


A Message from the President & CEO and from the

Chairman of the Board

Utility Work Ahead.

For some of IMEA's Member municipalities, there has been utility
work ahead for more than a century — ever since the town put its old
lamplighter out of work and then rehired him (and two or three of
his neighbors) to string wire and mind the city’s electric generating
unit.

Of course, during the period from the turn of the 20t century to the
turn of the 218, much has changed for municipal electric utilities in
Illinois. Only one — Springfield — still is able to economically
generate its power supply 24-hours-a-day, seven days a week. The
others have power brought to the city gate and then distribute it to
their city’s customers.

IMEA is poised to begin its 30th year of service to the Illinois
municipalities that formed this joint action agency in 1984. Our job
is to get power to the city gates of our 32 municipal members.

(We also provide power to one electric cooperative.) To accomplish
our task, we plan, finance, own and operate facilities for

generation and we purchase wholesale power on their behalf.

Obviously, to the residents in IMEA communities across Illinois, the
work of our Member municipal electric departments is more visible
than the Agency’s. That is as it should be. But, though the joint
action agency is seemingly behind the scenes (and very rarely
behind a big orange sign), IMEA plays its part in providing reliable
electric service to the residential, commercial and industrial
accounts our Members serve.

Fiscal year 2012-13 was indeed a good one for IMEA.

Two nominal 800 MW super critical generating units at the Prairie
State Generating Company began commercial operation. IMEA owns
a15.17 percent share of the outpu.

IMEA had its best year ever in terms of revenue earned and number
of kilowatt hours sold. In fact, this past fiscal year, IMEA became one
of the top ten joint action agencies in the United States as measured
in terms of annual revenue.

In addition, we provided our Members with educational
opportunities, assistance with their economic development efforts,
an electric efficiency program and legislative advocacy at the state
and federal levels.

This annual report will detail those — and other — accomplishments.
IMEA achieved much this year and indeed in each of its first 29 years
of existence. But there always has been, always is, and always will be
Utility Work Ahead for IMEA and its Member municipal electric
systems. In a time when many private-sector firms — even some in
the utility services industry — are keenly focused on the most
profitable and well-timed exit strategy, IMEA and its Members still
believe in providing for the long-term interests of our communities.
That's because we are formed to be of service to the public

that created us.

For us, there is always Utility Work Ahead. Why? Because our IMEA
Member communities demand it and deserve it. IMEA and all its
Member utility service systems are honored and proud to provide
good service to our customers. We are humbled by the trust they've
placed in us. And we welcome the opportunity to do more good work.
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Who We Are

The Illinois Municipal Electric Agency (IMEA) is a not-for-profit unit of local government comprised of 32 municipal electric
systems and one electric cooperative from across Illinois. Each of those communities owns and operates its own electric distribution
system. Some operate local power generation plants.

Since its creation 29 years ago, the focus of the IMEA has been on the reliable delivery of bulk power and energy to its Members at
low and stable prices. IMEA combines the power needs of all of its Members and secures the electricity necessary to satisfy those
needs. The Agency sells its municipal Members and one co-op all their wholesale power needs under long-term power supply
contracts.

To accomplish this goal, IMEA has assembled a portfolio of power supply ownership and contracts. These include the ownership of a
portion of large power plants in Kentucky and Illinois, a long-term power supply contract with a major power marketing company,
additional smaller power contracts with other power suppliers, and purchases from the market when that is an economical option.
IMEA also uses the power plants owned and operated by our Members to meet the membership’s needs from time to time.

IMEA 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, energy

efficiency, legislative and regulatory oversight services for its Members.

The Agency is governed by a board of directors appointed by its Members. A professional staff administers day-to-day operations.
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Ten Year Comparative Summary of Operations

FOR THE YEARS ENDED APRIL 30, 2013 2012 2011 2010
Operating Revenues:
Electric Sales to Participating Members $293,252.375 $269,710,862 $166,474,951 $148,999,323
Electric Sales to Non-Participating Members 0 0 0 0
Electric Sales to Others 9,191,496 9,081,678 9,079,342 8,876,865
Member Assessments 0 0 8333 10,000
Other 2,038,994 1,867,134 1,272,067 1,521,276
Total Operating Revenues 304,482,865 280,659,674 176,834,693 159,407 464
Operating Expenses:
Purchased Power 121,189,265 167,998 413 99,499,201 105,434,390
Transmission 19,839,895 23,747,840 14,924,800 14,049,221
Prairie State and Trimble County Unit #1 and 2:
Fuel 35,127,223 23,540,732, 14,152,031 7,838,048
Operations and Maintenance 20,463,752 8,331,479 5,786,808 5,859,538
Member Payments:
Fuel Reimbursements 1,423,755 2,083,846 1,236,692 995,589
Capacity Payments 9,204,193 9,334,291 9,309,573 9,281,064
Generation Payments 3,357 17,866 5,799 2,997
Administrative and General 7,084,137 7,320,757 6,781,113 6,114,056
Depreciation 27,081,063 7,796,362 4454 531 3,291,971
Other Utility Operations 1,169,848 970,795 869,565 1,107,938
Total Operating Expenses 242,586,488 251,142,381 157,020,113 153,975,412
Net Operating Income 61,896,377 29,517,293 19,814,580 5,432,052
Other Expenses - Net (46,421,103) (11,471,707) (5,667,893) (3,580,580 )
Net Income Before Special Item $15,475,274 $18,045,580 $14,146,687 $1,851,472
Special Item $0 $0 ($1,179,024) $0
Change in Net Position $15,475,274 $18,045,586 $12,967,663 $1,851,472
Peak Demand (Non-Coincident kW) 1,084,464 1,063,494 649,186 608,019
Kilowatt-Hour Sales to Participating Members(kWh) 4,135,520,775 3,910,906,019 2,591,542,077 2,415,241,184
Kilowatt-Hour Sales to Non-Participating Members(kWh) 0 0 0 0
Kilowatt-Hour Sales to Others(kWh) 115,139,111 112,278,126 117,881,804 121,424,791
Cost per kWh to Participating Members (Cents/kWh) 7.09 6.90 0.42 6.17
Cost per kWh to Participating Members after
Capacity Payments (Cents/kWh) 6.87 6.66 6.06 5.78
Debt Service Coverage after Rate Stabilization Transfer 113% 119% 113% 148%
Principal Paid on Revenue Bonds $23,675,000 $8,795,000 $8,710,000 $3,665,000
Revenue Bonds Outstanding $1,209,675,000 $1,233,350,000 $1,242,145,000 $1,110,565,000
Net Position $110,308,406 $94,833,132 $76,787,546 $63,819,883



2009 2008 2007 2006 2005 2004

$146,290,958 $140,222,832 $101,362,681 $107,605,194 $91,690,145 $87,225,675
0 0 0 863,087 9,149,858 10,032,837
2,630,952 3284 0 0 207,490 520,398
10,000 10,000 28,500 40,667 37,333 38,000
1,221,779 1,155,131 369,710 228,309 104,278 4366
150,153,689 141,391,247 101,760,891 108,737,257 101,189,104 98,421,276
95,326,413 92,125,794 54,127,374 56,786,957 54,865,563 54,211,119
11,590,389 10,277,107 6,657,441 6,464,926 8,810,941 8,745,400
11,099,921 7,498 448 7,892,265 7,038,616 6,600,569 5,714,501
4,532,103 4,226,640 3,511,622 3 473,196 2,967,968 2,757,950
1,866,252 1,507,892 2,358,057 6,227,758 753,310 567,572
9,263,030 9,527,462 10,159,631 10,450,580 10,856,959 10,581,245
4719 15,297 32,547 121,835 11,225 37,307
5,774,665 5,112,890 4474511 3,872,102 3,337,937 3,185,806
3,433,007 3,245,737 3,129,115 3,242,803 3,133,520 3,063,809
633,090 613,600 598,955 855,049 540,232 387,280
143 524,249 134,150,867 92,942,118 98,533,822 91,878,224 89,251,989
6,629,440 7,240,380 8,818,773 10,203,435 9,310,880 9,169,287
(3,243,851 ) (2,546,837 ) (1,912,322) (3,191,010) (3,913,347 ) (4,466,022)
$3,385,589 $4,093,543 $6,906,451 $7,012,425 $5,397,533 $4,702,665
$0 $0 $0 $0 $0 $0
$3,385,589 $4,093,543 $6,906,451 $7,012,425 $5,397,533 $4,702,665
615,849 626,716 511,245 539,263 494,631 502,697
2,525,506,187 2,661,927,064 2,087,270,895 2,112,121,734 1,891,104,971 1,799,826,165
0 0 0 32,085,000 327,645,119 363,560,710
38,254,057 0 0 0 14,656,000 37,866,000
5.79 5.27 486 5.09 485 485
5.43 491 437 460 4.27 4.26
138% 139% 168% 156% 122% 123%
$3,485,000 $3,365,000 $2,985,000 $6,485,000 $6,170,000 $5,885,000
$792,440,000 $795,925,000 $196,650,000 $60,130,000 $66,615,000 $72,785,000

$61,968 411 $58,582,822 $53,889,279 $46,982,828 $39,970,403 $34,572,870



\ Our Mission

The mission of the IMEA is to provide Member communities with quality utility
2 ' services in a reliable, cost-effective and environmentally sensitive manner.

Utility Work Ahead

Often you must have seen them, those orange signs in the
berm or — worse — blocking the lane ahead of you on the road.
Those Utility Work Ahead signs alert you to tree trimming,
scheduled line maintenance, or, after a storm, to crews out
restoring power. Many days, however, you can drive to and from
work, run your errands and cart your children to their
after-school events and not see a single Utility Work Ahead sign.
Of course that doesn’t mean that there is no utility work being
done that day. Manufacturing, procuring and delivering
electricity is a 24-hour-a-day, seven-days-a-week, 365-days-a-
year job. That means — signs or not — there is always Utility
Work Ahead.

The Illinois Municipal Electric Agency is honored to be a part
of that work and a part of a team of dedicated public servants
in 32 Illinois municipalities and one electric coop that deliver
superior electrical services to their commercial, industrial and
residential customers (their owners) at every minute of the day
and night. Along with the men and women at the local electric
utilities, we welcome the challenge and opportunities
associated with there always being more Utility Work Ahead.

The IMEA and its Work

The IMEA is a joint action agency formed in 1984 by its
member municipalities in accordance with the provisions of
the Illinois Municipal Code. Its stated purpose is to jointly plan,
finance, own and operate facilities for the generation and
transmission of electric power and energy to provide for the
current and projected energy needs of the purchasing Members.
Thirty-two municipalities and one rural electric cooperative
comprise the membership of the IMEA.

In simple terms, the Agency’s job is to produce or secure power
for its Members and provide for that power to be delivered to
the city gates. IMEA fulfills this part of its mission through
ownership shares of generation facilities, through long-term
and short-term power services contracts, and by working on
Members’ behalf on distribution agreements and transmission

Generating and Procuring Power

for Members

In fiscal year 2012-13, IMEAS sales to participating members,
which includes sales to RECC, was a little less than 4,250,660
MWh, but projections show that the load may grow to as much
as 4,470,000 MWh by 2016.

In terms of owning and purchasing power for its Members,
IMEAs strategy is to diversify its sources. Power markets
fluctuate. For some periods, ownership is the more cost effective
way of procuring power. For other periods, such as FY2012-13,
purchasing power on the market is more cost effective. Rather
than attempt to outguess the market, IMEA employs a mix of
ownership, long-term power purchasing contracts and
short-term market purchases. This strategy can mean that
IMEAs mix of resources does not always yield the lowest prices
for Members, but it practically assures that rates will not spike
severely due to market volatility. Rather, a mixed portfolio of
resources is designed to keep energy rates for our Members in a
range that is somewhere comfortably between the market’s
price extremes. This allows our Members to have some ability
to forecast their power supply’s future cost.

For fiscal year 2012-13, about 44 percent of IMEA's power
supply requirements were met by IMEA-owned or Member-
owned generation resources. The other 56 percent came from
long-term, cost-based contracts; other long-term power
contracts; short-term contracts; and market purchases.

IMEA 2013 Portfolio of Generated and
Purchased Power Supply
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Power Generation

On November 2, 2012, the second of two nominally net rated
800 MW supercritical units at the Prairie State Generating
Company began commercial operation at this mine-mouth,
coal-fired generating station in southern Illinois. Prairie State
Unit 2 joined Unit 1, which began commercial operation on
June 6, 2012.

IMEA is one of eight Midwestern-based public power utilities
with an ownership interest in this facility. IMEA's share is 15.17
percent, which represents more than 240 megawatts of the two
units’ combined generating capacity.

The commercial operation of Prairie State marked a major
milestone for IMEA, which committed to the Prairie State
project in 2007. Prairie State gives the IMEA and its co-owners
a secure source of base-load power with more than 30 years’
worth of coal reserves, with the aim of providing municipal
customers with steady, affordable rates for decades.

The Prairie State campus features an investment of more than
$1 billion worth of best available control technology to create
the cleanest coal-fueled power plant in Tllinois and one of the
cleanest in the world. Prairie State’s emissions equipment
removes 98 percent of nitrogen oxide (NOy), more than 98
percent of sulfur dioxide (SO,), more than 99 percent of
particulate material (PM) and more than 95 percent of
mercury, which are the top four monitored emissions. This
responsible and forward thinking design means that the plant
is in compliance with all existing emissions regulations.

IMEA also owns 12.12 percent of the Trimble County 1 and
Trimble County 2 generating facility located between Louisville
and Cincinnati. Trimble County 1 is a 514 MW coal-fired
combustion unit, and Trimble County 2 is a 750 MW
supercritical, pulverized coal-fired unit.

In addition to the Prairie State and Trimble County facilities, in
times of emergency — or when it is economically advantageous —
the IMEA can call on dozens of Member-owned and Agency-
owned diesel and natural gas-fired generating units.

The two 800 MW supercritical, coal-fired generating units at the
Prairie State Generating Company began commercial operation
in Fiscal Year 2012-13.

Though coal-fired units such as the ones at Trimble County 7
and Prairie State are a major source of IMEA's base load power

for now and into the future, the Agency has committed to a

diversified energy portfolio. In 2009, the IMEA Board of

Directors adopted a policy that directs the Agency to acquire
approximately five percent of its energy requirements from

renewable resources. Toward that goal, IMEA has entered into a
long-term contract to purchase 70MW of wind energy from the
Lee-DeKalb wind project owned by FPL Energy Illinois Wind,

LLC. The contract runs to 2030.

Power Purchases

The IMEA has executed procurement contracts that are
supported by a mix of coal-fired and natural gas-fired units.
These contracts offer a measure of price stability for the Agency
and its Members.

In addition, IMEAs Operations Department makes purchases
and sales in the day-ahead and in the hourly markets in the
Midcontinent Independent System Operator (MISO) and the
Pennsylvania, Jersey, & Maryland (PJM) Regional Transmission
Organizations (RTOs). The use of these markets ensures that
Member agencies have access to power when demand is high
and gives the IMEA the opportunity to sell power to the grid
when it is not needed by Members.

Optimizing Resources,
Managing Transmission
Congestion and
Seizing New Energy
Procurement
Opportunities

As part of the fiscal year 2013-14 budget
discussions, the IMEA board agreed to add to the
IMEA staff the new position of Manager of Energy
Markets & Settlements. IMEA anticipates hiring a
manager by midway through the fiscal year who

will work toward realizing a number of opportunities
that now present themselves to the Agency.

IMEA has grown dramatically over the past
few years. As recently as 2010, IMEA earned
nearly $180 million per year in revenues. With the additions of
Naperville and Red Bud as full-requirements Members and with
the Rural Electric Convenience Cooperative as a power purchaser,
IMEA is now approximately a 1,050 MW system with annual
revenues of $304 million.

As of 2013, those annual revenues put IMEA within the top 10
joint action agencies in the U.S. in terms of annual revenue.



8  Inaddition to the member load and revenue growth, IMEAhas  Operational and Technical
seen a substantial change in resource structure and regional Su p port

transmission organization market compliance obligations.
. Many IMEA departments work together to offer Members
Over the past few years, the hourly, daily, monthly and annual , _ ,
state-of-the-art operational and technical services.

RTO obligations have continued to grow with the additional
responsibilities and market structure changes that MISO and

PJM have added to comply with Federal Energy Regulatory o perations
Commission (FERC) directives. These functions include IMEA maintains a 24-hour-a-day, seven-day-a-week, state-of-
expansion of the Midcontinent Independent System Operator the art Operations Center staffed by highly skilled power supply
RTO service territory with Entergy’s arrival in December 2013, professionals. The Operations Department alerts local officials
the three-year forward looking capacity market in the PJM of power dips and outages and works with the Members and
interconnection RTO and the new annual capacity market in representatives from investor-owned utilities serving the area to
MISO, not to mention all of the RTO Web site/portal identify the exact location of downed lines or malfunctioning
requirements that keep IMEA staff busy. equipment and rectify the problem. In extreme conditions,
IMEA Operations Center staff will alert the coordinators of the
Asignificant change since 2010 is that, with the addition Ilinois Municipal Utilities Association’s Mutual Aid Program to
of the Prairie State units, IMEA now owns nearly 400 MW send volunteer crews from other Member municipalities to help
of base-load, long-term resources. These need to be an IMEA Member community restore power.

strategically placed in the markets for annual and
monthly capacity value, as well as being evaluated daily
and hourly in the energy markets.

IMEA staff members have worked alongside top consultants to
find ways to optimize the short- and long-term utilization of
these new and existing IMEA resources and contracts. The
Agency has made considerable progress, but there is still
work to do.

IMEA is now an industry leader, and is committed to
continue offering industry leading services to its Members.

Exploring and taking advantage of market and resource

management opportunities is one such service. Working out of the state-of-the-art IMEA Operations Center, the
IMEA Operations Department makes purchases and sales in the
day-abead and in the hourly markets and also monitors all IMEA
dedicated generating units and Member delivery poinis in order
to alert local officials of power dips and outages.

Engineering

IMEA electrical engineers and technicians supplement the work
of IMEA Members’ engineers and electric department personnel.
They assist the Members with such tasks as preparing emission
reports, stack-emission analyses, coordination of delivery point
improvements and preventive maintenance activities, load flow
studies, power factor improvement recommendations and key
account customer support (such as meter testing, programming
and power quality surveys). Over the past year, IMEA engineers
have worked extensively to assist in the installation of new diesel
generators or the retrofitting of existing diesel generators to meet
the U.S. Environmental Protection Agency’s new National
Emissions Standards for Hazardous Air Pollutants (NESHAP)
regulations. When those regulations took effect in May 2013, all
Member dedicated generation was either compliant or nearing
compliance.




IMEA Electrical Engineer Tanner Jones checks the performance of a
diesel generating unit in Sullivan, linois.

Legal

IMEA employs a full-time General Counsel to manage the legal
and regulatory aspects of the Agency’s corporate, governmental and
utility industry activities and contracts that underlie almost every
service the Agency provides for its Members. The General Counsel
also advises the President & CEQ, IMEA Board and staff on legal
and regulatory matters and manages specialized outside counsel
when required by the Agency.

IMEA hires outside legal counsel from time to time to provide
advice and/or representation to the Agency in connection with
specialized legal matters. For example, IMEA may engage outside
counsel: (1) to conduct various transactions and documentation
required when IMEA issues bonds, especially tax-exempt bonds,
which require specialized knowledge and skill in addressing
matters involving the rules and regulations of the Internal Revenue
Service of the United States government; (2) to provide advice and
representation in connection with environmental laws, regulations
and proceedings involving the state or federal Environmental
Protection Agencies; (3) to represent the Agency’s interests before
the Federal Energy Regulatory Commission, including matters
involving rates and charges, terms and conditions of service,
practices and standards governing transmission services that the
Agency purchases from regulated providers, or to represent the
Agency’s interests on matters involving a regional transmission
organization and the Agency’s market purchases of capacity and
energy; and (4) to represent the Agency in litigation before state

or federal courts when required to enforce or protect the

Agency’s interests.

In addition to performing all the legal work the Agency requires,
IMEAS on-staff legal counsel serves as a resource to IMEA member
communities, often providing assistance on such questions as
territorial service rights and retail customer choice under Illinois’
deregulation statutes.

Working to Influence and
Comply with Regulatory

and Legislative Issues

The IMEA finds itself either directly subject to (or concerned with)
a number of laws, regulations and standards established by such
authorities as the North American Electric Reliability Corporation
(NERC), the Federal Energy Regulatory Commission (FERC) , the
Environmental Protection Agency, the Illinois General Assembly
and the U.S. Congess.

The IMEA works to ensure its compliance with current laws and
regulations, and, in some instances, the Agency helps Members
with their compliance efforts. The IMEA also supports advocacy
efforts for establishing responsible public policy on energy issues.

Reliability and Regulatory

Compliance

IMEA is registered with the North American Electric Reliability
Corporation (NERC) under two of NERC’s eight regional entities:
Reliability First Corporation (RFC) and Southeast Electric
Reliability Corporation (SERC). IMEA is registered with RFC and
SERC as a Purchasing-Selling Entity (of energy, capacity and
interconnected operations services) and as a Resource Planner
(responsible for having a long-term plan for resource

adequacy). IMEA is also registered as a Distribution Provider,
Load-Serving Entity and Transmission Owner on behalf of certain
municipal Members depending on those Members’ assets owned
and load served (that is, if they are interconnected to the grid at
100 kV or above and serve a peak load greater than 25 MW).
This is referred to as a Joint Registration Organization (JRO)
Member. IMEA must monitor each individual Member’s status to
determine the need to update its registration status.

RFG and SERG have individual Compliance Monitoring and
Enforcement Program schedules that require IMEA to periodically
submit Self-Certifications and/or Data Submittals. These address
IMEAs status of compliance with numerous NERG reliability
standards that apply to one or more of IMEAs registered functions.
Lead responsibility for compliance typically falls to the IMEA
Operations Center, IMEAS Engineering Department and/or
individual JRO Members (currently Highland, Naperville, Princeton
and Winnetka). In addition to scheduled compliance submittals,
IMEA diligently monitors NERC, RFG and SERG requests for
additional compliance information.



10  Once aproposed reliability standard is approved by NERC and
FERC, IMEA monitors the implementation period in order to
assure compliance processes are in place.

On top of complying with reliability standards that have been
approved by NERC and FERC, IMEA continually monitors NERC,
RFC and SERC development of new reliability standards and revi-
sion of existing reliability standards.

In addition to reviewing these proposals for potential impact on
IMEA and Member interests and compliance obligations, IMEA
interacts with the American Public Power Association (APPA), the
Transmission Access Policy Study Group (TAPS) and other industry
groups to collaborate on influencing how these reliability standards
are developed.

2013 NERC Audits Give
IMEA High Marks

IMEA underwent two NERC Audits in Fiscal Year 2012-13 and
emerged from both with “No Findings” from the audit teams,
meaning that the audit team found no possible violations
by IMFA and its Joint Registration Organization

(JRO) Members, with the exception of a potential

violation that IMEA self-reported before the audit
and which has since been remedied. The clean audits
were the result of much preparation, including a gap analysis
of its compliance program in 2010 and a mock audit in 2012.

NERC 693 Compliance Audit

An audit of IMEAs compliance with operations and planning
reliability standards (referred to as a 693 Audit, based on the

FERG order approving the NERC standards in 2007) was initiated
on October 23, 2012 and concluded on January 22, 2013.

Each NERC standard contains requirements and sub-requirements
that specify the details that need to be met for compliance. The
purpose of these requirements is to achieve NERC's statutory
mandate to ensure the reliability of the bulk electric system.

The 693 standards fall into 14 broad areas, including such
areas as:
o Critical Infrastructure Protection;
e Facilities Design, Connections, Maintenance and
Transfer Capabilities;
o Modeling, Data, and Analysis; and
 Protection and Control.

IMEASs registration with NERC requires it to undergo a compliance
audit every six years. The January audit was the first audit of the
Agency for adherence to the NERC 693 Reliability Standards that
apply to IMEA and its JRO Members.

A team of IMEA staff members, as well as employees of IMEAS JRO
Members, cooperated to prepare for wo NERC audils in fiscal year
2012-13. Both audils concluded that there was no evidence of non-
compliance with the federal standards on bebalf of IMEA and its JRO
Members. Shown here are IMEA Vice President of Operations Alice
Schum, Vice President of Engineering Kevin Wagner, Vice President &
General Counsel Troy Fodor, Direclor of Reliability & Regulatory
Compliance Bob Thomas, Electrical Engineer Tanner Jones and
President & CEO Kevin Gaden.

Based on the quality of evidence submitted by IMEA over the
months prior to the audit, the audit team from NERC's Reliability
First Corporation reduced what was to be a nearly weeklong onsite
process to a one-day audit session.

At the conclusion of the onsite portion of the audit, auditors
presented the Agency with an exit briefing explaining that the team



did not discover areas of non-compliance based on the evidence
presented by IMEA and reviewed by the audit team, although the
team did note one Open Enforcement Action concerning the
implementation of transmission protection system maintenance
and testing. That possible violation had been self-reported by the
Agency prior to the audit, and IMEA had already demonstrated
corrective action had been completed.

The audit team made six recommendations for the Agency to
implement for program refinement, and these are being

implemented.

NERC Critical Infrastructure Protection

(CIP) Audit

As part of its registration with NERC, IMFA and its JRO Members
must comply with certain Critical Infrastructure Protection (CIP)
Reliability Standards that address cybersecurity.

Each year, IMEA and the JRO members must conduct a risk-based
assessment to determine whether any assets are owned that could
adversely affect the reliability of the bulk electric system if those
assets were destroyed, degraded or rendered unavailable. These
assessments over the past five years have determined that neither
IMEA nor its JRO Members own such critical cyber assets.

An audit of IMEA compliance with the CIP standards was initiated
on March 19, 2013, and concluded on June 25, 2013. An audit
team from NERC’s Reliability First Corporation assessed IMEA's
risk-based assessment methodology and assessment results over the
last five years. The audit team determined that there were no
findings from the audit (that is, that there were no areas of
non-compliance).

This was the first CIP audit of IMEA since compliance with the CIP
standards became effective in 2008. The audit team complimented
IMEAs compliance efforts and participation during the CIP audit,
and commented it “observed strong communication and
coordination between IMEA and their member municipals.”

While IMEA is pleased with the audit results, it is already preparing
for a new version of CIP standards, which have been approved by
NERC and will soon be approved by the FERC. These new CIP
standards will expand IMEAS cybersecurity obligations by including
other categories of assets in order to minimize potential
vulnerabilities to the nation’s bulk electric system.

Legislative Advocacy

In conjunction with its affiliation with the American Public Power
Association (APPA) and through its association with the Illinois
Municipal Utilities Association (IMUA), the IMEA tracks state and
federal legislation and regulations that affect its Members, provides
regular alerts and engages in timely lobbying efforts. Recent issues
included work on:

o The formation of regulations concerning the National
Emissions Slandards for Hazardous Air Pollutants
(NESHAP) for Compression Ignition Reciprocating nternal
Combustion Engines (RICE), which went into effect in May
2013 in a manner that was generally favorable to IMEA
Members and for which they were well prepared.
Preservation of tax-exempl financing. Under the President’s
Fiscal Year 2014 Budget Proposal, the tax deduction for
municipal bonds would be capped at 28 percent. With limits
on the tax-exempt nature of municipal bonds, local capital
construction projects and critical infrastructure projects would
become much more expensive, and many would be delayed or
abandoned. IMEA, in conjunction with the American Public
Power Association, continues to monitor legislation
threatening tax-exempt financing and to educate lawmakers
on the necessary benefits of tax-exempt financing for units of
local government.

Advocacy o prevent further culs lo Build America Bond
Dpayments lo IMFA and other public entities. Under the
federal sequester practices that went into effect in March 2013,
IMEA stood to lose more than $850,000 of direct payments for
the year from the federal government for the Build America
Bonds the Agency issued to help finance the construction of
Prairie State. IMEA staff directly approached the members of
the Tllinois congressional delegation, arguing that Section
6431 of the Internal Revenue Code does not give discretion to
the Treasury Secretary to adjust the payment on Build America
Bonds. Unfortunately, these cuts are part of many larger cuts
across the board, and a solution seems to be tied to some
overall budget agreement, yet to be negotiated by Congress.
IMEA, through its management of the Illinois Municipal
Utilities Association, continues to work with the American
Public Power Association and other groups representing the
interests of Build America Bond issuers.

Through the Tllinois Municipal Utilities Association, 50 people
representing 18 IMEA communities took part in the American
Public Power 2013 Legislative Rally in March to meet with
representatives of Congress to discuss issues such as tax-exempt
financing and remind these national leaders of the benefits of
municipal power.

On the state level, IMEA worked to prevent unwarranted changes to
the Open Meetings Act and the Freedom of Information Act and
supported an as yet unsuccessful effort to allow for a slight
surcharge on wireless carriers to help fund emergency services.

11
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Working to Provide Value-Added

Services
In addition to providing its member communities with operational,
technical, regulatory compliance and advocacy support services,
IMEA helps its Member utilities and their communities in a
number of other ways. Among them are:
* Aiding economic development efforts with Member systems;
e Training of utility department personnel through the Tllinois
Municipal Utilities Association; and
e Delivery of an electric efficiency program for all
Member systemns.

Economic Development

[
-

The City of Roodhouse asked IMEA to help facilitate remediation
of environmental issues that threatened development at a site
(left photo). As a result, Dollar General built a new store on

the site (right).

It’s no surprise that municipalities that have maintained their own
electric utility departments — some for more than 100 years —
sometimes leverage their outstanding reliable and predictably
priced electric service to aid with their economic development
efforts. When asked, IMEA staff assists member municipalities with
their economic development efforts. In the City of Roodhouse, a
community of about 2,300 people in Greene County, municipal
officials worked with the IMEA to facilitate the remediation of
environmental issues at a site that threatened development. As a
result, Dollar General built a new store on the site, which opened in
February 2012. The new business has spawned renewed interest in
other nearby available facilities.

In fiscal year 2012-13, the City of Oglesby announced the
construction of two new businesses in the LaSalle County town of
about 3,700 people. Plans for a new Love’s Travel Stops & Country
Store were announced in 2012 and site work was begun in July
2013. The new travel plaza will include a Hardee’s restaurant and a
tire repair shop. The city is also preparing for the construction of a
new County Market supermarket, which is expected to break
ground in 2013.

The city’s effort to attract the County Market was spearheaded by
Mayor Don Finley who refused to let potential developers overlook
the city’s advantages, including an ample and able workforce;
proximity to interstate, rail and barge transportation; and a ready

infrastructure that includes a reliable, municipally owned electric
utility.

Electric Efficiency Program

The Agency’s Electric Efficiency Program began in 2009, with a
program that provides funds to go toward the purchase and
installation of energy efficient technologies for IMEA Members and
their commercial and industrial electric customers. The program
helps cities and their customers reduce their electric demand and
their electric consumption and therefore reduce the Members’
wholesale power costs. This allows Members to shift dollars for
other needs and to enhance their economic climate by making
utility costs more affordable for established and potential
businesses. Examples of projects that qualify for incentives include
the installation of light-emitting diode (LED) street lights and
lighting systems; replacement of inefficient industrial motors with
more energy-efficient and variable-speed versions; installation of
geothermal or other high-efficiency Heating, Ventilation and Air
Conditioning (HVAC) systems; and, the installation of a variety of
“smart-grid” and power-factor improvement equipment.

As of July 2013, 145 energy efficiency projects had been completed
since the start of the program. Member municipalities and their
commercial and industrial customers are estimated to have
reduced energy consumption by more than 14.8 million kWh
annually.

In August 2011, IMEA began what has become a three-year,
$300,000 commitment to the Recycle My Fridge program,
aimed at taking residents’ secondary refrigerators off the grid.
The IMEA administers the program in conjunction with the
Appliance Recycling Centers of America (ARCA), Inc. Residents
served by an IMEA Member utility can easily get rid of an old
refrigerator or freezer taking up space in the basement or
garage and receive a $35 prepaid card for doing so.

From August 2011 through July 2013, residents in IMEA
Member communities recycled 763 refrigerators and freezers,
realizing an estimated annual energy savings of nearly

1.2 million kWh annually.

St. Charles and Naperville
Sites Chosen for
Energy Storage
Demonstration Projects

Gity-owned facilities in St. Charles and Naperville
are taking part in energy storage demonstration

- . projects that are anticipated to help ease the
burden on the electric grid during the hottest hours of the summer.



The IceBear is installed at the City of Naperville’s Water Service Center
in May 2013

The cities announced in December 2012 that they would be
working with Verde Energy USA to launch these energy efficiency
projects. Verde invested the funds necessary to purchase and install
new air conditioning units, as well as Ice Energy’s “Ice Bear” ™
technology, a smart grid-enabled distributed energy storage system,
at St. Charles” Municipal Water Treatment Laboratory building and
at Naperville's Water Service Center. The units were installed in
May 2013.

The Ice Bear relieves the workload on an air conditioner’s
conventional condensing units. It shifts air conditioning electrical
power demand to off-peak hours by using water to make ice at
night, when the electric grid is generally unstressed. Then, during a
hot summer day, when demand goes up and electric prices may be
higher, the melting ice provides the cooling that otherwise would
have to come from the air conditioner’s compressor. At the end of
the day, the melted water is then recycled through the system and
the ice making processes begins again at night. The result is lower
energy costs and increased electric grid reliability.

The relationships between Verde and the cities of Naperville and St.
Charles came about after Verde reached out to the IMEA to help
find suitable demonstration sites at city buildings in northern
Hlinois cities with municipal electric departments. The cities and
the IMEA will monitor the progress of these demonstration projects.
Any actions that St. Charles and Naperville take that result in
reducing peak demand and that demonstrate innovative energy
efficiency measures will not only allow customers to test the state of
the art, but will also help to transfer that opportunity to all utility
customers in those cities.

Association and Agency
Management

Under Management Services Contracts that continue through the
end of this decade, IMEA manages the Illinois Public Energy
Agency (IPEA) and the Tllinois Municipal Utilities Association
(IMUA).

Formed in 1948, the IMUA is a statewide trade association that
provides a wide variety of services to its 60 municipal members,
including active governmental representation before the Illinois
General Assembly and other administrative and regulatory bodies
both in Illinois and at the federal level, including Congress. IMUA

also provides a diverse array of vital training programs and 1
activities for municipal electric, natural gas, telecommunications,

water and wastewater treatment utilities. IMUA also administers a
voluntary mutual aid program designed to assist members with
restoration of energy services and other vital community services in

the event of natural disasters such as storms, floods and tornadoes.

Under a management services contract, the IMEA oversees the
day-to-day operation of the lllinois Municipal Utilities Association
(IMUA). One of the many services the IMUA provides to ils members is
safely training for municipal ulility workers, including those that
serve on municipal electric department line crews.

The IPEA, which was formed in 2005, is a wholesaler of natural gas
to 13 municipal systems and two cooperative natural gas systems
across Illinois. IMEA provides managerial oversight for the [PEAs
day-to-day operations. IPEA has, in its eight years of operation,
become one of the leading natural gas joint-action agencies in

the Midwest.




Summary of IMEA Sales to Members
Fiscal Year Ending April 30, 2013

Non-Coincident

Peak Demand  Energy Usage Population
(kw) (kWh)
Participating Members
Altamont 6,965 25,300,699 2,319
Bethany 2,776 9,614,110 1,352
Breese 13,744 54,041,183 4,442
Bushnell 9,564 37,320,568 3,117
Cairo 12,461 72,976,855 2,831
Carlyle 10,342 40,596,054 3,281
Carmi 16,267 60,793,859 5,240
Casey 8,608 33,680,615 2,769
Chatham 25,358 81,704,673 11,500
Fairfield 20,109 77,904,251 5,154
Farmer City 5,481 21,166,091 2,037
Flora 27,293 126,463,394 5,070
Freeburg 12,009 44,361,446 4,354
Greenup 4,352 16,785,506 1,513
Highland 38,492 143,650,810 9,919
Ladd 3,426 14,468,279 1,295
Marshall 15,008 68,544,522 3,933
Mascoutah 17,374 59,146,676 7,483
Metropolis 22,176 89,579,835 6,537
Naperville 402,273 1,519,904,665 141,853
Ogleshy 9,850 37,562,250 3,791
Peru 53,662 208,611,680 10,295
Princeton 27,069 112,551,184 7,660
Rantoul 36,453 160,364,171 12,941
Red Bud 13,766 53,108,894 3,698
Riverton 7,363 23,194,765 3,455
Rock Falls 22,158 77,855,490 9,266
Roodhouse 3,591 12,361,635 1,814
St. Charles 129,504 553,353,207 32,974
Sullivan 16,864 70,650,967 4,440
Waterloo 24,614 92,058,662 9,811
Winnetka 39,616 135,843,779 12,187
Total Full Requirements Sales
to Participating Members 1,058,678 4,135,520,775
Sales to RECC 25,786 115,139,111

Total Sales 1,084,464 4,250,659,886
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INDEPENDENT AUDITORS REPORT

To the Board of Direciors
Hinais Municipal Elecirc Agency
Springfizdd, llinois

Report on the Financial Statemeants

We hawve audited the accompanying financial statemanis of llinois Municipal Electric Agency [IMEA) as af and
for the years anded April 20, 2013 and 2012, and the redated notes o the financaal staternents, which
collectively comprise IMEA's basic financial stalemeants as listed m the tabée of contants,

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statermeants in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementaticn, and maintenance of internal control retevant fo the preparation snd fair pressntation of
financial statements that are free from material misstatement, whather due to fraud or esror

Auditors' Responsibility

Chur responsikility is o exprass an opinion on thesa financial statements based on our audils. We conducted
our audifs in accordance with audiling standards generally accepled in the United States of Amearica. Those
slandards raquara that we plan and perform the audits (o obdain reasonable assuranca aboul whether the
financial statemenls are frae from material missialement,

A audil involves perlorming procedures 10 oblain audil evidence about the amounts and disclazures in the
financial statements, The procedures selected depend on the auditors’ judgmenl, Including the assessmenl of
the risks of material misstatement of the financial statemants, whether due to frawd or emor, In making those
risk assessments, the awditor considers infernal control relevant 1o IMEA's pregaration and fair presentation of
the financial ataternents in order io design audit procedures that are appropate in the circumatances, but not
for the purpose of expressing an opinion on the efiectveness of IMEA's intemal contral. Accordingly, we
exprass no such opinion, An audit also includes evalueating the appropriateness of accounting policies used and
the reasonableness of significant accounling estimates made by management, as well a5 evaluating the overall
prasantation of tha financial slatemants.

Wea believa that the audit evidence we have oblained is sufficiant and appropriala to provide a bases for our
audit opinon.

Opinion

In aur opinion, the financial statements refermed fo above present fairly, in al malental respects, the financial
position of IMEA as of April 30, 2013 and 2042, and the changes in its financial position and its cash Nows for
the years then ended in accordance with accounting principles genarally accepted in the United States of
Amarica.

BAKER TILLY
INTERMATIOMAL



17

To tha Board of Diractors
llinpis Municipal Ekectric Agency

Emphasis of Matter

&z discussed in Mate 1, IMEA adopted the provisions of GASE Statemeant Mo, 63, Financial Reporting of
Deferred Owiflows of Resources, Defermad Inflows of Resourees, and Net Position, effectve May 1, 2012, Our
opinien is net modified with respect 1o this matber,

Othar Matted

Accounting principles ganerally accepted in the United Statas of America require that the Managemant's
Discussion and Anahysis information as listed in the table of contents be presented to supplemant the financial
statements. Such information, although not a part of the financial statermants, is required by the Govemmental
Aocounting Standards Board who considers it to be an essential part of financial reporting for placing the
finarcaal statements in an appropnate eperatlional, economic, or histonical context. We have applied certain
limitad procaduras (o the required supplamentary mformation in accordance with auditing slandards ganarally
accepted in the United States of America, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency wilth managemant's responses to our
inquirias, the financial statermants, and othar knowledge we abiained during our audil of tha financial
statements. We do nol express an opinian or provide any assurance on the infarmation becauss the imited
procedures do ol provide us with sufficlent avidence to express an opinion or provide any assurance.

Bodher Ty Virchno> Kuese, 1-LP

Madisan, Wisconsin
Judy 17, 2013

L
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MAMAGEMENT'S DISCUSSION AMD ANALYSIS
As of and for the Years Ended April 30, 2013 and 2012
LIMALIDITED

Tha management of tha lllinois Municipal Electric Agency (IMEA”) offers all pereons nterastad in the
financial position of IMEA this narrative overview and analysis of IMEA's financial perfaormance during the
years ending April 30, 2013 and 2012, Please read this narrative in conjunction with the accompanying
financial statements and the accompanying notes o financial siatements.,

OVERVIEW OF THE FINANCIAL STATEMENTS

Thea Hlimois Municpal Elechric Agency is a body politic and corporabe, municipal corporation and unit of
local government of the State of llincis, IMEA was created in 1884 under the provisions of Division 119.1
of Article 1l of the llincks Municipal Code by a group of municipaliies, The purpose of IMEA = to jointly
plan, financa, awn and operata facilities for the generation and fransmiseion of electric powsar and anargy
to provide for the current and projected energy needs of the purchasing meambers. IMEA has thiry twao
(32) members, each of which B a municipal corporation in the State of lllirols and cwns and operales a
municipal electric system.

This annual report consisls of wo parts: Management's Discussion and Analysis (this section} and tha
finandial statemeants, Thase stalements are prepared on the accrual basis of accounting in accordanca
with accounting principles generally acoepted in the United States of America. IMEA uses the Unifarm
System of Accounts prescribed by the Federal Energy Regulatory Commission,

The Statemenis of Revenues, Expenses and Changes in Met Position present information showing how
IMEA's net position changed during the mos! recent year due lo IMEA's business aclivily. The
Slatemants of Met Position report year end asseds, liabilities and nat position balances based on the
original cost adjusted for any depreciation, amontization or unrealized gainaflosses as appropnate. Cver
time, increases or decreases in IMEA's nel posilion are cne indicator of whethar its linancial heallh &
improving or deteriorating. Other factors o consider include the Agency's whalesale electric rates and
ability to maintain or exceed the debl coverage levels required by its bond resalution.

IMEA FINANCIAL AMALYSIS

An analysis of IMEA’s financial position begins with the review of the Statements of Net Position and the
Statements of Revenues, Expenses and Changes in Net Position. & summary of IMEA's Slatements of
Met Posilion is presented in Table 1 and the Stalemeants of Revenues, Expanses and Changas in Meal
Pasition are summarized in Table 2,

See accompanying independent auditors' report,
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MANMAGEMENT'S DISCUSSION AND ANALYSIS
&g of and for the Years Ended April 30, 2013 and 2012

LUMALIDITED
IMEA FINAMCIAL ANALYSIS (cont. )
Table 1
Condensed Statements of Met Position
2013 2012 2001

Lty plant
Restricted assets
Current pssels
{Hher Assels

Total Assers

Met Position:
et investment in capital assels
Restricted
Unrestricted
Toatal Met Position

Moncument labilities
Current liabilities

Tedal Liabilities

Total Met Position and Liabilities

STATEMENTS OF NET POSITION

1121178, 815
141,967,394
93,004,477
20,407,630

$1,122.692.824
173,261 805
343,910

24 0ukd 320

S1.010,776,621
100,029,063
56,948,779
27,463,157

51,376.558,316

5 1,390.342,859

5 1,385.217.620

% 38246632

§ 56,272.056

5 67473669

2,015,940 : 3
J0045 534 RS0 076 0.313,877
110,308 406 04 833132 76,787,546
1193802264 1,233.394.943  1,248,156,946
72 447 6 62,114,784 60,273,128

[ 266,249 9]0 1,295.509.727 | 08,430,074

%£1.376,558,116

51,390,342, 859

51.385.217.620

Durirg the year ended April 30, 2013, ufility plant dacreasad by 1,514,008, IMEA™s capital investmanis

made during the year included total payments of 516,061,853 toward the capital costs associated with tha
Prairie State progect, general improvements o Trimble County Units 1 & 2 and other smaller capital
aoquisitions and improvements. Tolal current liabilities associatad with thase capial improvaments weara
#.6847 527 which is reflected in current liabilities, These capital investments plus the interest charged (o
construction projects and net of depreciation accounted for a majority of the changes in utility plant
Depraciation expense of 327,081,063 was recorded during the yaar,

For the previous year ended April 30, 2012, ulility plant increased by $111,916,203. IMEA's capital
investments made during the year included total paymants of $87,247 937 toward the consiruction costs
associated with the Prairie State project, general improvements fo Trimble County Units 1 & 2 and other
smaller capital acquisilions and improvemaents. Todal current labilities associated with thase capital
improvernants wera 53 275 680 which is reflacted in current liabilifies. These capital investmanis plus the
interest charged o construction projecis and net of depreciation accounted for 8 majority of the changes
im wtility planl. Depreciation axpense of 57,796,362 was recorded during the year,

See accompanying independent auditors' report.
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PMANAGEMENT'S DISCUSSION AND ANALYSIS
Az of and for the Years Ended April 30, 2013 and 2012
UNAUDITED

IMEA FINANCIAL ANALYSIS (cont )

Durnng the fiscal year ended Apnl 30, 2013, IMEA increased the cash and short-term investments held in
operating reserve accounts by $6,841,117 from the previous year due to the members’ continued
commitment o increase cash reserves held by the Agency. Accounts receivable increased by $3,170,048
due primarily fo a 5% increase in sales during the month of April. Other assets decreased by 53,636 690
due to the amortization of certain deferred costs. Net position increased due to current year operations
that resulted in net incame of $15,475 274, Principal repayments associated with the Agency's
outstanding revenue bonds totaled 523,675,000, IMEA is schaduled to repay an additional $35.285,000
on the outstanding revenue bonds on Fabruary 1, 2014 which represants most of the increasa in current
liabilities. The Agency also repald 34,500,000 which was previously drawn against a line of credit facility
available to IMEA. The total undrawn portion of this line of credit was $44,000,000 as of April 30, 2013.

During the fiscal year ended April 30, 2012, IMEA increased the cash and short-term investiments held in
operating reserve accounts by 33,749 335 from the previous year due to the members’ continuad
commitment to increase cash reserves held by the Agency. Accounts receivable increased by $8.521,789
due primarily to the addition of the City of Naperville as a full requirements purchaser on June 1, 2011.
DOther assets decreased by 53,418,837 due to the amortization of certain deferred costs. Net position
increased due to current year operations that resulted in net income of $18,045,588. Principal
repayments associated with the Agency's outstanding revenue bonds totaled 58,785,000, The Agency
alsp made draws totaling $10,500,000 against a line of credit facility available to IMEA, The tatal undrawn
portion of this line of credit was $14,500,000 as of April 30, 2012,

IMEA issuad the Series 2010A Paower Supply System Revenue Bonds ("Series 2010 Bonds™) in the total
par amount of $140,280,000 on Movember 18, 2010. The final maturity of the Saries 2010 Bonds is
February 1, 2035. The Series 2010 Bonds were issued to finance project costs of constructing the Prairie
State project. The par amount of the Seres 2010 Bonds, Series 2009 Bonds, Sanes 2007 Bonds, Serias
2007 Rafunding Bonds and the Serias 2006 Bonds are refllected in non-current labditses, Proceads of
ravenue bonds nol yet expended are included in resincted assats. Proceads of revenue bonds expended
during the year represented a majority of the paymenis toward capital investments discussed above.

See accompanying independent auditors’ report.

'L LLLL¢




A L {(¢

ILLINOIS MUNICIPAL ELECTRIC AGENCY

MANAGEMENT'S DISCUSSION AND ANALYSIS
Ag of and for the Years Ended April 30, 2013 and 20412
UNALUDITED

IMEA FINANCIAL ANALYSIS (cont. )

Table 2

Condensed Statements of Revenues, Expenses and Changes in Met Position

Operating revenues

5 304,481,865

5 280,659,674

176,834,693

Depreciation expense
Other operating expenses

Total Dperating Expenses

Operating Income

[nvestment income
Interest and amortization expense
Oither incomeaTexpense)

Total Nonoperating Expenses

Change in Met Position before Special ltem
special lem

Change in Net Position

Met Position, Beginning of Year

27,081,063 7.796.362 4,454,531
215,505,425 243,346,019 152,565,582
242,386,488 251,142.3%1 157,020,113

61,896,377 20,517,293 9,814,580

2,089 378 6,540,210 4 662 809
{48,510,365) (18,026.,032) (10,334.613)
(116} 14,115 3.911
{46,421, 103) (11,471,707 (5,667,893
15,475,274 18,045,586 14,146,687
- - (1,179.024)
15,475,274 15,045,586 | 2,907,663
04,833,132 76,787 546 f3, 819 883

Met Position, End of ¥ear

110,508, 4006

94,833,132

T, 787,546

See accompanying independent auditors’ repont
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MANAGEMENT'S DISCUSSION AND ANALYSIS
Az of and for the Years Ended April 30, 2013 and 2012
UNAUDITED

IMEA FINANCIAL ANALYSIS [cant. )

STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN NET POSITION

Sales to participating members af $283 252 375 and 4,135 520,775 kilowatl hours {*kWh") were recorded
during the fiscal vear ended April 30, 2013, This represented an increase of $23,541,513 (9%) In revenue
from sakes to participating members and 224 614,756 EWh (6%) as compared with the previous year.
IMEA provided full requirements service (o the City of Naperville for twelve months in FY 2013 as
opposed to eleven months in the previous year. IMEA alzo supplies the Rural Electric Convenience
Cooperative (RECC) with full requirements power supply service which accounted for additional revenue
of $9,191.496 which is reflected in sales to others.

Sales to participating members of $269.710,862 and 3,910,906,019 kifowatt hours ("KWh") were recorded
during the fiscal vear ended April 30, 2012, This represented an increase of $103,235,911 (62%) in
revenue from sales (o participating members and 1,319,363.842 kKWh (51%) as compared with the
previous year. The increase in revenus and kWvh sales was mainly atiribuiable to IMEA beginning to
provide full requirements service to the City of Naperville on June 1, 2011. IMEA began supplying the
Rural Electric Comnvenience Cooperalive (RECC) with full reguirements power supply service m 2008, The
sales to RECC under this agreement accounted for additional revenue of 53,081,678 which is reflacted in
sales Lo olhers.

During the fiscal yaar anding April 30, 2013, IMEA recorded a coincident paak dermand of 1.053 MW
which was approximately 1% higher tham the 1,044 MW experienced n the previcus year. The total
mamber non-ceincident peak demand was 1,084 MW which included both sales to participating mambers
and to RECC. This non-colncident peak demand was approximately 2% higher than the previous year.

The average cost of power 2old to the paricipating members during the year ending April 30, 2013 was
7.09 cents per kWh which was approximately 3% higher than the previous year. The average cost of
power sold to the participating members during the year ending April 30, 2012 was £.89 cents per kWh
which was approximately 7% higher tham the previous year.

For the year ended April 30, 2013, total operating expenses decreasad by 58,555,893 (3%) from the
previous year dus primarily o the Prairie State Energy Campus becoming operational during the fiscal
year. During this past year, interest incomea decraased by 54,450 832 due to the continuing low interast
rate anvironmeanl,

For the year ended April 30, 2012, total oparaling axpanses increased by 584,122 271 (60%) from the

pravious year due pamarily o beginning service to the City of Napervilla. During this year, intarast income
increasad by 51,877 401 due to unrealized gains on investments made in previous years.

See accompanying independent auditors’ report.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MANAGEMENT'S DISCUSSION AND AMALYSIS
As of and for the Years Ended April 30, 2013 and 2012
UNALUDITED

IMEA FINANCIAL ANALYSIS (cant. )

DEBT SERVICE COVERAGE

IMEA's band resolution requires the Agency to maintain a deb! service covarage ratio of 110%. Dabt
SEricE coverage duning the yvears ended Aprll 30, 2013 and 2012 was approximately 113% and 115%
respectively after transfers o the rate stabilization account. IMES transfermed 56,500,000 during the year
ended April 30, 2013 and 32,100,000 during the year ended April 30, 2012 into the rate stabilization
account which reduced the debt service covered during both of these years.

SIGNIFICANT EVENTS

POWER SALES CONTRACTS WITH NEW PARTICIPATING MEMEERS

IMEA began providing senvice to the City of Rad Bued under a long-term contract on January 1, 2011
which added approximately 14 MW o IMEA's peak demand, IMEA also began providing full reguiremenis
service ta the City of Napenville on June 1, 2011 which added approximately 400 MW to IMEA's peak
demand.

POWER SUPPLY SYSTEM REVENUE BONDS

On November 18, 2010, IMEA issued the Power Supply Syslem Revenua Bonds, Senes 20104, as Build
America Bonds in the total amount of $140.290,000, The Series 2010 Bonds were issued to (1) fund
project costs including a portion of the costs associated with the Prairie State Project; (2) fund interest
during construction; {3) pay the cost of issuance of the Series 2010 Bonds; and (4) fund a deposit to the
Debt Service Reserve Fund. The Series 2010 Bonds have interest rates that range from 2.473% to
7.288% and a final maturty date of February 1, 20345,

TRIMBLE COUNTY UNIT 2
Trimbke County Lnit 2, which was placed info commercial operation in January 2011, is a pulvenzed-coal

super-critical unit of 750 MW nominal net rating located adjacent to Trimble County Unit 1. IMEA’s owns
a8 12.12% undivided interest as tenant in common in the unii

See accompanying independent auditors’ report.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MANAGEMENT'S DISCUSSION AND ANALYSIS
Az of and for the Years Ended April 30, 2013 and 2012
UNALUDITED

SIGNIFICANT EVENTS {cant )

PRAIRIE STATE PROJECT

IMEA iz parl of the consortium known as the Praire State Generating Company, LLE. IMEA owns a
15.17% undivided interest in the project. The Prairie State project is a2 nominal 1,600 MW plant, utilizing
two supercritical steam units of approximately 800 MW in size. Praire State incledes contiguous coal
reserves and the development of a mine pertal to supply coal to the power plant. The first unit was placed
into commercial operation in June 2012 and the secend wnit was placed into commercial operation in
Movember 2012,

RENEWABLE ENERGY RESOURCES

In recognition of the changing legislative and regulatory environment. the IMEA Board of Directors has
adopted a poficy that directs the agency to acquire approximately 5% of its energy requirements from
renewable resowrces. To implement this policy, IMEA entered into a 20 year contract to purchase TORMW
of wind energy from the Lee-Dekalb wind project owned by FPL Energy llinois Wind, LLC. The coniract
was effective on January 1, 2010,

CONTACTING IMEA'S MANAGEMENT
This financial report is dasigned o provide our members, investors and creditors with a general averview
of IMEA's finances, Questions concemning any of the information provided in this report or requests far

additional information should be addressed to linois Municipal Electric Agency, 3400 Coniler Drive,
Springfield, IL 62711,

See accompanying independent auditors’ report.
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ILLINODIS MUNICIPAL ELECTRIC AGENCY

STATEMENTS OF NET POSITION
As of April 30, 2013 and 2012

UTILITY PLANT
Litility plant in sarvice

ASSETS

2013 2012

$1195829045 § 291700305

Accumulated depreciation (90,805,814) (64,168, 292)
Construction work in progress 16,055,584 85,151,811
Total Utility Plant 1,121,178.815 1,122,692 824
RESTRICTED ASSETS
Investmenis 141 867 384 173,261,805
CURRENT ASSETS
Cash and investments 42,762 853 35,921,789
Short-tarm investments 2,768,463 2,768,410
Acocounts receivahle 24 452 437 21,259 892
Bond interest subsidy recevable 2412 267 2,434,764
Allowance inveniony 2589 223 168455
Prapayments 20,349 234 ¥ 789 600
Total Current Assets 93,004 477 70,343 910
OTHER ASSETS
Unamoriized debt issuance cosis 8,768, 166 8,514 983
Defarrad assels 11,638 4684 14,528 331
Total Other Assets 20407 630 24,044 320

TOTAL ASSETS

$ 1,376,558,316 §$ 1,300,342 859




NET POSITION AND LIABILITIES

NET POSITION
Met investment in capital assels
Resfricted
Unrestricted

Total Met Position

NONCURRENT LIABILITIES
Revenue bonds
Oither long-term debt - line of credit
Unamortized premium
Unamortized loss on advance refunding
Oither liabilities

Total Moncurrant Liabilities

CURRENT LIABILITIES
Accounts Payable and Accrued Expenses
Accounts Payabile
Purchased power and transmission
Jointly-owned facilities
Othar
Qther current liabilites

Total Accounts Payable and Accrued Expensas

Current Liabiliies Payable from Restricted Assets
Current maturities of revenue bonds
Accounts payable - jointly-owned facilities
Interest accrued
Total Current Liabilities Payable from Restricted Assets

Total Current Liabilities
Total Liabilities

TOTAL NET POSITION AND LIABILITIES

2013 2012
38,246 6832 56,272,058
2,015,940 .
70,045,834 38,561,076
110,308,406 84,833 132
1.174,3890,000 1.208.675.000
f_000,000 10,500,000
11,835,286 13,023,658
(2,404,249) (2,976,451)
3,981,227 3172736
1,193 802,264 1.233 304 943
10,483 621 15,253 241
4 904 89T 2,343 189
144 809 199,629
a22.8978 360,792
15,866,305 18,156,851
35,285,000 23,675,000
4 64T 527 3,275,660
16,648,814 17,007,273
56,581,341 43,957,933
72.447 646 62,114,784
1,266,249 910 1,295 509,727

1,376,568,316 $ 1,390,342 B59

Sea accompanying notes to financial statements.
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STATEMENTS OF REVEMNLUES, EXPENSES AND CHANGES IN MET POSITION
For tha Years Ended Apnl 30, 2013 and 2012

ILLINCIS MUNICIPAL ELECTRIC AGENCY

OPERATING REVENUES
Sales to participating members
Sales to othars

Cither income

Tatal Operating Revanuas

OPERATING EXPENSES
Purchasad power and transmission
Prairie State and Trimble County Units Na. 1 and 2

Fual

Cpearations and maintenance
Member Payments

Fuel reimbursements

Capacily paymanls

Zaneration paymeanis
Adminisiration and ganeral

Degreciation

Oher utility oparations
Tatal Operating Expenses

Operating Income

NONOPERATING REVENUE (EXPENSES)
Investmant incorma

Capitalized interest

Bond intarast subsidy revenua

Interest expense

Amorliization aspanse

Other incoma (expansa)

Tolal Monoperaling Expenses

CHANGE IN NET POSITION

NET POSITION - Beginning of Year

NET POSITION - END OF YEAR

2013 2012
23252375 5 269 710,862
9,191,496 0,081,678
2,038,954 1,867,134
304,482 865 200,659 674
141,029,180 191,748,253
35,127,223 23,540,732
20,463 782 83314748
1,423,755 2 083 545
9,204,193 9,334,291
3,357 17 566
7,084,137 7,320,757
27,081,083 7,796 362
1,169,848 970,795
242 556 488 251,142,381
81,898,377 29,517,293
2089 378 &, 540,210
10,499,357 41,883,832
9,824 772 9,855,675
(68,480,542) (69,396,491)
(353.852) {369, 048)
(116) 14,115
{46,421,103) {11,471,707)
15,475,274 18,045,585
94,833,132 76,787 546
110,308 406 5 94 833,132

Sae accompanying nofes ta financial statements.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

STATEMEMNTS OF CASH FLOWS
For the Years Ended April 30, 2013 and 2012

CASH FLOWS FROM OPERATING ACTIVITIES
Fecened from power salaes

2013

2012

§ 280333232 § 2509032935

Faid to suppllers for purchased power and ransmission (143,122,119) (191,055,923)
Faid to suppliers and employvesas for ather senvices (68,561.814) (40,373.565)
Mel Cash Flows from Operating Aclvilies 77,648 299 27 B3 447
CASH FLOWS FROM HONCAPITAL AND RELATED
FINANCING ACTIVITIES
Proceeds from line of credit draws . 12,000,000
Payment of line of credit debt (4,500 0040 ) (1,500 000y
Mat Cash Flews from Moncapdlal Financing and Related Aclvilies {4,500 000 10,500,000
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Dbt principal paid (23,675,000} (8,705,000}
Interest paid (68.012.272) (70 Fes ¥TT)
Bond interest subsidy recelved 9,847 268 10,370,654
Acquisition and construction of capilal assels (16.,951,953) (67,247 837)
Payment of arbitrage rebate liability - (1,224 557)
Met Cash Flews From Capital and Relabed Financing Activities (99,891,957} (157.6861,57T)
CASH FLOWS FROM INWESTING ACTMITIES
Impestment income &, 080,380 6,540,200
Purchase of long-term invesiments (118,833.432) (121,262 617)
Maturity of long-ferm investments 128,650,000 223,274,000
Met Cash Flows from Investing Activibes 11,954 548 108,551,652
Met Change in Cash and Cash Equivalents {14 587710} {11,006,538)
CASH AND CASH EQUIVALEMNTS — Baginning of Year 83,490,088 04 496 627
CASH AND CASH EQUIVALENTS - END OF YEAR § 68002379 § H3.490080
MONCASH CAPITAL AND RELATED FINAMCING ACTIVITIEE
Capitalized intares § 10490357 § 41,883,832
Amortization expense 5 (353.852) & (368,048)
Credits givan on billings § (10831304} § (11.436.003)
Mat gain {loas) on sale of esets & (116) & 14,115
Bond interest subsidy accrued but not yet received § 2412267 & 2434764

29
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RECOMCILIATION OF OPERATING INCOME TO NET CASH
FLOWS FROM OPERATING ACTIVITIES
Oparating income
MNoncash items included in operating income
Depreciabion
Ciher non-cash transactions
Changes in assets and liabllities
Accounts racehvable
Prepaymanis
Allowance inventory
Accounts payabla
Othar curreni liabdlities

MET CASH FLOWS FROM OPERATING ACTIVITIES

RECOMNCILIATION OF CASH AND CASH EQUIVALENTS TO
THE BALAMCE SHEETS
Rastricted inwvastments
Cash and investments
Shorl-lerm invasimeanis
Tatal Cash and Invesimeants
Lorg-lam nvesimanls

TOTAL CASH AND CASH EQUIVALENTS

2013 2012

v B18883rT 5 29517283

27,081,063 7,796,362
5,084,515 2,489,318
(3,192 544) (9,036 BO7)
{12 559,634) (954 551)
(89.768) (169 .455)
{520,812) {2,038.713)
(50.,898) -

$ TTR49298 5§ 27603447

$ 141967334 5§ 173,261,805
42 762 853 35,921,789
2,768,463 2, 768410

187498710 211,952,004
(118,506,331) _ (128,461,915)

$ 68202378 5 B3I 490083

See accompanying notes to financial slatemenis



ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2013 and 2012

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 govemment of the State of linois. IMEA was created in May 1384 under the provisions of
Division 119.1 of Article Il of the Hiinois Municipal Code (the Act) by a group of municipalities for the
purpase of jointly planning, financing, owning and operating facilities for the genaeration and transmission
of electrical power and energy-relaied facilities which are appropriate fo the presant and projecied enengy
needs to such municipaliies, IMEA is owned and its policies governed by its member municipalities,

IMEA has provided the power and energy requirements of certain members since 1988, primarily through
the purchase of wholesale requirements service from investor-owned utilities and through IMEA cwned
generation. The confracts with investor-owned utilities, which obligate IMEA o purchasa electric enargy
for concurrant resale to its mambers, are in effect through September 2035.

As of April 30, 2013, IMEA had 32 member municipalities, all of which have executed long-larm powar
sales contracts for the purchasa of full requirements power and enargy from IMEA. The termination date
for all of the power sales contracis with participating members Is Septamber 30, 2035. These membears
participate in the IMEA owned generation facilittes and pay rates sufficient to meet the obligations of
IMEA's bond resolution,

MeasuUREMENT Focus, Basis oF ACCOUNTING AND FINANCIAL STATEMENT PRESENTATION

The financial statements are prepared using the economic resources measwrement focus and the accrual
basis of accounting, Under the accrual basis of accounting, revenues are recognized when eamed and

expenses are recarded when the liability is incwmed or economic asset used, Revenues, expensas, gains,

losses, assats and liabilifias resulting from excharge and exchange-like fransactions are recognized
when axchange takes place. IMEA uses the Uniform System of Accounts prescribed by the Faderal
Enargy Regulatory Commission.

IME& complies with all applicable pronouncaments of the Governmantal Accounting Standards Board
[GASE). Effective May 1, 2012, IMEA adoplad GASE Statemant No. 82, Codification of Accounting and
Financial Reporting Guidance Coniained i Pre-November 30, 1989 FASE & AICPA Pronouncements
(Statement No. 62}, Statement No. 62 inconporates inlo the GASB's authoritative literature certain
accounting and reporting [Herature Bsued by the Financial Accounting Standards Board (FASB) and
American Institute of Certified Public Accountants (AICPA) on or before Movember 30, 1989, which Is not
in conflict with or contradicted by GASE pronouncements. This literature includes FASE Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins of the AICPA
Committee. Upon implementation of Siatement No. 82, IMEA follows guidance issued by GASE, unless a
particular topic iz not addressed by GASE. In that case, IMEA would follow other accounting Mersture
from the FASE that is considered a lower tier of GAAP than standards promulgated by the GASE.

In June 2011, the Governmental Accounting Standards Board (GASB) Izzued Statement Mo, 63 -
Financial Reparting of Deferred Outfiows of Resources, Deferred Inflows of Resourceas, and Net Pasition.
This statement provides financial reporting guiddance for deferred ocutflows of resources and deferred
inflows of resources. Previous finandal reporting standards did net include guidance for these elements,
which are distinct from assets and labilities. IMEA implemented this standard effective May 1, 2012,
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

HOTES TO FINANCIAL STATEMENTS
A5 af and for the Years Ended Apdl 30, 2013 and 2012

NOTE 1 = SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conl.)

ASSETE, LiaBILITIES AND NET POSITION

Preparation of financkal statements in conformity with accounting prnciples generally accepied in the
United States of America requires managemant to make estimates and assumpbions that affect the
reported amounts of assets and liabilities and disclesure of contingent assets and [abilities at the date of
the financlal statements and the reported amounts of revenues and expenses during the reporting pericd.
Actual resulls could differ from thoss astimates.

Cash Equivalents

For purposes of the statement of cash flows, cash and cash equivalents have anginal maturities of thres
manths or less from the date of acquisition,

Allowance Inveniory

Inveniories consist of armession allowances and are valued al current markat valua. The amission
allowances are obtained from Florida Power and Light through the purchase of renewable energy
FES0Urces.

Accounts Recelvable and Allowanee for Douwbtful Accounts

&ccownts receivable are siated at the amount billed to membears and non-members. Allowance for
doubtful accounts is not considered necessary as IMEA has not historically expenenced delays in
payments for service rendered.

Prepayments

The amount in prepaid items reapresents amounts paid which will bansfit future periods, IMEA's paymant
for collateral for operating activities in the MIS0O and PJM transmission markets and advance payments o
Trimbde County and Prairie State for working capital,

Restricted Assels

Mandatory sagregations of assets are presanied as restricted assets. Such sagregations are required by
bond agreemenis and other external parties, Current lizbdities payable from these restricted assets are 3o
classifiad.

Utility Plant

Uility plamt is generally defined by IMEA as assets with an initial, individual cost of mare than 51,000 and
an estimated useful life in excess of one year, except for jointly owned assets. In these cases, utilkty plant
i% capitafized based on palicies defined by Louswlle Gas & Eleclric Company and Prairie Stala
Generating Gompany
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINANCIAL STATEMENTS
&g af and for the Years Ended April 30, 2013 and 2012

NOTE 1 = SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conl.)

ASSETSE, LIABILTIES AND NET POSITION {ConL )

Litility Plant (cont, )

Utility plant of IMEA is recorded at cost or the fair market value at the time of contribufion to IMEA. Majar
outlays for utility plant are capitalized as projects are constructed. Interest incurred during the
construction phase is reflectad in the capitalized value of the utility plant constructed, net of iMerest
eamed an tha invested proceeds over the same penod, Ltility plant is depreciasted using the straight-line
methed owver the following useful lives

Years
Litility Plant

Electric plant — Trimble County Units No, 1 and 2 20 —53
Electric ptant — Praire State Units No. 1 and 2 10— 40
Mohila generation a0
Land R
Land improvements 10
(Hfice building 10-31.5
OHfice furniture and equipment 5
Suparvisory contral and data acquisition eguipment 5
Winnetka 138 intferconnect 0
Oiher equipment 5

Coal raserves are deplated as the commodity is consumed using a rafe which is based upon fhea cosi to
IMEA divided by the total estimated coal to be mined

Accrved Sick Leave
Under tarme of employmant, amployees are grantad one day of sick leave par manth. One-hall of

gocumulated sick leave banafits are paid if the employes terminates sanvice after st least 10 years of
service, Accumulated sick leave and vacation benefits have been recorded in the financial siatements.

Other Liabilities

Other liabilites represent accrued sick leave, vacation benedits, accrued praperty laxas payable, an
estimate of the accrued IRS arbitrage lability, and asset retirement obdigation, (Noie 7).

Long-Term Obligations
Long-term debd and cther obligations are reporied as liabdities. Bond Issuance costs, discounts,

premiums and losses on advance refundings ame dalered and amoized on a waighted avarage basis
ower the repaymeant period of the related deht,
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TQ FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2013 and 2012

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

REevENUES 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 prncipal 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
definiticn are reported as nonoperaling revenues and expenses.

IMEA billings are rendered and recorded monthly based on month-snd metered usage
OTHER REVENUES

Other revenues include revenues from Fairfield under its construction advanca fram IMEA (Mote 9), a
managament fee paid o IMEA by two state ulility associations for co-sharing of staff and facilities,

Bownp Sussioy REVENUE AND RECEIVABLE

Thiz amount represents the accrued amount receivable under the Build America Bond Program (BAB)
which provides a 35% subsidy for interest expense on the Series 2009 and 2010 revenue bond issues.
The interest expense reduction iz classified as non-operating revenue.

The Uniled Siates Federal Governmen] was subject (o the procass of seguesirabien for the budget year
ending Seplambear 30, 2013 wheraby loreseeable spending reductions for many Federal programs,
Including issuers of the BAB's, may directly affect the recovery of the BAB's subsidy. See Mote & for
further details.

TAXES
IMEA is exempt from State and Federal income taxes,
RaTes

Rates chargad to mambers ara evaleatad annually by the Board af Directors and wera increasad May 1,
2012

EFFECT OF NEW ACCOUNTING STANDARDS ON CURRENT PERIOD FINANCIAL STATEMENTS

The GASB has approved GASE Statement Mo. 65, fems Previously Raporfed as Azsels and Liabiiites,
Statement Mo. 66, Technical Comactions - 2012 an amandment of GASE Stalements No. 10 and No. 62,
Statement Mo. 67, Financial Reporting for Pension Plans - an amendment of GASE Statement No. 25;
and Statement Mo, 68, Accounting and Financial reporting for Pensions - an amendment of GASE
Statement Mo, 27, Application of these standards may restate porions of these financial statements in
future years.

RECLASSIFICATIONS

Certain amounts in the prior year fimancial statements have been reclassified in order to conform to the
current year's presentation.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY 3

NOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2013 and 2012

NOTE 2 - CASH AND INVESTMENTS

IMEA's cash and investments consist of the following:

Carrying Value as of April 30 Associated Risks
2013 2012
inois Fund 5 SH20427289 5  335657.TeT Crisdit and interest rate rlsks
Mutual funds 16,239,735 49 074,973 Credit and Interest rate rlisks
LS. treasurias 2.768 443 25 326,143 Custadial credit and interest rate
LS. agency securilies 116,447 303 103,592 621 Custodial credit, credit, concentration of
credit, and interest rate
Petty cash S00 S00 Mot applicable
Totals 5 187498710 § 211,952 004

IMEA's Trust Indanture authorizes IMEA to deposit funds only in banks insured by the Fedaral Deposit
Insurance Corporation (FDIC). IMEA may also make investmeants in LS. Government and federal agency
chbligations, investment grade bonds, commercial paper rated at the highes! classification established by
al least wo standard rating sarvices, monay markal mutual funds, repurchase agreemants and the lllinals
Funds.

Investments are stated at fair value, which is the amount at which an investment could be exchanged in a
current transaction batween willing parfies. Fair values are based on quoted market pricas. No
investments are reported at amortized cost. Adjustments nacessary to record investmeants 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 insurad by the FDIC in the amouwnt of 3250, 00 for both interest
bearing and non interest bearing accounts, Investments in The lincis Funds are coverad under sacurities
pledged Tor all pool paricipants, The difference babtween the bank balance and carrying value is dug 1o
ouistanding checks, deposits in transit, andfor markel value adjustments,

CusTomalL CREDIT RISk

Deposits

Custodial credit risk s tha risk that in the event of a financial institution failure, IMEA's deposits may not
be returned to IMEA. At April 30, 2013 and 2012, IMEA had no uninsured and uncollateralized depaosits.
IMEA s investmant policy does not require collateralization of deposits but rather restricis the financial
institutions that can be used based on the equity and market ratings of tha financial institution's debt.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2013 and 2012

NOTE 2 — CASH AND INVESTMENTS (cont. )

CusTomMAL CREDIT RISK (cont )
Investments

For an investment, custedial credit risk s the rigk that, in the event of the fallure 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, 2013 and 2012, were conzidered 1o be in risk
category one (investments held in trust on behalf of IMEA), therefore, not subject to custodial credit risk.
IMEA™s palicy is to have all investment secunties 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, 2013 and 2012 IMEA's investments were rated as follows:

Investmeant Type Standard & Poor's Maoody's
U5, agency securities Ah+ Aaa-mf
Mutoal funds Addm Aaa-mf
llinois fund Adbim -

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

CoNCENTRATION OF CRENT RISK

Concenfration of credit risk is the risk of loss affributed to the magnitede of IMEA's investmeant in a single
issuear,

As of April 30, 2013 and 2012, IMEA’s invesiment portfolio was concantrated as follows:

Percentage of
|zzuer Investment Type Portfolio
2013 2m2

Federal Home Loan

Mortgage Corporation S Agency Securities - Implicitly Guaranteed 9% 18%
Federal Home Loan Bank

Discownt S Agency Securties - Implicitly Guaranteed 12%
Federal Homa Loan Bank S Agency Sacunties - Implicitly Guarantead 11% 15%
Fedaral Farm Cradit Banks

Funding Corporation US Agency Secunties - Implicitly Guarantaad 26% 15%

IMEA™s investment policy states that no mone 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

MOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2013 and 2012

NOTE 2 — CASH AND INVESTMENTS (cont, |

INTEREST RATE RISK

Interest rate risk iz the risk that changes in interest rates will adversely affect the fair value of an
investment.

As of April 320, 2013, IMEA's invesimenis were as follows:

Maturity {In Years)

Investment Type Fair Value Lezs than 1 1-5 Cher &
U.S. agency securities $ 116447303 § 23927273 § 36448534 §  58,071496
LS. treasuries 2,768,443 2,768,443 - -
Totals § 118.215746 & 26685716 § 36448534 3 56,071,496

IMEA also has 16,239,735 invested in a mutual fund and 352,042 729 in the liingis Fund with underlying
investments of LLS, Treasuries and L3, Agency Securities as of April 30, 2013, The average maturity of
the mutual fund is 48 days and the lllincis Fund is 34 days,

As of Apnl 30, 2012, IMEA's investmenis were as follows:

Maturity {In Years)

Investment Type Fair Value Less tham 1 1=5 Orver &
L.5. agency securities $ 103992621 § 10918440 § 28481955 % 64,612 226
LL5. treasurias 25 326,143 25 326,143 = -
Totals P 129318764 3 36,244 583 & 28461855 3 64,612,226

IMEA alsa had $48 074,973 invested in a mutual fund and 333,557,767 in the lllinois Fund with
underfying investmants of U.S. Treasunes and U.S. Agancy Securities as of April 30, 2012, The average
maturity of the mutual fund was 46 days and the lllinois Fund was 36 days.

IMEA's investmant palicy states thal Investmant sacurities shoukd not matura later than the monies will be
naaded for the respactive use.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2013 and 2012

MOTE 3 — JOINTLY-OWHNED FACILITIES

TrivBLE CouwTy Unim No. 7

Pursuant to an ownerzship agreement entered into in Sepiember 1990, IMEA acguired an undivided
12.12% cwnership interest, as tenant in commen, in the Trimble County Lnit Mo. 1 generating facility from
Louisville Gas and Electric Company. The cost of this interest was approximately 324 million and was
financed by the issuance of IMEA's Power Supply System Revenue Refunding Bonds Series 2007,
IMEA's share of the ocperating costs associated with this facility is included in the accompanying financial
statements,

TrivMaLE CounTy UniT No. 2

Trimble County Linit 2, which was placed info commercial operation in January 2011, Is a pulverized-coal
super-crifical unit of 750 MW nominal net rating located adjacent to Trimble County Unit 1. IMEA owns a
12.12% (approximately 21 MW} undivided interest as tenant in comman in the wnit.

Prairie State ProvecT

IMEA is part of the consortium kmown as the Prairie State Generating Company, LLE that developed the
Prairie State Project. IMEA owns a 15,17% (approximately 240 MW) undivided interest in the project. The
Prairie Stale Project is a nominal 1,600 MW plant, ulilizing twe supercritical steam wnits of approximately
800 MW in size, Prairie State includes contiguows coal reserves and the operation of a coal mine to
supply ceal to the power plant. The first unit was placed into commercial aperation in June 2012 and the
second unit was placed into commercial operation in November 2012,



ILLINOIS MUNICIPAL ELECTRIC AGENCY 3

NOTES TO FINANCIAL STATEMENTS
Ag of and for the Years Ended April 30, 2013 and 2012

MOTE 4 — FunDs

IMEA's Trust Indanture reguiras the segregalion of bond proceads, estabishment of various funds and
prescribes tha application of IME&'s ravenuss, Also, it defines what type of securities that IMEA may
imvest in. Fumds consist principally of cash, money market funds, federal securities and investiments In
The lllinois Funds. The fund's purpesas and balances are summarized bekow.

Fund Held By Purpose

Revanue IMEA Ta inilally receive revenues and o disburse them lo other accounls.
Ciperations and Maintenance IMEA To pay operating and maintenance expansas,

To provide funds to be applied to the payment of the cosis of
Renewals and Replacements IMEA ranewals, replacements and repairs.

General Resarve IMEA To recaive surplus funds aftar all othear accounts are fundead

To accumulate any revenues in excass of the 10% debt sarvice
coverage requirement which will be used o minimize rate

Rata Stabileation IMEA fluctuations in tha futura.

To maintein unspent bond proceeds that will be used for
Acquisition Fund Trustes constrection progects,
Dbt Service Fund Trustes

To accumulata principal and interast associated with each bond
Debt Service Account seres,
Debt Service Reserve To establish a reserve 1o cover deficiencles in the Debt Service
Aocount Account. Any excass may ba used far olhar purposas,

The Indenture requires that certain cash and investiments be segregated. The folowing ane accounts
imcluded in current and restnicled assels at April 30, 2013 and 2012,

2013 M2
Included in Curan Azsats:
Fevenue 5 525 8 1,208 552
Ciperation and maintenance 20,008 988 18475818
Renewals and replacements 2,362,780 2362773
General resarve 53 519 42 5014
Rate stabilization 23,100,000 16,800,000
PMC lme of credit 4 1
CGeneral cash (not restricted by indenture) 500 500
Total Cument Cash and Investments 5 45531316 5 38,6490 195
Included in Restricted Investment Accounts
Aoquisition fund 5 24,708,204 5 45 689 347
Diebt servics 23,312,281 32 754 DE3
Debt sarioe reserve 93,945 909 4 818,395
Total Restricted Imvestments § 141967384 & 173,261,805
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TQ FINANCIAL STATEMENTS

As of and for the Years Ended Apsil 30, 2013 and 2012

MOTE 5 - CHamces In UTiLiTy PLanT

A summary of changes i ulility plant for 2013 follows:

LHdity Plant being depreciatid
Electiic planl -

Trimble County Linif Mo, 1
Trimble County Linit Mo, 2
Praire State Unit Mo, 1
Prairie Stats Unit Mo, 2

Mobile generation
Prairie State - Common

Prairie State - Jordan Growe
Prairie State - Mearfiekl
Prairie State - Other

Prairie State - Mine

Prairie State - Coal Reserwes
Land"

Office building

Ciffice furmiture and equipmest
Supervisory control and data

acquisition equipment
Winnetka 128 interconnect

Other eqguipmsnt

Total Uitility Plant in Senvice

Construction work in progress’ 895,151,811

Total Utility Plani

Balance Additions! Daletions! Balance
05042 Reclassifications Reclassificaticns 4530813
3 108,970,082 % 1174573 (300.585) 5§ 109,754,080
167,047 407 2478 502 (110,244} 169 415,755
- 380,412 980 - 380,412 980
- 321,110,589 - 321,110,589
3,118 BED - - 3. 118 B80
- 146 265 468 (B,436) 146 259 032
9.011,144 - 9.911,144
5,550,125 5,580,125
- T.561,143 - T.561,143
- a7 5B5. 278 - a7 5R5.27H
- 17 272,40 17 272 491
TOO 430 5,265,938 - 5,968,368
B13577T 3.5938 = 5,139,715
625,270 4216 529 486
2142 707 a0, 5849 - 2,233 208
500,000 - - SO0, 000
570,962 3245 [33,339) &10.918
291,709,305 904, Fa 344 (540 60 | 1.185,929,045
24 683 BA6 (O13 7T HTE) 16,055 584
1,186 A6 116 839,443 940 (914,320 477 ) 1.211.964 629




ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINAMCIAL STATEMENTS
As of and for the Years Ended April 20, 2013 and 2012

MNOTE § = CHANGES IM UTILITY PLANT [conl. )

' — | Hility plant that is not being depreciated.

Balance Additions! Deletions! Balance
D012 Reclassifications Redassifications i30S
Less: Accumulsted depraciation

Electric plant -

Trimbiz County Unit Mo. 1 § {53 461,827) § (2,720,234) § JaDsaS & (55,791 A78)

Trimbbe County Unit Mo, 2 (5,520,788) (4,534,026) 110,244 {8,944.570)

Praire Slate Unit Mo, 1 - (8,026,570} - {B,026,970

Prairz State Unit Na. 2 - (4,010,052} - {4,010,05:2
Kaobile generaton (1.029.972) (1035, BBH) - {1,133,860)
Prairie State - Common (3,248, 539) 6,436 {3,242 103)
Prairie State - Jordan Grove (899, 361) - (899,361)
Prairie State - Nearfield - (34 6688 - (34 GER)
Prairia State - Other - (345 926) - (346,926)
Prairie State - Minse . (2,251 ,568) ' {2,251, 668)
Prairia State - Coal Resanas - [£14 B40G) (05,949 1500,595)
Oiffice building (1,150,040 [281,508) - {1,420 638)
Office furnidure and eguipment (417 447 (53,348) - (470, 795)
Supervisory conlrol and dala

acruisilon equiprmeani (1,915541) (94, 057) {2,009,698)
Winnedka 138 inlefconness] (281,111) (16,567) - 7T, 7TH)
Other equipmesnt (402 56E) 64 405) 22225 (444 HIH)

Total Accurmulated

Depreciation (64 168,282 {27.081,063) 443 541 (20, 505 814]
Met ity Plant 3 1,122 592 524 5 1.121,178.815

41
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ILLINOIS MUNICIFAL ELECTRIC AGENCY

MOTES TO FINAMCIAL STATEMENTS
As of and for the Years Ended April 30, 2013 and 2012

NOTE 5 — CHANGES IN UTILITY PLANT (cont. )

A summary of changes In ulility plant for 2012 follows:

'~ Utility plant that is not being depreciated,

Balance Additions/ Delations! Balance
050111 Reclassifications Reclassifications 4130012
Litility plant being depreciated
Eleciric plant -
Trimble Cownty Lnit Mo. 1 5 107325408 5 2,669 556 5 (1.024,870) 3 108,870,082
Trimble County Linit No. 2 166,235 200 896 836 (85,638) 167,047 407
Mobile generation 2,900 604 213,066 - 3,116,660
Land' 700,430 - - 700,430
Orffice building 8,133,529 2,248 8,135,777
Office furniture and eguipment 4E0 681 B4 589 - 525,270
Supsrvisory control 2nd data
acquisition equipment 2,059 496 83211 2142707
Winnatka 138 intarconnect S00, 000 - - SO0, 000
Other aquipment 54,503 88,737 (&7.273) 570,962
Total Liility Plant in Service 282,885 858 4,018,233 {1,197,7BB) 291,700,305
Construction work in progress’ 779,445 295 118,656 262 {2,949 TE6) 895,151,811
Tedal Litility Plant 1,068,334 153 122 674 515 (4,147 552)  1,186,861,116
Lass: Accumulated depreciation
Electric plant -
Trimble County Unit Mo, 1 {51,799,657) (2.687,040) 1,024 BTO (53,461, 827)
Trimble County Unit No. 2 (1,117,703} {4.488.723) 85,638 (5,520,788)
Mobile generation {931,350) (98 622) . (1,029.972)
Office building {897 960) (261,080) - (1,159.040)
Office furniture and eguipment {327 628) (89.8193) = (417.447)
Supervisory control and data
acquisiion equipment (1,824,708} (90,832) - {1,915.541)
Winnatka 138 interconnact {244 445} (16.B6E) - {281,111)
Oithier equlpment (414 080} (53 5800 75,004 {402 566)
Todal Accumilated
Depreciation {57,557 532) {7.796,362) 1,185,602 (B4,168,292)
MNat Utility Ptant 1,010,776 621 § 1,122 692 824
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINAMCIAL STATEMENTS
Ag af and for the Years Ended April 30, 2013 and 2012

MNOTE 6 — LoMG TERM OBELIGATIONS

IMEA has issued the following revenue bonds:

Cluistanding
Final Amount
Date Purpose Maturity Interest Rates  Oniginal Issue 4130M13

June 23, 2006 Capital improvements Feb. 1, 2035 4.260 - 5000% § 139,605,000 § 128,545,000

Sepl 6, 2007 Capital improvements Feb. 1, 2035 4.000 - 5 250% 75,700,000 589 040000
Sept 6, 2007 Capital improvemants Feb. 1, 2015 5340 — 5 480% 28 880, 000 23,350,000
Fefinance 1988
Mow. 5, 2007 bonds Feb. 1, 2021 5.000 = 5250% 51,360,000 34,820,000
Debl sarvice and
dul 15, 2009 capitalized interest  Febo 1, 2016 4,000 - 5,000% 10,040,000 10,040,000
Dbt service and
capital
Jul 15, 2008 improvements Feb. 1, 2015 4,160 - 4,880% 16,905,000 12,945 000
Dbt service and
capital
Jul. 15, 2008 improvements Feb. 1,2035 5328-6128% 294 7h5 000 204 755000
Dkt service and
capital
Mov. 30, 2010 improvements * Feb 71,2035 2473-7.288% 140,290,000 138,180,000

* The 2008C and 20104 revenue bonds are taxable Build America Bonds. IMEA recenes a 35% inferest
subsidy from the federal government for thase bonds. In 2013, the U5, federal govemment was subject
to the process of sequestration reducing spending amouns for many programs including paymeanis to
the issuers of BAR's. Preliminary estimates equates to an B.7% reductan in payments for the federal
budget year ended September 30, 2013, Tha subsidy payment is not faken into account in the dabi
service displayed below

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

Yaar Principal Interesi Total
2014 $ 35285000 3 BT 717648 3§ 103,002,649
2015 36,960,000 66,016,018 102,976,018
2018 41,375,000 G4, 235 255 105,610,858
2017 40,575,000 B2,131.488 102,706,468
2018 42,425,000 60,017,525 102,442 525
2019-2023 232,615,000 263,856,778 486,571,778
2024-2028 272,855 000 184,726,855 467, 681,855
2029-2033 345,070,000 107,530,436 452,600,436
2034-2035 162,415,000 14,005,554 176,420,595
Totals $ 1,209,675000 § 800,338,188 § 2,110,013,188
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS

&g af and for the Years Ended April 30, 2013 and 2012

NOTE 6 - LoMG TERM QBLIGATIONS (cont.)

Repaymeant of the bonds s secured by a pledga of IMEA'S revanues.

Commitied Line of Credit

Cn Cotober 29, 2010, IMEA entered into a 525 million Committed Line of Credit agreement {LOC
Agreement) with PNC Bank, Under the LOC Agreement, IMEA may draw funds andlor post standby
letters of credit. The LOC Agreemant was increased to 550 million on September 1, 2012 and axpiras on
Cietobar 29, 2096, Az of Apnl 30, 2013, IMEA had 56 million outstanding undear the LOC Agreement,

Lang-term obligation activity for the year ended Apeil 30, 2013 is as follows:

Balanoa Balance Drue Within
BMzZ Sdditicns Faductions 4IA03 Ona Year
Revenue bonds 51233350000 % - 5 23675000 S 1209675000 % 35285000
Line af cradit
Agreemant 10,500,000 - 4 500,000 &,000.000 -
Linamaortized premium 13,023 658 - 1,188,372 11,835, 286 -
Unamortized loss on
advance refunding (2.976,451) 3 (572,202) (2,404,249) £
Cither liahilities 3172736 840,135 31,644 3,981.227 -
Talals 51257065343 % Bd0,135 5 2822814 § 1,229,087 264 § 35285000

Long-term obligation activity for the yvear ended Aprl 30, 2012 is as follows

Balanca Balance Drue Within
50111 Additions Reductions 413012 Cini Yaar
Rewvanue bonds S1242 145000 % - 5 B7e5000 5 1,233,350000 & 23675000
Line of credit
Agreamaan] - 12,000,000 1,500,000 10,500 000 -
Unamartized pramium 14 248 779 - 1,226,121 13,023 658 -
Lnamortized loss on
advance refunding {3,599 606) x (623,155) (2,976,451) -
COither lishilities 4 156773 28,304 1,012,341 2,172,736 -
Tatals 51256951 946 % 12028304 5 11910307 § 1.257,068843 § 23 675.000

NOTE T - ACCOUNTING FOR ASSET RETIREMENT DBELIGATIONS

IMEA adopted FASE Accounting Standards Codification (ASC) 410-20 - Assel Reliremant amd
Environmenial Qbhgatans (ASC 410-20) due io a lack of GASE guidance on this subject matier, An asset
retirement obligation represents a legal obligation associated with the retirement of a tangible, lorg-lived
assal thal i incurred upon he acquisiion, constrection, developmenl, or normal operation of that kong-

lved assat,



ILLINOIS MUNICIPAL ELECTRIC AGENCY =

NOTES TO FINANCIAL STATEMENTS
As of and for the Years Endad April 30, 2013 and 2012

NOTE T — ACCOUNTING FOR ASSET RETIREMENT DBELMGATIONS {conl. )

The scope of ASC 410-20 includes fulure asset retirement obligation for the closure of an ash ponds at
the Trimble County plant site and mine clesure and mine reclamaticn at the Prairie Stale Generating
facility. Olhes assel relifemant obligalions ar nal s'rgnih'i:anl to thase linancial statemants. IMEA used
estimated cash flows to determine tha obligation.

Tha falkawing lable presants the details of IMEA's assel relirement obligations, which are included an tha
balance shest in noncurrent liahilities:

Balance Liabilities Balance
501112 Incurred Accretion 413013

§ 2702189 % 695,501 § 136,109 % 3.532,800

Balanos Liabslitios Balanos
511 Incurmead Accration 4130012

¥ 2571034 3 76,346 5 54.809 § 2.702,189

NOTE B = NET Posmion

GASH No, 34 requires the classification of net position into three components — net invesiment in capital
assats; rastricted; and unresincted. Thesa classifications are defined as folkows:

Mol imvestimant in capital assels - Thes componant of net posilion consists of capilal assels, including
rastricted capital assets, net of sccumulated depreciation and reducad by the cutstanding balances of any
Bonds, mortgages, notes, or other borrowings that are atiributable to the acquisition, construction, ar
improvermeani of those assels. If there are significant unspant related debt proceeds al year-end, the
portion of the debt atbributable to the unspent proceeds are naot incleded in the caloculation of invested in
capital assels, net of related debl. Rather, that portion of the debt i included In the same net position
componant as the unspent procasds.

Restricted - This component of net position consists of constraints placed on net assel usa through
exlarmal constraints imposed by creditors (such as through debt covenants), graniors, confribufors, or
laws ar regulations of other governments or constraints imposed by law through constifutional pravisions
or enabling legislation.

Unresiricted net position - This component of net position congists of net position that do not mest the
defirition of “restricted” or "nel invesimant In capital assels.®

VWhen both restnicted and unrestricted resources are available for use, it is IMEA's policy to use restricted
rasources first, then unrestriclad resources as thay are needed.
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

MNOTES TO FINANCIAL STATEMENTS
&% af and for the Years Ended Apsil 30, 2013 and 2012

NOTE B = MNET Posmion {conl )

The fallowing calculabion supports the nel investmeant in capital assats:

2013 202
Litility ptant in service $1,195920045 F 201,700,305
Aocumulated depracialion 190,805,814) (64,168,292
Constrsclon wark in prograss 18 055 BB 595 151 811
Sub-totals 1,121, 178815 1,122 652 824
Lass: Capilal Related Debt
Current portion of capital related long-tarm debit 39,265,000 23,675,000
Long-term portion of capital related leng-term deibt 1,174,3580,000 1,209,675,000
Unamortized debt issuance costs (8,768, 168) (9,514,888)
Unamortized loss on advance refunding (2,404 249) [2.976,451)
Unamartized premium 11,835,286 13,023,658
Defarred assat — Fairfiald (8,750,575) (B,073.775)
Sub-totals 1,201 587 256 1,224 Q08 443
Add: Unspent Dabt Proceads
Debt service reserve from bormowing 93,945,904 04,818,395
Dbt service account - 961,306
Debt sarvice account - capitalized mterast - 17,018,624
Acquisition fund 24 705 204 45,689,347
Sub-totals 118,655,113 158,487 674
Total Net Investment in Capital Assels 3 AB2e632 F 55272055
The following calculation supports the amount of restricted net position;
2013 2012
Resatricted investmenis F 141967304 F 173,261,805
Less: Restricted Asseis Mot Funded by Revenues
Debt service resernve account 193,545 909) {94,818,395)
Deht sarvice account - (961 306)
Debt service account - capitalized interest - {17,018,626)
Acquisition funds (24,709,204) (45,689,347)
Todal Restricted Mel Position Mol Funded by Revenues (118,655,113) (158.487.674)
Current liabilities payable from resircied assets (21,296 341) (20,282 933)
Total Rastricted Met Position as Calculated 3 2015940 % (5508802

Generally accepled accounting principles do noi allow negative restricied net posilion to be reported.
Therefore, no restricted net positions are reported if the calculation above results in 8 negative number
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NOTES TO FINAMCIAL STATEMENTS
As of and for the Years Endad April 30, 2013 and 2012

HWOTE 8 — DeFERRED ASSET

& portion of the procesds of the Power Supply System Revenue Bonds, Saeries 2008 were advancad to
the City of Falrfield o construct a 138KV transmission line and substation facilities. The City of Fairfield
will repay the debt sarvice associated with any advanced bond proceeds throwgh monthly rates paid to
IMEA. The balance of this deferred asset as of April 30, 2013 and 2012 was 38,750,575 and $8,973,775,
respactivaly

Deferred assets also include amounts chargeable to members for settlements of power costs which
amounied to 52 888,889 and 35,555,556 for the years ended April 30, 2013 and 2012 respectivaly.

NOTE 10 = EMPLOYEE RETIREMENT PLAN

IMEA's employeas ane coverad by the llinos Municipal Electric Agency Pension Plan, a defined
contribution money purchasa pension plan with a § year vesling schadule. Benefit provisions and all othar
requirements are established by the board of IMEA. IMEA contributes 25% of eligible employes eamings
on behall of each emploves. Employees thal lerminate service prior (o baing fully vesled, forfell 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 forfeftures, for the years ended April 30, 2013, 2012 and
2011 were 707,000, $705,000, and $681,000, respectvely. Tolal coverad payrall for the respectve
years was $2 828 000, $2.822 000, and $2,722,000.

NOTE 11 — CONTRACTS AMD COMMITMENTS

IMEA hag long and shor-tarm contracts and commitments with various wholesale power suppliers o
supply energy, capacity and ransmission senvices 1o its members. These contracis vary in length and
have flexible larmes and cancellabon provisions. These confracts may be material o the fnancial
statements.

In tha normal coursa of business, IMEA may be involved in various dispules with olher partias. While
management cannoi predict the ulfimate cutcome of these disputes, total exposure is not matenal to
IMEA's financial position or results of operation,

NOTE 12 = SIGNIFICANT CUSTOMERS

IMEA has two significant customers, who were responsible for 0% and 49% of operating revenue 2013
and 2012, respactivaly.

NOTE 11 - Ri5K MANAGEMENT

IMEA is axposed Lo varicus risks of loss relaled to torts. thalft of, damage to, or dastiuction of assals,
errars and omissions, waorkers compenszation, and health care of its employess, These risks are covered
through the purchase of commercial insurance, with minimal deductibles, Seffled claims have not
axcoeded coverage in any of the past three years. Thane ware no significant reductions in coverage
compared to the prior year.
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