million
in 2001 compared to 2000 and increased $3.5 million for 2000 compared to 1999. The variances were due
principally to costs related to nonregulated distribution services performed for customers, which, beginning
in mid-2000, were performed by an affiliate of MidAmerican Energy.

NON-OPERATING INCOME AND INTEREST EXPENSE
Interest and Dividend Income-

Interest income and dividend income decreased $2.4 milkion for 2001 compared to 2000. A
decrease in interest from a joint plant operator for funds held by it reduced interest income by
approximately $2.3 million, while interest related to income tax refunds decreased $6.1 million. A
reduction in interest rates also reduced interest income for 2001. Interest income increased $5.4 million
compared to 2000 for interest income on a note receivable related to MidAmerican Energy’s accounts
receivahle sold. The increase in the note receivable is a result of the increased balance in receivables sold.
The increase in interest income for 2000 compared to 1999 was due to $6.1 million of interest income
from income tax refunds, $2.9 million of interest from a joint plant operator for funds held by it and a $2.5
million increase in interest on a note receivable related to sold accounts receivable. Additionally,
MidAmerican Energy had a more favorable cash position from August to December 2000.

Qther, Net -

Other, Net, which includes a number of non-operating income and deduction items, decreased
Non-Operating Income by $5.8 million, $1.5 million and $3.7 million in 2001, 2000 and 1999,
respectively.

Other, Net includes a discount on sold accounts receivable, net of a subservicer fee charged to
MidAmerican Energy Funding Corporation for servicing the accounts. The discount is designed to cover
the expenses of MidAmerican Energy Funding Corporation, including bad debt expense, subservicer fees,
monthly administrative costs and interest. The discount is recorded in Other, Net because it is not reflected
in utility cost of service for regulatory purposes. The discount, net of the subservicer fee, reduced Other,
Net by $13.1 million, $8.3 million and $7.9 million in 2001, 2000 and 1999, respectively.

Income related to the cash surrender value of corporate-owned life insurance policies totaled $5.3
million, $9.3 million and $0.3 million for 2001, 2000 and 1999, respectively. The income for 2001 includes a
gain from common stock received as a result of an initial stock offering by one of the insurance providers.
Income for 2000 includes $7.4 million related to benefits paid on several policies.

Other, Net for 2001 reflects $1.6 million of income for an allowance for equity funds used during
construction. As a regulated public utility, MidAmerican Energy is allowed to capitalize, and record as
income, a cost of construction for equity funds used, based on guidelines set forth by the Federal Energy
Regulatory Commission.

In 1999, MidAmerican Energy recorded a $5.4 million pre-tax gain from the sale of rail cars which

are used to service its coal-fired generating plants and $1.5 million of costs related to potential business
opportunities.
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Fixed Charges and Preferred Dividends -

MidAmerican Energy’s interest on long-term debt decreased in 2001 and 2000 compared to their
respective prior years due to long-term debt maturities in each year and, for 2001 compared to 2000, a
reduction in inlerest rales on variable rate debt. The decreases for 2001 were partially offset by an increase
resulting from the issuance of $162 million of medium-term notes in July 2000.

Preferred dividends decreased due to the reacquisition of preferred shares in April and November
2001. A loss of $0.2 million on those acquisitions is reflected in preferred dividends.



LIQUIDITY AND CAPITAL RESOURCES

MidAmerican Energy has available a variety of sources of liquidity and capital resources, both
internal and external. These resources provide funds required for current operations, construction
expenditures, dividends, debt retirement and other capital requirements.

As reflected on the Consolidated Statements of Cash Flows, MidAmerican Energy’s net cash
provided from operating activities was $476 million, $359 million and $330 mitlion in 2001, 2000 and
1999, respectively.

INVESTING ACTIVITIES AND PLANS
Utility Construction Expenditures -

MidAmerican Energy’s primary need for capital is utility construction expenditures. For the year
ended December 31, 2001, utility construction expenditures totaled $250 million, including allowance for
funds used during construction, or capitalized financing costs, and Quad Cities Station nuclear fuel
purchases. All such expenditures were met with cash generated from utility operations, net of dividends.

Forecasted utility construction expenditures, including allowance for funds used during
construction are $332 million for 2002 and $1.614 billion for 2003 through 2006. Capital expenditure
needs are reviewed regularly by management and may change significantly as a result of such reviews.
Through 2007, MidAmerican Energy plans to develop and construct two electric generating plants in Iowa,
requiring an investment of approximately $1.8 billion. Participation by others in a portion of the second
plant is being discussed. The two plants will provide approximately 1,400 megawatts of generating
capacity. The first project is a 540-megawatt natural gas-fired combined cycle unit with an estimated cost
of $416 million. MidAmerican Energy expects to begin construction on the first project i Spring 2002
following receipt of all regulatory approvals. It is anticipated that the first phase of the project will be
completed in 2003 with the remainder being completed in 2005. MidAmerican Energy presently expects
that all utility construction expenditures for the next five years will be met with the issuance of long-term
debt and cash generated from utility operations, net of dividends. The actual level of cash generated from
utility operations is affected by, among other things, economic conditions in the wility service territory,
weather and federal and state regulatory actions.

Nuclear Decommissioning -

Each licensee of a nuclear facility is required to provide financial assurance for the cost of
decommissioning its licensed nuclear facility. In general, decommissioning of a nuclear facility means to
safely remove the facility from service and restore the property to a condition allowing unrestricted use by
the operator. Based on information presently available, MidAmerican Energy expects to contribute
approximately $41 million during the period 2002 through 2006 to external trusts established for the
investment of funds for decommissioning Quad Cities Station. Approximately 60% of the fair value of the
trusts’ funds is now invested in domestic corporate debt and common equity securities. The remainder is
invested in investment grade municipal and U.S. Treasury bonds. Funding for Quad Cities Station nuclear
decommissioning is reflected in Depreciation and Amortization in the Consolidated Staternents of Income.

Based on information presently available and assuming a September 2004 shutdown of Cooper,
MidAmerican Energy expects to accrue approximately $54 million for Cooper decommissioning during
the period 2002 through 2004. Amounts related to Cooper decommissioning are reflected in Other
Operating Expenses in the Consolidated Statements of Income. MidAmerican Energy’s obligation, if any,
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for Cooper decommissioning will be affected by the actual plant shutdown date. In July 1997, the
Nebraska Public Power District filed a lawsnit in United States District Court for the District of Nebraska
naming MidAmerican Energy as the defendant and sceking a declaration of MidAmerican Energy’s rights
and obligations in connection with Cooper nuclear decommissioning funding. Refer to Note (4)(g) of
Notes to Consolidated Financial Statements in Part IV, Item 14 of this Form 10-K for fmther discussion of
the litigation.

Cooper and Quad Cities Station decommissioning costs charged to Iowa customers are included in
base rates, and recovery of increases in those amounts must be sought through the normal ratemaking
process. Cooper decommissioning costs charged to Illinois customers are recovered through a rate rider on
customer billings. '

Contractual Obligations and Commercial Commitments —

MidAmerican Energy has various contractual obligations and commercial commitments. i
Following is a table summarizing, as of December 31, 2001, the material cash obligations of MidAmerican
Energy (in millions).

Period Pavments are Due
2003 - 2005 - After

Total 2002 2004 2006 2006

Type of Obligation:
Long-term debt, excluding unamortized

debt premiuvm and discount, net $ 821.6 $163.9 $161.3 $251.0 $245.4
Mandatorily redeemable preferred securities  26.7 6.7 13.3 6.7 -
Mandatorily redeemable preferred

securities of subsidiary trust (1) 100.0 - - - 100.0
Operating leases (2) 12.9 5.5 57 1.2 0.5
Power purchase contract 259 174 8.5 - ‘ -
Coal, electricity and natural gas

contract commitments (2) 531.2 182.2 240.8 67.9 40.3

Total $1,518.3  $3757  $4296  $3268  $3862

(1) The mandatorily redeemable preferred securities of subsidiary trust were redesmed on March 11,

2002,

(2) The operating leases and fuel and energy commitments are not reflected on the Consolidated
Balance Sheets. Refer to Note (4)(h) in Notes to Consolidated Financial Statements for a
discussion of these commitments.

The above table includes MidAmerican Energy’s unconditional purchase obligatipns.
MidAmerican Energy has other types of commitments that are subject to change and relate primarily to the
following:

- Construction expenditures (see Note (4)a) in Notes to Consolidated Financial Statements)

- Manufactured gas plant facilities (see Note (4)(b) in Notes to Consolidated Finangial Statements)
- Nuclear decommissioning costs (see Note (4)(e) in Notes to Consolidated Financial Statements)
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FINANCING ACTIVITIES, PLANS AND AVAILABILITY
Debt Authorizations and Credit Facilitics —

Mid American Energy currently has authority from the Federal Energy Regulatory Commission to
issue short-term debt in the form of commercial paper and bank notes aggregating $500 million.
MidAmerican Energy currently has in place a $370.4 million revolving credit facility which supports its
$250 million commercial paper program and its variable rate pollution control revenue obligations. In
addition, MidAmerican Energy has a $5 million line of credit.

On February 8, 2002, MidAmerican Energy issued $400 million of 6.75% medium-term notes due
in 2031. The proceeds will be used to refinance existing debt and preferred securities and for other
corporate purposes. On March 11, 2002, MidAmerican Energy redeemed all of its MidAmerican-
ohligated preferred securities of subsidiary trust at 100% of the principal amount plus accrued interest.

MidAmerican Energy has on file with the Securities and Exchange Commission a registration
statement for $500 million in various forms of senior and subordinated, unsecured long-term debt and
preferred securities, $100 million of which remains available following the issuance of the $400 million of
medinm-term notes discussed above.

MidAmerican Energy has authorization from the Federal Energy Regulatory Commission to issue
up to an additional $100 million in various forms of long-term debt following the issuance of the $400
milfion of medium-term notes discussed above. MidAmerican Energy will also need authorization from
the Illinois Commerce Commission prior to issuing any securities. If 90% or more of the proceeds from a
securities issuance are used for refinancing purposes, MidAmerican Energy need only provide the Lllinois
Commerce Commission with an “informational statement” prior to the issuance which sets forth the type,
amount and use of the proceeds of the securities to be issued. If less than 90% of the proceeds are used for
refinancing, Mid American must file a comprehensive application seeking authorization prior to issuance.
The Illinois Commerce Commission is required to hold a hearing before issuing its authorization.

Accounts Receivable Sold —

In 1997, MidAmerican Energy entered into a revolving agreement, which expires:in October 2002,
to sell all of its right, title and interest in the majority of its billed accounts receivable to MidAmerican
Energy Funding Corporation, 2 special purpose entity established to purchase accounts receivable from
MidAmerican Energy. MidAmerican Energy Funding Corporation in tum sells receivable interests to
outside mnvestors. In consideration for the sale, MidAmerican Energy received cash and a $ubordinated
note, bearing interest at 8%, from Mid American Energy Funding Corporation. As of December 31, 2001,
the revolving cash balance was $44 million, down $26 million from December 31, 2000, and the amount
outstanding under the subordinated note was $28.7 million. The agreement is structured as a true sale,
under which the creditors of MidAmerican Energy Funding Corporation will be entitled to be satisfied out
of the assets of MidAmerican Energy Funding Corporation prior to any value being returned to
MidAmerican Energy or its creditors. Therefore, the accounts receivable sold are not reflected on
MidAmerican Energy’s Consolidated Balance Sheets. As of December 31, 2001, $71.5 million of
accounts receivable, net of reserves, was sold under the agreement.

-107-



OPERATING ACTIVITIES AND OTHER MATTERS
Legislative and Regulatory Evolution -

In December 1997, the Governor of Illinois signed into law a bill to restructure [llinois” electric
utility industry and transition it to a competitive market. Under the law, larger non-residential customers in
Hltinojs and 33% of the remaining non-residential Ilinois customers were allowed to select their provider
of electric supply services beginning October 1, 1999. Starting December 31, 2000, all other non-
residential customers were allowed supplier choice. Residential customers all receive the opportunity to
select their electric supplier beginning May 1, 2002.

The law also provides for Illinois earnings above a computed level of return on common equity to
be shared equally between customers and MidAmerican Energy. MidAmerican Energy’s computed level
of return on common equity is based on a rolling two-year average of the 30-year Treasury Bond rates plus -
a premium of 5.5% for 1998 and 1999 and a premium of 8.5% for 2000 through 2004. The two-year
average above which sharing must occur for 2001 was 14.34%. The law aliows MidAmerican Energy to
mitigate the sharing of eamings above the threshold return on common equity through accelerated recovery
of regulatory assets,

The enerpy crisis and related events in California has heightened concerns nationally about
deregulation of the electric utility industry. Accordingly, the pace of deregulation in Iowa and elsewhere
has slowed considerably. MidAmerican Energy will continue to work with regulators and legislators on
deregulation issues.

In December 1999, the Federal Energy Regulatory Commission (FERC) issued Order No. 2000
establishing, among other things, minimum characteristics and functions for regional transmission
organizations. Public utilities that were not a member of an independent system operator at the time of the
order were required to submit a plan by which its transmission facilities would be transferred to a regional
transmission organization. On September 28, 2001, MidAmerican Energy and five other electric utilities
filed with the FERC a plan to crcate TRANSLink Transmission Company LLC and to integrate their
electric transmission systems into a single, coordinated system operating as a for-profit independent
transmission company in conjunction with a FERC-approved regional transmission organization. FERC
approval of the plan is pending. Transferring the operation and control of MidAmerican Energy’s
transmission assets to other entities could increase costs for MidAmerican Energy; however, the actual
impact of TRANSLink on MidAmerican Energy’s future transmission costs is not yet known.

Critical Accounting Policies -

Accounting for Regulatory Entjties

MidAmerican Energy’s significant accounting policies are described in Note (1) of Notes to
Consolidated Financial Statements. MidAmerican Energy’s most critical accounting policy is the
application of Statement of Financial Accounting Standards (SFAS) No. 71, “Accounting for the Effects of
Certain Types of Regulation.”

A possible consequence of deregulation in the utility industry is that SFAS No. 71 may no longer
apply. SFAS No. 71 sets forth accounting principles for operations that are regulated and meet the stated
criteria. For operations that meet the criteria, SFAS No. 71 allows, among other things, the deferral of
expense or income that would otherwise be recognized when incurred. MidAmerican Energy’s electric and
gas utility operations currently meet the criteria required by SFAS No. 71, hut its applicability is
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periodically reexamined. If portions of its utility operations no longer meet the criteria of SFAS No. 71,
MidAmerican Energy could be required to write off the related regulatory assets and liabilities from its
balance sheet, and thus, a material adjusiment to earnings in that period could result if regulatory assets are
not recovered in transition provisions of any deregulation legislation. As of December 31, 2001,
MidAmerican Energy had $221.1 million of regulatory assets and $62.4 million of regulatory liabilities on
its Consolidated Balance Sheet.

Other accounting policies that Mid American Energy believes are critical include the following:

Revenug Recognition

Revenues are recorded as services are rendered to customers. MidAmerican Energy records
unbilled revenues representing the estimated amount customers will be billed for services rendered
between the meter-reading dates in a particular month and the end of that month.

Accounting for Derivatives and Energy Trading Activities

MidAmerican Energy accounts for its energy trading activities in accordance with Emerging Issues
Task Force (EITF) Issue No. 98-10 and SFAS No. 133, as amended and interpreted, which require certain
energy trading and energy derivative contracts to be accounted for at fair value.

EITF 98-10 also allows two methods of recognizing energy trading contracts in the income
statement. The "gross” method provides that energy trading contracts are recorded at their full value in
revenues and expenses. The other method is the "net” method in which revenues and expenses are netted
and only the trading margin is reflected in revenues. MidAmerican Energy uses the gross method for those
energy trading contracts for which they have a choice.

Accounting for derivatives continues to evolve through guidance issued by the Derivatives
Implementation Group (DIG) of the Financial Accounting Standards Board (FASB). To the extent that
changes by the DIG modify cumrent guidance, including the normal purchases and normal sales
determination, the accounting treatment for derivatives may change.

See Note (1)(i) in Notes to Consolidated Financial Statements for further discussion related to
accounting for derivatives.

Contingent Liabilities

MidAmerican Energy establishes reserves for estimated loss contingencies when it is
management's assessment that a loss is probable and the amount of the loss can be reasonably estimated.
Revisions to contingent liabilities are reflected in income in the period in which different facts or
information become known or circumstances change that affect the previous assumptions with respect to
the likelihood or amount of loss. Reserves for contingent liabilities are based upon management's
assumptions and estimates, advice of legal counsel or other third parties regarding the probable outcomes
of the matter. Should the outcome differ from the assumptions and estimates, revisions to the estimaied
reserves for contingent liabilities would be required.

New Accounting Pronouncements -

In July 2001, the FASB issued SFAS No. 141, “Business Combinations™, and SFAS No. 142,
“Goodwill and Other Intangible Assets” which establish accounting and reporting for business
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combinations. SFAS No. 141 requires all business combinations entered into subsequent to June 30, 2001,
to be accounted for using the purchase method of accounting. SFAS No. 142 provides that goodwill and
other intangible assets with indefinite lives will not be amortized but will be tested for impairment on an
annual basis. These standards were effective for MidAmerican Energy beginning on January 1, 2002.
MidAmerican Energy does not anticipate any impact on its results of operations, cash flows or financial
condition as a result of these standards.

In August 2001, the FASB issued SFAS No. 143, “Accounting For Asset Retirement
Obligations.” SFAS No. 143 requires recognition on the balance sheet of legal obligations associated with
the retirement of long-lived assets that result from the acquisition, construction, development and/or
normal operation of such assets. SFAS No. 143 is effective for fiscal years beginning after June 13, 2002.
Mid American Energy is evaluating the impact of this pronouncement on its balance sheet, but does not
believe adoption will have a material impact on its results of operations.

In October 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of -
Long-Lived Assets,” which addresses the financial accounting and reporting for the impairment or disposal
of long-lived assets. This standard was effective for MidAmerican Energy on January 1, 2002.
MidAmerican Energy does not anticipate any impact on its results of operations, cash flows or financial
cendition as a result of implementing this standard.

Rate Matters -

In 1997, pursuant to a rate proceeding before the Iowa Utilities Board, MidAmerican Energy, the
Office of Consumer Advocate and other parties entered into a pricing plan settlement agreement
establishing MidAmerican Energy's Iowa retail electric rates. That settlement agreement expired on
December 31, 2000.

On March 14, 2001, the Office of the Consumer Advocate filed a petition with the Iowa Utilities
Board 1o reduce Iowa retail electric rates by approximately $77 million annually. On June 11, 2001,
MidAmerican Energy responded to that petition by filing a request with the Towa Utilities. Board to
increase MidAmerican Energy’s Iowa retail electric rates by $51 million annually. On December 21,
2001, the Iowa Utilities Board approved a settlement agreement that freezes the rates in effect an
December 31, 2000, through December 31, 2005, and, with modifications, reinstates the revenue sharing
provisions of the 1997 pricing plan settlement agreement. Under the 2001 settlement agreement, an
amount equal to 50% of revenues associated with returns on equity between 12% and 14%, and 83.33% of
revenues associated with returns on equity above 14%, in each year will be recorded as a regulatory
liability to be used to offset a portion of the cost of future generating plant investments. An amount equal
to the regulatory liability will be recorded as depreciation expense. As of December 31, 2001,
MidAmerican Energy has recorded a $47.1 million regulatory liability that is reflected in Regulatory
Liabilities on the Consolidated Balance Sheet.

On September 21, 2001, MidAmerican Energy filed a petition with the South Dakota Public
Utilities Commission (SDPUC) to increase its South Dakota natural gas rates. On February 20, 2002, the
SDPUC approved a settlement agreement allowing increased rates of $3.1 million annually,

On October 19, 2001, MidAmerican Energy filed a petition with the Illinois Commerce

Commission to increase its Illinois natural gas rates by $3.2 million annually. A final decision on the
petition is required within eleven months of the date of filing.
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On March 15, 2002, MidAmerican Energy made a filing with the Iowa Utilities Board requesting
an increase in rates of approximately $26.6 million for its Iowa retail natmral gas customers. As part of the
filing, MidAmerican Energy requested an interim rate increase of approximately $20.4 million annually.
The Iowa Utilities Board may adjust the requested interim amount and delay its implementation for up to
ninety days. MidAmerican Energy expects the final rates, which may differ from the requested amount, to
be implemented in the fourth quarter of 2002.

Environmental Matters -

The U.S. Environmental Protection Agency, or EPA, and state environmental agencies have
determined that contaminated wastes remaining at decommissioned manufactured gas plant facilities may
pose a threat to the public health or the environment if these contaminants are in sufficient quantities and at
sufficient concentrations as to warrant remedial action.

MidAmerican Energy has evaluated or is evaluating 27 properties that were, at one time, sites of
gas manufacturing plants in which it may be a potentially responsible party. The purpose of these
evaluations is to determine whether waste materials are present, whether the materials constitute an
environmental or health risk, and whether MidAmerican Energy has any responsibility for remedial action.
MidAmerican Energy's estimate of the probable costs for these sites as of December 31, 2001, was $22
million. This estimate has been recorded as a liability and a regulatory asset for future recovery through
the regulatory process. Refer to Note (4)(b) of Notes to Consolidated Financial Statements for further
discussion of MidAmerican Energy’s environmental activities related to manufactured gas plant sites and
COSt TECOVErY.

Although the timing of potential incurred costs and recovery of costs in rates may.affect the results
of operations in individual periods, management believes that the outcome of these issues will not have a
material adverse effect on MidAmerican Energy’s financial position or results of operations.

In July 1997, the EPA adopied revisions to the National Ambient Air Quality Standards for ozone
and a new standard for fine particulate matter. In February 2001, the United States Supreme Court upheld
the constitutionality of the standards, though remanding the issue of implementation of the ozone standard
to the EPA. The impact of the new standards on MidAmerican Energy is currently unknown.
MidAmerican Energy could incur increased costs and a decrease in wholesale electric revenues if its
generating stations are located in nonattainment areas. Refer to Note {(4)(c) of Notes to Consolidated
Financial Statements for further discussion of this issue.

Generating Capability

MidAmerican Energy is interconnected with Iowa and neighboring utilities and is:imvolved in an
electric power pooling agreement known as Mid-Continent Area Power Pool (MAFP). Each MAPP
participant is required to maintain for emergency purposes a net generating capability reserve of at least
15% above its system peak demand.

MidAmerican Energy believes it has adequate electric capacity reserve through 2003 and
continues 1o manage its generating resources to ensure an adequate reserve in the futare. MidAmerican
Energy has announced plans to add a 540-megawatt natural gas-fired combined cycle unit to be completed
in two phases between 2003 and 2005. An additional 900 megawatis of coal-fired generation is expected
to be operational later this decade. However, significantly higher-than-normal temperatures during the
cooling season could cause MidAmerican Energy’s reserve to fall below the 15% minimum. If

-111-



MidAmerican Energy fails to maintain the appropriate reserve, significant penalties could be contractually
imposed by MAPP.

MidAmerican Energy is financially exposed to movements in energy prices since it no longer
recovers fluctuations in its energy costs through an energy adjustment clause in Jowa. Although
MidAmerican Energy believes it has sufficient generation under typical operating conditions for its retail
electric needs, a loss of adequate generation by MidAmerican Energy requiring the purchase of
replacement power at a time of high market prices could subject MidAmerican Energy to-losses on its
energy sales.

MidAmerican Energy has been able to maintain its capacity reserve requirement and has not been
adversely affected by seasonal price variations in the wholesale market.

Cooper Nuclear Station

Under a long-term power purchase contract with the Nebraska Public Power District,
MidAmerican Energy purchases ane-half of the output of Cooper. The Nuclear Regulatory Commission
(NRC) has notified the Nebraska Public Power District that, effective April 1, 2002, it will place Cooper in
its “Multiple Repetitive Degraded Cornerstone” category of the NRC’s Reactor Oversight Process Action
Matrix. As a result, the NRC will conduct extensive diagnostic inspections at Cooper, which are currently
anticipated to be completed during the month of June 2002. MidAmerican Energy cannot, at this time,
predict the outcome of the NRC inspections and their impact on the operation of Cooper. The Nebraska
Public Power District has informed MidAmerican Energy that it is currently developing an improvement
plan which it believes will address the issues that caused Cooper to be placed into this category.

QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

MidAmerican Energy is exposed to market risk, including changes in the market price of certain
commoditics and interest rates. To manage the price valatility relating to these exposures,: MidAmerican
Energy enters into various financial derivative instruments. Senior management provides the overall
direction, structure, conduct and control of MidAmerican Energy's risk management activities, including
the use of financial derivative instruments, authorization and communication of risk management policies
and procedures, strategic hedging program guidelines, appropriate market and credit risk kimits, and
appropriate systems for recording, monitoring and reporting the results of transactional and risk
management activities. MidAmerican Energy regularly performs sensitivity analysis of its outstanding
positions and adheres to strict value-at-of risk parameters. MidAmerican Energy uses hedge accounting
for derivative instroments pertaining to its natural gas purchasing, wholesale electricity activities and
financing activities. Refer to Note (1){i) in Notes to Consolidated Financial Statements for further
discussion of price risk and the accounting for derivative instruments.

Energy Trading Activities -
MidAmerican Energy’s net assets associated with energy trading activities outstanding at
December 31, 2001, totaled $1.8 million. Of the open positions at December 31, 2001, 96% are scheduled

to be realized within twelve months. Refer to Note (1)(i) in Notes to Consolidated Financial Statements
for a discussion of derivatives, including derivative instruments used for trading purposes.

-112-



MIDAMERICAN ENERGY COMPANY
CONSOLIDATED STATEMENTS OF INCOME

{In thousands)
— Years Fnded December 31,
2001 2000 1999
Operating Revenues
Regulated EIECITIC ..uvurrereereecessetseesrresesemssssssesemseensesesersessresses $1,318,129  $1.212411  $1,178,702
Regulated gas........coovicee e 869,132 929,555 559.957
NONTEZUIALEL. ...cvoviriiirerrisiisie s eseresstine s srssssnssessrincsssasansassassonss 543,812 390393 121,615
2731073 2532358  _1.860.274
Operating Expenses
Regulated:
Cost of fuel, energy and Capacity......ccccrrrervrerrsesrersnerereneas 275,904 249,045 223,215
Cost of 2as S0Id ... s 674,883 721,395 364,112
Other Operaling EXPENSES. ...cumuerercecmcsrreerssoreresensrarasesacsererses 449,328 434,125 460,883
 MaintEnance ... e s 138,343 127,076 116,039
Depreciation and amMOrtzZation......e e crersressaraseniessasssssessesiase 250,315 197,144 190,547
Property and other taxes ... 71,705 74.778 77,017
1860478 1803563 1431363
Nonregulated:
COSt OF SAIES. ..ottt et svesete b e e 518,272 369,005 110,782
OTNET 1vieesievscrrareserierarserer e e e sese s e brsronasesansssemssmeassmsnsnssmsmevers 18,749 21.035 __ 17,565
__ 537021 350.040 128,347
Total Operating EXPEnSEs ... ..cocececererereerresisssesssarencmecesermerees 2,397.499 2,193603 _1,560.210
Operating INCOME ..........c.ccoorieiureniricermreereris e e sesres s ensaramesens 333,574 338,756 — 300,064
Non-Operating Income
Interest and dividend inCOmME ... rerierciriessesenerernsane 13,069 15,499 . 3,040
L 14T O 0T A SRS U ORI (5,813) (1,455 (3.699)
7256  __14044 ____{65D)
Fixed Charges
Interest on Llong-term debt .......occveeecceee e serneeeene 60,380 61,120 65,649
OUher INErESE EXPEIISE ...onoeemeeeeneececvscacsrencsssssansasassasansasresassesseas 8,401 9,056 11,249
Preferred dividends of subsidiary trust ......ccccovuveevreniecsnrercerenns 1,980 7,980 7.980
Allowance for borrowed funds.........cccccoininiccrcrer e (1,661) (1,273) (1,257
75,600 76,883 83,621
Income Before Income TaXes .........cceoceeeeeecsrinine i re e 265,230 275917 . 215,784
INCOME TAXES -......ocrerrerrrnreiernec et eires e sememesmsmrersr s asssasasi st ssens 112,452 110,461 __ 88453
Net INCOME ... 152,778 165,456 127,331
Preferred Dividends.............oc.oovvvneerniiececerc e 4,544 4,955 4955
Earnings on Common Stock............c oo oceevreecrnrcriesnssocrcssees § 148234 $ 160501 $ 122,376

The accompanying notes are an integral part of these statements.
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MIDAMERICAN ENERGY COMPANY
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(In thousands)
Years Ended December 31,
2001 __2000 1999
Earnings on Common Stock............oooiic v $148.234 150,501 $122.376
Other Comprehensive Income (Loss), Net
Unrealized gains {losses) on cash flow hedges:
Unrealized net gains during period-
Before INCOME AXES ..ovevivere e enssr e ranasnerens 7650 - -
INCOme taX EXPENSE, NEL ..ccvicreesesrreeiesesirssreresrarsasseseerrares (3,197) - -
4493 - -
Less reclassification adjustment for realized net gains
reflected in net income during period-
Before inCOME (AXES .....vvv.vcevveeeccome e csisseinssss e cbasenes 1,757 - .
Income tax expense, BEt..........covveirierereresmemcersasnsnesernaens (731) - -
1,026 - -
Net unrealized gains ........cocooovvreeeescmemsemesssssesmesenes 3.467 - -
Minimum pension liability adjustment: ‘
Before income tax benefit.........cccccocervreceresrerccreneceneseseraenes (8,293) {4,087) -
Income tax benefit.........ccoumimrmrincrerrrermcesreesmimssssssinrernsseresses 3,448 1,699 _ -
{4.847) {2,388} -
Other comprehensive income (l088), NEL....ccvrernrrnerirececnnenans __{1.380) {2,388) ' -
Comprehensive INCOME «..c..ovveevoec v rssrsssrasssemsssserenss $146,854 $158.113 $122.376

The accompanying notes are an integral part of these statements.
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MIDAMERICAN ENERGY COMPANY
CONSOLIDATED BALANCE SHEETS

(In thousands)

Assets

Utility Plant

EIECITIC covrevievinrertisieeereeserriessinesmres vansestssassnerrasortosnvesnrontessassnarvassons
(B8 criitiieimiiimtieessiier st eeera s sea b ban e e e raaraeaera s e abanrnt e e reves rramnneneaerrias

Less accumulated depreciation and amorfization.......... e,

Constructon WOrk 10 PrOZTESS ...c.veireeeraaresrsrersssssssacsrsenssesassamsssesness

Power Purchase Comtract ... acasnsansaanons

Current Assets

Cash and cash equIvAlEnLS............cccoreeeiiiiicrn e
Receivables, less reserves of $627 and $102, respectively ...............
Inventories
Prepaid taXes.........cu it estar e s sn e s nesseen
OBET et e e e sre e s r e e e ra s e vms e

Investments and Nonregulated Property, Net ...........ccocoeierereenens
Regulatory ASSELS.. ... ciiiiiiimiinsiisie e sass s st sesssssmsssssans sesasions
OLher ASSELS ..ot et e s snessessss s s rerse e

Total ASSets.......ccoevvimrnvnvinisiiniirnnies

Capiltalization and Liabilities
Capitalization
Common shareholder’s equity .........cvverveeececeec et
MidAmerican Energy preferred securities, not subject to mandatory
TEURMPHON. .ot ss s e e s e e sn e s e eas
Preferred securities, subject to mandatory redemption:
MidAmerican Energy preferred securities...
MidAmerican Energy-obligated preferred secur:tles of submd:ary
trust holding solely MidAmerican Energy junior subordinated
QEBENTUIES (...ovis ettt meeemsn s st s st bbb

Current Liabilities

INOLES PAYADIE. .cvv v veecocrerrrmirasserresssasteesssesn e srenbnrsas s essessassessnaressrents
Current portion of lomg-term debi......cco v rcrcnice e
Current portion of power purchase CONACE........oevrererireeercceceneerenenns
Accounts payable
Taxes accrued .........ccececennnene

Interest accrued..........ccooeveeines

Other Liabilities

Power purchase CONACT .....cvvveiiimissiont s essssnnensssasneassssssssssess
Deferred iNCOME LAXES wvvieireeeiieeeecrcenieesrnaretrescamesr e smeneras s nmenara st an
Investment tax credit. .o
Quad Cities Station deCOMMISSIOMINE ...c.ccovmreeeeminriinecne e aceees
Regulatory Habilities ......coccominiiciiiiiccrnici e soensan s sssssncnss e s snannss

.................................................................................................

Total Capitalization and Liabilities.............cccccoovnnvicinieniierenne

The accompanying notes are an integral part of these statements.
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2001

$4,598,372
867,277
5,465,649
2,847.979
2,617,670
80,276
2,697.946

48,185

20,020
119,740
83,339
23,956
10,962
258,017

272,230
221,120
80,394

$3.577.892

$1,219,057
31,759
26,680

100,000
656.740
2,034.236

89,350
163,854
17,398
171,535
54,175
11,709
43,184
551,205

8460
513,978
61292
158,349
62,378
187,985
902,451

$3.577.892

31

$4.471,839
831,203
5,303,042
2,680,420
2,622,622
.__38.584
2.661.206

32231

9,677
. 422,661
69,130
22,889
9,789
334,146

256,033

240,934
48,996

$3.823.566

$1,161,968
31,759
50.000




MIDAMERICAN ENERGY COMPANY
CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
— Years Ended December 31,
2000 _ 2000  __ 1999

Net Cash Flows From Operating Activities
NEL IDCOME ce.vcvvvieseserceeesasscssseressrersnsaieessenesstsasasststrsnsesesensaratassss $ 152,778 $ 165,456 $ 127,331
Adjustments to reconcile net income to net cash provided:

Depreciation and amortiZation ..........cccceeremeee e scseseeansnees 251,099 197,438 190,112

Deferred income taxes and investment tax credit, net.............. (32,550) {27,743) (37,067)

Amortization of Oher asSelS.....cccevivimisciarersmrresseiersnser sasanseseion 44,963 48,650 61,036

Net change in accrued customer rate credits ............ooceeeeeneeee. (21,531) 6,724 13,559

Cash inflows (outflows) of accounts receivable sacuritization. (26.,000) 12.877 (2,87

Impact of changes in working capital..........coorermermmenniieinees 113,115 (39,507) {16,688)

ORI eccverrere sttt es e msesvesasansemmemeemseseennne {3,392} (4,468)

Net cash provided ........cciirinnnssssssemesernersessaies 476.4382 359,427 330,029

Net Cash Flows From Investing Activities
Utitity construction expenditures .........veoceeccurercersusnessenerevcensns (250,073) (215,727) {203,575)
Quad Cities Station decommissioning trust fund .........c...cccooceeene. (8,299) (8.302) (10,370)
Nonregulated capital eXpenditures........o..cceeeerrereressesserssnssersessees (2,221) (1,075) (540)
Other investing activities, M6t .......... v vovevecveerese e eerrerrecnaeaeene e 6,168 1.411 (10.968)

INEL CASI BSEA...u.veeeeretemrerraeniesis e ss e sssssesessesesesssssmasasssessrnssons (254,425) 23.693 A223.453)
Net Cash Flows From Financing Activities
Dividends Paid......ccoeierreeieieninnisisnnnnineresessttseensesrasasseserassessinis (94,544} (58,953) (41,661)
Issuance of long-term debt, net of issuance COst.......ooveermrccremcrecr - 160,992 -
Retirement of long-term debt, including reacquisition cost ......... {101,600} (110,861) (60,897)
Reacquisition of preferred Shares. ......v.cvevcrniscssermiensnrarmerevenss (23,320} - -
Net increase (decrease) in noies payable ...........ccoveviveeererereecee. 7,750 (1224000 _ (2.221)

NEE CASH USEA...couiivniaiirene it et asanans 21714 {131.224) _(104.77%
Net Increase (Decrease) in Cash and Cash Equivalents.......... 10,343 4,510 (203)
Cash and Cash Equivalents at Beginning of Year ................. 2677 5.167 — 35370
Cash and Cash Equivalents at End of Year........cceecvoniniene § 20.020 $ 9677 3 __S5167°

Additional Cash Flow Information:

Interest paid, net of amounts capitalized.........c.covormmecvrscnrreeeees 361,344 $ 63420 $_69412
INCOME tAXES PAIA o.ovvrvrieveeirrrinaneseeeees e emscsemsassrrasssetsteseseseesssasass $217,140 £133176 3 96711

The accompanying notes are an integral part of these statements.
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MIDAMERICAN ENERGY COMPANY
CONSOLIDATED STATEMENTS OF CAPITALIZATION
(In thonsands, except share amounts)

Asof r3
2001 ‘ 2000
Common Shareholder’s Equity
Common shares, no par; 350,000,000 shares authorized; )

70,980,203 shares OUSIANAING ...ouvvererereerceriranerereiessncaseasesesnereseserns $ 560,798 $ 560,563
Retained Carnings. ... ecimmrnrrsesmnissisisiiss st sssriassasasnenssserssssesass 662,027 603,793
Accumulated other comprehensive (income) loss, net:

Unrealized gain on cash flow hedges........covaeeveinccncnnnsnnne 3,467 -

Minimum pension liability adjustment ......c..ccvreecenermnneisesisses (7.235) (2.388)

1219057 599% _LL61.968 33.7%
Preferred Securities (100,000,000 shares authorized)
Cumulative shares outstanding; not subject to mandatory redemption:

$3.30 Series, 49,451 SHATES ... eetee et v e ee e s e s ens st aeas 4,945 4,545
$3.73 Series, 38,305 Shares .....ccoocevvrernrnisecmner e inrnn s sannssbsnaisns 3.831 3.831
$3.90 Series, 32,630 SHATES ........ooirericeiisveeme e sme e sesase s 3,263 3,263
$4.20 Series, 47,362 Shares ..ovvccovveeveeicicie e sms e m e nrints 4,736 4,736
$4.35 Series, 49,945 ShAres ...c..vicicieivececeseeeci s s emms s sss st eainns 4,954 4,994
$4.40 Series, 50,000 ShATES ...oe.oiveeeeee e e e eeeeeme s areaen 5,000 5,000
$4.80 Series, 49,898 ShATes .....ccoocvrveriiireeciecv st ee e seeeee e e snrmranes 4,990 4,990
31759 _1.5% 31,759 _1.5%
Cumulative shares outstanding; subject to mandatory redemption:
$3.25 Series, zero and 100,000 shares, tespectively...oiiieerrnes - 10,000
$7.80 Series, 266,800 and 400,000 shares, respectively ..........eovuu 26,680 : 40,000
26680 13% __50000 23%
MidAmerican Energy-Obligated Preferred Securities
MidAmerican Energy-obligated mandatorily redeemable cumulative
preferred securities of subsidiary trust holding solely
MidAmerican Energy junior subordinated debentures:
7.98% series, 4,000,000 shares outstanding...........coecereerececeanes 100,000 49% 100,000 _4.6%
Long-Term Deht
Mortgage bonds:
7.125% Series, dUe 2003 .. e rsessur e s e s samssnsnesaraesaens 100,000 100,000
7.70% Series, dug 2004 ...t 55,630 55,630
T% Series, dUe 2005 .....cceeveeinsie e rereesesteessseresesesessasarosssresrases 20,500 90,500
T.3753% Series, dUe 2008 ..o g e 75.000 75,000
7.45% Series, due 2023 .o e er e ennn 6,940 6,940
6.95% Series, due 2025 s e 12,500 12,500
Poilution control revenue obligations:
5.75% Series, due periodically through 2003 ......coveveeivcnnseicnien 4,320 5.760
6.7 % Series due 2003 ..o e et es e 1,000 1,000
6.1% Series due 2007 ......occueeemcrceeeeerersesssesssesrsasssssssensmsessssesenes 1,000 1,600
5.95% Series, due 2023 (secured by general montgage bonds) ....... 29,030 29,030

The accompanying notes are an integral part of these statements.
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MIDAMERICAN ENERGY COMPANY
CONSOLIDATED STATEMENTS OF CAPITALIZATION (CONTINUED)
{In thousands, except share amounts)

As of December 33,
2001 2000
Long-Term Debt (Continued}
Variable rate series -
Due 2016 and 2017, 1.77% and 4.56%, respectively.................. $ 37600 $ 37,600
Due 2023 (secured by general mortgage bond)
1.77% and 4.56%, 1eSpeclively ...c.vimuecnnisieinessiasnssnseseanns 28,295 28,295
Due 2023, 1.77% and 4.56%, respectively ........ccoovecrnencnnanncne. 6,850 6,850
Due 2024, 1.77% and 4.56%, respectively .....vecoveieicienineinne 34,900 34,900
Due 2025, 1.77% and 4.56%, FESPECtiVELY -....coovurrereerseneenecerones 12,750 12,750
Notes:
8.75% Series, dug 2002 ... rmsresrn e see s ensnesesas s - 240
7.375% Series, due 2002 ... e e - 162,000
6.375% Series, Aue 2006 (oot 160,000 160,000
Obligation under capital lease................ 1,364 1,538
Unamottized debt premium and dlscnunt net ....................................... {939) (1.451)
656,740 _32.3% 820,082 37.9%
Total Capitalization........c.ocumiiiciiieciee st esaeres $2.034236 1000% $2.163.800 100.0%

MIDAMERICAN ENERGY COMPANY
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

(In thousands)
Years Ended December 31,
2001 ___2000 1999

Beginning of Year ... e eresese s sren s ennans $ 603,793 $497,292 $411.622
NEEIMCOMIB. ... oceeeeeeceeeieeeseeeeaseaeesssesstisssesasesasesssas tassreraes 152778 _l.ﬁi&ﬁ_ﬁ - 127331
Deduct:
Loss on reacquisition of preferred shares.......c.ccveeeeeiiecececcnecnnnnne. 235 - -
Dividends declared on preferred shares.......c.oovceeeeceiriereesecerescnnenaes 4,309 4,955 4,955
Dividends declared on cOMIMON SHATeS ..o e ceveneernsivrersesssessassssonens 90,000 54,000 36.706

94 544 58.955 41,661
End of Year ..o s smssnsssassssess sassnsss snsasine £ 662,027 $.603,793 § 497.2092

The accompanying notes are an integral part of these statements.
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MIDAMERICAN ENERGY COMPANY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
{a) Company Structure:

MidAmerican Energy Company is a public utility with electric and natural gas operations and is the
principal subsidiary of MHC Inc. MHC has the following nonregulated subsidiaries: MidAmerican Capital
Company, MidAmerican Services Company, Midwest Capital Group, Inc. and MEC Construction Services Co.
MHC is a wholly owned subsidiary of MidAmerican Funding, LLC, whose sole member is MidAmerican Energy
Holdings Company.

The current corporate structure is the result of the merger transaction completed on March 12, 1999,
involving MHC (formerly MidAmerican Energy Holdings Company) and CalEnergy Company, Inc. CalEnergy -
was reincorporated as an fowa corporation and changed its name to MidAmerican Energy Holdings Company.
MHC, MidAmerican Funding and MidAmerican Energy Holdings are exempt public utility holding companies
headquartered in Des Moines, Iowa.

{b) Consolidation Policy and Preparation of Financial Statements:

The accompanying Consolidated Financial Statements include MidAmerican Energy and subsidiaries
under its control. All significant intercompany transactions have been eliminated. The preparation of financial
statements in conformity with generally accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results may differ from those estimates. Certain classifications of amounts for 2001 are different than that
of prior years. Accordingly, historical amounts have been reclassified.

(c) Regulation:

MidAmerican Energy's utility operations are subject to the regulation of the Iowa Utilities Board, the
Tlinois Commerce Commission, the South Dakota Public Utilities Commission, and the Federal Energy Regulatory
Commission. MidAmerican Energy's accounting policies and the accompanying Consolidated Financial
Statements conform to generally accepted accounting principles applicable to rate-regulated enterprises and reflect
the effects of the ratemaking process.

A possible consequence of deregulation in the utility industry is that Statement of Financial Accounting
Standards (SFAS) No. 71 may no longer apply. SFAS No. 71 sets forth accounting principles for operations that
are regulated and meet the stated criteria. For operations that meet the criteria, SFAS No. 71 allows, among other
things, the deferral of expense or income that would otherwise be recognized when incurred. MidAmerican
Energy's electric and gas utility operations currently meet the criteria of SFAS No. 71, but its applicability is
periodically reexamined. If portions of its utility operations no longer meet the criteria of SFAS No. 71,
MidAmerican Energy could be required to write off the related regulatory assets and liabilities from its balance
sheet, and thus, a material adjustment to eamings in that period could result if regulatory assets are not recovered in
transition provisions of any deregulation legislation. The following regulatory assets represent costs that are
expected to be recovered in future charges to utility customers. The regulatory liabilities represent income to be
recognized or returned to customers in future periods.
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Weighted Average

Future Recovery As of December 31,
Period 2001 2000
(In thousands)
Regulatory Assets
Deferred income taxes, DEt ..o versseersrenss 13 years $ 145271 $ 143,287
Debt refinancing costs ..............ocociereiennn. 5 years 24,252 29,416
Environmental COStS .......ococoecrmerirncrcrenee. 10 years 21,878 24,001
Energy efficiency costs......coccueereeriecarans - 200 22,846
Nuclear generation assets .........c.oceveeeenans 4 years 10,234 | 14,675
Enrichment facilities decommissioning..... 4 years 1,687 1,930
{01111 SOOI U Various 17.548 4,779
TOAL e rerverreremraeriesersnensaressssarssasanas $ 221,120 § 240934 -
Regulatory Liabilities
Environmental inSurance recovery ......... 10 years $ 82850 $ 9.787
Iowa clectric settlement reserve................ 5 years 47,125 -
Enerpy efficiency....cveineicnnicenicnsecnenae 4 years 3,883 -
Coal contracts........ccoovvviiniicnciniecciccninnens 1 year 2,520 -
$ 62,378 39787

A refurn is generally not earned on the regulatory assets in setting rates due to the fact that a cash outlay
was not required for amounts listed as income taxes, environmental costs and enrichment facilities
decommissioning. The amortization of the assets is recoverable over periods shown above.

For a discussion of the Iowa electric settlement reserve, refer to Note (7) — Rate Matters.
(d) Revenue Recognition:

Revenues are recorded as services are rendered to customers. MidAmerican Energy records unbilled
revenues representing the estimated amount customers will be billed for services rendered between the meter-
reading dates in a particular month and the end of that month. Accrued unbilled revenues were $16.6 million and
$191.8 million at December 31, 2001 and 2000, respectively, and are included in Receivables on the Consolidated
Balance Sheets.

Electric operating revenues for 2000 and 1999 include provisions for rate refunds related to a revenue
sharing arrangement in [owa that terminated December 31, 2000. The provisions reduced revenues for 2000 and
1999 by $21.6 million and $16.5 million, respectively. Under the current revenue sharing arrangement in Iowa, the
provision related to revenue sharing is charged to depreciation ¢xpense. Refer to Note (7) — Rate Matters for
further discussion.

MidAmerican Energy's lllinois and South Dakota jurisdictional sales, or approximately 11% of total retail
electric sales, and all of its retail gas sales are subject to adjustment clauses. These clauses allow MidAmerican
Energy to adjust the amounts charged for electric and gas service as the costs of gas, fuel for generation or
purchased power change. The costs recovered in revenues through use of the adjustment clauses are charged to
expense in the same period.
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(e) Depreciation and Amortization:

MidAmerican Energy's provisions for depreciation and amortization for its utility operations are based on
straight-line composite rates. The average depreciation and amortization rates for the years ended December 31
were as follows:

2001 2000 1999
| 23 (791 1 (o NN 4.2% 4.0% 4.0%
GaS oot 3.5% 3.5% 3.5%

Utility plant is stated at original cost which includes overhead costs, administrative costs and an allowance
for funds used during construction.

The cost of repairs and minor replacements is charged to maintenance expense. Property additions and .
major property replacements are charged to plant accounts. The cost of depreciable units of utility plant retired or
disposed of in the normal course of business are eliminated from the utility plant accounts and such cost, plus net
removal cost, is charged to accumulated depreciation.

Depreciation and amortization expense for 2001 includes a $47.1 million regulatory charge pursuant to the
terms of an electric rate settlement in lowa. Refer to Note (7)-Rate Matiers for a discussion of the settlement.

An allowance for the estimated annual decommissioning costs of the Quad Cities Generating Station equal

to the level of funding is included in depreciation expense. See Note 4(e) for additional information regarding
decomimissioning costs.

(f) Investments and Nonregulated Property, Net:

Investments and Nonregulated Property, Net includes the following amounts as of December 31 (in
thousands):

2001 2000

Nuclear decommissioning trust fund ..o $158,349 $153,100
Corporate-owned life insurance.......c.ccoecvirireercrarene 85,958 77,029
Coal transportation property, net of accumulated

depreciation of $1,396 and $1,097, respectively .. 10,523 10,824
Other, net of accumulated depreciation of $1,087

and $602, respectively .........cooeerecremiernneensneninens 17,400 15.100

Total e $272.230 $256.053

Investments held by the nuclear decommissioning trust fund for the Quad Cities Station units are classified
as available-for-sale and are reported at fair value with net unrealized gains and losses reported as adjustments to
the accumulated provision for nuclear decommissioning, which is reflected in Other Liabilities — Quad Cities
Station Decommissioning on the Consolidated Balance Sheets. Funds are invested in accordance with applicable
federal investment guidelines and are restricted for use as reimbursement for costs of decommissioning
MidAmerican Energy’s Quad Cities Station. The investment in corporate-owned life insurance represents the cash
value of life insurance policies on certain key executives and other related investments.
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(g) Consolidated Statements of Cash Flows:

MidAmerican Energy considers all cash and highly liquid debt instruments purchased with a remaining
maturity of three months or less to be cash and cash equivalents for purposes of the Consolidated Statements of
Cash Flows. '

Net cash provided (used) from changes in working capital was as follows (in thousands):

2001 2000 1599

Receivables. .o vccccrvnreniscnennnnns $ 328,921 $(244,552) $(19,345)
INVENTOTIES eevrerereremseemresasieesessanas (14,209) 11,519 12,096
Prepaid taxes ....coccevervvenrennaceenn (1,067) - -
Other current assets ..oo............. (1,173) 566 (1,118}
Accounts payable........cccueenineen- {137,249) 177,598 {28,234)
Taxes accrued....ccevereriveererrenens (70,318) 11,830 21,637
Interest aCCTUEd. ..corevrrveereesiennnne (307) (909) (548)
Other current labilities.......cveu.. 8.517 4,441 (1,176)

Total..oooiinieieeecee e $ 113.115 $ (39.507) $(16.688)

() Accounting for Long-Term Power Purchase Contract:

Under a long-term power purchase contract with Nebraska Public Power District, expiring in 2004,
MidAmerican Energy purchases one-half of the output of the Cooper Nuclear Station, a 776-megawatt nuclear
power plant, based on the maximum capability rating for the November 2001 through October 2002 period. The
Consolidated Balance Sheets include a liability for MidAmerican Energy's fixed obligation to pay 50% of
Nebraska Public Power District's Nuclear Facility Revenue Bonds and other fixed liabilities. A like amount
representing MidAmerican Energy's right to purchase power is shown as an asset.

Cooper capital improvement costs prior to 1997, including carrying costs, were deferred in accordance
with then applicable rate regulation, and are being amortized and recovered in rates over either a five-year period or
the remaining term of the power purchase contract. Beginning July 11, 1997, the lowa portion of capital .
improvement costs is recovered currently from customers and is expensed as incurred. For jusisdictions other than
Iowa, MidAmerican Energy began charging Cooper capital improvement costs to expense, as incirred in January
1597,

The fuel cost portion of the power purchase contract is included in Cost of Fuel, Energy and Capacity on
the Consolidated Statements of Income. All other costs MidAmerican Energy incurs in relation to its long-tenn
power purchase contract with Nebraska Public Power District are included in Other Operating, Expenses on the
Consolidated Statements of Income.

See Notes 4(d), 4(e), 4(f} and 4(g) for additional information regarding the power purchase contract.

(i) Accounting for Derivatives:

MidAmerican Energy is exposed to market risk, including changes in the market price of certain
commodities and interest rates. To manage the price volatility relating to these exposures, MidAmerican Energy
enters into various financial derivative instruments. Senior management provides the overall direction, structure,

conduct and control of MidAmerican Energy's risk management activities, including the use of financial derivative
instruments, authorization and communication of risk management policies and procedures, strategic hedging
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program guidelines, appropriate market and credit risk limits, and appropriate systems for recording, monitoring
and reporting the results of transactional and risk management activities.

MidAmerican Energy uses hedge accounting for derivative instruments pertaining to its natural gas
purchasing, wholesale electricity activities and financing activities.

On January 1, 2001, MidAmerican Energy adopted SFAS Nos. 133 and 138 pertaining to the acconnting
for derivative instruments and hedging activities. SEAS Nos. 133/138 requires an entity to recognize all of its
derivatives as either assets or liabilities in its statement of financial position and measure those instruments at fair
value. If the conditions specified in SFAS Nos. 133/138 are met, those instruments may be designated as hedges.
Changes in the value of hedge instruments would not impact earnings, except to the extent that the instrument is
not perfectly effective as a hedge. At January 1, 2001, Mid American Energy recognized $21.8 million and $4.9
million of energy-related assets and liabilities, respectively, as being subject to fair value accounting pursuant to
SFAS Nos. 133/138, all of which were accounted for as hedges. Due to the relative immateriality of the adoption
of SFAS Nos. 133/138, a cumulative-effect presentation is not reflected in the Consolidated Statement of Income
or the Consolidated Statement of Comprehensive Income for 2001.

Commodity Price Risk —

Under the current regulatory framework, MidAmerican Energy is allowed to recover in revenues the cost
of gas sold from all of its regulated gas customers thraugh a purchased gas adjustment clause. Because the majority
of MidAmerican Energy’s firm natural gas supply contracts contain pricing provisions based on a daily or monthly
market index, MidAmerican Energy’s regulated gas customers, although ensured of the availability of gas supplies,
retain the risk associated with market price volatility.

MidAmerican Energy enters into natural gas futures and swap agreements to mitigate a portion of the
market risk retained by its regulated gas customers through the purchased gas adjustment clayse. These financial
derivative activities are recorded as hedge accounting transactions, with net amounts exchanged or accrued under
swap agreements and realized gains or losses on futures contracts included in the cost of gas sold and recovered in
revenues from regulated gas customers.

MidAmerican Energy also derives revenues from nonregulated sales of natural gas. Pricing provisions are
individually negotiated with these customers and may include fixed prices or prices based on a daily or monthly
market index. MidAmerican Energy enters into natural gas futures and swap agreements to offset the financial
impact of variations in natural gas commodity prices for physical delivery to nonregulated customers. These
financial derivative activities are also recorded as hedge accounting transactions.

MidAmerican Energy uses natural gas derivative instruments for trading purposes pursnant to EITF 98-10
under strict value-at-risk guidelines outlined by senior management. Derivative instruments held for trading
purposes are recorded at fair value and any unrealized gains or losses are reported in eanings. Trading revenues
and costs are reported gross on the Consolidated Statements of Income.

MidAmerican Energy is exposed to variations in the price of fuel for generation and the price of purchased
power in its Iowa jurisdiction comprising 89% of 2001 electric operating revenues. Fuel price risk is mitigated
through forward contracts. Under typical operating conditions, MidAmerican Energy has sufficient generation to
supply its retail electric needs. A loss of such generation at a time of high market prices could subject
MidAmerican Energy to losses on its energy sales. MidAmerican Energy uses electricity forward contracts to
hedge anticipated sales of wholesale electric power.
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MidAmerican Energy and its customers are exposed to the effect of variations in weather conditions on
sales and purchases, respectively, of electricity and natural gas. For the 2001-2002 heating scason, Mid American
Energy entered into several degree day swaps to offset a portion of the financial impact of those variations on
MidAmerican Energy and its customers.

MidAmerican Energy had the following financial derivative instruments for its natural gas and electric

operations as of December 31:

Derivative instruments used for other than trading purposes-

2001 __2000

Natural Gas Futures Contracts - NYMEX:
Net Contract Volumes - Long (Short) {600,000) MMBtu 1,460,000 MMB
Unrealized (Gain, in thousands $40 $7.554
Weighted Average Settlement Price $(6.77) $9.42

Natural Gas Swap Contracts:
Contract Volumes - Pay Fixed 7,853,052 MMBtu 13,496,239 MMBw
Contract Volumes — Receive Fixed 900.000 MMBm 10,610,741 MMBtu
Unrealized Gain (Loss), in thousands $(7.643) $8,035
Weighted Average Pay Fixed Price $(0.97) $0.89
Weighted Average Receive Fixed Price $0.04 $(0.37)

Natural Gas Options:
Contract Volumes - Long 2,300,000 MMBtu 1,790,280 MMBtu
Unrealized Gain (Loss), in thousands $(1,212) $933

Degree Day Swap Contracts:
Contract Volumes 20,000 $/Degree day - $/Degree Day
Unrealized (Loss), in thousands $(3,486) $-

Electric Forward Contracts:
Contract Volumes - (Short) (728,800 MWh (139,200) MWh
Unrealized Gain (Loss), in thousands $6,313 $(4,731)

A $1.00 decrease in underlying natural gas prices would decrease unrealized gains on the futures contracts
held at December 31, 2001, by approximately $0.6 million and would increase unrealized losses on the above swap
contracts by approximately $7.0 million. A $5.00 increase in underlying electricity prices would decrease
unrealized pains on the forward contracts held at December 31, 2001, by approximately $3.6 million. The
weighted average maturity for all derivative instruments used for hedging purposes is under one year.

Unrealized gains and losses on cash flow hedges of future transactions are recorded in other
comprehensive income. Only hedges that are highly effective in offsetting the risk of variability in future cash
flows are accounted for in this manner. Future transactions include purchases of gas for resale to regulated and
nonregulated customers, purchases of gas for storage, and purchases and sales of wholesale electric energy. When
the associated hedged future transaction occurs or if a hedging relationship is no longer appropriate, the unrealized
gains and losses are reversed from other comprehensive income and recognized in net income. Realized gains on
cash flow hedges are recorded in Cost of Gas Sold, Regulated Cost of Fuel, Energy and Capacity or Nonregulated
Operating Revenues, depending upon the nature of the physical transaction being hedged.
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For 2001, a net loss of $408,000 and a net gain of $36,000, representing the ineffectiveness of cash flow
hedges, are reflected in Cost of Gas Sold and Regulated Cost of Fuel, Energy and Capacity, respectively. During
the twelve months beginning Janoary 1, 2002, it is anticipated that $3.4 million of the $3.5 million after-tax, net
unrealized gains on cash flow hedges presently recorded as accumulated other comprehensive income will be
realized and recorded in earnings. MidAmerican Energy has hedged a portion of its exposure to the variability of
cash flows for future transactions through December 2003.

Unrealized gains and losses on fair value hedges are recognized in income as either Nonregulated
Operating Revenues or Cost of Gas Sold depending upon the nature of the item being hedged. Purchase and sales
commitments hedged by fair value hedges are recorded at fair value, with the changes in valuds also recognized in
income and substantially offsetting the impact of the hedges on earnings. For 2001, a net pre-tax gain of $18,000,
representing the ineffectiveness of fair value hedges, is included in Nonregulated Operating Revenues.

Derivative_ instruments used for trading purposes -

2001 2000
Natural Gas Futures Contracts - NYMEX:
Net Contract Volumes — Long (Short) 120,000 MMBiu (20,000) MMBtu
Unrealized (Loss), in thousands (224 $(79)
Weighted Average Settlement Price $1.69 $(15.92)
Natural Gas Swap Contracts:
Contract Volumes - Pay Fixed 17,519,581 MMBtu 1,000,000 MMBtu
Contract Volumes — Receive Fixed 17.850,372 MMBiu 1,010,000 MMBt
Unrealized Gain (Loss), in thousands $2,045 $(261)
Weighted Average Pay Fixed Price $(0.99) $0.92
Weighted Average Receive Fixed Price $1.09 $(1.17)

A change in underlying natural gas prices would not materially affect unrealized losses on the above future
and swap contracts. ‘

Interest Rate Risk -

At December 31, 2001, MidAmerican Energy had fixed-rate long-term debt and mandatorily redecmable
preferred securities and preferred securities of subsidiary trust totaling $826 million with a fair valie of $850
million. These instruments are fixed-rate and therefore do not expose MidAmerican Energy to the risk of eamings
loss due to changes in market interest rates. However, the fair value of these instruments woulbd decrease by
approximately $24 million if interest rates were to increase by 10% from their levels at December 31, 2001, In
general, such a decrease in fair value would impact earnings and cash flows only if Mid Ameri¢an Energy were to
reacquire all or a portion of these instruments prior to their maturity.

At December 31, 2001, MidAmerican Energy had long-term floating rate obligations totaling $120 million
and short-term floating rate obligations totaling $89 million which expose MidAmerican Energy to risk of
increased interest expense in the event of increases in short-term interest rates. This market risk is not hedged.

The carrying value of the leng-term and short-term floating rate obligations at December 31, 2001, approximated
fair value. If the floating interest rates were to increase by 10% from December 31, 2001, levels, MidAmerican
Energy’s interest expense for the floating rate obligations would increase by approximately $0.4 million annually
based on December 31, 2001, principal balances.
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MidAmerican Energy has entered into a two-year, $162 million fixed-to-floating intenest rate swap
agreement in conjunction with its $162 million, 7.375% series of medium-term notes due August 1, 2002. The
floating rate of the swap is based on a three-month LIBOR rate. As of December 31, 2001, the fair value of this
swap was $9.1 million.

(2) LONG-TERM DEBT:

MidAmerican Energy’s sinking fund requirements and maturities of long-term debt for 2002 through 2006
are $164 million, $106 million, $56 million, $91 million and $160 million, respectively.

MidAmerican Energy’s Variable Rate Pollution Control Revenue Obligations bear interest at rates that are
periodically established through remarketing of the bonds in the short-term tax-exempt market. MidAmerican
Energy, at its option, may change the mode of interest calculation for these bonds by selecting from among several
alternative floating or fixed rate modes. The interest rates shown in the Consolidated Statements of Capitalization
are the weighted average interest rates as of December 31, 2001 and 2000. MidAmerican Energy maintains
revolving credit facility agreements or renewable lines of credit to provide liquidity for holders of these issues.

Substantially all of the former Iowa-Illinois Gas and Electric Company, a predecessor company, utility
property and franchises and substantiaily all of the former Midwest Power Systems Inc., a predecessor company,
electric utility property in Iowa, or approximately 79% of gross utility property, is pledged to secure mortgage
bonds.

(3) JOINTLY OWNED UTILITY PLANT:

Under joint plant ownership agreements with other utilities, MidAmerican Energy had undivided interests
at December 31, 2001, in jointly owned generating plants as shown in the table below.

The dollar amounts below represent Mid American Energy’s share in each jointly owned unit. Each
participant has provided financing for its share of each unit. Operating Expenses on the Consolidated Statements
of Income include MidAmerican Energy’s share of the expenses of these units (dollars in millions).

Nuclear Coal fired
Council
Quad Cities Neal Bluffs Neal Ottumwa Louisa
Units Unit Unit Unit Unit Unit
No.l&2  No.3 No.3 No.4 _No.} _Nol
In service date..........c.ou.... 1972 1975 1978 1979 1981 1983
Utility plant in service ....... $227 $143 $295 5175 $210 $539
Accumulated depreciation . $103 $ 95 $199 §112 $127 - $303
Unit capacity-MW (100%) 1,541 515 675 644 715 - 100
Percent ownership ............. 25.0% T720% 79.1% 40.6% 52.0% 88.0%
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(4) COMMITMENTS AND CONTINGENCIES:
(a) Capital Expenditures:

MidAmerican Energy’s construction expenditures for 2002 are estimated to be $332 million, including
$116 million for the recently announced Greater Des Moines Energy Center, a 540-megawatt natural gas-fired
combined cycle unit.

{(b) Manufactured Gas Plant Facilities:

The United States Environmental Protection Agency and the state environmental agencies have determined
that contaminated wastes remaining at decommissioned manufactured gas plant facilities may posc a threat to the
public health or the environment if such contaminants are in sufficient quantities and at such concentrations as to
warrant remedial action.

MidAmerican Energy has evaluated or is evaluating 27 properties that were, at one time, sites of gas
manufacturing plants in which it may be a potentially responsible party. The purpose of these evaluations is to
determine whether waste materials are present, whether the materials constitute an environmental or health risk,
and whether MidAmerican Energy has any responsibility for remedial action. MidAmerican Energy is currently
conducting field investigations at eighteen sites and has conducted interim removal actions at six of the eighteen
sites. [n addition, MidAmerican Energy has completed investigations and removals at four sites. Mid American
Energy is continuing to evaluate several of the sites to determine the future liability, if any, for conducting site
investigations or other site activity.

MidAmerican Energy estimates the range of possible costs for investigation, remediation and monitoring
for the sites discussed above to be $22 million to $68 million. MidAmerican Energy's estimate of the probable cost
for these sites as of December 31, 200§ was $22 million. The estimate consists of $2 million for investigation
costs, $7 million for remediation costs, $11 million for ground water treatment and monitoring costs and $2 million
for closure and administrative costs. This estimate has been recorded as a liability and a regulatory asset for future
recovery. MidAmerican Energy projects that these amounts will be paid or incurred over the next 10 years.

The estimate of probable remediation costs is established on a site-specific basis. The costs are
accumulated in a three-step process. First, a determination is made as to whether Mid American Energy has
potential legal liability for the site and whether information exists to indicate that contaminated wastes remain at
the site. If so, the costs of performing a preliminary investigation and the costs of removing known contaminated
soil are accrued. As the investigation is performed and if it is determined remedial action is required, the best
estimate of remedial costs is accrued. If necessary, the estimate is revised when a consent order is issued. The
estimated recorded liabilities for these properties include incremental direct costs of the remediation effort, costs
for future monitoring at sites and costs of compensation to employees for time expected to be spent directly on the
remediation effort. The estimated recorded liabilities for these properties are based upon preliminary data. Thus,
actual costs could vary significantly from the estimates. The estimate could change materially based on facts and
circumstances derived from site investigations, changes in required remedial action and changes in technology
relating to remedial alternatives. Insurance recoveries have been received for some of the sites under investigation.

Those recoveries are intended to be used principally for accelerated remediation, as specified by the Iowa Utilities
Board, and are recorded as a regulatory liability.

The Hlinois Commerce Commission has approved the use of a tariff rider that permits recovery of the

actual costs of litigation, investigation and remediation relating to former manufactured gas plant sites.
MidAmerican Energy's present rates in Iowa provide for a fixed annual recovery of manufactured gas plant costs.
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MidAmerican Energy intends to pursue recovery of the remediation costs from other potentially responsible parties
and its insurance carriers.

Although the timing of potential incurred costs and recovery of such costs in rates may affect the results of
operations in individual periods, management believes that the outcome of these issues will not have a material
adverse effect on MidAmerican Energy's financial position or results of operations.

(c) Air Quality:

Essentially all of MidAmerican Energy’s generating units are subject to the Clean Air Acts Amendments
of 1990. Currently, MidAmerican Energy’s generating units meet all requirements under Title IV of the Clean Air
Act Amendments of 1990, which sets forth requirements for the emission of sulfur dioxide and nitrogen oxides at
electric utility generating stations.

In Tuly 1997, the Environmental Protection Agency adopted revisions to the National Ambieat Air Quality
Standards for ozone and a new standard for fine particulate matter. Based on data to be obtained from monitors
located throughout each state, the Environmental Protection Agency will determine which states have areas that do
not meet the air quality standards (i.e., areas that are classified as nonattainment). The standards were subjected to
legal proceedings, and in February 2001, the United States Supreme Court upheld the constitationality of the
standards, though remanding the issue of implementation of the ozone standard to the Environmental Protection
Apgency. The Environmental Protection Agency is moving forward with analyzing existing monitored data and
determining attainment status.

The impact of the new standards on MidAmerican Energy is currently unknown. MidAmerican Energy's
fossil fuel generating stations may be subject to emission reductions if the stations are located in nonattainment
areas. As part of an overall state plan to achieve attainment of the standards, Mid American Energy could be
required to install control equipment on its fossil fuel generating stations or decrease the number of hours during
which these stations operate. The degree to which Mid American Energy may be required to install control
equipment or decrease operating hours under a nonattainment scenario will be determined by the state's assessment
of MidAmerican Energy's relative contribution, along with other emission sources, to the nonaftainment status. The
installation of control equipment would result in increased costs to MidAmerican Energy. A decrease in the
number of hours during which the affected stations operate would increase operating costs and decrease wholesale
electric revenues of MidAmerican Energy.

(d) Long-Term Power Purchase Contract:

Payments to the Nebraska Public Power District cover one-half of the fixed and operating costs of Cooper
(excluding depreciation but including debt service) and MidAmerican Energy's share of nuclear fuel cost
(including DOE disposal fees) based on energy delivered. The debt service portion is approximately $1.5 million
per month for 2002 and is not contingent upon the plant being in service. In addition, prior to December 2000,
MidAmerican Energy contributed toward payment of one-half of Cooper’s projected decommissioning costs based
on an assumed September 2004 shutdown of Cooper.

The debt amortization and Department of Energy enrichment plant decontamination and decommissioning
component of MidAmerican Energy's payments to the Nebraska Public Power District were $16.6 million, $15.8
million and $15.1 million and the net interest component, which is included in Other Operating Expenses in the
Consolidated Statements of Income, was $1.5 million, $1.6 million and $2.5 million each for the years 2001, 2000
and 1999, respectively.
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MidAmerican Energy's payments for the debt principal portion of the power purchase contract obligation
and the Department of Energy enrichment plant decontamination and decommissioning payments are $17.4
million, $8.5 million and zero for 2002 through 2004, respectively.

(e) Nuclear Decommissioning Costs:

Expected decommissioning costs for Quad Cities Station and Cooper have been developed based on site-
specific decommissioning studies that include decontamination, dismantling, site restoration, dry fuel storage cost
and assumed shutdown dates. In lllinois, Cooper nuclear decommissioning costs are recovered through a rate rider
on customer billings that permits annual adjustments. Quad Cities Station and Cooper decommissioning costs arc
reflected as base rates in Iowa tariffs.

Mid American Energy's share of expected decommissioning costs for Quad Cities Station, in 2001 dollars,
is $278 million. MidAmerican Energy has established external trusts for the investment of funds for :
decommissioning the Quad Cities Station. The total accrued balance as of December 31, 2001, was $158.3 million
and is included in Other Liabilities - Quad Cities Station Decommissioning, and a like amount is reflected in
Investments and Nonregulated Property, Net and represents the fair value of the assets held in the trusts.

MidAmerican Energy's depreciation expense included costs for Quad Cities Station nuclear
decommissioning of $8.3 million, $8.3 million, and $10.4 million for 2001, 2000 and 1999, respectively. The
provision charged to depreciation expense is equal to the funding that is being collected in rates. The
decommissioning funding component of MidAmerican Energy's Illinois and Iowa tariffs assumes decommissioning
costs, related to the Quad Cities Station, will escalate at an annual rate of 4.5% and the assumied annual return on
funds in the trust is 6.9%. Realized income (loss), net of investment fees, on the assets in the:trust fund was $(0.6)
million, $1.9 million and $1.9 million for 2001, 2000 and 1999, respectively.

MidAmerican Energy’s coniributions toward payment of Cooper’s projected decommissioning costs have
been based on the Nebraska Public Power District decommissioning funding plan for Cooper. Total expected
decommissioning costs for Cooper, in 2001 dollars, are $577 million. For purposes of developing a
decommissioning funding plan for Cooper, the Nebraska Public Power District assumes that decommissioning
costs will escalate at an annual rate of 4.0%. Although Cooper's operating license expires in 2014, the funding plan
assumes decommissioning will start in 2004, the anticipated plant shutdown date. :

As of December 31, 2001, funds set aside in the internal and external accounts for Cooper
decommissioning that are maintained by the Nebraska Public Power District totaled $291.3 million. In addition,
the funding plan for Cooper also assumes various funds and reserves currently held to satisfy the Nebraska Public
Power District bond resolution requirements will be available for plant decommissioning, which is to begin with
the assumed plant shutdown in September 2004. The funding schedule assumes a long-term retum on funds in the
trust of 6.75% annually. Certain funds will be required to be invested on a short-term basis when decommissioning
begins and are assumed to eam at a rate of 4.0% annually. Eamings from the internal account and extemnal trust
fund, which are recognized by the Nebraska Public Power District as the owner of the plant, are tax exempt and
serve to reduce future funding requirements.

Beginning in December 2000, MidAmerican Energy ceased contributing to the accounts maintained by the
Nebraska Public Power District and began contributing funds to a separate MidAmerican Energy bank account
based on the Nebraska Public Power District decommissioning funding plan for Cooper. A liability equal to the
amount of funds contributed, plus the eamings on those funds, is reflected in Other Liabilities on the Consolidated
Balance Sheets. MidAmerican Energy records expense equal to the funds contributed to the separate account, plus
investment manager fees paid to the Nebraska Public Power District for funds in the accounts they maintain.
MidAmerican Energy’s expense for Cooper decommissioning was $11.6 million, $11.5 million and $11.3 million
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for the years 2001, 2000 and 1999, respectively, and is included in Other Operating Expenses in the Consolidated
Statements of Income.

MidAmerican Energy is currently involved in litigation with Nebraska Public Power District in part related
to the determination of MidAmerican Energy’s obligation, if any, for costs of decommissioning Cooper. Refer to
Note (4)Yg) for a discussion of the proceedings.

(f) Nuclear Insurance:

MidAmerican Energy maintains financial protection against catastrophic loss associated with its interest in
Quad Cities Station and Cooper through a combination of insurance purchased by the Nebraska Public Power
District (the owner and operator of Cooper) and Exelon Generation Company, LLC (the operator and joint owner
of Quad Cities Station), insurance pnrchased directly by MidAmerican Energy, and the mandatory industry-wide
loss funding mechanism afforded under the Price-Anderson Amendments Act of 1988. The general types of
coverage are: nuclear liability, property coverage and nuclear worker liability.

‘The Nebraska Public Power District and Exelon Generation each purchase nuclear liability insurance for
Cooper and Quad Cities Station, respectively, in the maximum available amount of $200 million. In accordance
with the Price-Anderson Amendments Act of 1988, excess liability protection above that amount is provided by a
mandatory industry-wide program under which the licensees of nuclear generating facilities could be assessed for
liability incurred due to a serious nuclear incident at any commercial nuclear reactor in the United States.
Currently, MidAmerican Energy's aggregate maximum potential share of an assessment for Cooper and Quad
Cities Station combined is $88.1 million per incident, payable in installments not to exceed $10 million annually.

The property coverage provides for property damage, stabilization and decontamination of the facility,
disposal of the decontaminated material and premature decommissioning. For Quad Cities Station, Exelon
Generation purchases primary and excess property insurance protection for the combined interests in Quad Cities
Station, with coverage limits totaling $2.1 billion. For Cooper, MidAmerican Energy and the Nebraska Public
Power District separately purchase primary and excess property insurance protection for their respective
abligations, with coverage limits of $1.375 billion each. This structure provides that both MidAmerican Energy
and the Nebraska Public Power District are covered for their respective 50% obligation in the event of a loss
totaling up to $2.75 billion. MidAmerican Energy also directly purchases extra expense/business interruption
coverage for its share of replacement power and/or other extra expenses in the event of a covered accidental outage
at Cooper or Quad Cities Station. The coverages purchased directly by Mid American Energy, and the property
coverages purchased by Exelon Generation, which includes the interests of MidAmerican Energy, are underwritten
by an industry mutual insurance company and contain provisions for retrospective premium assessments should
two or more full policy-limit losses occur in one policy year. Currently, the maximum retrospective amounts that
could be assessed against MidAmerican Energy from industry mutual policies for its obligations associated with
Cooper and Quad Cities Station combined, total $20.5 million.

The master nuclear worker liability coverage, which is purchased by the Nebraska Public Power District
and Exelon Generation for Cooper and Quad Cities Station, respectively, is an industry-wide guaranteed-cost
policy with an aggregate limit of $200 million for the nuclear industry as a whole, which is in effect to cover tort
claims in nuclear-related industries.

(g) Cooper Litigation:

On Tuly 23, 1997, the Nebraska Public Power District filed a complaint, in the United States District Court
for the District of Nebraska, naming MidAmerican Energy as the defendant and seeking declaratory judgment as to
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three issues under the parties’ long-term power purchase agreesment for Cooper capacity and eniergy. More
specifically, the Nebraska Public Power District sought a declaratory judgment in the following respects:

(N that Mid American Energy is obligated to pay 50% of all costs and expenses associated with
decommissioning Cooper, and that in the event the Nebraska Public Power District continues
to operate Cooper after expiration of the power purchase agreement (September 2004),
Mid American Energy is not entitled to reimbursement of any decommissioning funds it has
paid to date or will pay in the future;

(2) that the current method of allocating transition costs as a part of the decomunissioning cost is
proper under the power purchase agreement; and

(3) that the current method of investing decommissioning funds is proper under the power
purchase agreement.

MidAmerican Energy filed its answer and counterclaims. The counterclaims filed by MidAmerican
Energy are generally as follows:

( that MidAmerican Energy has no duty under the power purchase agreement to reimburse or pay
50% of the decommissioning costs unless conditions to reimbursement occur;

(2} that the term “monthly power costs™ as defined in the power purchase agreement does not
include costs and expenses associated with decommissioning the plant;

(3) that the Nebraska Public Power District violated MidAmerican Energy’s directions for
application of payments;

4) that transition costs are not incleded in any decommissioning costs and are not any kind of
costs that MidAmerican Energy is obligated to pay;

(5 that the Nebraska Public Power District has the duty to repay all amounss that MidAmerican
Energy has prefunded for decommissioning in the event the Nebraska Public Power District
operates the plant after the term of the power purchase agreement,

(6) that the Nebraska Public Power District is equitably estopped from continuing to operate the
plane after the term of the power purchase agreement so long as the Nebraska Public Power
District does not repay all amounts Mid American Energy has prefunded for estimated
decommissioning costs together with other amounts in certain funds and accounts and for so
long as the Nebraska Public Power District fails to provide MidAmerican Bnergy with certain
requested accountings and information;

7 that certain funds, accounts, and reserves are excessive and are required to be paid to
MidAmerican Energy or credited to MidAmerican Energy’s pre-2004 monthly power costs;

8) that Mid American Energy has no duty to pay for nuclear fuel, operations aﬁd maintenance
projects or capital improvements that have useful lives after the term of the power purchase
agreement;

(9 that the Nebraska Public Power District has mismanaged the plant in numerous described

transactions resulting in damage to MidAmerican Energy;
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(10 that the Nebraska Public Power District has breached its contractual and other duties to
MidAmerican Energy by not joining certain litigation and by failing to credit or agree to credit
MidAmerican Energy with any recovery for low-level radioactive waste; and

a1 that the Nebraska Public Power District has breached its duty to MidAmerican Energy in
making investments of decommissioning funds;

On October 6, 1999, the court rendered summary judgment for the Nebraska Public Power District on the
above-mentioned issue concerning liability for decommissioning {issue one in the first paragraph above) and the
related counterclaims filed by MidAmerican Energy (issues one and two in the second paragraph above). The
court referred all remaining issues in the case to mediation, and cancelled the November 1999 trial date. ‘

MidAmerican Energy appealed the court’s summary judgment ruling. On December 12, 2000, the United
States Court of Appeals for the Eighth Circuit reversed the ruling of the district court and granted summary
judgment in favor of MidAmerican Energy on issues one and two in the second paragraph above, as well as issue
one in the first paragraph above. Additionally, it remanded the case for trial on all other claims and counterclaims.

Since the remand to the District Court from the Eighth Circuit Court of Appeals, the Nebraska Public
Power District has been granted permission, over MidAmerican Energy’s objections, to file a second amended
complaint. The second amended complaint asserts that even though the Eighth Circuit Court of Appeals held that
MidAmerican Energy has no liability under the power purchase agreement to reimburse or pay the Nebraska Pubhic
Power District a 50% share of decommissioning costs unless certain conditions occur, MidAmerican Energy has
unconditional liability for a 50% share based on agreements other than the power purchase agreement as originally
written. The Nebraska Public Power District's post-remand contentions — all strongly disputed by MEC — are that
MidAmerican Energy has unconditional liability for a 50% share of decommissioning based on any of the
following altemative theories: (i) the parties without written amendment either modified the power purchase
agreement or made a separate agreement that imposes unconditional liability on MidAmerican Energy for
decommissioning costs; (ii) absent unconditional liability for a 50% share of decommissioning costs, MidAmerican
Energy would be unjustly enriched; (iii) MidAmerican Energy has unconditional liability for a 50% share of
decommissioning costs based on promissory estoppel; or (iv) the Nebraska Public Power District is entitled to have
the power purchase agreement reformed to provide that MidAmerican Energy has unconditional liability for a S0%
share of decommissioning costs. In response to the Nebraska Public Power District’s second amended complaint,
MidAmerican Energy filed its first amended answer and third amended counterclaims containing denials, several
affirmative defenses, and the counterclaims summarized above. In the course of discovery, the Nebraska Public
Power District has contended that MidAmerican Energy has some responsibility for some costs of storage of spent
fuel resulting from the operation of the plant during the term of the power purchase agreement. MidAmerican
Energy disputes this. MidAmerican Energy recently filed a mandamus petition with Eighth Circuit Court of
Appeals seeking an order of that court directing the District Court not to permit the Nebraska Public Power District
to pursue the above alternative theories at trial, since the above altemative theories appear to be contrary to the
December 12, 2000 Eighth Circuit Court of Appeals decision. If such relief is not granted, MidAmerican Energy
will strongly dispute at trial these contentions and theories put forth by the Nebraska Public Power District. Trial
in these matters has been recently rescheduled to September 9, 2002.
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(h) Fuel, Energy and Operating Lease Commitments:

MidAmerican Energy has supply and related transportation contracts for its fossil fueled generating
stations. The contracts, with expiration dates ranging from 2002 to 2007, require minimum payments of $80.3
million, $70.6 million, $36.2 million, $34.0 million and $2.6 million for the years 2002 through 2006, respectively,
and $2.6 million for the total of the years thereafter. MidAmerican Energy expects to supplement these coal
contracts with additional contracts and spot market purchases to fulfill its fumre fossil fuel needs.

MidAmerican Energy has a contract with Cordova Energy Company LLC, a subsidiary of MidAmerican
Energy Holdings, to purchase electric capacity and energy from a gas-fired combined cycle generation plant. The
minimum payments under the contract, which terminates in May 2004, are $18.3 million, $24.1 million and $9.4
million for 2002, 2003 and 2004, respectively. The minimum payments are based on MidAmerican Energy’s 50%
of the projected monthly net capacity ratings of the plant.

MidAmerican Energy also has contracts with non-affiliated companies to purchase electric capacity. The
contracts, with expiration dates ranging from 2002 to 201 1, require minimum payments of $27.0 million, $30.5
million, $15.3 miilion, $2.9 million and $2.2 million for the years 2002 through 2006, respectively, and $11.0
million for the total of the years thereafter.

MidAmerican Energy has various natural gas supply and transportation contracts for its gas operations.
The minimum commitments under these contracts are $56.6 million, $41.3 million, $13.4 million, $13.2 million
and $13.0 million for the years 2002 through 2006, respectively, and $26.7 million for the total of the years
thereafter.

MidAmerican Energy has non-cancelable operating leases primarily for office space and rail cars. The
minimum payments under these leases are $5.5 million, $3.8 million, $1.9 million, $0.9 million and $0.3 million
for the years 2002 through 2006, respectively, and $0.5 million for the total of the years thereafter.

(i) Other Commitments and Contingencies:

MidAmerican Energy is involved in a number of other legal proceedings and claims. While management
1s unable to predict the ultimate outcome of these matters, it is not expected that their resolution will have a
material adverse effect on the results of operations and financial condition.

(5) RETIREMENT PLANS:

MidAmerican Energy has primarily noncontributory cash balance defined benefit pension plans covering
substantially all employees of MidAmerican Energy Holdings and its domestic subsidiaries. Benefit obligations
under the plans are based on participants' compensation, years of service and age at retirement. Funding is based
upon the actuarially determined costs of the plans and the requirements of the Internal Revenue Code and the
Employee Retirement Income Security Act. MidAmerican Energy has been allowed to recover. pension costs
related to its employees in rates. MidAmerican Energy also maintains noncontributory, nonqualified supplemental
executive retirement plans for active and retired participants.

MidAmerican Energy currently provides certain postretirement health care and life insurance benefits for
retired employees of MidAmerican Energy Holdings and its domestic substdiaries. Under the plans, substantially
all of MidAmerican Energy’s employees may become eligible for these benefits if they reach retirement age while
working for MidAmerican Energy. However, MidAmerican Energy retains the right to change these benefits
anytime at its discretion. MidAmerican Energy expenses postretirement benefit costs on an acorual basis and
includes provisions for such costs in rates. '

-133-



Net pericdic pension, supplemental retirement and postretirement benefit costs included the following
components for MidAmerican Energy and the aforementioned affiliates for the years ended December 31 (in
thousands).

Pension Cost Postretirement Cost
2001 2000 1999 2001 2000 1999
SEIVICE COSLveeranrniiirnirerecree e seansinares $18.114 516,256 $12,192 34,357 $2.609 $3,006
INLETESE COSL.erriinrnmriiirinrererineesessssnrenisessares 33,027 35,387 31.557 10418 8.354 7.947
Expected return on plan assets................. (36,326) (48,132) (46,265) (4,032) (4,931) (4,380)
Amortization of net transition obligation. (2,591) (2,591) (2,591) 4,110 4,110 4,110
Amortization of prior service cost ........... 2,729 2,885 1,428 425 425 216
Amortization of prior year (gain) loss...... {(3.894) (44,1199 (2,703 332 (873) (181)
Curtailment 1088 ..c....oovvvevviciesniiereeeene - - 5.283 - - -
Net periodic (benefit) cost.................. $11059 S _(314) 31,099 $15610 $9.604

In 2001, MidAmerican Energy was allocated $5.8 million of pension cost and $14.6 million of
postretirement cost.

The pension plan assets are in external trusts and are comprised of corporate eguity securities, United
States government debt, corporate bonds, and insurance contracts. The postretirement benefit plans assets are in
external trusts and are comprised primarily of corporate equity securities, corporate bonds, money market
mvestment accounts and municipal bonds.

Although the suppiemental executive retirement plan had no assets as of December 31, 2001,
MidAmerican Energy has Rabbi trusts which hold corporate-owned life insurance and other investments to provide
funding for the future cash requirements. Because this plan is nonqualified, the fair value of these assets is not
included in the following table. The fair value of the Rabbi trust investments was $50.4 million and $44.7 million
at December 31, 2001 and 2000, respectively.

During 1999 certain participants in the supplemental executive retirement plan left MidAmerican Energy
reducing the future service of active employees by 28%. As a result, a curtailment loss of $5.3 million was
recognized in 1999. Additionally, termination benefits provided to the participants, totaling $3.5 million, were
expensed in 1999.

The projected benefit obligation and accumulated benefit obligation for the supplemental executive
retirement plans were $91.2 million and $88,2 million, respectively, as of December 31, 2001, and $82.7 million
and $77.5 million, respectively, as of December 31, 2000.
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The following table presents a reconciliation of the beginning and ending balances of the benefit
obligation, fair value of plan assets and the funded status of the aforementioned plans to the net amounts
recognized in the Consolidated Balance Sheets as of December 31 (dollars in thousands):

Pension Benefits Postretirement Benefits
_ 2001 2000 2001 2000
Reconciliation of benefit obligation:
Benefit abligation at beginning of year ............ $472,349 $447.170 $131,822  $107,744
SEIVICE COSLuurriniiereeemerrrrerrieessernsres s s rassassebes 18,114 16,256 4,357 2.609
INLETESL COSL.ciriiiiiiiieerereecreeieerinvnarrrresseresssrneannnne 33,027 35,387 10,418 8,354
Participant contributions.........cco.veevieeerercrennenn - 74 3,059 2,395
Plan amendments. . .c.ocooveeeivvencveneveeeeereseseeesenens 652 (132) - -
Actuarial (Zain} 1085 «.c.ocoveeecivirertrcr e s ererenens 17,333 6,007 57,101 20,589
Benefits paid..........coiirermvenninsenneenessee e {23.267) (3241 (15,840) (9.869)
Benefit obligation at end of year....................... 518.208 472,349 194,917 131.822
Reconciliation of the fair value of plan assets:
Fair value of plan assets at beginning of year... 555,208 605,059 75,090 72,622
Employer contributions ..........cv.eeeveveenseisinnne.. 4,576 4,355 16,022 10,543
sz Participant contributions.........cccveeveevorienrennans - 74 3,059 2,395
Actual return on plan aSSets.......ocooeveververererenees (20,627) (21,867 {1,202) (601)
Benefits paid.....c.cocereecermerinenmmesnesssssssmssssnes (23.267) (32.413) (11.840) (9.869)
Fair value of plan assets at end of year............. 515,890 555,208 81,129 75,090
Funded status.........coocemmmmmircreccccenneesassneseas (2,318) 82,859 (113,788) (56,732)
Unrecognized net (gain) J055...c.cccvivvnramneeiessann. (52,244) (130,423) 63,328 1,326
Unrecognized prior SETVICE COSE ........cevevereriennn. 22,885 24,962 4,264 4,689

Unrecognized net transition obligation (asset) . (3.974) (8,566} 45,212 49,322
Net amount recognized in the -

Consolidated Balance Sheets.......cccoevneeeee. $(37.651) $(31.168) $ (93 § (1395

Amounts recognized in the Consolidated
Balance Sheets consist of:

Prepaid benefit Cost ..o covevrerecrrcereesinnessessesnenns $15,381 $16,773 $ 1,493 $1,493
Accrued benefit liability .......cccoveeveieecncrecnnnen, (88,210) (77,538) 2477 (2,888)
Intangible assets......ooeeeeveeeemicecree e aeteese 22,796 25,510 - -
Accumulated other comprehensive income....... 12,382 4,087 - -
Net amount tecogniZed . ....ccvnveseeresrrarmeessennne $(37.651) $(31,168) 3_[934) £(1.395)
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Pension and Postretirement

Assumptions
2001 2000 1999
Assumptions used were:
DiScount rate......c..ocovvivirieriieieiereeaesrerseseearaeas 6.50% 7.00% 7.75%
Rate of increase in compensation levels............ 5.00% 5.00% 5.00%
Weighted average expected long-term
rate of return on assets...........coeriviccerccee 7.00% 9.00% 9.00%

For purposes of calculating the postretirement benefit obligation, it is assumed health care costs for
covered individuals will increase by 11.25% in 2002 and that the rate of increase thereafter will decrease to an
ultimate rate of 5.25% by the year 2006.

If the assumed health care trend rates used to measure the expected cost of benefits covered by the plans.
were increased by 1.0%, the total service and interest cost for 2001 would increase by $3.0 million and the
postretirement benefit obligation at December 31, 2001, would increase by $30.6 million. If the assamed health
care trend rates were to decrease by 1.0%, the total service and interest cost for 2001 would decrease by $2.3
million and the postretirement benefit obligation at December 31, 2001, would decrease by $24.2 million.

MidAmerican Energy sponsors defined contribution pension plans (401(k) plans) covering substantially all
employees. MidAmerican Energy’s contributions vary depending on the plan but are based primarily on each
participant's level of contribution and cannot exceed the maximum allowable for tax purposes. Total contributions
were 57.2 million, $7.4 million and $6.2 million for 2001, 2000 and 1999, respectively.

(6) SHORT-TERM BORROWING:
Interim financing of working capital needs and the construction program may be obtained from the sale of

commercial paper or short-term borrowing from banks. Information regarding short-term debt follows (dollars in
thousands):

2001 2000
Balance at year-end  .........ooeceveeerne e ennns e seneeee $89.350 § 81.600
Weighted average interest rate on year-end balance...... 1.9% 6.6%
Average daily amount outstanding during the year ....... $25921  $109,213
Weighted average interest rate on average
daily amount outstanding during the year.................. 4.7% 6.2%

MidAmerican Energy has authority from the Federal Energy Regulatory Commission to issue shori-term
debt in the form of commercial paper and bank notes aggregating $500 million. MidAmerican Energy currently
has in place a $370.4 million revolving credit facility which supports its $250 million commercial paper program
and its variable rate pollution control revenue obligations. In addition, MidAmerican Energy has a $5 million line
of credit.

-136-



(7) RATE MATTERS:

In 1997, pursuant to a rate proceeding before the Iowa Utilities Board, MidAmerican Energy, the Office of
Consumer Advocate and other parties entered into a pricing plan setilement agreement establishing MidAmerican
Energy's lowa retail electric rates. That settlement agreement expired on December 31, 2000.

On March 14, 2001, the Office of the Consumer Advocate filed a petition with the Iowa Utilities Board to
reduce Iowa retail electric rates by approximately $77 million annually. On June 11, 2001, MidAmerican Energy
responded to that petition by filing a request with the Jowa Utilities Board to increase MidAmerican Energy’s lowa
retail electric rates by $51 million annually. On December 21, 2001, the Iowa Utilities Board approved a settlement
agreement that freezes the rates in effect on December 31, 2000, through December 31, 2005, and, with modifications,
reinstates the revenue sharing provisions of the 1997 pricing plan settlement agreement. Under the 2001 settlement
agreement, an amount equal to 50% of revenues associated with returns on equity between 12% and 14%, and 83.33%
of revenues associated with returns on equity above 14%, in each year will be recorded as a regulatory liability to be
used to offset a portion of the cost of future generating plant investments. An amount equal to the regulatory Hability
will be recorded as depreciation expense. As of December 31, 2001, MidAmerican Energy has recorded a $47.1
million regulatory liability that is reflected in Regulatory Liabilities on the Consolidated Balance Sheet.

Under an Tllinois restructuring law enacted in 1997, a sharing mechanism is in place for MidAmerican
Energy’s Tllinois regulated retail electric operations whereby earnings above a computed threshold wili be shared
equally between customers and shareholders. A two-year average return on common equity greater than a two-year
average benchmark will trigger an equal sharing of eamnings on the excess. MidAmerican Energy’s computed level
of return on common equity is based on a rolling two-year average of the 30-year Treasury Bond rates plus a
premium of 5.5% for 1998 and 1999 and a premium of 8.5% for 2000 through 2004. The two-year average above
which sharing must occur for 2001 was 14.34%. The law allows MidAmerican Energy to mitigate the sharing of
carnings above the threshold return on common equity through accelerated recovery of regulatory assets.

(8) CONCENTRATION OF CREDIT RISK:

MidAmerican Energy's regulated electric utility operations serve 586,000 customers in Iowa, 83,000
customers in western Illinois and 4,000 customers in southeastern South Dakota. MidAmerican Energy's regulated
gas utility operations serve 512,000 customers in Iowa, 65,000 customers in western Illinois, 70,000 customers in
southeastern South Dakota and 5,000 customers in northeastern Nebraska. The largest communities served by
MidAmerican Energy are the lowa and Hlinois Quad-Cities; Des Moines, Sioux City, Cedar Rapids, Waterloo,
Iowa City and Council Bluffs, Iowa; and Sioux Falls, South Dakota. MidAmerican Energy's utility operations
grant unsecured credit to customers, substantially all of whom are local businesses and residents. As of December
31, 2001, billed receivables from Mid American Energy's utility customers, net of receivables sold, totaled $4.5
million. As described in Note (15), billed receivables related to utility services have been sold to a wholly owned
unconsolidated subsidiary.

MidAmerican Energy also extends unsecured credit to utility service customers, other utilities and
marketers for nonregulated electric and gas transactions. Strict guidelines are established regarding the amount of
unsecured credit extended to individual customers. MidAmerican Energy’s credit exposure to any individoal did
not exceed 6% of the $47.9 million of related receivables outstanding at December 31, 2001.

(9) PREFERRED SHARES:
The $7.80 Series Preferred Shares have sinking fund requirements under which 66,600 shares will be

redeemed at $100 per share each May 1 through May 1, 2005. MidAmerican Energy has the option to redeem at
$100 per share an additional 66,600 shares through the sinking fund each May 1. Additionally, MidAmerican
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Energy may redeem all of the remaining shares at $103.90 per share prior to May 1, 2003, and $101.95 per share
thereafter, plus accrued dividends.

The 7.98% Series Preferred Shares were issued by a wholly owned statutory business trust of
MidAmerican Energy whose sole assets are $103.1 million of MidAmerican Energy 7.98% Series A Debentures
due 2045. The preferred shares are mandatorily redeemable. Refer to Note (14) for additional information.

During 2001, MidAmerican Energy redeemed all 100,000 shares of the $5.25 Series Preferred Shares at
$100 per share and 133,200 shares of the $7.80 Series Preferred Shares at $100 per share. A combined loss of
$0.2 million on the redemptions is reflected in Preferred Dividends on the Consolidated Statement of Income.

The total outstanding cumulative preferred securities of MidAmerican Energy not subject to mandatory
redemption requirements may be redeemed at the option of MidAmerican Energy at prices which, in the aggregate,
total $32.6 million. The aggregate total the holders of all preferred securities outstanding at December 31, 2001,
are entitled to upon involuntary bankruptcy is $158.4 million plus accrued dividends. Annual dividend
requirements for all preferred securities outstanding at December 31, 2001, total $11.4 million.

(10) SEGMENT INFORMATION:

MidAmerican Energy has identified four reportable operating segments based principally on management
structure. The generation segment derives most of its revenue from the sale of regulated wholesale electricity and
nonregulated wholesale and retail natural gas. The energy delivery segment derives its revenue principally from
the delivery of retail electricity and natural gas, while the transmission segment obtains most of its revenue from
the sale of transmission capacity. The marketing and sales segment receives its revenue principally from
nonregulated sales of natural gas and electricity. Common operating casts, interest income, interest expense,
income tax expense and equity in the net income or loss of investees are allocated to each segment.

MidAmerican Energy’s external revenues by product and services are displayed on the Consolidated
Statements of Income.
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The following tables provides information on an operating segment basis as of and for the years ended

December 31 (in thousands):

Segment Profit Information
Revenues:

External revenues -
GENETALION ..cevvecnireesireenieis s sessesssnessnsssansans
Energy delivery........covvimmisnniiien:
TraDSIISSION v cevreeeeeiteerseisesesrenressnrnsmesanen
Sales & marketing.....c.coccveieevereccininsecennanns
Total.....ccceemieeeenanaes

Intersegment revenues -
GENETALION ... e mrnemens
Energy delivery......concnecinnincnsssnienncnas
TIANSMISSION cueuiicrecrcereissmese et ararevenens

Intersegment eliminations........ereveeiessecineienns
Consolidated ........orviemenvninnninnninn s

Depreciation and amortization expense (a):
L€ 27113 1 40|
Energy delivery.... et seessimsncnn,
TranSmiSSION. . ....cccvviinoeeececemceecersenreemsssnsaresnnes

Interest and dividend income:
L5 1oL 5 L0 | S
Energy delilVery....occocieisirnisiesnsninesssssisnnes
TrANSIISSION. 1..vevereenviersransrememrmssssesssnssionssansennes

Fixed charges:
GENETALION ... cvvriivis i iseerrisnreessessmsssssiacssssese
Energy delivery....ccccoooicniviincciscne
TrANSIIESSION. ...c.eveveeerecrmeeeecemereserestrsseremensenes

Preferred dividends..........ocooveceevvecieces e
Consalidated ... v e
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2001  __2000 1999
$ 910,510 § 724,500 $ 354,568
1,664,462 1694942 1,479,193
22,852 17,276 10,662
133,249 95.641 15,851
2731073 2532359  _1,860.274
606,164 588,862 548,633
55,086 58,220 71,110
2.727 2.564 -
663,977 649,646 619,743
(663.977) _(649.646) _(619.743)
$2.731073 $2.332.359  §1.860.274
$ 133,681 § 87480 § 84,559 -
106496 101,295 92,572
8,900 8,663 13,861
2,022 - -
$ 251000 3 197438 3.190.292

$ 5450 $ 7935 $ 1,240 .

6,727 6,695 1,451

822 855 349

70 14 _

$ 31726 $ 31799 $ 34612
42,654 44,395 43,602
5,401 5,630 10,362
363 14 _ ]
80,144 81,838 88,576
(4.544) (4.955) (4.955)

$ 75600 §..76883 § B3.621



2001 2000 1999

Segment Profit Information (continued)
Income before income taxes:

GENETALON ..o rercseceeis s sseresarnanents $142,637 $120,993 $ 85,263
Energy delivery....ouoecinvomuminininiesssesmenn 84,334 124,680 115,833
TranSMISSION. ... ....covrvrvrvvrreeeseresanssraessnarasesmerses 39,514 32470 21,749
Sales & MArketing .......vveereermercrresnverscsorrcnas (5,799) (7.181) (12,066)
TOtAlereicecccne e ere st bassemrarreeseses 260,686 270,962 210,829
Preferred dividends....oocvcveevcccvccvesnisiscsennenas 4,544 4955 . 4.955
Consolidated ........cc.coocevvevereimsreeseeieieseens $265.230  $275917  $215.784
Segment Asset Information
Capital expenditures:
GENETAON +eocvveeoeeeeee e eeeereveeeo e e renaeraeneaneees $ 87,296 § 48,386 $ 54,700
Energy delivery......ccovvmoinircrneiisiniccnens 159,302 120,919 119,613
TTANSIIHSSION. 1o 1eiarvvsvirrnererareesersrarssssemrarsssrasrens 3,733 22,189 25,592
Sales & MArKENE ....cceeeeevicrnrmienenrereinvrnians 1,963 25,308 4,210
TOLA-....oeieerreerrar e rer e $252.294  $216.802 $204,115
Total Assets:
GEDETALON ...ooeeecnririseeressssrereesrersessersassnetassens $1,282,677 $1,333,253 81,347,855
Energy delivery. e mriesennne e ensssissnsessnens 2,107,598  2,226445 1,981,431
TraANSIMISSION. e vereeeeceecemnre e e e e et ese e s messneonens 226,251 247,641 358,647
Sales & marketing ........coeeeeeerernecenenereneins 51,164 113,347 26,815
TOAL et re s resns s resas s sr e arsarens 3,667,690 3,920,686 $3.714.748
Reclassifications and .
intersegment eliminations (b).......cveeveuenene (89.798) (07.120)
Consolidated ..........oereveereceereerersaesessrensesiaes $3.577.892 $3,823.566

{(2) Depreciation and amortization expense abave includes depreciation related to nonregulated operations,
which is included in Nonregulated Operating Expense — Other on the Consolidated Statements of Income.

(b) Reclassifications and intersegment eliminations relate principally to the reclassification of income tax
balances in accordance with generally accepted accounting principles and the elimination of intersegment
accounts receivables and payables.

(11) FAIR VALUE OF FINANCIAL INSTRUMENTS:
The following methods and assumptions were used to estimate the fair value of each class of financial
instruments. Tariffs for Mid American Energy’s utility services are established based on historical cost ratemaking.
Therefore, the impact of any realized gains or losses related to financial instruments applicable to MidAmerican

Energy’s utility operations is dependent on the treatment anthorized under future ratemaking proceedings.

Cash and cash equivalents — The carrying amount approximates fair value due to the short maturity of
these instruments.

Quad Cities Station nuclear decommissioning trust fund — Fair value is based on quoted market prices of
the investments held by the fund.
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Notes payable — Fair value is estimated to be the carrying amount due to the short maturity of these issues.

Preferred securities — Fair value of preferred securities with mandatory redemption provision is estimated
based on the quoted market prices for similar issues.

Long-term debt — Fair value of long-term debt is estimated based on the quoted market prices for the same
or similar issues or on the current rates available to MidAmerican Energy for debt of the same remaining
maturities.

(Gas futures contracts and swaps - Fair value of the futures contracts are based on quoted market prices and
generally have maturities of one year or less. The fair value of the swaps is estimated based on quotes from the
market makers of these instruments and represents the estimated amounts that would expect to be received or paid
to terrninate the agreements. See Note 1(i) for additional discussion of fair value.

The following table presents the carrying amount and estimated fair value of certain financial instruments
as of December 31 (in thousands);

2001 2000

Carrying Fair Carrying Fair
Amount Yalue Amount Value

Financial Instruments Issued by Mid American Energy:
MidAmerican Energy preferred securities; subject

to mandatory redemption............coeeeererenns $ 26,680 $ 27,747 $50,000 $50700
MidAmerican Energy-obligated preferred securities;

subject to mandatory redemption................ 100,000 09,640 100,000 98,752
Long-term debt, including current portion ...... 820,594 843,930 921,682 = 925,349

The amortized cost, gross unrealized gains and losses and estimated fair value of investments held in the
Quad Cities Station nuclear decommissioning trust fund at December 31 are as follows (in thousands):

2001
Amortized Unrealized Unrealized Fair
Cost Gains Losses _Value
Available-for-sale:
Equity Securities...........ciuuuireeees $ 50,241 $24,444 $(316) % 74,369
Municipal Bonds ..........ccceeeieenes 27,842 1,315 (92) 29,065
U.S. Government Securities ....... 26,725 1,910 (19) 28,616
Corporate Debt Secorities........... 18,394 808 (23) 19,179

Cash equivalents...............cceeee.

7.120 - - 1120
$130,322 328,477 5(450) §158.349
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2000
Amortized TUnrealized Unrealized Fair
Cost {Gains Losses Value

Available-for-sale:
Equity Securities........ooocvvirinenes $ 48,124 $30,714  $(1,942) $76,896

Municipal Bonds ..........cccoevennee 27,758 1,071 (175) 28,654
U.S. Government Securities ....... 26,284 1,163 - 21447
Corporate Securities ........vvrerares 14,709 48 (394) 14,363
Cash equivalents........................ 5,740 - - 5.740

$122615  $32.99% 3511 $153.100

At December 31, 2001, the debt securities, which include municipal bonds, U.S. Government securities
and corporate securities, held in the Quad Cities Station nuclear decommissioning trust fund had the following
maturities (in thousands):

Available for Sale
Amortized Fair

Cost Value
Within 1 year........ ferererrerneseearaeeine 52,981 $ 3,040
‘1 through 5 years ... co..ceeeeveerennen. 28,851 30,706
5through G years . . ......cooeoe..... 10,733 11,578
Over 10 years.......o.ocvecvveemrcninens 30,396 31,536

The proceeds and gross realized gains and losses on the disposition of investments held in the Quad Cities
Station nuclear decommissioning trust fund for the years ended December 31 are as follows (in thousands). For
the purpose of computing realized gains and losses, the cost of investments is determined by specific identification.

_2001 _ 2000 1999
Proceeds from sales ...........cocooven. $68,333 $34,279 $24,684
Gross realized gains................o.c.... 2,676 3,356 615
Gross realized 10S88s.....vveeeereeenene. (7.314) (4,515) (2,704)

{12} INCOME TAX EXPENSE:

Income tax expense from continuing operations includes the following for the years ended December 31
(in thousands): ‘

2001 2000 1999
Current
Federal......ooooevevreeeeein $111,674 $105,754  $95,967
SR vt 33,327 _ 32450 _29.553
145,001 138,204 125,520
Deferred
Federal.......oovmmmoeeren, (23,199) (18,174) (25,657
SHALE. . vereeiemeeeeeeeeeen (4.433) (4.021) _ (5746
(27.632) (22.195)  (3]1.403)
Investment tax credit, net ........... {4.917) {5.548) (5.664)
TOtal..eeceeerses e $112.452 $110461  £88453
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Included in Deferred Income Taxes in the Consolidated Balance Sheets as of December 31 are deferred tax
assets and deferred tax liabilities as follows (in thousands):

2001 2000
Deferred tax assets related to:
Investment taX CTEdits .. ....occceeiviinevsrenessersesssnnne $41275 5 44,846
PENSIONS. .cov e vrrtiesstnsieninersrermrasretesasasensessrsnerares 27.955 17,820
Nuclear reserves and decommissioning.............. 17,898 20,690
Revenue sharing ......ococovevrininirnienenressnresrosnes 24,769 3,742
Accrued HabilitIES. .. e v erecsner i esers et eisbneenee 2,413 5,422
OHET ... oo re e bt mceassnen s snesaassennen 10 4,025

114,320 96,545

Deferred tax liabilities related to:

Depreciable PrOPerty ........c.visisiecrieersersersesenine 412,773 421,431
Income taxes recoverable through future rates . 185,222 186,427
Energy efficiency.......ccocvececrccenerniecseniaens - 4,391
Reacquired debt......ccocviviecncnninirsimecsensesnonns : 7,544 10,256
FUel COSL TECOVETIES .cvvurerersvieirrmereremrasensrsssonans 20,272 14,598
L0 14T PSPPSR ORON 2487 -

628,298 637,153

Net deferred income tax Hability coeeereereenecceeernreres $513.978  $540.608

The following table is a reconciliation between the effective income tax rate indicated by the Consolidated
Statements of Income and the statutory federal income tax rate for the years ended December 31:

2001 200 1999
Effective federal and staie income tax rate............ 42% 40% " 41%
Amortization of investment tax credit .........ccceenen 2 2 3
State income tax, net of federal income
tax benefit......ccccoovvivaieece e e e )] {7) )]
11911 1= U, eecemreeerrmnreeererantes Resd) - {2)
Statutory federal InCOME 1AX TAE vvvcverceeenvnermreenres 5% 35% 5%

(13) INVENTORIES:

Inventories include the following amounts as of December 31 (in thousands):

2001 2000
Materials and supplies, at average cost.............. $24.886 $26,038
Coal 5tocks, al AVEIAge COSLuurirmrernrrrraesenseranses 27,855 21,076
Gas in storage, at LIFO COSt....coevnrvmnvunerrsnininannes 27,609 13413
Fuel ¢il, at average COost........ccvmsmieneercnisicacnes 1,892 2,506
OHhEr ...t et er et aares 1.097 1.097
TOAL .ot e s ae et mere e £83,339 $69,130

At December 31, 2001 prices, the current cost of gas in storage was $37.2 million.
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(14) MIDAMERICAN ENERGY-OBLIGATED MANDATORILY REDEEMABLE PREFERRED
SECURITIES OF MIDAMERICAN ENERGY FINANCING I:

In December 1996, MidAmerican Energy Financing I, a wholly owned statutory business trust of
MidAmerican Energy, issued 4,000,000 shares of 7.98% Series Mid American Energy-obligated Mandatorily
Redeemable Preferred Securities. The sole assets of Mid American Energy Financing are $103.1 million of
MidAmerican Energy 7.98% Series A Debentures due 2045. There is a full and unconditional guarantee by
MidAmerican Energy of the Mid American Energy Financing obligations under the Preferred Securities.
MidAmerican Energy has the right to defer payments of interest on the Debentures by extending the interest
payment period for up to 20 consecutive quarters. If interest payments on the Debentures are deferred,
distributions on the Preferred Securities will also be deferred. During any deferral, distributions will continue to
accrue with interest thereon, and MidAmerican Energy may not declare or pay any dividend or other distribution
on, or redeem or purchase, any of its capital stock.

If the Debentures, or a portion thereof, are redeemed, MidAmerican Energy Financing must redeem a like
amount of the Preferred Securities. If a termination of MidAmerican Energy Financing occurs, MidAmerican
Energy Financing will distribute to the holders of the Preferred Securities a like amount of the Debentures unless
such a distribution is determined not to be practicable. If such determination is made, the holders of the Preferred
Securities will be entitled to receive, out of the assets of the trust after satisfaction of its liabilities, a liquidation
amount of $25 for each Preferred Security held plus accrued and unpaid distributions.

(15) SALE OF ACCOUNTS RECEIVABLE:

In 1997 MidAmerican Energy entered into a revolving agreement, which expires in October 2002, to sell
all of its right, title and interest in the majority of its billed accounts receivable to MidAmerican Energy Funding
Corporation, a special purpose entity established to purchase accounts receivable from MidAmerican Energy.
MidAmerican Energy Funding Corporation in turn sells receivable interests to outside investors. In consideration
of the sale, MidAmerican Energy received cash and a subordinated note, bearing interest at 8%, from
MidAmerican Energy Funding Corporation. As of December 31, 2001, the revolving cash balance was $44
million, down $26 million from December 31, 2000, and the amount outstanding under the subordinated note was
$28.7 million. The agreement is structured as a true sale under which the creditors of MidAmerican Energy
Funding Corporation will be entitled to be satisfied out of the assets of MidAmerican Energy Punding Corporation
prior to any value being returned to MidAmerican Energy or its creditors. Therefore, the accounts receivable sold
are not reflected on the Consolidated Balance Sheets. At December 31, 2001, $71.5 million of accounts
receivable, net of reserves, was sold under the agreement.

(16) AFFILIATED COMPANY TRANSACTIONS:

The companies identified as affiliates are MidAmerican Energy Holdings and its subsidiaries. The basis for
these charges is provided for in service agreements between MidAmerican Energy and its affiliates.

MHC incurred charges which are of general benefit to all of its subsidiaries. These costs were for
administrative and general salaries and expenses, outside services, director fees, pension, deferred compensation,
and retirement costs, some of which originated at MidAmerican Energy. MHC reimbursed MidAmerican Energy
for charges originating at MidAmerican Energy in the amount of $0.4 million, $1.9 million, and $7.7 million for
2001, 2000 and 1999, respectively. MidAmerican Energy’s allocated share of these costs and those which
originated at MHC was $1.0 million, $(0.3) million, and $7.7 million for 2001, 2000 and 1999, respectively.
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MidAmerican Energy was also reimbursed for charges incurred on behalf of its affiliates. The majority of
these reimbursed expenses was for employee wages and benefits, insurance, building rent, computer costs,
administrative services, travel expense, and general and administrative expense; including treasury, legal,
shareholder relations and accounting functions. The amount of such expenses was $27.0 million, $25.8 million,
and $11.7 million for 2001, 2000 and 1999, respectively.

In 2001, MidAmerican Energy acquired a gas turbine equipment purchase contract from MidAmerican
Energy Holdings for $22.0 million. MidAmerican Energy purchased a corporaie jet from Mid American Energy
Holdings for $14.5 million in 1999. MidAmerican Energy also reimbursed MidAmerican Energy Holdings in the
amount of $8.8 million, $9.5 million and $5.0 millicn in 2001, 2000 and 1999, respectively, for its allocated share
of corporate expensgs.

MidAmerican Energy leases unit trains from an affiliate for the transportation of coal to MidAmerican
Energy’s generating stations. Unit train costs, including maintenance, were approximately $0.1 mitlion, $0.4
million and $1.0 million for 2001, 2000 and 1999, respectively. MidAmerican Energy purchased railcars from
MidAmerican Rail Inc. in the amount of $1.4 million in 1999,

MidAmerican Energy sold natural gas to AmGas, an affiliate, in the amount of $11.6 million, $32.0
million and $42.3 million for 2001, 2000 and 1999, respectively. In 2000 and 1999, MidAmerican Energy also
purchased natural gas from AmGas. MidAmerican Energy’s cost of gas related to these transactions was $1.3
million and $4.0 million for 2000 and 1999, respectively. :

MidAmerican Energy had accounts receivable from affiliates of $5.0 million and $3.7 million as of
December 31, 2001 and 2000, respectively, that are included in Receivables on the Consolidated Balance Sheets.
MidAmerican Energy also had accounts payable to affiliates of $1.9 million and $2.5 million as of December 31,
2001 and 2000, respectively, that are included in Accounts Payable on the Consolidated Balance Sheets.

MidAmerican Energy has an agreement with Cordova Energy Company LLC, a subsidiary of
MidAmerican Energy Holdings, to purchase electric capacity and energy from a gas-fired combined cycle
generation plant which started commercial operation in June 2001, The agreement, which terminates in May 2004,
provides for MidAmerican Energy to purchase up to 50% of the net capacity of the plant and to supply the fuel
stock required to generate the energy purchased. MidAmerican Energy’s payment for monthly capacity charges
totaled $18.1 million for 2001.
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(17) UNAUDITED QUARTERLY OPERATING RESULTS:

2001
1st Ouarter 2nd Quarter 31d Quarter 4th Quarter
(In thousands)
Operaling rEVeNUES.........cocemeerrcecrenrenrscnrsrsassseriesies $958,786  $639,061  $580,244  $552,982
Operating iNCOME .......ccecriencrinrernimisess e cmrecreens 114,576 76,614 113,340 29,044
Income from continning operations...........cceeee..... 55,789 32,636 56,564 7,789
Earnings on common stOCK......cvveerernnsenreneaiennes 54,550 31,368 55,588 6,728
2000
1st r 2nd Quatter 3rd Quarter 4th Quarter
(In thousands)
OPETAliNg rBVENUES ......ceceeereerrerimencmrmsrseecemerssenrens $556,593 $523,482 $612,306 $839978
Operating iNCOME .......ceoe e e seeennens 95,977 61,067 123,215 58,497
Income from continuing operations..............cccvueee. 44,799 23,875 64,431 32,351
Earnings on common StocK.........coevevrvviveesieinnenens 43,560 22,637 63,192 31,112

Quarterly data reflect seasonal variations common in the utility industry. The decrease in Earnings on Common
Stock for the fourth quarter of 2001 compared to the fourth quarter of 2000 is due primarily to significantly warmer

temperature conditions during the 2001 quarter.

(18) OTHER INFORMATION:

Non-Operating Income - Other, Net, as shown on the Consolidated Statements of Income includes the

following for the years ended December 31 (in thousands):

...........................................

Gain on sale of Tall Cars ... e
Corporate-owned life insurance income ...........occevrerennees
Merger investigation costs

...............................................
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2001 2000 1999
$(16,010)  $(10,212)  $(945T)
2,864 1,905 1515
1,387 - 5,357
5,258 9,299 251
(150) (297)  (1.491)
1,571 . .
(733) (2,150 126
$ 5813 $(1455 $3.609



INDEPENDENT AUDITORS’ REPORT

Board of Directors and Shareholder
MidAmerican Energy Company
Des Moines, lowa

We have audited the accompanying consolidated balance sheets and consolidated statements of
capitalization of MidAmerican Energy Company and subsidiaries (Company) as of December 31, 2001
and 2000, and the related consolidated statements of income, comprehensive income, retained earnings,
and cash flows for each of the three years in the period ended December 31, 2001. Our audits also
included the financial statement schedule listed in the Index at Item 14. These financial statements and
financial statement schedule are the responsibility of the Company’s management. Our responsibility is to
express an opinion on the financial statements and financial statement schedule based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstaterent. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of MidAmerican Energy Company and subsidiaries as of December 31, 2001 and 2000, and the
results of their operations and their cash flows for each of the three years in the period ended December 31,
2001, in conformity with accounting principles generally accepted in the United States of America. Also,
in our opinion, such financial statement schedule, when considered in relation to the basic consolidated

fimancial statements taken as a whole, presents fairly in all material respects the information set forth
therein.

Is/ Deloitte & Touche LLP

Des Moines, Iowa
January 17, 2002
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SCHEDULE II

MIDAMERICAN ENERGY COMPANY
CONSOLIDATED VALUATION AND QUALIFYING ACCOUNTS
FOR THE THREE YEARS ENDED DECEMBER 31, 2001

(In thousands)
Column A ColumnB ColunnC  ColumnD Column E
Balance at  Additions Balance
Beginning Charged at End
Description of Year tolncome Deductions _ of Year
Reserves Deducted From Assets
To Which They Apply:
Reserve for uncollectible accounts:
Yearended 2000 .. ooeeeieeeeereeneeens $ 102 $15.266 $(14.741) £ 627
Year ended 2000......ccrerrmrrnrsenreensensncaenns §__ - 58498 38390 § 102
Year ended 1999......ccmvvimeecennnnesssiens s 5 - 36581 $ 58D 3
Reserves Not Deducted From Assets (1):
Year ended 2001 ..o sessns §$8.146  $2766 33110 37,802
Year ended 2000 .oiiovmeeeeeeee e $8.051 $3316 §3.22D 38146
Year ended 1999........ovvoeerevecnrserseermeseserenns §4.688  $4.906 $(1.543)  $8051

(1) Reserves not deducted from assets include estimated liabilities for losses retained by Mid American Encrgy for
workers compensation, public liability and property damage claims.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report, as amended, to be signed on its behalf by the undersigned, thereunto duly
authorized.

MIDAMERICAN ENERGY COMPANY
Registrant

Date: March 26, 2002 By___/s/ Gregory E. Abel *
(Gregory E. Abel)
President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report, as amended, has been
signed below by the following persons on behalf of the registrant and in the capacities and on the date
indicated:

Signature Title Date
/s/ David L. Sokol * Chairman and Director March 26, 2002

(David L. Sokol)

fsf Grepory E. Abel * President, Chief Executive Officer  March 26, 2002

(Gregory E. Abel) and Director
/s/ Patrick J. Goodman * Senior Vice President, March 26, 2002
(Patrick J. Goodman) Chief Financial Officer and
Director
/s/ Douglas I.. Anderson * Senior Vice President March 26, 2002
(Douglas L. Anderson) and Direcior
*By: /s/ Paul I. Leighton Attorney-in-fact March 26, 2002

(Paul J. Leighton)

-149-



EXHIBIT INDEX

Exhibits Filed Herewith

10.17 Iowa Utilities Board Settlement Agreement, dated December 21, 2001

12

23

24

Computation of ratios of earnings to fixed charges and computation of ratios of earnings to fixed
charges plus preferred dividend requirements

Consent of Deloitte & Touche LLP

Power of Attorney

Exhibits Incorporated by Reference

31

32

4.1

4.2

43

44

4.5

4.6

Restated Articles of Incorporation of MidAmerican Energy Company, as amended Qctober 27,
1998. (Filed as Exhibit 3.3 to MidAmerican Energy ‘s Quarterly Report on Form 10-Q for the
period ended September 30, 1998, Commission File No. 1-11505.)

Restated Bylaws of MidAmerican Energy Company, as amended July 24, 1996. (Filed as Exhibit
3.1 to MidAmerican Energy’s Quarterly Report on Form 10-Q for the period ended June 30, 1996,
Commission File No. 1-11505.)

General Mortgage Indenture and Deed of Trust dated as of January 1, 1993, between Midwest
Power Systems Inc. and Morgan Guaranty Trust Company of New York, Trustee. (Filed as
Exhibit 4(b)-1 to Midwest Resources Inc.’s Annual Report on Form 10-K for the year ended
December 31, 1992, Commission File No. 1-10654.)

First Supplemental Indenture dated as of January 1, 1993, between Midwest Power Systems Inc.
and Morgan Guaranty Trust Company of New York, Trustee. (Filed as Exhibit 4(b)-2 to Midwest
Resources” Annual Report on Form 10-K for the year ended December 31, 1992, Commission File
No. 1-10654.)

Second Supplemental Indenture dated as of January 15, 1993, between Midwest Power Systems
Inc. and Morgan Guaranty Trust Company of New York, Trustee. (Filed as Exhibit 4(b)-3 to
Midwest Resources’ Annual Report on Form 10-K for the year ended December 31, 1992,
Commission File No. 1-10654.)

Third Supplemental Indenture dated as of May 1, 1993, between Midwest Power Systems Inc. and
Morgan Guaranty Trust Company of New York, Trustee. (Filed as Exhibit 4.4 to Midwest
Resources' Annual Report on Form 10-K for the year ended December 31, 1993, Commission File
No. 1-10654.)

Fourth Supplemental Indenture dated as of October 1, 1994, between Midwest Power Systems Inc.
and Harris Trust and Savings Bank, Trustee. (Filed as Exhibit 4.5 to Midwest Resources’ Annual
Report on Form 10-K for the year ended December 31, 1994, Commission File No. 1-10654.)

Fifth Supplemental Indenture dated as of November 1, 1994, between Midwest Power Systems
Inc. and Harris Trust and Savings Bank, Trustee. (Filed as Exhibit 4.6 to Midwest Resources'
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4.7

4.8

4.9

4.10

4.11

4.12

4.13

4.14

4.15

10.1

10.2

10.3

104

Annual Report on Form 10-K for the year ended December 31, 1994, Commission File No. 1-
10654.)

Indenture of Mortgage and Deed of Trust, dated as of March 1, 1947. (Filed by Iowa-Illinois as
Exhibit 7B to Commission File No. 2-6922.)

Sixth Supplemental Indenture dated as of July 1, 1967. (Filed by lowa-llinois as Exhibit 2.08 to
Commission File No, 2-28806.)

Twentieth Supplemental Indenture dated as of May 1, 1982. (Filed as Exhibit 4.B.23 to Iowa-
Illinois' Quarterly Report on Form 10-Q for the period ended June 30, 1982, Commission File No.
1-3573.)

Resignation and Appointment of successor Individual Trustee. (Filed by Iowa-Tllinois as Exhibit
4.B.30 to Commission File No. 33-39211.)

Twenty-Eighth Supplemental Indenture dated as of May 15, 1992. (Filed as Exhibit 4.31.B to
Iowa-Illinois’ Current Report on Form 8-K dated May 21, 1992, Commission File No. 1-3573.)

Twenty-Ninth Supplemental Indenture dated as of March 15, 1993. (Filed as Exhibit 4.32.A to
Iowa-Illinois' Current Report on Form 8-K dated March 24, 1993, Commission File No. 1-3573.)

Thirtieth Supplemental Indenture dated as of October 1, 1993. (Filed as Exhibit 4.34.A to Iowa-
Tllinois' Current Report on Form 8-K dated October 7, 1993, Commission File No. 1-3573.)

Sixth Supplemental Indenture dated as of July 1, 1995, between Midwest Power Systems Inc. and
Harris Trust and Savings Bank, Trustee. (Filed as Exhibit 4.15 to MidAmerican Energy’s Annual
Report on Form 10-K dated December 31, 1995, Commission File No. 1-11505.)

Thirty-First Supplemental Indenture dated as of July 1, 1995, between lowa-Illinois Gas and
Electric Company and Harris Trust and Savings Bank, Trustee. (Filed as Exhibit 4.16 to
MidAmerican Energy’s Annual Report on Form 10-K dated December 31, 1995, Commission. File
No. 1-11505.)

MidAmerican Energy Company Severance Plan For Specified Officers dated November 1, 1996.
(Filed as Exhibit 10.1 to Holdings" and MidAmerican Energy’s respective Annuat Reports on the
combined Form 10-K for the year ended December 31, 1996, Commission File Nos. 1-12459 and
1-11505, respectively.)

MidAmerican Energy Company Restated Executive Deferred Compensation Plan. (Filed as
Exhibit 10.2 to MidAmerican Energy’s Quarterly Report on Form 10-Q dated March 31, 1999,
Commission File No. 1-11505.)

MidAmerican Energy Company Combined Midwest Resources/Iowa Resources Rejtated Deferred
Compensation Plan for Board of Directors. (Filed as Exhibit 10.1 to MidAmericanEnergy’s
Quarterly Report on Form 10-Q dated March 31, 1999, Commission File No. 1-11505.}

MidAmerican Energy Company Supplemental Retirement Plan for Designated Officers. (Filed as

Exhibit 10.3 to MidAmerican Energy’s Annual Report on Form 10-K dated December 31, 1995,
Commission File No. 1-11505.)
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10.8

10.9

10.10
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10.13

10.14

10.15

Note:

Midwest Resources Inc. Supplemental Retirement Plan (formerly the Midwest Energy Company
Supplemental Retirement Plan). (Filed as Exhibit 10.10 to Midwest Resources’ Annual Report on
Form 10-K for the year ended December 31, 1993, Commission File No. 1-10654.)

Power Sales Contract between Iowa Power Inc. and Nebraska Public Power District, dated
September 22, 1967. (Filed as Exhibit 4-C-2 to Iowa Power Inc.'s (IPR) Registration Statement,
Registration No. 2-27681.)

Amendments Nos. 1 and 2 to Power Sales Contract between Iowa Power Inc. and Nebraska Public
Power District. (Filed as Exhibit 4-C-2a to IPR's Registration Statement, Registration No. 2-
35624.)

Amendment No. 3 dated August 31, 1970, to the Power Sales Contract between Jowa Power Inc. -
and Nebraska Public Power District, dated September 22, 1967. (Filed as Exhibit 5-C-2-b to IPR's .
Registration Statement, Registration No. 2-42191.)

Amendment No. 4 dated March 28, 1974, to the Power Sales Contract hetween Iowa Power Inc.
and Nebraska Public Power District, dated September 22, 1967. (Filed as Exhibit 5-C-2-c to IPR's
Registration Statement, Registration No. 2-51540.)

Supplemental Retirement Plan for Principal Officers, as amended as of July 1, 1993. (Filed as
Exhibit 10.K.2 to Jowa-Illinois' Annual Report on Form 10-K for the year ended December 31,
1993, Commission File No. 1-3573.)

Compensation Deferral Plan for Principal Officers, as amended as of July 1, 1993. (Filed as
Exhibit 10.K.2 to Jowa-Tllinois' Annual Report on Form 10-K for the year ended December 31,
1993, Commission File No. 1-3573.)

Board of Directors' Compensation Deferral Plan. (Filed as Exhibit 10.K.4 to Jowa-Illinois' Annual
Repaort on Form 10-K for the year ended December 31, 1992, Commission File No. 1-3573.)

Amendment No. 1 to the Midwest Resources Inc. Supplemental Retirement Plan. (Filed as
Exhibit 10.24 to Midwest Resources' Annual Report on Form 10-K for the year ended December
31, 1994, Commission File No. 1-10654.)

Form of Indemnity Agreement between MidAmerican Energy Company and its directors and
officers. (Filed as Exhibit 10.37 to MidAmerican's Annual Report on Form 10-K dated December
31, 1995, Commission File No. 1-11505.)

Amendment No. 5 dated September 2, 1997, to the Power Sales contract between MidAmerican
Energy Company and Nebraska Public Power District, dated September 22, 1967. (Filed as
Exhibit 10.2 to Holdings’ and MidAmerican Energy's respective Quarterly Reports on the
combined Form 10-Q for the quarter ended September 30, 1997, Commission File Nos. 1-12459
and 1-11503, respectively.)

Pursuant to (b) (4) (iii)(A) of Item 601 of Regulation 8-K, the Company has not filed as an exhibit
to this Form 10-K certain instruments with respect to long-term debt not registered in which the
total amount of securities authorized thereunder does not exceed 10% of total assets of the
Company, but hereby agrees to furnish to the Commission on request any such instruments.
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MidAmerican Energy Company EXHIBIT C"3
“Financial Statements”

The most recent two years of audited financial statements has been provided in Exhibit C-2,
“SEC Filings” within the 10-K Reports.
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MidAmerican Energy Company ExHiBIT C-4
*Financial Arrangements”

Mid American Energy Company has not entered into any special or alternative financial
arrangements for the purpose of conducting CRNGS activities within the State of Ohio.
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MidAmerican Energy Company EXHIBIT C-5

CUN H UENT]A “Forecasted Financial Statements”

The following Exhibit C-5 is deemed to be |
privileged, confidential, and proprietary
information of MidAmerican Energy Company
(“MidAmerican”). As such, MidAmerican
requests that Exhibit C-5 remain confidential.
MidAmerican has filed a motion for a protective
order with the Public Utility Commission of Ohio
for this exhibit pursuant to the Ohio
Administrative Code Section 4901:1-1-24.
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MidAmerican Energy Company

CONFIDENTIAL

Project : MidAmerican Energy Company
CONSOLIDATED BALANCE SHEET
PROPORTIONAL CONSOLIDATION ($000's)

ExHIBIT C-5

*“Forecasted Financial Statements”

Forecast Forecast
2001 2002
ASSETS
14 Cash and cash equivalents 5,104 5,103
2| Accounts receivable _ 52,550 52,550
3| Properties, piants, contracts and equipment, net 2,766,242 2,740,712
4} Investments and other assets 712,894 700,288
5| Tctal Assets 3,536,791 3,498,654

O W 0~ 3B

11

12|

13

14
15
16
17
18

19

LIABILITIES & STOCKHOLDERS' EQUITY

Liabilities:
Accounts payable
Accrued interest and other liabilities
Subsidiary and project debt
Deferred income taxes
Total Liabilities

Deferred income

Trust preferred securities
Preferred securities of subsidiary

- IStockholders’ equity:

Cammon stock

Additional paid in capital

Current period eamings

Retained Eamings / Partners Capital / Other
Total Stockholders' equity

Total {iabilities and stackholders' aquity

80,256 80,256
783,579 785,801
841,173 836,807
501,327 478.994.
2.208,335 | 2.181,857
100,000 100,000
75,100 68,441
877.205 877,205
22 389 22,389
141,291 152,602
114,471 96,160
1,155,356 | 1,148,356

3536791 3.493654(
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MidAmerican Energy Company

Project : MidAmerican Energy Company

CONSOLIDATED STATEMENT OF OPERATIONS

PROPORTIONAL CONSOLIDATION ($000's)

- ExHIBIT C-5

“Forecasted Financial Statements”

CONFIDENTIAL

Forecast | Forecast
2001 2002
REVENUE:
1{ Operating Income 2,223,401 2,778,973
2! Total Revenues 12,223,401 2,776,975
COSTS AND EXPENSES:
3| Costofsales . 993,405 1,506,652
4| Utility operating expenses 704,522 729,191
5{ Corporate administration 1,107 2,893
6| Depreciation and amortization 186,182 196,583
7| Interest expense 70,162 64,145
8| Less capitalized interest {1,324) (1,324)
8] Total costs and expenses 1,964,064 2,457,140
10{ Income before tax 259,337 279,333
11} Provision for income taxes 105,376 115,082
12| income before minority interest 153,961 164,753
13| Minority interest - dividends on trust preferred securities 7,880 7.980
14| Minority interest - other 4,691 4,171
15| Income before preferred dividends 141,291 152,602
16| Preferred dividends
17| Income hefore extraordinary item 141,291 152,602
18| Extracrdinary item
19| Net income [loss) available to common stockholders 141,291 152,602




EXHIBIT C-5

“Forecasted Financial Statements”

MidAmerican Energy Company

CONFIDENTIAL

Project : MidAmerican Energy Company
CONSOLIDATED STATEMENT OF CASH FLOWS
PROPORTIONAL CONSOLIDATION ($000's)

Forecast Forecast
2001 2002
Cash flows from operating activities:
1|Net income (loss) 141,29 152,602
Adj. to reconcile net cash flow from operating activities:
2| Degpreciation and amortization 186,182 196,583
3| Amortizaticn of ather Assets 21,971 21141
4| Provisian for deferred income taxes (20,548) (18,224)
5 Stock and WIP 30,111 11,883
6|Net cash flows from operating activities 369,006 366,088
Cash flows from investing activities:
7| Capital expenditure relating to operating projects (165,658) (188,580)
8| Construction and development cost (5,405) (1.880)
9| OCther _ (7,500) (7,000)
10} Net cash flows from investing activities (178,563) (195,460)
Cash flows from financing activities:
11} Proceeds from subsidiary and project debt 120,000
12} Repayment of subsidiary and project debt (164,881) {4,366)
13| Decrease (increass) in pref. securities of subsidiary (6.658) (6,659)
14| Distributions to parent {138,904) (159,602)
15|Net cash flows from financing activities (190,444) (170,627)
16{Net increase (decrease) in cash and investments (1) (M
17]Cash and cash equivalents at the beginning of the period 5,105 5,104
18}{Cash and cash equivalents at the end of the period 5,104 5103




MidAmerican Energy Company EXHIBIT C-6
“Credit Rating”

The credit rating for Mid American Energy Company as reported by two of the following
organizations: Duff & Phelps, Dunn and Bradstreet Information Services, Fitch IBCA, Moody’s
Investors Service, Standard & Poors, or a similar organization is as follows.

Moody’s : A3 Standard & Poors: A-
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MidAmerican Energy Company EXHIBIT C-8
“Bankruptcy Information”

There have been no bankruptcy filings made by Mid American Energy Company ot its’
parent organization within the most recent two years.
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MidAmerican Energy Company EXHIBIT C-9
“Merger Information”

MidAmerican Energy Company, the applicant, has not participated in a dissolution,
merger, or acquisition within the two most recent years. MidAmerican Energy
Company’s parent corporation, Mid American Energy Holdings Company, merged with
CalEnergy Company, Inc. in March 1999. The merged company retained the

Mid American Energy Holdings Company name. On March 14, 2000, MidAmerican
Energy Holdings Company was acquired by an investor group that includes

Berkshire Hathaway Inc., Omaha, Nebraska businessman Walter Scott, Jr.,
MidAmerican’s Chief Executive Officer, Greg Abel, and Mid American's Chairman,
David L. Sokol.
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MidAmerican Energy Company ExXHIBIT D-1
“"Operations”

Gas Management Program

Under MidAmerican Energy’s Total Gas Management Program, the company will deliver 100%
of the Customer’s gas requirements and will normally perform the following services on behalf
of the Customer.

-Provide enrollment services.

-Forecast natural gas requirements.

-Procure natural gas supply.

-Procure interstate pipeline transportation service.

-Provide nominations to the interstate pipeline and LDC.
-Provide pipeline-balancing services.

-Manage the daily allocation and coordination of natural gas deliverias from the
wellhead to Customer's facility.

- Monitor Customer’s usage and storage requirements.
-Reconcile gas nominations with actual delivered volumes.
-Provide consolidated bill service.

-Provide variable priced gas supply service with the option to fix.

Supply and Distribution Plan:

Presently, MidAmerican is providing retail natural gas energy supply service to customers in the
Columbia of Ohio, Dominion East Ohio and CG&E territories. In order to provide these
services, MidAmerican is performing the following functions:

Pricing

Sales and Service

Contracting

Enrollment

Profiling and forecasting customer usage

Arranging for natural gas supply and transportation service
Scheduling

Balancing and settling with the incumbent utilities

Billing
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MidAmerican Energy Company EXHIBIT D-2

“Operations Expertise”

EXHIBIT D-3

“Key Technical Personnel”

To ensure that MidAmerican properly performs these actions, a team composed of the following
individuals manages the daily operations.

Terry Slaughter

Senior Account Executive since 1996, Terry has been associated with the energy business
for over 30 years holding positions in accounting, auditing, finance and sales. He has been active
in the deregulated electric and natural gas sales area and maintains a customer base that includes
schools, commercial, industrial and governmental facilities. Terry’s provides a broad knowledge
base when dealing with multiple state regulatory jurisdictions with his customer base locatedin
Ohio, Iowa, South Dakota, Nebraska and Dlinois.

Mike Sweeney

Manager Contract Administration since April 2000 where he is responsible for the
management of customer and agency contracts including contract creation, negotiation,
execution, and fulfillment. Mr. Sweeney was an Energy Consultant responsible for servicing
large customer accounts from April 1997 to April 2000, and has held various management
positions at MidAmerican Energy for more than five years prior to his current position.

Corey Jansen

Manager Gas Products since January 2001 where he is responsible for product life cycle
management including pricing, arranging for the trading of electric and gas commodities
including supply, transportation, and storage to support retail operations. Mr. Jansen was
Manager, Transportation Operations from October 1999 through December 2000. - From August
1997 through September 1999, he was Superintendent, LNG plant. He started with
MidAmerican Energy Company in January 1996 as a Peak Plant Engineer.

Christopher Schneider

Director Trading since September 2001. Schneider is responsible for managing the
unregulated wholesale natural gas business in support of Retail, Generation, and Trading
activities. Prior to joining the Natural Gas Trading group. Mr. Schneider was Director of Short-
term Trading for MidAmerican where he managed the short-term electric resource planning,
marketing and trading.

Kay Twigg

Manager Customer Service since May 2001 where she is responsible for all service
related activities including account maintenance, call center, billing, and credit and collections.
Mrs. Twigg was Manager of Regulatory and Business Unit Accounting from December 1999 to

May 2001 and held various accounting positions prior to that.
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