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LETTER TO PARTICIPANTS

2009 proved to be another low usage year for Ohio Municipal Electric
Generation Agency Joint Venture 2 (OMEGA JV2)—and that’s a good
thing. Because the project acts like an insurance policy, seeing little use
during times when wholesale market power prices are moderate, high
levels of activity for OMEGA JV2 usually coincide with higher prices for
energy consumers. Summer temperatures didn't rise above normal averages
for extended periods; the condition that often leads to soaring short-term
power prices. The state of the economy also brought reduced energy usage
in many communities, lessening the need for peaking power.

OMEGA JV2's distributed generation acts as a hedge against such short-
term purchase power markets, helping cap participating communities’
exposure to rapid cost upswings. With power prices at a 10-year low last
summer, it remained less expensive to purchase power than to operate the

units at most times.

In recent years, however, the distributed generation units have assumed a
new responsibility, acting as installed capacity for project participants. Both
PJM Interconnection and the Midwest Independent Transmission System
Operator require entities to have access to generation assets to meet their
peak demand needs. This can be done either through ownership or by
purchasing this capacity on the open market. The installed OMEGA JV2
units fulfill this need for participating communities, eliminating the need
to purchase capacity.

OMEGA JV2’s continued use of in-house personnel to complete all routine
and major maintenance on the generation units continues to be a source
of cost containment and high reliability. The second wave of major diesel
maintenance—including replacing the oil, hoses, coolant and timing
valves for each unit—is now complete. Because of the lower usage on the
units, particularly the diesel units, major maintenance intervals can be
stretched to provide greater economy. Components such as hoses and
coolant were upgraded during the last maintenance, which also helps to
allow the extended maintenance period. OMEGA JV2 has begun budgeting
for painting and preservation work to maintain the appearance of all
project units.

Four years ago, the OMEGA JV2 Board of Participants adopted a fuel
supply strategy that continues in place, which gives American Municipal
Power authority to purchase natural gas contracts during low points in
the market and place the gas in storage until it is needed during the year.
The cost of storing the natural gas is included in the applied fuel costs.
This strategy allows OMEGA JV2 to secure a reliable fuel supply, while
providing the ability to lock in favorable fuel supply price points.
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