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On October 21, 1994, the Commission rejected Amendment No. 1

("Amendment" ) to the Agreement for Electric Service ("Agreement" )

between Henderson Union Electric Cooperative ("Henderson Union4)

and Costain Coal, Inc. ("Costain") on the grounds that the

Amendment did not provide adequate security for Henderson Union or

its wholesale power supplier, Big Rivers Electric Corporation ("Big

Rivers" ).'he Commission directed Henderson Union to negotiate

a satisfactory security provision and resubmit the Amendment within

60 days from the date of its Order.

After several delays in negotiations between itself and

Costain, Henderson Union resubmitted the Amendment for Commission

approval, The revised Amendment requires Costain to enter into a

Utilities Bond with The Aetna Casualty and Surety Company, in the

penal sum of $ 500,000, with Henderson Union as the obligee.'he

The Commission cited uncertainties regarding Costain's
financial condition as grounds for requiring that Henderson
Union obtain a more satisfactory security provision.

The bond instrument, a copy of whi.ch was filed as Exhibit 1 to
the Amendment, was executed by Costain and Aetna on December
2, 1994.



socurity provision of tho Amendmont authorizes Henderson Union to

monitor the amount of Contain'a annual electric bill and the

termination charges provided for in Addendum 3 to the Agreement to

detormino whothor additional bonding is necessary. The provision

also authorizes Henderson Union to withhold demand credits,
provided for in Addondum 3, equal to any deficiency in the amount

of the bond until such time as the proper amount of bonding is
furnished by Costain.

After considering tho revised Amendmont and our concerns

regarding tho security provisions of the original Amendment, the

Commission finds that tho revised Amendmont provides adequate

security for Henderson Union and Big Rivers, i.a reasonable under

the particular facts presented herei.n, and should be approved.

IT Is THEREFQRE QRDERED that Amandmont No. I to the Agreement

for Electric Service between Henderson Union and Costain be and it
hereby is approved effective with tho date of this Order.

Done at Frankfort, Kentucky, this 24th day of Harch, 1995,
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