


A Message from the General Manager & CEO
and from the President of the Board

Doors are such everyday structures, just prosaic pieces of wood or glass, that we seldom notice them unless they are
grand entries to museums or cathedrals. Yet they function to separate our living spaces and working spaces into
organized units and to allow for us to pass between them. Through doors we find ourselves ushered into familiar
settings and at times, into places we’ve never gone.

This year many new doors have opened for IMEA.

The door to a new a new power supply and a new base load resource swung firmly open this year with the beginning
of construction on Trimble County Unit 2; a new, clean-burning, coal-fired facility that promises to be the envy of
power systems across this nation. The new resource, combined into a diverse supply with the first Trimble Unit, our
cost based Ameren contract and our members’ own local generation, set the stage for a stable, reliable supply well into
the next decade.

We crossed a critical financial threshold with the successful sale of the first issue of our bonds for Trimble 2.
In the process we received upgrades to our credit ratings and an admirably low all-in cost for the issue.

Yet another door could swing open for both IMEA and the city of Naperville, as Naperville considers its power supply
options. This includes the potential for entering into a long-term power supply agreement with IMEA.

And there will soon be a literal new threshold for our board members and staff to cross. We have completed the design,
received the bids and work is underway to construct a new IMEA headquarters building. The facility is planned to meet
the Agency’s needs at least through 2035 and will have the necessary flexibility to adapt to the unforeseen and unexpected.

And through those brand new doors will pass the most dedicated and talented staff we can assemble and a board of
directors that has made clear its commitment to the long term health of their individual electric systems and of the
IMEA. 1t is the goal of the management, staff and the IMEA hoard that more and better opportunities continue to
appear, and new doors continue to open, for this Agency and its members for many years to come.
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Ten Year Comparative Summary of Operations

FOR THE YEARS ENDED APRIL 30, 2006 2005 2004 2003

Operating Revenues:

Electric Sales to Participating Members $107,605,194 $91,690,145 $87,225,675 $85,588,654
Electric Sales to Non-Participating Members 863,087 9,149,858 10,632,837 14,367,182
Electric Sales to Others 0 207,490 520,393 790,782
Member Assessments 40,667 37,333 38,000 38,000
Other 228,309 104,278 4,366 4,228

108,737,257 101,189,104 98,421,276 100,788,846

Operating Expenses:

Purchased Power 56,786,957 54 865,563 54 211,119 56,736,392
Transmission 6,464,926 8,810,941 8,745,400 8,942,325
Trimble County Unit #1:
Fuel 7,038,616 6,600,569 5,714,501 5,357,536
Operations and Maintenance 3,473,196 2,967,968 2,757,950 2,778,374
Member Payments:
Fuel Reimbursements 6,227,758 753,310 567,572 625,864
Capacity Payments 10,450,580 10,856,959 10,581,245 10,383,947
Generation Payments 121,835 11,225 37,307 39,412
Administrative and General 3,872,102 3,337,937 3,185,806 2,688,755
Depreciation Expense 3,242,803 3,133,520 3,063,809 3,134,058
Other Utility Operations 855,049 540,232 387,280 293,814
98,533,822 91,878,224 89,251,989 90,980,477
Net Operating Income 10,203,435 9,310,880 9,169,287 9,808,369
Other Expenses - Net (3,191,010) (3,913,347) (4,466,622) (4,515,821)
Income Before Special Item 7,012,425 $5,397,533 $4,702,665 $5,292,548
Special Item $0 $0 $0 $0
Change in Net Assets $7,012,425 $5,397,533 $4,702,665 $5,292,548
Peak Demand (Non-Coincident kW) 539,579 494,631 502,697 498,190
Kilowatt-Hour Sales to Participating Members(kwh) ~ 2,112,121,734 1,891,104,971 1,799,826,165 1,800,182,386
Kilowatt-Hour Sales to Non-Participating Members(kWh) 32,085,000 327,645,119 363,560,710 434,473 866
Kilowatt-Hour Sales to Others(kWh) 0 14,656,000 37,866,000 58,315,000
Cost per kWh to Participating Members (Cents/kwWh) 5.09 4.85 4.85 4.75
Cost per kWh to Participating Members after
Capacity Payments (Cents/kWh) 4.60 4.21 4.26 418
Debt Service Coverage 156% 132% 129% 139%
Principal Paid on Revenue Bonds $6,485,000 $6,170,000 $5,885,000 $5,620,000
Revenue Bonds Outstanding $60,130,000 $66,615,000 $72,785,000 $78,670,000

Member Equity $46,982,828 $39,970,403 $34,572,870 $29,870,205



2002 2001 2000 1999 1998 1997

$80,482,374 $77,804,089 $72,020,523 $68,791,894 $67,102,900 $68,403,154
11,112,871 4,385,332 1,831,420 1,864,037 1,630,398 1,402,908
984,533 736,179 2,100,486 2,901,955 1,205,693 540,552
39,000 39,000 49,000 45,667 41,167 38,000
4,833 4,275 35,229 34,022 34,263 36,122
92,623,611 82,968,875 76,036,658 73,637,575 70,014,421 70,420,736
52,197,870 41,975,543 37,570,909 38,345,214 35,189,767 38,191,262
8,515,171 8,339,916 8,641,325 5,385,403 5,373,922 5,597,487
3,995,696 4,211,363 4,659,968 4,518,319 4,303,693 3,202,840
2,869,633 2,541,954 2,269,312 2,566,129 2,506,911 2,680,986
572,622 1,878,838 1,279,446 1,104,055 665,771 417,325
9,290,597 8,552,696 7,333,877 7,479,167 7,476,698 7,416,146
41,515 106,955 96,175 57,763 (13,630) 19,743
2,300,945 2,406,911 2,148,245 1,866,860 1,754,564 1,842,009
3,282,104 3,466,280 3,399,307 3,210,009 3,189,765 3,271,295
282,229 413,082 195,832 224,166 218,795 152,584
83,348,382 73,893,538 67,594,396 64,757,085 60,666,256 62,791,767
9,275,229 9,075,337 8,442,262 8,880,490 9,348,165 7,628,969
(4,576,781) (4,070,284) (5,042,584) (4,866,878) (5,011,663) (5,548,257)
$4,698 448 $5,005,053 $3,399,678 $4,013,612 $4,336,502 $2,080,712
($7,962,107) $0 $0 $0 $0 $0
($3,263,659) $5,005,053 $3,399,678 $4013,612 $4,336,502 $2,080,712
477,545 423,887 426,438 385,071 357,924 356,075
1,702,081,057 1,697,927,123 1,634,266,701 1,612,374,667 1,491,197,097 1,492,831,297
355,656,918 163,154,298 73,696,338 69,781,360 65,948,328 51,046,094
80,963,000 64,871,000 136,149,000 123,841,000 88,218,000 45,842,000
4.73 4.58 441 4.21 4.50 4.58
4.18 4.08 3.96 3.80 4.00 4.09
138% 146% 132% 132% 133% 116%
$5,260,000 $5,120,000 $4,815,000 $5,065,000 $4,015,000 $3,795,000
$84,290,000 $89,550,000 $94,670,000 $99,485,000 $104,550,000 $111,600,000

$24,577,657 $27,841,316 $22,836,263 $19,436,585 $15,422,973 $11,086,471
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The Market Environment 2006 -

A subtext to all the decisions the Agency has made on power supply and related operational issues is the pending transition to a restructured
energy market in Illinois. The law that was passed in 1997 to spur retail choice will, if not amended, reach the end of its transition period
on January 1, 2007. At that time the current rate freeze that has held the residential costs of customers of the investor-owned systems in
[llinois at levels as much as 20% below their 1997 levels, ends.

With the transition will also end the current legacy contracts that the investor-owned utilities (I0Us) are using to provide energy for their
bundled customers. Since the major distribution companies have divested themselves of their generation, either through outright sale or
placement into subsidiaries, they have no resources to serve their customers needs after 2006 and they must seek new power sources.

The 10Us proposed and the Illinois Commerce Commission approved a New Jersey-style reverse auction to provide for power to the 10U’
customers who won't or can't exercise retail choice. This will certainly include the vast majority, if not all, of the 10U’ residential customers.

That auction took place in early September 2006 and resulted in a fixed price of approximately 6.5 cents per kWh for residential customers.
This fixed component of the auction will translate into a cost increase of about 25% for Commonwealth Edison residential customers and
up to 50% for some residential customers of Ameren, depending upon the individual Ameren distribution subsidiary (CIPS, CILCO or IP).
At the same time, the Illinois Commerce Commission called for an investigation of the hourly or real-time portion of the auction. This part
of the auction would be used primarily to serve larger industrial sized loads. Both Commonwealth Edison, which serves most of northern
[llinois and the Ameren distribution companies, which serve most of the rest of the state, have proposed a phase-in of these increases. Legal
or legislative action to block the increases remains a possibility.

The state’s municipal electric systems are not directly affected by the law and are not subject to its mandates. However, the market that the
restructuring has helped put into place, with its two regional transmission organizations (RTOs) and hoth day-ahead and hourly power
markets that use locational marginal pricing (LMP) to control transmission congestion, is significantly different from the primarily
bilateral market that preceded it. The current market prices tend to mirror the cost of the fuel that provides the last increment of
generation, and that is natural gas.

This means that market prices are high and there is less reason for power providers to negotiate lower cost, long-term, cost-based bilateral
contracts with entities such as municipal power systems. Therefore IMEA has aggressively sought out ownership and cost-based contract
opportunities to secure its members needs well into the future.

Trimble County Unit 2

With the construction closing on April 5, 2006 and the final approval of the Engineering,
Procurement and Construction (EPC) contract with Bechtel Power Corporation on June 9
the construction phase of the new second unit at Louisville Gas & Electric/Kentucky Utilities
Trimble County site began in earnest. TC2 will compliment Trimble County Unit 1

in IMEA's power supply portfolio and provide a new state of the art, clean base load resource

when it comes on line, which is scheduled for 2010. With commemorative silver shovels,
ground is broken August 8, 2006 for the

TC 2 will be a 750 MW pulverized coal super-critical unit, which will employ state of the art :ietceonF‘:OL::'Ite?tttghii;;'t'ﬂ%gﬁ#’\‘/m'sa’\‘/tice

emission control tgchqologles. These include sglectlve_ c_atalytlc reductlon, a bag_hous_e, wet oresident for Regulated Generation for

flue gas desulphurization and a wet electrostatic precipitator. As such this plant is designed LG&E Energy; Ronald D. Earl, General

to comply with all emission regulations and permit conditions including new mercury Manager & CEO of the lllinois Municipal

reduction regulations. Electric Agency; Raj Rao, President of the

Indiana Municipal Power Agency; and
Paul Thompson, Senior Vice President of
Energy Services for LG&E Energy and also
representing Kentucky Utilities.

IMEA’s 12.12% ownership will add approximately 91 MW to IMEA's power portfolio.




Trimble County Unit 1 Update

Trimble County data - May, 2005 through April, 2006

TC1 unit availability, reliability and production remained at a very high level of performance. This performance continues largely as a result of the skill
and dedication of those peaple who support the day-to-day operation of the plant. The following is a summary of some key service indicators for TCL:

Net Generation 3,889,025 Mwhs
Equivalent Availability Factor (EAF) 88.97%

Equivalent Forced Outage Rate (EFOR) 1.94%

Coal Burned 1,667,234 tons

Net Unit Heat Rate 10,195 Btu/kWh
Average S02 Emission Rate 0.244 1bs/mmBtu
Average NOx Emission Rate 0.193 Ibs/mmBtu
Staffing Level (current) 82 full-time employees

A planned maintenance outage took place from October 1 to October 30, 2005. This was the first planned maintenance outage in 30-months
(since April, 2003). Work completed included a general boiler inspection/repair, partial electrostatic precipitator refurbishment and an upgrade
of the FGD (flue gas de-sulfurization) equipment along with a variety of other maintenance work.

Plant emission performance continues to be extremely good.

The previously mentioned FGD upgrade work performed during the planned maintenance outage enhanced the already impressive S02
removal capability of the FGD from approximately 93% to over 98% (on a typical coal). As a result, significant S02 over-scrubbing continued
in the fiscal year 2005-2006, resulting in 654-tons of unused S02 allowances at a current value of $397,408 ($608/ton) being transferred

to the IMEA.

The SCR (selective catalytic reduction) equipment operated very well during the May-September "o0zone season™ resulting in 127-tons of
NOx allowances at a current value of $207,491 ($1,632/ton) being transferred to the IMEA "bank account" for allowances.

The upgrade reflects the broadening and
strengthening of IMEA's membership base with
the addition of the city of St. Charles, which will
become the agency's largest member when it
begins taking full-requirements power in 2007;
enhanced coverage levels in the short term and
expected maintenance of coverages in excess of
levels generally seen for joint action wholesale
agencies in the longer term; and the anticipation
of improving competitive positioning of member
rates relative to the state's investor-owned
utilities (I0U). 7?

From Standard & Poor’s
rationale for upgrading
IMEA’s bond rating to A+

On January 1, 2005 TC1 subscribed to a federally enforceable
reduction in allowable NOx emissions (1,485 tons) and on
January 1, 2006 TC1 subscribed to a federally enforceable reduction
in allowable S02 emissions (3,225 tons). These emission reductions
were crucial to the success of the TC2 permitting process.

Safety performance was not up to the typical Trimble County
standard of excellence. One week before being able to celebrate
three years without an OSHA recordable incident, a Trimble County
Station employee was involved in a recordable incident (October 25,
2005). Two additional OSHA recordable incidents involving Trimble
County Station employees occurred during the reporting period,
none of which were serious enough for the employee to lose time

at work. The last OSHA recordable incident occurred on

March 20, 2006.



IMEA Office and Operations Facility -

IMEA has operated from its existing facility near the state Capitol in Springfield since 1990. At a total of 11,000 square feet (which includes
a separate garage building) the space restrictions of the current site have caught up with the Agency’s need to provide additional and
enhanced services.

This need, combined with the availability of financing for IMEA's participation in TC2 through a new tax-exempt bond issue, led the board
to study and subsequently contract for a new office facility. IMEA procured the services of the architectural firm of Melotte, Morse, Leonatti,
Ltd. of Springfield to do both the feasibility study and the subsequent building design.

In addition, IMEA purchased a building site of approximately 2.6 acres on the city’s near west side. The land, which fronts Old Jacksonville
Road (a main Springfield thoroughfare) will provide relatively easy access for board members from all directions and is also in an area of
compatible and complimentary buildings.

The structure itself will total about 24,000 square feet of finished space on three levels with some room for expansion. Engineering and
technical services will be located in a drive-out garden level which will accommodate the Agency’s service vehicles. The majority of the

office space will be on the first floor, which will include all of the Operations Center. This Center will be a structure within a structure, a
concrete hardened shell able to withstand tornado force winds. Backup generation will be provided.

The second floor will contain the new boardroom facility, including an electronic voting system and integral audio/visual equipment.
There will also be space for board members to conduct business while in Springfield and a separate space for training.

Ground breaking took place in September and
construction is projected to take from twelve to
14 months.

Series 2006 IMEA Power Supply System Revenue Bonds -

To make the purchase of TC2 and the construction of the new office facility possible, IMEA issued $139,505,000 in tax-exempt revenue
bonds in 2006. The bond closing took place on June 23, 2006.

The bonds were secured by the revenues that will be realized through the extension of the Agency’s 29 power supply contracts with its fully
participating members. With one exception, these contracts extend to 2035. The exception is Winnetka, whose contract extends to 2025.

Prior to the issuance, the three major bond rating Agency’s (Moody’s, Standard & Poor’s and Fitch) all upgraded IMEA's underlying rating
for the bonds to the levels of AL, A+ and A+ (respectively). The rating Agency’s were particularly complimentary in their comments on the
Agency’s proactive approach to power supply planning and the various operational aspects of the power supply process. The bonds were
secured at a very favorable all-in total interest cost of approximately 4.75%. This is slightly lower than the comparable number from the
Agency’s 1998 hond refinancing and is significantly lower than the 1991 issue used to finance TC1.

There will be a subsequent bond issue of approximately $48 million to complete IMEAS obligation to the TC2 project. That issuance will
probably occur in 2008.



Operational, Engineering, Economic Development
and other Agency Activities -

In what may be a unique situation nationally, IMEA operates in not only two regional transmission organizations (RTOs); the Midwest
Independent System Operator and the PIM RTO, but also in two regional reliability organizations (RROs). They are ReliabilityFirst and the
SERC (Southeastern Electric Reliability Council) Reliability Corporation. In addition, Louisville Gas & Electric/Kentucky Utilities will soon
withdraw from MISO, which places an existing Agency resource (Trimble County Unit #1) and a future resource (Trimble County Unit #2)
outside either RTO.

The complications that these arrangements presents to IMEA operations, in particular in complying with new federal mandatory reliability
regulations in the two reliability organizations, has seen the Operations Department add a new position as of July 1, 2006. Within the
Department there is now a Manager of Transmission Compliance, whose job is to assure IMEA complies with the requirements of the RTOs
and RROs. This Manager will compliment the activities of the Manager of Power Supply, whose primary responsibility is to oversee IMEA's
generation resources and their dispatch for both economic and reliability purposes.

The load growth within IMEA'S member systems has made the operational changes even more important. This is most certainly the case for
residential customers who continue to flock to members near major metropolitan areas such as Waterloo, Freeburg, Breese, Highland and
St. Charles.

Beyond this, there has been major growth in members’ commercial and industrial activity. This includes a new 8 MW ethanol production
facility in Princeton, a new eight story hotel and convention center in Metropolis, a new refrigerated distribution center in Rantoul, a new
wire manufacturing facility in Oglesby and continued expansion of an auto parts plant in Marshall.

The engineering department, meanwhile, has offered invaluable assistance to the city of Fairfield as it moves ahead with the final stages
prior to construction of its new 138 kV transmission line. The 17 mile line will interconnect Fairfield directly to MISO and thus increase the
city’s power delivery reliability and capacity. IMEA is providing up to $10 million for this project, all of which will be repaid by the city over
the term of its power sales contract.

In addition, IMEA has been active in a proposed rule making by the Illinois Environmental Protection Agency (IEPA) to regulate nitrogen
oxide (NOx) emissions from diesel-fired internal combustion generators and combustion turbine generators. This regulation is an attempt
to reduce the level of NOx emitted in Hlinois and to bring the state’s ozone non-attainment areas into compliance with federal law.

To that end, initial drafts of the rule placed overly burdensome restrictions on the type of generating units owned and operated by IMEA'S
members. IMEA worked with 1EPA to reinstate an exemption that will allow most of the members to operate a reasonable number of hour
annually, and IMEA also advocated for exemptions in case of power supply emergencies. The rule had yet to be finalized at press time.

The Naperville Proposal -

The changing market for wholesale power supply has brought the city of Naperville to IMEA to discuss the possibility the Agency could
supply power to the city’s electric system.

Under discussion is a long-term contract that would allow IMEA to acquire additional resource ownership sufficient to provide for the
needs of the existing 29 full-requirements participating members with the addition of Naperville. This long-term agreement would begin
following the end of Naperville’s existing short term power supply agreement which currently extends to 2011. Those talks continue as we
go to press.
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Summary of Member Non-Coincident Peak Demand and Energy Usage
Fiscal Year Ending April 30, 2006

Non-Coincident

Peak Demand Energy Usage Population
(kw) (kwh)

Participating Members
Altamont 7,079 26,257,962 2,283
Bethany 2,726 9,226,596 1,300
Breese 11,860 48,871,845 4,048
Bushnell 10,312 39,946,269 3,233
Cairo 13,745 80,991,142 3,500
Carlyle 10,643 44,694,537 3,400
Carmi 16,255 63,606,453 5,422
Casey 10,571 42,857,118 2,974
Chatham 20,837 67,517,720 8,632
Fairfield 18,799 77,679,401 5,421
Farmer City 4,955 20,093,358 2,050
Flora 29,582 136,005,237 5,086
Freeburg 10,079 39,384,806 3,872
Greenup 3,789 15,088,238 1,532
Highland 35,636 143,706,968 8,438
Ladd 3,244 14,943,766 1,313
Marshall 15,057 70,649,091 3,777
Mascoutah 12,739 46,785,604 5,659
Metropolis 20,465 85,541,704 6,482
Ogleshy 19,301 113,443,841 3,700
Peru 52,790 226,275,791 9,835
Princeton 25,325 114,751,012 7,501
Rantoul 42,141 199,266,576 12,918
Rock Falls 21,532 82,103,438 9,594
Roodhouse 3,886 14,842,213 2,300
Sullivan 16,464 72,211,475 4,326
Waterloo 20,883 83,454,620 9,300
Winnetka 36,884 131,924,953 12,419
Total Full Requirements Sales to

Participating Members 497,579 2,112,121,734
Partial Requirements

Sales to Other Members
Batavia 17,000 12,989,000 23,866
St. Charles* 25,000 19,096,000 31,834
Total Partial Requirements Sales

to Other Members 42,000 32,085,000

*St. Charles has executed a full requirements participating member contract which commences on June 1, 2007.
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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Illinois Municipal Electric Agency
Springfield, Illinois

We have audited the accompanying financial statements of Illinois Municipal Electric Agency (IMEA) as of April 30, 2006 and
2005, and for the years then ended as listed in the table of contents. These financial statements are the responsibility of IMEA's
management. Our responsibility is to express an opinion on these financial statements 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 misstatement. 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
hy 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, the financial statements referred to above present fairly, in all material respects, the financial position of
Illinois Municipal Electric Agency as of April 30, 2006 and 2005, and the changes in its financial position and its cash flows
in conformity with accounting principles generally accepted in the United States of America.

The Management’s Discussion and Analysis on pages 10 through 15 is not a required part of the financial statements but is
supplementary information required by accounting principals generally accepted in the United States of America. The
Management’s Discussion and Analysis section is required to include the past three years of financial information. However,
IMEA has chosen to include additional financial information. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

L":fzfiun-‘, Kiaecs O C:wf?lmué ; e P

Madison, Wisconsin
June 15, 2006, except for Note 12, for which the date is June 30, 2006

Virchow, Krause & Company, LLP
Certified Public Accountants & Consultants « An Independent Member of Baker Tilly International



(1]

MANAGEMENT’S DISCUSSION AND ANALYSIS

The management of llinois Municipal Electric Agency (IMEA) offers all persons interested in the financial position of IMEA this narrative
overview and analysis of IMEA's financial performance during the years ending April 30, 2006, 2005 and 2004. Please read this narrative in
conjunction with the accompanying financial statements and the accompanying notes to financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Hlinois Municipal Electric Agency is a body politic and corporate, municipal corporation and unit of local government of the State
of Hlinois. IMEA was created in 1984 under the provisions of Division 119.1 of Article Il of the Hlinois Municipal Code by a group of
municipalities. The purpose of IMEA is to jointly plan, finance, own and operate facilities for the generation and transmission of electric
power and energy-related facilities to provide for the current and projected energy needs of the purchasing members. IMEA has forty (40)
members, each of which is a municipal corporation in the State of Illinois and owns and operates a municipal electric system.

This annual report consists of two parts: Management’s Discussion and Analysis (this section) and the financial statements. These
statements are prepared on the accrual basis of accounting in accordance with accounting principals generally accepted in the United
States of America. IMEA uses the Uniform System of Accounts prescribed by the Federal Energy Regulatory Commission.

The Statements of Revenues, Expenses and Changes in Net Assets present information showing how IMEA's net assets changed during the
most recent year due to IMEAS business activities. The Statements of Cash Flows report the cash provided and used by operating activity, as
well as other cash sources such as investment income and cash payments for repayment of bonds and capital additions. The Balance Sheets
report year end assets, liabilities and net asset balances based on the original cost adjusted for depreciation, amortization or unrealized
gains/losses as appropriate. Over time, increases or decreases in IMEA's net assets are one indicator of whether its financial health is
improving or deteriorating. Other factors to consider include IMEA's wholesale electric rates and ability to maintain or exceed the debt
coverage levels required by its bond resolution.

IMEA FINANCIAL ANALYSIS

An analysis of IMEA's financial position begins with the review of the Balance Sheets, the Statements of Revenues, Expenses and Changes
in Net Assets and the Statements of Cash Flows report information. A summary of IMEA's Balance Sheets is presented in Table 1. The
Statements of Revenues, Expenses and Changes in Net Assets are summarized in Table 2 and Table 3 presents a summary of the Statements
of Cash Flows.

Table 1 — Condensed Balance Sheets 2006 2005 2004
Utility plant $ 73,386,783 $ 72,742,423 $ 74,966,660
Restricted assets 3,445,982 4,447,819 4,450,582
Current assets 31,180,446 28,859,916 26,553,268
Other assets 7,105,102 8,140,583 9,115,717
Total Assets $ 115,118,313 $ 114,190,741 $ 115,086,227
Net assets
Invested in capital assets, net of related debt $ 21,896,554 $ 15,559,687 $ 12,536,195
Restricted 758,055 1,641,324 1,558,812
Unrestricted 24,328,219 22,769,392 20,477,863
Total Net Assets 46,982,828 39,970,403 34,572,870
Non-current liabilities 58,045,850 61,021,629 67,543,460
Current liabilities 10,089,635 13,198,709 12,969,897
Total Liabilities 68,135,485 74,220,338 80,513,357

Total Net Assets and Liabilities $ 115,118,313 $114,190,741 $ 115,086,227



BALANCE SHEETS

During the fiscal year ending April 30, 2006, utility plant increased by $644,360. IMEA's capital investments included payments toward
improvements at the Trimble County Unit 1 generating site, payments toward development costs for the addition of a second unit at the
Trimble County site and other smaller capital acquisitions and improvements totaled $3,821,734. These capital investments net of
depreciation accounted for a majority of the changes in utility plant. Depreciation expense of $3,242,803 was recorded during the year.

IMEA increased the cash and short-term investments held in operating reserve accounts by $2,839,367 from the previous year due to the
members continued commitment to increase cash reserves held by IMEA. This accounted for the majority of the change in current assets.
Net assets increased due to current year operations that resulted in net income of $7,012,425. IMEA also paid $6,485,000 in principal
repayments associated with the 1998 Revenue Refunding Bonds.

IMEA NET ASSETS

$46,982,828
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Table 2 — Condensed Statements of Revenues, Expenses and Change in Net Assets

2006 2005 2004

Operating revenues $ 108,737,257 $ 101,189,104 $ 98421276
Depreciation expense 3,242,803 3,133,520 3,063,809
Other operating expenses 95,291,019 88,744,704 86,188,180
Total Operating Expenses 98,533,822 91,878,224 89,251,989
Operating Income 10,203,435 9,310,880 9,169,287
Investment income 897,187 573,347 399,577
Interest and amortization expense (4,097,754) (4,485,603) (4,870,218)
Other income (expense) 9,557 (1,091) 4,019
Total Non-Operating Expenses (3,191,010) (3,913,347) (4,466,622)
Change in Net Assets 7,012,425 5,397,533 4,702,665

Net Assets, Beginning of Year 39,970,403 34,572,870 29,870,205

Net Assets, End of Year $ 46,982,828 $ 39970403 $ 34572870
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STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS

Sales to participating members of $107,605,194 and 2,112,121,734 kilowatt hours (kWh) were recorded during the fiscal year ending April
30, 2006. This represents an increase of $15,915,049 (17%) in revenue from sales to participating members and 221,016,763 kWh (12%)
increase compared with the previous year. This increase is primarily the result of overall system load growth including the first full year of
sales to the Cities of Fairfield and Sullivan as participating Members and generally warmer weather conditions during the summer of 2005.

Sales to non-participating members of $863,087 and 32,085,000 kWh were recorded during the fiscal year ending April 30, 2006. This
represented a decrease of $8,286,771 in revenue from sales to non-participating members and a 295,560,119 kWh decrease. This decrease
was primarily caused by the expiration of a short-term power sales agreement with two members and the City of Sullivan signing a
participating member contract effective January 1, 2005.
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Warmer temperatures in the Midwest also caused IMEA's peak demand to increase from the previous year. During the fiscal year ending
April 30, 2006, IMEA recorded a non-coincident peak demand of 539,579 kW which was approximately 9% higher than the previous year.
This non-coincident peak demand includes sales of 42,000 kW that IMEA made during the non summer months at 100% load factor to the
Cities of Batavia and St. Charles. The chart below includes non-summer month sales to these cities of 15,000 kW in FY 2000-01, 36,000 kW
in FY 2001-02, 40,000 kW in FY 2002-03, 41,000 kW in FY 2003-04, 42,000 kW in FY 2004-05 and 42,000 kW in FY 2005-06.
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The average cost of power sold to the participating members during the fiscal year ending April 30, 2006 was 5.09 cents per kWh which was
approximately 5% higher than the previous year. This increase was the result of increased prices paid for fuel and purchased power expenses.

IMEA AVERAGE COST OF POWER SOLD TO PARTICIPATING MEMBERS (CENTS/KWh)

5.08
5.06
4.66
4.66
4.62
4.58
4.58
4.73
4.75
4.85
4.85
5.09

1 1 1 1 1 1 1 1 1 1 1 1 1 1 J
0 FY91-92 FY92-93 FY93-94 FY94-95 FY95-96 FY96-97 FY97-98 FY98-99 FY99-00 FYO00-01 FYO01-02 FYO02-03 FYO03-04 FYO04-05 FY05-06

Total operating expenses increased by $6,655,598 (7%) from the previous year due primarily to higher operating costs paid for fuel and

purchased power expenses. Operating costs at Trimble County Unit #1 increased by $943,276 (10%) due primarily to higher coal prices

throughout the industry. Fuel reimbursements made to Members for operating dedicated capacity increased by $5,474,448 due to higher
fuel prices and increased utilization of the Member dedicated capacity to offset higher market prices.

Interest income increased in the year ending April 30, 2006 as a result of higher interest rates paid in the market place during the year and
an increase in cash and short-term investments held in IMEA' operating reserve accounts.

Table 3 — Condensed Statements of Cash Flows

2006 2005 2004

Received from sales to members $ 92,276,169 $ 89,206,731 $ 86,976,119

Received from members assessments and dues 40,667 37,333 38,000
Paid to suppliers for purchased power and transmission (63,114,510) (63,705,366) (62,869,820)
Paid to suppliers and employees for other services (14,615,146) (13,381,223) (11,813 416)

Cash Flows from Operating Activities 14,587,180 12,157 475 12,330,883
Debt principal and interest paid (9,825,106) (9,818,607) (9,827,856)
Acquisition and construction of capital assets (3,821,734) (865,522) (1,494,227)

Cash Flows from Capital and Related Financing

Activities (13,646,840) (10,684,129) (11,322,083)
Cash Flows from Investing Activities 794,502 50,213 (130,378)

Net Change in Cash and Cash Equivalents 1,734,842 1,523,559 878,422

Cash and Cash Equivalents — Beginning of Year 10,859,268 9,335,709 8,457,287

Cash and Cash Equivalents — Ending of Year $ 12,594,110 $ 10,859,268 $ 9335709
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Statements of Cash Flows

As discussed earlier, an increase in operating costs, the result of higher fuel and purchased power expenses, caused an increase in the average
cost paid by participating members for power supply. This also caused an increase in the amount received from members for power sales. The
amount paid to suppliers for purchased power decreased during the year due to a reduction in the total combined kWh sales to participating and
non-participating members and the increased utilization of member dedicated capacity to offset higher market prices.

The acquisition and construction of capital assets includes payments toward improvements to the Trimble County Unit 1 generating site, payments
toward development costs for the addition of a second unit at the Trimble County site and other smaller capital acquisitions and improvements.

Debt Service Coverage

IMEAs bond resolution requires IMEA to maintain a debt service coverage ratio of 110%. Debt service coverage generated from operations
during the years ended April 30, 2006, 2005 and 2004 was approximately 156%, 132% and 129% respectively. This debt coverage level
allowed IMEA to pay for capital improvements and increase the level of cash reserves.

SIGNIFICANT EVENTS

POWER SALES CONTRACTS WITH MEMBERS

In the last few years, IMEA has entered into long-term Power Sales Contracts with the Cities of Fairfield, Sullivan and St. Charles and the
Villages of Chatham and Greenup to supply all of their power and energy requirements in the operation of their respective municipal
electric systems, similar to IMEA's previously existing Power Sales Contracts. IMEA was already supplying power and energy to serve
Chatham, Greenup and Sullivan under shorter term contractual arrangements. IMEA began providing service to the City of Fairfield on
January 1, 2005, which added approximately 18 MW to IMEA's peak demand. IMEA will begin providing service to St. Charles under the
long-term contract on June 1, 2007 which is expected to add approximately 125 MW to IMEA's peak demand.

In addition to executing new Power Sales Contracts with five members, IMEA also executed extensions to the term of the previously existing
Power Sales Contracts with the 24 original Members. These original Power Sales Contracts previously had various termination dates
through September 30, 2025. With the exception of the Village of Winnetka, the termination date for all of the Power Sales Contracts with
Participating Members was extended to September 30, 2035. The termination date in the Power Sales Contract with the Village of Winnetka
was extended to September 30, 2025.

Pursuant to an addendum to the Power Sales Contract between IMEA and the City of Fairfield, IMEA agreed to advance the city up to
$3,000,000 prior to the issuance of any new series of revenue bonds issued by IMEA in connection with the acquisition or construction of a
new coal-fired base load generating facility. The advance is being used by the City of Fairfield to fund the construction costs for a new 138
kv transmission line and related substation facilities which is currently being developed by Fairfield. As of April 30, 2006, IMEA has
advanced a total of $1,600,000 to the city for this project. As discussed below, on June 23, 2006, IMEA issued the Power Supply System
Revenue Bonds, Series 2006 which included funds that will be used to refund the advance and complete the project. It is estimated that the
total construction costs for this project will be approximately $10,000,000. Fairfield will reimburse IMEA for debt service associated with
these proceeds through monthly rates paid to IMEA for future power supply.

A short-term power supply agreement between IMEA and the Village of Riverton expired on March 31, 2004 and was not renewed. The
expiration of this agreement decreased IMEA's peak demand by approximately 7 MW. The short-term power supply agreements with the
Cities of Batavia and St. Charles expired on May 31, 2005. These agreements provided Batavia and St. Charles with 42 MW of power and
energy at 100% load factor during non-summer months.

POWER SUPPLY SYSTEM REVENUE BONDS, SERIES 2006

On June 23, 2006, IMEA issued the Power Supply System Revenue Bonds, Series 2006 (2006 Bonds) in the amount of $139,505,000. The 2006
Bonds were issued to fund a portion of the costs of (i) IMEA's share of enhancements and improvements to an existing coal-fired generator,
Trimble County Unit 1, (ii) IMEAS share of the development and construction of a new coal-fired hase load generating facility, Trimble County
Unit No. 2, (iii) the construction of a transmission line for the City of Fairfield, Illinois, and (iv) the construction of a new office complex for use
by IMEA. The 2006 Bonds have interest rates that range from 4.25% to 5.00% and a final maturity date of February 1, 2035.



TRIMBLE COUNTY UNIT 2

Trimble County Unit 2 is currently being developed as a new pulverized-coal super-critical unit of 750 MW nominal net rating located adja-
cent to the existing Trimble County 1. On February 9, 2004, IMEA entered into a Participation Agreement (Trimble County 2 Participation
Agreement) among IMEA, Louisville Gas & Electric Company (LG&E), Kentucky Utilities, an affiliate of LG&E, and the Indiana Municipal
Power Agency (collectively referred to as “Co-owners™) which provides for the ownership by IMEA of a 12.12% (approximately 91 MW)
undivided interest as tenant in common in Trimble County Unit 2,

Trimble County Unit 2 will employ state-of-the-art emissions control technology consistent with other plants that have been successfully
permitted. The planned air quality control system will include a selective catalytic reduction system, bag house, wet flue gas desulfurization,
and a wet electrostatic precipitator. The plant is designed to comply with all emissions regulations and permit conditions, including the recently
enacted mercury regulations.

On June 9, 2006, the Co-owners and Bechtel entered into the engineering, procurement and construction agreement (EPC Contract). The
EPC Contract includes guarantees for output, efficiency, emissions and completion. Unless otherwise extended pursuant to the terms of the
EPC Contract, the guaranteed commercial operation date is June 15, 2010. The EPC Contract requires Bechtel to pay liquidated damages in
certain circumstances as provided therein.

The projected total cost of the Trimble County Unit 2 project is estimated to be approximately $1.1 billion, of which IMEA's share is

estimated to be approximately $136,000,000. In addition to the 2006 Bonds, IMEA currently expects to issue approximately $48 million of
additional bonds to complete the construction of Trimble County Unit 2.

NEW IMEA OFFICE COMPLEX

IMEA is currently developing plans to replace its existing administrative office complex located in Springfield, Illinois. The existing
structure and outbuilding total approximately 12,000 square feet which is insufficient for IMEA's growing activities. IMEA has retained the
services of an architectural firm to study its space needs and develop a suitable plan to meet those needs for the next 25 years. The proposed
facility will more than double IMEA's current space and will allow for consolidation of functions currently divided between two buildings.
The new facility will incorporate a hardened area to provide for heightened security and safety for IMEA's dispatch and scheduling activities.
IMEA currently plans to finalize the preliminary design and acquire land in the summer of 2006. The new office complex is expected to be
complete and ready for occupancy in the first quarter of 2008. The estimated cost of the new office complex is approximately $6,000,000, of
which $5,000,000 was included in the proceeds of the 2006 Bonds.

AMEREN LONG-TERM POWER SUPPLY AGREEMENT

During the fiscal year ending April 30, 2005, IMEA finalized a long-term power supply agreement with Ameren Energy Marketing (AEM).
Under the agreement, beginning in June 2007 IMEA will purchase varying amounts of system firm capacity and energy from AEM through
the year September 2035. The existing power supply agreement between the parties that began in 1987 and goes through 2014 will not be
impacted by this new agreement.

CONTACTING IMEA’S MANAGEMENT
This financial report is designed to provide our members, investors and creditors with a general overview of IMEA's finances. Questions

concerning any of the information provided in this report or requests for additional information should be addressed to Illinois Municipal
Electric Agency, 919 South Spring Street, Springfield, IL 62704,

An electronic version of this
annual report will be available

M online at; www.imea.org




BALANCE SHEETS
April 30, 2006 and 2005

ASSETS
2006 2005
UTILITY PLANT
Utility plant in service $ 112,365,397 $ 111,802,077
Accumulated depreciation (43,445,579) (40,521,437)
Construction work in progress 4,466,965 1,461,783
Total Utility Plant 73,386,783 72,742,423
RESTRICTED ASSETS
Investments 3,445,982 4447819
CURRENT ASSETS
Cash and investments 12,420,017 10,704,004
Short-term investments 12,007,298 10,883,944
Accounts receivable 6,466,482 7,074,542
Prepayments 286,649 197,426
Total Current Assets 31,180,446 28,859,916
OTHER ASSETS
Unamortized debt expense 585,005 564,790
Unamortized loss on advance refunding 6,520,097 7,346,119
Regulatory assets - 229,674
Total Other Assets 7,105,102 8,140,583

TOTAL ASSETS $ 115118313 $ 114,190,741




NET ASSETS AND LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total Net Assets

NON-CURRENT LIABILITIES
Revenue bonds
Unamortized premium
Other liabilities
Total Non-Current Liabilities

CURRENT LIABILITIES
Accounts Payable and Accrued Expenses

Accounts payable
Purchased power and transmission
Jointly-owned facilities
Other

Other current liabilities

Total Accounts Payable and Accrued Expenses

Current Liabilities Payable from Restricted Assets
Current maturities of revenue bonds
Interest accrued
Total Current Liabilities Payable from Restricted Assets
Total Current Liabilities

Total Liabilities

TOTAL NET ASSETS AND LIABILITIES

See Accompanying Notes to Financial Statements

2006

$ 21,896,554
758,055
24,328,219

2005

46,982,828

15,559,687
1,641,324
22,769,392

57,185,000
411,791
449,059

39,970,403

58,045,850

60,130,000
463,954
421,675

4,911,983
955,988
268,434
266,763

61,021,629

6,403,168

4,774,610
788,117
98,691
231,105

2,945,000
741,467

5,892,523

3,686,467

6,485,000
821,186

10,089,635

7,306,186

68,135,485

13,198,709

$ 115,118,313

74,220,338

$

114,190,741




STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Years Ended April 30, 2006 and 2005

OPERATING REVENUES
Sales to participating members
Sales to non-participating members
Sales to others
Member assessments
Other income
Total Operating Revenues

OPERATING EXPENSES
Purchased power and transmission
Trimble County Unit No. 1

Fuel

Operations and maintenance
Member Payments

Fuel reimbursements

Capacity payments

Generation payments
Administration and general
Depreciation
Other utility operations

Total Operating Expenses

Operating Income

2006

$ 107,605,194
863,087

40,667
228,309
108,737,257

63,251,882

7,038,617
3,473,196

6,227,758
10,450,580
121,835
3,872,102
3,242,803
855,049
98,533,822

10,203,435

NON-OPERATING REVENUE (EXPENSES)

Investment income
Interest expense
Amortization expense
Other income
Total Non-Operating Expenses

CHANGE IN NET ASSETS
NET ASSETS - Beginning of Year

NET ASSETS - END OF YEAR

897,187
(3.260,387)
(837,367)
9,557
(3,191,010)

7,012,425

39,970,403

$ 46,982,828

See Accompanying Notes to Financial Statements

2005

91,690,145
9,149,858
207,490
37,333
104,278

101,189,104

63,676,504

6,600,569
2,967,968

753,310
10,856,959
11,225
3,337,937
3,133,520
540,232

91,878,224

9,310,880

573,347
(3,567,665)
(917,938)
(1,091)

(3,913,347)

5,397,533

34,572,870

39,970,403




STATEMENTS OF CASH FLOWS
Years Ended April 30, 2006 and 2005

(1

CASH FLOWS FROM OPERATING ACTIVITIES
Received from sales to members
Received from member assessments and dues
Paid to suppliers for purchased power and transmission
Paid to suppliers and employees for other services
Net Cash Flows from Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Debt principal paid
Interest paid
Acquisition and construction of capital assets
Cash Flows From Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Investment income
Purchase of long-term investments
Maturity of long-term investments
Cash Flows from  Investing Activities

Net Change in Cash and Cash Equivalents
CASH AND CASH EQUIVALENTS — Beginning of Year

CASH AND CASH EQUIVALENTS — END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET CASH
FLOWS FROM OPERATING ACTIVITIES
Operating income
Noncash Items Included in Operating Income

Depreciation

Accretion

Write-off regulatory asset
Changes in assets and liabilities

Accounts receivable

Prepayments

Accounts payable

Other current liabilities

NET CASH FLOWS FROM OPERATING ACTIVITIES

RECONCILIATION OF CASH AND CASH EQUIVALENTS
TO THE BALANCE SHEET
Restricted investments
Cash and cash equivalents
Short-term investments
Total Cash and Investments
Long-term investments

TOTAL CASH AND CASH EQUIVALENTS

2006

$ 92,276,169
40,667

(63.114,510)
(14,615,146)

14,587,180

(6,485,000)
(3,340,106)
(3821,734)
(13,646,340)

907,448
(9,989,946)
9,877,000

794,502

1,734,842
10,859,268

§ 12504110

$ 10,203,435

3,242,803
21,384
171,909

608,060
(89,223)
393,154

35,658

$ 14,587,180

$ 3,445,982
12,420,017
12,007,298
21,873,297

(15,279,187)
$ 12,594,110

See Accompanying Notes to Financial Statements

2005

89,206,731
37333
(63,705,366)
(13,381,229)

12,157 475

(6,170,000)
(3,648,607)
(865,522)

(10,684,129)

646,736
(12,191,523)
11,595,000

50,213

1,523,559

9,335,709

10,859,268

9,310,880

3,133,520
20,365

(226,285)
(30910)
(78.342)

28247

$

12,157 475

4447819
10,704,004
10,883,944

26,035,767
(15,176,499)

$

10,859,268
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NOTE 1 — NATURE OF OPERATIONS

The Illinois Municipal Electric Agency (IMEA) is a body politic and corporate, municipal corporation and unit of local government
of the State of llinois. IMEA was created in May 1984 under the provisions of Division 119.1 of Article 11 of the Illinois Municipal
Code (the Act) by a group of municipalities for the purpose of jointly planning, financing, owning and operating facilities for the
generation and transmission of electrical power and energy-related facilities which are appropriate to the present and projected
energy needs to such municipalities. IMEA is owned and its policies governed by its member municipalities.

IMEA has provided the power and energy requirements of certain members since 1986, primarily through the purchase of
wholesale requirements service from investor-owned utilities and through IMEA owned generation. The contracts with
investor-owned utilities, which obligate IMEA to purchase electric energy for concurrent resale to its members, are in effect for
various periods through September 2035.

As of April 30, 2006, IMEA had 40 member municipalities. Twenty-nine member municipalities (participating members)
have executed long-term power sales contracts for the purchase of full requirements power and energy from IMEA. With the
exception of one member whose contract expires September 30, 2025, the termination date for all of the power sales contracts
with participating members is September 30, 2035. These members participate in the Trimble County Unit No. 1 and Trimble
County No. 2 generation facilities and pay rates sufficient to meet the obligations of IMEA's bond resolution. Eleven member
municipalities do not purchase power and energy from IMEA.

IMEA complies with all applicable pronouncements of the Governmental Accounting Standards Board (GASB). In accordance
with GASB Statement No. 20, “Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities that
Use Proprietary Fund Accounting”, IMEA also complies with the pronouncements of the Financial Accounting Standards Board
which do not conflict with GASB pronouncements.

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 assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

BASIS OF PRESENTATION

The financial statements are prepared on the accrual basis of accounting. Revenues are recorded when services are rendered
and expenses are recorded when the related liability is incurred. IMEA uses the Uniform System of Accounts prescribed by the
Federal Energy Regulatory Commission.

UTILITY PLANT

Utility plant is generally defined as assets with an initial, individual cost of more than $1,000 and an estimated useful life in
excess of two years, except for jointly owned assets. In these cases, utility plant is capitalized based on policies defined by
Louisville Gas & Electric Company for the Trimble County Unit No. 1 generating facility.

Utility plant of IMEA is recorded at cost or the fair market value at the time of contribution to IMEA. Major outlays for utility
plant are capitalized as projects are constructed. Interest incurred during the construction phase is reflected in the capitalized
value of the utility plant constructed, net of interest earned on the invested proceeds over the same period.



Utility plant is depreciated using the straight-line method over the following useful lives;

Years
Utility Plant

Electric plant-Trimble County Unit No. 1 20-41.5
Mobile generation 30
Land -
Land improvements 10
Office building 10-31.5
Office furniture and equipment 5
Supervisory control and data acquisition equipment 5
Winnetka 138 interconnect 30
Other equipment 5

CASH EQUIVALENTS
For purposes of the statement of cash flows, cash and cash equivalents have original maturities of three months or less from
the date of acquisition.

LONG-TERM OBLIGATIONS
Long-term debt and other obligations are reported as liabilities. Bond issuance costs, discounts, premiums and losses on
advance refundings are deferred and amortized on a weighted average basis over the repayment period of the related debt.

REVENUES AND EXPENSES

IMEA distinguishes operating revenues and expenses from nonoperating items. Operating revenues and expenses generally
result from providing services and producing and delivering goods in connection with IMEA's principal ongoing operations.
The principal operating revenues of IMEA are charges to members for sales and services. Operating expenses for IMEA include
the cost of sales and services, administrative expenses and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

IMEA billings are rendered and recorded monthly based on month end metered usage.

TAXES
IMEA is exempt from State and Federal income taxes.

RATES
Rates charged to members are evaluated annually by the Board of Directors.

COMPENSATED ABSENCES

Under terms of employment, employees are granted one day of sick leave per month. One-half of accumulated sick leave
henefits are paid if the employee terminates service after at least 10 years of service. Accumulated sick leave and vacation bene-
fits have been recorded in the financial statements.

NOTE 2 — CASH AND INVESTMENTS

IMEA's Trust Indenture for the 1998 Power Supply System Revenue Refunding Bonds (Note 4) authorizes IMEA to deposit
funds only in banks insured by the Federal Deposit Insurance Corporation (FDIC). IMEA may also make investments in U.S.
Government and federal agency obligations, investment grade bonds, commercial paper rated at the highest classification
established by at least two standard rating services, money market mutual funds, repurchase agreements and The Illinois
Funds formerly titled Ilinois Public Treasurers' Investment Pool.
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Investments are stated at fair value, which is the amount at which an investment could be exchanged in a current transaction
between willing parties. Fair values are based on quoted market prices. No investments are reported at amortized cost. Adjustments
necessary to record investments at fair value are recorded in the operating statement as increases or decreases in investment income.

Deposits in banks are insured by the FDIC in the amount of $100,000 for all interest bearing accounts and $100,000 for all noninterest
hearing accounts. Investments in The Ilinois Funds are covered under securities pledged for all pool participants. The difference
hetween the bank balance and carrying value is due to outstanding checks, deposits in transit, and/or market value adjustments.

CUSTODIAL CREDIT RISK

Deposits

Custodial credit risk is the risk that in the event of a financial institution failure, IMEA deposits may not be returned to IMEA. At
April 30, 2006 IMEA had no uninsured and uncollateralized deposits. IMEA's investment policy does not require collateralization
of deposits but rather restricts the financial institutions that can be used based on the equity and market ratings of the financial

institution’s debt.

Investments

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, IMEA will not be able to
recover the value of its investment or collateral securities that are in the possession of an outside party. All investments held as of
April 30, 2006 were considered to be in risk category one (investments held in trust on behalf of IMEAY), therefore not subject to
custodial credit risk. IMEA' policy is to have all investment securities held by its agent in IMEAS name.

CREDIT RISK
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. As of April 30, 2006 IMEA's
investments were rated as follows:

Investment Type Standard & Poor’s Moody’s
US Agency Securities AAA Aaa
Mutual Funds AAAM Aaa

IMEA investment policy requires that all investments be rated in highest or second highest categories by the national rating agencies.

CONCENTRATION OF CREDIT RISK
Concentration of credit risk is the risk of loss attributed to the magnitude of IMEA' investment in a single issuer.

At April 30, 2006, investments held with issuers, each totaling more than 5 percent of the total portfolio, were concentrated as follows:

Percentage of
Issuer Investment Type Portfolio
Federal Home Loan Bank US Agencies - Implicitly Guaranteed 21%
Federal Home Loan Mortgage Corporation US Agencies - Implicitly Guaranteed 17%
Federal National Mortgage Association US Agencies - Implicitly Guaranteed 11%
City of Fairfield Municipal revenue bond 6%

IMEAS investment policy states that no more than 50% of the total portfolio may be invested in one type of investment with the
exception of the US government and its Agencies.



INTEREST RATE RISK
Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.
As of April 30, 2006, IMEA's investments were as follows:

Maturity (In Years)
Investment Type Fair Value Less than 1 1-5 Over 5
US Government Agency
Securities $ 13815623 $§ 4875952 § 8939671 $ -
Revenue bond 1,600,000 1,600,000 - -
Mutual funds 1,278,823 1,278,823 -
Ilinois funds 11,178,551 11,178,551 -
Total $ 27872997 $ 18933326 § 8939671 $

IMEAS investment policy states that investment securities should not mature later than the moneys will be needed for the respective use.

REQUIRED DISCLOSURE OF PRIOR YEAR DATA
A comparison of bank balances and carrying value at April 30, 2005 are shown below. The difference between the bank balance
and carrying value is due to outstanding checks and/or deposits in transit.

IMEA's deposits and investments are categorized to give an indication of the level of risk assumed by the entity at year end.
Deposits and investments are categorized into the following three categories of custodial credit risk:

1. Insured or registered, or securities held by IMEA or its agent in IMEA's name.
2. Uninsured and unregistered, with securities held by the counterparty's trust department or agent in IMEA's name.
3. Uninsured and unregistered, with securities held by the counterparty, or by its trust department or agent but not in IMEA's name.

CasH AND INVESTMENTS — APRIL 30, 2005

Category Bank Carrying
1 2 3 Balance Value
Money Market Funds $ 100,000 $ - $1842871 $ 1942871
U.S. Government Agencies 14,776,498 - - 14,776,498
Municipal revenue bond 400,000 - - 400,000
Totals $ 15,276,498 $ - $1,842,871 17,119,369 $ 17,235,945
Investments not subject to categorization:
The Hlinois Funds 9,230,773 8,799,522
Cash on hand - 300
Total Cash and Investments $ 26,350,142 $ 26,035,767

NOTE 3 — JOINTLY-OWNED FACILITY

Pursuant to an ownership agreement entered into in September 1990, IMEA acquired an undivided 12.12% ownership interest, as
tenant in common, in the Trimble County Unit No. 1 generating facility from Louisville Gas and Electric Company. The cost of this
interest was approximately $94 million and was financed by the issuance of IMEA's Power Supply System Revenue Refunding Bonds
Series 1998. IMEA's share of the operating costs associated with this facility is included in the accompanying financial statements.

In connection with the purchase, IMEA negotiated long-term power sales contracts with its members to ensure the commitment is in
place to repay the bonds. Also, IMEA entered into agreements with several other utilities providing for the interchange and transmission
of power and energy.
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On February 9, 2004, IMEA signed a Participation Agreement along with Louisville Gas and Electric Company, Kentucky
Utilities and the Indiana Municipal Power Agency (collectively the co-owners) which provides for the ownership by IMEA of a
12.12% (approximately 91 MW) undivided ownership interest as tenant in common in Trimble County Unit No. 2. On April 5,
2006, the co-owners of Trimble County 2 held the construction closing under the Participation Agreement which marked the
end of the development phase and the beginning of the construction phase of the project. On June 9, the co-owners and
Bechtel Power Corporation entered into an engineering, procurement and construction agreement for the construction of
Trimble County 2. The co-owners have received all permits and approvals necessary to begin construction of the new unit. The
issuance of the air permit by the Kentucky Division of Air Quality is currently under appeal. The air permit is currently in effect
and shall continue in effect, unless the air permit is suspended, modified or set aside as provided by Kentucky law.

NOTE 4 — FUNDS

IMEA's Trust Indenture requires the segregation of bond proceeds, establishment of various funds and prescribes the application of
IMEA's revenues. Also, it defines what type of securities that IMEA may invest in. Funds consist principally of cash, money market
funds, federal securities and investments in The Illinois Funds. The fund's purposes and balances are summarized below.

Fund Held By Purpose
Revenue IMEA To initially receive revenues and to disburse them to other accounts.
Operations and Maintenance IMEA To pay operating and maintenance expenses.
Renewals and Replacements IMEA To provide funds to be applied to the payment of the costs of renewals,
replacements, and repairs.
General Reserve IMEA To receive surplus funds after all other accounts are funded.
Rate Stabilization IMEA To accumulate any revenues in excess of the 10% debt service coverage
requirement which will be used to minimize rate fluctuations in the future.
Debt Service Fund: Trustee
Debt Service Account To accumulate principal and interest associated with each bond series.
Debt Service Reserve Account To establish a reserve to cover deficiencies in the Debt Service Account.

Any excess may be used for other purposes.

The indenture requires that certain cash and investments be segregated. The following are accounts included in current and
restricted assets at April 30, 2006 and 2005.

2006 2005
Included in Current Assets:

Revenue $ 4,468 $ 4,072
Operation and Maintenance 9,092,984 6,772,202
Renewals and Replacements 6,693,742 6,385,964
General Reserve 135,821 425,410
Rate Stabilization 8,500,000 8,000,000
General Cash (not restricted by indenture) 300 300
Total Current Cash and Investments $ 24421315 $ 21,587,948

Included in Restricted Investment Accounts:
Debt Service $ 1,499,522 $ 2,462,510
Debt Service Reserve 1,946,460 1,985,309

Total Restricted Investments $ 3,445,982 $ 4,447,819



NOTE 5 — CHANGES IN UTILITY PLANT

A summary of changes in utility plant for 2006 and 2005 follows;

2006

Utility plant being depreciated:
Electric plant —
Trimble County Unit No. 1
Mobile generation
Land!
Land improvements
Office building
Office furniture and equipment
Supervisory control and data
acquisition equipment
Winnetka 138 interconnect
Other equipment
Total Utility Plant in Service
Construction work in progresst
Total Utility Plant

Less: Accumulated depreciation
Electric plant —
Trimble County Unit No. 1
Mobile generation
Land improvements
Office building
Office furniture and equipment
Supervisory control and data
acquisition equipment
Winnetka 138 interconnect
Other equipment
Total Accumulated
Depreciation
Net Utility Plant

Balance Additions/ Deletions/ Balance
5/01/05 Reclassifications Reclassifications 4/30/06
$103,015,608 $529,054 $223,557 $103,321,105
4,879,804 - - 4,879,804
336,679 - - 336,679
56,938 - - 56,938
775,001 - - 775,001
224,293 19,440 243733
1,487,313 202971 1,690,284
500,000 - - 500,000
526,441 77870 42458 561,853
111,802,077 829,335 266,015 112,365,397
1,461,783 3580871 575,689 4,466,965
113,263,860 4,410,206 841,704 116,832,362
$(37,455,764) $(2,599,367) $(223,557) $(39,831,574)
(1,069,954) (162,660) - (1,232,614)
(51,729) (3,295) - (55,024)
(337,918) (24,100) - (362,018)
(191,907) (15,560) - (207,467)
(901,689) (298,854) - (1,200,543)
(144,445) (16,667) - (161,112)
(368,031) (64,535) (37,339) (395,227)
(40,521,437) (3,185,038) (260,896) (43,445,579)
$72,742,423 $1,225,168 $580,308 $73,386,783

1— Utility Plant that is not being depreciated.



2005

Utility plant being depreciated:
Electric plant —
Trimble County Unit No. 1
Mobile generation
Land!
Land improvements
Office building
Office furniture and equipment
Supervisory control and data
acquisition equipment
Winnetka 138 interconnect
Other equipment
Total Utility Plant in Service
Construction work in progresst
Total Utility Plant

Less: Accumulated depreciation
Electric plant—
Trimble County Unit No. 1
Mobile generation
Land improvements
Office building
Office furniture and equipment
Supervisory control and data
acquisition equipment
Winnetka 138 interconnect
Other equipment
Total Accumulated
Depreciation
Net Utility Plant

Balance Additions/ Deletions/ Balance
5/01/04 Reclassifications Reclassifications 4/30/05
$102,758,792 $508,310 $(251,994) $103,015,608
4,879,804 - - 4,879,804
336,679 336,679
56,938 - 56,938
773,005 1,996 - 775,001
216,954 7473 (134) 224,293
1,239,226 259,996 (11,909) 1,487,313
500,000 - - 500,000
480,411 62,010 (15,980) 526,441
111,241,809 840,285 (280,017) 111,802,077
1,384,984 596,687 (519,888) 1,461,783
112,626,793 1436972 (799,905) 113,263,860
$(35,128,737) $(2,577,545) $250,518 $(37,455,764)
(907,294) (162,660) - (1,069,954)
(48372 (3357) (51,729)
(311,211) (26,707 - (337,918)
(179,002) (13,039) 134 (191,907)
(643,599) (269,999) 11,909 (901,689)
(127,778) (16,667) - (144,445)
(314,140) (63,546) 9,655 (368,031)
(37,660,133) (3,133,520) 272,216 (40,521,437)
$74,966,660 $(1,696,548) $(527,689) $72,742,423

1— Utility Plant that is not being depreciated.



NOTE 6 — LONG TERM OBLIGATIONS

IMEA has issued the following revenue bonds:

Final Interest Original Outstanding Amount
Date Purpose Maturity Rates Issue 4/30/2006
Feb. 1, 1998 Advance refunding Feb. 1, 2021 4.750-5.125% $104,550,000 $60,130,000
The annual debt service and sinking fund requirements of the 1998 bonds to maturity are as follows:
Year Principal Interest Total
2007 $ 2945000 $ 3015856 $ 5,960,856
2008 3,105,000 2,868,606 5,973,606
2009 3,260,000 2,713,356 5,973,356
2010 3,430,000 2,550,356 5,980,356
2011 3,600,000 2,378,856 5,978,856
2012 3,475,000 2,198,856 5,673,856
2013 3,650,000 2,025,106 5,675,106
2014 3,835,000 1,838,044 5,673,044
2015 4,040,000 1,641,500 5,681,500
2016 4,235,000 1,439,500 5,674,500
2017 4,450,000 1,227,750 5,677,750
2018 4,665,000 1,005,250 5,670,250
2019 4,895,000 772,000 5,667,000
2020 5,145,000 527,250 5,672,250
2021 5,400,000 270,000 5,670,000
Total $§ 60130000 $ 26472286 $ 86,602,286
Long-term obligation activity for the year ended April 30, 2006 is as follows:
5/1/05 4/30/06 Due Within
Balance Additions Reductions Balance One Year
Revenue bonds $ 66,615,000 $ - $ 6,485,000 $ 60,130,000 $ 2,945,000
Unamortized premium 463,954 52,163 411,791 -
Other liabilities 427 675 21,384 - 449,059 -
Totals $ 67,506,629 $ 21,384 $ 6,537,163 $ 60,990,850 $§ 2,945,000
Long-term obligation activity for the year ended April 30,2005 is as follows:
5/1/04 4/30/05 Due Within
Balance Additions Reductions Balance One Year
Revenue bonds $ 72,785,000 $ - $ 6,170,000 $ 66,615,000 $ 6,485,000
Unamortized premium 521,150 - 57,196 463,954 52,163
Other liabilities 407,310 20,365 - 427,675 -
Totals $ 73713460 $ 20,365 $ 6,227,196 $ 67,506,629 $ 6,537,163

The bonds are payable from and secured by a pledge of the proceeds of the sale of the bonds, certain funds established by the indenture, the revenues
of IMEA, and all of IMEA's accounts and all intangibles relating to its power supply system, including the power sales contracts. Substantially all
revenues are pledged as security.
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NOTE 7 — ACCOUNTING FOR ASSET RETIREMENT OBLIGATIONS

IMEA adopted Statement of Financial Accounting Standards No. 143 — Accounting for Asset Retirement Obligations (SFAS 143).
An asset retirement obligation represents a legal obligation associated with the retirement of a tangible, long-lived asset that

is incurred upon the acquisition, construction, development, or normal operation of that long-lived asset. Adoption of this
statement resulted in an increase in utility plant and non-current liabilities of $158,240 and $387,914, respectively, and a
cumulative income effect adjustment to other regulatory assets of $229,674 during the year ended April 30, 2004. The
cumulative income effect adjustment was expensed during the year ended April 30, 2006.

The scope of SFAS 143 includes future asset retirement obligation for the closure of an ash pond at the Trimble County plant
site. Other asset retirement obligations are not significant to these financial statements. IMEA used estimated cash flows to
determine the obligation.

The following table presents the details of IMEA's asset retirement obligations, which are included on the balance sheet in
non-current liabilities.

Balance Liabilities Liabilities Cash Flow Balance
May 1, 2005 Incurred Settled Accretion Revisions April 30, 2006
$ 427,675 $ - $ - § 21,384 $ - $§ 449,059

Balance Liabilities Liabilities Cash Flow Balance
May 1, 2004 Incurred Settled Accretion Revisions April 30, 2005
$ 407310 $ - $ - $ 20,365 $ - $§ 421675

NOTE 8 — NET ASSETS

GASB No. 34 requires the classification of net assets into three components - invested in capital assets, net of related debt; restricted; and
unrestricted. These classifications are defined as follows:

Invested in capital assets, net of related debt - This component of net assets consists of capital assets, including restricted capital assets,
net of accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets. If there are significant unspent related debt proceeds at
year-end, the portion of the debt attributable to the unspent proceeds are not included in the calculation of invested in capital assets, net
of related debt. Rather, that portion of the debt is included in the same net assets component as the unspent proceeds.

Restricted - This component of net assets consists of constraints placed on net asset use through external constraints imposed by creditors
(such as through debt covenants), grantors, contributors, or laws or regulations of other governments or constraints imposed by law
through constitutional provisions or enabling legislation.

Unrestricted net assets - The component of net asset consist of net assets that do not meet the definition of "restricted" or "invested in capital
assets, net of related debt."

When both restricted and unrestricted resources are available for use, it is IMEA's policy to use restricted resources first, then unrestricted
resources as they are needed.



The following calculation supports the net assets invested in capital assets, net of related debt:

2006 2005
Utility plant in service $ 112,365,397 $ 111,802,077
Accumulated depreciation (43,445,579) (40,521,437)
Construction work in progress 4,466,965 1,461,783
Sub-Totals 73,386,783 72,742,423
Less: Capital Related Deht
Current portion of capital related long-term debt 2,945,000 6,485,000
Long-term portion of capital related long-term debt 57,185,000 60,130,000
Unamortized debt issuance costs (585,005) (564,790)
Unamortized loss on advance refunding (6,520,097) (7,346,119)
Unamortized premium 411,791 463,954
Sub-Totals 53,436,689 59,168,045
Add: Unspent Debt Proceeds
Reserve from borrowing 1,946,460 1,985,309
Total Net Assets Invested in Capital Assets
Net of Related Debt $ 21,896,554 $ 15,559,687
The following calculation supports the amount of
restricted net assets:
2006 2005
Restricted Investments $ 3,445,982 $ 4,447,819
Less: Restricted Assets Not Funded by Revenues
Reserve from borrowing (1,946,460) (1,985,309)
Total Restricted Net Assets Not Funded by Revenues 1,499,522 2,462,510
Current liabilities payable from restricted assets (741,467) (821,186)
Total Restricted Net Assets as Calculated $ 758,055 $ 1,641,324

NOTE 9 — EMPLOYEE RETIREMENT PLAN

IMEA's employees are covered by the Illinois Municipal Electric Agency Pension Plan, a defined contribution money purchase
pension plan with a 5 year vesting schedule. IMEA contributes 25% of eligible employee earnings on behalf of each employee.
Employees that terminate service prior to being fully vested, forfeit the unvested portion of their account balance which is
applied to future contributions to the plan. Total contributions to the plan by IMEA, net of applied forfeitures, for the years
ended April 30, 2006, 2005 and 2004 were, $389,000, $295,000 and $294,000, respectively. Total covered payroll for the
respective years was $1,555,000, $1,350,000, and $1,178,000.

NOTE 10 — CONTRACTS AND COMMITMENTS

IMEA has long and short-term contracts and commitments with various wholesale power suppliers to supply energy, capacity
and transmission services to its members. These contracts vary in length and have flexible terms and cancellation provisions.
These contracts may be material to the financial statements.



NOTE 11 — RISK MANAGEMENT

IMEA is exposed to various risks of loss related to torts, theft of, damage to, or destruction of assets, errors and omissions,
workers compensation, and health care of its employees. These risks are covered through the purchase of commercial
insurance, with minimal deductibles. Settled claims have not exceeded coverage in any of the past three years. There were
no significant reductions in coverage compared to the prior year.

NOTE 12 — SUBSEQUENT EVENTS

On June 23, 2006 IMEA issued the Power Supply System Revenue Bonds, Series 2006 (2006 Bonds) in the amount of
$139,505,000. The 2006 Bonds were issued to fund a portion of the costs of IMEA's share of the:

1. Enhancements and improvements to an existing coal-fired generator, Trimble County Unit No. 1.
2. Development and construction of a new coal-fired base load generating facility, Trimble County Unit No. 2.
3. Construction of a transmission line for the City of Fairfield, llinois.
4. Construction of a new office complex for use by IMEA.
The 2006 Bonds have interest rates that range from 4.25% to 5.00% and a final maturity date of February 1, 2035.

On June 30, 2006, IMEA purchased land in the amount of $700,000 for the future site of a new administrative office in
Springfield, Illinois.
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Who We Are

For more than 20 years the focus of the Illinois Municipal Electric Agency has been on the reliable delivery of bulk power and energy to its
members at low and stable prices. IMEA is a not-for-profit unit of local government comprised of 40 municipal electric systems all across
Illinois. The Agency operates in two regional transmission organizations and sells 29 of its members all their wholesale power needs under
long-term power supply contracts. It backs its commitment to power supply excellence with a 24 hour-a-day, seven day-a-week operations
center staffed by highly skilled power supply professionals. In addition, IMEA provides engineering, communications, economic
development, legislative and regulatory services for its members. The Agency is governed by a board of directors appointed by its members.
A professional staff administers IMEAs day-to-day operations.
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Our Staff

Ronald D. Earl; General Manager and CEO Roger Poole, Superintendent of Power Services
Tammy Kesterson, Administrative Manager Angie Schmaljohn, Power Services Coordinator
Tammy Hall, Administrative Assistant Rob Wilson, Power Services Coordinator

Sandy Zepp, Secretary/Receptionist Kyle Specketer, Power Services Coordinator

Kevin Wagner, PE., Director of Engineering Jeff Stanley, Power Services Coordinator

Scott Robison, Staff Electrical Engineer Bob Childers, CPA, Director of Finance & Business
Mike Tintori, Engineering Technician Coordinator Cindy Evans, Senior Accountant

Rob Shuff, Engineering Technician Darren Hulskotter, Director of Information Services
Mike Genin, Director of Member Services Glenn Cunningham, Manager of System Development
Alice Schum, Director of Operations Phillip “Doc™ Mueller, Director of Government Relations
Amanda Ripperda, Manager of Power Supply & Compliance & Communications

David Hastings, Manager of Transmission Compliance Ed Cobau, Manager of Safety and Training
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