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CINNT SCHECTER HACKETT

INDEPENDENT AUDITORS' REPORT

To the Board of Participants
Ohio Municipal Electric Generation Agency Joint Venture 5

Report on the Financial Statements

We have audited the accompanying financial statements of Ohio Municipal Electric Generation Agency

Joint Venture 5 ("OMEGA JVs'), which comprise the statements of net position as of December 31,

2012 and2011, and the related statements of revenues, expenses, and changes in net position and

cash flows for the years then ended, and the related notes to the financial statements.

M a n a g em ent's Respo ns i b i I ity fo r th e F i n a n c i a I Sfafem enús

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America; this includes

the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or

error.

Auditor's Responsi bi Iity

Our responsibility is to express an opinion on these financial statements based on our audit. We

conducted our audit in accordance with auditing standards generally accepted in the United States of

America 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 fìnancial statements are free from

material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements. The procedures selected depend on the auditor's judgment, including the

assessment of the risks of material misstatement of the financial statements, whether due to fraud or

error. ln making those risk assessments, the auditor considers internal control relevant to the entity's
preparation and fair presentation of the financial statements in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness

of the entity's internal control. Accordingly, we express no such opinion. An audit also includes
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evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management, as well as evaluating the overall presentation of the

financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion.

Opinion

ln our opinion, the financial statements referred to above present fairly, in all material respects, the

financial position of Ohio Municipal Electric Generation Agency Joint Venture 5 as of December 31, 2012

and 2011, and the changes in its financial position and cash flows for the years then ended in accordance

with accounting principles generally accepted in the United States of America.

Other Matters

Req u i red S u pple m e nta ry I nform ation

Accounting principles generally accepted in the United States of America require thatthe management's

discussion and analysis on pages 3 - 7 be presented to supplement the basic financial statements. Such

information, although not a part of the basic financial statements, is required by the Governmental

Accounting Standards Board who considers it to be an essential part of financial reporting for placing the

basic financial statements in an appropriate operational, economic, or historical context. We have applied

ceftain limited procedures to the required supplementary information in accordance with auditing

standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for

consistency with management's responses to our inquiries, the basic financial statements, and other

knowledge we obtained during our audit of the basic financial statements. We do not express an opinion

or provide any assurance on the information because the limited procedures do not provide us with

sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

ln accordance with Government Auditing Sfandards, we have also issued our report dated April 17,2013
on our consideration of OMEGA JV5's 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 thattesting, and notto provide an opinion on internal control

over financial reporting or on compliance. That repoÉ is an integral part of an audit performed in

accordance with Goyernment Auditing Standards in considering OMEGA JV5's internal control over

financial reporting and compliance.

Clao( ,îol,af"a #aol"tt & Co,

Cincinnati, Ohio
April 17,2013
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31,2012,2011 and 2010

(Unaudited)

Financial Statement Overview
This discussion and analysis provides an overview of the financial performance of Ohio
Municipal Electric Generation Agency Joint Venture 5 ("OMEGA JV5") for the years ended
December 31,2012 and2O11. The information presented should be read in conjunction with the
basic financial statements and the accompanying notes.

OMEGA JV5 prepares its basic financial statements on the accrual basis of accounting in

accordance with accounting principles generally accepted in the United States of America.
OMEGA JVS's basic financial statements include the statement of net position; the statement of
revenues, expenses and changes in net position; and the statement of cash flows

The statement of net position provides information about the nature and amount of assets and
liabilities of OMEGA JV5 as of the end of the year. The statement of revenues, expenses and
changes in net position reports revenues and expenses and the change in net position for the
year. The statement of cash flows reports cash receipts, cash payments, and net changes in

cash resulting from operating, investing and capital and related financing activities.

Financial Highlights
The following table summarizes the financial position of OMEGA JVS as of December 31.

Gondensed Statement of Net Position

20'12 2011 2010

Assets
Restricted assets - current
Other current assets

Total current assets

Restricted assets - noncurrent
Utility plant
Other assets

Totalassets

Net Position and Liabilities
Net investment in capital assets
Net position - restricted
Net position - unrestricted
Net beneficial interest certificates
Current liabilities
Regulatory and noncurrent liabilities

Total net position and liabilities

$ 7,642,061
8,686,262 9, 584,660

7,437,105
9,084,088

$ 7,514,762 $

16,328,323

3,321 ,816
122,843,745

570 767

17,099,422

3,304,492
127,390,475

761 326

16,521,193

3,293,313
132,056,079

1 ,963,1971 1

$ 144,064,651 $ 149,555,715 $ 153, 833,782

$ 15,201,554 $
8,180,301

(13,609,892)
102,537,191

9,822,600
21 932 897

16,073,288
7,938,394

(13,390,567)
106,457,187

9,598,732
22,878,681

$ 1 7,101 ,699
7,791,503

(14,090,254)
110,249,380

8,971 ,183

,782

23 810

$ 153,833g 144,064,651 $ 149,555,715
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31,2012,201 1 and 2010

(Unaudited)

2012vs.2011

Total assets were $144,064,651 and $149,555,715 as of December 31,2012 and December 31,

2011, respectively, a decrease of $5,491,064. The decrease was due to increased accumulated
depreciation as well as a decrease in rate stabilization cash. These decreases were partially
offset by an increase in regulatory assets and capital assets.

Total current assets were $16,328,323 and $17,099,422 as of December 31 ,2012 and
December 31, 2011, respectively, a decrease of $771,099. Cash and temporary
investments decreased by $1 ,628,982 primarily due to a decrease in rate stabilization
cash. This decrease was partially offset by an increase in regulatory asset of $980,873
due to the under recovery of 2012 expenses with approved rates.

Utility plant assets were 9122,843,745 and 5127,390,475 as of December 31, 2012 and
December 31, 2011, respectively, a decrease of $4,546,730. Utility plant assets
decreased as a result of depreciation. OMEGA JV5 also placed into service $230,'132 in

transmission line equipment in 2012. There were no significant capital expenditures or
retirements of assets for OMEGA JV5 in 2011.

Noncurrent restricted assets were $3,321,8'16 and $3,304,492 as of December 31 ,2012
and December 31 ,2011, respectively, an increase of $17,324. The classification of
restricted assets into current and noncurrent categories reflects the timing of anticipated
payments from the Certificate Payment Fund and the Reserve and Contingency Fund.

Other assets were $1 ,570,767 and $1 ,761,326 as of December 31 ,2012 and December
31, 2011, respectively, a decrease of $190,559. The decrease was the result of
decreases in prepaid bond insurance of $96,930 and beneficial interest certificates'
issuance costs of $93,629.

Total net position and liabilities were $144,064,651 and $'149,555,715 as of December 31,2012
and December 31 ,2011, respectively, a decrease of $5,491,064.

Net position was $9,771,963 and $10,621,115 at December 31,2012 and December 31,
2011, respectively, a decrease of $849,152. This decrease is reflective of the $849,152
loss during operations for 2012.

Net Beneficial lnterest Certificates were $102,537,191 and $106,457,187 at
December 31,2012 and December 31,2011, respectively, a decrease of $3,9'19,996.
This was primarily due to a principal payment made in 2012 on the 2004 Beneficial
lnterest Certificates of $4,860,000 partially offset by the amortization of the unamortized
discount of the 200'1 bonds.

Current liabilities were $9,822,600 and $9,598,732 at December 31, 2012 and December
31,2011, respectively, an increase of $223,868. This was due mainly to increases in

payables and accruals of $326,045 and the current portion of beneficial interest
certificates of $245,000. These increases were offset by decreases in accrued interest of

Page 4



OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31,2012,201 I and 2010

(Unaudited)

$101,250, $107,919 decrease in estimated purchased power and $234,395 decrease in
intercompany payables.

Regulatory and noncurrent liabilities were $21,932,897 and $22,878,681 at December 31,

2012 and December 31,2011, respectively, a decrease of $945,784. This was primarily
the result of a decrease in regulatory liabilities of $919,694 due to the change in deferred
revenue related to depreciation.

2011 vs.20'lO

Total assets were $149,555,715 and $153,833,782 as of December 31, 2011 and December 31,
2010, respectively, a decrease of $4,278,067. The decrease was due to increased accumulated
depreciation as well as decreases in short term investments and short term regulatory assets.
These decreases were partially offset by an increase in operating cash and A/R estimate.

Total current assets were $17,099,422 and $16,521,193 as of December 31, 2011 and
December 31, 2010, respectively, an increase oÍ $578,229. Cash and temporary
investments increased by $1,360,708 primarily due to an increase in operating cash.
Receivables from participants increased by $520,443, this is primarily due to change in
billing rates and methods. These increases were partially offset by a decrease in

regulatory asset of $1,208,445 due to the recognition of the 2010 regulatory asset
recognized in 2011.

Utility plant assets were $127,390,475 and $132,056,079 as of December 31, 2011 and
December 31, 2010, respectively, a decrease of $4,665,604. Utility plant assets
decreased as a result of depreciation. There were no significant capital expenditures or
retirements of assets for OMEGA JVS in 2011 and 2010.

Noncurrent restricted assets were $3,304,492 and $3,293,313 as of December 31,2011
and December 31 ,2010, respectively, an increase of $11,179. The classification of
restricted assets into current and noncurrent categories reflects the timing of anticipated
payments from the Certificate Payment Fund and the Reserve and Contingency Fund.

Other assets were $1 ,761,326 and $1,963,197 as of December 31, 2011 and December
31, 2010, respectively, a decrease of $201,871. The decrease was the result of
decreases in prepaid bond insurance of $103,079 and beneficial interest certificates'
issuance costs of $98,792.

Total net position and liabilities were $149,555,7'15 and $153,833,782 as of December 31,2011
and December 31 ,2010, respectively, a decrease of $4,27 8,067.

Net position was $10,621,115 and $10,802,948 at December 31 ,2011 and December 31,

2010, respectively, a decrease of $181,833. This decrease is reflective of the $181,833
loss during operations for 2011.

Page 5



OHIO MUNICIPAL ELECTRIG GENERATION AGENCY
JOINT VENTURE 5

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31,2012,2011 and 2010

(Unaudited)

Net Beneficial lnterest Certificates were $106,457 ,187 and $1 10,249'380 at
December 31,201'1 and December 31,2010, respectively, a decrease of $3,792,193.
This was primarily due to a principal payment made on the 2004 Beneficial lnterest
Certificates of $4,705,000 partially offset by the amortization of the unamortized discount
of the 2001 bonds.

Current liabilities were $9,598,732 and $8,971,183 at December 31,2011 and December
31, 2010, respectively, an increase of $627 ,549. This was due to increases in estimated
purchased power of $534,109 and beneficial interest certificates of $155,000. These
increases were offset by a decrease in total accruals of $95,503, mainly for licenses and
interest.

Regulatory and noncurrent liabilities were $22,878,681 and $23,810,271 were
December 31,2011 and December 31,2010, respectively, a decrease of $931,590. This
was primarily the result of a decrease in regulatory liabilities of $944,542 due to the
change in deferred revenue related to depreciation.

The following table summarizes the changes in revenues, expenses and net position of OMEGA
JV5 for the years ended December 3'1:

Condensed Statement of Revenues, Expenses and Changes in Net Position

2012 2011 20'10

$ 22,485,574
17,914,638

$ 24,453,017 $ 23,286,082
19,082,468 17 557 306

4,570,936 5 3 549 5 728 776

Operating revenues
Operating expenses

Operating income

Nonoperating income and expense
lnvestment income

lnterest Expense

Amortization

Total nonoperating income/(expense)

Change in net position

26,376

(5,447,261)

797

30,060

(5,615,958)

33 5'16

(5,552,382)

$_____u91É19
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

MANAGEMENT'S DISCUSSION AND ANALYSIS
December 31, 2012, 201 I and 201 0

(Unaudited)

Operating results

Operating revenues were $22,485,574 in 2012, a decrease of $1,967,443 over 201'1. The
decrease in revenues was primarily due to decreases in hydro excess power $1,409,413 and
backup power $106,239 as these amounts were netted against purchased power expense in

2012. Green attributes also decreased by $305,187. Operating revenues were $24,453,017 in

2Oll,anincreaseof$1,166,936ascomparedto2010. Theincreaseinrevenueswasprimarilya
result of higher hydro power sales and deferred revenues partially offset by lower purchased
power sales.

Operating expenses were $17,914,638 in 2012, a decrease of $1,167,830 from 2011. This
decrease was primarily the result of a decreases in hydro excess power $1,409,413 and backup
power $106,239 as these amounts were netted against purchased power expense in 2012.
Green attributes also decreased by $305,187. These decreases were offset by increases in

transmission costs of $501 ,1 19 and diesel fuel of $96,608. Operating expenses were
$19,082,468 in 2011, an increase of $'1,525,162 from 2010. This increase was primarily the
result of a $2,007,942 increase in power purchased and transmission expenses. These
increases were offset by decreases in green attributes $457,682 and maintenance expense

$149,828

Nonoperating expense totaled $5,420,088 in 2012 and $5,552,382 in 2011, respectively, a

decrease of $ß2,294. This decrease was caused primarily by a reduction in interest expenses
in 2012. Nonoperating expense totaled $5,552,382 in 2011 and $5,658,655 in 2010,
respectively, a decrease of $106,273. This decrease was caused primarily by reduced levels of
amortization expenses in 2011 as well as decreased interest expense.

There were no distributions to participants in the past three years.

lf you have questions about this report, or need additional financial information, contact
management at 614.540.1111 or 1111 Schrock Road - Suite 100, Columbus, OH 43229.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

STATEMENTS OF NET POSITION
December 31,2012 and 2011

2012 2011

ASSETS
CURRENT ASSETS

Cash and temporary investments
Restricted assets - funds held by trustee
Receivables from participants
Receivables from related parties
Regulatory asset
Accrued interest receivable
lnventory
Prepaid expenses

Total Current Assets

NONCURRENT ASSETS
Restricted Assets

Restricted assets - funds held by trustee
Other Assets

Prepaid bond insurance, net
Beneficial interest certificates' issuance costs, net

Electric Plant and Equipment
Electric plant in service
Land
Accumulated depreciation

Total Noncurrent Assets

TOTAL ASSETS

$ 5,904,163
7,642,061

997,556
10,590

1,431,581

$ 7,660,444
7,514,762
1,122,336

450,708
5

154,135138,637
203,735 197 032

16,328,323 17 099 422

3,321,816 3,304,492

745,521
825,246

127 736 328

842,451
918,875

186,288,017
43'1,881

(5e,329,423)

$ 144,064,651

132,456,293

$ 149,555,715
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

STATEMENTS OF NET POSITION
December 31, 2012 and 201 1

2012 2011

LIABILITIES AND NET POSITION
CURRENT LIABILITIES

Accounts payable and accrued expenses
Payable to related parties
Regulatory liabilities - current

Liabilities Payable From Restricted Assets
Accrued interest
Debt service collected to be reimbursed to members
Beneficial interest certificates, current

Total Current Liabilities

NONCURRENT LIABILITIES
Regulatory liabilities
Accrued license fees
2001 beneficial interest certificates
Unamortized discount
2004 beneficial interest refunding certificates
Unamortized premium
Unamortized cost from defeasance of 1993
beneficia I interest certificates

Total Noncurrent Liabilities

Total Liabilities

NET POSITION
Net investment in capital assets
Restricted
Unrestricted

Total Net Position

TOTAL LIABILITIES AND NET POSITION

$ 1,706,909
88,478

138,637

$ 1,380,864
322,873
154,135

1,610,119
1,270,741
4,860,000

I,508,869
1,274,707
5,105,000

I 822 600 9,598,732

21,858,965
73,932

56, r 25,000
(30,197,583)
76,345,000
2,343,626

22,778,659
100,022

56,125,000
(31,573,944)
81,450,000
2,878,829

(2,078,852) (2,422,698\

124 470 0BB 129,335,868

134,292,688 r38, 934,600

16,073,288
7,938,394

(13,390,567)

I 771 963 10 621 '115

$ 144,064,651 $ 149,555,715

See accompanying notes to financial statements.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
Years Ended December 31, 2012 and 2011

OPERATING REVENUES
Electric revenue

OPERATING EXPENSES
Purchased power
Related party services
Depreciation
Maintenance
Utilities
lnsurance
Professional services
Payment in lieu of taxes
Other operating expenses

Total Operating Expenses

Operating lncome

NONOPERATING INCOME AND EXPENSE
lnvestment income
lnterest expense
Amortization of lssuance costs and insurance
Amortization of bond defeasance
Amortization of premium

Total Nonoperating Expense

Change in net position

NET POSITION, Beginning of Year

NET POSITION, END OF YEAR

2012 2011

$ 22,485,574 $ 24,453,017

8,944,919
1,179,254
4,666,731
'1,086,407

159,023
443,836
109,214
840,000

10,760,980
1,252,430
4,665,604

326,219
167,286
507,543

53,022
840,000

485 254 509 384

17,914,638 19, 082,468

4 570 936 5,370 ,549

26,376
(5,447,261)

(1e0,560)
(343,845)
535,202

30,060
(5,615,958)

(201,871)
(368,440)
603,827

(5,420,088) (5,552,382)

(84e, I 52)

10,621,115

(181 ,833)

10,802,948

$ 9,771 ,963 $ 10, 621,115

See accompanying notes to financial statements.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

STATEMENTS OF CASH FLOWS
Years Ended December 31, 2012 and 201 1

2012 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from participants
Cash paid to related parties for personnel services
Cash payments to suppliers and related parties for goods

and services

Net Cash Provided by Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Payments on beneficial interest certificates
lnterest payments on beneficial interest certificates
Proceeds from debt service to be refunded to members
Payment of debt service refunded to members

Net Cash Used in Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
lnvestments purchased
lnvestments sold and matured
lnvestment income received

Net Cash Provided by lnvesting Activities

Net Change in Cash and Gash Equivalents

CASH AND CASH EQUIVALENTS, Beginning of Year

CASH AND CASH EQUIVALENTS, END OF YEAF

$ 22,610,354 $
(1,413,649)

23,932,574
(1,071,e60)

(13,682,592) (12,366,289)

7,514,113 10,494,325

(4,860,000)
(5,548,511)
1,274,707

(1,270,741\
(10,404,545)

(4,705,000)
(5,673,300)

1 ,388,194
(1,388,774\

(10,3 78.880)

(4,746,393)
5,904,163

26,381

(9,564,937)
12,497,414

30,325

2.962.8021,184,151

(1,706,281)

7,610,444

3,078,247

4,532,197

$s, 904,163 $ 7,610,444



RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating income
Noncash items in operating income

Depreciation
Changes in assets and liabilities

Receivables from participants
Receivables from related parties
Regulatory asset
lnventory
Prepaid expenses
Regulatory liabilities
Accounts payable and accrued expenses
Payable to related parties
Accrued license fees

NET CASH PROVIDED BY OPERATING ACTIVITIES

RECONCILIATION OF CASH AND CASH EQUIVALENTS TC

THE STATEMENTS OF NET POSITION
Cash and temporary investments
Funds held by trustee

Total Cash Accounts
Less Non-cash equivalents

TOTAL CASH AND CASH EQUIVALENTS

See accompanying notes to financial statements.

2012 2011

$ 4,570,936 $ 5,370,549

4,666,731 $ 4,665,604

$

$ 7,514,113 $ 10.494.325

$ 5,904,163 $ 7,660,444
10,963,877 10,819,254

16,868,040 18,479,698
(10,963,877) (10,869,254)

124,780 $
(10,5e0) $

(e80,873)
15,498 $
(6,703) $

(e35,1e2) $
330,011 $

(234,3e5) $
(26,0e0) $

(520,443)
79,000

1,208,445
(27,021)
1 19,890

(914,664)
319,545
180,470
12,950

$5, 904, I 63 $ 7,610,444



OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 1 - Survrunnv or SrcrulncANT AccouNTtNG PoLtctEs

Ohio Municipal Electric Generation Agency Joint Venture 5 ("OMEGA JV5") was organized by 42 subdivisions
of the State of Ohio (the "Participants") on April 20, 1993, pursuant to a Joint Venture Agreement (the
"Agreement") under the Ohio Constitution and Section 715.02 of the Ohio Revised Code. lts purpose was to
undertake the Belleville Hydroelectric Project (the "Project"). The Participants are members of American
Municipal Power, lnc. ("AMP"). OMEGA JVS constructed and owns and operates the Project. The Project
operations consist of:

. The Belleville hydroelectric generating plant and associated transmission facilities ("Belleville
Hyd roelectric Faci I ities") ;

¡ Backup generation facilities, including contracts for the output thereof; and
. Power purchased on behalf of OMEGA JVS participants.

The Belleville Hydroelectric Facilities consists of a run-of{he-river hydroelectric plant designed for a capacity of
42 megawatts and approximately 26.5 miles of 138-kilovolt transmission facilities. The plant is located in West
Virginia, on the Ohio River, at the Belleville Locks and Dam.

The Project was constructed with proceeds from the issuance of beneficial interest cedificates (the
"Certificates"). The Certificates evidence the obligation of the Participants to pay for the cost of the Project from
revenues of their electric systems. The Agreement continues until 60 days subsequent to the termination or
disposition of the Project and thereafter until the date the principal of, premium, if any, and interest on all bonds
have been paid or deemed paid in accordance with any applicable trust indenture; provided, however, that each
Participant shall remain obligated to pay to OMEGA JV5 its respective share of the costs of terminating,
discontinuing, retiring, disposing of, and decommissioning the Project.

The following summarizes the significant accounting policies followed by OMEGA JVS.

Measunene¡'tr Focus, B¡sls or AccouurtNc AND Fweuctet Srnremeur PneseNrenoM

The financial statements are reported using the economic resources measurement focus and the accrual basis
of accounting. Under the accrual basis of accounting, revenues are recognized when earned and expenses are
recorded when the liability is incurred or economic asset used. Revenues, expenses, gains, losses, assets and
liabilities resulting from exchange and exchange-like transactions are recognized when the exchange takes
place.

Page 13



OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE I - Suuunnv or Srcu¡tcnrur Accoururlruo Pouctes (cont.)

MeesuaemevT Focus, B¡sls or AccouurtNc AND FtNANctAL Snreme¡,n Paese¡'trettoru (cont.)

Preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

AssErs, Ltearctnes e¡,to Ner Pos,rroN

Deposiús and Investments

For purposes of the statements of cash flows, cash and cash equivalents have original maturities of three
months or less from the date of acquisition, except that restricted cash accounts, if any, are treated as
investments in the statement of cash flows.

OMEGA JV5 has elected to comply with Ohio Revised Code (ORC) section 135.14. Under ORC 135.14,

investments are limited to

1. Deposits at eligible institutions pursuant to ORC section 135.08, 135.09 and 135.18.
2. Bonds or other obligations of the state.
3. Bonds or securities issued or guaranteed by the federal government or its agencies.
4. Bankers acceptances, with certain conditions.
5. The local government investment pool.
6. Commercial paper, with certain conditions.
7. All investments must have an original maturity of 5 years or less.
8. Repurchase agreements with public depositories, with certain conditions.

OMEGA JV5 has adopted an investment policy. That policy follows the state statute for allowable investments
and specifies the maximum concentration of investments in each eligible security.

lnvestments are stated at fair value, which is the amount at which an investment could be exchanged in a
current transaction between willing parties. Fair values are based on quoted market prices. No investments are
reported at amortized cost. Adjustments necessary to record investments at fair value are recorded in the
operating statement as increases or decreases in investment income. Market values may have changed
significantly after year end.

Receivables/Payables

Accounts receivable are amounts due from participants at the end of the year. Due to the participant
relationship and the high degree of collectibility, no allowance for uncollectible accounts is necessary. Accounts
payable are amounts due to vendors for services incurred.

Regulatory Assef

During 2012, the Board of Participants approved an additional increase in rates due to the higher than expected
purchased power costs experienced during the year. This amount will be invoiced to the participants throughout
2013. As of December 31,2012, $1 ,431 ,581 remains to be billed. 

page 14



OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 201 1

NOTE 1 - SUMMARv or Src¡rrncn¡¡r AccouNTtNG PoLtctes (cont.)

AssErs, Ltesunes e¡,to Ner Posrrron (cont.)

lnventory

lnventory consists of fuel and is stated at the lower of first-in, first-out ('FIFO') cost or market.

Restricted Assefs

Mandatory segregations of assets are presented as restricted assets. Such segregations are required by bond
agreements and other external parties. Current liabilities payable from these restricted assets are so classified

Prepaid Expenses

Prepaid expenses represent costs of insurance paid during the current calendar year for coverage in
subsequent years.

OMEGA JVí Plant

OMEGA JV5 plant is recorded at cost and consists of the hydroelectric plant, equipment, transmission facilities,
and backup generating units. Depreciation is provided on the straight-line method over the estimated useful life
of the assets ranging from 3 to 40 years. Major renewals, betterments and replacements are capitalized, while
maintenance and repair costs are charged to operations as incurred, When OMEGA JVS plant assets are
retired, accumulated depreciation is charged with the cost of the assets plus removal costs, less any salvage
value.

OMEGA JV5 plant assets are assessed for impairment whenever events or changes in circumstances indicate
that the service of the capital asset may have significantly and unexpectedly declined. lf it is determined that
impairment has occurred, an impairment loss is recognized for the amount by which the carrying amount of the
asset exceeds its estimated fair value.

Asseú Reti re ment O b I ig ati o n s

OMEGA JVS records, at fair value, legal obligations associated with the retirement or removal of long-lived
assets at the time the obligations are incurred and can be reasonably estimated. When a liability is initially
recorded, the cost of the related long-lived asset is increased. Over time, the liability is accreted to its present
value each period, and the capitalized cost is depreciated over the useful life of the related asset. Upon
settlement of the liability, the difference between the accrued liability and the amount to settle the liability is

recorded as a settlement gain or loss. Depreciation expense and accretion expense incurred, but not yet
recovered through rates, are offset by regulatory assets to be recovered through future billings to Participants
OMEGA JV5 has determined that there is no asset retirement obligation associated with the transmission line

or back-up diesel units. Based on these assumptions, OMEGA JVS has not recorded an asset retirement
obligation.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 201 1

NOTE I - Sumurnv or Srcr.rrncANT AccouNTINc Poltcles (cont.)

Assers, Ltngunes e¡,to Ner Posrrrorv (cont.)

Regulatory Liabilities

OMEGA JV5 records regulatory liabilities (deferred revenues for rates collected from Participants for expenses
not yet incurred). Regulatory liabilities consist of deferred revenue related to amounts prepaid by the
Participants for debt service payments and contributions to the Reserve and Contingency Fund and interest
earned thereon. As depreciation expense from capital expenditures, amortization expense from items related to
the Certificates and interest expense are incurred, regulatory liabilities are amortized to match revenues with
the related expenses.

Long-Term Obligations

Long-term debt and other obligations are reported as OMEGA JV5 liabilities. Bond premiums and discounts, as
well as issuance costs, are deferred and amortized over the life of the bonds using the effective interest
method. Gains or losses on prior refundings are amortized over the remaining life of the old debt or the life of
the new debt, whichever is shorter.

Net Position

All property constituting OMEGA JV5 is owned by the Participants as tenants in common in undivided shares,
each share being equal to that Parlicipant's percentage ownership interest as follows:

Municioality

Project Percent Project
kW Ownership and

Entitlement Entitlement

Cuyahoga Falls
Bowling Green
Niles
Napoleon
Jackson
Hudson
Wadsworth
Oberlin
New Bremen
Bryan
Hubbard
Montpelier
Minster
Columbiana
Wellington
Versailles
Monroeville
Oak Harbor
Lodi
Pemberville
Edgerton

7,000
6,608
4,463
3,088
3,000
2,388
2,360
1,270
1,000

919
871
850
837
696
679
460
427
396
395
386
385

16.67o/o
15.73
10.63
7.35
7.14
5.69
5.62
3.02
2.38
2.19
2.07
2.02
1.99
1.66
1.62
1.10
1.02
0.94
0.94
0.92
0.92
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE I - SUMMARv or SrcHrncnrur AccouNTING Poltctes (cont.)

AssErs, Lna,unes e¡'to Ner Posrrrorv (cont.)

Net Position (cont )

Municipalitv

Project
KW

Entitlement

Percent Project
Ownership and

Entitlement

Arcanum
Seville
Brewster
Pioneer
Genoa
Jackson Center
Grafton
Elmore
Woodville
Milan
Bradner
Beach City
Prospect
Haskins
Lucas
Arcadia
South Vienna
Waynesfield
Eldorado
Republic
Custar

352
344
333
321
2BB
281
269
244
209
163
145
128
115

56
54
46
45
35
35
35
24

0.84%
0.82
0.79
0.76
0.69
0.67
0.64
0.58
0.50
0.39
0.35
0.30
0.27
0.13
0.13
0.1 I
0.1 '1

0.08
0.08
0.08
0.06

Totals 42,000 100.00%

REuENUE ANo Experuses

OMEGA JV5 distinguishes operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
the OMEGA JVS's principal ongoing operations. The principal operating revenues of OMEGA JVS are charges
to participants for sales of electric power. Operating expenses include the cost of generation and transmission,
administrative expenses, and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

Operating revenues are recognized when earned as service is delivered. OMEGA JVS's rates for electric power

are designed to cover annual operating costs except depreciation. Debt service is billed separately to the
Participants. Rates are set annually by the Board of Participants. Periodically OMEGA JV5 will distribute
earnings to its participants based on available operating and rate stabllization cash. These distributions are
approved by the Board of Participants. No distributions were made in2012 or 2011.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 2 - C¡sH ¡¡¡o TeupOnnRY INVESTMENTS

For purposes of the statements of cash flows, cash and cash equivalents consist of unrestricted cash and
highly liquid short-term investments with original maturities of three months or less. Restricted cash accounts, if
any, are treated as investments in the statements of cash flows, since they are not available for use.

Carrying Value as of

December 31,

2012 2011 Risks

$ 5,904,'163 $Checking/Money Market Funds

Certificates of Deposit

Government Money Market Mutual

Fund
Commercial Paper

1,714

10,962,163

7,610,444

50,000

737

10,818,517

Custodial credit

Custodial credit

Credit, interest

rate

Credit, interest rate, custodial

credit, concentration of credit

Total Cash, Cash Equivalents,

and lnvestments $ 16,868,040 $ 18,479,698

Deposits in each local and area bank are insured by the FDIC in the amount of $250,000 for interest bearing
accounts and unlimited for noninterest bearing accounts as of December 31 ,2012 and 2011.
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OHIO MUNICIPAL ELEGTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 2 - Cnsn n¡¡o TervrponARY tNVESTMerurs (cont.)

Custodial Credit Risk

Deposits

Custodial risk is the risk that in the event of a bank failure, OMEGA JVS's deposits may not be returned to it.

OMEGA JVS has custodial credit risk on its cash and temporary investments balance to the extent the balance
exceeds the federally insured limit. OMEGA JV5's investment policy requires that amounts in excess of FDIC
limits be collateralized by government securities. As of December 31,2012 and 2011 there were no deposits
exposed to custodial credit risk.

lnvestments

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, OMEGA
JV5 will not be able to recover the value of its investments or collateral securities that are in the possession of
an outside party. OMEGA JV5's investment policy does not address this risk.

As of December 31 ,2012 and 2011, OMEGA JV5's investments were exposed to custodial credit risk as
follows:

2012 2011
Bank

Balance
Carrying
Value

Bank
Balance

Carrying
Value

Neither insured nor registered
and held by a counterparty $ 10,962,163 $ 10,962,163 $ 10,818,517 $ 10, 818,517

Credit Risk

Credit risk is the risk an issuer or other counterparty to an investment will not fulfill its obligations.
OMEGA JV5 invests in instruments approved under the entity's investment policy. The Board of Participants
has authorized OMEGA JV5 to invest in funds in accordance with the Ohio Revised Code. Allowable
investments include United States Treasury and federal and state government agency obligations, money
market funds, and commercial paper with the highest classification by at least two nationally recognized
standard rating services at the time of purchase,

As of December 31 ,2012, OMEGA JV5's investments were rated as follows:

Standard &
Poors

Moody's
lnvestors
Serviceslnvestment

Government Money Market
Mutual Fund

Commercial Paper

AAAm Aaa

A-1 P-1
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 201 1

NOTE 2 - CrsH m.ro TempomRv lt'rvestuerurs (cont.)

Credit Rrsk (cont.)

As of December 31 ,2011, OMEGA JVS's investments were rated as follows

Standard &
lnvestment Type Poors

Moody's
lnvestors
Services

Government Money Market
Mutual Fund

Commercial Paper

AAAm

A-1

Aaa

P-1

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government's investment in a
single issuer. OMEGA JV5's investment policy requires diversifìcation of investments to limit losses from over-
concentration of assets in a specific maturity, a specific issuer or a specific type of security, except for US
Treasury and fixed rate non-callable FederalAgency securities.

At Decembe r 31, 2012 and 2011 , OMEGA JV5's investment portfolio was concentrated as follows:
Percentage of Portfolio

lssuer lnvestment Type 2012 2011

General Electric
US Bank
Abbey Bank
lntesa Funding
Credit Agricole
Natixis Financial
Societe Generale

Commercial Paper
Commercial Paper
Commercial Paper
Commercial Paper
Commercial Paper
Commerclal Paper
Commercial Paper

24.05%

'10.08%

43.87%
22.00%

51.30%
24.34%
16.22%
8.14%

Fair Value

lnterest Rate Risk

lnterest rate risk is the risk changes in interest rates will adversely affect the fair value of an investment.
OMEGA JVS's investment policy limits the maturity of commercial paper and bankers acceptances to 180 days.

As of December 31 ,2012, OMEGA JVS investments were as follows:

Maturity Date

Weighted
Average

Maturity (days)lnvestment

Abbey Bank
Credit Agricole
Natixis Financial
Societe Generale
Government Money Market Mutual Fund

2t15t2013
2t15t2013
2t15t2013
2t15t2013

nla

$ 2,637,235
1,104,794
4,808,710
2,411,424

I 714

$ '10,963,877

45
33
42
37
55
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 201 1

NOTE 2 - Gnss n¡ro Ten¡poReRv lr.rvesruenrs (cont.)

lnterest Raúe Risk (cont.)

As of December 31 , 2011, OMEGA JVS's investments were as follows:

lnvestment

Weighted
Average

Maturity Date Maturity (days) Fair Value

Abbey National Bank Commercial Paper
US Bank Commercial Paper
US Bank Commercial Paper
US Bank Commercial Paper
Government Money Market Mutual Fund
lntesa Funding, LLC Commercial Paper
General Electric Corp Commercial Paper

2t15t2012
2t15t2012
1t9t2012

1t17t2012
nla

2115t2012
2t15t2012

46
46
o

17
49
46
46

$ 1,755,175
1,754,175

211,379
667,812

737
879,586

5,550,390

$ 10,819,254

NOTE 3 - ResrRrcreo Assers

Restricted assets include those assets comprising the Debt Service Reserve, Certificate Payment Fund, and
Reserve and Contingency Funds, which are established and maintained pursuant to the fund agreement for the
Certificates. Substantially all assets in the Certificate Payment Fund are available only to meet principal and
interest payments on the Certificates. As part of the refunding of the 1993 Certificates in February 2004, the
Debt Service Reserve Fund was liquidated. Assets in the Reserve and Contingency Fund are to be used for the
following purposes: (i) subject to certain conditions, to remedy deficiencies in bond debt service payments; (ii)
to pay for operating expenses to the extent that other operating funds are not sufficient; (iii) to pay for major
repairs and maintenance; and (iv) to provide for the decommissioning of the Project.

The Certificates'trust agreement limits permissible restricted investments to those authorized for municipalities
by Chapter 135 of the Ohio Revised Code and also permits investments approved in writing by the AMBAC
Assurance Corporation ('AMBAC') and MBIA lnsurance Corporation ('MBIA'). The trust agreement does not
restrict the duration of investments to the limitations imposed by Chapter 135. At December 31, 2012 and 2011,
all Investments were purchased in the name of the restricted funds' trustee and are held by the trustee. The
investments held by the trustee are uninsured and unregistered.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31,2012 and 2011

NOTE 3 - Resrnrcreo Assers (cont.)

Restricted Net Position

The following calculation supports the amount of restricted Net Position:

2012
Restricted Assets

Certificate payment fund
Reserve and contingency fund

$ 7,642,061 $
3,32 I ,816

10,963,877 10,819,254
Less:

Current Liabilities Payable From Restricted
Assets (2,783,576) (2,880,860)

Total Restricted Net Position $ 8,180,301 $ 7,938,394

2011

7,514,762
3,304,492

NOTE4-UTILITYPLANT

Utility plant activity for the years ended December 31 is as follows:

Beginning
Balance

2012

Additions Disposals
Ending
Balance

Electric Plant and Equipment
Land

Total Utility Plant in Service

Less: Accumulated depreciation

Utility Plant, Net

Electric Plant and Equipment
Land

Total Utility Plant in Service

Less: Accumulated depreciation

$186,288,017
431,881

$230J32 $(165,746) $186,352,403
43'1,881

186,719,898

(59,329,423)

230J32

(4,666,731)

(165,746)

55,615

186,784,284

(63,e40,539)

$127 ,390,475 $(4,436,599) $(1 10,131) $t22,843,745

2011

Beginning
Balance Additions Disposals

Ending
Balance

$186,31 I ,592
431,881

$ $ (23,575) $186,288,017
431,881

186,743,473

(54,687,394) (4,665,604)

(23,575)

23,575

186,719,898

(59,329,423)

8127,390,475Utility Plant, Net $132,056,079 $(4,665,604) $
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31,2012 and 2011

NOTE 5 - PRepruo Bor.¡o lNsuRcÌ{ce

ln connection with the issuance of the 2001 Certificates, OMEGA JV5 paid $407,000 on behalf of the
Participants for municipal bond insurance. ln consideration for the payment of the premium and subject to the
terms of the policy, the insurance company agrees to pay to the State Street Bank and Trust Company of New
York, as trustee, or its successor, for benefit of the bondholders, that portion of the principal and interest on the
2001 Certificates that becomes due for payment but remains unpaid by reason of nonpayment by the
Participants. This cost is being amortized over the maturities of the 2001 Certificates.

ln connection with the issuance of the 2004 Certificates, OMEGA JV5 paid $1,264,718 on behalf of the
Participants for municipal bond insurance. ln consideration for the payment of the premium and subject to the
terms of the policy, the insurance company agrees to pay to the United States Trust Company of New York, as
trustee, or its successor, for benefit of the bondholders, that portion of the principal and lnterest on the 2004
Certificates that becomes due for payment but remains unpaid by reason of nonpayment by the Participants.
This cost is being amortized over the maturities of the 2004 Certificates.

ln connection with the issuance of the 2004 Certificates, OMEGA JV5 paid $325,834 to Ambac Assurance
Corporation for the purchase of a financial guaranty insurance policy. ln consideration for the payment of the
premium and subject to the terms of the policy, Ambac Assurance Corporation agrees to pay to The Bank of
New York, as trustee, or its successor, that portion of the principal and interest on the 2004 Certificates, which
becomes due for payment, but shall be unpaid, due to nonpayment by OMEGA JV5. This cost is being
amortized over the maturities of the 2004 Certificates.

NOTE 6 - Beruencnl lrureResr Cenrrncrres lssuANcE Cosrs

ln connection with the issuance of the 2001 Certificates and the 2004 Certificates, OMEGA JVs paid $692,981
and $1,333,796, respectively, on behalf of the Participants for underwriter's discount and other costs of
issuance. These costs are being amortized over the maturities of the Certificates.

NOTE 7 - Beruencrnl lrurenesr Cenrrncnres

ln February, 2004 OMEGA JVs issued 2004 Beneficial lnterest Refunding Certificates ("2004 Certificates")
totaling $1 16,910,000 for the purpose of refunding the principal of the outstanding 1993 Beneficial lnterest
Certificates ("1993 Certificates") due in the years 2005 through 2024. -lhe 2004 Certificates were sold at a
premium of $7,674,145.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 201 1

NOTE 7 - BerueHcrnr l¡rrenesr Cenfl¡rcnres (cont.)

OMEGA JVS paid a redemption premium of $1 ,313,550 to redeem the 1993 Certificates. The difference
between the reacquisition price of $132,668,550 and the net carrying amount of the 1993 Certificates, including
unamortized discount and issuance costs, of $126, 112,000, is deferred and amortized as a component of
interest expense over the life of the 2004 Certificates. This difference is presented in the statements of Net
Position as a reduction of the 2004 Certificates.

OMEGA JV5 refunded the 1993 Certificates to reduce the total debt service payments through 2024 by
approximately $24,000,000 and to obtain an economic gain (difference between the present value of the debt
service payments on the '1993 Certificates and the 2004 Certificates) of $18,593,150.

The 2004 Certificates outstanding at December 31,2012, are as follows:

Maturity Date
Februarv 15.

2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Less: Current portion
Unamortized premium
Unamortized cost from defeasance
of beneficial interest certifi cates

Principal
Amount

lnterest
Rate

$ 5,105,000
5,355,000
5,630,000
6,050,000
6,215,000
6,520,000
6,845,000
7,190,000
7,550,000
7,925,000
8,325,000
8,740,000

81,450,000

(5,105,000)
2,343,626

(2,078,852)

$ 76,609,774

5.00%
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
s.00
4.75

Total

lnterest on the 2004 Certificates is payable semiannually on February 15 and August 15 of each year,
commencing August 15,2004, to and including the date of maturity or prior redemption.

The 2004 Certificates are not subject to optional redemption before February 15,2014. The 2004 Certificates
maturing after February 15,2014 are subject to redemption in whole or in part on any date on or after February
15,2014 at par plus accrued interest.

Page24



OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 201 1

NOTE 7 - BeH¡ncrAl INTEREST Cenrlncnres (cont.)

ln accordance with the trust agreement, amended on January 1 ,2004, OMEGA JV5 is required to charge the
Participants additional debt service ("Refunding Debt Service") in the amount of 15o/o of principal and interest.
On February 16 of each year from 2005 through2024, amounts charged to the Participants for Refunding Debt

Service for the previous twelve months shall be refunded to the Participants OMEGA JVS established a liability
payable from restricted assets of $1,274,707 and $1 ,270,741 for amounts to be refunded to Participants at
December 31,2012 and 2011, respectively.

The 2001 Beneficial lnterest Certificates (the "2001 Certificates")outstanding at December 31,2012 are as
follows:

Maturity Date
Februarv 15,

Maturity
Amount

Yield to
Maturity

2025
2026
2027
2028
2029
2030

Sub-Total

Less: Unamortized discount

Total

$ 10,915,000
10,915,000
10,915,000
10,915,000
10,465,000
2,000,000

5.51%
5.52
5.53
5.54
5.55
5.56

The interest component of the 2001 Certificates will accrete from the date of issuance, compounded
semiannually on February 15 and August 15 of each year, commencing February 2002, with the original
discount amount of $42,225,017, and will be payable at maturity as a component of the maturity. The 200'l
Certificates are not subject to redemption prior to maturity.

Except for the limited step-up provisions in the event of default by a Participant as described in Section 18 of
the Joint Venture Agreement, the 2OO4 Certificates and the 2001 Certificates are payable solely from bond debt
service payments to be made by the OMEGA JV5 Participants pursuant to an agreement dated as of January
1, '1993. The bond debt service payments are obligations of the OMEGA JVS Participants, payable from the
revenues of their municipal electric systems, subject only to the prior payment of the operation and

maintenance expenses thereof. For accounting purposes, the obligation for repayment of the Certificates is

reflected in the financial statements of OMEGA JVs.

The terms of the trust agreement related to the Certificates contain various covenants, the most restrictive of
which require the timely payment of debt service and for the Participants of OMEGA JV5 to comply with the
provisions of the Joint Venture Agreement.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 7 - BeHe¡rcnl lrurenesr CERTIFIcATES (cont.)

Under the Joint Venture Agreement, the Participants must manage electric system revenues and expenditures
so that, in each year, those revenues received in that year cover the greater of (i) operating and maintenance
('O&M") expenses plus l1O% of its OMEGA JVs bond debt service payments and any other senior electric
revenue debt, or (ii) O&M expenses plus 100% of its OMEGA JV5 bond debt service payments and all other
electric system debt whether revenue or general obligation ("debt service coverage ratio").

Based upon unaudited financial information for the years ended December 31,2012 and 2011, one Participant
either was not in compliance or was not able to certify compliance with the debt service coverage ratio
requirement of the Joint Venture Agreement.

Annual debt service requirements for the next five years and cumulative requirements thereafter for the 2004
Certificates and the 2001 Certificates at December 31,2012 are as follows:

Principal lnterest
Refunding

Debt Service Totals

2013
2014
2015
2016
2017
2018 -2022
2023 -2027
2028 -2030

Long-term debt, including
current maturities:
2001 Certificates
2004 Certificates

$ 25,927,417 $
81,450,000

$ 24,5s1,056 $
86,310,000

$ 5,105,000 $
5,355,000
5,630,000
6,050,000
6,2r 5,000

36,030,000
25,673,880

5,291,103

3,923,025 $
3,661,525
3,386,900
3,094,900
2,788,275
8,836,500

24,966,970
18,088,897

1,373,048
1,372,560
1,373,648
1,39'1,854
1,368,497
6,819,708
7,697,409
3,553,760

$ 10,401,073
10,389,085
10,390,548
10,536,754
10,371,772
51,686,208
58,338,259
26,933,760

Totals $ 95,349,983 $ 68,746,992 g 24, 950,485 $ 189,047,459

The fair value of the Certificates was estimated by using quoted market prices and is as follows:

December 31 2012 December 3'1 2011
Carrying

Value
Estimated
Fair Value

Carrying
Value

Estimated
Fair Value

32,080,355
84,330,961

30,148,516
90,472j68
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 7 - Be¡.¡encrnl l¡¡reResr CeRrrnceres (cont.)

Long-term liability activity for the years ended December 31 is as follows:

2012
Beginning
Balance

2001 certificates $ 56,125,000 $
Less: Unamortized discount (31,573,944)

24 551 056

Additions Reductions
Ending
Balance

86,3'10,000
(4,860,000)

2,878,829

(4,860,000)
4,860,000
(535,204)

$-
1,376,361
1,376,361

$ 56,'125,000
(30,1e7,583)
25,927,417

81,450,000
(5,105,000)

2,343,625

2004 certificates
Less. Current maturities

Unamortized premium
Unamortized loss from

refunding beneficial
interest certificates

Regulatory liabilities
Accrued license fees

Totals

2004 certificates
Less: Current maturities

Unamortized premium
Unamortized loss from

refunding beneficial
interest certificates

Regulatory liabilities
Accrued license fees

91,015,000
(4,705,000)

3,482,656
(4,860,000)

(2,7s1,138)
87 001 518 (4,860,000)

(5,105,000)

(2,422,698) 343 846 (2,078,852)
81 906 131 (5,105,000) (191 ,358) 76,609,773

22,778,659 (919,694)
(26,090)

21,858,965
100 022 73 932

$ 129,335,868 $ (5,105,000) $ 239,219 $ 124,470,087

2011
Beginning
Balance

2001 certificates $ 56,125,000 $
Less: Unamortized discount (32,877,138)

23,247,862

Additions Reductions
Ending
Balance

$-
I ,303,194
1 ,303,194

(4,705,000)
4,705,000
(603,827)

$ 56,125,000
(31,573,944)
24, 551,056

86,310,000
(4,860,000)

2,878,829

(2,422,698)
8l ,906,131

368,440
(235,387)

23,723,199 (944,540) 22,778,659
87 072 12 950 100 022

Totals $ (4,860,000) $ (136,217) $ 129,335,868
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE 7 - Berencrnl lnreRest Cenrlnclres (cont.)

Regulatory liabilities at December 31 are as follows

Debt service billed to Participants for Certificates
in excess of related expenses

Debt service billed to Participants for funding the
Reserve and Contingency Fund and accumulated
interest

lnventories billed to Participants
Total Regulatory Liabilities

Current portion

Noncurrent Portion

2012 2011

$ 20,331,729 $ 21,159,590

1,636,393
29,480

1 ,619,069
154 135

21,997,601
(138,637)

22,932,792
154

$ 21,858,965 $ 22,778,659

NOTES-NerPosrilo¡¡

GASB No. 63 requires the classification of net position into three components -net investment in capital assets;
restricted; and unrestricted. These classifications are defined as follows:

Net investment in capital assets - This component of net position consists of capital assets, including restrlcted
capital assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or improvement of
those assets. lf there are significant unspent related debt proceeds at year-end, the portion of the debt
attributable to the unspent proceeds are not included in the calculation of net investment in capital assets.
Rather, that portion of the debt is included in the same net position component as the unspent proceeds.

Restricted - This component of net position consists of constraints placed on net asset use through external
constraints imposed by creditors (such as through debt covenants), grantors, contributors, or laws or
regulations of other governments or constraints imposed by law through constitutional provisions or enabling
legislation.

Unrestricted - The component consists of the portion of net position that does not meet the definition of
"restricted" or "net investment in capital assets." When both restricted and unrestricted resources are available
for use, it is OMEGA JV5's policy to use restricted resources first, then unrestricted resources as they are
needed.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 2011

NOTE I - Ner Posrno¡¡ (cont.)

The following calculation supports the net investment in capital assets:

Plant assets
Land
Accu mulated depreciation

Sub-Totals

Related debt:
2001 beneficial interest certificates
Unamortized discount - 2001 Beneficial interest certificates
2004 beneficial interest certificates
Unamortized premium - 2004 Beneficial interest certificates
Unamortized defeasance costs - 1993 Beneficial interest
certificates

Current portion - Benefìcial interest certificates
Sub-Totals

Total Net lnvestment ln CapitalAssets

107,642¡91 111 317 187

$ I 5,201 ,554 $ 16,073,288

2012 2011

$ 186,352,403
431,881

(63,940,539)
122,843,745

$ 186,288,017
431,881

(59,329,423)
127,390,475

56,125,000
(30,197,583)
76,345,000
2,343,626

(2,078,852)
5,105,000

56,125,000
(31,573,944)
81,450,000
2,878,829

(2,422,698)
4 860 000

NOTE 9 - Con¡urruENTS AND Corurrruce¡.¡ctes

E u w n o ¡,t ¡ø e ¡'t r n t M er r e ns

OMEGA JV5 is subject to regulation by federal, state and local authorities related to Environmental and other
matters. Changes in regulations could adversely affect operations and operating costs of OMEGA JVs.

On February 17 ,2010, the US EPA promulgated the RICE NESHAP Rule establishing emission limits and work
practice standards for compression ignited diesel engines at area sources. The OMEGA JVS engines are
affected by this rule and compliance must be demonstrated by May 2013. OMEGA JVs is evaluating its
compliance options and assessing the impact on the project. Totalcosts are estimated at $100,000 to
$300,000.

Many metropolitan and industrialized counties in Ohio have become non-attainment areas under the new ozone
and fine particulate matter ambient air quality standards. This may require substantial local reductions of
nitrogen oxides, volatile organic compounds, sulfur dioxide, and particulate matter. ln addition to emissions
reductions required to achieve compliance in down-wind, neighboring states. Medina (Wadsworth) County is a
non-attainment area for fine particulate matter; therefore, the Ohio Environmental Protection Agency may
restrict the hours of operations or require additional pollution control equipment for the OMEGA JV5 backup
generation facilities in this area.
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OHIO MUNICIPAL ELECTRIC GENERATION AGENCY
JOINT VENTURE 5

NOTES TO FINANCIAL STATEMENTS
December 31, 2012 and 201 1

NOTE 9 - CoumrrmENTs AND Corurrruce¡¡cres (cont.)

Ornen Co¡ttmnmr¡,trs

OMEGA JV5 has agreed to make certain payments in lieu of taxes to Wood County, West Virginia. The
payments in lieu of taxes will be approximately $840,000 annually until the later of September 1, 2028 or until
such time as the Project ceases commercial operations.

NOTE 10 - Rrsx M¡¡¡nceuerur

OMEGA JVS is covered under the insurance policies of AMP and is billed for its proportionate share of the
insurance expense. AMP maintains insurance policies related to commercial property, motor vehicle liability,
workers'compensation, excess liability, general liability, pollution liability, directors'and officers' insurance,
fiduciary liability, crime and fidelity coverage. There were no significant reductions in coverage compared to the
pflor year.

NOTE 11 - Relareo PnRrY TRANSACTIoNS

OMEGA JV5 has entered into the following agreements

Pursuant to the Agreement, AMP was designated as an agent and provides various management and
operational services. The cost of these services for the years ended December 31,2012 and 201 1 was
$171 ,600 and $235,488, respectively. OMEGA JV5's payables to AMP as of December 31 ,2012 and
201 1 were $12,945 and 9234,451, respectively.

As OMEGA JVS's agent, AMP purchases power and fuel on behalf of OMEGA JV5. Power and fuel
purchases for the years ended December 31 , 2012 and 201'1 amounted to $8,944,919 and
$10,760,980, respectively. OMEGA JV5's receivable from AMP as of December 31,2012 was $10,590
and zero receivable at December 31,2011.

a As OMEGA JVS's agent, AMP entered into an agreement with Municipal Energy Services Agency
('MESA'), a related joint venture, for MESA to provide certain engineering, finance, administration and
other services. The expense related to these services was $1,007,654 and $1 ,016,942 for the years
ended December 31, 2012 and 2011 , respectively. OMEGA JVS had payables to MESA of $75,533 and

$88,422 at December 31,2012 and 2011, respectively.

OMEGA JVS sold capacity from back-up generating units to AMP's Northwest Area Service Group,
Northeast Area Service Group and Jackson, Ohio. This revenue was approximately $633,600 and

9752,11 1 for the years ended December 31,2012 and 2011.

Participants with backup generating units sited in their communities provide utilities to the Units.
OMEGA JVS incurred expenses of $159,023 and $167,286 for these services for the years ended
December 31,2012 and 2011, respectively.

a

a

a

a
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CIANT SCHAEFER HRCTETT

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED

IN ACCORDANCE WITH GOYERNMENT AUDITING STANDARDS

INDEPENDENT AUDITORS' REPORT

To the Board of Participants
Ohio Municipal Electric Generation Agency Joint Venture 5:

We have audited, in accordance with the auditing standards generally accepted in the United States of

America and the standards applicable to financial audits contained in Government Auditing Sfandards

issued by the Comptroller General of the United States, the financial statements of Ohio Municipal

Electric Generation Agency Joint Venture 5 ("OMEGA JV5'), which comprise the statement of net

position as of December 31 ,2012 and the related statements of revenues, expenses, and changes in

net position and cash flows for the year then ended, and the related notes to the financial statements,

and have issued our report thereon dated April 17,2013.

lnternal Control Over Financial Reporting

ln planning and performing our audit of the financial statements, we considered OMEGA JV5's internal

control over financial reporting (internal control) to determine the audit procedures that are appropriate

in the circumstances for the purpose of expressing our opinion on the financial statements, but not for

the purpose of expressing an opinion on the effectiveness of OMEGA JVS's internal control.

Accordingly, we do not express an opinion on the effectiveness of OMEGA JV5's internal control.

A deficiency in internal controlexists when the design or operation of a control does not allow

management or employees, in the normal course of performing their assigned functions, to prevent, or

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a

combination of deficiencies, in internal control, such that there is a reasonable possibility that a material

misstatement of the entity's financial statements will not be prevented, or detected and corrected on a

timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control

that is less severe than a materialweakness, yet important enough to merit attention by those charged

with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this

section and was not designed to identify all defìciencies in internal control that might be material

weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any

deficiencies in internal control that we consider to be material weaknesses. However, material

weaknesses may exist that have not been identified.

STRENGTH IN NUMBERS
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CIANT SCNRCTER HACKETT
STRENGTH IN NUMBERS

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the OMEGA JV5's financial statements are

free from 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

materialeffect on the determination of flnancial 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 Sfandards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and

compliance and the results of thattesting, and notto provide an opinion on the effectiveness of the
entity's internal control or on compliance. This report is an integral part of an audit performed in

accordance with Goyern ment Auditing Standards in considering the entity's internal control and

compliance. Accordingly, this communication is not suitable for any other purpose.

Clao( ,îol,af"a #aolutt & Co,

Cincinnati, Ohio
April 17,2013
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Dave Yost . Auditor of State

¿,*.""tJiJM

OHIO MUNICIPAL ELECTRIC GENERATION AGENCY JOINT VENTURES 1,2 ,4,5 ,6 AND
MUNICIPAL ENERGY SERVICES AGENCY

FRANKLIN COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

CLERK OF THE BUREAU

CERTIFIED
JUNE 11,20',13

BB East Broad Street, Fourth Floor, Columbus, Ohio 432L5-3506
Phone: 614-466-451.4 or 800-282-0370 Fax: 6'14-466'4490

www.oh i oau ditor.gov


