ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The lllinois Municipal Electric Agency (IMEA) is a body politic and corporate, municipal corporation and
unit of local government of the State of lllinois. IMEA was created in May 1984 under the provisions of
Division 119.1 of Article Il of the lllinois 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 through September 2035.

As of April 30, 2011, IMEA had 32 member municipalities, all of which have executed long-term power
sales contracts for the purchase of full requirements power and energy from IMEA. The termination date
for all of the power sales contracts with participating members is September 30, 2035. These members
participate in the IMEA owned generation facilities and pay rates sufficient to meet the obligations of
IMEA's bond resolution.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

The financial statements are prepared using the economic resources measurement focus and the accrual
basis of accounting. Under the accrual basis of accounting, revenues are recognized when earned and
expenses are recorded when the liability is incurred or economic asset used. Revenues, expenses, gains,
losses, assets and liabilities resulting from exchange and exchange-like transactions are recognized
when exchange takes place. IMEA uses the Uniform System of Accounts prescribed by the Federal
Energy Regulatory Commission.

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.

Preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America 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.
ASSETS, LIABILITIES AND NET ASSETS
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.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING PoOLICIES (cont.)

ASSETS, LIABILITIES AND NET ASSETS (cont.)

Allowance Inventory
Inventories consist of emission allowances and are valued at current market value. The emission
allowances are obtained from Florida Power and Light through the purchase of renewable energy
resources. As of April 30, 2011, IMEA decided to no longer sell the emissions credits due to low market
value.

Accounts Receivable and Allowance for Doubtful Accounts
Accounts receivable are stated at the amount billed to members and non-members. Allowance for
doubtful accounts is not considered necessary as the Agency has not historically experienced delays in
payments for service rendered.

Prepayments

The amount in prepaid items represents amounts paid which will benefit future periods and the Agency’s
payment for collateral for operating activities in the MISO and PJM transmission markets.

Restricted Assets
Mandatory segregations of assets are presented as restricted assets. Such segregations are required by
bond agreements and other external parties. Current liabilities payable from these restricted assets are so
classified.

Bond Interest Subsidy Receivable

This amount represents the accrued amount receivable under the Build America Bond Program which
provides a 35% subsidy for interest expense on the Series 2009 and 2010 revenue bond issues.

Utility Plant

Utility plant is generally defined by IMEA as assets with an initial, individual cost of more than $1,000 and
an estimated useful life in excess of one year, except for jointly owned assets. In these cases, utility plant
is capitalized based on policies defined by Louisville Gas & Electric Company and Prairie State
Generating Company.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING PoOLICIES (cont.)

ASSETS, LIABILITIES AND NET ASSETS (cont.)
Utility Plant (cont.)

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 Units No. 1 and 2 20 -53
Mobile generation 30
Land -
Land improvements 10
Office building 10-315
Office furniture and equipment 5
Supervisory control and data acquisition equipment 5
Winnetka 138 interconnect 30
Other equipment 5

Accrued Sick Leave

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

Other Liabilities

Other liabilities represent accrued sick leave, accrued property taxes payable, an estimate of the accrued
IRS arbitrage liability, and asset retirement obligation, (Note 7).

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.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING PoOLICIES (cont.)

OTHER REVENUES

Other revenues include revenues from Fairfield under its construction advance from IMEA (Note 9), a
management fee paid to IMEA by two state utility associations for co-sharing of staff and facilities.

BoOND SuBsSIDY REVENUE

The bond subsidy revenue represents 35% of interest expense on the 2009 and 2010 Build America
Bonds.

TAXES
IMEA is exempt from State and Federal income taxes.
RATES

Rates charged to members are evaluated annually by the Board of Directors and were increased on
January 1, 2010.

EFFECT OF NEW ACCOUNTING STANDARDS ON CURRENT PERIOD FINANCIAL STATEMENTS
The Governmental Accounting Standards Board (GASB) has approved GASB Statement No. 62,
Cadification of Accounting and Financial Reporting Guidance Contained in Pre-November 1989 FASB
and AICPA Pronouncements. IMEA has not determined the impact of this standard on the financial
statements and application of this standard may restate portions of these financial statements.

RECLASSIFICATIONS

Certain amounts in the prior year financial statements have been reclassified in order to conform to the
current year's presentation.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 2 — CASH AND INVESTMENTS

IMEA's cash and investments consist of the following:

Carrying Value as of

April 30 Associated Risks
2011 2010
lllinois Fund $ 45,278,144 $ 50,950,489 Credit and interest rate risks
Mutual funds 47,926,333 55,062,375 Credit and interest rate risks
Morgan Stanley and - 3,631,953 Custodial credit, credit, and interest rate
Company repurchase
agreement
U.S. treasuries 8,440,662 904,707 Custodial credit, credit, concentration of
credit, and interest rate,
U.S. agency securities 223,324,288 330,035,024 Custodial credit, credit, concentration of
credit, and interest rate
Petty cash 500 500 Not applicable
Totals $ 324,969,927 $ 440,585,048

IMEA's Trust Indenture 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
lllinois Funds.

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. Market values
may have changed significantly after year end.

Deposits in each local and area bank are insured by the FDIC in the amount of $250,000 for interest
bearing accounts and unlimited for non-interest bearing accounts as of April 30, 2011 and 2010.
Investments in The lllinois Funds are covered under securities pledged for all pool participants. The
difference between 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’s deposits may not
be returned to IMEA. At April 30, 2011 and 2010, 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.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 2 — CASH AND INVESTMENTS (cont.)

CusToDIAL CREDIT RISK (cont.)

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, 2011 and 2010, were considered to be in risk
category one (investments held in trust on behalf of IMEA), therefore, not subject to custodial credit risk.
IMEA's policy is to have all investment securities held by its agent in IMEA’s 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, 2011 and 2010 IMEA'’s investments were rated as follows:

Investment Type Standard & Poor’s Moody’s
U.S. agency securities AAA Aaa
Mutual funds AAA Aaa
lllinois Fund AAAM -
Morgan Stanley and

Company repurchase agreement Not rated* Not rated*

* The repurchase agreement was invested in U.S. treasuries, which are explicitly guaranteed by the U.S.
government.

IMEA's 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’s investment in a single
issuer.

At April 30, 2011 and 2010, IMEA's investment portfolio was concentrated as follows:

Percentage of
Issuer Investment Type Portfolio
2011 2010

Federal Home Loan

Mortgage Corporation  US Agency Securities - Implicitly Guaranteed 19% 15%
Federal Farm Credit

Banks Funding

Corporation US Agency Securities - Implicitly Guaranteed 13% 8%
Federal Home Loan

Bank US Agency Securities - Implicitly Guaranteed 22% 38%
Fannie Mae US Agency Securities - Implicitly Guaranteed 14% 13%

IMEA's 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.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 2 — CASH AND INVESTMENTS (cont.)

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, 2011, IMEA’s investments were as follows:

Maturity (In Years)

Investment Type Fair Value Less than 1 1-5 Over 5
U.S. agency securities $ 223,324,288 $ 127,215256 $ 33,942,726 $ 62,166,306
U.S. treasuries 8,440,662 8,070,204 370,458 -
Totals $ 231,764,950 $ 135285460 $ 34,313,184 $ 62,166,306

IMEA also has $47,926,333 invested in a mutual fund and $47,278,144 in the lllinois Fund with underlying
investments of U.S. Treasuries and U.S. Agency Securities as of April 30, 2011. The average maturity of
the mutual fund is 46 days and the lllinois Fund is 18 days.

As of April 30, 2010, IMEA'’s investments were as follows:

Maturity (In Years)

Investment Type Fair Value Less than 1 1-5 Over 5
U.S. agency securities $ 330,035,024 $ 185,989,988 $ 78,323,818 $ 65,721,218
U.S. treasuries 904,707 - 904,707 -
Morgan Stanley and Company
repurchase agreement 3,631,953 - 3,631,953 -
Totals $ 334571684 $ 185,989,988 $ 82,860,478 $ 65,721,218

IMEA also had $55,062,375 invested in a mutual fund and $50,950,489 in the lllinois Fund with
underlying investments of U.S. Treasuries and U.S. Agency Securities as of April 30, 2010. The average
maturity of the mutual funds was 42 days and the lllinois Fund was 34 days.

IMEA's investment policy states that investment securities should not mature later than the monies will be
needed for the respective use.

INVESTMENTS HIGHLY SENSITIVE TO MARKET CHANGES

At April 30, 2011 and 2010 IMEA did not hold any investments that are highly sensitive to market
changes.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 3 — JOINTLY-OWNED FACILITIES

TRIMBLE COUNTY UNIT NO. 1

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 2007C.
IMEA's share of the operating costs associated with this facility is included in the accompanying financial
statements.

TRIMBLE COUNTY UNIT NO. 2

Trimble County Unit 2 is a new pulverized-coal super-critical unit of 750 MW nominal net rating located
adjacent to the existing Trimble County Unit 1 which was placed into commercial operation on January
22, 2011. IMEA’s owns a 12.12% (approximately 91 MW) undivided interest as tenant in common in the
unit.

PRAIRIE STATE PROJECT

IMEA is part of the consortium known as the Prairie State Generating Company, LLC that is developing
the Prairie State Project. The project documents provide for the purchase of an undivided ownership
interest in the Prairie State Project by IMEA and the other project owners. IMEA owns a 15.17%
(approximately 240 MW) undivided interest in the project. The Prairie State Project is planned to be a
nominal 1,600 MW plant, utilizing two supercritical steam units of approximately 800 MW in size. The
Prairie State Project includes contiguous coal reserves and the development of a mine portal to supply
coal to the power plant. Construction of the power plant was approximately 76.9% complete at April 30,
2011. IMEA anticipates that one of the Prairie State units will be available for commercial operation in the
fourth quarter of 2011 and the second unit will be available for commercial operation in the third quarter of
2012.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS

April 30, 2011 and 2010

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 lllinois Funds. The fund's purposes and balances are summarized below.

To initially receive revenues and to disburse them to other accounts.

To provide funds to be applied to the payment of the costs of

To receive surplus funds after all other accounts are funded.

To accumulate any revenues in excess of the 10% debt service
be used to minimize rate

Fund Held By Purpose

Revenue IMEA

Operations and Maintenance IMEA  To pay operating and maintenance expenses.

Renewals and Replacements IMEA
renewals, replacements and repairs.

General Reserve IMEA

Rate Stabilization IMEA
coverage requirement which will
fluctuations in the future.

Acquisition Fund Trustee To maintain unspent bond proceeds that will be used for
construction projects.

Debt Service Fund Trustee

Debt Service Account

Debt Service Reserve
Account

To accumulate principal and interest associated with each bond
series.

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, 2011 and 2010.

Included in Current Assets:
Revenue
Operation and maintenance
Renewals and replacements
General reserve
Rate stabilization
General cash (not restricted by indenture)

Total Current Cash and Investments

Included in Restricted Investment Accounts:
Acquisition fund
Debt service
Debt service reserve

Total Restricted Investments

2011 2010
160 447
15,343,904 15,009,886
4,989,973 5,026,178
106,327 32,397
14,500,000 12,000,000
500 500
34,940,864 32,069,408
130,653,980 226,276,483
67,744,526 99,237,613
91,630,557 83,001,544
290,029,063 408,515,640
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 5 — CHANGES IN UTILITY PLANT

A summary of changes in utility plant for 2011 follows:

Additions/ Deletions/
Balance Reclassi- Reclassi- Balance
5/01/10 fications fications 4/30/11
Utility plant being depreciated
Electric plant —
Trimble County Unit No. 1 $ 105,732,132 % 1,889,685 $ (296,411) $ 107,325,406
Trimble County Unit No. 2 - 166,236,209 - 166,236,209
Mobile generation 4,879,804 298,435 (2,274,635) 2,903,604
Land* 700,430 - - 700,430
Office building 8,115,208 20,726 (2,405) 8,133,529
Office furniture and equipment 440,969 19,712 - 460,681
Supervisory control and data
acquisition equipment 1,974,832 84,664 - 2,059,496
Winnetka 138 interconnect 500,000 - - 500,000
Other equipment 541,318 50,165 (21,980) 569,503
Total Utility Plant in Service 122,884,693 168,599,596 (2,595,431) 288,888,858
Construction work in progress” 667,371,625 273,480,165 (161,406,495) 779,445,295
Total Utility Plant 790,256,318 282,039,881 (3,962,046) 1,068,334,153
Less: Accumulated depreciation
Electric plant —
Trimble County Unit No. 1 (49,433,347) (2,662,720) 296,410 (51,799,657)
Trimble County Unit No. 2 - (1,117,703) (1,117,703)
Mobile generation (1,883,255) (143,704) 1,095,609 (931,350)
Office building (638,026) (259,934) - (897,960)
Office furniture and equipment (249,685) (77,943) - (327,628)
Supervisory control and data
acquisition equipment (1,721,596) (103,113) - (1,824,709)
Winnetka 138 interconnect (227,778) (16,667) - (244,445)
Other equipment (351,224) (72,747) 9,891 (414,080)
Total Accumulated
Depreciation (54,504,911) (4,454,531) 1,401,910 (57,557,532)

Net Utility Plant $ 735,751,407

! _ Utility plant that is not being depreciated.

$1,010,776,621
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 5 — CHANGES IN UTILITY PLANT (cont.)

A summary of changes in utility plant for 2010 follows:

Utility plant being depreciated
Electric plant —
Trimble County Unit No. 1
Mobile generation
Land*
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 progress”

Total Utility Plant

Less: Accumulated depreciation
Electric plant —
Trimble County Unit No. 1
Mobile generation
Office building

Office furniture and equipment

Supervisory control and data
acquisition equipment
Winnetka 138 interconnect
Other equipment
Total Accumulated
Depreciation

Net Utility Plant

Additions/ Deletions/

Balance Reclassi- Reclassi- Balance

5/01/09 fications fications 4/30/10
$ 105,247,374 $ 696,919 $ 212,161 $ 105,732,132
4,879,804 - - 4,879,804
700,430 - - 700,430
8,097,034 118,454 100,280 8,115,208
434,260 10,049 3,340 440,969
1,867,238 107,594 - 1,974,832
500,000 - - 500,000
525,790 62,129 46,601 541,318
122,251,930 995,145 362,382 122,884,693
426,491,817 241,578,847 699,039 667,371,625
548,743,747 242,573,992 1,061,421 790,256,318
(47,046,694) (2,598,814) (212,161) (49,433,347)
(1,720,595) (162,660) - (1,883,255)
(386,212) (257,926) (6,112) (638,026)
(176,652) (76,373) (3,340) (249,685)
(1,611,347) (110,249) - (1,721,596)
(211,111) (16,667) - (227,778)
(315,233) (69,558) (33,567) (351,224)
(51,467,844) (3,292,247) (255,180) (54,504,911)

$ 497,275,903

! _ Utility plant that is not being depreciated.

$ 735,751,407
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

NOTE 6 — LONG TERM OBLIGATIONS

IMEA has issued the following revenue bonds:

Outstanding

Final Interest Original Amount
Date Purpose Maturity Rates Issue 4/30/11
June 23,2006  Capital improvements Feb. 1, 2035 4.250 — 5.000% $ 139,505,000 $ 135,270,000
Sept. 6, 2007 Capital improvements Feb. 1, 2035 4.000 — 5.250% 575,700,000 573,570,000
Sept. 6, 2007 Capital improvements Feb. 1, 2015 5.340 - 5.460% 29,660,000 29,660,000
Nov. 5, 2007 Refinance 1998 bonds Feb. 1, 2021 5.000 — 5.250% 51,360,000 41,565,000
Jul. 15, 2009 Debt service and capitalized Feb. 1, 2016 4.000 — 5.000% 10,040,000 10,040,000
interest
Jul. 15, 2009 Debt service and capital Feb. 1, 2015 4.160 - 4.880% 16,995,000 16,995,000
improvements
Jul. 15, 2009 Debt service and capital Feb. 1, 2035 5.328 - 6.128% 294,755,000 294,755,000
improvements
Nov. 30, 2010 Debt service and capital Feb. 1, 2035 2.473 - 7.288% 140,290,000 140,290,000

improvements

The annual debt service and sinking fund requirements of the remaining bonds to maturity are as follows:

Less Interest

Year Principal Interest Subsidy Total
2012 $ 8,795,000 % 64,784,263 $ 6,758,197 66,821,066
2013 23,675,000 68,784,973 6,758,197 85,701,776
2014 35,285,000 67,717,649 6,758,197 96,244,452
2015 36,960,000 66,016,019 6,758,197 96,217,822
2016 41,375,000 64,235,859 6,758,197 98,852,662
2017-2021 222,480,000 288,195,040 30,958,906 479,716,134
2022-2026 249,540,000 224,103,645 24,548,837 449,094,808
2027-2031 313,730,000 144,774,412 15,858,439 442,645,973
2032-2036 310,305,000 45,295,565 4,956,121 350,644,444
Totals $ 1,242,145000 $ 1,033,907,425 $ 110,113,288 $ 2,165,939,137

Repayment of the bonds is secured by a pledge of IMEA's revenues.
Long-term obligation activity for the year ended April 30, 2011 is as follows:

5/01/10
Balance

4/30/11
Balance

Due Within

Additions Reductions One Year

Revenue bonds $1,110,565,000 $ 140,290,000 $ 8,710,000 $1,242,145,000 $ 8,795,000

Unamortized premium 15,513,955 - 1,264,176 14,249,779 -
Unamortized loss on

advance refunding (4,274,701) - (675,095) (3,599,606) -
Other liabilities 2,264,400 1,892,859 486 4,156,773 -

Totals $1,124,068,654 $ 142,182,859 $ 9,299,567 $1,256,951,946 $ 8,795,000
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS

April 30, 2011 and 2010

NOTE 6 — LONG TERM OBLIGATIONS (cont.)

Long-term obligation activity for the year ended April 30, 2010 is as follows:

5/01/09 4/30/10 Due Within

Balance Additions Reductions Balance One Year
Revenue bonds $ 792,440,000 $ 321,790,000 $ 3,665,000 $1,110,565,000 $ 8,710,000
Unamortized premium 16,315,396 475,894 1,277,335 15,513,955 -

Unamortized loss on

advance refunding (5,000,379) - (725,678) (4,274,701) -
Other liabilities 1,743,914 533,245 12,759 2,264,400 -
Totals $ 805,498,931 $ 322,799,139 $ 4,229,416 $1,124,068,654 $ 8,710,000

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.

The scope of SFAS 143 includes future asset retirement obligation for the closure of an ash pond at the
Trimble County plant site and mine closure and mine reclamation at the Prairie State Generating facility.
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 Balance
5/01/10 Incurred Accretion 4/30/11

$ 838,291 $ 1,705,451 $ 27,292 $ 2,571,034
Balance Liabilities Balance
5/01/09 Incurred Accretion 4/30/10

$ 519,842 $ 292,457 $ 25,992 $ 838,291
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
April 30, 2011 and 2010

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 - This component of net asset consists 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:

2011 2010

Utility plant in service

Accumulated depreciation (57,557,532) (54,504,911)
Construction work in progress 779,445,295 667,371,625
Sub-totals 1,010,776,621 735,751,407
Less: Capital Related Debt
Current portion of capital related long-term debt 8,795,000 8,710,000
Long-term portion of capital related long-term debt 1,233,350,000 1,101,855,000
Unamortized debt issuance costs (10,275,382) (9,910,527)
Unamortized loss on advance refunding (3,599,606) (4,274,701)
Unamortized premium 14,249,779 15,513,955
Deferred asset — Fairfield (9,187,775) (9,392,575)
Sub-totals 1,233,332,016 1,102,501,152
Add: Unspent Debt Proceeds
Debt service reserve from borrowing 91,630,557 83,001,544
Debt service account 32,395,521 61,630,712
Capitalized interest account 35,349,006 37,606,901
Acquisition fund 130,653,980 226,276,483
Sub-totals 290,029,064 408,515,640
Total Net Assets Invested in Capital Assets,
Net of Related Debt $ 67,473,669 $ 41,765,895

$ 288,888,858

$ 122,884,693
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NOTE 8 — NET ASSETS (cont.)

The following calculation supports the amount of restricted net assets:

2011 2010
Restricted investments $ 290,029,064 $ 408,515,640
Less: Restricted Assets Not Funded by Revenues
Debt service reserve account (91,630,557) (83,001,544)
Debt service account (32,395,521) (61,630,712)
Capitalized interest account (35,349,006) (37,606,901)
Construction funds (130,653,980) (226,276,483)
Total Restricted Net Assets Not Funded by Revenues 290,029,064 408,515,640
Current liabilities payable from restricted assets (32,131,361) (15,830,822)
Total Restricted Net Assets as Calculated $ (32,131,361) $ (15,830,822)

Generally accepted accounting principals do not allow negative restricted net assets to be reported.
Therefore, no restricted net assets are reported if the calculation above results in a negative number.

NOTE 9 — DEFERRED ASSET

A portion of the proceeds of the Power Supply System Revenue Bonds, Series 2006 were advanced to
the City of Fairfield to construct a 138KV transmission line and substation facilities. The City of Fairfield
will repay the debt service associated with any advanced bond proceeds through monthly rates paid to
IMEA. The balance of this deferred asset as of April 30, 2011 and 2010 was $9,187,775 and $9,392,575,
respectively.

Deferred assets also include amounts chargeable to members for settlements of power costs.

NOTE 10 — EMPLOYEE RETIREMENT PLAN

IMEA's employees are covered by the lllinois Municipal Electric Agency Pension Plan, a defined
contribution money purchase pension plan with a 5 year vesting schedule. Benefit provisions and all other
requirements are established by the board of IMEA. 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, 2011, 2010 and
2009 were $681,000, $648,000, and $610,000, respectively. Total covered payroll for the respective
years was $2,722,000, $2,590,000, and $2,439,000.
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NOTE 11 — 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.

IMEA has signed construction contracts that continue into subsequent years, with remaining contract
amounts approximately $1,574,150 for Trimble County Unit No. 2 construction and $103,573,499 for the
Prairie State project construction. The value of the services provided and the corresponding liability as of
April 30, 2011 and 2010 has been accrued in these financial statements.

In the normal course of business, IMEA may be involved in various disputes with other parties. While
management cannot predict the ultimate outcome of these disputes, total exposure is not material to
IMEA's financial position or results of operation.

NOTE 12 — SIGNIFICANT CUSTOMERS

IMEA has one significant customer, who was responsible for 20% of operating revenue in both 2011 and
2010.

NOTE 13 — RiIsk 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 14 — SUBSEQUENT EVENTS

On June 1, 2011, IMEA began providing service to the City of Naperville. This service is expected to add
approximately 370 MW to IMEA’s peak demand.

IMEA has implemented new delivery service rates effective July 1, 2011. The new rates are projected to

increase the average cost per kwh by 1% for members with delivery voltage of 100kV and above, and
4% for members with delivery voltage of less than 100kV.
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