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A Message from the President & CEO and the

Chairman of the Board

The Tllinois Municipal Electric
Agency is a special purpose local
government founded more than
30 years ago by its member
municipalities. Our job — very

“We believe the difference is service ... IMEA formed
this joint action agency (o provide electric services
that transcend those that any single municipalily,
acting afone, could aecomplish.”

broadly stated — is to help our
member municipalities with their
obligation to serve their electric loads.

We should take a look at that phrase: “obligation to serve.”
In the case of IMEA, there are 32 cities and one cooperative
electric system that have (literally) elected to take
responsibility for providing the families in their community
with reliable, price-stable electricity. Some have been doing
so for more than 100 years, and there’s no end in sight.

Not one IMEA member community has seriously considered
giving up the enterprise and turning over its system to one
of the investor-owned utilities that operate in Illinois. Why?

Well, we’d opine that the word “serve” has a lot to do with it.
As much as we hate to admit it, those electrons that the
Agency procures and delivers to the city gates of each of the
member municipalities are identical to those flowing in
other systems, and one Watt’s worth of power measures the
same inside an IMEA town as it does outside the city. But we
believe the difference is service. The people and businesses in
IMEA member communities receive their electric service
from a system that is overseen by their locally elected
officials. When there is a new hook-up, a restoration, a
system improvement to be made, it’s city workers who
perform the task. Residents often walk their utility payments
into city hall. There are no shareholders demanding profit.
There are, however, citizens expecting to be treated like the
friends and neighbors that they are, trusting that their city
or village electric enterprise is being well managed for the
benefit of all.

In that vein, the cities that comprise the IMEA formed this
joint action agency to provide electric services that transcend
those that any single municipality, acting alone, could
accomplish. In the Agency’s early years, this meant
leveraging the aggregated buying power of the members to
achieve lower costs for wholesale power contracts.
Eventually, the Agency’s board chose to purchase ownership
shares in generation resources as a further hedge against
market price volatility.

The Agency could have stopped there. In fact, there are joint
action agencies that have no dedicated staff. They are simply
a collectivized agreement among their member cities —
owners’ or buyers’ clubs if you will, whose boards of direc-
tors meet to decide purchasing and ownership policies and
maybe contract to third parties whatever operations work
needs to be accomplished. But that’s not the environment in
which IMEA's member municipalities operate.

IMEA member electric systems are second to none in their
commitment to provide quality, reliable service to their
customers. As those cities’ joint action agency, IMEA must
also strive to do no less.

The pages that follow focus on a discussion of three services

the Agency provides for its member electric systems:

¢ Managing financial and operational opportunities and
challenges in the power markets

e Legislative advocacy

e Providing value added services, such as association
management and electric efficiency programs.

Those are just some examples. We could have just as easily
discussed IMEA's role in providing finance, engineering,
operations, legal, compliance and economic development
support and services to our member communities.

At IMEA, we’re rightly proud of the service we deliver to our
member municipalities. Yes, we feel that providing value

added service is part of our obligation.

It is also our pleasure.
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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 in 1984, 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, long-term, cost-based power supply contracts, shorter term contracts
and purchases from the market when that is an economical option. IMEA also uses the power plants owned and operated by
members to meet the memberships’ needs from time to time.

IMEA backs its commitment to power supply excellence with a 24-hours-a-day, seven days-a-week Operations Center staffed by
highly skilled power supply professionals. In addition, IMEA provides financial, 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, 2016 2015 2014 2013
Operating Revenues:
Electric Sales to Participating Members $305,397,433 $297,920,665 $313,329,416 $293,252,375
Electric Sales to Others 9,250,649 9,487,955 10,202,123 9,191,496
Member Assessments 0 0 0 0
Other 3,433,172 4,906,065 3,570,481 2,038,994
Total Operating Revenues 318,081,254 312,314,685 327,102,020 304,482,865
Operating Expenses:
Purchased Power 92,863,982 93,821,555 112,229,955 121,189,265
Transmission 21,906,341 13,114,019 14,902,996 19,839,895
Prairie State and Trimble County Unit #1 and 2:
Fuel 41,685,758 43,282,351 37,198 450 35,127,223
Operations and Maintenance 36,285,399 36,338,400 32,417 374 20,463,752
Member Payments:
Fuel Reimbursements 823,604 1,119,275 1,431,522 1,423,755
Capacity Payments 9,183,749 9,202,280 9,163,470 9,204,193
Generation Payments 2,728 2,774 6,056 3,357
Administrative and General 7,313,294 7,456,187 8,232,434 7,084,137
Depreciation 34,320,066 33,126,911 32,659,266 27,081,063
Other Utility Operations 1,927,742 1,429,914 1,880,493 1,169,848
Total Operating Expenses 246,312,663 238,893,606 250,122,016 242,586,488
Net Operating Income 71,768,591 73,421,019 76,980,004 61,896,377
Other Expenses - Net (45,730,938) (53,399,018) (59,430,472 ) (46,421,103 )
Net Income Before Special Ttem $26,037,653 $20,022,001 $17,549,532 $15,475,274
Special Item $0 $0 $0 $0
Change in Net Position $26,037,653 $20,022,001 $17,549,532 $15,475,274
Peak Demand (Non-Coincident kW) 939,653 942,161 1,005,629 1,084,464
Kilowatt-Hour Sales to Participating Members(kWh) 3,938,284,055 3,974,872,808 4,102,836,932 4,135,520,775
Kilowatt-Hour Sales to Others(kWh) 110,822,027 120,211,294 123,499,732 115,139,111
Cost per kWh to Participating Members (Cents/kWh) 7.75 7.50 7.64 7.09
Cost per kWh to Participating Members after
Capacity Payments (Cents/kWh) 7.52 7.26 741 6.87
Debt Service Coverage after Rate Stabilization Transfer 113% 110% 110% 113%
Principal Paid on Revenue Bonds $41,375,000 $36,960,000 $35,285,000 $23,675,000
Revenue Bonds Outstanding $1,045,885,000 $1,087,260,000 $1,174,390,000 $1,209,675,000
Net Position $173,917,592 $147,879,939 $127,857,938 $110,308,406



2012 2011 2010 2009 2008 2007

$269,710,862 $166,474,951 $148 999,323 $146,290,958 $140,222,832 $101,362,681
9,081,678 9,079,342 8,876,865 2,630,952 3,284 0
0 8333 10,000 10,000 10,000 28,500
1,867,134 1,272,067 1,521,276 1,221,779 1,155,131 369,710
280,659,674 176,834,693 159,407 464 150,153,689 141,391,247 101,760,891
167,998,413 99,499,201 105,434,390 95,326,413 92,125,794 54,127 374
23,747,840 14,924,800 14,049,221 11,590,389 10,277,107 6,657,441
23,540,732 14,152,031 7,838,048 11,099,921 7,498 448 7,892,265
8,331,479 5,786,808 5,859,538 4,532,103 4,226,640 3,511,622
2,083,846 1,236,692 995,589 1,866,252 1,507,892 2,358,657
9,334,291 9,309,573 9,281,604 9,263,030 9,527 462 10,159,631
17,866 5,799 2,997 4719 15,297 32,547
7,320,757 6,781,113 6,114,056 5,774,665 5,112,890 4474511
7,796,362 4,454,531 3,291,971 3,433,667 3,245,737 3,129,115
970,795 869,565 1,107,938 633,090 613,600 598,955
251,142,381 157,020,113 153,975,412 143,524,249 134,150,867 92,942,118
29,517,293 19,814,580 5,432,052 6,629,440 7,240,380 8,818,773
(11,471,707) (5,667,893 ) (3,580,580) (3,243,851) (2,546,837 ) (1,912,322)
$18,045,586 $14,146,687 $1,851,472 $3,385,589 $4,693,543 $6,906,451
$0 ($1,179,024) $0 $0 $0 $0
$18,045,586 $12,967,663 $1,851,472 $3,385,589 $4,693,543 $6,906,451
1,063,494 649,186 608,019 615,849 626,716 511,245
3,.910,906,019 2,591,542,077 2,415241,184 2,525,506,187 2,661,927 664 2,087,270,895
112,278,126 117,881,804 121,424,791 38,254,057 0 0
6.90 6.42 6.17 5.79 5.27 486
6.66 6.06 5.78 5.43 491 437
119% 113% 148% 138% 139% 168%
$8,795,000 $8,710,000 $3,665,000 $3,485,000 $3,365,000 $2,985,000
$1,233,350,000 $1,242,145,000 $1,110,565,000 $792,440,000 $795,925,000 $196,650,000

$94,833,132 $76,787,546 $63,819,883 $61,968 411 $58,582,822 $53,889,279



The Illinois Municipal Electric

Agency at a Glance

IMEA is ...

a not-for-profit unit of local government created in 1984
that is currently comprised of 32 municipal electric systems
and one electric cooperative from all across Tllinois. Each of
those IMEA Member communities owns and operates its
own electric distribution system. Some Members operate
local power generation plants.

IMEA's focus is ...

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
Members 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
long-term and short-term purchase power agreements.

IMEA backs its commitment to power
supply excellence ...

with a 24-hours-a-day, seven days-a-week Operations
Center staffed by highly skilled power supply professionals.
In addition, IMEA provides financial, engineering, legal,
communications, economic development, legislative

and regulatory oversight services and an energy efficiency
program for its Members.

Putting forth a wealth of experience ...
IMEAS six senior officers have a combined 150 years’
experience in all facets of the electric industry — from
engineering to marketing to project management to
finance to regulation.
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The mission of the IMEA is to provide member
communities with quality utility services

in a reliable, cost-effective and environmentally
sensitive manner.

IMEA - Service is the Key

The IMEA is a joint action agency formed in 1984 by its member
municipalities in accordance with the provisions of the Tllinois
Municipal Code. Agency membership is comprised of 32
municipalities. IMEA also serves one rural electric cooperative.

Providing Power
IMEA's job is to produce or secure power for its members and provide
for that power to be delivered to the city gates.

The Agency fulfills this part of its mission through long-term and
short-term power services contracts and through ownership shares of
generation facilities — most notably a 15.17 percent ownership share in
the Prairie State Generating Company in Marissa, Illinois, which
represents more than 240 megawatts of capacity, and a 12.12 percent
ownership share in Trimble County Units 1 and 2 in northern
Kentucky, which represents more than 150 megawatts of capacity.

For fiscal year 2015-16, 66 percent of IMEA' power supply
requirements were met by IMEA-owned or member-owned generation
resources. The remainder came from long-term, cost-based contracts;
long-term purchases of renewable generation; and short-term
contracts. Altogether, this power supply mix means that 92% of the
energy the Agency supplies to its members comes from cost-based
sources (e.g., those owned or under a long-term, cost-based contract).

IMEA 2016 Portfolio of Generated and
Purchased Power Supply

Owned
Generation 66%

Purchases 34%

. Long-term
Ownership cost-based
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IMEA has a 15.17 percent ownership share of the Prairie State
Generating Company in Marissa, [llinois.

IMEA is, however, much more than a purchasing and holding
agent for its municipal members. As you will read in this report,
through numerous services, including engineering, legal,
education, electric efficiency, regulatory compliance and
economic development assistance, it provides the expertise few
individual systems have at their disposal. IMEA, more than any
single system, has the wherewithal to analyze opportunities and
assign human and economic resources to mitigate risks and work
to effect changes in this complicated and ever-changing industry.
For examples of the key services the Agency provides to all
members, we’ll focus on the following key areas:

 Managing Opportunities and Issues in the Power Markets

* Legislative Advocacy

* Providing Value-Added Services

Managing Opportunities and Issues
in the Power Markets

As an outgrowth of the federal Energy Policy Act of 1992, which
allowed more entities access to transmission lines, came the
formation of a number of regional organizations called
Independent Systems Operators (ISOs), whose mission is to
operate regional transmission networks independently of various
transmission line owners, thereby ensuring non-discriminatory
access to the system and, theoretically, simplifying the regional
transmission rate structure.

The MISO and PJM Markets

IMEA and its member municipalities are obligated to serve loads
that are physically located in two ISOs — the Midcontinent
Independent System Operator (MISO), whose territory includes
most of southern Illinois, and the Pennsylvania-New Jersey-
Maryland Interconnection (known as PJM), which includes
territory around the Chicagoland area, including the IMEA
member communities of Naperville, Rock Falls, St. Charles and
Winnetka. Thus, IMEA must be active in two energy markets: one
in which most of its members are located (MISO) and another in
which more than half of its load resides (PJM). Indeed, three

years ago, the Agency hired a manager of energy markets to help
coordinate market planning and assist IMEA's Legal Counsel,
operational personnel, and outside consultants and attorneys to
discover opportunities in the market and help shield the Agency
and its members from unwarranted market and regulatory risks.

Energy and Capacity Markets

“IMEA, mone than any single system, bas the

é 'ﬂé gm ﬂ 25 a :ﬁ: M o
treman and economdc nesounces To mitigate nidks
mm_é o o ‘ "”

As background, the overall price of electricity is comprised of
various costs, including transmission (the cost of moving
electricity on the wires), the cost of the electricity itself and the
capacity cost.

Capacity is the capability of a physical generation facility that
produces energy. For example, IMEAs share of Prairie State is
equal to 15.17 percent of the generator’s total capacity or 240
megawatts. Thus, IMEA has 240 megawatts of capacity from
Prairie State that it must put into the market. However, since
IMEA is responsible for serving the needs of its members, it must
also buy sufficient capacity from the energy capacity markets.
Capacity is usually procured in an amount that meets the highest
projected demand plus reserves for the year. (That highest
projected demand usually occurs on the hottest day of the year.)
In that way, the Agency (and the market) assures a steady supply
of capacity for its members.

In theory, IMEA should be able to put capacity it owns and/or
produces into the market at a specific price and take it out at that
same price. Thus, owned capacity should act as a long-term
hedge against the overall price of electricity.

In actual practice, two major issues are currently causing the
capacity markets to operate in such a manner that disadvantages
IMEA and certain other municipal and cooperatively owned elec-
tric agencies. The first has to do with the capacity prices as deter-
mined in the MISO and PJM markets. The second has to do with
transfer rights between the MISO and PJM markets.

“Uinety-tuwo pencent of the encrgy the
Agency supplics to ite memberns comes from
cost - based sounces.”



Uneven Playing Field in the Capacity Market

The MISO and PJM markets are auction based. Energy is bought and
sold at prices that fluctuate every hour or every five minutes
depending on the market. Capacity is procured on an annual basis in
auctions that are held two months in advance in the MISO market
and three years in advance in the PJM market. Capacity auctions
work in 2 manner whereby the very lowest bid is accepted first to
fulfill the number of megawatts that the bidder offered into the
market. Then each next lowest bid is accepted until the number of
megawatts required from all market participants are procured. The
price of the last megawatt to clear the market (the “highest lowest
price”) is then the price that all successful bidders are paid.

In theory, the market rewards the most efficient producers, because
they can bid into the market at lower prices and still recover their
costs. However, seemingly unrecognized (and unmitigated) is the fact
that all market participants do not operate from the same set of
regulatory rules.

Mllinois is a deregulated state, which means that electric generation
companies in the state are not guaranteed a set rate of return that is
built into the rates that end-use customers pay for electricity. In
Mllinois, the only income that generation companies receive is from
participation in the energy and capacity markets. But most partici-
pants in MISO are in states whose public utilities commission guar-
antees a rate of return for electricity producers (who are permitted to
charge end-use customers based on their cost of production). With
their operating costs largely already covered by these state-guaranteed
rates of return, producers with excess capacity can afford to bid into
the MISO auction at a lower price. Their price almost always clears
the auction and has the effect of lowering all the other prices, some-
times leaving Tllinois generators short of the revenue necessary to
recover their costs.

Market Impediments to Transferring Electricity from

the Generator to the Load

The challenges of owning generation in one market (MISO) and
serving load in another (PJM) have been increased of late largely due
to unforeseen conditions, such as price separations in the market and
also seemingly capricious rule changes instituted by the markets
themselves.

Before taking an ownership share of Prairie State (located in the
MISO market), IMEA verified that, as an entity with a history and an
obligation to serve cities located in the PJM market, it had a firm
transmission path between MISO and PJM that was approved by both
PJM and MISO.

However, PJM and the Federal Energy Regulatory Commission (FERC)
changed the way they recognized the Agency’s firm transmission path in
2014. Tn 2014, the Agency received a one-year waiver for the 2017-18
PJM delivery year, which allowed it to continue serving its load in PJM
with generation resources in MISO as it had in the past. But in 2015,

The IMEA Operations Department monilors pricing nodes and
usage at IMEA member electric systems 24-hours a day.

the FERC declined to extend that waiver beyond one year. IMEA then
worked with PJM and MISO to effect a pseudo tie — which is a way of
virtually making the output of Prairie State become a PJM-based gen-
eration asset that can be called upon by the PJM market operations
staff itself.

“ IMEA will, continue to explone every avenue
avadlable to effect improvemente to the evidting
— aud ala any jutine — rudes, lams and
taniffe ander which the market operates. Thes
tack, thougth offen daunting, co one way that
memberndhity in a rnobudt joint action agency
benefite ite membern municipalities.”

But even this solution comes with an economics issue. The PJM member
municipalities that IMEA is obligated to serve are all located in the
Chicagoland area of the PJM market (commonly known as the ComEd
zone, after the investor-owned utility that serves much of the area).
IMEAs physical pathway to the PJM market pours into the ComEd zone.
The ComEd zone has become (due to demand and congestion issues)
one of the most expensive of all the PJM market zones. The import rules
say that the capacity that IMEA puts into the PJM market is compensated
at the (lower) average market price of all the PJM market zones. But to
serve the IMEA loads in the ComEd territory, the Agency must purchase
capacity at the higher ComEd zone price. Thus, market rules are
interfering with the Agency’s ability to effectively self-serve its load by
requiring it to import and get paid for the capacity at a lower price and
purchase the capacity back at a higher cost.

IMEA — A Force for Public Power in the Marketplace
To reach mutually agreeable solutions to these complex problems,
IMEA has had several meetings with MISO staff, PJM staff, and

the PJM independent market monitor. IMEA staff, the American
Public Power Association, and others have represented the interests of
member municipalities and other public-sector entities during
policymaking sessions of PJM and MISO. The Agency has offered
alternative economic and engineering modeling to challenge the
market modelers’ assumptions and work to correct inequities in the
marketplace. IMEA will continue to explore every avenue available to
effect improvements to the existing — and also any future — rules,
laws and tariffs under which the market operates. This task, though
often daunting, is one way that membership in a robust joint action
agency benefits its member municipalities.



Legislative Advocacy

While regulatory and operational matters associated with the
Agency’s operations in the ISOs has consumed a great amount of
time in the past year, legislative advocacy on both the state and
federal level has also been a major focus. Issues of concern
include the U.S. Environmental Protection Agency’s Clean Power
Plan (CPP), with its goal of reducing carbon dioxide emissions in
the nation, as well as a series of bills and proposals within the
Ilinois General Assembly that would remake the state’s energy
industry in a variety of ways.

As to the Clean Power Plan, Agency staff has spent a great deal of
time in discussions with representatives of the Illinois EPA to
determine the general components of a compliance program for
the regulation as it currently exists. This, despite the fact that the
CPP is currently stayed from implementation and will be in the
courts until an eventual decision on its constitutionality by the
Supreme Court. Still, some of what is known about the CPP was
used as part of a strategic review that Agency staff prepared for the
members in the spring of 2016.

The many unknowns associated with the actual implementation
of the CPP make predicting specific outcomes difficult. In
general, it appears that the Agency’s ability to comply with the
rules of the plan at the lowest cost depends on a number of both
internal and external factors. Those external factors are, in many
ways, beyond direct Agency control. Not the least of these is the
number of fossil-fuel fired power plants in Illinois that will retire
between now and the early implementation date of the CPP.

It seems likely that a primary means of compliance for fossil fuel
plants, such as those in which the Agency holds ownership, will
be through the purchase of carbon-free energy from the market
or from counterparties or through the purchase of carbon
allowances. An allowance equates to permission to emit a
specific amount of carbon dioxide.

Additional plant retirements will reduce carbon dioxide emissions
in the state and should make compliance on the remaining
plants easier, because the allowances fossil-fired plants will need
to operate should be more plentiful.

Another key question is whether allowances will be tradable
across state lines. This depends on the manner individual states
choose to comply with the rule. If allowances are widely available
across state lines, that fact should also act as a means to reduce
the cost of allowances.

Beyond the CPP, there are a series of federal legislative proposals
and concerns that run the gamut of utility issues.

As we approach the beginning of a new Congress, it is almost

certain that there will be tax reform measures under consideration.
Some proposals, as has happened in the recent past, may attempt to
limit or eliminate a unit of local government’s ability to use tax-
exempt finance. This is an issue that will require additional attention
from all municipalities in the coming year.

Also, the current Congress (in both chambers) continues to work
on a comprehensive energy package with bills in both houses that
contain a number of provisions of interest to municipal systems.
These include:

e Hydropower — We support the hydropower language in both
bills that would reform the current licensing and relicensing
process to enable further development of this important
renewable source of emissions-free generation.

* Reliability — We support language in both bills to give the
Federal Energy Regulatory Commission (FERC) a formal
role in reviewing major federal regulations that could
impact grid reliability.

e Pipeline permitting — We support the provisions in both bills
to streamline the interstate natural gas pipeline permitting
process by requiring concurrent reviews by federal agencies.

e Energy efficiency — We support the provisions in both bills to
promote energy efficiency, particularly the language to
repeal Section 433 of the Energy Independence & Security
Act that prohibits the federal government from using energy
generated from fossil fuels by 2030.

® RTO markets — We support a balanced inquiry proposed by
the Senate into whether RTO mandatory capacity markets
ensure reliability while allowing for resource diversity and
the ability of utilities to self-supply their capacity needs. A
related House provision would pressure RTOs to adopt costly
performance mechanism requirements that would limit the
types of resources that could clear in capacity markets.

Along with our federal oversight, there are a number of pieces of
legislation at the Illinois General Assembly that could have long
standing implications for the Agency and its members. In many
ways they are inextricably connected to the eventual impact of the
CPP, as well as the issues the Agency is currently working on with
the 1S0s.

“Tu all mattens bejore the General
Assembly, the Agency s stafy will wigorondly
exidting law and work to ensure any
dtatutory changed do uot unnecessardly affect
thein ability to senve Thetn cudtomens.”
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Through the llinois Municipal Utilities Association, and in
coordination with the American Public Power Association and the
American Public Gas Association, IMEA works fo preserve and
enhance the privileges public utilities hold by state and federal statute.

Exelon, along with its subsidiary ComEd, have floated a number of
legislative proposals intended to provide extra revenue for their
nuclear generation facilities and distribution system operations.
Threats to close some of its nuclear generation facilities have been
circulating for years. The primary means for the new revenue would
be the creation of a type of carbon-free energy certificate that the
state would require to be purchased, perhaps as part of a rehabbed
renewable portfolio standard (RPS) in Illinois. Changes in the RPS
are something that various environmental interests also want, and
Exelon has been seeking a compromise that would put these groups
in support of its proposal. Meanwhile, ComEd would like legislative
authority to change the way it bills its customers by moving to a
demand rate rather than a flat cost-per-kilowatt-hour rate for all its
customers, including residential.

Dynegy is also interested in legislation that would provide extra
revenue for its downstate coal-fired plants. Dynegy has long criticized
the lack of certainty and low revenues provided by the MISO capacity
auctions and this year announced a number of plant shutdowns,
which are characterized in most cases as “mothballings.” Over the
next few years, the company would then decide if the shutdowns
would be temporary or permanent. Dynegy has dual proposals that
would require all of Ameren’s transmission facilities to be transferred
from MISO into PJM (where capacity revenues paid to generation
facilities are currently higher) and in the interim to provide a
transitional revenue stream, not unlike the Exelon certificate
proposal, to keep its plants functioning.

Needless to say, these are all sweeping changes that have met
resistance from a number of entities. Adding in the uncertainties
attached to the CPP and the complications that the state’s ongoing
budget crisis has created for the legislative process, little action is
expected until the spring session of 2017. While the Agency is
generally supportive of actions that would provide a higher level of
capacity revenue over a longer period of time, the fine details of any
proposal will need to be weighed before any decision on the merits of
a particular plan. As in all matters before the General Assembly, the
Agency’s staff will vigorously protect the rights and privileges that
municipal systems in the state hold under existing law and work to
ensure any statutory changes do not unnecessarily affect their ability
to serve their customers as they have for the last one hundred years.

Value-Added Services

In service to its member systems, IMEA takes on responsibilities or
provides services that may be beyond the scope of any one of its member
municipal systems. The result is more effective education and training
opportunities, outreach to key customers or assistance to help cities
manage utilities, including their water or natural gas systems.

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

The IPEA

The IPEA, which was formed in 2005, is 2 wholesaler of natural gas to
12 municipal systems and two cooperative natural gas systems across
Mlinois. IMEA provides managerial oversight for the IPEAs day-to-day
operations. IPEA has, in its eleven years of operation, become one of the
leading natural gas joint action agencies in the Midwest. Through a
management contract, IMEA staff assist IPEA member natural gas
systems by: helping to coordinate their nominating and hedging
strategies; reconciling billings and true-ups with their wholesale gas
provider; and assisting with public outreach to their customers.

The IMUA

Formed in 1948, the IMUA is a statewide trade association that
provides a wide variety of services to its 57 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
provides a diverse array of vital training programs and 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.

IMUA Trainer Denny Swan provides CPR instruction to a group
of linemen.




Linemen_from many IMEA member ulilities rely on the training
they receive from the lllinois Municipal Utilities Association to help
them kegp themselves and their coworkers safe when they repair or
install equipment out in the field.

In the last year, the Association has provided:

e Tllinois Department of Labor required training for lineman
and other utility personnel. Training topics included arc
flash protection, lock out/tag out, fire extinguisher safety,
hazardous communications, personal protective equipment,
respiratory protection, confined space entry and rescue, and
worksite traffic control, among others.

e Periodic legislative bulletins that alerted managers and other
personnel at public utilities to the current status of state and
federal measures that could positively impact or adversely
affect their operations. The IMUA works closely with the
American Public Power Association and the American Public
Gas Association to provide information and advice to state
and federal lawmakers.

o Sample municipal ordinances on such topics as budgeting,
net metering and interconnection policies that member
municipalities can modify and put in place as needed.

o Special conferences and seminars on such topics as OSHA
compliance, distributed generation, and diesel generator
operation and maintenance.

o Twelve editions of 7he Safety Sentinel, a monthly
publication intended to be used by member utility systems
as content for bill stuffers, newsletters or Web pages. Each
issue provides safety warnings or energy efficiency tips that
utilities can pass on to their residential customers with little
or no municipal staff resources involved.

The nesalt co more effective education and
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Electric Efficiency Program

The Agency’s Electric Efficiency Program began in 2009,
providing funds to go toward the purchase and installation of
energy efficient technologies for IMEA members and their
commercial and industrial electric customers. In early 2016, the
IMEA hired a consulting firm to evaluate its program and assist
with a restructuring effort to align program incentive rates,
allowable measures and energy savings calculations with
prescriptions found in the #linois Statewide Technical Reference
Manual for Energy Efficiency, commonly known as the 7RM.
The state’s investor-owned utilities, which are mandated by state
law to offer electric efficiency programs to customers (and also
finance them through line-item charges on customer bills),

are required to run their programs in accordance with 7RM
guidelines. IMEA, with its voluntary, self-financed program, is
under no such requirement. However, the Agency is transforming
its program in anticipation of the potential implementation of
the federal Clean Power Plan. Depending on how the state
chooses to comply with the federal mandate (should it come to
pass), qualified energy efficiency programs will very likely be
granted allowances that can be used by — or sold to — generators
in order to offset their carbon emissions. To qualify for these
allowances, electric efficiency programs will likely need to submit
to state oversight or third-party verification, and the 7R is the
most likely yardstick that would be used to evaluate a program’s
proper operation.

As of August 2016, 330 electric 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 45 million
kWh annually. Rebates to customers have totaled in excess of
$5.3 million.

In August 2011, IMEA began what has become a six-year,
$600,000 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
$50 prepaid card for doing so. From August 2011 through August
2016, residents in IMEA member communities recycled 1,600
refrigerators and freezers, realizing an estimated annual energy
savings of more than 1.4 million kWh annually. W



Summary of IMEA Sales to Members
Fiscal Year Ending April 30, 2016

Non-Coincident

Peak Demand  Energy Usage Population
(kw) (kwWh)
Participating Members
Altamont 6,219 24,088,504 2,308
Bethany 2,437 8,723,206 1,322
Breese 13,011 53,662,452 4,506
Bushnell 8,180 35,926,654 2,976
Cairo 12,206 72,723,999 2,467
Carlyle 9,276 37,533,819 3,224
Carmi 14,429 56,761,878 5,119
Casey 7,349 30,101,938 2,709
Chatham 23,894 80,498,824 12,351
Fairfield 17,289 70,321,149 5,040
Farmer City 4,622 20,456,802 2,004
Flora 26,206 126,197,930 4,944
Freeburg 11,084 42,203,527 4,241
Greenup 4211 17,246,695 1,495
Highland 33,527 134,292,848 0,848
Ladd 2,866 13,216,608 1,241
Marshall 13,608 66,177,756 3,880
Mascoutah 15,954 56,911,796 7,975
Metropolis 20,242 82,599,827 0,334
Naperville 328,597 1,407,022,970 147,100
Oglesby 9,161 36,272,407 3,647
Peru 50,016 233,161,767 9,952
Princeton 23,220 104,643,400 7,594
Rantoul 32,464 161,477,549 13,008
Red Bud 12,160 49,397,457 3,586
Riverton 6,569 23,499,987 3,462
Rock Falls 18,426 64,471,270 9,087
Roodhouse 3,051 11,436,172 1,730
St. Charles 113,798 532,914,092 33,460
Sullivan 14,965 70,482,008 4,494
Waterloo 23,329 88,927,178 10,236
Winnetka 32,758 124,931,586 12,472
Total Full Requirements Sales
to Participating Members 915,124 3,938,284,055
Sales to RECC 24,529 110,822,027

Total Sales 939,653 4,049,106,082
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INDEFENDENT ALDITORS' REPORT

Ta the Board of Directars
[linoi= Municipal Electric &gency
Sprngfield, [linois

Report on the Financial Statements

W have audiled the accompanying Dnancial stalements of linois Municipal Electne Agency (IMEA), as af and
Tor the years ended dpril 30, 2006 and 2015, and the related notes to the financial statements, which
callecthely compeiss IMESA s bas financial statements as listed In the 1able of contents,

Management's Responsibility for the Financial Statenents

Manegement is responsible for the preparation and feir prezantation of thess financial statements in
accordance with accounding principles generally accepted in the Uniled States of America; this includes the
design, implemantation. and maintenance of intarnal control ralevant to the preparation and fair presentation of
financial statements that are free from matarial misslatement, whethes due o fraud or armor,

Auditors’ Respansibility

D resgonsibilfty is o express an opinion on these financial statements based on our audits. We conductad
aur awdits in accordance with auditing standards generally accepted in the United States of America, Those
atandards reqguire that we plan and perform the audits o obtain reasonable asaurance abaout wheathar the
financial statements are free from material misstatement.

An audit invohees perfarming procedures to abdein audit evidencs about the amounis and disclosures inthe
financial statements. The procedures salecied depend on the auditors’ judagment, including the assessment of
e rigks of malerial misstatermant of the financial siatements. whether due lo fraud or error. In making those
risk agssassmants, tha audior congiders intamal conlral ralevant Lo IMEA's praparation and Tair prasentation of
thez Tinancial statements in order to design awdit procedures thal are appropriate in the circumslancas, but fot
Teat 1he purposs of @dpressing an apinion an e affectiveness of IMEA's internal contral. Accordingly, we
express no such opinion. &n audil alse includes evalualing the appropralensess of accounting polickes wsed and
the: reascnableness of gignificant accounting estimates made by managemeant, as well as evaluating the overall
presentation of the financial statements

We believe that the audi evidence we have obtained s sufficient and appropriste to provide a basis for gur
audit opinion.

Ohpindomn

I cwr opinion, the financial slademenls referad Lo above present fairly, in all matarial respecls, the finandcial
position of IMEA s of Apal 30, 2018 and 2015, and the: respeclve chamnges in nancial posilion and cash Mows
trwr@d For thes yacars then anded in aceordancs with accaunting principhas genorally accepled in ha Linilosd
Slales of America,

F A Ty

INTERNATIORAL

An Affirmative Action Equal Opportunity Employer



T the Board of Directors
[linods Municipal Electrdc Agency

Otfver Matter
Ragured Supplementany Information

Accounting principkes genarally accepled m the United States of Amarica require that the Managemsant's
Dizcwssion ard Anabysis infarmalion as listad in e lable of contants be prasantad Lo swoplement the basic
financial stalemants. Such informabion, although not & part of tha basic financial slatements, s reguired by the
Losernmental Accaunting Standards Board who congiders it to be an essenlial par of inandal reparting for
placing the basi: linancal slalerments in an appropriale operalional, econocenic, or hislonical conlexl, We have
applied cerain mited procedures to the reguired supplementary information in aceerdancs with auditing
standards generally accepted in the Uniled States of America, which consiated of inquires of management
about the rmethods of prepenng the information and comparing the iInformation for conastancy with
rmanagement's responses to our inquiries, the basic financizl statemenis, and other knowledge we obtainsd
during our Aawdit of the basic financial statements. We do not express an opinion or provide any AESUrANCE on
the information becausa tha limited procadures do not prowvida we with aufficient evidencs to sxpresa an opinion
or prowvidea any assurance.

3*&-&.*“ ﬂ‘}} Virelime) K:‘m, LLF

hadison, Wisconsin
July 22, 20116




MANAGEMENT’S DISCUSSION AND ANALYSIS



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MANAGEMENT'S DISCLISSION AND ANALYSIS
Ag of and for the Years Ended Aprl 30, 2016 and 2015

The managemsnt of the lllinois Municipal Electric Agency ["IMEA™) offers zll persons interested in the
financial position aof IMEA this narrative avaniew and analysis of IMEA's financial perdfiormanca during the
yaars anding S&pril 30, 2076 and 2015, Pleasa rasd this narrative in conjunclion with the accompanying
fimancial statemeants and the accompanying nofes lo financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

The Ilinoie Municipal Elecinc Agency is o body politic and corporale, municipal corporation and wnit of
local gowernment of the State of llinodz. IMEA was created in 1984 under the provisions of Dihvision 1191
af aricle 1 of the Hinagls MIJHIE[!I.HI [ h'!lu' A grnup 4| mumnlpalmm The PRITROSE: af IME& 18 1o _||!'r| "lﬂ':,l'
plam, finance, own and operate faclities for the generalion and transmission of electnic power and energy
1o provide for the curment and projected energy nesds of the purchasing members. IMEA has thirty twa
(32} members, 2ach of which i 3 municipal corporation in the State of linois and owns and operates a
municipal electric system.

Thi=s annual report consisis of hwo pars: Management's Discuseion and Analysis (this seclion) and the
financial statermenis. Thesa statemenis are prepared on the accrual basis of accounting in accordance
wilh stoounting principals genarally accepbed in the United States of America. IMEA usas the Unilorm
Syslem ol Accounts prascribad by the Faderal Encrgy Segulalony Cormmission

The Statements o Revenues, Expanses and Chandges in Mel Position prasant inlefmation showing how
IMES's nel poslicn changed dunmg Uhe most recenl wear des lo IMEA's Dusiness aclwily,  The
Statements of Mel Fosition reporl year end assels, deferred outflows of resources, babiilies and met
pesition bakances based on the ordginal cest adjusted for any depreciation, amerization or vnrealized
Qana/eases a8 Approprate Dver ime, increases or decreases In IMEA's net posibon are one indicalor
of whether ita financial health is improving or deterarating. Other factors to consider include the Agency's
wholesale slectric rates and abilify fo maintaim or excesd the debt coverage levels required by ils bond
resclution.

IMEA FINANCIAL AMALYSIS

An analysis of IMEA's financial position begins with the review of the Statements of Nel Posilion and the
Staterments of Revenues, Expenses and Changes in Met Position. A summary of IMEA's Slalements of
Mat Position s presented In Table 1 and the Stalements of Revenuss, Expenses and Changes n Net
Posihon are somemanzed n Talbde 2,

Ses Bomompanying mdependent auditors' report,




ILLINOIS MUNICIPAL ELECTRIC AGENCY

MAMAGEMENT'S DISCUSEION AND AMALYSIS
As of and for the Years Ended April 30, 2016 and 2015

IMEA FINANCIAL AMNALYSIS (cont. )

Table 1
Condensed Statements of Net Position
2016 2015 2014
Litilily plant 51.060,961,113  $1.081,957 424  $1.100,097 854
Rastricted assals 104 508,640 105,604,914 126,912.186
Currant assals 158,135,713 121,815 491 114 8357 B33
Other assate 6,179, 768 6,931,831 19 262 007
Deferred outflows of resources 40,418,512 44 266,182 1,685,545

Total Assets and Daferred Outfliows of Resources §1,379.200,7456  51.360,576,842  $1.363,115.215

Met Position:
Invesied in capital assets 52,267 542 545,944 830 328022 108
Restrichad T,AR3 22T ¥,£74 396 6,319.758
Linresincted P L T e 93,660,713 42 516,072
Tital Net Pasition 173,917, 5592 147 873,838 127 85T 08
Moncurrant kabiliies 1,108 476 Q57 1,143,085 170 1,164, 720 7o8
Current Eabilifies Qb 806, 1597 a8 GO0, 733 TO 485 475
Total Liakilities 1,205,283, 154 1,212 686 603 1,235 257 27T
Tolal Nel Posilion and Liabillias 1,379,000, 746 1,360,575 842 1.383,115.215

STATEMENTS OF NET POSITION

Year Ended April 30, 2016

IMEA's total wility plant decreased by 511 596, 311 during the year ended April 30, 2076 The Agency
riade total payments of $17, 342 996 toward the capital improvemeants assoclated with the Prarie State
progect, Trimble County Units 1 & 2 prgects and other smaller capital acouisitions and mmprovements
IMEA also recordad an assel retirement obligafion in the amount of $11,285 455 associated with these
projects. Total current lighilities aseociated with these capial mprovements were 3770287 which is
reflected in current lighilities. These capital investmeanis net of depreciation accounted for a majority of
the changes in wliliy plant. Depreciation expense of $34 320,066 was recorded during the year.

IMEA increased the cash and shori-tarm invastmeants held in operaling ressre sccounts by 33,704 819
from the presious year. IMEA alkso recaived cash collaberal in the amount of 525 023,003 from a supplisr
af lang-term power supply in axchange for previous collateral haeld in the farm of a lelier of credit. These
changpas alondg wilh an incraase in e amownl of prepaymants made al the and of the wear represant 1ha
majorily of the increase in curenl assels,

Ses accompanying independent auditors” repan.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MAMAGEMENT'S DISCUSZION AMD AMNALY SIS
Az of and for the Years Ended April 30, 216 and 2015

IMEA FINANCGIAL ANALYSIS (cont )

STATEMENTS OF NET POSITION {cont.)

Proceads of ravenue bonds nol vel expanded are included in restricled assels.  The decraasa in
resiricted assets of $1.096274 was primarly caused by payments being made toward capital
investments.

Mel position increased due o current year operations that resulted in net income of 526,037 653,

Principal repaymenis associated with the Agoncy's outstanding revenue bonds totaled 341,375,000,
IMEA is scheduled fo repay an additional 539,310,000 on the cutstanding revenus bonds on February 1,
2017 which is included in current liabilites. The Agency also made a net draw of $1.250,000 against a
ling of credit facikty available to IMEA bringing the fotal cutstanding draws on the line of credit o
FB8.500,000. The total undrawn portion of this line of credit was 541,500,000, Total current liabilities
increased by $26,208,464 pimarily due to the cash collateral being held by IMEA to secure a long-term

powar supply agreement.
Year Ended April 30, 2015

IMEA's total uliity plant decreasad by $18,140.240 during the year ended April 30, 2015, The Agency
made total payments of 315 927 366 fowsard the capital improvements associated with the Prairie State
project, Trimble County Units 1 & 2 projects and other gmaller capital acquizitons and improvamante.,
Taotal current, lihilities associatad with these capital improvements were $1,452 360 which is reflected in
currant liabilities. These capital imestmants nel of depreciaton accountad for a majority of the changes
in utility plant. Depreciation expanse of 533,126,911 was recordad during the year,

IMEA increased the cash and short-term investments held in operating resarve accounts by §7 883,819
from the previous year, This change represents the majority of the increase in currenl assels during the
WEAR,

Froceads of revenue bonds not yet espended are included in resiricled asseis. The dacrease in
resincled assels of 21307252 was primanly caused by payments being made loward capilal
investments as well as a decrease in IMEA’s debl service reserve requirement as a result of IMEA's
refinancing of a porbon of the Seres 2006 and 2007A Power Supply Syslem Revenue Beonds, This
refinancing also caused other assets to decrease by 312,330,176 and the defered outflows of resources
b increase by 342 380,637,

Met positicn increased due o current yvear oparations that resulted in net income of 520,022 001

Az a result of the refinancing mentioned above, IMEA waz able 1o decrease the otal revenue bonds
oulstanding by 350,170,000, Principal repayments associaled with the Sgency’s oulsfanding revenue
bonds also iotaled 336,960,000, The Agency also made a nel payment of 31,250,000 againzl a line of
credil facility available 1o IMEA bringing the lotal oulsianding drawes on the line of credil o 57 250,000,
The total undrawn portion of this line of credit was $42.750,000, Total current liabilties decreased by
$B65, 745 due io a decrease in accruad inferest pavabla.

See accompanying independent auditors' report.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MANAGEMENT'S DISCUSSION AMD AMALYEIS
As of and for the Years Endad April 30, 2016 and 2015

IMEA FINANCIAL ANALYSIS {cont.)

STATEMENTS OF NET POSITION (cont.}

Table 2
Condensad Statements of Revenues, Expenses and Changes in Nat Position
2018 2015 2014

Operating revenuas $318,081,254 $312.314,685 35327.102,020

Cepreciation expense 34 320,086 233,126 811 32,650 266

Other operating expenseas 21 1,992,59? 295,?-55.?@5 217 462 730

Total Operating Expenses 246 312 6683 238 8036686 2 250122016

Cperating Income 71,768,591 73421018 76,980,004
Investmeant income 2,013,301 3425 234 (864,3T4)
Interest and amortization expense (47,749 764}  (56.806,181) (58.598.914)
Other incomaf{expansa) 5,525 E’IB.GT‘I} _ SE,BE
Total Non-Operating Expanseas (45,730,838} (53,389,018) (59,430,472)

Change in Met Position 26,037,653 20,022,001 17,545,532

Met Position, Beginning of Year 147 . 878,938 127,857 938 110,308 406

Met Position, End of Year £173,917,502 $£147. 879,939 3127 857,938

See accompanying independent auditors” report.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MAMAGEMENTS DISCUSSION AMD AMAL YIS
Az of and for the Years Ended April 20, 2015 and 2015

IMEA FINANCIAL ANALYSIS (cont )

STATEMENTS OF REVENUE., EXPENSES AND CHANGES IN NET POSITION
Year Ended April 30, 2016

Sales 1o participabing members of $305,397 433 and 3,938,284, 055 kilowall hours ("BWh") were recorded
during the fiscal year ended April 30, 2016. This represented an increase of 37 476,768 (2.5%) in
revenue from sales to participating members and a decrease of 35 588,753 kWh {1%) az compared with
the previouzs year. IMEA alse supplies the Rural Electric Convenience Cooparative (RECC) with full
requirgments power supply service which accounted for additional revenue of 39250649 which is
reflectad in sales to others.

IMEA recorded a coincident peak demand of 905 MW which was approximately 5% higher fthan the B3
rVY experienced n the previous year. The total member non=coincident peak demand was 940 kMW
wihich included both sales (o paricipating members and o RECC. This non-coincident peak demand was
approximately the same as Ihe previcus year.

The average cost of power sold o the participating members was 7.75 cenils per kKWh which was
approximately 3.5% higher than the previous year.

Total operating expenses increased by 7,418,897 (3%) from the previous year due primarily to higher
Iransmission expense. Interest income decreased durng this year by 51,411,933, Interest and
amorization expenses decreased by $9.056,417 primarily due to refinancing of bonds in the previous
fiscal year.

Year Ended Apsil 30, 2015

Sales o paricipating members of $207 920 655 and 3 874,872 808 kilowalt hours ("kWh") were recorded
during the fiscal year endad April 30, 2015, This represenied a decrease of 315 408,751 {5%) in revenue
from sales 1o participating members and a decrease of 127, 964 124 KWh (3%:) as compared with the
previous year, IMEA also supplies the Rural Eleciric Convenience Cooperative (RECC) with full
requirements power supply service which accounted for additional revenue of 39487955 which s
reflectad in sales to others.

IMEA recorded a coincident peak demand of 2563 MW which was approximately 11% lower than fhe 968
MW experienced in lhe previous year, The tolal member non-coinciden] peak demand was 942 MW
which included both sales fo paricipating members and fo RECS, This non-coincident peak demand was
approximalely 8% lower than the previous yvear. The decrease in peak demand usage was caused by
extremmiely mild weather conditions experienced in the mid-west during the summer of 2074,

The awerage cost of power sold fo the padicipating members was 7.49 cenis per kWh which was
approximateh 2% lower than the previous yvear.

Tatal operating expenses decreased by $11,228 350 (4.5%] from the previous yvear due primarily to kower
purchased power expense. Inferest incomes increazed during this year by 54,209 808,

See accompanying independent auditors' report.



ILLINCIS MUNICIPAL ELECTRIC AGENCY

MAMAGEMEMNT'S DISCUSSION AND AMALYSIS
Az of and for the Years Ended April 30, 2015 and 2015

IMEA FINANCIAL ANALYSIS (cont )

DEBT SERVICE COVERAGE

IMEA's bond resclulion requires the Agency o mainlain a debl service coverage ralio of 110%. Dekt
senvice coverage during the years ended April 20, 2016 and 2015 was approximately 113% and 110%
respechively aller ranslers o the rale slabilization accounl IMEA ranslemed 34,000,000 during the year
ended Aprl 20, 2016 and 34,700,000 during the year ended April 30, 205 into the rate stabilization
account which reduced the debt service covered during both of these years, Without these rate
stabilization fransfers. dabi service coverage would have been 117% for the year ended April 20, 2018
and 115% for the year ended April 30, 2015,

SIGNIFICANT EVENTS

FOWER SUPPLY 3YSTEM REVENUE REFUNDING BONDS, SERIES 20154

Cn April 28, 2015, IMEA issued the Power Supply Syatem Revenue Refunding Bonds, Seres 20154
("Seres 20154 Bonds™) i the par amount of 5534 685 000, The Series 20154 Bonds wers issued to (1)
refinance 8 parion of Power Supply System Eevenue Bonds, Series 2006 and s portion of the Power
Supply System Fevenue Bonds, Series 20074A; and (2) fund the costs of issuance of the Series 20154
Bonds, The Seres 20154 Bonds have coupon inferest rates that range from 4% to 5% and a final
maturity date of February 1, 2035, The refinancing will resull in & reduction of future debt serdce of
aporoximately 5112 million, The present valee of the reduction in debt service is approdimately 533
rmillian,

RENEWABLE ENERGY RESOURCES

In recognition of the changing legislative and regulatory environment, the IMEA Board of Directors has
adopted a policy that directs the agency fo acquire approximately 5% of its energy requirements from
renewable resources, To implement this palicy, IMEA enterad into a 20 year contract to purchass TOMWY
of wind energy from the Lee-Dekalb wind project owned by FFL Energy lllinois Wind, LLC, The contract
was effective on January 1, 2010

CONTACTING IMEA'S MANAGEMENT

This financial repart is designed 1o provide our membears, investors and creditors with a genaral overview
of IMEA's finances. Questions conceming any of the information provided in this report or requests for
addilional information should be addressed to lllinais Municipal Electric Agency, 3400 Conifer Drive,
Springfield, IL 62711,

See accompanying independent audiiors' report,
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

STATEMENTS OF NET POSITION
As of April 30, 2016 and 2015

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

2016 2015
UTILITY PLANT
LMility plant in sarvica 5 1,230,788,382 $1,214.871,130
Accumulated depreciation (136,323,813} 155,392 67E)
Construction work In progress 20,9096 564 2o ATEaTE
Tolal WMility Plant 1,068 961,113 1,081 857,424
RESTRICTED ASSETS
Investmenis 104,508,640 105,604,914
CURRENT ASSETS
Cash 44 779651 BE 199,370
Invastmenis 2B 495 308 2370970
Accounts receivable 25,005,068 24 014,078
Bond interesl subsidy receivabla 2,345 168 2387 524
Ranawable energy cradits J.4TE,TAT 2189 152
Prepaymenis 28,008,778 22 645,397
Collataral held for others 25,023,003 -
Total Current Assets 158,135,713 121,816,481
OTHER ASBETS
Regulatory costs for future recovery 3ETE T25 4 258 5098
Prairie State - other long term asset 2,301,043 2673233
Tolal Other Assels g,1759, ThE 551,531
Tolal Azsels 1,338, 785,234 1,316,310,660
DEFERRED OUTFLOWS OF RESOURCES
Unamaortized koss on adveance rafunding 40,415,612 44 266,182

TOTAL ASSETS AND DEFERRED

OUTFLOWS OF RESOURCES 51378200746 5 13605876 842




NET POSITION AND L IABI ITIES

NET POSITION
Met investment in capital asseis
Restrictad
Urwesbricted

Teodal Met Positian

NOMNCLURRENT LIABILITIES
Revenus bonds

Hher long-term debt - line of credit
Unamartized pramium

Crher iabilities
Tolal Moncurrent Liabities

CURRENT LIABILITIES
Accounts Payabke and Accrued Expenses
Accounts Payabie

Purchased power 2nd transmission
Jointly-owned facilifies
Criraar
Orthwar current liakdlities
Collateral held for nthers
Tatal Accounts Payable and Accrued Expenses

Currend Liokilibes Payabhks rom Reslricled Asscls
Courren] maturibes of revenue bonds
Aocounts payable - jolntiy-owned faclitles
Accounts payabds - bond issuance costs
Inferes! accrued

Tatal Gurrent Labllities Payahle fram Resivcied Asseis
Total Cwrrent Liakdites

Taotal Liakilities

TATAL HET POSITION AND LIABILITIES

2016 2015
L3 TRIETE4Z % 46,044,830
783227 7,274 04
04 288 523 B36E80, 713
173,817 582 147 878,530
1.006,575,000 1,045,885, 0040
500,000 7.250,000
74 534 303 81441, 703
19,717 654 8,519 467
1,109,475, 957 1, 1430596, 17
9,548 117 10,539 635
&, 785 087 4.198,334
147 544 216,160
T IT3 364,008
25 023003 -
41,821,004 18,318,142
39,310,000 41,375,000
407 127 TaT.114
- 200 5L
14 258 056 T 049 832
53975103 a0.282 5591
85,808,197 69,600,733
1,205,283 154 1,212 6596 503

$ 1,379,200 746

£ 1 360,676,842

Lee accompanyng nates to financial statements,
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ILLINOIS MUNICIPAL ELECTRIC AGENCY

STATEMENTS OF REVEMNUES, EXPEMSES AND CHAMGES IN MET FOSITION

For the Years Ended April 30, 2016 amd 2015

20145 2015
OPERATING REVEMUES
Salez lo paricipating mambers % 306397433 § 207 920.EB85
Sales to athers 250,549 2487 255
Crlbvar incomss 3433172 4,208 065
Total Operating Revenues 218,081,254 32,314 B85
OFERATING EXPENSES
Purchased power and fransmission 114 770,323 106,235,574
Prairia State and Trimbls County Units Mo, 1 and 2
Fusl 41 635 758 43 282 351
Crperations and meintanance 36 285395 d8,338.400
Member Paymenis
Fusl reimbursemants 823,504 1,118,275
Capacity payments 8,183 742 9,202,280
Genaration payments 27248 2774
Sdministration and general T.313,254 T.A56,187
Depreciation 34 320,058 33,126,811
Crlbar ulilily aparalions 1,927,742 1,428 914
Tokal Operating Expansas 246 312 683 238,803 BES
Operaiing Income 71706581 73,421,018
HOMOPERATING REVEMUE {(EXPENSES)
Investment [ncome 2013301 3,426,204
Siate grant expense - {32,816}
Bond interest subsidy revanue £.088 066 9,043, 661
Interest expanse (50 263, 347 65 580,073}
Amartization expense 2525517 (260, 7e8)
CHher incomea 5,525 14.745
Total Monoperating Expenses (45 730,938) {53,308 018}
CHAMGE IN HET POSITION 25037 653 20,022 001
HET POEITION - Beginning of Year 147 870 935 127 857 538

HET POSITION - END OF YEAR

$ 173017502 § 14770530

Ses accompanying noles o inemcal slalsmants.



ILLINOES MUNICIPAL ELECTRIC AGENCY

STATEMENTS GF CASH FLOWS
Far fhe Years Ended Apdl 30, 20106 and 2015

2016 2016
CASH FLOWS FROM OPERATING ACTIVITIES
Recehed from power sales 3 303,647,010 3 287,961,390
Paid to suppliers for purchased power and transmission (115,761.841) (105,768,697)
Paid o suppliers and empleyess dor other services {81,401 625) {B0,920,172)
Met Cash Flows from Crparating Activities 06, 483 Sad 111,265 525
CASH FLOWS FROM NONCAPITAL AND RELATED FINANCING ACTIVITIES
Payment of grart experdituras - 132.816)
Procaeds from line of credid draws 8,500,000 5,250,000
Fayment of line of credit deot (7,250,000 (6,500,000)
Mt Cash Flows fom Moncapital Finamcing and Relabed Activities 1,260,500 (1,282, 816)
CASH FLOWS FROM CAPITAL AND RELATED FIMAMCING ACTIVITIES
Dbt princpal paid (41,375,000 (36, 960,000)
Interest paid [62.966,103) [73.860,709)
Proceads fram deb issuance - 84T, 383
Debt issuancsa costs {200,650) (429,154)
Payments to ascrow during mfending - (18,07 1,287)
Feceipl of funds from member Tor escrow deposit . 8,774,864
Hond interast subsidy recerves 89,026,422 9,056,354
Acgusitian and construction of capial assels 111,342 995) (15,887, 356)
Azzel refiremenl obligabon costs insurred 1281,174) -
Met Cash Flows From Capital and Related Financing Acinitss (97, 138,501) (126,829 37 5)
CASH FLOWS FROM INVESTING AGTIVITIES
Irastment income 2,013,3m 3,425,234
Purchase of long-term inesiments (166,054, 511) (G, 024 3900
Paturity of komg-teern investiments 135,345,000 TT.4TH,000
Wet Cash Flows fom Invesling Activibies (306762100 16,859,844
Met Change in Cash and Cash Equivalents (30,081,167 11,1va
CASH AND CASH EQUINVALENTS — Beginning of Year 77,895,299 77884 121
CASH AND CASH EQUIVALENTS — END OF YEAR g _avi4132 5 VT.E85299
MONCASH CAPITAL AND RELATED FINAKCING ACTIVITIES
Change i asset retirement obligation liakility 211286455 2 (76, 531)
Agcrelion expenss ) 158,240 2 Jdd, 166
Amottization sxpense 5 2526517 % (269, FE)
Credis given an billings 2 (10,010,881 = (10,324,330)
Met lose on sale of sszste 5 5525 5 14,745
Prarviurn on refunding g - & B0S535343
Bend proceeds wsed in refunding 3 - 3 584685000
Ungersriters d scount paid by refunding ] - = 1288, 796
Laes an refunding = - E 55,001,244
Write off unamaortized loes on adwance refunding 5 - 3 012158082
Wrile off debl issuance cosis 3 - % i4,378,380)
Writa off unamartized pramium 5 - 5 8682 65T




206 2015

RECONCILIATION OF OPERATING INCOME TO MET CASH
FLOWS FROM OFERATING ACTIVITIES

Cipgralbing inceme FOoTITEas9 50 va421.01%
Moncash ibems included in aperabng incame
Depredation 34330, 066 33,125,811
Crnher mon-cash transaciions 236,071 168,311
Charges in assets and fabillies
Scoounis receivslle (B0, 990 2095130
Pregaymarnts [5.381,381) 966,260
Allwance invenbony {1.277,585) 1230, 452)
Semaants payaile (81 228 51T 348
Cithar current lisbilitas (40 Qa0 19 658

NET CASH FLOWS FROM OPERATING ACTIVITIES ¥

92483544 5 111,263.533

RECONCILIATION OF CASH AND CASH EQUIVALENTS TO
THE BALANCE SHEETS

Resincted investmants £ O104.508.620 5 105604514
Cagn 44 779 551 68,1898 370
measimernis 23455 208 2370870
Teotal Cash and Investments 178,783 5490 176,175,254

L ngg=term mwesimients (130,588 467 (98,273,053
TOTAL CABH AND CASH EQUIVALENTS E 47 BE14152 5 7v,895 285

See accampanyng notes 1o franclal ssstements,




ILLINQIS MUNICIPAL ELECTRIC AGENCY

HWOTES TO FINANCIAL STATEMENTS
Az of and for the Years Ended April 20, 2095 and 2015

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the llinois Municipal Eleciric Agency {IMEA) have bean prepared in
canfarmily wilth accounting principlas gaenarally accaptad in tha United States of America as appliad 1o
enterprise funds of governmental units. The Governmenial Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental accounting and financial reparting
principles.

The significant accounting principles and policies utilized by IMEA are described below,
REPORTING ENTITY

IMEA is a body politic and corporate, municipal corporation and unit of local government of tha State of
linais. IMEA was crealed in May 1984 under tha provisions of Division 1181 of Articla [ of the lllnois
MMunicipal Caode (the Act) by 3 group of municipalities for the purpose of jointly planning, financing, owning
and operaling faclilies for the genaration and transmission of elecincal power and energy-related facilities
which are appropriate 1o the present and projected energy needs to such municipalities, IMEA is owned
and its policies governad by ils member municipalitics.

IME& has pravided the pawer and energy reqguiremeants of cerdain members since 1385, primarily throwgh
the purchase of wholesale requirements service from investor-cwned ulilities and through IMEA cwned
generation. The contracts with investor-ownead ulilibas, which abbgate IMEA te purchase elecine enargy
for concurrent resale to its members, are in effect through September 2035,

Az of April 30, 2018, IMEA had 32 member municipalifies, all of which have executed long-term power
sales cantracts for the purchase of Tull reguinements power and energy from IMEA. The termination data
for all of the power sales confracts with participating members is September 30, 2035, These members
participate in the IMEA owned ganeration Taciities and pay rates sufficient to meet the obligations of
IMEA's bond resolution.

MeasurEMENT Focus, Basis oF AcCoUsminG AND FiMANGIAL STATEMENT PRESENTATION

The financial statements are prepared using the economic resources meagurement focus and the acorual
basis of accounting. Under the accrual bases of accounting, revenues are recognized when eamed and
expenges are recorded when the liability is incured or economic asset used. Revenues, expenses, gains,
lasses, assals and labilibas resuling fram exchange and axchanga-like fransactions are recognized
when exchange takes place, IMEA uses the Uniform Systermn of Accounts pregcribed by the Federal
Enargy Regulalary Commission.

FPreparation of financial slalemeants in canfarmily with accounting principles genarally accepled in the
LUnited States of Amerca requires management to make estimates and assumations that affect the
reporled amounts of assels and liabilities and disdosure of conlingent assels and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the reporing period.
Actiual resulls cauld differ from those estimales.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINAMNCIAL STATEMENTS
As of and for the Years Ended Aprl 30, 2016 and 2015

NOTE 1 = SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES [Canl. )

AzssErs, DErggrEp QUTFLOWS OF RESOURCES, LuamuimnEs ano NeT Posimon
Cash Equivalents

For purposas of Ihe statement of Gash Nlows, cash and Gash eguivalents have omginal malunibes of thies
mmanths o kess from the date of aoguisition.

Accounts Recenable and Allowanee for Doohifol Accounts

Accounis recaivabla are etated 2t the amount billed to members and non-memkbsars. &llowance for
doubtful accounts is not conaidarad nacsezary aa IMEA haa nod histarically experienced delays in
paymenls for semvice rendernad.

Renewabie Energy Cradits

Energy credils consist of emission alowances and ase valued al current makel value, The emission
allewances are oblained fram Flonda Power and Light through the purchase of renewable enargy
FESOLITDEE,

Prepayments
The amownt in prepaid itema represants amounts paid which will benefit future periods, IMEA's peyment
for collateral for operating activitizs in the MISC and PO transmission markets and advance payments o
Trimble Cownty and Prairs Sate for working capital.

Restricied Assets

Mandatory segragations of assats ara prasantad as restricked assals. Such sagregations are required by
bond agresments and other extamal parties. Curren! liakilibes payable Irom these resticled assels ans so
classified,

Callateral Hadd fo'far Otfvars
IMEA recelved collateral from Ameren Comp, pursuant to a guaranty agreement 1o be held on behalf of
Chymegy Corp. The collateral is callable upon request and is classifizd as an offsetting assat and liakiliby
on the statement of net position.

Prairie State - Other Long Term Asset

Other lomg-tern assats are comprisad of the assels relaled o ha prepayments mads on a kong-lemm
parts agresment and collatesal paid foward a self-insurances fund.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINAMCIAL STATEMENTS
As of and for the Years Ended Aprl 30, 2016 and 2015

MOTE 1 = SUMMARY OF SIGHIFICANT ACCOUNTING POLICIES [conl.)

AzsErs, EFELAED QUTFLOWE OF RESOURCES, LIABILITAES AND NET POsiTian (cont.}

Ragulatory Costs for Future Recovery

Expensas incurred and pald in the current and prior peiods inowhich the benstit of the sxpenge will be
recovensd and realized in fulure penods in accordance wilh GASE Satemenl 82, Cooficalon of
Accouniing and Firancial Repoviing Guidance Contained i Pre-Mavember 30, 1983 FASE and AICPA
Prononcamants, Ses Note S for further discussion related 10 these assets,

Lititigy Plant

LHility plart i= ganerally defined by IMEA a8 sessis with an initial. mdividusl cost of mora than $1.000 and
an estimated useful life in excess of one yaar, except for jointhy owned asseis. In these casaes, otility plant
iz capitalized based on policies defined by Louisville Gas & Elecin: Company and Prairia State

Geraraling Company.

LMty plart of IME#A, is recorcad al cest o ha fair markel value al the Bme of contribulion 1o IMES. Major
aullays for wlility plant are capialized as projects e constructed, Interest incurmed during the
canstruchon phase 15 reflected in e capitalized walus of the utility plant constrocted, net of inferest
eamed on the invesied progeads over Ihe same pendd, Uity plant 15 deprecialed using the straighl=line
ethod over the fallowing useful les,

Years
LItility Plant

Electric plant — Trimbla County Units Mo, 1 arnd 2 20-53
Elactric planl — Praria Slals Unils Mo, 1 and 2 10 —44
klabile QEI‘IEH'EI[IEII‘I A
Land -
Land mmprovermenls 10
Office bailding 10 =31.5
Orffice furnifure and equipment ]
Supardisony control and data acquisiton equipment 5
Winnetka 132 inlerconnect 30

5

Other equipment

Coal reserves are depleted a8 the commuodity is conaumsd using a rate which is bagsd upon the coat io
IMEA diwided by the total estimaled coal o be mined.

Deferred Dutflow of Resources

HAodefermad outfiow of resources mpresents a consumplion of net posilion that applies o a fulune perod
and will not be reconnized as an outflow af resources expenge until that fubure time,

Loss on Refunding

The deferred change resulting from the refunding of detd s amartized ovear the sharter of the term af the
refunding issue ar the onginal term of the refunded dehbt,



ILLINCIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FIMAMCIAL STATEMENTS
Az of and for the Years Ended April 30, 2016 and 2015

NOTE 1 - SuMmaRY OF SIGNIFICANT ASCOUNTING POLIGIES (cont. )

ASS5ETE, DEFERRED QUTELOWSE OF RESOURCES, LIARNLITIES AND NET POSITION {Gonl. )
Other Gurrent Liabilities
Other currant liabililies represent accrued vacation banefits and accrued property taxes payable.
Other Ligbilities

Othar liabilities reprasent acerued sick leave and assat retirement abligation (Mote 7). Under tarms of
employment, employess are grantad ane day of sick leave par month. One-half of accumulated sick leave
benefils are paid i the amployees lerminates service afler at least 10 years of sarvice. Accumulalad sick
leave and vacation benefits have been recorded in the financial statements.

Long=-Term Obligations

Leng-term debt and other obligations are reperted as liabilities, Bond discounts and premiums are
amorized ovar the life of the bonds using the effective interest method. Gains or losses on prior
refundings are amortized over the remaining e of the old debt or the ie of the new debt, whichever is
shodtar. The balanss at year end for premiums and discounts is shawn 85 an increase or dacraasa in he
liability section of the statemant of net pasition. The balance at year end for the loss on refunding is
shown as a delarred oulliow in the slatament of nel posilion.

REVENLES AND EXPENSES

IMEA distinguishes oparating revenues and expenses from nonoperating ilams. Cperating revanues and
expenses genarally result from providing senices and producing and delivering goods in connection with
IME&'s principal ongaing operations. The principal aperating revenues of IMEA are charges to membars
for sales and services, Operating expenses for IMEA include the cost of sales and services,
administraive axpenses and depreciation on capital assets. All revenuas and expenszas not meeting this
definition are reported as nonoperating revenues and expenses.

IMEA hillings are randered and recarded monthly based on moath-and meterad usage.
Bowp Suasioy REvENUE AND RECEIVABLE

This amoun! represants the accrued amount receivable under the Build America Bond Program (BAB)
which provides a 35% aubsidy for interest expense an the Series 2009 and 2010 revenus hond issues.
The interest expense reduction is classified as non-apearaling revenues.

The United States Federal Govemment was subject 1o the process of sequestration for the budget vear
ending Saptember 30, 2016 and 2015 whareby foresesable spending reductions for many Fadaral
programs, including issuers of the BABR's, may directly affect the recovery of the BAB's subsidy. See Note
B lar further delais.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MWOTES TO FINAMCIAL STATEMENTS
Mg of and for the Years Ended April 30, 2018 and 2015

NOTE 1 — SUMMARY OF SIGRIFICANT ACCOUNTING POLICIES (cant. )

TaxES
IMEA& s axempt from Stata and Faderal income taxes.
Rares

Fates charged to members arg evaluaied annually by the Board of Directors and were increased
February 1, 2018.

RECLASSIFICATIONS

Carlain amounts in the pror year linancal stalemenls have been reclassined in order 1o conform o he
curmant year's presentation,

EFFecT 0F NEW ACCOUNTING STANDARDS ON CURRENT PERIOD FINANCIAL STATEMENTS

GASE has approved GASE Slatement Mo, T2, Fair Value Measwre and Applicalion, Statement Mo, 73,
Accoumiing and Financial Reporting for Pensions and Relafed Assets That Arg Nol within the Scope of
GASE Statement 68, and Amendmends lo Cardain Prowisions of GASE Slatements 67 and 68, Slatement
Mo. T4, Financial Repording for Postempioyment Bensfit Plans Qfhsr Than Pension Plans, Statement No.
T8, Accounting and Financial Reponing for Poslemplopment Benalls Other Than Pensions, Slalement
Mo. 76, The Hisrarchy of Ganerally Accepfed Accounfing Principles for Sfate and Local Governmenfs,
Statement No. 78, Pensions Provided through Cenain Muhiole-Employer Defined Benalit Pensian Plans,
and Statemant Mo, 79, Certain Extermal invesfment Pools and Pool Paricipants, YWhen thay becoma
effective, application of these standards may restate portions of these financial statements.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINANCIAL STATEMENTS
Az of and for the Years Ended April 30, 2016 and 2015

NOTE 2 — CASH AND INVESTMENTS

IMEA's cash and investiments consist of the folkowing:

Carmying Yalue as of April 340 Associated Risks
2016 2015
linois Fund 3 18016684 3 69534447 Credit and interest rate risks
rdutual funds 2,082 834 7,381,369 Credit and interest rate nsks
LS. agency securilies 131,437 508 88,803,710 Custodial credit, credit, concantration of
credit, and inferest rato
Checking and savings 26, 746,073 450,228 Custodial credit risk
Fetly cash 500 a0 Mot applicabla
Tatals 2 178723509 % 176,175,254

IMEA's Trust Indenture authorzes IMEA to deposit funds only in banks insured by the Federal Deposit
Insurance Corporation (FOIS). IMES may alse make invesiments in WS, Government and federal agency
obligations, investment grade bonds, commercial paper rated at the highest classification established by
at least bwo standard raling services, monay market mulual funds, repurchase agreements and the lllinois
Funds

Investmeants are slaled al fair value, which is the amaunt at which an investmeant could be exchanged in a
cument transaction betwesn willing paries. Fair values are based on quoted market prices. No
investments are reported at amorized cost. Adjustments necessary o record investmenis at fair value
are recorded in the operating siatement as increases or decreases in invesiment income, Market values
may have changed significantly after year end.

Depaosits in each local and area bank are insured by the FDIC in the amount of $250,000 for time and
savings accounts and $250,000 for demand depasit accounts (interast and nonintarest bearing).
Investimenis in The Minois Funds are covered under securities pledged for all pool paricipants. As of
April 20, 2016, cash held in checking and savings is fully collateralized. The difference betweean the bank
balance and camying value i due to cutstanding checks, deposits in transil, andfor market value
adjusimenis.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended Apnl 30, 2008 and 2015

NOTE 2 - CasH ang INVESTMENTS (cant, )

CUSTOMAL CREDIT FISK
Deposits

Custodial credit rizk is the risk that in the event of a financial institution failure, IMEA's deposits may nod
be returned to IMEA, At April 30, 2016 and 2015 respectivaly, IMEA had 30 and 3200228 of
uncollateralzed deposits, IMESA management moved the uncollateralized deposit balance into an
investmant in May 2015, During the vear anded April 30, 2016, IMEA's investment palicy was amended o
require collataralization of deposilts above the amaount insurad by the FDIC.

investments

For an irvesiment, cusicdial credit risk is the risk thai, in the event of the failure of the counterparty, IMEA
will nol be abde o recover the value of iLs investmenl or collateral securilies thal are in he posseassion of
an cuiside party. All investmenis held as of April 30, 2016 and 2015, were considered to be inrisk
category ong (imsesimants hald in trust on behalf of IMEA), therafore, not subject to custodial credit risk.
IMEA's policy is to have all investment sacurities held by its agant in IMEA's nama

CRENT FSK

Credit risk is the risk that an issuer or ather counterparty @ an investment will not fulfil its obligations. As
of April 30, 2016 and 2015 IMEA's investmenls were rated as lollows:

Investment Typa Standard & Poor's Moody's
LLE. agency securities Al Aag-mf
Mudual funds AAA M Laz-mit
IMirsaiz fusicd Aahrm -

IMEA's investmeni policy requires that all investiments be raled in highest or second highest categories by
the national raling agencies.

COoNCENTRATION OF CREDNT RUSK

Concenfration of credit risk is the risk of loss atiributed to the magnituda of IMEA's invastment in a single
ISSUET,



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINAMCIAL STATEMEMNTS
Az of and for the Years Ended April 30, 2016 and 2015

MOTE 2 - Ca%H AMD INVESTMENTS (Conl.)

CONCENTRATION OF CREQIT Risk [cont. )

Aeoaf April 30, 2016 and 2015, IME& s investment porifolin was concentrated as follows:;

Percentage ol
Issuer Investment Typs Portfolio
2016 2015

Federal Homea Loan Bank

Discount US Agency Securities - Implicitly Guaranteead B'% 12%
Fedaral Homea Loan Bank US Agency Sscurnilies - Imphcitly Guarantzad 21% £5%
Federal Farm Credit Banks

Funding Corporation US Agency Securities - Implicitly Guaranteed 484% 40%
Federal Home Loan

Morlgage Saorparation U5 fgency Securities - Imphcitly Guaranteed 12% 11%
Federal Mational Morigags

Association S Agency Sacurifies - Imphcitly Guarantesed 2% a0

IMEA's invesiment policy slates that no more than 50% of the Iotal portfolic may ba investad in one type
of investment with the excapltion of the US government and its Agencies.

INTEREST RATE RIS

Interast rate risk is the risk that changes in interast rates will adversaly affect tha fair vales of an
investmant.

Ag of April 30, 2016 IMEA's investments were as Tollows:

kdaturity {In Yaars)
Investment Type Fair Valuse Less than 1 1-3 Over 5

U.5. agency securilies $ 131437508 § 36019812 § 58839785 3 36,477,601

IMEA also has 2,582 834 nvested n a mutual fund and $18.0716,684 in the llinois Fumd with underhang
investments of LS. Treasunss and US. Agency Securities as of April 30, 2016, The average maturify of
the mutual fund is 47 days and the llinois Fund is 49 days.

As of Aoril 30, 2015, IMEA's investments were as follows:

Maturily {In Years)
Investment Type Fair Yalue Less than 1 1-5 Over &

U.5. agency securilies $ 03808710 § 27000585 § 45516708 § 25301337

IMEA also has 57,613,388 invested in a mutual fund and 69,534,447 in the llincis Fund with underkying
investments of LS. Treasuras and U.S. Agency Securities as of April 30, 2015, The average maturity of
the mutual fund is 51 days and the lllinois Fund is 43 days.



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINAMCIAL STATEMENTS
As of and for the Years Ended Aprl 30, 2016 and 2015

MNOTE 2 = CA3H AND IMVESTMENTS (Conl.p

INTEREST RaTE RSk {cant.)

IMEA's invesiment policy slabes Mal investiment securilies shaukd nol matuee Biber an e monies will be
needed for hae respective use

MOTE 3 — Jommuy-Owaeo FaciLmEes

TrmepLr Counry U No.

Pursuant to an cwnership agreement entered into in September 1290, IMEA acquired an undivided

12 12% ownership inbarest {approxamataly 82 MW, as tenant in commaon, im the Trimbss County Unit Mo,
1 genarting facility from Lowisvilke Gas and Ekclrie Company. Trimble Counly WUnit 1 s a8 514 MW
subcrilical pubverzed coal ired unil

TamBeLE CounNTy LINT No. 2

Trimble Courty Unit 2, which was placed info commercial operation im January 2011, is a pulvenzed-coal
uper-cribcal unil of 750 MW nominal ned rating localed adiacent 1o Trmble Counly Unil 1. IMES, owns a
12 12% {approximataly 91 MW) undivickzd inberest as lenant m comrmon in the wnit.

FraiRiE STaTE PROJECT

IMEA iz part of the consortium known as the Prairs State Ganerating Company, LLC that developed the
Prairie Siate Project IMEA owns a 15.17% (approzimatehy 240 MW undivided interest in the projact. The
Prairie Siate Projact is & nominal 1,800 MW plant, ulilizing bwo supercritical steam wnifs of approximataly
BOO MW in size. Praine Slale includas conliguous coal resenas and 1ha operalion of a coal mina (o
supply coal bo the power plant, Tha firsd Unit was placed inlo cormmercial operation in Jung 2012 and the
aacand undb was placed Ine commercial oparation in Novamber 2002

IMEA's share of the operabng oosls associaled wilh these jont owned Tacllies are included m the
accompanying financial statements,



ILLINOIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FIRANCIAL STATEMENTS
As of and for the Years Ended Apnl 30, 2016 and 2015

MOTE 4 - FuMDs

IMEA's Tru=t Indeniure requires the segregation of bond proceeds, establishment of various funds and
prescribas the application of IMEA': revenuess. Also, # defines what type of sacuritias that IMEA may
inwast in. Funds consist principally of cash, money marked funds, fadaral securilies and invasimants in
Thi INincks Funds. Tha fund's purpeses and balanogs ang summarnized below,

Fund

Revanusa
Operations and Mainbenans:
Fenewals and Replacemeants

Genoral Resorne
Frate Stabilization
Caost of lssuance
Acquisition Fund
Dbt Service Account

Dabl Sorvice Resendas
Aooun

H=ld By PFurpose

IMEA
IMES,
IMEA,

IMEA

IMEA

IMEA

Trusloo

Trustes

Trushess

To initially recaive revanuess and to disburse them 1o other accounts.
To pay operating and mManERaNce expenses,

Ta prowide funds to oe appbed to the payment of the costs of
renswals, replacements and repairs.

T reczive surplus lunds aller all olber accounts ane unded.

To accumiile any revenuss in excess of the 10% dabl serace

cowverage requirement which will be used to munimize rale
Auctuations in the futue,

To receive proceads from bond issuance io pay for the cost of
isguance cf the boncs.

To maintain ungpent bond proceeds that will be used for
construction projecls.

To accumulate principal and int2rest associated with each bond
EBMEE.

To establsh a resere 1o cover deficiencies in the Debl Senice
Account Any exoess may be used for afer puposas,



ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINAMNCIAL STATEMENTS
Ag of and for the Years Ended April 30, 2016 and 2015

MOTE 4 = Fumns {cont, )

The indenture reguires tal cerlain cash and investments be segregaled, The Tollewing ane accounls

included in cument and restricled assets at Apl 30, 2016 and 2015,

Inchuded im Curreni Assels:
Revenue
Ciparation and maintenance
Rammwals and replacemenls
Genaral resere
Raie stabllization
PR v al crestit
General cash (not restricted by indentbure)
DICES grant

Total Surrent Cash and Imvestments

Inchuded im Resirict=d Invesiment Accounis:
Acquisition fund
Dekbt servica
Debd sarvica rasarve
Cosl of issuance

Total Restricted Investments

2018 2045
- 352,737
26,746,073 27,012,415
¥ 82, 750 2 375,726
£,345 369 8 A30,392
38,200,000 32,200,000
ZH¢ 256
500 500
- 314
74,274 658 70,570,340
1,660,378 6,353,013
22 048,420 18,181,087
80,720,844 B2,351 685
= 218,223
104,508,640 105,504,914




ILLINGIS MUNICIPAL ELECTRIC AGENCY

NOTES T FINANCIAL STATEMENTS

As of and for the Years Ended April 30, 2016 and 2015

NOTE 5 — CHANGES IN UTILITY PPLANT

A summary of changes in utilily plant for 2018 follows:

LHilty Plant besng depreciated
Electric plant -
Trimbds County Unif Mo, 1
Trimbds Counby Unif Mo, 2
Preirie State Unit Mo, 1
Prairie State Unif Mo, 2
kobile generation
Prairie State - Common
Prairie Slale - Jordan Grove
Prairiz Slabe - Moarkald
Prairie Slabe - Cther
Hraires Slale - Mines
Fraire Slale - Coal Bescrves
Land'
Office bulding
Office fumiture and equeprment
Supervisory conirol and dala
acquisition equiprment
Winnetka 138 interconnect
Other equiprment

Tatal Uiy Pland in Service
orglrechon work in pr':;:ﬂres:.ﬂﬂ

Taalzal LItility Fland

Balanca Additions! Delations! Balance
BMM15 Raclassificabons Reclassificatons 4730018
113,325,945 § 10024786 5 1255 354 123,281 377
170067 225 1,710,581 - 180,777 816
352 528 1R 431,349 (1,085 485} 351,801 188
322 8B40, 456 1.475 214 (BEL 17T} 323 630,533

3,116,660 1,200 - 3,117 860

144 053,837 2,287 871 (284, 803} 148,066 85
0. B%E &TH (36,227 - 4862 448
v.A0G 22 1,525,873 - 9,336,095
TAETO430 22379 - T F52. 808
582204 250 A2 413 = 35,568 710
17.3685,010 - - 17,389,010
5.968, 360 . - 5,966 369
A.13%, 715 6575 - A, 946 200
506 A48 32479 - S04 5F7
2328070 18,150 - 2346220
00,000 - - S00.000

S48 451 50,551 (32,648} SET. 154
1,214 871,150 18,955,003 (3,067,771 1.230,7ER 382
22 ATE 672 10,845 824 (7 228 232) 25 GOA 5A4
1,237,350,102 8§ 29800827 & {100, 365,003} 1 2568 7EL 025

" Utility plant that is not being depraciatad



ILLINOIS MUNICIPAL ELECTRIC AGENCY

WOTES TO FIMAMCIAL STATEMENTS
As of and for the Years Ended April 30, 20186 and 2015

WOTE § - CHaNGES IN UTiLmy PLANT (cont, )

Legs: Accurmulated dapreciation

Electric plant —
Trimble County Unit Mo, 1
Trimble Cournty Unit Mo. 2
Frairie State Unit Mo, 1
Prairie State Unii Mo, 2
bohile genearation
Fraire State - Common
Fraine State - Jordan Grove
Frairia Slate - Nearfiald
Praine Slale - Glher
Prairia State - Mine
Fraine State - Coal Reaerves
Office buikding
Office fumiure and equipment
Supenisory control and data
acquisiticn squipmant
Winneika 138 inerconnec

Cilbwar equipriani
Tatal Accurmulated
Depreciaticn

Mt LHilty Plant

Balance Additions! D=lations! Balanca

EMME Reclazaficationa Recl=asificationa HA0NE
% (60,299,560} 5 [3.761997) & L e (B3, 102.212)
{18,407 B&E0Y (4,868 057 - (24 278 BET)
{25,607 ,193) 5,792,244 1,085 485 133,333,848)
120,102 007} (BO7E,072) BRBS 177 (27 482 502)
{1,341 B30} (103,904 - {1,445 547
{10,350 ,525) 13,623,742 151 538 (13,822 729)
{2.B82,145) (8BB,358) - {3, 870,503]
{3E0,658) (H08.506) = (BET, 165)
{11088, 205) (354, 755) - 11,452,563)
[T.353 5400 r2621,229) - 18,974,774)
{1,266 471} (475,045) - 1,741 514)
(1,943 900 ($61.8459) i(2,.205,7449)
{465 561) (22 267 (487 848)
(2.183,204 ) 658,237 - (2,252 441)
1,111} (16667 - (327 7T8)
(399,270} (BT ATE] 27 373 (429 073
(155 392 678} (34,320 0BE) 2888 01 (186823813
$ 1,061957 424 1,068 9681 113




ILLINDIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINAMCIAL STATEMEMTS

&5 of and for the Years Ended April 30, 2016 and 2015

HOTE 5 ~ CHARGES IN UTiLmy PLANT (ol )

A summary of changes in utility plant for 2015 fallows:

LHildy Plant hedng depreciated
Electric ptani -
Trimbls County Unit Mo, 1
Trimbha County Unit Mo, 2
Prairie Smate Unit Mo, 1
Prairie State Unit Mo, 2

hMiokile genaration
Fraire Stats - Common

Praire Slate - Jorcan Grove

Prairie State - Mearfielkd

Praire Slate - Olher

Prairie Slale - Mine

Fraire State - Coal Reserves

Land'

Office bulding

CHfice furniture and aquiprmant

Supervsony conirel and data
BCquiation equipnent

Winnetka 138 inferconnect

Oither equiprneant

Tatal Uity Plant in Service
Conatruction work in progress’

Texkal Litility Plani

Balance Additicne? Deletions! EBalance
M4 Reclassifications Reclassificaticns 4130115
5 113,643 802 & 253005 3 (475 862 3 113,225,045
170673 2TS 8,353 952 179,067, 225
A51.483 171 1.072 157 35 525 528
321,008,531 1,820,865 J22 840 406
3116 650 - - 2,116, 660
140,365,421 3,654 873 (6,367 144 083,037
0,022,245 (235,567 - B 295 676
6411 87 1,328 135 - T.a0m 228
7619 807 80,623 - T.B70 430
368,100,065 1,104, 235 - 3% 204 794
17,312,881 6 1245 - 17,368,010
5 966 354 - - £ S66 364
B,139, 715 - - 2130715
503,917 2,381 - S04, 288
2,316 oo 10,213 = 2,328 07
SO0, 000 - - S0, 000
512 078 85 718 (48 345) 544 451
1,197 472 873 17,928,521 (530,554 1,214,871,130
25418 355 14 2R &9 1_1 T F'?E-.DEE} A2 ATR OTE
5 1222891238 § 32215812 § {17 7586840} F 1,237 380,102

! Lility plant that is not being depraciated.



ILLINCIS MUNICIPAL ELECTRIC AGENCY

MOTES T FINAMCIAL STATEMENTS
&As of and for the Years Ended April 30, 2016 and 2015

HOTE 5= CHaAMGES IN UTILTY PLANT (ot }

Balance Additions! Delations! Balanca
G114 Reclassifications Reclassifications 43NS
Lesn: Accurnulaled depreciation

Elecinc plant —

Trimble Counly Unil Me. 1 ] (57,055 283) § (2,820,143) 5 475 B2 (50,295 550)

Trimble County Unit Mo. 2 (14,630 865) (4,768,T95) = (19,407 BED0)

Prairie State Linit Mo, 1 (16,798 037F) (4,800, 156) - (#5607 183

Prairia Slata Unil Me. 2 (12,038 702) (8,085 305) (20,102,007
Mokile genaration (1,237,748 (103, B09) - {1,341 B3B)
Praine Sate - Comman 16,7594, 258) 13,562, 524) G,397 (10,390,325]
Praifie Slate - Jordan Grove 11,890,846 (991, 299) - {2, 882,145)
Praine State - Mearfisid {182 652) (177,997} - {360, 650)
Prairie S1ate - Other {726 208) (3820007 - {1,108 205}
Prairie Slate - Mine 14 769 353 ) (2584 177 {7.353,540)
Prairic Siate - Coal Resorves (B33 467 (413.004) - {1,266.471]
Cfice building {1,682 268 (261,631) - {1,843 300}
Cfica furniture amd eguipment (439,813) (25 868 - {465 581}
Supervisony contral and data

acguisition eguipment {2,108 308) (R4 RO6G) = {2,193 204
Winnelka 138 interconnect {294,445) 116, 566) - $311,111)
Caher equiprment {383.503) (51,3568 45 559 {399,270)

Talal Acowrulated

Depracialion (122 793 575 [(33126911) 52T RO (156,392 67E)

ket Utility Plant $ 1,100,087 854

1,081,057 424




ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FIMNAKMCIAL STATEMENTS
Ag of and for the Years Ended April 30, 2016 and 2015

MOTE & — LoNG TERSM OBLIGATIONS

IMEA has issused tha following revenue bonds:

Dutslanding
Final Arncinl
Late Purpose Ml by ity Interes] Rabes  Original 15508 430016
Sept. B, 2007  Capital improvements Feb. 1, 2035  4.00-525% 5 575,700,000 % 17455000
Refinance 1998
Mow. 5, 2007 honids Feb 1, 2081 500 =520% 51,360,000 23370000
[ebt service and
capial
Jul. 15, 2002 improvamants * Feb. 1, 2035 533 -6.11% 2894 755000 287,005,000
Deht service and
capital
Mo, 30, 2010 improwements ™ Feb. 1, 2035 247 =7.29%% 10,290,000 123,370,000
Refunding 2008 and
Epril 1. 2015 20074 bonds Feb. 1, 2035 £.00-5.00% RO4 625000 554 585 000

® Tha 2008C and 20104 revenue bonds are Exable Build America Boncs. IMEA recaivas a 15% inleresl
subsikdy from the lederal govarnmmenl for Thasa bonds, During Federal fiscal years 2016 and 2015, the
WS federal govermment was subject o he process of sequestrabon redusing spending amounts for
many programs including payments to the ssuers of BAR's, A 6 8% and a 7.3% reduction in payments
for the lederal budgel vear ended Seplember 30, 2018 and 2015, respecively, was expenenced, The
subsly payment is nol taken inlo account i the debl service dsplayed below,

The annual debt service and sinking furnd requirements of the remaining bonds to maturity are &8 follows:

Year Principal Interas Taotal
2M7 g 330000 % 57 BEG 055 & Ui G7h 055
2015 17,085, ) 595 615,862 HE, 10 A
29 42 250 000 53472073 b6, 422 073
2020 44,205, 000 51,234,173 AR 120,173
2021 A6, 55, 000 48 830 825 P&, 7a4, 825
202 - 2028 238,815,000 206,247,107 a5 062,707
2027 — 2031 288,415,000 131,437,789 429 852,799
2032 - 2035 283,450,000 J8.215,014 332,675,014
Tedals 3 1,045 885 000 % 643 726 FO8 % 1 REDETT TO8

RFepayment of the bonds is secured by a pledge of IMEA's revenues,



ILLINCIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FINAMNCIAL STATEMENTS

As of and for the Years Ended April 30, 2016 and 2015

NOTE &= LoNG TERM OBLIGATIONS (cant.)

Committed Line of Credlit

On Cetober 28, 2010, IMEA entared into a $25 million Comemilted Line of Credil agreemeant (LOGC

Anraament) with PHC Bank. Under tha LOC Agreement, IMEA may draw Tunds and'or post standby
lefters of credit. The LOC Agreament was mcreased ta 550 milian an September 1, 2042 and expires on
Oclober 29, 2079, IMEA had 8.5 millon and $7.25 mdlion culstanding under the LOC Agreemenl as of

Apel 30, 2016 and 2015, respectively

Long-term abigation activity for the year ended Aprl 30, 2016 is 33 follows:

Balanca Ealanca Crue Within
MM Additions Reduciiona 4130018 Cine Year
Revenuws Bands 1087, 260,000 % = F A1 3TS000 F 1,045685000 F 39,310,000
Line of credi agreement 7,250,000 &, 500,000 7,250,000 8,500,000 =
Linarmostized premium a1, 441 7 - 5,757 400 T4 684 3035
Oither liahilities 8 o159 467 11,200 501 2.714 16,717 B -
Tedals F1.184 4711470 % 19700001 % 55385114 % 1148788857 % 39,210,000
Long-tarm abligation actiity for the year ended Apnl 30, 2015 i= as follows:
Balanca Ealanca Crua Wilhin
114 ASdditions Reduclions 4/350015 QN ear
Revanus bands F1.174,300,000 % 954 6685000 % 681815000 % 4 087260000 3 41,375.000
Line of credit agresmeant B 500,000 R 260, 000 & 500,000 T2R0,000 -
Unamortized pramium 10,686,510 a0 533,843 @778, 6580 51,441,703 -
Other liahbilities B 174,288 A51 066 5887 8.515 467 -
Tolals F1.201,7650,798 T AA0E1990% F 698009537 S1184471170 F 21375000




ILLINOIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2006 and 2015

NOTE T — AcCOuNTNG FOR ASSET RETIREMENT OB LIGATIONS

An asset retirement ebligation represents a legal obligation associated with the retirement of a tangible,
long-lived assat that is incurred upon the acguisition, construction, development, or normal cperation of
that long-lived asset

The asset retirement obligation includes the closure of ash ponds at the Trimble County plant site and
mina clesura and mine reclamation at the Praire Siate Ganeraling facility. Other assel retirement
obligations are nat significant to these financial statements. IMEA used estimated cash flows to determine
the obligation.

Thie Tollowing lable presents Lhe delails of IMEA's assal retivemant obligations, which are included on the
balance sheet in other noncument liakilities:

Balance Liabilitiess Costs Balanca
5MM15 Incurred Accretion Incurred 4/30/M186

3 8052212 § 11286455 5 158,240 § (291.174) 5 19,206,733

Balance Liahilities Balance
B4 InGurred Socrelon 43015

$ 7740977 § (76931} § 388186 § 8052212

HWOTE & = NET POSITION

EASE Mo, 34 requres the classification of nel position nto thres componenls — nel investment in capital
assets, restricted, and unrasincied. These dasaifications are defined as follows:;

Met investment in capital assais - This component of nel position consisis of capital assats, including
resincted capital aszets, net of accumulated depraciation and reduced by the outstanding balances of any
bonds, mortgages, notes, or other borrowings that are afirbutable to the acquisition. construction, or
improvament of those assets. Il there ane significant unspent related debl proceeds al year-end, the
portion of the debt aftributable to the unspent proceeds are not incleded in the calculation of invastad in
capital assels, nel of related debl. Rather, that porfion of the debl & included in the same nat pesition
component as the unspeni proceeds.

Restricted - This component of met position congists of constraints placed on net assel use through
external constraints imposad by creditors (such as through debt covenants), graniors, contributors, or
laws or regulations of other govermments or constraints imposad by law through constitutional provisions
or enabling leglslation.

Unrastricted nel position - This companant of pel position consisls of net positions that do nol meet the
definition of "restricted"” or "net investment in capital assets.”

When beth regiricted and wunrestricted resources are available for use, itis IMEAs policy to use restricted
resources first, then unrestricted resources as they are needed.



ILLINQIS MUNICIPAL ELECTRIC AGENCY

MOTES TO FINANCIAL STATEMENTS
As of and for the Years Ended April 30, 2016 and 2015

NOTE & — NET PosiTion (conl.)

The following calculation suppons the nat investment in capital asaels:

2016 2015
Litdity plant in 2ervice $1,230,788.362  §1.,214.871,130
Accumulaled depreciation {186,823 813) (155392 E78)
Construclion work in progress 29,9596, 564 22478572
aub-tatals 1,068,961,113 1,081,857 424
Less: Capilal relaled dabl
Curmrent portion of capital related long-term debt 39,310,000 41,375,000
Long-term partion of capilal related long-term debi 1.006,575.000 1,045 BAE, 00O
Unamortized lozs on advance refunding (40.415,512) (44 266,182)
Unamortized premium T4 BA4, 303 B1.441 703
Sub-totals 1,080,153.791 1,124.435,521
Add: Unspent debi praceesds
Daabyl servica resanve from bamowng &0,780 844 BZ 351 685
Acquisition fund 1,669,376 707,242
aub-totals H2.480 220 09422 927
Total Met Investment in Capilal Assals $  T22ET.H42 0§ 45844 B30
The following calculation supports the amount of resticted net posifion:
2016 2015
Rastricted investmants § 104508640 F 105604914
Less: Restrictad Assets Mot Funded by Revenues
Chabl sarvica resang account (&0, 750 844 (82,331 ,.685)
Acqguisition funds {1,669.376) (7.071,242)
Total Resiricted Met Position Mot Funded by Revenues (82,460,220 (B9 422 02T
Currenl liabilibes payable from reslricled assels (14 665, 193) (5,907 581)

Tatal Resincted Met Position as Calculated i TAB3Z22T % T 274, 506




ILLINQIS MUNICIPAL ELECTRIC AGENCY

NOTES TO FIMAMCIAL STATEMENTS
Az of and for the Years Ended April 30, 2096 and 2015

HNOTE 9 - REGuLatory Cos1s For FuTuRE RECOVERY

Regulatory costs for future recovery includes unamertized debt issuance costs, which amounted o
$3,878,725 and 54,258,598 for the yvears ended April 30, 2016 and 201 5, respactively. IMEA has chosan
1o use the application of GASE 62 1o recover these costs in future periods.

MNOTE 10 — EMPLOYEE RETIREMENT PLAM

IMEA's employeas are coverad by the llincis Municipal Elecinc Agency Pension Plan. a defined
conlribution money purchase pension plan with a 5 yvear vesting schedule. Benefil provisions and all other
requirements are established by the board of IMEA. IMEA contribules 25% of eligible employee sarnings
on behall of each employes. Employess thal lerminate service prior b being fully vested, forfeil the
unvasted porion of their account balance which is applied o future contributions to the plan. Total
contnbuticns to the plan by IMEA, net of applied foerfeituras, far the yvears endad April 30, 2018, 2015 and
2014 weara 5787000, 3705000, and 5742000, respectively, Total covered payroll for the respective
vears was 33 148,000, 53,106,000, and 52 967,000,

NOTE 11 — CONTRACTS AND COMMITMENTS

IMEA has long and short-term contracts and commitmants with various wholesale power suppliers 1o
supply energy, capacily ard transmission services (o ils mambenns. These conlracts vary in lenglh and
hawe flexible terms and canceliation provisions, These contracts may be materal to the financial
statameants.

In the nommal course of businass, IMEA may ba imeohead in variaus disputes with ather parties. Whiils
management cannct predict the ulimate outcome of these dizputes, total exposure i not material 1o
IMEA's financial posiion ar results of oparation.

HNOTE 12 = SicnIFICANT CUSTOMERS

IMEA has two significant customers who were responsible for 48% of operating revenus in both 2016 and
2015.

NOTE 13 = RIgK MANAGEMENT

IMEA iz exposed lo various risks of logs related io torts, theft of, damags to, or destruction of azzels,
errors and omissions, workers compensalion, and health care of ils employees. These risks are covenad
through the purchase of commiercial inaurance, with minimal deductibles. Sefiled claims hava not
exceadad covarage in any of the past threa years. Thera were no significant reductions in coverage
comparad o the prior year,
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