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COMMONWEALTH OF KENTUCKY RECEIVED
BEFORE THE PUBLIC SERVICE COMMISSION JUL 24 2015

PUBLIC SERVICE
In the Matter of: COMMISSION

THE APPLICATION OF EAST KENTUCKY POWER )
COOPERATIVE, INC. FOR APPROVAL OF THE )
ACQUISITION OF EXISTING COMBUSTION TURBINE )
FACILITIES FROM BLUEGRASS GENERATION )
COMPANY, LLC AT THE BLUEGRASS GENERATING )
STATION IN LAGRANGE, OLDHAM COUNTY, KENTUCKY )
AND FOR APPROVAL OF THE ASSUMPTION OF CERTAIN )
EVIDENCES OF INDEBTEDNESS )

Case No. 2015-00267

APPLICATION

Comes now East Kentucky Power Cooperative, Inc. (“EKPC”), by counsel, pursuant to
KRS 278.020, KRS 278.300, 807 KAR 5:001 Sections 12, 14, 15 and 18, and other applicable law,
and for its Application for approval to acquire and operate the existing simple cycle combustion
turbine facilities in LaGrange, Oldham County, Kentucky (the “Bluegrass Station), from
Bluegrass Generation Company, LLC (“Bluegrass”), and for approval to assume certain evidences
of indebtedness related to such acquisition, respectfully states as follows:

L INTRODUCTION

1. EKPC is an electric generation and transmission cooperative with a growing
demand for electricity within its service territory. In addition, two consecutive winters with
extremely cold temperatures, the ongoing nationwide shift in electric generation fuel sources away
from coal and toward natural gas, and the unprecedented, rapid expansion of stringent federal
environmental regulation affecting utilities all combine to make the ownership of electric

generation peaking resources a strategic imperative for EKPC. The need for capacity was
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recognized several years ago and has been the source of two Request for Proposal (“RFP”)
processes and one prior Commission proceeding.’

2. EKPC’s examination and thoughtful consideration of its future capacity and energy
supply requirements has led it to negotiate and execute an agreement to purchase three existing
natural gas-fired simple cycle combustion turbines that, if timely acquired, will allow EKPC and
its Members to benefit both immediately and over the long-term. The transaction furthers EKPC’s
efforts to fulfill its strategic objectives and assures that it may continue to provide adequate,
efficient and safe energy to its Members at rates that are fair, just and reasonable. To facilitate the
timely closing of the transaction, EKPC respectfully requests the Commission to enter an Order,
on or before December 1, 2015, that issues a Certificate of Public Convenience and Necessity
(“CPCN”) for the acquisition and approves the assumption of certain related evidences of
indebtedness.

IL. FILING REQUIREMENTS

3. Pursuant to 807 KAR 5:001, Section 14(1), EKPC’s mailing address is P. O. Box
707, Winchester, Kentucky 40392-0707 and its electronic mail address is psc@ekpc.coop.
Counsel for EKPC should be served at the following email addresses:
mdgoss@gosssamfordlaw.com and david@gosssamfordlaw.com.

4, Pursuant to 807 KAR 5:001, Section 14(2), EKPC is a Kentucky rural electric
cooperative corporation established under KRS Chapter 279 and incorporated on July 9, 1941.

EKPC is in good standing within and throughout the Commonwealth of Kentucky.

' See In the Matter of the Application of East Kentucky Power Cooperative, Inc. for a Certificate of Public
Convenience and Necessity for Alteration of Certain Equipment at the Cooper Station and Approval of a Compliance
Plan Amendment for Environmental Surcharge Cost Recovery, Order, Case No. 2013-00259 (Ky. P.S.C., Feb. 20,
2014).



III. BACKGROUND
A. Overview of EKPC

3 EKPC is a not-for-profit, member-owned generation and transmission rural electric
cooperative corporation with its headquarters in Winchester, Kentucky. EKPC provides wholesale
electricity to its sixteen Owner-Member distribution cooperatives, which in turn serve
approximately 525,000 Kentucky homes, farms and commercial and industrial establishments in
eighty-seven (87) Kentucky counties.

6. In total, EKPC owns or purchases a total of approximately 2,794 MW of net
summer generating capability and 3,009 MW of net winter generating capability. EKPC owns and
operates coal-fired generation at Dale Station in Clark County, Kentucky (149 MW),> Cooper
Station in Pulaski County, Kentucky (341 MW) and Spurlock Station in Mason County, Kentucky
(1,346 MW). EKPC also owns and operates natural-gas fired generation at Smith Station in Clark
County, Kentucky (774 MW (summer)/989 MW (winter)), and landfill gas-to-energy facilities in
Boone County, Kentucky (3.2 MW), Laurel County, Kentucky (3.2 MW), Greenup County,
Kentucky (2.4 MW), Hardin County, Kentucky (2.4 MW) and Pendleton County, Kentucky (3.2
MW). Finally, EKPC purchases hydropower from the Southeastern Power Administration at
Laurel Dam in Laurel County, Kentucky (70 MW), and the Cumberland River system of dams in
Kentucky and Tennessee (100 MW).

7. EKPC owns 2,938 circuit miles of high voltage transmission lines in various
voltages. EKPC also owns the substations necessary to support this transmission line

infrastructure. Currently, EKPC has seventy-three (73) free-flowing interconnections with its

2 Unit 1 and Unit 2 at the Dale Station were permanently taken out of service on April 15, 2015. Together these units
had a combined capacity of 50 MW. Unit 3 and Unit 4 are scheduled to be placed in inactive status on April 15, 2016.
The cumulative capacity of Unit 3 and Unit 4 is 149 MW.



neighboring utilities. EKPC’s transmission system is operated by PJM Interconnection, LLC
(“PJM?), of which EKPC has been a fully-integrated member since June 1,2013. PJM is a regional
electric grid and market operator with operational control of over 180,000 MW of regional electric
generation. It operates the largest capacity and energy market in North America.

8. EKPC’s all-time peak demand of 3,507 MW occurred on February 20, 2015. Thus,
even without any additional load growth or increase in load factors, EKPC’s winter capacity falls
nearly 650 MW short of its historic peak winter demand upon closure of Dale Station in 2016. In
addition, this capacity shortfall subjects EKPC to volatile real-time prices as demonstrated most
acutely during the Polar Vortex of winter 2014. On April 21, 2015, EKPC filed its most recent
triennial Integrated Resource Plan (“2015 IRP”), which analyzed EKPC’s forecasted load, capacity
needs and related issues over a twenty-year period from 2015 through 2034. The 2015 IRP
indicates that EKPC’s total energy requirement will increase by 1.4% per year over a twenty year
period.’ Reflecting EKPC’s status as a winter-peaking utility, the 2015 IRP indicates that EKPC’s
winter net peak demand will increase 1.0% annually while its summer net peak demand will
increase by 1.5% annually.* Also, the 2015 IRP predicts that EKPC’s annual load factor will
increase from 48% to 51%.°

9. Following a Commission-directed management audit, EKPC’s Board adopted a
Strategic Plan in 2011 that identified pursuing prudent diversity in the fuel mix of its generation
portfolio, evaluating new investments using sound financial principles and strengthening the

company’s balance sheet by increasing its equity ratio as three of its core strategies. EKPC has

3 See In the Matter of the 2015 Integrated Resource Plan of East Kentucky Power Cooperative, Inc., Application, Case
No. 2015-00134, p. 2 (filed Apr. 21, 2015).

4 See id.

> See id.



convened Strategic Plan retreats annually since 2011 with the most recent being 2014. Generation
diversity and financial stability remain cornerstones of EKPC’s current Strategic Plan.
B. The Impact of Various Federal Environmental Rules Upon EKPC

10.  Generation and transmission cooperatives such as EKPC are among the most
stringently environmentally regulated entities in the United States. The pace of revisions to federal
environmental rules has increased substantially over the past decade and significantly impacted
EKPC’s business as a result.

11.  For instance, EKPC currently complies with multiple U. S. Environmental
Protection Agency (“EPA”) rules governing air emissions, including: New Source Performance
Standards (“NSPS”); New Source Review Rules (“NSR”) and the Green House Gas Tailoring Rule
(“Tailoring Rule”) revisions to the NSR; Title IV of the Clean Air Act (“CAA”) and associated
rules governing pollutants that contribute to acid rain (“Acid Rain Rules”); CAA Title V operating
permit requirements (“Title V Requirements”); Summer ozone trading program requirements
based upon Section 126 petitions and the Ozone State Implementation Plan Call (“Summer Ozone
Program”); National Ambient Air Quality Standards (“NAAQS”) for Sulfur Dioxide (“S0O.”),
Nitrogen Dioxide (“NO;”), Carbon Monoxide (“CO”), Ozone, Particulate Matter (“PM”),
Particulate Matter of 2.5 microns or less (“PM 2.5”) and Lead; the Cross State Air Pollution Rule
(“CSAPR”); the Clean Air Visibility Regional Haze Rule; National Emissions Standards for

Hazardous Air Pollutants (“NESHAPs”); and the Mercury and Air Toxics Standards (“MATS”).®

6 On June 29, 2015, the United States Supreme Court determined that the MATS Rule was not properly reviewed and
promulgated by the EPA, thereby reversing a decision of the D.C. Circuit Court of Appeals and remanding the case
challenging the rule to the lower court. Since the decision was directed at the scope of the EPA’s rationale and not
the agency’s authority to promulgate the rule, it is widely anticipated that the MATS Rule will be re-promulgated by
the EPA in the near future. Regardless, many utilities, including EKPC, have already been forced to make investment
decisions based upon MATS prior to the Supreme Court’s ruling.
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12.  In addition, EKPC currently complies with several other environmental rules and
permits established and issued by the EPA, the U.S. Army Corps of Engineers, the Kentucky
Division of Air Quality, the Kentucky Division of Water and the Kentucky Division of Waste
Management.

13.  EKPC is also undertaking efforts to evaluate and comply with federal
environmental rules that have not yet become effective, but which are likely to have future impacts
upon its ability to generate electricity, including: the Clean Power Plan; the Coal Combustion
Residuals Rule (“CCR”); the 316(b) Rule under the Clean Water Act (“316(b) Rule”); and the
Effluent Limitation Guidelines Rule (“ELG Rule”™).

14.  While the Spurlock Station, Cooper Station Unit 2 and Smith Station were all well-
positioned to comply with the existing environmental rules, the economic viability of the Dale
Station and Cooper Station Unit 1 was called into question in light of the investments that would
have been required to bring them into compliance with the EPA’s new and forthcoming rules (i.e.,
MATS,” CCR, ELG).

C. EKPC’s Efforts to Secure Adequate Capacity

15.  To address the potential loss of over 300 MW of capacity due to possible plant
retirement (199 MW at Dale Station, 116 MW at Cooper Unit 1), EKPC retained The Brattle Group
(“Brattle”) in May 2012 to assist with an RFP solicitation and provide independent and unbiased
analysis of the power supply opportunities submitted as part of the RFP. The 2012 RFP was
structured to compare the costs required to bring the Dale Station and Cooper Station Unit 1 into

compliance with MATS with the costs of alternative power supply options available in the market.

7 See n. 6, supra. EKPC anticipates that CCR, ELG, and a likely re-promulgated MATS Rule will render Dale Units
3 and 4 uneconomical beginning in 2016.



16.  The Brattle Group concluded that the reconfiguration of Cooper Station Unit 1 so
as to flow its air emissions through the existing air quality control system servicing Cooper Station
Unit 2 was the highest value-added option available to EKPC. This proposal was the subject of
an environmental compliance case filed with the Commission on August 21, 2013.® In an Order
entered on February 20, 2014, the Commission approved EKPC’s application, in part, based upon
the fact that “EKPC was short approximately 800-900 MW of capacity during its most recent
winter peak and that EKPC was dependent upon the market to address that capacity shortage.””

17. By retrofitting Cooper Station Unit 1, EKPC was able to affordably retain 116 MW
of its existing generation portfolio that would have otherwise been lost as a result of MATS. The
Cooper 1 retrofit was only a partial solution, however. EKPC still needs to replace the loss of
approximately 199 MW of capacity from the retirement of the Dale Station as well as plan for
future load growth and increases in load factor. The extreme weather occasioned by the 2014
Polar Vortex, combined with new demand peaks in winter 2015 and increased market volatility,
confirmed that significant additional capacity is also necessary to mitigate market risk arising from
EKPC'’s capacity shortfall, which totaled nearly 650 MW at the point of EKPC’s recent historic
winter peak. In addition, the Commission recently issued an Order in a Fuel Adjustment Clause
review case that further underscored the importance of having physical generation capacity on

hand.!”

8 See In the Matter of the Application of East Kentucky Power Cooperative, Inc. for a Certificate of Public
Convenience and Necessity for Alteration of Certain Equipment at the Cooper Station and Approval of a Compliance
Plan Amendment for Environmental Surcharge Cost Recovery, Application, Case No. 2013-00259 (filed Aug. 21,
2013).

% See id., Order, p. 16 (Ky. P.S.C., Feb. 20, 2014).
10 See In the Matter of the Examination of the Application of the Fuel Adjustment Clause of East Kentucky Power
Cooperative, Inc. From November 1, 2013 through April 30, 2014, Order, Case No. 2014-00226 (Ky. P.S.C. Jan. 30,

2015) (“The Commission believes it is important to maintain the limitation for recovery through the FAC of ‘non-
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18.  To fill the capacity gap, EKPC undertook a refresh of the competitive bids from the
2012 RFP during the summer of 2014 (the “RFP Refresh”). Brattle was once again engaged to
provide independent and unbiased analysis of the bids received. The RFP Refresh identified the
purchase of the Bluegrass Station as the best available power supply alternative. Among other
things, the acquisition helps EKPC achieve its strategic objectives of diversifying its generation
portfolio, maintaining financial strength, reducing reliance upon the PJM market and power
purchase agreements to provide capacity and energy during peak demands, provides a physical
hedge against volatility in energy and capacity markets, and presents very little technology and
performance risk.

19. A screening analysis undertaken by Brattle revealed that the Bluegrass Station
purchase offered a positive net present value of S|l to EKPC when compared to
purchasing capacity and energy in the PJM markets.!" A subsequent Discounted Cash Flow
analysis undertaken by ACES agreed that the acquisition of the Bluegrass Station by EKPC was
economically advantageous. ACES concluded that the Bluegrass Station is worth between $-
B and $_ based upon its analysis of the PJM Capacity Market, natural gas pricing
and comparable sales.!> ACES summarized its report by stating, “Bluegrass [Station] fits perfectly

into the EKPC portfolio, significantly reducing [its] winter peak short position. Bluegrass [Station]

economy energy purchases’ in order to incentivize utilities to keep outages to a minimum and to have sufficient
capacity to meet load.”) (emphasis added) (rehearing denied July 10, 2015).

' A copy of the Brattle Screening Analysis is attached hereto and incorporated herein as Exhibit JR-2 to the Testimony
of James Read.

12 A copy of ACES’ East Kentucky Power Cooperative Bluegrass Valuation (Jan. 20, 2015) is attached hereto and
incorporated herein as Exhibit DC-1 to the Testimony of David Crews.



will also provide excess Reliability Pricing Model (RPM) credits to monetize and allow EKPC to
take advantage of [its] peak load diversity in PIM.”!3

20.  To further understand the risks and benefits of the proposed transaction, EKPC also
retained Navigant Consulting, Inc. (“Navigant”), to conduct an independent analysis of the
economic value of the Bluegrass Station within PJM.'* That analysis, which was based upon
consideration of PJM Capacity and Energy Market forecasts, fuel access and pricing,
environmental regulations, and transmission issues, concluded that the net present value of the
Bluegrass Station operating margins (excluding capital costs, transaction costs and transmission
expenditures for Unit 1 and Unit 2) is SISEMMJME over a twenty year period beginning in 2016.'5

21.  EKPC also undertook its own internal analysis and concluded that the acquisition
of the Bluegrass Station would result in a net present value of between $33 million and $49
million.'® EKPC looked only at the capacity benefits of the transaction and conservatively did not
take into account any energy sales benefits. Likewise, EKPC’s analysis is considerably lower than
the Navigant analysis because EKPC utilized a more conservative set of assumptions than did
Navigant in conducting its analysis of the capacity benefit.

22.  The independent analyses of Brattle, ACES and Navigant and EKPC’s internal
analysis all agree and confirm that the acquisition of the Bluegrass Station will add value to

EKPC’s system, benefit EKPC’s Owner-Members and provide lasting economic value by

BId, p.3.

14 A copy of Navigant's PJM RTO Market Summary and Forecast for the Bluegrass Power Plant (June 2015) (the
“Navigant Report”) is attached hereto and incorporated herein as Exhibit RL-2 to the Testimony of Ralph Luciani.

S1d.,p.6.

16 The key assumptions that varied in EKPC’s analysis were the amount of future capital expenses and maintenance
costs that could arise over time as a result of owning and operating the Bluegrass Station.



generating capacity revenue and mitigating seasonal market volatility risk. In short, the acquisition
should more than pay for itself and benefit EKPC’s Owner-Members by reducing their exposure
to long-term capacity and energy market volatility.

23.  Negotiations have been held between EKPC and Bluegrass over a period of several
months. Concurrent with the negotiations, EKPC has undertaken an extensive effort to investigate
the condition of the Bluegrass Station,'” transmission availability, fuel deliverability and pricing,
environmental aspects of the transaction and other related issues. In light of the RFP Refresh, the
third-party analyses described above and its own due diligence, EKPC has concluded that the
Bluegrass Station is the reasonable, least-cost power supply option that will enable it to meet a
greater amount of its current and future capacity and energy needs without relying upon long-term
power purchases. On May 12, 2015, after months of discussion, EKPC’s Board approved a
resolution authorizing EKPC’s President and Chief Executive Officer to enter into the agreements
necessary to accomplish the purchase of the Bluegrass Station. Following further negotiations,
the Board reaffirmed its prior authorization in the course of a special Board Meeting that occurred

on June 24, 2015.'3

17 In addition to an independent Due Diligence Evaluation Report prepared by Burns & McDonnell Engineering
Company, Inc., EKPC also engaged Siemens (the Original Equipment Manufacturer) to perform detailed Borescope
inspections on each of the Bluegrass Station Units, witnessed the Units in operation, and conducted extensive research
into the specifications and quality of the assets it seeks to acquire. With respect to the Bluegrass Station’s transmission
facilities, EKPC retained a third-party firm, CE Power, to perform complete testing on the three (3) Generator Step-
up and four (4) auxiliary transformers at the Bluegrass Station. Further detail on the engineering and transmission
due diligence conducted by EKPC in preparation for the contemplated transaction is contained in the Testimony of
David Crews (attached hereto as Exhibit 5) and the Testimony of Darrin Adams (attached hereto as Exhibit 7).

18 A copy of the Resolutions from the May 12, 2015 and June 24, 2015 Board Meetings are attached hereto and
incorporated herein as Exhibit 1.
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D. The Proposed Acquisition
1. Description of the Bluegrass Station

24, Bluegrass leases and operates three natural gas-fired simple cycle combustion
turbine power generation units at the Bluegrass Generating Station in LaGrange, Kentucky,
pursuant to a Lease Agreement, dated November 1, 2000, with Oldham County, a political
subdivision of the Commonwealth of Kentucky (the “Lease”).'” Each Unit has a rated capacity of
198 MW, giving the Bluegrass Station a total rating of 594 MW of winter capacity. The Bluegrass
Station’s net summer capacity is 165 MW per unit, for a total of 495 MW. The Units offer a heat
rate of 10,800 MMBtw/MWh and are based upon proven and mature technology. Unit 3 is
currently subject to a Tolling Agreement (described in greater detail below) that was entered into
between Bluegrass and Kentucky Utilities Company (“KU”) and Louisville Gas & Electric
Company (“LG&E”) in 2014. The fact that the Bluegrass Station is located on the western end of
EKPC’s territory helps achieve one of EKPC’s strategic goals of giving greater geographic
diversity to its generation fleet.

25. In lieu of paying property taxes on the subject property, Bluegrass makes an
annual payment of $565,000 to Oldham County pursuant to an In-Lieu of Tax Payments
Agreement, also dated November 1, 2000 (“PILOT Agreement”).*

26. Each of the Units at the Bluegrass Station is projected to have a capacity factor that

is consistent with other combustion turbines in EKPC’s fleet. While the initial capacity factors are

! The Lease has been amended on three separate occasions: December 27, 2001; December 27, 2002; and January
19,2006. A copy of the Lease and all amendments thereto are attached hereto and incorporated herein as Exhibit 2.

2 A copy of the PILOT Agreement is attached hereto as Exhibit D to the Lease (Exhibit 2).
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lower in the 2016-2022 timeframe, they are forecasted by Navigant to increase substantially
thereafter as federal carbon policy is implemented.

27.  Based on the Bluegrass Station’s net summer rating, the purchase price for the
Bluegrass Station equates to acquiring capacity at a cost of approximately $260/kW, which is
significantly less expensive than the estimated $867/kW cost to install a comparable simple cycle
gas combustion turbine in PJM.>! The levelized operating margins of the Bluegrass Station are
projected by EKPC to be $71/kW-year (real 2015 dollars) over the 2016-2035 period, in
comparison to the estimated $97/kW-year (real 2015 dollars) needed to pay for the cost of a new,
similarly sized combustion turbine within PJM that is set forth in PYM’s most recent Cost of New
Entry study. This indicates that the Bluegrass Station operating margins in PJM would support a
plant cost significantly more than the Bluegrass Station purchase price of approximately
W .2 Navigant has estimated that the net present value to EKPC of the operating margins
for the Bluegrass Station over the period from 2016 to 2035 is $_ in January 1, 2016

dollars.?

28.  EKPC believes that the Bluegrass Station complies with all existing environmental
permitting requirements.?* Likewise, the acquisition keeps EKPC in a good position vis-a-vis the

promulgation of new environmental rules. For instance, since the proposed federal Clean Power

21 See PIM’s “Cost of New Entry Estimates for Combustion Turbine and Combined Cycle Plants in PJM with June 1,
2018 Online Date.” EKPC adjusted the installed $/kW cost of $947/kW for a 2018 online date in the PJM CONE
Report to a 2015 online date using a 3% escalation rate.

22 See Navigant Report, p. 6.

2 See id. As a cooperative, EKPC benefits from having reduced operating margin requirements in light of its non-
profit status, which results in a more favorable cost of capital than what would be expected from a taxable market
participant. This results in a higher market valuation for the generation facility with cooperative ownership, than
would be expected for taxable entity ownership.

24 A list of the Environmental Permits to be transferred to EKPC as part of the transaction is set forth in the Asset
Purchase Agreement’s Disclosure Schedule 4.16(b)(i).
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Plan looks at carbon emissions on a state-by-state basis, the fact that the Bluegrass Station is
located in Kentucky means that EKPC’s future compliance with the Clean Power Plan will be less
complicated than if it acquired an out-of-state facility.

2. The Asset Purchase Agreement

29. On June 26, 2015, EKPC and Bluegrass entered into an Asset Purchase Agreement
(“Agreement”) whereby Bluegrass agreed to sell and assign, and EKPC agreed to purchase and
assume, substantially all of the assets and certain specified liabilities of Bluegrass, for the total
consideration of $128.75 million, subject to certain terms and conditions set forth in the
Agreement.”® Because the Bluegrass Station is currently leased by Bluegrass from Oldham County
as part of a complex financing plan put in place as part of the development of the plant, EKPC will
take an assignment of the Lease between Bluegrass and Oldham County and certain bonds held by
Bluegrass and payable by Oldham County.

30.  The Agreement requires EKPC to file this Application for approval of the
contemplated transaction on or before July 26, 2015, and to request that the Commission approve
the proposed transaction no later than December 1, 2015.° Additionally, the Agreement
contemplates that the proposed transaction will close by or before December 31, 2015.?” For these
reasons, EKPC respectfully requests the Commission to issue an Order on or before December 1,

2015.

%5 A copy of the Asset Purchase Agreement is attached hereto and incorporated herein as Exhibit 3.
2 See Agreement, Section 6.08(c)(i).
27 See Agreement, Section 6.08(c)(ii). A condition precedent to closing is EKPC'’s receipt of a final, non-appealable

Order from the Commission that approves the contemplated transaction in the form requested without material
modification to the terms or character thereof. See Agreement Disclosure Schedule 7.01(d).
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3. Transmission

31. Several transmission studies have been undertaken by EKPC and others in
association with the contemplated transaction. In order to successfully flow the output of the
Bluegrass Station to EKPC load in the PJM market, firm transmission must be available for the
Bluegrass Station’s output within the KU/LG&E transmission system.

32. In March 2015, TranServ International, Inc. (“TranServ”), the Independent
Transmission Operator for KU and LG&E, released a System Impact Study (“SIS”) report as a
result of a transmission service request made by EKPC to designate Bluegrass Station Units 1 and

2 as Network Resources for EKPC load. This study identified likely loading constraints, foremost

of which is a constraint on the |IEEEEE—
- The
_ constraint was determined to be a constraint only in the near-term years

in the study. The constraints identified in the System Impact Study led to the preparation of a
Facilities Study by TranServ and KU/LG&E, which identified the system upgrades and operating
procedures which would be necessary to alleviate the identified constraints. Because the (|
I constraint was identified as a short-term constraint, an operating procedure
was specified to mitigate the constraint during real-time operating conditions. The Bluegrass
Station will operate subject to an updated operating guideline under the direction of the three
NERC Reliability Coordinators involved (MISO, PJM, and TVA) in the event an actual constraint
develops in the course of operations. The remaining constraints identified on the KU/LG&E

transmission system will be addressed through system upgrades that will provide sufficient

2 The — has been a limiting constraint in real-time operations historically during
certain periods. The operating guide that is currently in effect will be modified to recognize the transmission service
granted to EKPC in response to its transmission service request for Bluegrass Station Units 1 and 2.
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capacity to transmit the output of the Bluegrass Station Units so that EKPC will be able to serve
its load that resides on the KU/LG&E system as it currently does.

33.  Subsequent to completion of these studies, TranServ accepted EKPC’s
transmission service request, and EKPC confirmed the request on June 26, 2015, finalizing the
service. The Network Integrated Transmission Service (“NITS”) Agreement that exists between
EKPC and KU/LG&E is being revised to incorporate this transmission service. Pursuant to the
revised NITS Agreement, Bluegrass Station Unit 1 and Unit 2 will become Designated Network
Resources of EKPC upon the consummation of the transaction. As required by the Federal Energy
Regulatory Commission (“FERC”), KU and LG&E will file the updated NITS Agreement for
approval. This is expected to be a filing that is strictly ministerial in nature.

34. In July 2015, TranServ released an SIS report for a transmission service request
made by EKPC to designate Bluegrass Station Unit 3 as a Network Resource for EKPC load. Due
to the KU/LG&E Tolling Agreement in effect for this Unit through April 2019, this requested
service would commence on May 1, 2019. The ||| GCNCNGGGEEEEEEEE const2int was
again identified as a potential short-term constraint in this SIS, but not as a long-term constraint.
TransServ has indicated that this constraint will be addressed through an operating procedure
similar to the manner in which the constraint will be managed with regard to the service for Units
1 and 2. Other constraints were identified in the SIS report. A Facilities Study that will be
conducted by TranServ and KU/LG&E is currently planned to determine the specific mitigation
required for each constraint identified. The preliminary indication in the SIS report is that all
constraints other than the ||| GG i bc addressed through system
upgrades that will be in place when needed to provide sufficient capacity to transmit the entire

output of the three Bluegrass Station Units to EKPC’s load.

15



4. Integration into PJM Interconnection, LL.C

35.  Upon the completion of the contemplated transaction, Bluegrass Station Unit 1 and
Unit 2 will be available for use by EKPC in the PJM energy market. Indeed, this is a material
aspect of the transaction as it gives EKPC a physical hedge on energy pricing during the coldest
portion of the upcoming winter as well as the opportunity to offer the Units into the PJM day-
ahead and real-time energy markets. Unit 3 will become available for use in PJM upon the
expiration of the Tolling Agreement currently in place between Bluegrass and KU and LG&E in
April 2019.

36.  With regard to the PJM Capacity Market, EKPC expects that the transaction will
result in a net benefit to EKPC so long as capacity prices are at or above $-/MW—day (2016
dollars). This figure is significantly lower than the approximately $120/MW-day rate that was
established in the most recent PJM incremental capacity auction for planning year 2016/2017.
Moreover, EKPC and Navigant both believe future capacity prices will increase from their current
level, thereby providing a greater net capacity benefit to EKPC.

37.  To facilitate the Bluegrass Station’s participation in the PJM Capacity Market,
Bluegrass has already executed transmission service agreements with PJM (allowing the output
energy from the Bluegrass Station Units to be delivered) commencing on June 1, 2018, the
beginning of the *18-’19 Delivery Year within PJM. Accordingly, Unit 1 and Unit 2 of the
Bluegrass Station could be bid into the Base Residual Auction (“BRA”) or any subsequent
incremental auctions that apply to the *18-’19 Delivery Year. EKPC is working with PJM to
determine whether it will be possible to bid Unit 1 and Unit 2 into the upcoming incremental
capacity auctions for the *16-’17 Delivery Year and the ’17-"18 Delivery Year. In light of the

potential value of PJM capacity market benefits, EKPC is taking all steps necessary during the
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pendency of this case to keep its options open for maximizing the capacity value of the Bluegrass
Station.?’ At the expiration of the KU/LG&E Tolling Agreement, Unit 3 can be bid into the BRA.
5. The KU/LG&E Tolling Agreement

38.  On November 24, 2014, the Commission approved the request of KU and LG&E
to enter into a four year Tolling Agreement with Bluegrass.’® Under the Tolling Agreement, KU
and LG&E will have access to 165 MW of firm generation capacity and output from Bluegrass
Station Unit 3 from May 1, 2015, through April 30,2019. While the capacity may be split between
the two companies, it was initially allocated 100% to LG&E. In Case No. 2014-00321, KU and
LG&E estimated that they would pay approximately $38.5 million in capacity and fixed operations
and maintenance costs over the four year term of the Tolling Agreement.

39. As part of the contemplated transaction, the Tolling Agreement will be assigned by
Bluegrass to EKPC. EKPC has begun the process of seeking the consent of KU and LG&E to the
assignment of the Tolling Agreement. Preliminary discussions suggest that consent to the
assignment would be given as part of the closing of the transaction. Navigant has considered the
relative value of the Tolling Agreement to what benefits EKPC would likely otherwise recognize

in the PJM markets for the Bluegrass Station in the absence of the Tolling Agreement and has

2% As described in the testimony of David Crews, EKPC must undertake certain actions to bid capacity equivalent to
the capacity offered by Bluegrass Station Unit 1 and Unit 2 into the upcoming PJM “18/°19 BRA. In the event that
this Application is not approved, EKPC would have to replace the capacity sold into the BRA by purchasing a
corresponding amount of capacity in a subsequent incremental auction (“IA”). The net effect of such a replacement
could result in either a gain or loss to EKPC, depending upon the difference in the clearing prices of successive IAs.
The BRA typically clears at a higher price than the 1As; for each $20 price differential between the BRA and IA, a
loss or gain of $2.4 million in revenue will occur. The historical clearings of the BRA and IAs indicate that generators
are best served by participating in the BRA.

30 See In the Matter of the Application of Louisville Gas and Electric Company and Kentucky Utilities Company for a
Declaratory Order and Approval Pursuant to KRS 278.300 for a Capacity Purchase and Tolling Agreement, Order,
Case No. 2014-00321 (Nov. 24, 2014).
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concluded that the Tolling Agreement provides a net benefit to EKPC of S|l (undiscounted
nominal dollars) over the 2016-2019 period.
6. Fuel Availability

40.  After engaging Bentek Energy and ACES to perform a study on the availability and
affordability of natural gas at the Bluegrass Station, EKPC has determined that it will have access
to fuel on a reliable and economic basis. The Bluegrass Station is located adjacent to the Texas
Gas Transmission, LLC (“Texas Gas”) pipeline. Recent developments in the Utica and Marcellus
shales in Western Pennsylvania and Eastern Ohio have created a surplus of natural gas production
that is expected to result in the reversal of natural gas flows along the Texas Gas and other
pipelines. As such, the Bluegrass Station is well-situated to benefit from major natural gas
producing basins on either end of the Texas Gas pipeline, thereby reducing the risk of interruptions
to sustainable sources of natural gas fuel.

41.  ACES’s analysis of the proposed transaction took into account the fact that PJM is
administering a Capacity Performance requirement in subsequent Base Residual Auctions (and
certain Transitional Auctions) on electric generators within its footprint with firm fuel, back up
fuel capability and/or onsite storage ability, which may possibly necessitate the purchase by EKPC
of No Notice Service from Texas Gas for at least some portion of the winter months. Despite that,
the availability and forecasted cost of natural gas indicated that the Bluegrass Station was an
excellent investment opportunity for EKPC.

Ts Other Approvals and Consents

42.  Bluegrass will determine if approval is required by Section 203 of the Federal

Power Act from FERC for the transfer of the transmission assets and the Tolling Agreement

covered by the transaction, depending upon whether those assets are valued in excess of $10
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million. However, EKPC places the proportionate value of the transmission assets to the total
plant value established by the total consideration for the acquisition below the FERC Section 203
jurisdictional threshold.

43.  Bluegrass or EKPC must seek consents under the law, or by virtue of the terms of
various material contracts, from the following agencies and entities: Kentucky Public Service
Commission; Federal Trade Commission and U. S. Department of Justice (Hart-Scott-Rodino);
Kentucky Department of Water (permit transfer); Federal Communications Commission (license
transfer); KU and LG&E (Tolling Agreement and Interconnection and Operating Agreement
assignment); PJM (NITS Agreement assignment); Oldham County Sanitation District (service
agreement); and Texas Gas (road access agreement).’!

8. Labor Force Retention and Growth

44, There are currently five (5) full-time equivalent (“FTE”) positions associated with
Bluegrass’ operation of the Bluegrass Station. Upon the completion of the acquisition, EKPC
anticipates using the generation assets more frequently than they are currently used and, therefore,
an around-the-clock labor presence will be necessary. EKPC believes that it may expand the
current workforce at the Bluegrass Station to as many as ten (10) FTE positions. Thus, the
increased usage of the Bluegrass Station will also provide a local benefit to the Oldham County
community by creating up to five (5) new, skilled, well-compensated FTE positions.

E. Financing for the Proposed Acquisition

45.  EKPC has made significant progress towards improving its financial strength over

the past six (6) years. It is on track to accomplish its strategic objective of achieving a 15% equity

ratio by this year and has benefitted from a series of credit rating upgrades and favorable guidance

31 See Agreement, Disclosure Schedules 4.03(b), 4.03(c), 5.03(b) and 7.01(c) and (d).
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from the major credit rating agencies. The acquisition of the Bluegrass Station will help further
EKPC’s efforts to achieve and maintain financial strength and flexibility while also allowing
EKPC to mitigate risk from exposure to volatility in capacity and energy markets during seasonal
peaks. EKPC intends to finance the closing of the acquisition through funds currently available
from its $500 million unsecured Credit Facility established with the National Rural Utilities
Cooperative Finance Corporation (“CFC”) and other banks, and then replace that financing with
long-term financing under the Indenture of Mortgage, Security Agreement and Financing
Statement, dated October 11, 2012, between EKPC and the U.S. Bank National Association
(“Trust Indenture”). The Trust Indenture was approved by the Commission in Case No. 2012-
00249 on August 9, 2012 and the Credit Facility was approved by the Commission in Case No.
2013-00306 on September 27, 2013.32 EKPC’s currently available credit under the Credit Facility
exceeds the amount necessary to complete the transaction and will allow the closing to occur as
quickly as circumstances allow.

46.  However, EKPC does not believe that it is prudent to keep such a large amount of
its Credit Facility tied up by the capital costs of the acquisition because the Credit Facility is short-
term while the Bluegrass Station is a long-lived asset. A more appropriate financing would match
as closely as possible the life and depreciation of the Bluegrass Station. Accordingly, EKPC plans
to secure long-term financing for up to 100% of the Bluegrass Station’s capital cost through

proceeds of a loan with the Rural Utilities Service (“RUS”). However, in the event that RUS

32 See In the Matter of the Application of East Kentucky Power Cooperative, Inc. for Approval to Obtain a Trust
Indenture, Order, Case No. 2012-00249 (Ky. P.S.C., Aug. 9, 2012); In the Matter of the Application of East Kentucky
Power Cooperative, Inc. for Approval of the Issuance of up to $200,000,000 of Secured Private Placement Debt, for
the Amendment and Extension of an Unsecured Revolving Credit Agreement in an Amount up to $500,000,000, and
for the use of Interest-Rate Management Instruments, Order, Case No. 2013-00306 (Ky. P.S.C. Sept. 27, 2013).
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financing is not timely available or is otherwise unacceptable, EKPC anticipates filing a separate
application relating to the proposed long-term financing for the acquisition.**

47.  Although the long-term financing for the Bluegrass Station is not presently before
the Commission, EKPC is nevertheless requesting Commission approval to assume two evidences
of indebtedness as part of the acquisition. First EKPC proposes to assume the Lease in effect
between Bluegrass and Oldham County and, second, EKPC proposes to assume the PILOT
Agreement between the same parties.>*

1. Assumption of the Lease
48. The Lease covers all “Project Facilities” relating to the Bluegrass Station as

specified in the Exhibits to the Lease.*

It includes a monthly payment obligation owed by
Bluegrass to Oldham County that matches the monthly bond payment due to Bluegrass from
Oldham County. Pursuant to a series of Home Office Payment agreements between them, no cash
actually exchanges hands between Bluegrass and Oldham County as part of the financing plan put
in place to allow for the development of the Bluegrass Station. EKPC will acquire all of Bluegrass’
interest in the Lease pursuant to Section 2.01(b) of the Agreement. Accordingly, EKPC will step
into the shoes of Bluegrass with regard to owing the monthly Lease payment. Because EKPC will

also become the holder of the associated bonds, however, EKPC’s Lease payment obligation will

be entirely set off by Oldham County’s bond repayment obligation. Though no cash would be

33 EKPC anticipates that its separate financing application will also include financing for other unrelated items that
would otherwise be too small to qualify for the most favorable loan terms. By aggregating the long-term financing of
the Bluegrass Station with other, smaller projects, EKPC should be able to secure more favorable terms for a greater
amount of its debt offering.

3 Following the closing of the proposed transaction between EKPC and Bluegrass, the Lease and/or PILOT
Agreement may be modified or replaced subject to negotiations with Oldham County.

35 See Lease, p. 5, Exhibit A and Exhibit B.
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transferred between EKPC and Oldham County following the transaction’s close, the Lease is
nevertheless likely to qualify as an assumption of indebtedness under KRS 278.300.
2. Assumption of the PILOT Agreement

49.  Currently, Oldham County owns the Bluegrass Station and land upon which it is
located, which exempts Bluegrass from any property taxes due on the leased property. As part of
the financing plan for the Bluegrass Station, Bluegrass nonetheless agreed to make certain one-
time and recurring payments to Oldham County and its various agencies in lieu of paying property
taxes that would have otherwise been due if Bluegrass owned the property. EKPC intends to
assume the PILOT Agreement upon the closing of the transaction and will continue to make the
annual $565,000 PILOT payments to Oldham County for the remaining seven (7) years of the
contract’s term.>® Therefore, assumption of the PILOT Agreement will also likely qualify as an
assumption of indebtedness under KRS 278.300.

F. Rate Impact

50.  EKPC is not proposing a base rate increase at this time. EKPC acknowledges that
recovery through base rates of the capital and fixed and variable operating and maintenance costs
of the Bluegrass Station would not commence until after EKPC’s base rates are re-established in
a rate case or any incurred fuel costs are passed through the company’s fuel adjustment clause. In
addition to the $128.75 million capital cost for the acquisition, EKPC anticipates that the annual
operations and maintenance expense (excluding fuel expense) for the Bluegrass Station will be

approximately 3_ EKPC also anticipates that the annual fuel costs for each of the

Bluegrass Station Units will be approximately _

3 See PILOT Agreement, p. 4.
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3l.

EKPC’s ability to maximize the energy and capacity value of the Bluegrass Station

through its involvement in PJM means that EKPC’s customers will benefit from both excess

energy sales to non-native load and revenues realized from participation in the capacity market.

These benefits will be reflected in lower costs than would otherwise be incurred, resulting in

increasing margins and capital patronage for EKPC’s Owner-Members.

32.

G. Benefits of the Proposed Acquisition

In summary, there are many reasons why the proposed acquisition of the Bluegrass

Station is the reasonable, least-cost option for addressing EKPC’s long-term capacity needs. These

reasons include:

Allowing the acquisition of generation capacity at a cost of $260/kW, which is
substantially lower than the estimated $867/kW cost for the new construction of a
comparable unit, while at the same time avoiding associated construction risk;
Providing a replacement for the capacity lost as a result of the retirement of the
Dale Station:

Mitigating EKPC’s growing winter peak exposure and the increasing market price
volatility during those periods;

Providing a physical hedge against future energy and capacity market volatility;
Diversifying EKPC’s generation portfolio by becoming less reliant on coal-fired
generation while taking advantage of the dramatic increases in, and lower cost of,
natural gas supplies in the region;

Providing greater geographical diversity to EKPC’s generation fleet;

Eliminating the need for EKPC to rely upon more costly market-based power

purchase agreements to satisfy its load;
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Gaining significant additional generation capacity without sacrificing financial
stability or threatening EKPC’s improved equity position and credit ratings;
Keeping EKPC well-positioned to comply with existing and forthcoming
environmental regulations and mandates while mitigating compliance and market
locational risks of investing in out-of-state resources;

Minimizing technology and performance risk by acquiring reliable simple-cycle
natural gas combustion turbine technology with proven field experience and a large
fleet base;

Maximizing EKPC’s core strengths by acquiring facilities and technology similar
to the facilities at its Smith Station in Trapp, Kentucky;

Complying with the Commission’s stated policy that utilities should seek to have
adequate capacity to serve native load; and

Assuring that a generation asset located in Kentucky remains operational, thereby
contributing to the local economy through the payment of skilled-labor wages and
property taxes.

IV. REQUEST FOR A CERTIFICATE OF PUBLIC
CONVENIENCE AND NECESSITY

EKPC respectfully requests the Commission to issue a CPCN for the acquisition in

accordance with KRS 278.020(1). As set forth herein, EKPC has both an immediate and a long-

term need for the Bluegrass Station and its acquisition will not result in any wasteful duplication.”’

In light of the retirement of the Dale Station, EKPC’s anticipated load growth and the existing and

projected volatility of the market in general, there is an inadequacy of existing service involving a

37 Kentucky Utilities Co. v. Pub. Serv. Comm'n, 252 S.W.2d 885 (Ky. 1952).
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consumer market sufficiently large to make it economically feasible for the Bluegrass Station to
be acquired by EKPC and operated as a system resource.*® The identified inadequacy is due to a
substantial deficiency of service facilities, beyond what could be supplied by normal
improvements in the ordinary course of business.’* Likewise, the Bluegrass Station acquisition
does not result in an excess of capacity over need, an excessive investment in relation to
productivity or efficiency or an unnecessary multiplicity of physical properties.** EKPC has

undertaken a thorough review of other alternatives,*'

and, after balancing all factors, the
acquisition of the Bluegrass Station is the reasonable least-cost option.*?

54. Pursuant to 807 KAR 5:001 Section 15(2)(a), the facts relied upon to show that the
proposed acquisition is required by public convenience and necessity are those facts generally set
forth in paragraphs five (5) to fifty-two (52) of this Application.

55.  Pursuant to 807 KAR 5:001 Section 15(2)(b), the proposed acquisition does not
involve or require any franchise or permit from a public authority.

56.  Pursuant to 807 KAR 5:001 Section 15(2)(c), the Bluegrass Station is located at
3095 Commerce Parkway, Lagrange, Oldham County, Kentucky 40031-8799. As an existing

facility, the Bluegrass Station will not compete with any other public utilities, corporations or

persons.

38 See id., p. 890.

39 See id.

40 See id.

41 See In the Matter of the Joint Application of Louisville Gas and Electric Company and Kentucky Utilities Company
for a Certificate of Public Convenience and Necessity for the Construction of Transmission Facilities in Jefferson,
Bullitt, Meade, and Hardin Counties, Kentucky, Order, Case No. 2005-00142 (Ky. P.S.C. Sept. 8, 2005).

4 See Kentucky Ultilities Co. v. Pub. Service Comm'n, 390 S.W.2d 168, 175 (Ky. 1965). See also In the Matter of the
Application of East Kentucky Power Cooperative, Inc. for a Certificate of Public Convenience and Necessity to
Construct a 138 kV Transmission Line in Rowan County, Kentucky, Order, Case No. 2005-00089 (Ky. P.S.C. Aug.
19, 2005).

25



57.  Pursuant to 807 KAR 5:001 Section 15(2)(d)(1), an electronic copy (in a portable
document format) and two paper copies of: (a) a map showing the location and layout of the
Bluegrass Station; and (b) a map showing the location of the transmission lines to be upgraded as
a result of the acquisition, are attached hereto as Exhibit DC-2 to the Testimony of David Crews
and as Exhibit DA-1 to the Testimony of Darrin Adams, respectively. These maps are labeled to
identify the location of facilities owned by other utilities that are anywhere within the map area
with adequate identification as to the ownership of the other facilities.

58. Pursuant to 807 KAR 5:001 Section 15(2)(d)(2), EKPC is tendering herewith as
part of Exhibit DC-2 and Exhibit DA-1 basic plans, specifications and drawings of the Bluegrass
Station and affected transmission line infrastructure.

59.  Pursuant to 807 KAR 5:001 Section 15(2)(e), EKPC has provided a detailed
description of the plan to finance the proposed acquisition in paragraphs forty-five (45) to fifty-
one (51) of this Application.

60. Pursuant to 807 KAR 5:001 Section 15(2)(f), EKPC has provided the estimated
annual cost of operation of the Bluegrass Station upon the completion of the contemplated
acquisition in paragraph fifty (50) of this Application.

61. Pursuant to the Commission’s mandate in Case No. 2008-00408,* EKPC states
that it has integrated energy efficiency resources into its long-term energy supply plan and has
adopted policies establishing cost-effective energy efficiency resources with equal priority as other
resource options. In this situation, the capacity and energy loss associated with the retirement of

the Dale Station is so great that replacing that loss with energy efficiency resources is neither

43 See In the Matter of Consideration of the New Federal Standards of the Energy Independence and Security Act of
2007, Rehearing Order, Case No. 2008-00408, p. 10 (Ky. P.S.C. July 24, 2012).
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practical nor efficient. Nevertheless, EKPC remains committed to improving the overall energy
efficiency of its system and this acquisition will not inhibit that effort.
V. REQUEST FOR APPROVAL TO ASSUME EVIDENCES OF INDEBTEDNESS

62.  EKPC also respectfully requests the Commission to approve the assumption of
certain evidences of indebtedness associated with the Lease and PILOT Agreement, pursuant to
KRS 278.300.

63.  Pursuant to 807 KAR 5:001 Section 18(1)(b), a general description of EKPC’s
property and the field of its operation is set forth in paragraphs five (5) to nine (9) of this
Application. A schedule showing: (a) the original cost of EKPC’s property; and (b) the cost of
said property to EKPC, is attached hereto and incorporated herein as Exhibit MM-1 to the
Testimony of Michael McNalley.

64.  Pursuant to 807 KAR 5:001 Section 18(1)(c) and (d), EKPC does not intend to offer
any notes, stock, bonds or other evidences of indebtedness as part of the acquisition. A separate
future application covering the long-term financing for the acquisition will be filed if it is
determined that timely long-term financing through RUS is unavailable.

65.  Pursuantto 807 KAR 5:001 Section 18(1)(e), a detailed description of the Bluegrass
Station and assumed obligations that are to be acquired, along with the cost of same, are set forth
in paragraphs twenty-nine (29) to fifty-one (51) of this Application. EKPC states that the
acquisition will enable EKPC to continue to provide adequate, efficient and reasonable service to
its Members at rates that are fair, just and reasonable. As set forth above, a copy of the Asset

Purchase Agreement is attached hereto as Exhibit 3.
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66. Pursuant to 807 KAR 5:001 Section 18(1)(f), EKPC states that the assumption of
the Lease and PILOT Agreement will not result in the discharge or refund of any existing
obligations of EKPC.

67.  Pursuant to 807 KAR 5:001 Section 18(2)(a), a copy of the Financial Exhibit
required by 807 KAR 5:001 Section 12 is attached hereto as Exhibit MM-2 to the Testimony of
Michael McNalley.

68. Pursuant to 807 KAR 5:001 Section 18(2)(b), EKPC states that copies of its existing
trust deeds and mortgages have been most recently filed in Case No. 2012-00249.*

69. Pursuant to 807 KAR 5:001 Section 18(2)(c), EKPC states that maps and plans of
the Bluegrass Station are attached herein as Exhibit DC-2 to the Testimony of David Crews. An
estimate of the Bluegrass Station’s acquisition cost, using the uniform system of accounts
prescribed for EKPC by the Commission, is attached herein as Exhibit MM-3 to the Testimony of
Michael McNalley.

10, Pursuant to KRS 278.300(2), EKPC requests that the Commission find that the
assumption of evidences of indebtedness is for some lawful object within the corporate purposes
of EKPC, is necessary or appropriate for or consistent with the proper performance by EKPC of
its service to the public and will not impair EKPC’s ability to perform that service, and is

reasonably necessary and appropriate for such purpose.

4 See In the Matter of the Application of East Kentucky Power Cooperative, Inc. for Approval to Obtain a Trust
Indenture, Order, Case No. 2012-00249, (Ky. P.S.C. Aug. 9, 2012). A copy of the Trust Indenture was filed in the
Post-Case Correspondence file on October 19, 2012.
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V. OVERVIEW OF TESTIMONY

71.  As part of its Application, EKPC is tendering herewith the testimony of seven (7)
witnesses who support the averments set forth herein.

72.  Mr. Don Mosier, EKPC’s Executive Vice President and Chief Operating Officer,
will describe EKPC’s existing system, its Strategic Plan and how the proposed acquisition furthers
EKPC'’s efforts to diversify its generating fleet. Mr. Mosier will also describe the deliberations of
EKPC’s Board with regard to the acquisition, as well as the labor requirements of the Bluegrass
Station and other operational matters. Mr. Mosier’s testimony is attached as Exhibit 4 to the
Application.

73.  Mr. David Crews, Senior Vice President of Power Supply, will describe the RFP
process, the history of the negotiations between EKPC and Bluegrass and the terms of the Asset
Purchase Agreement. Mr. Crews will also describe the nature of the work performed by the various
consultants retained to analyze the acquisition. Mr. Crews will also testify as to the anticipated
operation of the Bluegrass Station in the PJM Capacity and Energy Markets and the effect of the
Tolling Agreement with KU and LG&E. Mr. Crews’ testimony is attached as Exhibit 5 to the
Application.

74.  Mr. Jerry Purvis, EKPC’s Director of Environmental Affairs, will describe the
environmental rules and regulations which currently affect EKPC and provide an overview of
additional rules which are forthcoming. Mr. Purvis will also describe the due diligence that was
performed on the environmental aspects of the proposed acquisition and describe the permits
which are currently in place for the Bluegrass Station. Mr. Purvis’ testimony is attached as Exhibit

6 to the Application.

29



75.  Mr. Darrin Adams, EKPC’s Director of Power Delivery Planning, Design, &
Construction, will describe the transmission assets to be acquired by EKPC as part of the proposed
transaction, the System Impact Studies and the Facilities Study completed jointly by TransServ
and KU/LG&E, and the deliverability of the output of the Bluegrass Station Units to EKPC load
within the PJM market. Mr. Adams’ testimony is attached as Exhibit 7 to the Application.

76. Mr. James Read, a Principal with Brattle, will describe his firm’s work with regard
to conducting and administering the RFP Refresh, his screening analysis of the bids received and
the Brattle Group’s conclusions. Mr. Read’s testimony is attached as Exhibit § to the Application.

77. Mr. Ralph Luciani, a Director with Navigant, will describe his firm’s work with
regard to evaluating the net present value of the proposed acquisition and the value the Bluegrass
Station would be expected to realize by operating within the PJIM Capacity and Energy Markets.
Mr. Luciani’s testimony is attached as Exhibit 9 to the Application.

78.  Mr. Michael McNalley, EKPC’s Executive Vice President and Chief Financial
Officer, will offer testimony describing EKPC’s Strategic Plan as it applies to building and
maintaining financial strength and how the proposed acquisition helps achieve that objective. Mr.
McNalley will also provide testimony on the intended use of the unsecured Credit Facility to close
the transaction and the assumption of the Lease and PILOT Agreement. Mr. McNalley’s testimony

is attached as Exhibit 10 to the Application.
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VI. CONCLUSION
WHEREFORE, on the basis of the foregoing, EKPC respectfully requests the Commission
to enter an Order approving this Application and:

1) Issuing a Certificate of Public Convenience and Necessity to EKPC to acquire the
simple cycle combustion turbines located at the Bluegrass Station in LaGrange,
Kentucky from Bluegrass Generation Company, LLC;

2) Approving the assumption of the evidences of indebtedness necessary to close the
transaction;

3) Granting the relief requesting herein on or before December 1, 2015; and

4) Granting any other relief to which EKPC may be entitled.

This 24™ day of July, 2015.
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VERIFICATION

COMMONWEALTH OF KENTUCKY )
COUNTY OF CLARK )

Comes now Don Mosier, Executive Vice President and Chief Operating Officer of East
Kentucky Power Cooperative, Inc., in my official capacity, and, after being duly sworn, I do
hereby solemnly swear that the averments set forth above are true and correct to the best of my
knowledge and belief as of this ZZ day of July, 20

OSIER, Executive Vice President and
Chief Operating Officer of East Kentucky Power
Cooperative, Inc.

Signed before me, the NOTARY PUBLIC, by Don Mosier, Executive Vice President and
Chief Operating Officer of East Kentucky Power Cooperative, Inc., after being duly sworn, on
this ZZ day of July, 2015.
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FROM THE MINUTE BOOK OF PROCEEDINGS
OF THE BOARD OF DIRECTORS OF
EAST KENTUCKY POWER COOPERATIVE, INC.
At a regular meeting of the Board of Directors of East Kentucky Power
Cooperative, Inc. held at the Headquarters Building, 4775 Lexington Road, located in
Winchester, Kentucky, on Tuesday, May 12, 2015, at 9:30 a.m., EDT, the following

business was transacted:

Approval of Asset Purchase Agreement with Bluegrass Generation Company, L.L.C.

After review of the applicable information, a motion to approve the Asset Purchase
Agreement with Bluegrass Generation Company, L.L.C. was made by Strategic
Issues Committee Chairman Landis Cornett and passed with a unanimous vote by
the full Board to approve the following:

Whereas, EKPC issued a Request for Proposals for power supply due to the
potential loss of generation from the Cooper 1 and Dale Station units because of
capital investments required to meet MATS;

Whereas, The Cooper 1 retrofit was the most economical alternative found from
the RFP analysis and purchase of the Bluegrass Generation Company was the
second best alternative found;

Whereas, EKPC pursued the Cooper 1 retrofit to completion and refreshed its
RFP proposals in summer 2014, and the asset purchase of the Bluegrass Station
remained the top choice of the remaining alternatives;

Whereas, EKPC will have 400 MW of winter load without a firm price hedge
once the Dale Station units are either retired or placed on inactive status;

Whereas, EKPC and its various consultants have completed extensive market,
operational, environmental, legal and financial analyses of the asset purchase of
the Bluegrass Generation Company, L.L.C. and results of the analyses conclude
that the asset purchase will support EKPC’s strategic objective to deliver
affordable energy from appropriately diversified fuel sources while meeting
expected future environmental regulatory requirements; and,

Whereas, EKPC management and the Strategic Issues Committee. recommend
that the Board of Directors (the “Board™) approve pursuing the asset purchase of
the Bluegrass Generation Company, L.L.C.; now, therefore, be it




Resolved, That the EKPC Board hereby approves the pursuit of the asset purchase
of the Bluegrass Generation Company, L.L.C. subject to: acceptable transmission
arrangements for delivery of energy from the plant to PJM; acceptable fuel
availability and deliverability; acceptable financing arrangements; acceptable price
and terms; acceptable operational tests; and approval of the appropriate regulatory
agencies; and be it further

Resolved, That the President and CEO or his designee is hercby authorized on
behalf of EKPC to enter into any contracts, agreements, or other arrangements and
to take any other actions deemed necessary or desirable to accomplish the asset
purchase.

The foregoing is a true and exact copy of a resolution passed at a meeting called pursuant to
proper notice at which a quorum was present and which now appears in the Minute Book of
Proceedings of the Board of Directors of the Cooperative, and said resolution has not been

rescinded or modified.

Witness my hand and seal this 12th day of May 2015.

}4.4 yfé'«" Z /ﬁf" 7 et
Mithael Adams, Secretary

Corporate Seal




mesolution

RESOLUTION APPROVING THE NEGOTIATED
ASSET PURCHASE AGREEMENT WITH
BLUEGRASS GENERATION COMPANY, L.L.C.

Whereas, at its meeting on May 12, 2015, the East Kentucky Power Cooperative, Inc.
(“EKPC”) Board of Directors (“Board”) granted approval for EKPC management to
negotiate and execute an agreement with Bluegrass Generation Company, L.L.C.
(“Bluegrass”) for the purchase of three (3) combustion turbine generators and related
property and equipment in Oldham County, Kentucky;

Whereas, such an Asset Purchase Agreement (“Agreement”) has been negotiated
with Bluegrass, significant terms and conditions of which were presented to the Board
at its Special Board Meeting on June 24, 2015; and,

Whereas, Management recommends that the Board approve the execution of the
Agreement as presented; now, therefore, be it

Resolved, That the EKPC Board hereby approves the execution of the Agreement
with Bluegrass as presented.
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LEASE AGREEMENT
BETWEEN
THE COUNTY OF OLDHAM, KENTUCKY
AND
BLUEGRASS GENERATION COMPANY, L.L.C.
$200,000,000 COUNTY OF OLDHAM, KENTUCKY
INDUSTRIAL BUILDING REVENUE BONDS,

SERIES 2000A, SERIES 2000B, SERIES 2001 A AND SERIES 2002A
(BLUEGRASS GENERATION COMPANY, L.L.C. PROJECT)

Dated
as of

November 1, 2000

STITES & HARBISON
BOND COUNSEL
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LEASE AGREEMENT

THIS LEASE AGREEMENT (the "Agreement") made and entered into as of November
1, 2000, by and between the COUNTY OF OLDHAM, KENTUCKY, a political subdivision,
duly organized and validly existing under the laws of the Commonwealth of Kentucky (the
"Issuer"), and BLUEGRASS GENERATION COMPANY, L.L.C. (the “Lessee”) a Delaware
limited liability company, under the following circumstances summarized in the following
recitals (the capitalized terms not defined in the recitals being used therein as defined in Article 1
hereof):

WITNESSETH:

WHEREAS, pursuant to the provisions of Chapter 103 of the Kentucky Revised Statutes,
as supplemented and amended (the "Act"), the Issuer is authorized and empowered to issue its
revenue bonds and to enter into lease agreements for the purpose of facilitating the acquisition,
construction, improving, equipping and financing of industrial buildings constituting a "project"
within the meaning of the Act; and

WHEREAS, the Lessee and the Issuer each has the full right and lawful authority to enter
into this Agreement and perform and observe the provisions hereof on their respective parts to be
performed and observed; and

WHEREAS, the Issuer proposes to assist in the acquisition, construction, equipping and
installation of a manufacturing plant to be located in Oldham County, Kentucky; all for lease to
the Lessee to be used as a power plant and support the cost of acquisition and installation of
fixtures therein, including certain equipment (the "Project") which will constitute an industrial
building approved by an ordinance of the Issuer on October 17, 2000; and

WHEREAS, the Lessee is desirous of financing the acquisition, construction, equipping
and installation of the proposed Project through this Agreement with the Issuer pursuant to the
Act; and

WHEREAS, the Project will promote the economic development of the Commonwealth
of Kentucky, relieve conditions of unemployment and otherwise contribute to the
accomplishment of the purposes of the Act, and to promote and accomplish such purposes the
Issuer is willing to and proposes to issue from time to time up to four series of bonds in an
aggregate principal amount not to exceed $200,000,000 (the “Bonds™) and to use the proceeds
thereof in order to assist in the financing of the acquisition, construction, equipping and
installation of the Project and certain incidental costs upon the terms and conditions set forth
herein; and

WHEREAS, the Bonds are to be issued pursuant to and secured by a Master Trust
Indenture, dated as of the date hereof (the "Indenture"), by and between the I[ssuer and Bank One
Trust Company, National Association, as trustee (the "Trustee") as supplemented from time to
time to reflect the issuance of up to four series of bonds as previously described; and
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NOW THEREFORE, for and in consideration of the promises and the mutual covenants
and agreements hereinafter contained, the parties hereto covenant and agree, each with the other,
as follows:

ARTICLE 1

DEFINITIONS

Section 1.1  Use of Defined Terms. In addition to the words and terms defined
elsewhere in this Agreement or by reference to another document, the words and terms set forth
in Section 1.2 hereof shall have the meanings set forth therein unless the context or use clearly
indicates another meaning or intent. Such definitions shall be equally applicable to both the
singular and plural forms of any of the words and terms defined therein.

Section 1.2  Definitions. As used herein:

"Act" means Sections 103.200 through 103.287 of the Kentucky Revised Statutes, as in
force on the date of execution of this Agreement.

"Additional Bonds" means any Additional Bonds as defined in the Indenture.

"Additional Payments” means the amounts required to be paid by the Lessee pursuant to
the provisions of Section 4.2 hereof.

"Agreement” means this Lease Agreement as amended as supplemented from time to
time.

"Authenticating Agent" means the Authenticating Agent as defined in the Indenture.

"Authorized Lessee Representative” means the person at the time designated to act on
behalf of the Lessee by written certificate furnished to the Issuer and the Trustee, containing the
specimen signature of that person and signed by the Lessee. That certificate may designate an
alternate or alternates. In the event that the person so designated becomes unavailable or unable
to act and the Lessee fails to designate a replacement within ten days after such unavailability or
inability to act, the Trustee shall appoint an interim Authorized Lessee Representative until such
time as the Lessee designates that person.

"Bond Fund" means the Bond Fund created in the Indenture.

"Bond Legislation" means (a) when used with reference to the Bonds, the ordinance
providing for their issuance and approving this Agreement, the Indenture, the Purchase
Agreement and related matters; (b) when used with reference to an issue of Additional Bonds,
the ordinance providing for the issuance of the Bonds, to the extent applicable, and the
legislation providing for the issuance of the Additional Bonds and approving any amendment to
this Agreement, any Supplemental Indenture and related matters; and (c) when used with

2
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reference to Bonds when Additional Bonds are outstanding, the ordinance providing for the
issuance of the Bonds and the legislation providing for the issuance of the then outstanding and
the then to be issued Additional Bonds; in each case as amended or supplemented from time to
time.

"Bond Service Charges" means, for any period, the principal of and interest on the Bonds
for that period whether due at maturity or upon acceleration or redemption.

"Bonds" means the up to four series of bonds to be issued in an aggregate principal
amount not to exceed $200,000,000 and denominated County of Oldham Industrial Building
Revenue Bonds, Series 2000A, Series 2000B, Series 2001A, and Series 2002A (as applicable)
(Bluegrass Generation Company, L.L.C. Project), issued by the Issuer pursuant to the Bond
Legislation and the Indenture.

"Business Day" means any day of the year, other than a Saturday or Sunday, on which
banking institutions located in the city or cities in which the principal corporate trust office of the
Trustee is located are not required or authorized by law to remain closed or on which the New
York Stock Exchange is not closed.

"Commonwealth" means the Commonwealth of Kentucky.

"Completion Date" means the date of completion of the Project evidenced in accordance
with the requirements of Section 3.6 hereof.

"Deed" means the Deed and Consideration Certificate, dated as of November 1, 2000,
from the Lessee to the Issuer with respect to the Project Site.

"Eligible Investments" means Eligible Investments as defined in the Indenture.

"Event of Default" means any of the events described as an Event of Default in Section
7.1 hereof.

"Facilities" means the Project.

"Force Majeure" means any of the causes, circumstances or events described as
constituting Force Majeure in Section 7.1 hereof.

"Holder" or "Holder of a Bond" means the Person in whose name a Bond is registered on
the Register.

"Indenture" means the Master Trust Indenture, dated as of the same date as this
Agreement, between the Issuer and the Trustee, as amended or supplemented from time to time.

"Installation Period" means the period between the beginning of the acquisition,

construction, equipping and installation of the Project or the date on which the Bonds are
delivered to the Original Purchaser, whichever is earlier, and the Completion Date.
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"Interest Payment Date" means, as to the Bonds, the date set forth as such in the Bond
form attached as Exhibit A to the Indenture, and as to Additional Bonds, each date designated as
an Interest Payment Date in the Bond form for which provision is made in the Supplemental
Indenture or Bond Legislation.

"Interest Rate" means [7%] per annum, being the rate borne by the Bonds.

"Issuer" means the County of Oldham, Kentucky, a political subdivision, duly organized
and validly existing under the laws of the Commonwealth.

"Lease Payments" means the amounts required to be paid or otherwise satisfied by the
Lessee pursuant to Section 4.1 of this Agreement.

“Lease Term” means the period from the date hereof until the earlier of (i) March 9, 2025
or (ii) prepayment in whole of the Bonds and Additional Payments.

"Legislative Authority" means the Fiscal Court of the Issuer.

"Lessee" means Bluegrass Generation Company, L.L.C., a Delaware limited liability
company, and its lawful successors and assigns.

“Net Proceeds” when used with respect to any insurance or condemnation award, means
the gross proceeds from the insurance or condemnation award with respect to which that term is
used remaining after payment of all expenses (including attorneys’ fees and any extraordinary
expenses of the Trustee) incurred in the collection of such gross proceeds.

"Notice Address" to the Issuer, the Lessee and the Trustee shall be addressed as follows:

(1) If to the Lessee: Bluegrass Generation Company, L.L.C.
1000 Louisiana Street, Suite 5800
Houston, Texas 77022
Attention: Senior Vice President and
General Counsel

(i1) If to the Issuer: County of Oldham, Kentucky
122 South Main Cross Street
Louisa, Kentucky 41230
Attention: County Judge/Executive

(iii)  If to the Trustee: Bank One Trust Company, National
Association
1 Bank One Plaza, Suite IL1-0126
Chicago, Illinois 60670-0126
Attention: Corporate Trust Department
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"Original Purchaser” or "Purchaser" means Bluegrass Generation, Inc., and as to
Additional Bonds, the Person or Persons identified as the purchaser or purchasers in the Purchase
Agreement.

"Outstanding Bonds," "Bonds outstanding" or "outstanding" as applied to Bonds means,
as of the applicable date, all Bonds which have been authenticated and delivered, or which are
being delivered by the Trustee under this Indenture, except:

L. Bonds cancelled upon surrender, exchange or transfer, or cancelled
because of payment or redemption, on or prior to that date;

2. Bonds, or the portion thereof, which have been paid or otherwise satisfied
and discharged or caused to have been paid or otherwise satisfied and
discharged pursuant to the provisions of the Indenture; and

3 Bonds in lieu of which others have been authenticated under Section 3.7
of the Indenture.

"Paying Agent" means the Paying Agent as defined in the Indenture.

"Person” or words importing person means firms, associations, partnerships (including
without limitation, general and limited partnerships), joint ventures, limited liability companies,
societies, estates, trusts, corporations, public or governmental bodies, other legal entities and
natural persons.

"Plans and Specifications” means the plans and specifications describing the Project
Facilities as now prepared and as they may be changed as herein provided from time to time.

"Project" or "Project Facilities" means the Project Site and the Lessee's facilities as
described in the third recital hereof (and more particularly described in the Plans and
Specifications) and as set forth in Exhibit A attached hereto, together with any additions,
modifications and substitutions to those facilities, and such equipment as set forth in Exhibit B
attached hereto, as each may be amended from time to time to reflect the changes to be funded
by the issuance of up to four series of the Bonds as authorized by the Bond Legislation.

"Project Costs" means the costs of the Project specified in Section 3.4 hereof.

"Project Fund” means the Project Fund created in the Indenture.

"Project Site" means the real estate described in Exhibit A hereto.

"Purchase Agreement" means, as to the Bonds, the Bond Purchase Agreement, dated as
of November 1, 2000, by and among the [ssuer, the Original Purchaser and the Lessee, as
amended from time to time to reflect each series of Bonds as authorized by the Bond Legislation,

and as to any Additional Bonds, the Bond Purchase Agreement defined in the Bond Legislation
providing for the issuance of the Additional Bonds.
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"Register” means the books kept and maintained by the Registrar for registration and
transfer of Bonds pursuant to Section 3.6 of the Indenture.

"Registrar" means the Registrar as defined in the Indenture.

"Revenues" means (a) the Lease Payments, (b) all other moneys received or to be
received by the Issuer or the Trustee in respect of the Lease Payments, including without
limitation, all moneys and investments in the Bond Fund, (c) any moneys and investments in the
Project Fund, and (d) all income and profit from the investment of the foregoing moneys.

"Trustee" means the Trustee at the time serving as such under the Indenture, until a
successor Trustee shall have become such pursuant to the applicable provisions of the Indenture,
and thereafter "Trustee" shall mean the successor Trustee.

"Unassigned Issuer's Rights" means all of the rights of the Issuer to receive Additional
Payments under Section 4.2 hereof, to be held harmless and indemnified under Sections 5.4 and
5.5 hereof, to be reimbursed for attorneys' fees and expenses under Section 7.4 hereof, and to
give or withhold consent to amendments, changes, modifications, alterations and termination of
this Agreement under Section 10.6 hereof.

Section 1.3 Interpretation. Any reference herein to the Issuer, to the Legislative
Authority or to any member or official of either includes entities or officials succeeding to their
respective functions, duties or responsibilities pursuant to or by operation of law or lawfully
performing their functions.

Any reference to a section or provision of the Constitution of the Commonwealth or the
Act, or to a section, provision or chapter of the Kentucky Revised Statutes or to any statute of the
United States of America, includes that section, provision or chapter as amended, modified,
revised, supplemented or superseded from time to time; provided, that no amendment,
modification, revision, supplement or superseding section, provision or chapter shall be
applicable solely by reason of this paragraph, if it constitutes in any way an impairment of the
rights or obligations of the Issuer, the Holders, the Trustee, the Registrar or the Lessee under this
Agreement, the Indenture, the Bond Legislation, the Bonds, or any other instrument or document
entered into in connection with any of the foregoing; including without limitation, any alteration
of the obligation to pay Bond Service Charges in the amount and manner, at the times, and from
the sources provided in the Bond Legislation and Indenture except as permitted in the Indenture.

Unless the context indicates otherwise, words importing the singular number include the
plural number, and vice versa. The terms "hereof," "hereby," "herein," "hereto," "hereunder,"
"hereinafter,” and similar terms refer to this Agreement; and the term "hereafter" means after,
and the term "heretofore” means before, the date of delivery of the Bonds. Words of any gender
include the correlative words of the other gender, unless the sense indicates otherwise.

Section 1.4 Captions and Headings. The captions and headings in this Agreement are
solely for ease of reference and in no way define, limit or describe the scope or intent of any
Articles, Sections, subsections, paragraphs, subparagraphs or clauses hereof.
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Section 2.1  Representations of the Issuer. The Issuer, in reliance, in part, upon the

opinion of Bond Counsel, makes the following representations and warranties as the basis for the
undertaking on its part herein contained.

(a) The Issuer is a political subdivision duly organized and validly existing
under the laws of the Commonwealth. Pursuant to the Act, the Issuer has the power to issue the
Bonds, to enter into this Agreement and the transactions contemplated hereby, and to carry out
its obligations hereunder. The Issuer is not in default under or in violation of the Constitution or
any of the laws of the Commonwealth or any charter which authorizes its de jure existence or is
relevant to the issuance of the Bonds or the consummation of the transactions contemplated
hereby or in connection with such issuance, and has been duly authorized to issue the Bonds and
to execute and deliver this Agreement. The Issuer agrees that it will do or cause to be done in a
timely manner all things necessary to preserve and keep in full force and effect, and to carry out
the terms of, this Agreement and the terms of the Indenture.

(b) The Issuer has determined that the Project constitutes and will constitute
an activity permitted to be financed pursuant to the Act and that the financing of the Project is in
the public interest and for a public purpose. The Issuer will acquire title to the Project and the
Project Site and lease the same to the Lessee pursuant to the Act and this Agreement.

(c) The Issuer has found and determined and hereby finds and determines that
it has complied with all requirements of the Act as may be applicable with respect to the issuance
of the Bonds (including up to four series of Bonds in an amount not to exceed $200,000,000) and
the execution of this Agreement.

(d) The Issuer agrees to use and apply the net proceeds of the Bonds to assist
in the acquisition, construction, equipping and installation of the Project and to lease the Project
to the Lessee pursuant to the Agreement to the end that the purposes of the Act may be
accomplished.

(e) To accomplish the foregoing, the Issuer agrees to issue the Bonds, in not
more than four series of Bonds in an aggregate principal amount not to exceed $200,000,000
following the execution of this Agreement, on such terms and conditions as are set forth in the
Indenture. The net proceeds from the issuance of the Bonds shall be applied, upon direction of
the Lessee for application, to the payment or satisfaction of the Project Costs.

(f) No official of the Issuer has any material interest whatsoever in the Lessee
or in the transactions contemplated by this Agreement.

(g) Neither the execution and delivery of this Agreement or the Indenture, the
consummation of the transactions contemplated hereby or thereby, nor the fulfillment of or
compliance with the terms and conditions of this Agreement or the Indenture, materially conflict
with or result in a material breach of any of the terms, conditions or provisions of any restriction
or any agreement or instrument to which the Issuer is now a party or by which it is bound or
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constitute a material default under any of the foregoing or result in the creation or imposition of
any prohibited lien, charge or encumbrance of any material nature upon any of the property or
assets of the Issuer under the terms of any instrument or agreement.

Section 2.2 Representations and Covenants of the Lessee. The Lessee represents and
covenants that:

(a) It has the capacity to enter into and carry out the transactions contemplated
by those documents. Execution, delivery and performance do not, and will not, violate any
provision of law applicable to the Lessee and do not, and will not, conflict with or result in a
default under any agreement or instrument to which the Lessee is a party or by which it is bound
for which waivers have not been obtained. This Agreement has been duly executed and
delivered by the Lessee and all steps necessary have been taken to constitute this Agreement, the
Purchase Agreement and the Deed valid and binding obligations of the Lessee.

(b) The provision of financial assistance to be made available to the Lessee
under this Agreement and the commitments therefor made by the Issuer have induced the Lessee
to maintain within the boundaries of the Issuer that business of the Lessee to be conducted by use
of the Project and such business will create additional jobs and employment opportunities within
the Issuer.

() The Project will be completed substantially in accordance with the Plans
and Specifications and the Project will be operated and maintained in such manner as to conform
with all applicable zoning, planning, building, environmental and other applicable governmental
regulations and as to be consistent with the Act.

(d) The Project will be located entirely within the boundaries of Oldham
County, Kentucky.

(e) There are no actions, suits, proceedings, inquiries or investigations
pending, or to the knowledge of the Lessee threatened, against or affecting the Lessee in any
court or before any governmental authority or arbitration board or tribunal which are reasonably
anticipated to materially and adversely affect the transactions contemplated on their part by the
Lease or which are reasonably anticipated to adversely affect the validity or enforceability of the
Bonds or the lease documents or the ability of the Lessee to perform their obligations under any
of the foregoing.

ARTICLE 3

COMPLETION OF THE PROJECT;
ISSUANCE OF THE PROJECT BONDS

Section 3.1  Acquisition and Installation. The Lessee (a) has previously, or will, upon
the issuance of the Bonds, convey to the Issuer or cause to be conveyed to the Issuer the Project
and it has caused and will cause the Project to be acquired and installed as herein provided on the
Project Site with due diligence to the completion thereof substantially in accordance with the
Plans and Specifications, all as provided herein, (b) shall pay or otherwise satisfy when due all
fees, costs and expenses incurred in connection with that acquisition and installation from funds
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made available therefor in accordance with this Agreement or otherwise, and (c) shall ask,
demand, sue for, levy, recover and receive all those sums of money, debts, and other demands
whatsoever which may be due, owing and payable under the terms of any contract, agreement,
obligation, bond or other performance security with respect thereto.

Section 3.2 Plans and Specifications. The Lessee has the Plans and Specifications
available for inspection by the Issuer and may revise the Plans and Specifications from time to
time provided that no revision shall be made which would change the Project purposes to other
than purposes permitted by the Act.

Section 3.3 Issuance of the Bonds: Application of Proceeds. To acquire, construct,

equip and install the Project, the Issuer will issue, sell and deliver the Bonds to the Original
Purchaser. The Bonds will be issued pursuant to the Indenture in the aggregate principal
amount, will bear interest, will mature and will be subject to redemption as set forth therein. The
Lessee hereby approves the terms and conditions of the Indenture and the Bonds, and of the
terms and conditions under which the Bonds will be issued, sold and delivered.

The consideration for the issuance and sale of the Bonds shall be the conveyance of the
Project Site to the Issuer and the expenditures made for the acquisition, construction, equipping
and installation of the Project and any other moneys necessary for the costs of issuance of the
Project. Pending the disbursement pursuant to Section 3.4 hereof, the monetary proceeds, if any,
so deposited in the Project Fund, together with any investment eamings thereof, shall constitute a
part of the Revenues assigned by the Issuer to the payment of Bond Service Charges as provided
in the Indenture. The consideration for the issuance of additional series of Bonds shall be
evidenced by bills of sale and assignments.

At the request of the Lessee, and for the purposes and upon fulfillment of the conditions
specified in the Indenture, the Issuer may provide for the issuance, sale and delivery of
Additional Bonds and use the proceeds from the sale thereof for any additions to the Project.

Section 3.4  Disbursements from the Project Fund. Subject to the provisions below,
disbursements from the Project Fund of moneys if any moneys are retained in the Project Fund
shall be made, by execution and delivery to the Trustee of a disbursement request substantially in
the form attached hereto and incorporated herein by reference as Exhibit C, only to reimburse or
pay the Lessee, or any Person designated by the Lessee, for the following Project Costs:

(a) Costs incurred directly or indirectly for or in connection with the
acquisition, construction, equipping and installation of the Project, including costs incurred in
respect of the Project for preliminary planning and studies; architectural, legal, engineering,
accounting, consulting, supervisory and other services; labor, services and materials; and
recording of documents and title work;

(b) Premiums attributable to any surety bonds and insurance required to be

taken out and maintained during the Installation Period with respect to the Project Site and the
Project Facilities;
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(c) Taxes, assessments and other governmental charges in respect of the
Project that may become due and payable during the Installation Period;

(d) Costs incurred directly or indirectly in seeking to enforce any remedy
against any contractor or subcontractor in respect of any actual or claimed default under any
contract relating to the Project Facilities;

(e) Financial, legal, accounting, printing and engraving fees, charges and
expenses incurred in connection with the authorization, sale, issuance and delivery of the Bonds,
including, without limitation, the fees and expenses of the Trustee and its counsel, and the Issuer
and its counsel, and any paying agent properly incurred under the Indenture that may become
due and payable during the Installation Period;

§3) Any other costs, expenses, fees and charges properly chargeable to the
cost of acquisition and installation of the Project; and/or

(g) Payment of interest on the Bonds during the Installation Period.

Any disbursement from the Project Fund for the payment of Project Costs shall be made
by the Trustee only upon the written order of the Authorized Lessee Representative. Each such
written order shall be in substantially the form of the disbursement request attached hereto as
Exhibit C. In case any contract provides for the retention of a portion of the contract price, there
shall be paid from the Project Fund only the net amount remaining after deduction of any such
portion, and only when that retained amount is due and payable, may it be paid from Project
Fund.

Any moneys in the Project Fund remaining after the Completion Date and payment, or
provision for payment, in full of the Project Costs, at the written direction of the Authorized
Lessee Representative, promptly shall be:

(a) used for the purchase of the Bonds in the open market for the purpose of
cancellation at prices not exceeding the full market value thereof plus accrued interest thereon to
the date of payment therefor;

(b) paid into the Bond Fund to be applied to the redemption of the Bonds; or

() used to accomplish a combination of the foregoing as is provided in that
direction.

Section 3.5  Intentionally Omitted.

Section 3.6  Completion Date. The Lessee shall cause the Issuer and the Trustee to be
notified of the Completion Date by a certificate signed by the Authorized Lessee Representative
stating:

(a) The date on which the Project Facilities were substantially completed,
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(b) All other facilities necessary in connection with the Project have been
acquired, constructed, equipped and installed,

(c) The acquisition, construction, equipping and installation of the Project
Facilities and those other facilities have been accomplished in such a manner as to conform with
all applicable zoning, planning, building, environmental and other similar governmental
regulations, and

(d) Except for items the Lessee is contesting, all costs of that acquisition,
construction, equipping and installation then or theretofore due and payable have been paid.

That certificate shall state that it is given without prejudice to any rights against third parties
which then exist or subsequently may come into being. The certificate shall be delivered as
promptly as practicable after the occurrence of the events and conditions referred to in
subsections (a) through (d) of this Section.

Section 3.7  Investment of Fund Moneys. At the oral request (promptly confirmed in
writing) or written request of the Authorized Lessee Representative, any moneys held as part of

the Bond Fund or the Project Fund shall be invested or reinvested by the Trustee in Eligible
Investments in accordance with Section 5.5 of the Indenture.

ARTICLE 4

LEASE OF PROJECT TO LESSEE;
PROVISIONS FOR PAYMENT

Section 4.1  Lease of Project; Lease Payments and Other Amounts Payable.

(a) The Issuer hereby leases the Project to the Lessee and the Lessee hereby
leases the Project from the Issuer upon the terms and conditions of this Agreement. The term of
this Agreement shall commence on the date of issuance of the Bonds, and shall expire on the
date when the Bonds are paid or otherwise satisfied in full as provided in the Indenture, and all
other sums payable by or on behalf of the Lessee under this Agreement shall have been paid or
otherwise satisfied, except for obligations of the Lessee under Sections 4.2, 5.4 and 5.5 hereof.

(b) The Issuer covenants with the Lessee that so long as the Lessee observes
and performs the terms and conditions of this Agreement, the Lessee shall have during the lease
term sole and exclusive possession of the Project, and the Lessee shall be entitled to quiet
enjoyment of the Project, except that the Issuer does not covenant any greater title or enjoyment
than the Lessee has previously conveyed or shall cause to be conveyed to the Issuer.

(©) The Lessee covenants and agrees that upon the sale and delivery by the
Issuer of the Bonds, the Lessee will make or cause to be made Lease Payments or otherwise
satisfy the Lease Payments during the term of the Agreement directly to the Trustee or as
otherwise set forth in an agreement pursuant to Section 3.9 of the Indenture for the account of the
Issuer, as and for the repayment of the Bond Service Charges on the Bonds on December 31,
commencing December 31, 2001:
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The Lessee agrees to have paid to the Trustee, the Paying Agent, the Authentica‘tihg
Agent, the Registrar and any other such fiduciary, the reasonable and necessary fees and
expenses of such fiduciary, as and when the same become due, upon submission of a statement
therefor.

In the event the Lessee should fail to satisfy the terms of this Section, the item or
installment in default shall continue as an obligation of the Lessee until the amount in default
shall have been fully paid or otherwise satisfied, and the Lessee agrees to satisfy the same.

In the event the Lessee should fail to satisfy any of the Lease Payments required in this
Section when due, the failure shall continue as an obli gation of the Lessee until the amount in
default shall have been fully satisfied.

The Lessee also agrees that it shall satisfy the Lease Payments provided in this
Agreement regardless of whether or not the Project is used or useful, existing or non-existing or
whether any applicable laws, regulations or standards prevent or prohibit the use of the Project.

So long as no Event of Default has occurred and is subsisting hereunder, Lease Payments
shall be used by the Trustee for satisfaction of Bond Service Charges.

Except for such interest of the Lessee as may hereafter arise pursuant to Section 10.2
hereof or Section 5.8 of the Indenture, the Lessee and the Issuer each acknowledges that neither
the Lessee nor the Issuer has any interest in the Bond Fund and any moneys deposited therein
shall be in the custody of and held by the Trustee in trust for the benefit of the Holders.

Section4.2  Additional Payments. The Lessee shall cause to be paid to the Issuer, as
Additional Payments hereunder, any and all costs and expenses incurred or to be paid by the
Issuer in connection with the issuance and delivery of the Bonds and Additional Bonds or
otherwise related to actions taken by the Issuer under this Agreement or the Indenture.

Section 4.3 Place of Payments. The Lessee shall make all monetary Lease Payments
directly to the Trustee at its principal corporate trust office or as otherwise set forth in any
agreement entered into in accordance with Section 3.9 of the Indenture. Additional Payments
shall be made directly to the person or entity to whom or to which they are due.

Section 4.4  In-Lieu of Payments. The Lessee shall pay to the Issuer, pursuant to the
In-Lieu of Tax Payments Agrecment (the "Tax Payments Agreement"), as set forth in Exhibit D
attached hereto, In-Lieu of Payments (as defined in the Tax Payments Agreement) on behalf of
the Issuer beginning in 2003 in accordance with the schedule included therein.

Section 4.5  Obligations Unconditional. Subject to Section 10.10, the obligations of
the Lessee to make Lease Payments and Additional Payments shall be absolute and
unconditional, and the Lessee shall make such payments or otherwise satisfy the Lease Payments
and Additional Payments without abatement, diminution or deduction regardless of any cause or
circumstances whatsoever including, without limitation, any defense, set-off, recoupment or
counterclaim which the Lessee may have or assert against the Issuer, the Trustee or any other
Person.

12

DY010:00DY1:141995:LOUISVILLE



ULUMAM CUUIN T T

D663 PG 39

M miiase My

Section 4.6  Assignment of Agreement and Revenues. To secure the payment of or

otherwise satisfy Bond Service Charges, the Issuer shall assign to the Trustee, by the Indenture,
its rights under and interest in this Agreement (except for the Unassigned Issuer's Rights) and the
Revenues. The Lessee hereby agrees and consents to those assignments.

ARTICLE 5

ADDITIONAL AGREEMENTS AND COVENANTS

Section 5.1  Right of Inspection. Subject to reasonable security and safety regulations
and upon two Business Days' notice, the Trustee, and its agents, shall have the right during
normal business hours to inspect the Project and the books and records of the Lessee with respect
thereto.

Section 5.2 Assignment by Lessee. This Agreement may be assigned by the Lessee
subject to each of the following conditions:

(a) The assignee shall assume in writing the obligations of the Lessee
hereunder to the extent of the interest assigned.

(b) The Lessce shall, within 30 days after the delivery thereof, furnish or
cause to be furnished to the Issuer and the Trustee a true and complete copy of each such
assumption of obligations and assignment.

Section 5.3  Special Covenants. The Lessee covenants as follows:

(a) The Lessee will promptly cause to be paid, as the same become due, (i) all
taxes and governmental charges of any kind whatsoever that may at any time be lawfully
assessed or levied against or with respect to the Project or any machinery, equipment or other
property installed or brought by the Lessee therein or thereon, (ii) all utility and other charges
incurred in the operation, maintenance, use, occupancy and upkeep of the Project, and (iii) all
assessments and charges lawfully made by any governmental authority for public improvement,
as such assessments and charges become due. The Lessee may in good faith contest or litigate
any such taxes, assessments and other charges, and, in the event of such contest or litigation, may
permit the taxes, assessments or other charges so contested or litigated to remain unpaid during
the period of such contest or litigation and any appeal therefrom, if, during such period
enforcement of any such contested or litigated item shall be effectively stayed. Further the
Lessee may and in its own name apply for any tax exemption from payment in lieu of taxes
allowed by the Commonwealth, or any political or taxing subdivision thereof under any existing
or future provision of law which grants or may grant any such tax exemption or exemptions from
payments in lieu of taxes;

(b) The Lessee acknowledges and agrees that the Issuer shall have no
obligation to insure the Project or any part thereof, and no responsibility for any damage or
destruction thereof. During the acquisition, construction, installation and equipping of the
Project, and throughout the Lease Term, the Lessee shall cause the Project to be insured against
such property and personal injury risks as is consistent with its insurance practices in effect from
time to time, including self insurance. In lieu of separate insurance policies, such insurance may
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be in the form of a blanket insurance policy or policies of the Lessee. Insurance policies may be
written with deductible amounts and exceptions and exclusions as the Lessee deems necessary in
the normal course of its business. The Issuer and the Trustee shall be named as additional
insureds under any such insurance policy or policies, as their respective interests may appear.
The Net Proceeds of the insurance carried pursuant to the provisions of this Section 5.3(b) shall
be paid to the Lessee and applied to the repair or replacement of the Project, the redemption of
the Bonds or any portion thereof, or for such other use as the Lessee shall determine; provided,
however, that no damage to, or destruction of, the Project shall affect the Lessee’s obligation to
pay rent hereunder, or entitle the Lessee to reduce or otherwise diminish its rental payments.

The Lessee shall furnish to the Issuer and the Trustee at closing and annually
thereafter a certificate of the Authorized Lessee Representative or other evidence satisfactory to
the Issuer and the Trustee that it is in compliance with the requirements of this Section 5.3(b) and
that such insurance provides coverage of at least [$5,000,000] for third party liability.

All claims made under any insurance policies carried pursuant to the requirement
of this Section 5.3(b), regardless of amount, may be adjusted by the Lessee with the insurers.

Section 5.4  Indemnification. In addition to, and not in lieu of, the indemnification
provided in Section 5.5 hereof, the Lessee releases the Issuer and the Trustee from, agrees that
the Issuer and the Trustee shall not be liable for, and causes to be indemnified the I[ssuer and the
Trustee against, all liabilities, claims, and reasonable out of pocket costs and expenses imposed
upon, incurred by or asserted against the Issuer or the Trustee on account of: (a) any loss or
damage to property or injury to or death of or loss by any person that may be occasioned by any
cause whatsoever pertaining to the maintenance, operation and use of the Project; (b) any breach
or default on the part of the Lessee in the performance of any covenant or agreement of the
Lessee under this Agreement, or any related document, or arising from any act or failure to act
by the Lessee, or any of its agents, contractors, servants, employees or licensees; (c) the
authorization, issuance, sale, trading, redemption or servicing of the Bonds, and the provision of
any information or certification furnished in connection therewith concerning the Bonds, the
Project or the Lessee including, without limitation, any information furnished by the Lessee for,
and included in, or used as a basis for preparation of, any certifications furnished by the Issuer;
(d) any failure of compliance with the provisions of the Act; and (e) any claim, action or
proceeding brought with respect to the matters set forth in (a), (b), (c) and (d) above.

The Lessee agrees to indemnify the Trustee for and to hold it harmless against all
liabilities, claims, and reasonable out of pocket costs and expenses incurred without gross
negligence or willful misconduct on the part of the Trustee, on account of any action taken or
omitted to be taken by the Trustee in accordance with the terms of this Agreement, the Bonds or
the Indenture, including the acceptance and administration of the trusts established under the
Indenture or any action taken at the request of or with the consent of the Lessee, including the
costs and expenses of the Trustee in defending itself against any such claim, action or proceeding
brought in connection with the exercise or performance of any of its powers or duties under this
Agreement, the Bonds or the Indenture.

The Lessee agrees to have indemnified the [ssuer for and to hold it harmless against all
liabilities, claims, and reasonable out of pocket costs and expenses incurred on the part of the
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[ssuer on account of any alleged defect in the title of the Project Site, including the costs and
expenses of the Issuer in defending itself against any such claim, action or proceeding brought in
connection with the alleged defect.

In case any action or proceeding is brought against the Issuer or the Trustee in respect of
which indemnity may be sought hereunder, the party seeking indemnity promptly shall give
notice of that action or proceeding to the Lessee, and the Lessee upon receipt of that notice shall
have the obligation and the right to have assumed the defense of the action or proceeding;
provided, that failure of a party to give that notice shall not relieve the Lessee from any of its
obligations under this Section unless that failure prejudices the defense of the action or
proceeding by the Lessee. At its own expense, an indemnified party may employ separate
counsel and participate in the defense. The Lessce shall not be liable for any settlement made
without its consent, which consent shall not be unreasonably withheld.

The indemnification set forth above is intended to and shall include the indemnification
of all affected officials, directors, officers and employees of the Issuer and the Trustee,
respectively. That indemnification is intended to and shall be enforceable by the Issuer and the
Trustee, respectively, to the full extent permitted by law.

Section 5.5 Environmental Use of Project.

The Lessee shall cause the Project not to be used in any manner so as to violate
any applicable law, rule, regulation or ordinance of any governmental body or in such manner as
to vitiate insurance upon the Project.

(a) The Lessee agrees to and shall indemnify, hold harmless, and defend the
[ssuer, its members, officials, agents and employees from and against any and all claims, losses,
damages, expenses, causes of action, lawsuits, government regulatory enforcement actions, and
liability (individually, a “Claim” collectively, “Claims™) asserted against the Issuer arising out of
alleged or actual “environmental contamination” (hereinafter defined) arising from the Project.

(b) “Environmental contamination” as used herein shall mean damages to
persons or property or violations of state or federal environmental laws or regulations arising out
of the Project, the Project facility or the operations of the Project with respect to but not limited
to air emissions, water effluent discharges, and waste generation, transportation, storage,
disposal, or the handling of hazardous materials.

() The Issuer shall promptly notify the Lessee in writing after any Claim is
made, brought or asserted, in any event, in writing, against the Issuer, and as to which the Issuer
has actual knowledge by receipt of such written notification. The Lessee shall promptly notify
the Issuer in writing after any Claim is made, brought or asserted against the Lessee.

d) The Issuer shall cooperate with the Lessee, including but not limited to,
assisting in defense Claims, but solely at the cost of Lessee. In the event the Issuer provides
notice to the Lessee under Section 5.5(c), the Lessee shall handle and control the defense of all
Claims and the Lessee’s decision on litigation and settlement and all other such aspects shall be
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final; provided, however, no settlement or decision shall impose upon the Issuer by
apportionment or otherwise, any loss, damage or liability as a result thereof.

(e) The provisions of this Section 5.5 shall survive the termination of this
Lease and shall continue in full force and effect, binding the Lessee to the provisions of this
Section 5.5 without regard to the manner of termination of this Lease.

ARTICLE 6
REDEMPTION OF PROJECT BONDS

Section 6.1  Optional Redemption. At any time and from time to time, the Lessee may
deliver moneys or evidence of other consideration to the Trustee in addition to Lease Payments
or Additional Payments required to be made. Any moneys so delivered shall be held by the
Trustee in a special account in the Bond Fund and delivery of those moneys or evidence of other
consideration shall not operate to abate or postpone Lease Payments or Additional Payments
otherwise becoming due or to alter or suspend any other obligations of the Lessee under this
Agreement. Such optional redemption shall be in accordance with the provisions of Section
4.1(b) of the Indenture.

Section 6.2  Actions by Issuer. At the request of the Lessee or the Trustee, the Issuer
shall take all steps required of it under the applicable provisions of the Indenture or the Bonds to
effect the redemption of all or a portion of the Bonds pursuant to this Article 6.

ARTICLE 7
EVENTS OF DEFAULT AND REMEDIES
Section 7.1  Events of Default. Each of the following shall be an Event of Default:

(a) The Lessee shall fail to pay or otherwise satisfy any Lease Payment when
due and such nonpayment or nonsatisfaction shall continue for a period of twenty (20) days after
notice from the Trustee of such nonpayment or nonsatisfaction is provided to the Lessee;

(b) The Lessee shall fail to provide satisfaction acceptable to the Holders or
fail to deliver to the Trustee, or cause to be delivered on its behalf, the moneys in order to
redeem any outstanding Bonds in the manner and upon the date requested in writing by the
Trustee when due;

() The Lessee shall fail to observe and perform any other agreement, term or
condition contained in this Agreement and the continuation of such failure for a period of sixty
days after notice thereof shall have been given to the Lessee by the Issuer or the Trustee, or for
such longer period as the Issuer and the Trustee may agree to in writing; provided, that if the
failure is other than the payment of money and is of such nature that it can be corrected but not
within the applicable period, that failure shall not constitute an Event of Default so long as the
Lessee institutes or has instituted curative action within the applicable period and diligently
pursues that action to completion;
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Notwithstanding the foregoing, if, by reason of Force Majeure or other similar
circumstance beyond the control of the Lessee, the Lessee is unable to perform or observe any
agreement, term or condition hereof (other than the payment or satisfaction of Lease Payments)
which would give nise to an Event of Default under subsection (c) hereof, the Lessee shall not be
deemed in default during the continuance of such inability. However, the Lessee shall promptly
give notice to the Trustee and the Issuer of the existence of an event of Force Majeure and shall
use its best efforts to remove the effects thereof;, provided that the settlement of strikes or other
industrial disturbances shall be entirely within its discretion.

The term Force Majeure shall mean, without limitation, Acts of God; strikes, lockouts or
other industrial disturbances; acts of public enemies; orders or restraints of any kind of the
government of the United States of America or of the Commonwealth or any of their
departments, agencies, political subdivisions or officials, or any civil or military authority;
insurrections; civil disturbances; riots, epidemics; landslides; lightning; earthquakes; fires;
hurricanes; tomados; storms; droughts; floods, arrests; restraint of government and people;
explosions; partial or entire failure of utilities; shortages of labor, materials, supplies or
transportation not the fault of the Lessee.

Section 7.2 Remedies on Default. Whenever an Event of Default shall have happened
and be subsisting, any one or more of the following remedial steps may be taken:

(a) The Issuer may accelerate the total of all the Lease Payments;

(b) If acceleration of the principal amount of the Bonds has been declared
pursuant to Section 7.3 of the Indenture, the Trustee shall declare all Lease Payments to be
immediately due, whereupon the same shall become immediately due;

(c) The Issuer or the Trustee may have access to, inspect, examine and make
copies of the books, records, accounts and financial data of the Lessee pertaining to the Project;
or

(d) The Issuer or the Trustee may pursue all remedies now or hereafter
existing at law or in equity to collect all amounts then due and thereafter to become due under
this Agreement or to enforce the performance and observance of any other obligation or
agreement of the Lessee under those instruments.

Notwithstanding the foregoing, the Issuer shall not be obligated to take any steps which
in its opinion will or might cause it to expend time or money or otherwise incur liability unless
and until a satisfactory indemnity bond has been furnished to the Issuer at no cost or expense to
the Issuer. Any amounts collected as Lease Payments or applicable to or in satisfaction of Lease
Payments and any other amounts which would be applicable to payment or in satisfaction of
Bond Service Charges collected pursuant to action taken under this Section shall be paid, if
moneys, into the Bond Fund and applied in accordance with the provisions of the Indenture or, if
the outstanding Bonds have been paid or otherwise satisfied and discharged in accordance with
the provisions of the Indenture, shall be paid or otherwise satisfied as provided in Section 5.8 of
the Indenture for transfers of remaining amounts in the Bond Fund.
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The provisions of this Section are subject to the further limitation that the rescission by
the Trustee of its declaration that all of the Bonds are immediately due also shall constitute an
annulment of any corresponding declaration made pursuant to subsection (b) of this Section and
a waiver and rescission of the consequences of that declaration and of the Event of Default with
respect to which that declaration has been made, provided that no such waiver or rescission shall
extend to or affect any subsequent or other default or impair any right consequent thereon.

If an Event of Default shall happen and is continuing, in case there shall be pending
proceedings for the bankruptcy or for the reorganization of the Lessee under the federal
bankruptcy laws or any other applicable law, or in case a receiver or trustee shall have been
appointed for the property of the Lessee or in the case of any other similar judicial proceedings
relative to the Lessee, or to the creditors or property of the Lessee, the Trustee shall be entitled
and empowered, by intervention in such proceedings or otherwise, to file and prove a claim or
claims for the whole amount owing and unpaid pursuant to this Agreement, irrespective of
whether the principal of the Bonds or any amount thereunder shall then be due as therein or
herein expressed or by declaration or otherwise, and irrespective of whether the Trustee shall
have made any demand pursuant to the provisions of this Section 7.2 or of Section 7.2 of the
Indenture, and, in case of any judicial proceedings, to file such proofs of claim and other papers
or documents as may be necessary or advisable in order to have the claims of the Trustee
allowed in such judicial proceedings relative to the Lessee, its creditors, or its property, and to
collect and receive any moneys or other property payable or of its charges and expenses; and any
receiver, assignee or trustee in bankruptcy is hereby authorized to make such payments to the
Trustee, and to pay to the Trustee any amount due it for compensation and expenses, including
reasonable counsel fees incurred by it up to the date of such distribution.

Section 7.3 No Remedy Exclusive. No remedy conferred upon or reserved to the
[ssuer or the Trustee by this Agreement is intended to be exclusive of any other available remedy
or remedies, but each and every such remedy shall be cumulative and shall be in addition to
every other remedy given under this Agreement, or now or hereafter existing at law, in equity or
by statute. No delay or omission to exercise any right or power accruing upon any default shall
impair that right or power or shall be construed to be a waiver thereof, but any such right and
power may be exercised from time to time and as often as may be deemed expedient. In order to
entitle the Issuer or the Trustee to exercise any remedy reserved to it in this Article, the Issuer or
the Trustee must notify the Lessee upon the occurrence of an Event of Default.

Section 7.4  Agreement to Pay Attorneys' Fees and Expenses. If an Event of Default
should occur and the Issuer or the Trustee should incur expenses, including attorneys' fees, in
connection with the enforcement of this Agreement, the Lessee shall have reimbursed the Issuer
and the Trustee, as applicable, for the reasonable expenses so incurred upon demand.

Section 7.5  No Waiver. No failure by the Issuer or the Trustee to insist upon the strict
performance by the Lessee of any provision hereof shall constitute a waiver of their right to strict
performance and no express waiver shall be deemed to apply to any other existing or subsequent
right to remedy the failure by the Lessee to observe or comply with any provision hereof.

Section 7.6  Notice of Default. The Lessee shall have delivered to the Trustee
promptly upon becoming aware of the occurrence of any Event of Default hereunder a certificate
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of any Authorized Lessee Representative or the Lessee to such effect setting forth the details
thereof and the actions to be taken with respect thereto.

ARTICLE 8
DAMAGE, DESTRUCTION AND CONDEMNATION

Section 8.1  Damage and Destruction. Unless the Lessee shall have exercised its
options to prepay the Bonds in whole, terminate the Lease Term and purchase the Project, if
prior to payment in full of the Bonds the Project is damaged or destroyed by fire or other
casualty, the Lessee shall be obligated to continue to cause to be paid or otherwise satisfied the
Lease Payments and shall promptly replace, repair, rebuild or restore the property damaged to
substantially the same condition as existed prior to the event causing such damage, with such
changes, alterations and modifications (including the substitution and addition of other property)
as may be desired by the Lessee and as will not impair operating unity of the Project or change
its character to such an extent that its ownership by the Issuer would not be permitted under the
Act.

Section 8.2  Condemnation. Unless the Lessee shall have exercised its options to
prepay the Bonds in whole, terminate the Lease Term and purchase the Project, if the title in and
to, or the temporary use of, the Project or any part thereof shall be taken under the exercise of the
power of eminent domain by any governmental body or by any person, firm or corporation
acting under governmental authority, the Lessee shall be obligated to continue to cause to be paid
or otherwise satisfied the Lease Payments, and, to the extent the Lessee deems it necessary, shall
cause the restoration of the Project to substantially the same condition as it existed prior to the
exercise of the said power of eminent domain, or shall acquire and install other machinery,
equipment or related property suitable for the Lessee’s operations at the Project, title to which
machinery, equipment or related property will be conveyed to the Issuer by bill of sale and which
will be deemed a part of the Project and available for use and occupancy by the Lessee without
additional Lease Payments.

Section 8.3  Proceeds of Insurance and Condemnation Awards. All Net Proceeds of
insurance resulting from claims for such losses and all Net Proceeds of any condemnation award

shall be paid to the Lessee.

ARTICLE 9

CONVEYANCE OF PROJECT TO LESSEE; GRANTS OF EASEMENTS

Section 9.1  Option to Purchase Unimproved Project Site. The Lessee shall have, and
is hereby granted, an option to purchase any unimproved portion of the Project Site at any time,
at a purchase price equal to $1.00 per acre of the portion of the Project Site to be purchased,
provided that it furnishes the Issuer and Trustee with the following:

(a) a written notice containing (i) an adequate legal description of that portion
of, or interest in, the Project Site with respect to which such option is to be exercised, (ii) a
statement that the Lessee intends to exercise its option to purchase such portion of, or interest in,
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the Project Site on a date stated, which shall not be less than five (5) days nor more than ninety
(90) days from the date of such notice, and (iii) proof that the portion of the Project Site to be
conveyed is not necessary for the use and occupancy of the Project; and

(b) an amount of money or other consideration equal to the purchase price
computed as provided in this Section, together with any other costs incurred by the Issuer
associated with such conveyance.

The Issuer agrees that upon receipt of the notice, certificate and money or other consideration
required in this Section to be furnished to it by the Lessee, the Issuer will promptly deliver the
same to the Trustee for deposit in the Bond Fund, if money, and secure from the Trustee a
release from the liens and/or security interests afforded by the Indenture of such portion of, or
interest in, the Project Site with respect to which the Lessee shall have exercised the option
granted to it in this Section subject to any right and title reserved in and to the Issuer and that
thereafter such portion or interest shall not be deemed to be a portion of the Project Site. If the
Lessee shall exercise the option granted to it under this Section, the Lessee shall not be entitled
to any diminution in or postponement or abatement of the rents payable under this Agreement.

If the Lessee purchases any unimproved part of, or interest in, the Project Site pursuant to
this Section, the Lessee and the Issuer agree that all walls presently standing or hereafter erected
on or contiguous to the boundary line of the portion of, or interest in, the Project Site so
purchased shall be party walls and each party grants the other a 10-foot easement adjacent to any
such party wall for the purpose of inspection, maintenance, repair and replacement thereof and
the tying-in of new construction.

Section 9.2  Conveyance upon Expiration of Term of Agreement. When the term of

this Agreement has expired and the Bondholder certifies to the Issuer that all of the Bonds,
including principal and interest and all other obligations incurred and to be incurred by the Issuer
in connection with the Project and under the Indenture and this Agreement have been satisfied
and Section 9.4 hereof has been satisfied, the Issuer shall promptly, or direct the Trustee
promptly to, have transferred, conveyed, released, alienated, assigned and set over to the Lessee
all of the Trustee's and the Issuer's title and interest in and to the Project by a good and sufficient
deed and such other legal instruments as may be required therefor. The obligations specified in
this section shall be and remain prior and superior to the Indenture and may be exercised whether
or not the Lessee is in default hereunder provided that such default will not result in
nonfulfillment of any condition to this right.

Section 9.3 General Option to Purchase Prior to Expiration of Agreement. The Lessee
shall have and may exercise on any date upon which the Bonds may be redeemed pursuant to the
Indenture prior to the expiration of the term of this Agreement, the option to purchase the Project
under the provisions of this Section upon paying or causing to be paid to the Trustee or otherwise
satisfying the purchase price therefor in an amount as provided in Section 9.4 of this Agreement.
The Lessee may exercise such option by giving written notice thereof to the Issuer and the
Trustee pursuant to Article 10hereof and by making payments or otherwise providing
consideration as provided in this Agreement.
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Section 9.4  Purchase Price. The purchase price pursuant to Section 9.2 of this
Agreement shall be the sum of One Dollar ($1.00) plus, in the case of Section 9.3, such
additional amount, if any, which, with all other funds available therefor, or other consideration in
lieu thereof, will be sufficient to provide for satisfaction of all Bonds in conformity with the
Indenture and all other obligations incurred and to be incurred by the Issuer in connection with
the Project and under the Indenture and this Agreement. Such satisfaction of the Bonds shall
include the Bond Service Charges for all of the Bonds, and any expenses in connection with such
satisfaction.

Section 9.5  Date of Settlement. The purchase price of the Project under Section 9.4 of
this Agreement shall be paid or otherwise satisfied on a date of settlement and at a place to be
mutually agreed upon by the Trustee, the Issuer and the Lessee which shall be on or after the
maturity date or the redemption date of the Bonds in whole. The purchase price, if in money,
shall be paid to the Trustee on behalf of the Issuer in such coin or currency of the United States
of America or in direct United States Government Obligations, or adequate consideration for the
purchase price shall otherwise be provided and the Issuer shall contemporaneously convey to the
Lessee all of the Issuer’s right, title and interest in and to the Project by a good and sufficient
deed and such other legal instruments as shall be required therefor. The Lessee shall cause to be
borne all costs and expenses in connection with the preparation of the documents of conveyance
and the delivery hereof and all fees, assessments, taxes and charges incurred by the Issuer and
payable in connection with the conveyance of title to the Project. Upon conveyance of title and
payment therefor as aforesaid, this Agreement shall cease and terminate and all obligations of the
Lessee hereunder, except obligations pertaining to Sections 4.2, 5.4 and 5.5 of this Agreement,
shall be terminated and extinguished.

In no event, however, shall title to the Project be conveyed to the Lessee until the
Bondholder certifies to the Issuer that all of the Bonds, including principal and interest, and all
other obligations incurred by the Issuer under the Indenture and this Agreement have been
satisfied.

Section 9.6  Easements. Upon the request by or on behalf of the Lessee, the Issuer
agrees to grant, modify or release to the Lessee or other parties during the term of this
Agreement, such easements with respect to the Project Site, as the Lessee may need or desire in
order to conduct its business, or commence construction or improvement on or about the
property of the Lessee.

ARTICLE 10
MISCELLANEOUS

Section 10.1 Term of Agreement. This Agreement shall be and remain in full force and
effect from the date of delivery of the Bonds to the Original Purchaser until such time as all of
the obligations and requirements of Article 9 hereof have been satisfied, except that the
obligations of the Lessee set forth in Sections 4.2, 5.4 and 5.5 hereof shall survive any
termination of this Agreement.
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Section 10.2 Amounts Remaining in Funds. Any amounts in the Bond Fund remaining
unclaimed by the Holders of Bonds for seven years after the due date thereof (whether at stated
maturity, by redemption or otherwise), at the option of the Lessee, shall be deemed to belong to
and shall be paid to the Lessee.

Section 10.3 Notices. All notices, certificates, requests or other communications
hereunder shall be in writing and shall be deemed to be sufficiently given when received by
registered or certified mail, postage prepaid, and addressed to the appropriate Notice Address. A
duplicate copy of each notice, certificate, request or other communication given hereunder to the
Issuer, the Lessee or the Trustee shall also be given to the others. The Lessee, the Issuer and the
Trustee, by notice given hereunder, may designate any further or different addresses to which
subsequent notices, certificates, requests or other communications shall be sent.

Section 10.4 Extent of Covenants of the Issuer; No Personal Liability. All covenants,
obligations (including the obligation to pay or otherwise satisfy Lease Payments), and
agreements (collectively hereinafter referred to as the "Covenants") of the Issuer contained in
this Agreement or the Indenture shall be effective to the extent authorized and permitted by
applicable law. No such Covenant shall be deemed to be a Covenant of any present or future
director, officer, agent or employee of the Issuer, the Legislative Authority, the Commonwealth,
any agency or political subdivision thereof in other than his official capacity, and neither the
directors of the Legislative Authority nor any official executing the Bonds nor any official,
employee or agent of the Issuer, the Commonwealth, any agency or political subdivision thereof
shall be liable personally on the Bonds or be subject to any personal liability or accountability by
reason of the issuance thereof or by reason of the Covenants of the Issuer contained in this
Agreement or in the Indenture. THE BONDS AND THE COVENANTS SHALL NOT BE
DEEMED TO BE DEBTS OR OBLIGATIONS OF THE ISSUER, THE COMMONWEALTH
OR ANY AGENCY OR POLITICAL SUBDIVISION THEREOF, INCLUDING BUT NOT
LIMITED TO THE LEGISLATIVE AUTHORITY (EXCEPT AS OTHERWISE SET FORTH
IN THIS SECTION 10.4).

Section 10.5 Binding Effect. This Agreement shall inure to the benefit of and shall be
binding in accordance with its terms upon the Issuer, the Lessee and their respective permitted
successors and assigns provided that this Agreement may not be assigned by the Issuer except to
the Trustee, or as provided by law, pursuant to the Indenture or as otherwise may be necessary to
enforce or secure payment or satisfaction of Bond Service Charges. This Agreement may be
enforced only by the parties, their assignees and others who may, at law, stand in their respective
places. It is understood that the Lessee has an unrestricted right to assign all or any part of its
rights and obligations in the Lease, subject to the requirements of Section 5.2 hereof

Section 10.6 Amendments and Supplements. Except as otherwise expressly provided
in this Agreement or the Indenture, subsequent to the issuance of the Bonds and prior to all
conditions provided for in the Indenture for release of the Indenture having been met, this
Agreement may not be effectively amended, changed, modified, altered or terminated except in
accordance with the provisions of Article 11 of the Indenture, as applicable, and to provide for
the lease of additional portions of the Project to the Issuer.
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Section 10.7  Execution Counterparts. This Agreement may be executed in any number
of counterparts, each of which shall be regarded as an original and all of which shall constitute
but one and the same instrument.

Section 10.8 Severability. If any provision of this Agreement, or any covenant,
obligation or agreement contained herein is determined by a court to be invalid or unenforceable
that determination shall not affect any other provision, covenant, obligation or agreement, each
of which shall be construed and enforced as if the invalid or unenforceable portion were not
contained herein. That invalidity or unenforceability shall not affect any valid and enforceable
application thereof, and each such provision, covenant, obligation or agreement shall be deemed
to be effective, operative, made, entered into or taken in the manner and to the full extent
permitted by law.

Section 10.9 Governing Law. This Agreement shall be deemed to be a contract made
under the laws of the Commonwealth and for all purposes shall be governed by and construed in
accordance with the laws of the Commonwealth.

Section 10.10 Certificates by Lessor and Lessee. Each party hereto agrees at any time

and from time to time during the term of this Lease, within 15 days after written request from the
other party, to execute, acknowledge, and deliver to the other party a statement in writing
certifying that this Lease is unmodified and in full force and effect (or if there have been
modifications, that the same is in full force and effect as modified and stating the modifications),
and the dates to which the Lease Payments and other charges have been paid in advance, if any,
and stating whether or not, to the best knowledge of the signer of such certificate, the other party
hereto is in default in the performance of any covenant, agreement, or condition contained in this
Lease, and, if so, specifying each such default of which the signer may have knowledge and
containing such other information as may be reasonably requested.

[THE REMAINDER OF THIS PAGE IS LEFT INTENTIONALLY BLANK. SIGNATURES
ON FOLLOWING PAGES]
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IN WITNESS WHEREQOF, the Issuer and the Lessee have caused this Agreement to be
duly executed in their respective names, all as of the date hereinbefore written.

(SEAL) COUNTY OF OLDHAM, KENTUCKY,
as Issuer

b Yok

Title: Q\J"‘\JQ(WQ}SL “BQ W

y )
/ e Prs J?J&U?? .
1/6 Drppae, 4 £z vty ( v

COMMONWEALTH OF KENTUCKY )
p ) SS:
COUNTY OF _(d fam )

I, the undersigned, Notary Public in and for the Commonwealth and County aforesaid, do
hereby certify that on the day of «&f—— 2000, the foregoing instrument (including
Exhibits A, B, C and D attached) was produced to me in said County by John W. Black, and Ann
B. Brown, personally known to me and personally known by me to be the County
Judge/Executive and Fiscal Court Clerk, respectively, of the County, and acknowledged by them
to be their free act and deed as County Judge/Executive and Fiscal Court Clerk respectively, of
said Issuer and the free act and deed of said County as authorized by an ordinance of said Issuer.

Witness my hand thjs,zj’u day of 0(’1 -, 2000.
My Commission expires: Zlaid n oy 23 2003

Mﬁﬂidi

NOTARY PUBLI
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I, the undersigned, Notary Public in and for the
hereby certify that on the Q¥4 day o
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BLUEGRASS GENERATION COMPANY,

L.L.C., as Lessee W

By:

)

) SS:

)

2D

Rick A. Bov?en‘, Executive Vice President

and County aforesaid, do

, 2000, the foregoing instrument (including

Exhibits A, B, C and D attached) was produced to me in said County by Bluegrass Generation
Company, L.L.C., and acknowledged by him to be hisher free act and deed.

Witness my hand this &% day of Wuov

¢ s i
(A 33\ OTYPIGHRN CXMESR:L

X /] MY COMMISSION EXPIRES
e SEPT. 20, 2003

hd.'/./::—, eSS IS LSS S AL S S

THIS INSTRUMENT PREPARED BY:

P,

, 2000.

g ok RO

ST

é‘(\ N NOTARY PUBLIC, STATE OF TEXAS
> ‘e

Yot L-C et

[\

Alex P. Herrington, J.
STITES & HARBISON
1800 Capital Holding Center

400 West Market Street
Louisville, Kentucky 40202-3352
(502) 587-3400
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EXHIBIT A

PROJECT SITE
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Being a tract of land located in Oldham County, Kentucky being the same property conveyed to
James C. Carpenter and Frank G. Otte by Deed as recorded in Deed Book 321, Page 255 and
being a portion of the same property conveyed to James C. Carpenter and Frank G. Otte by deed
as recorded in Deed Book 321, Page 203. All Deed Books, Plat Books and Will Books
referenced herein are recorded in the office of the Oldham County Court Clerk. Unless
otherwise stated herein, any monument referred to as a “I.R. with cap” is a '2” diameter steel
number 4 bar, 18” long with yellow plastic cap stamped “Prop. Cor. LS 1771”. All bearings
herein are referenced from the state plane coordinate system. Said Tract “A” Being more
particularly described as follows:

Beginning at an [.R. with cap in the South line of the CSX railroad property, being 33.00 feet
from the center of the main track, being a common corner with the North East corner of a tract of
land conveyed to Leslie E. Whiteley and Deni Hamilton as recorded in Deed Book 316, Page
438; thence, leaving said Leslie E. Whiteley and Deni Hamilton and following said South line of
the CSX railroad North 45° 09° 19” East, 282.24 feet to an L.R. with cap; thence North 31° 51’
08 West, 10.26 feet to a ¥ Diameter iron pipe found, being 23 feet South of the main track;
thence, North 44° 58” 07" East, 972.39 feet to an I.R. with cap, being 24.6 feet South of the main
track; thence North 59° 23 00” East, 82.46 feet to an L.R. with cap, being 45.0 feet South of the
main track; thence, North 44° 47” 30” East, 161.84 feet to an L.R. with cap, being 45.0 feet South
of the main track; thence, North 21° 02’ 56” West passing a '4” Diameter iron rod at 3.1 feet,
21.92 feet in all to an L.R. with cap, being 25.0 feet from the main track; thence, North 44° 56°
46” East, 700.62 feet to an L.R. with cap, being in the east line of the Louisville Gas & Electric
Company easement; thence, leaving said CSX Railroad with a new line following the east edge
of said easement South 06° 35’ 56” West, 2929.38 feet to an [.R. with cap, being in the proposed
right-of-way of the Business Park Access Road; thence, leaving the east line of said easement
and following the North line of said proposed right-of-way South 55° 52° 28" West, 329.88 feet
to an L.R. with cap; thence, leaving said proposed right-of-way North 30° 44” 03" West, 509.10
feet to an L.R. with cap, being a common corner with said Leslie E. Whiteley and Deni Hamilton:
thence, leaving said new line and following said Leslie E. Whiteley and Deni Hamilton North
49° 44’ 29” West, 158.99 feet to a railroad spike in a fence post found; thence, North 35° 36° 26”
West, 376.37 feet to a '2” diameter iron rod found; thence, North 31° 26” 04” West, 278.85 feet
to a railroad spike in a walnut tree at the comer of a fence found; thence, North 37° 08’ 04” East,
121.41 feet to a ¥2” Diameter iron rod found; thence, North 38° 11° 22” West 439.08 feet to the
POINT OF BEGINNING containing 53.33 acres more or less.

TOGETHER WITH temporary construction easement rights and rights of egress and ingress as
set forth in Construction Easement recorded in Deed Book 633, Page 184, said records, over and
across the property described in Exhibit A-1 attached hereto.

Being the same property acquired by County of Oldham, Kentucky, a political subdivision duly
organized and validly existing under the laws of the Commonwealth of Kentucky, by Deed dated
November 30, 2000, of record in Deed Book -)(dgi , Page /5 | in the Office of the Clerk of
Oldham County, Kentucky.
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TEMPORARY CONSTRUCTION EASEMENT "A" (6.48 Acres)

Being a Temporary Easement located within the bounds of a tract of land located
in Qldham County Kantucky, conveyed to James C. Carpenter and Frank G. Otte
by Deed as recorded in Deed Book 321, Page 203. All Deed Books, Plat Books
and Will Books referenced herein are recorded in the office of the Oldham County
Court Clerk. Uniess otherwise stated hersin, any monumant referred to as an °I. R.
wilth cap® is 3 %" diameter steel number 4 bar, 18" long with yellow plastic cap
stamped ‘Prop. Cor. LS 1771°. All bearings herein are refarenced from the state

plane coordinate system. Said Temporary Construction Easement being more
particularly described as follows:

Beginning at an I. R. with cap in the South line of the CSX railroad property, being
33.00 feet from the center of tha main track, being a common comer with the
Northeast comer of a tract of land conveyed to Leslie E. Whiteley and Deni
Hamillon as recorded in Deed Book 316, Page 438 and being the northwest comer
of Tradd “A" as shown cn @ Boundary Survey by KieselMeyar Enginaers, Planners
and Survayors, Inc. dated 2-09-99; thenca, leaving said CSX and following said
Leslie E. Whitelay and Deni Hamilton and Tract A" S38011'22°E 43908 feetto a
%" diameter Iron rod; thence, S37-:08'C4"W 121.41 feet to a railroad spike in a
wainut tree; thence, S31.26'04°E 278.85' to a 4" diameter iron rod; thence,
S35.36'26°E 376.37 feel to a railroad spike in a post; thence, S43+44'29°E 158.99
feet to an |. R. with cap being a common comer with the remaining lands of said
Carpenter and Otte; thence, leaving said Leslie E. Whiteley and Deni Hamilton and
following said Tract *A" S30-44'03°W 509.10 feet to an I. R. with cap being in the
north line of the Business Park Road as racorded in Desd Book 612, Page 103;
thence, fallowing said rcad and said Tract A" N55052'28"W 329.88 feet to an |.R.
with cap and being the TRUE POINT OF BEGINNING; thence, leaving said road
and following said Tract *A” NOG<35'56°E 1106.00 feet to a point; thence, leaving
said Tradt "A” with a new sasament line within the bounds of said Carpenter and
Otte S30-44'03°E 846.14 fest to a point in the north line of said road; thence,
leaving sald new fine and following sald road with a curve (0 the left having a radius
of 4850.00 feat and the chord baing S57-21'18°W 250.63 feet to a point,
thance,$55052'28"W 420 .98 feet to the TRUE POINT OF BEGINNING

Said Temporary Easement containing 6.48 Acres more or less and subject to all
legal right-of-way, easements, excaptions and restrictions. Being Easament "A’
as shown on the Temporary Construction Easement Plat dated 12-09-99 by
Kiesal/Mayer Engineers, Plannars and Surveyars, inc.
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TEMPORARY CONSTRUCTION EASEMENT “B” (8.52 Acres)

Being a Temporary Easement located within the bounds of a tract of 1and located
in Oldham County Kentucky, conveyed to James C. Carpenter and Frank G. Otte
by Deed as racorded in Deed Book 321, Page 203. All Desd Books, Plat Books
and Will Books referenced herein are recorded in the office of the Oldham County
Court Clerk.  Unless otherwise stated harain, any monument referred to as an *l. R.
with cap” is a ‘A" diamater steal number 4 bar, 18" long with yellow plastic cag
stamped "Prop. Cor. LS 1771°. All bearings hersin ars raferenced from the state
plana coordinate systam. Said Temporary Construction Easement being mere
particularly dascribed as follows:

Beaginning at an I. R. with cap in the South line of the CSX railroad property, being

33.00 fest from the center of the main track, being & common comer with the

Northeast comer of a tract of land conveyed to Lesiie E. Whiteley and Deni

Hamilton as recorded in Deed Book 316, Page 438 and baing the northwest corner

of Tract "A” as shown on a Boundary Survey by Kiesal/Meyer Enginesrs, Planners

and Surveyors, Inc. dated 2-09-99; thence, leaving said CSX and following said

Leslie E. Whiteley and Deni Hamilton and Tract “A* S38¢11'22'E 433.08 feet to a

%" diameter iron rod; thence, S37:08'04"W 121.41 feet to a railroad spike in a

wainut tree, thence, S31+26'04°E 278.85' to a %" diameter iron rod; thencs,
$35:36°26°E 376.37 feet to a railroad spike in 8 post; thence, $43:44'29°E 158.99
feet to an {. R. with cap being a common comer with the remaining lands of said
Carpenter and Ctte; thence, leaving said L eslie E. Whiteley and Deni Hamilton and
following said Tract *A” $30-44'03"W 509.10 feet to an L. R. with cap being in the
norih line of the Business Park Road as recorded in Deed Book 612, Page 103;
thencs. lsaving said Tract *A” and crossing said road S30-44'03°E 100.17 feet to
a paint in the south line of said road and being the TRUE POINT OF BEGINNING:
thancs, following the south line of said road N55<52'28"E 756.78 feet 1o a point;
thance, with a curve to the right having a radius of 4750.00 feet and the chord being
N57-21'02°E 244.72 feet to a point; thence, leaving said road wilh new easement
lines within the bounds of said Carpenter and Otte S30-44'03"E 330.12 feetto a
point, thence, S51:51'43"W 1008 44 fee! to a point; thanca, N30:44'03"W 407.10
feet to the TRUE POINT OF BEGINN'NG

Said Temparary Easement containing 8.52 Acres more or less and subject to all
legal right-of-way, easements, exceptions and restrictions. Baing Easement *8° as

shown on the Temporary Consiruction Easement Plat dated 12-09-39 by
Kiesal/Meyer Enginesrs, Planners anc Surveyors, Inc
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FORM OF DISB ENT RE ST

STATEMENT NO. _ REQUESTING DISBURSEMENT
OF FUNDS FROM PROJECT FUND PURSUANT TO SECTION 3.4
OF THE LEASE AGREEMENT DATED AS OF NOVEMBER 1, 2000
BETWEEN THE COUNTY OF OLDHAM, KENTUCKY AND
BLUEGRASS GENERATION COMPANY, L.L.C.

Pursuant to Section 3.4 of the Lease Agreement (the "Agreement") between the County
of Oldham, Kentucky (the "Issuer") and Bluegrass Generation Company, L.L.C. (the "Lessee")
dated as of November 1, 2000, the undersigned Authorized Lessee Representative hereby
requests and authorizes Bank One Trust Company, National Association, as Trustee (the
"Trustee") with the prior written acknowledgement of receipt of this Disbursement Request by
the Trustee (as depository of the Project Fund created by the Trust Indenture, dated as of
November 1, 2000, by and between the Issuer and the Trustee, and defined in the Agreement), to
pay (i) to the Lessee or to the person(s) listed on the Disbursement Schedule hereto, and (i1)
thereafier to the Lessee out of the moneys deposited in the Project Fund the aggregate sum of
$ and to pay such person(s) or to reimburse the Lessee in full, as indicated in the
Disbursement Schedule, attached hereto, for the advances, payments and expenditures made by it
in connection with the items listed in the Disbursement Schedule.

In connection with the foregoing request and authorization, the undersigned hereby
certifies that:

(a) Each item for which disbursement is requested hereunder is properly
payable out of the Project Fund in accordance with the terms and
conditions of the Agreement and none of those items has formed the basis
for any disbursement heretofore made from said Project Fund.

(b) Each such item is or was necessary in connection with the acquisition,
construction, equipping and installation of the Project, as defined in the
Agreement.

(©) The Lessee has received, or will concurrently with payment receive
appropriate waivers of any mechanics' or other liens with respect to each
item for which disbursement is requested hereunder.

(d) This statement and all exhibits hereto, including the Disbursement
Schedule, shall be conclusive evidence of the facts and statements set forth
herein and shall constitute full warranty, protection and authority to the
Trustee for its actions taken pursuant hereto.
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(e) This statement constitutes the approval of the Lessee of each disbursement
hereby requested and authorized.

[The remainder of this page is left intentionally blank. Signatures appear on the following page.]
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This day of , 2000.

Authorized Lessee Representative

Acknowledged Receipt of
Disbursement Request No. :

This day of , 2000.

BANK ONE TRUST COMPANY, NATIONAL
ASSOCIATION

By:

Title:

DY010:00DY1:14199S:LOUISVILLE



N WY e

D663 PG 60

O NaM Con Nty

DISBURSEMENT SCHEDULE

STATEMENT NO. REQUESTING AND AUTHORIZING
DISBURSEMENT OF FUNDS FROM PROJECT FUND PURSUANT TO SECTION 3.4 OF
THE LEASE AGREEMENT DATED AS OF NOVEMBER 1, 2000 BETWEEN THE
COUNTY OF OLDHAM, KENTUCKY AND BLUEGRASS GENERATION COMPANY,
LLLC.

PAYEE AMOUNT PURPOSE
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IN-LIEU OF TAX PAYMENTS AGREEMENT
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IN-LIEU OF TAX PAYMENTS AGREEMENT

THIS IN-LIEU OF TAX PAYMENTS AGREEMENT (the “In-Lieu of Agreement”)
made and entered into as of November 1, 2000, by and between the COUNTY OF OLDHAM,
KENTUCKY (the “Issuer™), a political subdivision, duly organized and validly existing under
the laws of the Commonwealth of Kentucky, and BLUEGRASS GENERATION COMPANY,
L.L.C., a Delaware limited liability company (the “Lessee™).

RECITALS

WHEREAS, the Issuer is assisting the Lessee in funding the acquisition, construction,
installation and equipping of a natural gas fired electric power generation facility on certain
property located in the Oldham County, Kentucky (the “Project”) through the issuance from time
to time of up to four series of bonds in the aggregate principal amount not to exceed
$200,000,000 and designated County of Oldham, Kentucky Industrial Building Revenue Bonds,
Series 2000A, Series 2000B, Series 2001 A and Series 2002A (Bluegrass Generatiod Company,
L.L.C. Project) (the “Bonds”); and

WHEREAS, in connection with the issuance of the Bonds the Project will be conveyed to
the Issuer and leased back to the Lessee, resulting in the Project being exempt from real and
personal property taxes which have been or could be levied in the future, including but not
limited to taxes imposed by the Issuer and taxes imposed for and/or collected on the Issuer’s
behalf, including the ad valorem and franchise tax imposed on operating property under Section
136.120 of the Kentucky Revised Statutes (the “Taxes”); and

WHEREAS, the Issuer and the Lessee wish to enter into this In-Lieu of Agreement under

which the Lessee will make payments (the “In-Lieu of Payments”) in-lieu of the Taxes and
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comply with certain other covenants as both are set forth in the Letter Agreement, dated as of
August 28, 2000, by and between the Lessee and the Issuer (the “Letter Agreement”) attached
hereto and incorporated herein by reference as Exhibit A.

NOW, THEREFORE, for and in consideration of the premises and mutual covenants and
agreements contained herein, the parties agree as follows:

1. The Lessee will make the In-Lieu of Payments to the Issuer on behalf of the
Issuer in the amount and manner set forth in the Letter Agreement. The Lessee agrees that it has
complied or will comply with all covenants set forth in the Letter Agreement.

& Subject to the Lessee making In-Licu of Payments and its compliance with the
other terms of the Letter Agreement, the Lessee shall not be liable for any additional Taxes in
connection with the Project.

3. This Agreement may be executed in any number of counterparts, each of which

shall be regarded as an original and all of which shall constitute but one and the same instrument.

s
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IN WITNESS WHEREOF, the Issuer and the Lessee have caused this Agreement to be

duly executed as of the date hereinbefore written. QW

DY010:00DY1:135695: LOUISVILLE

BLUEGRASS RATION COMPANY, L.L.C.

By: ==
Rick A. Bowen, Executive Vice President

COUNTY OF OLDHAM, KENTUCKY

By:

Title:
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IN WITNESS WHEREOF, the Issuer and the Lessee have caused this Agreement to be

duly executed as of the date hereinbefore written.
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BLUEGRASS GENERATION COMPANY, L.L.C.

By:
Rick A. Bowen, Executive Vice President

CO Y OF OLDHAM, KENTUCKY

Title: Puwif\\j QA\»«\A? (RWQ
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EXHIBIT A
LETTER AGREEMENT, DATED AS OF AUGUST 28, 2000,

BY AND BETWEEN COUNTY OF OLDHAM, KENTUCKY
AND BLUEGRASS GENERATION COMPANY, LLC.
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Bluegrass Generation Company, L.L.C. Al niare ALy
1000 Louisiana, Suite 5800
Houston, Texas 77002

August 28, 2000

Oldham County Fiscal Court
Oldham County, Kentucky

Ladies and Gentlemen:

In connection with our ongoing discussions relating to a proposed natural gas-fired electric
power generation facility (the "Facility”) to be built by Bluegrass Generation Company, L.L.C.
("Bluegrass") on that certain property located in the Oldham County Business Park, Oldham County,
Kentucky, bearing the legal description set forth in the attached Exhibit A (the "Property"), we have
discussed certain terms and conditions pursuant to which the Oldham County Fiscal Court (the "Fiscal
Court"), acting on behalf of Oldham County (the "County"), would support the siting, construction and
operation of the Facility on the Property (the "Project"). On March 16, 1999, the Fiscal GHurt approved
Resolution No. 03-16-99-01 (the "Resolution of Support"), expressing the Fiscal Court's support for the
Project, subject to certain terms and conditions set forth therein. The purpose of this letter agreement
(this "Agreement") is to evidence the agreements reached as a result of the discussions between
Bluegrass and the Fiscal Court and to satisfy the requirement set forth in the Resolution of Support that
Bluegrass and the Fiscal Court enter into an agreement that supports and controls the development and
operation of the Facility. When accepted by the County in the manner hereinafter provided, this
Agreement will constitute a valid and binding agreement between the County and Bluegrass with respect
to the matters discussed herein. Bluegrass and the County may be referred to herein, collectively, as the
"Parties,” and, individually, as a "Party." The Parties hereby agree as follows:

I Binding Nature. This Agreement constitutes a valid and binding agreement of the
Parties with respect to the subject matter hereof, and the Parties acknowledge that, except as further
agreements, documents or instruments may be expressly contemplated herein, this Agreement states all
of the principal and essential terms with respect thereto.

2. Commitments by Bluegrass. In order to provide certain assurance to the County,
Bluegrass hereby agrees to comply with each of the following agreements:

C:\WINDOWS\TEMP\Oldham.Cty.LirAgt.1.doc
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A. The Facility will comply with all applicable current and future county, state and
federal regulatory requirements including, but not limited to, air regulations, water regulations,
and zoning regulations.

B. Bluegrass will cooperate with the County on the preparation and implementation
of a landscaping plan that retains existing mature trees wherever possible, and provides for the
planting of additional trees in an attempt to create a buffer to soften the Facility's appearance to
surrounding properties and provide for an attractive setting within the Business Park. The
County's participation in the landscaping plan will be review and evaluation of the landscaping
plan. The review and evaluation of the landscaping plan shall be administered by staff in the
Otldham County Planning and Zoning Commission Office.

C. Bluegrass will prepare and submit for county review and evaluation a final site
plan that complies with all applicable zoning regulation requirements prior to physical
construction activity on the site. The County's review and evaluation of the final site plan shall
be administered by staff in the Oldham County Planning and Zoning Commission Office.

D. Bluegrass will prepare and submit for county review and evaluation an erosion
and dust control plan that prevents the tracking of unreasonable amounts of mud onto adjacent
roads or the migration of dust onto adjacent properties during construction. The County's review
and evaluation of the erosion and dust control plan shall be administered by staff in the Oldham
County Planning and Zoning Commission Office.

E. Bluegrass shall use good engineering and construction practices during the
construction of the facility. Bluegrass will use all reasonable efforts to address any complaints
raised by the County in a timely manner regarding these matters during the construction of the

facility. ‘s
F. Bluegrass will pave all access and egress driveways and parking lots.
G. Bluegrass will provide for the detention and acceptable discharge rate of

stormwater generated from all impervious surfaces including but not limited to buildings,
parking lots, driveways, and equipment/machinery pads. Stormwater detention shall be
engineered and constructed to maintain a pre-development stormwater runoff discharge rate.

H. Bluegrass shall engineer and construct the turbine exhaust stacks with adequate
height to insure that local topographic features do not limit proper air dispersion in a manner that
would create an improper health or public safety hazard for the citizens of the County.

L. Bluegrass shall conduct a noise impact study to establish the existing baseline
noise levels for the subject site. An official copy of the noise impact study shall be provided to
the Oldham County Planning and Zoning Commission Office.

J. Bluegrass shall engineer and construct the Facility so as not to generate noise
that exceeds 68 db(A), 400 feet from the fenced perimeter of the approximately 18 acre plant

footprint.
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K. Phase One, or simple cycle operation, shall be allowed to discharge all
wastewater (including sanitation, washdown wastewater and evaporative cooler discharge water)
to the Buckner sewage treatment plant as permitted and agreed to by the Oldham County
Sanitation District. Phase Two, or combined cycle operation, shall discharge only sanitary
wastewater and washdown wastewater to the Buckner sewage treatment plant as permitted and
agreed to by the Oldham County Sanitation District. Water generated from the condensing or
cooling towers shall not be discharged to the Buckner sewage treatment plant unless it is
otherwise permitted and agreed to by the Oldham County Sanitation District.

L: Bluegrass shall provide to the Oldham County Planning and Zoning Commission
Office true and complete copies of all air and water discharge permit applications made to state
and federal regulatory agencies for local review and evaluation.

M. Bluegrass will encourage its management and employees to participate in
Oldham County community events.

N. Bluegrass will use good operating practices in the maintenance of the facility
and site.

0. Bluegrass acknowledges and agrees that it is locally approved and supported to
construct a natural gas fired power plant. Operation of the Facility on any alternate fuel or the
conversion of the Facility to a fuel other than natural gas is not approved.

P Bluegrass shall engineer and install all exterior lighting so as not to create a
spillover lighting nuisance for adjoining properties.

Q. Bluegrass shall not install any lighting on the turbine exhaust §tacks unless
required by state or federal regulatory agencies for public or worker safety purposes.

R. Bluegrass and the County will mutually agree upon the neutral paint color to be
applied to the turbine exhaust stacks. The County's mutual agreement of the neutral paint color
shall be administered by staff in the Oldham County Planning and Zoning Commission Office.

S: Bluegrass shall utilize the planned Business Park roadway as its primary point of
vehicular access. Highway 146 may be utilized as the primary point of vehicular access only
until completion of the planned Business Park Roadway.

T. Bluegrass shall construct the foundation of the Facility's turbines with acceptable
good engineering practices to prevent vibration nuisances off site.

3. Bluegrass Financial Support. In order to assist the County in defraying certain

infrastructure expenses associated with the Project, and to provide additional benefit to the County and
its citizens, Bluegrass shall pay the following amounts, upon the occurrence of the following events:

A. Bluegrass shall make a single lump sum payment to the Oldham County Fiscal
Court in the amount of $800,000 within sixty days after the physical construction of the Facility

has commenced.
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B. If Bluegrass is successful in negotiating a water supply agreement with the

Oldham County Water District (the "Water District"), Bluegrass shall make a single lump sum
payment to the Water District in the minimum amount of $800,000 as shall be defined in such
water supply agreement. The lump sum payment to the Water District is intended to partially
defray the cost of constructing a water tower to support the development of the Oldham County

Business Park.

C. Bluegrass shall make an annual lump sum payment to the Oldham County Fiscal
Court in lieu of all property or similar taxes in an amount equal to $565,000 per year. The
annual lump sum payment shall be paid once a year for a term of twenty years. The initial lump
payment shall be paid on or before January 20th of the year following the Facility's start up date
and subsequent lump sum payments shall be paid in the applicable year on or before January
20th. The County agrees to authorize, sell and issue, at the appropriate time upon the request of
Bluegrass, Industrial Building Revenue Bonds ("Bonds") for the benefit of Bluegrass in a
principal amount equal to the actual Facility cost, up to $200 million, for the purpose of paying
the costs of acquisition, rehabilitation, construction and installation of the Facility and entering
into a lease agreement (the “Lease Agreement”) with Bluegrass at the appropriate time, provided
that, (a) the Bonds will not be general obligations of the County and will not constitute or give
rise to any pecuniary liability whatsoever of the County or any charge against its general credit
or taxing power, but rather will be secured and payable solely from payments received from
Bluegrass under the contemplated Lease Agreement, and (b) the terms of the Bonds, the Lease
Agreement and other documentation related to the proposed Bond issue shall be subject to the
approval of the County. The County further acknowledges that, in reliance upon prior
discussions between representatives of Bluegrass and the County, the Resolution of Support and
this Agreement, Bluegrass may proceed with planning and design of the Facility and may, prior
to the issuance of the Bonds, initiate acquisition, rehabilitation, construction and 4nstallation of
the Facility, all with the expectation that Bluegrass will be reimbursed for its payment of Facility
costs from proceeds of the Bonds, as and when issued. The County hereby confirms such
expectations of Bluegrass and authorizes Bluegrass to proceed with such acquisition,
rehabilitation., construction and installation, subject to the provisions of the Resolution.

D, Bluegrass shall be temporarily released of all agreed to financial support
obligations during any period for which Bluegrass has elected to close the Facility for
commercial operation. Such closure of the Facility for commercial operation shall not occur
more than twice during the aforementioned twenty year period of financial support obligations.
Bluegrass shall notify the Oldham County Fiscal Court in writing of any such decision to close
the Facility for commercial operation no fewer than six months prior to the date on which it
intends to so close the Facility and shall pay the applicable pro-rata share of its financial support
obligations hereunder for the year of any such closure, including any financial support
obligations relating to the six-month notice period. If Bluegrass subsequently decides to reopen
the Facility, a lump sum payment for ali missed financial support obligations shall be
retroactively made to the County within 90 days after the Facility restarts.

E. Bluegrass shall be finally released of all agreed to financial support obligations
with the County only after the Facility is dismantled and the site is reclaimed in accordance with

good engineering practices.
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4. Fiscal Court Support. ~ The Fiscal Court, acting on behalf of the County represents that
it has examined the proposal by Bluegrass to construct, own and operate the Facility on the Property as a
simple cycle facility as well as the intended conversion of the Facility to combined cycle operation and
that it believes such proposal is in the best interests of the citizens of Oldham County, Kentucky. The
Fiscal Court further represents that it has the authority to execute this agreement on behalf of the County
and that the agreements set forth herein will be binding upon the Fiscal Court and the County, and any
other political subdivision or agency of the County affected hereby. The Fiscal Court agrees that it and
the County will (i) support the Facility as a whole, (ii} actively support the permitting of the Project by
federal, state and local governmental authorities and (iii) support and defend the agreements set forth

herein.

5 Governing Law. THIS AGREEMENT SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITHIN THE LAWS OF THE STATE OF KENTUCKY
WITHOUT REGARD TO ANY CONFLICT OF LAW PRINCIPLES WHICH, IF APPLIED,
MIGHT PERMIT OR REQUIRE THE APPLICATION OF THE LAW OF ANOTHER

JURISDICTION.

6. Further Assurances. Subject to the terms and conditions set forth in this Agreement,
each of the Parties agrees to use all reasonable efforts to take, or to cause to be taken, all actions, and to
do, or to cause to be done, all things necessary, proper or advisable under applicable laws and regulations
to consummate and make effective the transactions contemplated by this Agreement. In case, at any time
after the execution of this Agreement, any further action is necessary or desirable to carry out its
purposes, the proper officers or directors of the Parties shall take or cause to be taken all such necessary

action.

7- Termination. If Bluegrass fails to receive all of the necessary local, stdte and federa!
permits to build, own and operate the plant, or if Bluegrass elects for any other reason to terminate the
Project, Bluegrass may terminate this Agreement by delivering written notice of such termination to the
County and Bluegrass shall have no obligation to make any of the defined payments described in Section

4.

8. No Third-Party Benefit. Nothing contained in this Agreement shall be construed to
confer any right, benefit or interest upon any person or entity, other than the Parties.

9. Miscellaneous. This Agreement shall be binding upon and shall inure to the benefit of
the Parties and their respective heirs, successors and assigns, including, without limitation, any successor
agency to the Fiscal Court and any successor owner of the Facility. This Agreement may be executed in
counterparts, any one of which may be by facsimile followed thereafter by the originally executed
document forwarded promptly thereafter to the other Party hereto, each of which shall be deemed an
original, and all of which together shall constitute one and the same instrument.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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If the foregoing accurately represents your understanding of the agreement of the Parties, please
so indicate by signing this Agreement in the appropriate space provided below.

Sincerely,

BLUEGRASS GENERATION COMPANY, L.L.C.

/

By: T T
: Printed Name: Rick A. Bowen
Title: Executive Vice President
AGREED TO AND ACCEPTED AS OF
THE DATE OF THIS AGREEMENT
OLDHAM C » KENTUCKY FISCAL COURT

By: ¢ \’“%QJL ‘1/3(2@:3

Printed Name: ~J33°ha V. Black .
Tie:  GouAm oy Cyl BacsTn
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FIRST AMENDMENT TO LEASE AGREEMENT
between
THE COUNTY OF OLDHAM, KENTUCKY
and

BLUEGRASS GENERATION COMPANY, L.L.C.

$157,498,252 COUNTY OF OLDHAM, KENTUCKY
INDUSTRIAL BUILDING REVENUE BONDS,
SERIES 2001 A
(BLUEGRASS GENERATION COMPANY, L.L.C. PROJECT)
Dated

as of

December 27, 2001

STITES & HARBISON, PLLC
-7 BOND COUNSEL
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FIRST AMENDMENT TO LEASE AGREEMENT

THIS FIRST AMENDMENT TO LEASE AGREEMENT (the “First Amendment”)
made and entered into as of December 27, 2001, by and between the COUNTY OF OLDHAM,
KENTUCKY, a political subdivision, duly organized and validly existing under the laws of the
Commonwealth of Kentucky (the “Issuer™), and BLUEGRASS GENERATION COMPANY,
L.L.C., as Lessee (the “Lessee”), under the following circumstances summarized in the
follow ing recitals (capitalized terms used and not otherwise defined herein shall have the
meaning given such terms in the Lease Agreement (the “Original Agreement”) dated as of
November 1, 2000, by and between the Issuer and the Lessee, as amended by this First
Amendment):

WITNESSETH:

WHEREAS, pursuant to the provisions of Chapter 103 of the Kentucky Revised Statutes,
as supplemented and amended (the “Act”), the Issuer is authorized and empowered to issue its
revenue bonds and to enter into lease agreements for the purpose of facilitating the acquisition,
construction, improving, equipping and financing of industrial buildings constituting a “project’
within the meaning of the Act; and

WHEREAS, in order to further the purposes of the Act, the Issuer ordained on October
17, 2000, by Ordinance 2000-220-375, to issue from time to time up to four series of bonds in an
aggregate principal amount not to exceed $200,000,000 and denominated County of Oldham,
Kentucky Industrial Building Revenue Bonds, Series 2000A, Series 2000B, Series 2001A. and
Series 2002 A (as applicable) (Bluegrass Generation Company, L.L.C. Project) (the “Bonds”) to
assist in financing the acquisition, construction, equipping and installation of the Project with the
proceeds thereof and to lease the Project to the Lessee, which Project is situated on the Project
Site as more fully described in Exhibit “A” (which Exhibit “A” amends the Exhibit A attached to
the Original Agreement), attached hereto and incorporated herein by reference; and

WHEREAS, in connection with the issuance of such bonds, the Lessee and the Issuer
entered into the Original Agreement, as recorded on November 30, 2000 in Deed Book No. 663,
Page 23, in the Oldham County Court Clerk’s Office, pursuant to which the Lessee promised to
pay or otherwise satisfy specified rents and other payments which will be s<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>