
COIINONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE CONNISSION

In the Natter of>

AN INDUSTRIAL POWER AQREENENT
FILING BETWEEN SHELBY RURAL
ELECTRIC COOPERATIVE CORPORATION
AND THE BEKAERT CORPORATION

)
CASE NO. 90-407

)

ORDER

On November 15, 1990, Shelby Rural Electr io Cooperative

Corporation ("Shelby" ) filed for Commission appr'oval an Industrial

Power Agreement ("Agreement" ) with th» Bekaert Corporation

{"Bekaert"). The Agreement, which was executed on October 12<

1990, has an effeotive date of October 1, 1990 and a minimum term

of five years from the effective date. Seotion 12 oi'he
Agreement states that theLe will be no contract between Shelby and

Bekaert unless all necessary approvals, including Commission

approval, are obtained within 180 days of the Agreement's

execution.

By Order dated January 18, 1991, the Commission granted

interim approval of Shelby's reguest to serve Bekaert under its
Rate Schedule Bl, at a minimum contract demand of 1g000 KWg during

the pendency of this case. As part of that same Order, the

Commission directed Shelby to provide additional information

regarding the prospected Bekaert loads, the attendant substation

and transmission facilities, and the contraot provisions regarding



a potential default by Sokaert. Shelby' responsea were filed on

January 30, 1991,

The Agreement arts torCh Che terms and conditions of Shelby'

~erviae to Sekaect, inaludiny, among other things> the minimum

contract demands at which Sokarrt wi)1 be billed under Shelby's

Sate Schedules Bl and S2, thr conditions under which those minimum

demands may change, and tho upper limits on Sekaer t 's aotual

demand. The Agreement, SooCion 13, designates East Kentuoky power

Cooperative, Inc. {"East Kentucky"), Shelby' wholesale power

supplier, aa ~ thicd-party beneticiacy due to its investmrnt ot

appcoaimately 0500,000 in substation and transmission tacilitirs
~proiiiaally aonatcuated to srcvr SekaerC. Srction 13 furthrr

provider East Krntuaky the right Co briny a aausr ot action to
ceaover iCa investmrnt in the went of Bekarrt's drfault under the

Aycrrmrnte

Thr Commission's Order of January 18< 1991 raised thr issur

ot Srkarrt's rrimbursement ot East Kentucky'a investment in thr

event that Bekarrt' load does not increasr to a level which

necessitates the additional substation capaoity. Shelby rrspondrd

that the provisions of the Agreement which ceguice Bekaect's

minimum contraat demand to increase to 3,000 KB within 12 months

ot completion ot the substation facilities serve as ~ yuarantee ot
said reimbursements that with Bekaert paying tates at the minimum

3,000 IN demand tor ~ period in recess ot three years, Che minimum

cevenues generated under the Ayreement will adeguately provide

recovery in East Kentuoky's investment.



Based on the avi4ance of record and being otherwise

~uffioiently advised> tha Commission finds that the Agreement does

not adequately provi4e for East Kentucky' reimbursement in theadvent

of a 4efault by Sekaert. Section 13 only provides a means

by whioh East Kentuoky may seek recovery in a case of default< as

such, it does not eliminate the risk that East Kentuoky's

investment to serve Bekaert might eventually have to be borne by

customers other than Bekaert. Oiven the magnitude of East
Kentuoky's investment< it is incumbent upon the Commission to
censure

that neither East Kentucky nor its ratepayers be at risk
for its investmant to serve Sekaert. Therefore, a latter of
credit) surety bond, or similar financial guarantee must be

provided by Sekaert bei'ore the Agreement can be approved. In all
other respects, the Agreement is acceptable.

IT IB TEEREtORE ORDEREO that Shelby's Agreement with Bekaert

be and it hereby is denie4. Approval will be granted upon the

filing of an executed Agreement, substantially similar to the one

filed November 15, Isgg< but modified to include a letter of
credit, surety bond, or similar financial guarantee by Sekaert for
reimbursement of East Kentucky' investment in facilities to serve

Bekaert.
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Cene at I'rank!crt< kentucky, thin 14th day of March, 1991.
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