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Utah Associated Municipal Power Systems

Management’s Discussion and Analysis

Introduction

The following is a discussion and analysis of Utah Associated Municipal Power Systems’
(UAMPS) financial performance and position, providing an overview of UAMPS’ activities for
the years ended March 31, 2005 and 2004.

Description of Business

UAMPS is a political subdivision of the state of Utah (the State). Its 48 members (the Members)
include public power utilities in Utah, Arizona, California, Idaho, Nevada and New Mexico.
UAMPS’ purposes include the planning, financing, development, acquisition, construction,
operation and maintenance of various projects for the generation, supply, transmission and
management of electric energy for the benefit of the Members. UAMPS is governed by its Board
of Directors (the Board). The Board consists of directors representing Members that have
entitlement shares in the various projects undertaken by UAMPS. UAMPS is a project-based
organization and presently operates 13 separate projects that provide a variety of power supply,
transmission and other services to the Members that participate in them. The Members make
their own elections to participate in UAMPS’ projects and are not obligated to participate in any
particular project. In general, UAMPS and its Members that elect to participate in a project enter
into a contract that specifies the services or product to be provided by UAMPS from the project,
the payments to be made by participating Members in respect of the costs of the project and
other matters relating to the project.

UAMPS’ Board has ultimate control of UAMPS, maintaining managerial, financial and
operational responsibility. UAMPS functions as an autonomous company supported solely from
its own revenues. All assets, debts and obligations of UAMPS are separate and distinct from the
assets, debts and obligations of the State. Upon dissolution of UAMPS, any monies not needed to
liqguidate UAMPS’ obligations would be returned to its Members.

Highlights

UAMPS posted an excess of revenues over expenses for the years ended March 31, 2005 and
2004 of $1.6 million and $3.6 million, respectively. A portion of the 2005 excess of revenues
over expenses could be refunded to the Members in early fiscal year 2006, depending on the
Members’ elections. A portion of the 2004 excess of revenues over expenses was refunded to
Members in fiscal year 2005. The balance of the excess will be utilized to service the Market
Stabilization Cost Recovery Charge (CRC) obligations in accordance with the Board’s policy
established in December 2001.



Utah Associated Municipal Power Systems

Management’s Discussion and Analysis (continued)

Overview of the Financial Statements

This report includes UAMPS’ audited financial statements presented in accordance with
accounting principles generally accepted in the United States. The audited financial statements
include five components: balance sheets, statements of revenues and expenses, statements of
changes in net assets, statements of cash flows and notes to the financial statements.

UAMPS’ financial statements were audited in accordance with auditing standards generally
accepted in the United States and Government Auditing Standards issued by the Comptroller
General of the United States.

All statements are prepared on the accrual basis of accounting. All revenues and expenses are
recognized when earned or incurred regardless of when cash is received or spent.

Notes to the financial statements provide additional schedules and information that are essential
to a complete understanding of the financial statements.

Financial Analysis

Total cash and invested assets at March 31, 2005 and 2004 were $33.3 and $47.8 million,
respectively. The $14.5 million decrease between March 31, 2004 and 2005 and the $55.5
million decrease between March 31, 2004 and 2003 resulted primarily from the use of bond
proceeds to construct the Payson Power Project (the Payson Project).

The components of cash and investments at March 31 consisted of the following:

2005 2004
Category 1 21.0% 18.0%
Utah Public Treasurer’s Investment Fund 79.0 82.0

100.0% 100.0%

At March 31, 2005 and 2004, accounts receivable totaled $16.6 million and $18.1 million,
respectively. The decrease of $1.5 million between March 31, 2005 and 2004 and the $3.7
million decrease between March 31, 2004 and 2003 were due to normal timing fluctuations for
cash receipts.



Utah Associated Municipal Power Systems

Management’s Discussion and Analysis (continued)

The table below summarizes UAMPS’ total assets and total liabilities at March 31:

2005 2004
(In Thousanas)

Total current assets $ 27,467 $ 26,684
Total long-term assets 241,212 271,774
Total assets $ 268,679 $ 298,458
Total current liabilities $ 28,099 $ 26,064
Total long-term liabilities 238,102 267,062
Total liabilities 266,201 293,126
Net assets:
Invested in plant, net of debt (24,186) (57,689)
Restricted net assets 6,828 20,256
Unrestricted net assets 19,836 42,765
2,478 5,332
Total liabilities and net assets $ 268,679 $ 298,458

Financial Analysis of Operations

Operating revenue from power sales for the years ended March 31, 2005 and 2004 was $148.0
million and $150.9 million, respectively. The March 31, 2005 amount represents a decrease of
$2.9 million from 2004. The decrease was primarily due to increases in billings to members for
collection of debt service for the Payson project of $8.5 million, offset by reductions of billings
to members for fixed cost revenue and production revenue of $11.9 million. Additionally,
transmission revenue increased by $0.5 million as a result of a new contractual arrangement
related to the Craig Mona project. Operating revenue decreased $5.5 million between March 31,
2003 and 2004 primarily due to reductions in off-system sales of $21.0 million, offset by
increased operating revenues from the Members of $15.5 million.

Interest income for 2005 and 2004 was $732,000 and $260,000, respectively. The increase
relates primarily to the Payson project, which was completed and placed in service in June 2004.
As a result, the interest from the date of commercial operation forward was no longer capitalized,
but was recognized on the income statement.



Utah Associated Municipal Power Systems

Management’s Discussion and Analysis (continued)

The table below summarizes UAMPS’ total revenues and expenses for fiscal years 2005 and
2004.

Year Ended March 31
2005 2004
(In Thousanas)

Revenues:
Power sales $ 147,982 $ 150,910
Interest income 732 260
Other income 1,345 2,073
150,059 153,243
Expenses:
Cost of power 98,519 114,301
Other expenses 26,955 22,271
125,474 136,572
Excess of revenues over expenses before net costs to be
recovered from future billings to Members 24,585 16,671
Decrease in net costs to be recovered from future billings to
Members (22,945) (13,025)
Excess of revenues over expenses 1,640 3,646
Net assets at beginning of year 5,332 3,717
Distributions (4,494 (2,031)
Net assets at end of year $ 2,478 $ 5,332

Cash Flow and Liquidity

UAMPS’ sources of cash include power sales, services, issuance of debt and investment income.
Outstanding checks in excess of transfers at year-end increased from $239,000 in 2004 to
$281,000 in 2005 primarily due to timing of the transfer from the revolving line of credit. At
March 31, 2005 and 2004, the balance on the revolving line of credit (used for cash
management) was $1,038,882 and $0, respectively, of the $3.0 million available.

In October 2004, UAMPS obtained an $8.0 million revolving line of credit at a variable rate in
relation to LIBOR. In January 2005, UAMPS obtained an additional $3.0 million revolving line
of credit from the same financial institution upon substantially the same terms and conditions as
those contained in the initial $8.0 million revolving line of credit. The outstanding balance on the
combined $11.0 million available revolving line of credit was $3.2 million at March 31, 2005.



Utah Associated Municipal Power Systems

Management’s Discussion and Analysis (continued)

Budgets and Billing

The UAMPS Board is presented a budget for its approval prior to the start of each fiscal year and
power billings are based on that budget. Monthly reports are presented to the Board describing
the operating costs compared to the budget and the revenues derived from the billing process.
Any deviations are explained and the budgets are amended as necessary.

Significant Capital Assets and Long-Term Debt Activity

In fiscal year 2003, UAMPS committed to construct the Payson Project. The Payson Project is a
143 megawatt combined-cycle natural-gas-fired generating, transmission and natural gas
delivery facility in central Utah. UAMPS issued $101.0 million Payson Power Project series
2003 revenue bonds in March 2003 to partially fund the commitment. To date, $113.1 million
has been expended of the $114.1 million obligated. The project was completed and placed in
service in June 2004.

UAMPS issued revenue refunding bonds in January 2004 to refund $18.4 million of its series
1994 Hunter Project Revenue Refunding Bonds callable on July 1, 2004.

Economic Factors

Due to drought and lower hydrological conditions, the amount of energy from Western Area
Power Administration (WAPA) has been reduced by approximately 20% in the current year. In
addition, UAMPS’ contract rate of delivery from WAPA decreased 7% in October 2004 due to a
reallocation process for new customers of WAPA. UAMPS has sufficient other resources to
compensate for this reduced output, although at a different incremental rate than the current
WAPA rate.

Pursuant to a unanimous decision by the UAMPS Board in fiscal year 2002, an innovative
finance plan labeled the CRC was implemented. The success of the CRC continued in 2005,
allowing UAMPS to return the Power Pool to market-based pricing by funding the cost of
restructured energy contracts from fiscal year 2002 through the CRC. The CRC will fully
recover the market impacts of fiscal year 2002 not covered in current energy rates by February
2007,

Providing the Members with better methods to share resources and information about electric
power issues is an important role for UAMPS. Through the Government and Public Affairs
(GPA) project the Members are able to participate in the political process at the state and federal
levels and to monitor current political issues that could directly impact the future of the electric
industry.



Utah Associated Municipal Power Systems

Management’s Discussion and Analysis (continued)

Western Electric Energy Markets

The energy markets in the western United States have calmed from the dysfunctional condition
they were in during the 2000-2001 period when energy prices increased from between
$20-$50/megawatt hour (MWh) to regularly exceeding $300/MWh. A series of orders by the
Federal Energy Regulatory Commission (FERC), including a West-wide power mitigation
program, which imposed bid caps and numerous regulatory actions in California, have helped to
stabilize the power markets since 2002. Price volatility remains, however, and the power supply
liquidity in the market has disappeared as the number of active participants has dwindled. During
fiscal year 2005, the market price for energy was slightly higher than during fiscal year 2004 as a
result of normal market price fluctuations.

Since the electric energy market disruption of 2000-2001, interest in electric utility restructuring
has waned. The states that allowed customer choice had higher electricity prices and shorter
supplies than those that elected not to restructure the electric utilities due to market control by
energy providers. Thus, the utility restructuring had the opposite effect restructuring was
expected to accomplish. Therefore, it is unlikely Utah will consider electric restructuring in the
foreseeable future.

Credit erosion impacting numerous electric industry participants, potential implementation of the
FERC’s standard market design and continued load growth are factors that create less certainty
about market stability. To protect its Members from this market volatility, UAMPS has acquired
sufficient resources to meet the Members’ projected needs for the near term through its
production facilities and fixed price power purchase contracts. The produced and purchased
power is committed to the Members that have obligated themselves to the purchase of this
power. Commencing in June 2004, the 143 MW Payson Project became operational, supplying
power to assist in meeting the Members’ needs.

Requests for Information

This financial report is designed to provide a general overview of UAMPS’ finances for all those
with an interest in UAMPS’ finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to Controller,
UAMPS, 2825 East Cottonwood Parkway, Suite 200, Salt Lake City, Utah 84121.
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Report of Independent Auditors

The Board of Directors
Utah Associated Municipal Power Systems

We have audited the accompanying balance sheets of Utah Associated Municipal Power Systems
as of March 31, 2005 and 2004 and the related statements of revenues and expenses, changes in
net assets and cash flows for the years then ended. These financial statements are the
responsibility of Utah Associated Municipal Power Systems’ management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. We were not engaged to perform an audit of the
Organization’s internal control over financial reporting. Our audit included consideration of
internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Organization’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of Utah Associated Municipal Power Systems as of March 31,
2005 and 2004, and the respective changes in financial position and cash flows, where
applicable, thereof for the years then ended in conformity with accounting principles generally
accepted in the United States.

In accordance with Government Auditing Standards, we have also issued our report dated
June 24, 2005 on our consideration of Utah Associated Municipal Power Systems’ internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in assessing the results of our
audits.
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Management’s Discussion and Analysis, as listed in the table of contents, is not a required part of
the basic financial statements but is supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and
express no opinion on it.

Our audits were conducted for the purpose of forming opinions on the financial statements taken
as a whole. The supplemental schedules of changes in funds required by the revenue bond
resolutions and project financial statements are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The supplemental schedules have been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, are fairly stated in all material respects in relation to the basic financial statements

taken as a whole.
St + MLLP

June 24, 2005



Utah Associated Municipal Power Systems

Notes to Financial Statements (continued)

7. Debt

Pursuant to the Hunter Il Project Revenue Bond Resolution, the San Juan Project Revenue Bond
Resolution, the Craig-Mona Transmission Project Revenue Bond Resolution, the Central-St.
George Transmission Project Revenue Bond Resolution and the Payson Power Project Bond
Resolution (the Resolutions), all supplemented from time to time, UAMPS has issued the
following revenue and refunding revenue bonds and notes payable:

Original Principal Outstanding —
Original Interest Maturity March 31
Series Issue Rate Date 2005 2004

Hunter 11 1992
Capital appreciation $ 24,786,129 5.50%-6.45% 1998-2007 $ 17,690,000 $ 23,585,000

Hunter 11 1994

Serial 27,660,000 2.70%-5.00% 1994-2010 - 18,490,000
Hunter 11 1998
Serial 6,455,000 4.00%-5.00%  2000-2012 4,190,000 4,605,000
Hunter 11 2004
Serial 17,425,000 1.50-5.00% 2004-2010 17,350,000 -
San Juan 1994
Serial 11,480,000 3.80%-6.15% 1995-2009 - 825,000
San Juan 1998
Serial 15,750,000 4.00%-5.25% 2000-2015 14,890,000 15,050,000
Term 5,740,000 5.00% 2018 5,740,000 5,740,000
Term 9,125,000 5.00% 2022 9,125,000 9,125,000
30,615,000
San Juan 2003
Note 1,796,262 Variable Quarterly 611,213 1,209,103

Craig-Mona 1993
Serial 8,315,000 2.80%-5.25%  1994-2009 4,600,000 5,395,000
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7. Debt (continued)

Utah Associated Municipal Power Systems

Notes to Financial Statements (continued)

Original Principal Outstanding —
Original Interest Maturity March 31
Series Issue Rate Date 2005 2004
Central-St. George
1997 B Serial 2,315,000 3.95%-5.15%  1998-2012 1,440,000 $ 1,585,000
Term 1,840,000 5.375% 2019 1,840,000 1,840,000
4,155,000
Central-St. George
2000 Serial 7,025,000 4.40%-5.40%  2001-2019 5,930,000 6,195,000
Central-St. George
2003 Serial 19,945,000 3.00%-4.75%  2003-2019 18,745,000 19,670,000
Payson 2003
Serial 100,850,000 3.00%-5.25% 2006-2026 100,850,000 100,850,000
Market Stabilization
Note 39,428,361 3.48% 2007 10,774,095 29,796,798
213,775,308 243,960,901
Less unamortized bond discount 1,324,537 2,418,566
Plus unamortized bond premium 8,708,224 7,216,106
Less current portion 16,307,893 20,232,187

$ 204,851,102 $ 228,526,254

The Hunter 1l Project 1992 Series Bonds (totaling $32,011,129) are not subject to redemption
prior to maturity. The discount associated with these bonds has an effective interest rate of

6.14%.

The Hunter 1998 Series Bonds (totaling $6,455,000) maturing on or after July 1, 2009 are
subject to redemption prior to maturity at the option of UAMPS, in whole or in part, at various
times on or after July 1, 2008, at redemption prices ranging from 100% to 101%, plus accrued
interest to the date of redemption.
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Utah Associated Municipal Power Systems

Notes to Financial Statements (continued)

7. Debt (continued)

In April 2004 UAMPS issued the 2004 Series Hunter Il Project Revenue Refunding Bonds. The
proceeds from the sale of these bonds were issued to defease the 1994 Series Serial Bonds
maturing on or after July 1, 2004. UAMPS deposited U.S. government securities worth
$19,146,507 into an escrow account, the principal and interest from which was sufficient to fund
the remaining principal and interest payments on the defeased bonds. All amounts related to the
defeased bonds have been removed from the balance sheets and UAMPS included the $598,219
early payment penalty and the $426,212 write-off of unamortized issuance costs (total
$1,024,431) as a loss on the early retirement of debt. The 2004 Hunter Il Series Bonds (totaling
$17,425,000) are not subject to redemption prior to maturity.

The San Juan 1994 Series Bonds (totaling $34,495,000) were redeemed on June 1, 2004 with
escrow funds provided for this purpose by the San Juan 1998 Project Refunding Revenue Bonds.

The San Juan 1998 Series Bonds (totaling $30,615,000) maturing on or after June 1, 2009 are
subject to redemption prior to maturity at the option of UAMPS, in whole or in part, at various
times on or after June 1, 2008, at redemption prices ranging from 100% to 101%, plus accrued
interest to the date of redemption.

The San Juan Project Revenue Bonds, Series 2003 (totaling $1,796,262) are subject to
redemption any time prior to maturity.

The Craig-Mona 1993 Series Bonds (totaling $8,315,000) are not subject to redemption prior to
maturity.

The Central-St. George 1997B Series Bonds (totaling $4,155,000) maturing after December 1,
2008 are subject to redemption prior to maturity at the option of UAMPS, in whole or in part, at
various times on or after December 1, 2007, at a redemption price equal to 100%, plus accrued
interest to the date of redemption.

The Central-St. George 2000 Series Bonds (totaling $7,025,000) maturing on or after
December 1, 2011 are subject to redemption prior to maturity at the option of UAMPS, in whole
or in part, at various times on or after December 1, 2010, at a redemption price equal to 100%,
plus accrued interest to the date of redemption.
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Utah Associated Municipal Power Systems

Notes to Financial Statements (continued)

7. Debt (continued)

The Central-St. George 2003 Series Bonds (totaling $19,945,000) maturing on or after
December 1, 2012 are subject to redemption prior to maturity at the option of UAMPS on and
after June 1, 2012, in whole or in part on any date, at a redemption price equal to 100% of the
principal amount, plus accrued interest to the date of redemption.

The Payson Project Revenue 2003 Series Bonds (totaling $100,850,000) were issued on
March 18, 2003 at a premium of $7,417,478, with effective interest rates of 2.48% to 4.73%. The
2003 Series Bonds maturing on or after April 1, 2014 are subject to redemption prior to maturity
at the option of UAMPS, in whole or in part, at various times on or after April 1, 2013 at a
redemption price equal to 100%, plus accrued interest to the date of redemption.

The Resolutions for bond issues with term bonds require mandatory sinking fund payments be
made beginning in 2005 and beyond. Such sinking fund requirements have been scheduled so
that UAMPS will have approximately the same debt service requirement each year over the life
of the bonds.

The Resolutions provide that the Revenue and Refunding Revenue Bonds shall be direct and
special obligations of UAMPS, payable solely from and solely secured by certain sources
described in the Resolutions.

Restricted cash and investments are restricted only for the purposes stipulated in the Resolutions.

During fiscal year 2003, the Board adopted resolutions authorizing borrowings to support the
operations of the Power Pool and to provide necessary working capital for its operations. In order
to secure such borrowings, the Board established the Market Stabilization CRC as a separate
charge and component of the administrative and general expenses of UAMPS, payable under the
Pooling Agreements by the Members.

Pursuant to the authority contained in the Resolutions, on April 9, 2003, UAMPS consolidated
three lines of credit ($14.0 million; $26.0 million and $10.0 million) with unpaid balances
($11,512,463; $18,878,849 and $9,642,011, respectively) at March 31, 2003 with variable rates
of interest into one line of credit with a beginning principal balance of $39,428,361. The credit
instrument has a fixed interest rate of 3.48%. The maturity date for this instrument is
February 15, 2007. All amounts that may be owed to the financial institution associated with this
line of credit have been secured by a pledge of the CRC.
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Utah Associated Municipal Power Systems

Notes to Financial Statements (continued)

7. Debt (continued)

The scheduled maturities and related interest, based on scheduled rates for fixed rate bonds and
the existing rates at March 31, 2005 for variable rate bonds, of long-term debt are as follows:

Year Ending March 31  Revenue and Refunding Revenue Bonds Interest Total Debt Service Requirements
2006 $ 15,722,915 $ 7,986,574 $ 23,709,489
2007 17,867,393 7,307,854 25,175,247
2008 12,885,000 6,654,962 19,539,962
2009 12,820,000 6,323,625 19,143,625
2010 15,220,000 6,107,529 21,327,529

2011-2015 41,405,000 26,170,232 67,575,232
2016-2020 45,180,000 15,011,883 60,191,883
2021-2025 38,005,000 6,165,492 44,170,492
2026 14,670,000 350,967 15,020,967
Total $ 213,775,308 $ 82,079,118 $ 295,854,426

UAMPS has net capitalized interest of $1,050,028 for the year ended March 31, 2005 related to
the construction of the Payson Project.

The table below shows the changes in net long-term debt balances that occurred during the years
ended March 31, 2005 and 2004.

Amount Due
March 31, 2004  Additions Reductions March 31,2005  Within One Year

Hunter 11 1992 $ 23,585,000 $ - $ 589,000 $ 17,690,000 $ 5,900,000
Hunter 11 1994 18,490,000 - 18,490,000 - -
Hunter 11 1998 4,605,000 - 415,000 4,190,000 435,000
Hunter 11 2004 - 17,425,000 75,000 17,350,000 -
San Juan 1994 825,000 - 825,000 - -
San Juan 1998-Serial 15,050,000 - 160,000 14,890,000 1,030,000
San Juan 1998-Term 5,740,000 - - 5,740,000 -
San Juan 1998-Term 9,125,000 - - 9,125,000 -
San Juan 2003 1,209,103 - 597,890 611,213 611,213
Craig Mona 1993 5,395,000 - 795,000 4,600,000 835,000
Central-St. George 1997B-Serial 1,585,000 - 145,000 1,440,000 155,000
Central-St. George 1997B-Term 1,840,000 - - 1,840,000 -
Central-St. George 2000 6,195,000 - 265,000 5,930,000 275,000
Central-St. George 2003 19,670,000 - 925,000 18,745,000 950,000
Payson 2003 100,850,000 - - 100,850,000 -
Market Stabilization—Fixed Rate 29,796,798 — 19,022,703 10,774,095 5,531,702

243,960,901 17,425,000 47,610,593 213,775,308 15,722,915
Less unamortized discount 2,418,566 - 1,094,029 1,324,537 -
Plus unamortized premium 7,216,106 2,053,631 561,513 8,708,224 584,978

$ 248,758,441 $ 19,478,631 $ 47,078,077 $ 221,158995 $ 16,307,893
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Report of Independent Auditors on State of Utah Legal Compliance

The Board of Directors
Utah Associated Municipal Power Systems

We have audited the financial statements of Utah Associated Municipal Power Systems
(UAMPS) for the year ended March 31, 2005, and have issued our report thereon dated June 24,
2005. Our audit included testwork on UAMPS’ compliance with the following applicable
general compliance requirements identified in the State of Utah Legal Compliance Audit Guide,
including:

Cash Management
Purchasing Requirements
Budgetary Compliance
Other General Issues

UAMPS did not receive any major or nonmajor state grants during the year ended March 31,
2005.

The management of UAMPS is responsible for its compliance with all compliance requirements
identified above. Our responsibility is to express an opinion on compliance with those
requirements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements referred to above
occurred. An audit includes examining, on a test basis, evidence about UAMPS’ compliance
with those requirements. We believe that our audit provides a reasonable basis for our opinion.

The results of our audit procedures disclosed no instances of noncompliance with the
requirements referred to above.

In our opinion, Utah Associated Municipal Power Systems complied, in all material respects,
with the general compliance requirements identified above for the year ended March 31, 2005.

St + MLLP

June 24, 2005
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Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of the Financial Statements Performed in Accordance
with Government Auditing Standara’s

The Board of Directors
Utah Associated Municipal Power Systems

We have audited the financial statements of Utah Associated Municipal Power Systems as of and
for the year ended March 31, 2005, and have issued our report thereon dated June 24, 2005. We
conducted our audit in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Utah Associated Municipal Power
Systems’ internal control over financial reporting in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide an
opinion on the internal control over financial reporting. Our consideration of the internal control
over financial reporting would not necessarily disclose all matters in the internal control that
might be material weaknesses. A material weakness is a reportable condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation that we
consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Utah Associated Municipal Power
Systems’ financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.
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This report is intended solely for the information and use of the Board, management and the

Utah State Auditor’s Office. However, this report is a matter of public record and its distribution
is not limited.

St ¥ MLLP
June 24, 2005
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