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CONSOL IDATED STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS
(in thousands)

For the Years Ended December 31, 2006 2005
Operating Revenues

Sales to members (used as security for revenue bonds) $ 255,141 $ 253,916
Other revenues 13,632 6,796

268,773 260,712

Operating Expenses
Purchased power 154,850 148,020
Fuel 24,883 22,512
Production 8,009 8,893
Transmission and local facilities 23,447 24,759
Other operating 6,793 5,772
Maintenance 6,641 4,272
Depreciation 14,291 14,852
Future recoverable costs 2,966 274

241,880 229,354
Operating Income 26,893 31,358

Non-Operating Expenses and (Income)
Interest expense on revenue bonds 21,698 22,296
Amortization of cost of reacquiring debt 2,770 2,921
Amortization of discount and issuance costs 136 226
Interest income (5,822) (6,015)
Other non-operating expenses 55 70
Net (increase)/decrease in the fair value of investments (815) 1,105
Deferred net change in the fair value of investments 815 (1,105)

18,837 19,498

Net Income 8,056 11,860
Net Assets at Beginning of Year 123,278 111,418
Net Assets at End of Year $ 131,334 $123,278

The accompanying notes are an integral part of the above statements.

(in thousands)

December 31, 2006 2005
Assets
Utility Plant

Utility plant in service $ 475,179 $ 472,496
Less accumulated depreciation (183,800) (170,761)

291,379 301,735
Construction work in progress 34,449 10,594
Total Utility Plant, Net 325,828 312,329

Long-Term Investments 236,419 85,907

Restricted Cash and Cash Equivalents 36,837 29,326

Current Assets
Unrestricted cash and cash equivalents 20,801 12,229
Short-term investments 25,297 14,784
Member accounts receivable 36,919 37,763
Fuel stock and material inventory 4,977 3,907
Other current assets 8,412 16,740
Total Current Assets 96,406 85,423

Deferred Costs
Regulatory assets 80,288 86,839
Other 5,750 4,085
Total Deferred Costs 86,038 90,924

$ 781,528 $ 603,909

Net Assets and Liabilities
Net Assets

Invested in capital assets, net of related debt $(269,326) $(124,945)
Restricted 254,764 92,558
Unrestricted 145,896 155,665
Total Net Assets 131,334 123,278

Non-Current Liabilities
Long-term revenue bonds, net 576,714 419,804
Other non-current liabilities 2,767 1,996
Regulatory liabilities 2,326 2,207
Total Non-Current Liabilities 581,807 424,007

Current Liabilities
Current maturities of revenue bonds 18,440 17,470
Accounts payable 32,015 24,694
Accrued interest on revenue bonds 14,806 10,797
Accrued liabilities 3,126 3,663
Total Current Liabilities 68,387 56,624

$ 781,528 $ 603,909

The accompanying notes are an integral part of the above statements.
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CONSOL IDATED F INANCIAL STATEMENTS ’ NOTES

1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization and Operations

Indiana Municipal Power Agency (IMPA or the Agency) is a body corporate and politic and a political subdivision
of the State of Indiana. IMPA was created in June of 1980 by a group of municipalities for the purpose of jointly
financing, developing, owning and operating electric generation and transmission facilities appropriate to the
present and projected energy needs of its participating members. IMPA sells power to its members under long-
term power sales contracts. The members resell the power to retail customers within their respective municipal
service territories. IMPA’s owned and member-dedicated generating capacity is 811 megawatts (MW) or 71% of
non-coincident peak demand. The remainder of IMPA’s power is purchased from other utilities under long-term
contracts with varying terms and expiration dates. Power is delivered to members through: an integrated
transmission system known as the Joint Transmission System (JTS), jointly owned by IMPA, Duke Energy
Indiana, Inc. (DEI), Duke Energy Ohio, Inc. (DEO), and Wabash Valley Power Association (WVPA); leasing
arrangements with member utilities; and transmission service arrangements with other utilities and regional
transmission organizations.

Prior to July 1, 2006, IMPA served 40 member municipalities throughout the State of Indiana with
a total load of approximately 1,098 megawatts (MW). Pursuant to offers of membership by the Agency, during
2006 IMPA began serving Gas City, Indiana and the Indiana towns of Brooklyn, Dublin, Dunreith, Knightstown,
Lewisville, Rockville, Spiceland and Thorntown (collectively, the “Towns”). On January 1, 2007, IMPA began serving
the City of Huntingburg, Indiana. IMPA entered into power sales contracts with Gas City, the Towns and
Huntingburg (collectively, the “New Members”) to supply all power and energy used by the New Members in the
operation of their respective municipal electric systems, similar to IMPA’s existing power sales contracts. The New
Members increased IMPA’s membership to 50 Indiana cities and towns and will add approximately 63.3 MW to
IMPA’s load during 2007.

On January 1, 2007, IMPA began serving the Village of Blanchester, Ohio. IMPA entered into a power sales contract
with Blanchester to supply all power and energy used by the Village in the operation of its municipal electric
system. Blanchester will add approximately 15.7 MW to IMPA’s load during 2007.

ISC, Inc. (ISC) was created by the Agency as a not-for-profit corporation to provide cost-effective services beyond
power supply and transmission to members and other municipal utilities.

Principles of Consolidation

The consolidated financial statements include the accounts of the Agency and its affiliate, ISC. All significant
intercompany account balances and transactions have been eliminated in consolidation.

Basis of Presentation

The Agency substantially follows the Uniform System of Accounts prescribed by the Federal Energy Regulatory
Commission (FERC). The consolidated financial statements are prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America. IMPA has chosen the
option to implement all Financial Accounting Standards Board (FASB) pronouncements that do not conflict with
or contradict Governmental Accounting Standards Board (GASB) pronouncements.
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CONSOL IDATED STATEMENTS OF CASH FLOWS

(in thousands)

For the Years Ended December 31, 2006 2005
Cash Flows From Operating Activities:

Receipts from members $ 265,167 $ 231,253
Other operating receipts 15,230 4,727
Payments for purchased power (156,323) (138,738)
Payments for fuel (26,708) (22,711)
Payments for production (8,056) (8,498)
Payments for transmission and local facilities (23,627) (24,042)
Payments for other operating expenses (6,698) (3,871)
Payments for maintenance (6,693) (4,336)
Net cash provided by operating activities 52,292 33,784

Cash Flows From Capital And Related Financing Activities:
Net additions to utility plant (20,214) (7,673)
Issuance of long-term debt 173,549 –
Principal payments on long-term debt (17,470) (16,610)
Interest payments (22,165) (21,710)
Net cash provided by (used in) capital and related financing activities 113,700 (45,993)

Cash Flows From Investing Activities:
Investment purchases (191,165) (12,450)
Maturities and called investments 31,142 18,890
Interest income and other 10,114 5,982
Net cash provided by (used in) investing activities (149,909) 12,422

Net Increase in Cash and Cash Equivalents 16,083 213

Cash and Cash Equivalents at Beginning of Year 41,555 41,342
Cash and Cash Equivalents at End of Year $ 57,638 $ 41,555

Reconciliation of Operating Income to Net Cash
Provided by Operating Activities:

Operating income $ 26,893 $ 31,358
Adjustments to reconcile operating income
to net cash provided by operating activities:
Depreciation 14,291 14,852
Future recoverable costs 2,966 274
Changes in current assets and liabilities

Member accounts receivable 843 (9,660)
Fuel stock and material inventory (1,070) (858)
Accounts payable 7,321 8,392
Other 1,048 (10,574)

Net cash provided by operating activities $ 52,292 $ 33,784

The accompanying notes are an integral part of the above statements.




