
P.O. Box 489 
Brandenburg, KY 40108-0489 

(270) 422-2 I62 
Fax: (270) 422-4705 Meade County RECC 

May 4,2007 

Beth A. O’Donnell, Executive Director 
Kentucky Public Service Commission 
21 1 Sower Blvd. 
P. 0. Box 615 
Frankfort, KY 40602 

PUBLIC SERVICE 
coMMlssloN 

Dear Ms. O’Donnell: 

Attached is an original and five (5) copies of Meade County’s response to the 
Cornmission Staffs “Second Data Request” in Case No 2006-00500. 

If you need further information, please contact me at 270-422-2 162 ext. 3 127. 

Sincerely, 

B u z s  E. Mercer 
President and CEO 

Enclosures 

A Touchstone Energy’ Cooperative 
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MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 
CASE NO. 2006-00500 
SECOND DATA REQUEST OF COMMISSION STAFF 

Q I. Refer to the apr>lication. Exhibit H-I, the Testimonv of Burns E. Mercer, 

paae 2. Mr. Mercer states that Meade reauested a 2.0 TIER in its last rate case and 

that Meade's eauitv still declined. He states that thev are of the opinion that Meade will 

see some modest correction in the direction of its eauitv if it once aqain receives a TIER 

of 2.0. Explain the additional measures Meade is implementinq to ixevent a further 

decline in eauitv. 

First, since our last rate case interest rates have seen a steady rise. 

I believe this interest rate increase will stabilize in the near future which 

would help us reach our TIER goal and also halt the decline in our equity. 

Additional measures to implement a further decline in equity would include: 

A. 

a. A leveling off of our borrowing for plant additions and improvements. 

b. Consideration of putting on hold retirements of general capital credits. 

WITNESS: Burns E. Mercer 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 2. Refer to the Application, Exhibit K. pages 3.6 and 7 of 7. Provide an updated 

version of these paqes showing the operational results for calendar Vear 2006. 

An updated version of pages 3,6 and 7 of Exhibit K is attached as pages 2 

through 4 of this item. 

A. 

Witness: Jim Adkins 
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MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 3. Refer to the Application. Exhibit N. paqe 10 of 14, Off Balance Sheet Risk. 

a. Explain whv Meade has deposits in certain financial institutions in 

excess of the $1 00.000 Federal DeDosit Insurance Corporation insured limit. 

b. Refer to the ADplication, Exhibit U, Daae 2 of 4, point v. Is the situation 

described in Exhibit N, paae 10 of 14. in conflict with the policv statement in 

Exhibit U? Explain your response. 

Meade utilizes "local banks" to deposit customer receipts for those areas. A. 3a. 

These funds are typically transferred to our main account in a fairly short time 

period. All these financial institutions are insured by the Federal Deposit Insurance 

Corp. 

3b. No, because our policy allows us to deposit funds that are federally insured. It does 

not prohibit us from going over the $100,000 insurance limit. 

WITNESS: Burns E. Mercer 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 4. Refer to the Application. Exhibit N. paae 14 of 14. Related Party 

Transactions. Meade has disclosed that it paid the son of one of its directors to 

pave the Parkina lot of a district office. 

a. Describe the process utilized bv Meade to select the individual or firm 

to perform the pavinq proiect. 

b. Were competitive bids souaht for this Davina proiect? 

f l )  if yes, provide a cow of the bid proposal and a summaw of the 

bids received. 

(2) If no, explain whv this proiect was not competitivelv bid. 

c. Was the director involved in anv wav in the review or evaluation of 

bids, the selection of the vendor, or anv other step in the process utilized in securina the 

pavinq proiect? Explain the response. 

A. 4a. Three contractors were verbally contacted for bids. Each contractor met individually on 

site with the owner representative to discuss, understand and view the scope of work. 

Bids were submitted by each contractor and management evaluated the bids awarding 

the bid to the contractor who submitted the best value bid Le. for base cost and extras. 

Yes. Copies attached as pages 2 through 4 of this item. 4b. 

4c. No. 

Witness: Burns E. Mercer 

Page 1 OF 4 



BOBBY XK RHODES 

(502) 756-2689 * 

HC 60, BOX 4A Haw,, KY 40144 

PR690SAL SUBMITTED TO: 

. t427rG .--  
. '  

. .  , t i .  I. . ' . I .  . .  

We offer a Bid of f 
apploximately s" square yards. 

to fwnlqtr J MXW and ymtqiir to wvc an m a  

VF. " _  

d#cep Area to be Paved 

8id subject to escalation due to pwdbls Cart 
changes beyond our G M \ t d .  AgJhrlt 
on posted Liquid A.C. piice of $ - Blr: 

ACCEPTANCE OF L 

The Prices, Specifications and Conditions a 
and hereby accepted: Payment to k ma& as 
accounts will receive 
percentage rate of 1 

on am at isfaqwy 

.!% per m t h  Rna whM It an annual 

4CCE PTED: 

DATE: 6Y: 
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MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 5. Refer to the Application, Exhibit R. 

a. Provide an Excel COPV of the cost-of service studv with all formulas 

intact. 

Response: 

Accompanying this filing is a CD with an Excel copy of the cost-of-sewice study. 

b. Refer to page 14 of 29. The column labeled "Demand" under Rate 3R has 

number signs in the "Total Costs" row and "Total Revenue Requirements from 

Rates" row. Provide a copy with legible numbers. 

Response: 

Attached as page 2 of this item is a reprint of original Exhibit R, page 14. 

Witness: Jim Adkins 

Page 1 of 2 



MEADE COUNTY RECC 
CASE NO. 2006-00500 

Exhibit R 
Schedule 5 

Witness: Jim Adkins 
Page '3 of &j' 

Allocation of Revenue Requirements to Rate Classes 

Distribution O&M Consumer Related 
Admin & Gen Consumer Related 
Deprec, Taxes & Misc Consumer Related 
Interest Customer Related 

Total Costs for meters 

Margins Consumer Related 
10 
1 1  Credits Consumer Related 
12 
13 Revenue Requirements-Meten 
14 
15 Liahting 
16 Outdoor Lighting O&M 
47 Street Lighting O&M 
18 Outdoor Lighting A&G 
19 Street Lighting A&G 
20 Outdoor Lighting Deprec & Misc 
21 Street Lighting Deprec & Misc 
22 Outdoor Lighting Interest 
23 Street Lighting Interest 
24 
25 Total Costs for Lights 
26 
27 Outdoor Lighting Margins 
28 Street Lighting Margins 
29 
30 Outdoor Lighting Revenue Credit 
31 Street Lighting Revenue Credit 
32 
33 Revenue Requirementslighting 
34 
35 Consumer,Accts & Serv 
36 Customer Accounts 
37 Customer Service 
38 Admin & General 
39 Depreciation & Misc 
40 Interest 
41 
42 Total Costs for Consumer Acctg & Service 
43 
44 Margins 
45 
46 Revenue Credits 
47 
48 Revenue Require. Cons. Act & Serv. 
49 
50 
51 
52 TOTAL. COSTS 
53 
54 TOTAL REVENUE REQUIRE. 
55 MENTS FROM RATES 
56 
57 MARGINS PROVIDED 
58 RATE REVENUE 

Rate 3R Rate 3A Outdoor Lighting Service 
General Service (0-46 KVA) TOD Rate 

Demand Enewr Consumer Demand Enerav Consume, Demand Enerav Consumer 

12,934 112 
1,921 17 
5,751 50 
4,890 42 - 

- 25,497 220 

4,815 42 

- 27,343 236 

51,173 

3 1,668 

94,783 

80,601 
_" 

- 258,225 

79,361 

48,934 

- 288,652 

30,924 287 2,837 
5,982 55 549 
10,457 97 959 
1,880 17 172 
1,605 15 147 

- 50,847 472 4.664 

1.580 15 145 

974 9 89 

51,453 - 477 4,720 

1,109,368 1,440,047 119,187 2,039 1,371 1,000 232,526 203,581 303,008 

1,155,545 1,440,047 125,443 2,151 1,371 1,046 242,919 203,581 336,555 

46,177 - 6.256 I12 - 46 40,393 - 33,547 

4,568 783,055 -- 2,721,035 
2,668,602 4,410 739,4 15 

Page 2 of 2 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

A. 

Q 6  Refer to the Application, Exhibit W. For each balance sheet account listed 

below, describe the reason(s) for the chanqe in the account balance between the test 

year and the previous 12-month period. 

a. Account No. 370 - Meters - Distribution, paue 1 of 12 

b. Account No. 390 - Structures and Improvements. paue 1 of 12 

c. Account No. 107 - CWIP-Cont., paqe 2 of 12. 

d. Account No. 109 - Depreciation Poles and Towers, paue 4 of 12 

e. Account No. 131 - Money Market Fund Farmers Bank, oaqe 6 of 12. 

f. Account No. 219 - Ooeratinq maruins DIUS, paae 9 of 

%Account No. 224 - rea Notes Executed, page 9 of= 

h. Account No. 225 - REA\FFB Executed Debit, paue 9 of 12. 

i. Account No. 236 - Accrued ProoertV Tax, paue 9 of 12. 

6a. MCRECC is in the process of changing the customer metering system from 

a manual system to an automated system. This process requires the retrofitting 

of old meters to enable the meter to automatically report readings or to replace 

meters that can not be retrofitted. 

6b. A new branch office was constructed in the Hardinsburg district. 

6c. "This account includes the total of balances of work orders for electric 

plant in process of construction. 

Work orders are cleared from this account as soon as practicable, 

after completion of the job." per Uniform System of Accounts - Electric, 

Bulletin 17676-1 

6d. This account is credited with the following: 

Page 1 of 4 



tie. 

6f. 

6 9  

6h. 

Amounts charged to Account 403.600, Depreciation Expense, 

or to clearing accounts for current depreciation expense for 

electric plant in service applicable to poles. At the time of retirement, 

this account is charged with the book cost of the property retired and the 

cost of removal. It is credited with any salvage value for recovered property. 

Per Uniform System of Accounts - Electric, Bulletin 1767B-1 

This account includes funds received at the branch office for payment of electric bills. 

Funds are transferred as needed to the Meade County Bank, general 

account. 

This account includes the total amount of margins and equities from all sources. 

Per Uniform System of Accounts - Electric, 

The spread sheet column in Exhibit W was not wide enough to display the 

account number, REA Notes Executed Construction Debit, 224.400. 

This is a subaccount of account 224.000, Other Long-Term Debt. 

This account includes the total amount of unadvanced RUS loans for construction 

purposes, which are covered by executed notes. When advances are received from 

RUS for construction, this account is credited and cash is debited. 

Per Uniform System of Accounts - Electric, 

Bulletin 17676-1 

Bulletin 1767B-1 

What appears on Exhibit W as account 225 is actually account 224.600 

Advanced Payment Unapplied LTD. This account includes principal payments 

on mortgage notes paid in advance of the date due and not applied to a specific 

note. Also, included in this account is interest savings which are accrued and 

added to the advance payment unapplied. 

At such time as these payments are applied to a specific note or loan balance, 

this account is credited and the long-term debt account debited with the amount so 

Page 2 of 4 



applied. Per Uniform System of Accounts - Electric, 

A copy of Exhibit W, page 9 of 12, with expanded columns is attached 

to this item. 

6i. Account 236, Accrued Property Tax is shown on Exhibit W, page 10 of 12. 

This account is credited with the amount of estimated taxes accrued monthly 

and debited with the amount of payments to various taxing districts. 

Witness: Karen Brown 

Page 3 of 4 
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MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 7. Refer to the Application, Exhibit X. For each of the income statement 

accounts listed below, describe the reason(s1 for the chanse in the account balance 

between the test-vear-end balance and the balance for the previous 12 months. 

A. 7a. 

7b. 

7c. 

ad. 

a. Account No. 417.001 - Revenue - Wildblue. paqe 1 of 14. 

b. Account No. 419.000 - Interest & Dividend Income, page 2 of 14. 

c. Account No. 427.100 - Interest on REA Const. Loan, paqe 3 of 

d. Account No. 593.000 - Maintenance Overhead lines, paqe 6 of 14. 

e. Account No. 593.200 - Maintenance - chemicals, paae 6 of 14. 

f. Account No. 593.400 - Maintenance - Service Orders, page v of 14. 

9. Account No. 902.000 - Meter Readinq Expenses, paqe 7 of 14. 

- h. Account No. 908.000 - Customer Assistance Expense, paqe I O  of 14. 

i. Account No. 920.000 - Administrative & General Salaries, pase 11 of 14. 

Account No. 417.001 - Revenue in Wildblue. Operations for Wildblue 

began in August 2005. Therefore, only three months of revenue are 

available for the prior year. 

Account No. 419.000 - Interest & Dividend Income. 

Interest rates paid by financial institutions improved in 2006 over 

2005 rates of return. 

Account No. 427.100 - Interest on REA Const. Loan. 

Additional loan funds were drawn down from RUS as follows: 

$3,000,000 May 2006 with a fixed interest rate of 5.06% 

$3,000,000 September 2006 with a fixed interest rate of 4.79% 

Account No. 593.000 - Maintenance Overhead lines, page 6 of 14. 

See response to Attorney General's Initial Request for Information 

Item N0.7. 

Page 1 of 2 



7e. 

7f. 

7g. 

7h. 

7i. 

Account No. 593.200 - Maintenance - chemicals 

See response to Attorney General's Initial Request for Information 

Item No.7. 

Account No. 593.400 - Maintenance - Service Orders 

A large part of the costs is due to employees time recorded in this 

account, along with benefits and transportation costs. It is expected 

that this will be continued in future years. 

Account No. 902.000 - Meter Reading Expenses 

The decrease represents a decline in the amount paid to a contractor 

to read customer meters monthly. Meade had approximately 

10,000 meters left to install at the end of the test year. As AMR's 

are installed Meade will be required to have meters read on an 

annual basis therefore, meter reading expense is expected to 

continue in the future. 

Account No. 908.000 - Customer Assistance Expense 

The account total for this account should be $92,881 instead of 

$9,669 resulting in the change between the test year and the 

prior year of $16,061. 

A large part of the costs is due to employees time recorded in this 

account, along with benefits and transportation costs. It is expected 

that this will be continued in future years. 

Account No. 920.000 - Administrative & General Salaries 

A large part of the costs is due to employees time recorded in this 

account, along with benefits and transportation costs. It is expected 

that this will be continued in future years. 

Witness: Karen Brown 

Page 2 of 2 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 8. Refer to the Application. Exhibit I, paqes 6 throuqh 8 of 8. 

a. Explain the nature and purpose of the Performance Bonuses and the 

unused Sick Pav. 

b. Exolain how Meade determines the eliqibilitv for Performance 

Bonuses. 

c. Are Performances Bonuses a tvpe of incentive that all emplovees 

are eliqible to receive? 

d. Explain whv the test-year amounts for Performances Bonuses and 

Unused Sick Pav were used in calculatinq the normalized waaes. 

MCRECC's performance bonus plan rewards our employees based upon A 8a. 

three factors which our Board of Directors thinks is important to providing 

quality electric service. Those three factors are: 

a. Cost of service 

b. Customer Satisfaction 

C. Reliability of service 

Unused sick pay: in an effort to cut down on absenteeism the board of 

directors authorized the payment of a portion of the employees unused 

sick pay. 

8h. All employees are eligible for the performance bonus if they are employed 

on the date of payment, have performed in a satisfactory 

manner throughout the year and are not on a leave of absence. 

8c. Yes, all employees are paid the same amount based on the total company 

performance on the three goals outlined in 8a. 

8d. They are used in calculating normalized wages because we hope to achieve 

the same or better levels of performance bonuses and unused sick pay in the future. 

Witness: Burns E. Mercer 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 9. Refer to the Application. Exhibit 3. Was any consideration Given to 

performins a depreciation study in coniunction with this rate case? ExDlain 

the response. 

Response: 

Yes. Meade County reviewed its reserve ratio, the ratio of current distribution 

plant to distribution plant 10 years prior, and the trend of the reserve ratio. 

Based on the Depreciation Guideline Curve information presented in the 

Application, Exhibit 3, page 4 of 6, the ratios plot to the Optimum Curve. 

Based on these reviews, it appeared the ratios were remaining steady, and 

that a deprecation study would not be required as part of this Application. 

Meade County reviews it depreciation and ratios on an annual basis. 

Witness: Jim Adkins 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q I O .  Refer to the Application, Exhibit 5, paqes 2 and 4 of 4. 

a. Provide a revised copy of the exhibit updatiw the interest rates 

through April 30, 2007 for all debt. 

b. Refer to paqe 2 of 4. Indicate whether the loans have fixed interest 

rates or variable interest rates. 

A. Attached as page 2 of this item is an update to Exhibit 5, page 2. All MCRECC long-term loans 

are for fixed rate terms. 

MCRECC has no short term loans. 

Witness: Karen Brown 

Page 1 of 2 
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Meade County Rural Electric 

Schedule of Outstanding Long-Term Debt 

Exhibit 5 
Case No. 2006-00500 page2of 4 

Format 8a 
October 3 1,2006 Schedule 2 

TYPe Date Date 
of of of 

Debt Issued Maturity 
(a) (b) (4 

RlJS loans 
OB180 
OB182 
1B290 
1B291 
1B295 
1B310 
1B311 
1B312 
IB313 
1B314 
1B315 

Sep-72 
Sep-72 
Jun-97 
Jun-97 
Jun-97 
Oct-03 
Oct-03 
Oct-03 
Oct-03 
Oct-03 
Oct-03 

Sep-07 
Sep-07 

May-32 
May-32 
May-32 

Sep-38 
Sep-3 8 
Sep-38 
Sep-38 
Sep-38 

Sq-38 

Advance payment - 

FFB loans 
HOOlO Mar-98 
HOO 15 Sep-00 
H0020 Sep-02 

F0030 Mar-03 
H0025 sep-02 

CFC loans 
9001 
9002 
9005 
9007 
9009 
901 1 
9015 
9016 
9017 
9019 
9020 
9021 

9022004 
9022005 
9022006 
9022007 
9022008 
9022009 
9022010 

Jul-74 
Jun-74 
Dec-75 
Jun-77 
Jun-78 
Sep-79 
Dec-8 1 
Jun-89 

Mar-92 
Dec-93 
Dec-93 
Dec-93 
Aug-04 
Aug-04 
Aug-Q4 
Aug-04 
Aug-04 
Aug-04 
Aug-04 

cost 
Rate Annualized Test Year 

Outstanding to Cost Interest 
Amount Maturity Col (d)xk) Cost 

(4 

6,195 
6,189 

923,179 
1,130,432 
1,980,359 
2,520,834 
2,953,335 
1,970,668 
1,969,427 
2,984,750 
2,996,905 
(3 17,034) 

19.125.239 

Mar-33 395,783 
Sep-35 1 , 178,883 
Sep-37 1,815,052 
Sep-37 1,829,024 
Mar-38 4,968,455 

10,187,197 

Jul-09 6,574 
Jun-09 52,858 
Dec-10 78,623 
Jun- 12 102,418 
Jun-13 117,114 
Sep-14 346,064 
Dec-16 298,719 
Jun-24 536,463 

Mar-27 594,387 
Dec-28 707,327 
Dec-28 1,169,256 
Dec-28 1,749,5 10 
May-07 1,468,5 1 1 
May-08 1,468,5 1 1 
May-09 1,468,5 1 1 
May-10 1,468,511 
May-11 1,468,511 
May-I2 1,468,511 
May-I3 1,468,511 

- 16,038,890 

Total long term debt and annualized 45,35 1,326 

Annualized cost rate [Total Col. (j) / Total Col. (d)] 

2.000% 
2.000% 
4.500% 
4.500% 
4.875% 
4.670% 
4.180% 
4.490% 
4.440% 
5.060% 
4.790% 

124 
124 

4 1,543 
50,869 
96,543 

1 17,723 
123,449 
88,483 
87,443 

15 1,028 
143,552 

186 LT Fixed 
186 LT Fixed 

41,811 LT Fixed 
51,198 LT Fixed 
97,477 LT Fixed 

1 18,508 LT Fixed 
124,355 LT Fixed 
89,095 LT Fixed 
88,071 LT Fixed 
62,928 LT Fixed 
2 1,752 LT Fixed 

900.881 695.567 

6.049% 23,941 22,706 LT Fixed 
4.474% 52,743 49,792 LT Fixed 
2.707% 49,133 46,524 LT Fixed 
3.250% 59,443 56,230 LT Fixed 
2.815% 139,862 132,407 LT Fixed 

325,123 307,658 

7.00% 460 637 LTFixed 
7.00% 3,700 4,290 LTFixed 
5.70% 4,482 4,935 LTFixed 
7.00% 7,169 6,616 LTFixed 
5.75% 6,734 7,131 LT Fixed 
5.75% 19,899 20,852 LT Fixed 
5.75% 17,176 17,776 LT Fixed 
7.00% 37,552 32,981 LT Fixed 
5.75% 34,177 34,718 LT Fixed 
7.00% 49,513 46,350 LT Fixed 
5.75% 67,232 67,960 LT Fixed 
6.90% 120,716 121,544 1.T Fixed 

4.05% 59,475 59,475 LT Fixed 
4.80% 70,489 70,489 LT Fixed 
7.00% 102,796 102,796 LT Fixed 
7.00% 102,796 102,796 LT Fixed 
7.00% 102,796 102,796 LT Fixed 
7.00% 102,796 102,796 LT Fixed 

3.55% 52,132 52,132 LT !%ed 

962,089 959,069 

2,188,093 1,962,294 

4.82% 
Actual test year cost rate [Total Col (k) / Total Reported in Col (d)] 4.33% 

Page 2 of 2 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 11. Refer to the Application, Exhibit 9, paae 2 of 6. Concernina Meade's leqal expenses: 

a. Provide a CODY of the written aareement with the law firm. If no written 

aqreement exists, exDlain why Meade does not haveone. 

b. Explain in detail whv expenses for attendance at the National Rural 

Electric Cooperative Association's ('INRECA) annual meetina and maaazine 

subscriptions for the attornev should be included for rate-makinq DurDoses, qiven the 

attorney is compensated by a retainer and normal hourlv billed rate. 

c. For the followinq transactions. explain if the transaction is recurring 

and whv it should be included for rate-makina pumoses. 

(1)Paae 2 of 6. line 25 - Leqal fees for Privacy Act, pole damaae, others. 

12) Paqe 2 of 6, lines 38.39,and 41 - aeneral labor matters. 

d. Provide the health insurance premiums Meade paid for its attornev. 

A. 1 la .  Three law firms are included on Exhibit 9, page 2 of 6. 

They are: 

1. Brite & Butler, PLLC - this firm acts as our general corporate council 

and Bruce Butler attended corporate board meetings. 

2. Frost, Brown & Todd, LLC -this firm handles labor matters for the cooperative. 

3. Sullivan, Mountjoy, Stainback & Miller, PSC -this firm is handling a condemnation 

case for the cooperative. 

No written agreement has been obtained from any of the law firms. Our legal matters are of 

a relatively minor nature and a written agreement has not been deemed necessary. 

I Ib .  See response to the Attorney General's Initial Data Request item number 3 and 4. 

1 IC. 1 & 2 Expenses for both these categories were normal recurring attorney fees that we experience 

on an ongoing basis. 

1 Id .  Zero. 

WITNESS: Burns E. Mercer 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 12. Refer to the Application. Exhibit 10. 

a. Provide the name of the NRECA Representative and alternate for 

Meade. 

b. Provide the name of the Kentuckv Association of Electric 

Cooperatives PKAEC") Representative and alternate for Meade. 

c. On paae 2 of 1 1, Meade indicates it has removed $2,769.98 in life 

insurance premiums for its directors. On paae 3 of 11, Meade Drovided a schedule that 

lists health insurance instead of life insurance. Did Meade provide both life and health 

insurance to its directors durinq the test vear? If yes, provide a schedule showinq the 

premiums for both &pes of insurance coveraae. 

A. 12 a & b. See response to AG item number 2. 

12 c. No, Exhibit 10, page 3 of 11 was incorrectly 

headed. Instead of Health Insurance it should have 

been headed Life Insurance. 

Witness: Bums E. Mercer 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 13. Refer to the Amlication, Exhibit 10, paqe 3 of 11 and Exhibit 9. page 2 of 6 

line 29. Explain the differences in the airfare for the attornev and the directors 

who attended the NRECA annual meetinq. 

A The attorney obtained his reservation on a later date and 

the airline charged a different rate. 

Witness: Burns E. Mercer 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

A. 

Q 14. Refer to the Application, Exhibit 10, paaes 3 throuah 10 of 11. concerning 

Meade's Directors: 

a. Explain the nature and DurDose of the followina meetinqs attended 

bv manv of the directors. Include a detailed explanation of whv each should be included 

for rate-makinq purposes. Provide a CODY of any meetins material or aqendas 

provided to the attendees. 

1. NRECA Reaion 111 meetina. 

2. NRECA annual meetinq. 

3. Meetinq at Biq Rivers. 

14 a I. NRECA Region 111 Meeting 

This is a meeting held yearly among cooperatives in the NRECA 

Region 111 which discusses management and board issues as well as 

electric industry issues which are broad topics of interest at the time. 

Agenda attachment, pages 2 through 7 of this item 

14 a 2. NRECA Annual Meeting 

This meeting is devoted to topics of interest in the electric cooperative 

industry as well as the business meeting necessary to conduct a national 

associations business. Agenda attachment, pages 8 and 9 of this item. 

14 a 3. Big Rivers meeting: 

This meeting was held to inform the Big Rivers distribution cooperative board members 

of Big Rivers on-going discussions with LG&E / EON about the unwind of the Big 

Rivers lease. 

Witness: Burns E. Mercer 
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NEW DIRECTOR ORIENTATION 
(Huk-ky /imgrmii - 6 - p n m r r d  (:\I NMCA. CFC, AWC) 
Regency V Ballrooin (Atlanta Conference Center) 

REGISTRATION OPENS (UNTIL 4:30 PM) 
Cenrennial Ballroom Foyer (Ballroom level) 

REGION 2 RESOLUTIONS COMMITTEE MEETING 

Dirnwoody Room (Atlanta Conference Centei) 

REGION 3 RESOLUTIONS COMMITTEE MEETING 
Courtland Room (Atlanta Conference Center) 

NRECA PROGRAMS AND SERVICES CENTER 
Innim Room (Atlanta Conference Ccntei,) 

Insurance and Financial Seivices 
* Exccucivc Search 

* National Consulting Gioup 
RUS CONSULTING ROOM 

Harris Room (Atlanta Confciencr Cencer) 

FIRST GENERAL SESSION 

Ccntennial Ballroom I11 C)c. IV (Ballloom level) 

Call to  Order 
GALEN MILLS, Region 1 Executive 
Coriiiiiitcceperson. prrsrdirg 

Welcome 
Honorabk  LISA M. BORDERS, 
City Council President, Atlanra, Georgia 

Pledge of Allegiance 

Invocation 
BILL. CARPENTER, Dirccroi. 
Jackson EMC, 1cffcrson. Georgia 

Introduction of Directors and Officers 

Announcements 
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t 

Report of the Chief Executive Officer 
GLENN ENGLISH, NRECA CEO 

Energy: Today’s Business Realities 
Moderator: MARY MCL,/\UItY, Nl? Eci\ 
Vice Presicirnt, Education and Training 
DENA STONER, NRECA Vice President, 
Govcrninciit Kelncions 

KIRK JOHNSON, NRECA Executive Dirccm, 
Environmcntnl Issues 

Refreshment Break 

Ccntcnnial Bdlioom Foycr (Ballioom Icvcl) 

Resolutions Overview & Briefing 

Review of Suggested Bylaws Changes 

Announcements 

Adjourn 

(SpwjwrA by hdccmrrd h , n l  Elrrrrrrr Irrsr~rmrir E x ~ J o I ~ ; )  

NlSC DISTRICTS 2 & 3 MEMBERSHIP MEETING 
( h r r r r d i i ~ r ( v  filloieirg I / JC  Gcrre,al SrssiwQ 

Coiirtland Room (Atlanta Coiifc~c~icc Ccntcr) 
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ACTION COMMITTEE FOR RURAL ELECTRIFICATION 
(ACRE) BREAKFAST 

(Tiktrr, .?“I i, urc mtnilnblr ,I{ rbr NRLCA R~~~SIIOIIOII Drsk) 
Centennial Ballroom I1 (Ballroom L.evel) 

GAL.EN MIL.LS, ACRE Georgia Chair 

REGISTRATION RE-OPENS (UNTIL 4:oo PM) 
Centennial Ballroom Foyer (Ballroom level) 

REGION 2 NOMINATING COMMITTEE MEETING 

Fairlic Room (Atlanta Confeience Center) 

REGION 3 NOMINATING COMMITTEE MEETING 
Greenbriar Room (Arlanra Conference Cencer) 

NRECA PROGRAMS AND SERVICES CENTER 
Inman Room (Atlanta Conference Cciitei.) 

* Executive Search 
Insurance ;ind Financial Services 

* National Consulting G i w p  
RUS CONSULTING ROOM 
Harris Room (Atlanta Confetencc Ccntet) 

SECOND GENERAL SESSION 
Centennial Ballroom I11 & 1V (Ballroom level) 

MARTIN ANDERSON. NRECA f!ilabnnia Director, 
pniding 

Report of USDA Rural Development 
JAMES M. ANDREW, Administrator, 
Rural Utilities Sei vice 

Report of the NRECA President 
RONAL.D R. BERGH, NRECA Picsideill: 
and Alaska Direcror 

NRECA Financial Report 
JACK F. wOLFE, JR. .  NRECA Vicc Presidcnt 
arid SoLitli Carolina Dircctor 
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Presentation of Educational Certificates 
RONALD 11. BEIIGH. NRECA President 
and Alaska Director 

Refreshment Break 

Centennial Ballroom Foyer (Balltooni level) 

Making Critical Business Decisions 
Moderator: MARTIN L,OWERY, NIX ECA Executive 
Vice President, Esternsl Afhics 

MICHAEL H. CORE, Presidcnt/CEO, B.* iu I i  ivcrs 
Electric Corporation. Henderson. Kentucky 

MICHAEL. A GOODKOE, Prcsidcnt/CEO. Sawnee 
EMC,  Cumrnings Georgia 

THOMAS A. SMITH, Presicient/CEO. Oglctliorpc 
Power Corporation, TLICIW, Geoigia 

Announcements 

Adjourn 

(:r,orim~,/ b,, f i d r r d  R I I ~  E h i r  h w i i n i r  Exrhnrgci 

FEDERATED RURAL ELECTRIC INSURANCE 
EXCHANGE DIRECTOR NOM I NATl N G MEET1 N G 

Ccnccnnial 13allroom IKI & IV (Ballioom level) 

T h e  Mceting to nominate two individtials to stand 
for election as Directois of Federated Rural Electric 
Insurance Eschange. for Region 2 only. will be in the 
front of the room following thc Second General 
Session. Tko diteccors will stand f o ~  election “at 
Iaigc” ;it the Annual Membership Meeting of the 
Esc1i:Ingc. March, 2007, L.as Veg~s ,  Ncvnda. 

GENERAL MEMBERSHIP LUNCHEON 
<liikr*~s, .! 3 5 ,  nwirbibk 01 N R K X  R c p m ~ i o r i  11dj 
Cenccn n i a1 13a1 Irooni IT (Rall room Lcve I ) 
TERRY RAY, Novelist ;ind Scieenwriter, 
Athens, Gcoigia 
“Thr Em tbr I i&s Caarr Orr ” 

THIRD GENERAL S E S S I O N  
Centennial Ballroom TIT & 1V (Oa11rooiii level) 

ANGUS s. HASTINGS, NfiECA Florida Directot, 
prrsiditg 
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International Programs Presentation and Video 
“Celebration of Lights” 
INGRID HUNSICKER, N R E C A  Mmagei,  

Winning the War forTalent 
MONICA SCHMIDT, vice Piesidcnt. 
N,itton.d Consulting Group 
BOB PATTON, NRECA si PLtnctpal. 
Editcatton Programs 

Twenty Years of Malting a Difference: 
A Report from NRTC 
BOB PHILLIPS, Piesideiit/CEO 
Adjourn 

In tcr nattoncil  found.^ t ion 

NATIONAL RURAL UTILITIES COOPERATIVE FINANCE 
CORPORATION (CFC) DISTRICTS 2 & 3 MEETING 
Ccntcnninl Ballroom 111 & IV (Bd11ooni level) 

SHELDON C. PETERSEN, Governor/CEO 
GARY HARRISON (AL), Overall Chairman 
BOBBY WIL.L.IAMS (GA), Ovel-all Seciccaiy- 

loin Sheldon and the District 2 & 3 Board 
Members for a review of CFCi op.; C I  itions 
and an  indiistry trpdatc. 

An election will be held foi the District 2 
Directot-Director position and fix the At-L.argc 
Diiector position on thc CFC Boaid. 

Trexiircr 

INTERNATIONAL PROGRAMS AND 
FO U N DATl 0 N PRES ENTATl 0 N 
“Americans Malting a Difference” 
Baker Iioom (Atlanca Conference Center) 

REGIONAL RECEPTION 

Centennial Balliooni 1 & 11 (Ballioom L.cvc1) 
( M W , ~  NRTC cporSlicl E A K j  
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CEO BREAKFAST 
(Co-qmmmi 
liegency V Ballroom (Ballroom Level) 

FOURTH GENERAL SESSION 

Centcnnial Ballroom 111 8 I\! (Ballroom Icvel) 

ROBERT J. OCCHI, NliECA Mississippi Director, 
piesiding 

Coffee Talk: Member Issues 
RONAL,D R BERGH. NRECA President 
GLENN ENGLISH. NRECA CEO 

BUSINESS MEETING (REGION 2) 

Internacional Balli:oom (International Tower.) 
GALEN MIL.LS. Jicgion 2 Execiitivc 
Cornniitcecperson. pr rs id iq  

BUSINESS MEETING (REGION 3) 
Centcnninl Ballroom IT1 8 TV (13nllroom Ic~el )  

MICHAEL. L. MILLER, Region .j Executive 
Comniictceperson, yresidiig . Call eo Order 

0 Adoption of Agenda 
0 Adoption of Standing RLI~CS 
0 Approval of Minutes of 2005 Region Meeting 
0 Incroduccion and Repore of 

* Election of Region Meinhers to 2007 

* Consider;icion of Proposed Resolutions 
0 New 13usincss 

NRECil , IJIA CFC.'; (;v Ilrvi/il/iori OJI!\;) 

Nominating Commietee 

NliECA Standing Comrnitcees 

Ad jot) rn 
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2006 Annuip g I& Expo s c  
Tuesday, February 14 
8:OO a.m. - 5:OO p.m. 

Wednesday, February 15 
8:OO a.m. - 5:OO p.m. 

RUS Electrical Engineering Workshop 

RUS Electrical Engineering Workshop 
TechAdvantage' Pre-Conference Workshops 

Thursday, February 16 
8:OO a.m. - 5:OO p.m. 
8:OO a.m. - 4:OO p.m. 

TechAdvantage' Conference 
Director Training 

Friday, February 17 
8:OO a.m. 
8:OO a.m. -- 4:00 p.m. 
8:OO a.m. - 4:00 p.m. 
9:OO a.m. 
9:OO a.m. - 4:3O p.m. 
4:3O p.m. - 7:3O p.m. 

Saturday, February 18 
8:00 a.m. - 4:OO p.m. 
8 3 0  a.m. - 4:3O p.m. 
8:3O a.m. 
9:OO a.m. - 12:lO p.m. 
1O:OO a.m. - Noon 
Noon 
Noon - 3:3O p.m. 

Sunday, February 19 
7:3O a.m. 
8:OO a.m. - 4:00 p.m. 
8:3O a.m. -Noon 
8:3O a.m. 
9:OO a.m. 
10:3O a.m. 
1 1 :00 a.m. - 3:OO p.m. 
3:00 p.m. 

Monday, February 20 
7:3O a.m. 
8:3O a.m. - 11:OO a.m. 

11:3O a.m. - 2:3O p.m" 

Standing Committee Joint Meeting 
TechAdvantage@ Conference 
Director Training 
Standing Committee Meetings 
Workplace Law Workshop 
TechAdvantage' Expo Gala Grand Opening 

Director Training 
Legal Seminar 46 
Standing Committee Meetings 
Technology Showcase 
TechAdvantage@ Expo (CEO & Co-op Staff Only) 
Electric Cooperative Bar Association Annual Meeting 
TechAdvantage' Expo 

Congressional Action Center 
Director Training 
Legal Seminar 46 
NWCA Board Meeting 
Ecumenical Service 
NISC Annual Meeting 
TechAdvantage' Expo 
NRTC Annual Meeting 

Congressjonal Action Center 
NRECA Annual Meeting - Opening General Session 
Q Report of NRECA CEO 
0 Distinguished Service Award 
e Keynote Address 
TecliAdvantage' Expo 
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Noon 
1 :OO p.m. 
2:45 p.m. 
8:OO p.m. 

Celebration Luncheon 
NCSC Annual Meeting 
Forum Sessions 
Entertainment Night 

Tuesday, February 21 
7:3O a.m. congressional Action Center 
8:3O a.m. Second General Session 

0 Youth Leadership Council 
0 Rural Utilities Service Report 
e 

0 NRECA President’s Report 
0 

0 NRECA Secretary/Treasurer’s Report 
0 Nominations & Resolutions 

Clyde T. Ellis Award Presentation 

Touchstone Energy Cooperatives Annual Meeting 
1O:3O a.m. Business Session 

1 :00 p.m. Forum Sessions 
2:3O p.m. CFC Annual Meeting 
4:3O p.m. Federated Rural Electric Insurance Exchange Annual Meeting 

Wednesday, February 22 
7:OO a.m. ACRE@ Breakfast 
7 3 0  a.m. - 11:OO a.m. 
8:3O a.m. - 11 :00 a.m. 

Congressional Action Center 
Closing General Session 
e International Program Presentation 
0 Award Ceremony 
0 Keynote Address 
e Cooperative Director Celebration 

*Schedule subject to change. 
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MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 15. Refer to the Application, Exhibit 11, paqes 1 throuqhg 

a. On paqes 2. 5 and 6 of 6, there are transactions for emplovee loa0 

- shirts and shirts to desiqnate emplovees. Explain whv these transactions 

-- should be included for rate-makinq purposes. 

b. Concerninq safely. conservation, and information advertisinq shown on 

pages 2 and 3 of 6, provide a COPY of the following advertisements or the text 

of the advertisement: 

U P a q e  2 of 6, line 22, WXBC Radio. 

(2) paqe 2 of 6. line 33, Meade Co. Communications 

/3) paqe 3 of 6. Line 85. L.A.W. Publications 

c. Explain whv the Christmas displav shown on paae 2 of 6, line 20, 

and the sports sponsorship shown on paqe 3 of 6, line 76, should be 

included for rate-making purposes. 

d. Refer to paae 4 of 6, line 24. Explain the purpose of the Economt 

Development investment transaction and whv it should be included for 

rate-makinq purposes. 

e. Refer to paqe 4 of 6. line 38. Explain the purpose of the NRECA 

meetinq renistration and whv it should be included for rate-makins purposes. 

f.  Refer to paqe 4 of 6, line 30, 41 and 49. Explain the purpose of the 

meeting attended bv Dave Pace and whv these expenses should be included 

for rate-makinq purposes. 

g. Refer to paqes 4 and 5 of 6, lines 56. 60, and 73. Explain the purpose 

of the NRECA Connect conference and whv these expenses should be 

included for rate-makinq I)urposes. 
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h. Refer to paqe 5 of 6. lines 87 and 93. Explain the purpose of the Member 

services conference expenses and whv these expenses should be included 

for rate-making purposes. 

i. Refer to paae 5 of 6. Are anv of the items that were individuallv less than 

$100 related to Christmas qifts. Christmas activities, or the Washinaton Youth 

Tour? If ves. identifv the amounts. 

A. 15 a. 

15 b 1. 

15 b 2. 

15 b 3. 

15 c. 

15 d. 

15 e. 

15 f. 

MCRECC pays for logos on employees' shirts as well as 

shirts with logos for our annual meeting. We believe this is 

a legitimate employee benefit as well as a benefit to the cooperative. 

WXBC Radio advertisement, refer to page 4 of this item. 

Meade Co. Communications, refer to page 5 of this item. 

L.A.W. Publications, refer to page 6 of this item. 

The Christmas Display shown on page 2 of 6, line 20 was an 

advertisement informing customers of our office hours during 

the Christmas season. 

The sports sponsorship shown on page 3 of 6, line 76 should not 

be included for rate making purposes. 

Page 4 of 6, line 24 was the registration fee to a Kentucky Economic 

Development Association meeting. This association is a group of 

economic development professionals who meet occasionally to 

discuss ways of promoting Kentucky's economy. 

Page 4 of 6, line 38 is the registration fee for a MCRECC employee 

to the NRECA annual meeting. We believe this is a legitimate expense 

for rate making purposes. 

Page 4 of 6, lines 30,41 and 49. All the expenses on these lines were 

expenses to the NRECA annual meeting and we believe they are legitimate 
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expenses far rate making purposes. 

15 9. In the rapidly changing electric utility industry, Communication is 
important to keep our membership informed of the latest in technology, 
safety, and general information about the electric industry. To be up-to- 
date, training and information is necessary to keep up with the latest trends 
important to serving our members. The Connect Conference sponsored by 
the National Rural Electric Cooperative Association provides timely 
information and the latest in technological advances to help cooperatives 
serve their members. 
Enclosed is a copy of the agenda for the 2006 Connect Conference. 
Topics ranged from crisis communications to economic development to 
managing high-bill complaints to energy efficient products for members to 
energy trends to energy efficiency, to customer satisfaction. 
In addition, the conference provides opportunities for networking with 
colleagues from around the country to learn best practices to maintain and 
improve service to our members. 

See agenda attachement, pages 7 through 10 of this item. 

15 h. 
In the rapidly changing electric utility industry, communication is 
important to keep our membership informed of the latest in technology, 
safety, and general information about the electric industry. To be up-to- 
date, training and information is necessary to keep up with the latest trends 
important to serving our members. The Member Services conference 
sponsored by Kentucky’s Rural Electric cooperatives for Kentucky’s Rural 
Electric Cooperatives provides timely information and the latest in 
technological advances to help cooperatives serve their members. 
Enclosed is a copy of the agenda for the 2006 Member Services 
Conference. Topics ranged from discussions about marketing programs to 
help our members with energy efficiency to Touchstone Energy Branding 
to School Safety programs to communicating information about rate 
increases. 
In addition, the conference provides opportunities for networking with 
colleagues from around the state to learn best practices to maintain and 
improve service to our members. 

See agenda attachment, page 11 of this item 

45 i. Page 5 of 6. No. 

Witness: Burns E. Mercer 
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Meade Couniy REXC - 60 Second Radio Ad (1) 

What $you couldpay the samefor heat this winter as last? Well, 

you can ifyou ’re served by Meade County RECC. 

High energy prices in the wake of Hurricanes Katrina and Rita are 

expected to take their toll this winter on consumers who heat with 

natural gas and propane. But if you’re served by Meade County 

RECC, your electric rates won’t be affected at all. You’ll continue 

to pay one of the lowest rates in the country for your electricity. 

Of course, keeping energy costs low is just one of the many ways 

your locally-owned Meade County RECC is working hard to serve 

you. It’s making a big difference and saving you money-this 

winter and beyond. 

Meade County RECC: 

Serving your needs. Saving you money. 
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Temperatures may befalling. Energy prices may be rising. But f 

you ’re served by Meade County RECC, your electric rates are 

remaining the same this winter. 

If the idea of heating your home this winter gives you the chills, 

Meade County W d C C  has some news that will make you feel 

warm all over. As the rest of the country copes with the major 

cost increases of natural gas and propane, with some heating bills 

projected to rise as much as 50% or more in some areas, your 

electric rates will remain the same this heating season. You’ll be 

unaffected by the economic uncertainty caused by Hurricanes 

Matrina and Rita, and you’ll continue to pay one of the lowest rates 

in the country for your electricity. We call it the cooperative 

difference. You’ll call it one more reason to be glad you’re served 

by a Touchstone Energy cooperative. 

Meade County RECC: 

Same great service. Same great rates. 
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ommodily Specialist 

Life 
Not 

s. 1 1  0 

1 
---_I --- 

Paper Company Supports  Sheriff Butch K e r r i c k  
I I 

Junction 448.& 1638 - Brandenburg 
888-920-21 41 / www.TonyBrownChevrolet.com 

Your Touchstone Energy" Coaperative - 
your chil;tren must be to reacize that 

their mstprecwus asset is a soundmindand 
a l;eaC$Godj. UnfortunateCy, dmst every 
&il;tat some time wil6e in canixzt with 
nurcotic pushers or users. Use this book as 

a rferem inpreyaring your cfii@ren to resist 
the temptation abuse. For your chips 

sa@, discuss this probhm with them and 
become q e r t s  in &fiel;tof&tection. 

0 L.A W PUBLICATIONS 
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MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 17. Refer to the APplication, Exhibit 13. 

- a. Describe the benefits received and the obliqations and 

responsibilities incurred bv Meade throuqh its involvement with 

Wildblue wireless Internet services ("Wildblue"). Indicate when 

Meade first became involved with Wildblue. 

- b. Provide copies of any contracts, memoranda of understandinq. or 

other documents that detail the business relationship between 

Meade and Wildblue. 

- C. Provide the number of Meade's customers who were receiving 

service from Wildblue in each calendar vear since 2001 and in the 

test vear. 

- d. Provide a schedule showinq the revenues. expenses, and net profit 

or loss associated with Wildble for each calendar vear since 2001. 

The schedule should reflect the format used in Exhibit 13. 

A. 17a. High speed Internet is available only in limited areas throughout the 
Meade County RECC service territory. Options available at the time 
to consumers were high-priced satellite Internet systems that also 
required the use of phone lines to provide service. 
Meade County RECC saw the need to provide its members with a 
reliable, affordable service previously unavailable to them. Meade 
County REEC is not involved directly with WildBlue Corporation. 
Meade County RECC is partnered with the National Rural 
Telecommunications Cooperative W T C )  who is partnered with 
WildBlue. Meade County RECC has no direct contact, in any 
manner, with WildBlue for service, equipment, marketing or 
technical support. ,411 contacts and consultation is though 1VfQTC. 
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17b. 

17c. 

17d. 

Meade County RECC serves as an agent for WildBlue satellite 
Internet service and is responsible for selling, contracting of 
installation, billing and processing payment for the service, ordering 
and warehousing equipment and marketing and advertising of the 
service. 
Meade County RECC signed its agreement with NRTC in 2003. 
The first WildBlue system was installed in July 2005. 

Attached as pages 4 through 78 are copies of original and amended 

contracts with NRTC for Wildblue operations. 

Following is a recap of Wildblue customer count since operations began 

in August 2005: 

-- Year Total Customers MCRECC Customers on Wildblue 

2005 75 40 

2006 175 100 

Attached as page 3 of this item is a schedule showing the revenues, expenses, 

and net profit or loss associated with Wildblue for 2005 when operation began. 

Witness: Burns E. Mercer 
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A" 

- 17d. Provide a schedule showins the revenues. expenses. and net orofit 

or loss associated with Wildblue for each_,calendar year since 2001. 

The schedule should reflect the format used in Exhibit 13. 

Wildblue operations began in August 2005. 17d. 

417.001 Service revenue 
417.002 Equipment revenue 
417.004 Other revenue 

Total revenues 

417.101 Cost of service 
417.102 Cost of Equipment 
417.103 Cost of installations 
417.104 Cost of other services 
417.105 Cost of support expenses 
41 7.106 Cost of billings 
417.107 Cost of other customer service 
41 7.1 08 Advertising expenses 
417.1 10 Depreciation expenses 
417.1 11 Administrative expense 
417.1 13 Participation fee, amortization 

Total expense 

Net profits(1oss) 

Calendar Year Calendar Year 
- 2006 2005 

123,529 $ 17,455 
39,059 27,868 
5,752 50 

168,340 45,373 

74,556 
50,403 
18,126 

36 
30,641 
2,203 
1,325 

13,793 

6,392 
55,538 
16,644 

10.990 
564 

541 
271 

10,047 

191,083 100,987 

$ (22,743) $ (55,6141 
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National Aural 2121 Cooperative Way Voice 703 787 0874 
Telecommunications Herndon, Virginia Fax 703 464 5300 
Cooperative 20171-4542 Web www.nrtc.org 

N R T C  

August 22,2006 

Dear WildBlue Member, 

Recently, NRTC communicated with you about the upcoming changes in the WildBlue Amended Member 
Agreement and we mentioned that a Restated and Amended NRTC Member Agreement for Marketing and 
Distribution of WildBlue Services (referred to as the “Amended Member Agreement”) would be distributed 
to you. 

Yesterday, the NRTC Board gave its final approval of NRTCs amended Master Distribution Agreement (the 
“amended MDA”) with WildBlue and the Amended Member Agreement. WildBlue has also reviewed and 
approved the Amended Member Agreement. We are sending you the enclosed information to provide you 
tools to help you feel comfortable with this process. NRTC is excited about this new opportunity and we are, 
looking forward to serving you through the implementation of the amended MDA and continued evolution 
of the business. 

We have a variety of resources at your disposal should you have any questions. All members of our team 
will help you understand and answer any of your issues or concerns. The NRTC Regional Business 
Managers and Sales and Marketing Managers are your first line resource. If you are not certain who you 
should talk to, go to httD:l/www.nrrc.coodus/main/about nnclfieldstaff, click on the state in which you 
conduct your business and you will find the contacts for your region. NRTC’s WildBiue Internet Services 
division personnel can also assist you. On the legal front, our Legal Department is ready to assist as well, if 
needed, with any legal questions. Further within this memo, we have included specific contact information 
for your benefit. 

Enclosed YOU will find the Amended Member Agreement along with supporting materials to help you 
understand the changes that have been made. NRTC changed only those provisions that are necessary to 
correspond with the amended MDA and those that are no longer applicable. 

Because the amended MDA takes effect and impacts your operations as of October 1,2006, we must request 
that you sign and return the two executed originals of the Amended Member Agreement no later than 
September 29,2006. We will then sign and return one original to you. We have enclosed a pre-paid FedEx 
envelope for you to use to return the materials to NRTC. 

1 apologize for the compressed time schedule required for your review and acceptance of this Amended 
Member Agreement. This time frame is dictated by the terms of NRTC’s amended MDA with WildBlue, 
which provides you with the same benefits and terms as those granted to EchoStar and DIRECTV. 

TC 

NRTC exercised the most favored nation 0 clause of its original h4DA with WildBIue because the 
terms of WildBlue’s distribution agreement with EchoStar and DlREcTV were, on balance, more favorable 
than those of NRTC‘s agreement. We believe these amended terms for WildBlue service will be of benefit to 
your operations and provide the potential for greater return on your investment, as well as improved service 
levels to yowr members. The key benefits reflected in the Amended Member Agreement include: 

1me&ah R @ ~ U C ~ ~ Q K M  in Whollesde Rates: First and foremost, as of the October 1 effective date, 
the Amended Agreement will provide you with an immediate wholesale cost reduction 0f 
approximteh $1 on averam Der month per subscriber, among the thee  Internet service packages. 
Beghning April 1,.2007, there will be an additional approximate $1 on average per month per 

8 

http://www.nrtc.org


August 22,2006 
Amended NRTC Member Agreement 
Page 2 

subscriber rate reduction. This average is based on your mix of subscribers among the three Internet 
service packages. Please see the exact reduced rate that will benefit your business in attached Exhibit 
B. 
Greater Flexibility to Set Retail Pricing: The Amended Member Agreement also provides fixed 
wholesale rates. That means that you will have the right to set the retail rate for each WildBlue 
service package. In addition, there is no longer a specified price for equipment and the standard 
installation package. NRTC WildBlue members will have the right to set prices for the WildBlue 
Service, equipment, instaIlation and warranty. 

Greater Freedom to Use Sales Agents and Sales Tools: NRTC WildBlue members will have 
greater flexibility to use sales agents, local points-of-presence and the Internet as sales channels. 

Specific Service Level Commitments and Credits: The new MDA contains specific service-level 
commitments from WildBlue. These- service-level terms address spot-beam service availability, 
maintenance outage time, unplanned outages, Web browsing time, and uploaddownload speeds. If 
specified levels of service availability are not met, WildBlue may be obligated to provide credits 
which NRTC will pass along to NRTC WildBlue members. 

= 

a 

a 

By exercising the MFN, we are required to take the new MDA in its entirety. While the term of the 
Amended Member Agreement remainsj0 years from the initial 2003 agreement, it is subject to continuation 
of the amended MDA 'between NRTC and WildBlue. The amended MDA has an initial term running to 
August 1,201 1. Thereafter, it continues with consecutive year-to-year renewals unless NRTC or WildBlue 
terminates on 180 days' prior notice. Potentially, therefore, if WildBlue were to exercise its right to 
terminate before one of the annual automatic renewals after the initial term ends in 201 1, the overall term of 
the Amended Member Agreement couId end up being shorter than the agreement term you have today. 

SUPPORTING DOCUMENTS ENCL 

To support you, your board and your counsel in reviewing the Amended Member Agreement, NRTC has 
included the following documents in this communication: 

An Overview of the Amended Member Agreement, which provides an executive summary of the 
amendments in plain language. 

A marked (redlined) version of the Amended Member Agreement in order to facilitate a line-by-line 
review of the amendments. 

= 

EN E $86 
As noed above, the t e r n  of NRTc's amended MDA will take effect on October 1. As of October 8,2006, 
your existing WilldBPue agreement will be terminated and no longer be in effect. ~ o ~ ~ ~ e ~ ~ y ~  NRTC 
must receive a signed COPY of your Amended ember Agreement on QP before September 2g7 2006. 
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When executing the Amended Member Agreement, please complete all information, including the company 
name on the first page and all information on the signature page. Please use the same company name under 
which you signed your original NRTC Member Agreement when executing this Amended Member 
Agreement. If you are not sure of the exact legal name, please call or e-mail our Legal Department at 
800-995-5592 or e-mail wbinfo@nrtc.coop Ptease return two original signed copies to NRTC at the 
following address: 

NRTC 
2121 Cooperative Way 
Hemdon, VA 20171 
Attn: NRTC Legal Department 

You will find enclosed a pre-paid FedEx envelope and label for you to use when returning the executed 
Amended Member Agreement to NRTC. Please use these for the return mailing. 

WILDBLUE MEMBER BUSINESS MODEL 

On the htemet Business Center, we have posted for all general managers and business managers a copy of 
the WildBlue Business Model. This financial model template allows each member to model their WildBlue 
business based on their local markets and assumptions. If you have any questions about the template, please 
contact your Regional Business Manaver or Sales and Marketing ManaF;er. 

NRTC STAFF READY TO HELP YOU 

We believe that the supporting documentation in this package should help you understand the changes in the 
Amended Member Agreement. If you have unanswered questions, please call: 

e Your NRTC Regional Business Manager or Sales and Marketing Manager. If you are not sure who 
that person is, go to: htto://v\..ww.nrtc.coo~/us/main/about nrtdfieldstaff. NRTC's field staff has 
received extensive training in the terms of the Amended Member Agreement and these professionals 
are prepared to answer questions and assist you in this transition. 

You are also weicome to call the NRTC WildBlue Internet Services division at 800-214-6782, 
option 3. 

If you or your counsel need assistance with legal questions, please use our toll-free number 
800-995-5592, identify yourself as an NRTC WildBlue member and ask for NRTC's Legal 
Department. You may also e-mail your questions to wbinfo@nr&c.coop. 

We realize that we are giving you a lot of information and we understand that you may have many questions 
and concerns. We are hopeful that most of those can and will be answered through communication with our 
field staff and/or telephone and e-mail communication with NRTC staff at our headquarters in Hemdon, VA. 
If we determine early in this process that questions are not getting answered effectively through this 
approach, we are prepared to quickly schedule one or more meetings so that our leadership team can make 
themselves availabte to answer concerns related to the agreement. We will count on your direct input 
through your N T C  Regional Business Manager or Sales and Marketing: Manager to let us know if you 

e 
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NRTG CONFIDE 

think such meetings are necessary. We will decide very quickly in September where and when to hold the 
meetings, if needed. 

MOWING FORWARD WITH YOU 

NRTC ~ Q W S  and understands that as an NRTC WildBlue member you have faced challenges with 
WildBlue’s service levels and other issues during the past year. NRTC believes that WildBlue’s service 
performance will improve and we continue to have confidence in the long-term viability of 
WildBlue. Bolstering that confidence is the fact that yesterday WildBlue announced that it had completed a 
$350 million debt financing that provides capital to fund the growth of WildBlue’s broadband business. 
That funding, combined with the scheduled launch of the WildBlue-1 satellite later this year, leads us to 
believe that NRTC and its members are about to see an exciting and rewarding new era with WildBlue. 

With the new terms that are contained in the enclosed Amended Member Agreement, we feel certain that 
your company will enjoy improved economics and better terms under which you receive and offer the 
WildBlue Service. To support you, your NRTC team remains focused on working intensely with WildBlue 
to improve the service levels and committed to helping you bring this valuable and needed service to rural 
America. We thank you for all your hard work and support. 

Best Regards, 

Bob Phillips 
President and CEO 

The information in this communication is “confidential” as that term is defined in the NRTUMember Agreement for 
Marketing and Distribution of WildBlue Services and is intended for the sole use of NRTC’s members. Any 
unauthorized disclosure: or distribution without the express written consent of NRTC is strictly prohibited. 
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ve ended Membe 
Below is an overview of the substantive changes in the Restated and Amended Agreement for 
WilldBllue. A marked version of that Agreement, which accompanies this document, shows, on a line- 
by-line basis, these and other minor changes. 

Pursuant to your existing agreement, the Amended Agreement supersedes that Agreement effective 
Oct. I, 2006. Your existing Agreement will terminate as of the effective date of the Amended 
Agreement. 

Exhibit 8: Immediate Reductions in Wholesale Rates 
e October 1,2006: the Amended Agreement will provide members with an immediate wholesale 

cost reduction of aumoximatelv $1 on average uer month per subscriber, based on your mix of 
subscribers among the three Internet service packages. 
Beginning April 1,2007: there will be an additional amroximate $1 on average per month per 
subscriber rate reduction, based on your mix of subscribers among the three Internet service 
packages. 
Please see the exact reduced rate that will benefit your business in Exhibit B. 

Q 

e 

Sections 2.1 (b), 4.2, 4.3 and Exhibit B: Wholesale and etail Pricing 
m 

8 

Fixed wholesale rate for each service package. 
Member has the right to set the retail rate for the service package. 
Member has the right to set price for installation, equipment and warranty with no revenue 
Sharing. 
Service package pricing rates set forth in Exhibit B will not change unless NRTC elects to 
adopt per kilobit pricing in the event that doing so is more cost effective and is in response to a 
change in service structure by WildBIue. 

8 

Section 2.1 (c): Sales channels 
Members now have greater flexibility to use sales agents, local points-of-presence and the 
Internet as sales channels. 

Sections 2.2(b): Satellite C&ange/Repointing 
m In the event of a change in satellite requires the repointing of dishes, the NRTC distributor will 

receive reimbursement “up to $75.” 

y pe rl i n ki n g 
WildBlue will no longer offer NRTC distributors the ability to hyperlink from its subscriber 
portal (willdbhe.net) to ara NRTC distributor Web site. 
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Overview of Amended NRTC Member Agreement 2 

Sections 2.6(a) and (b); Exhibit A I :  Service Level Agreements 
@ These sewice level agreements address the following events: 

o Spot beam service availability 
o Maintenance outage time 
o Unplanned outage 
o Web browsing time 
o Uploaddownload speeds 

If WildBhe does not meet specified levels of service and provides credits to NRTC, NRTC 
will pass those credits to its distributors under the terms of the service level agreements. 

Section 3.2 and Exhibit H: 90 Days to Correct a “Nonconforming 
B n st ai Bat ion” 

a Upon notification from WildBlue, NRTC will noti@ a distributor of any “nonconforming 
installation.” Correction of nonconforming installation is mandated under the Agreement. 
After receiving notice, the distributor will have 90 days to correct the installation. If, after this 
90-day period has elapsed, the installation has not been corrected, WildBiue has the “right” to 
correct the installation. NRTC has the right to charge the distributor up to $75 if the 
instailation corrected by WildBIue and charges NRTC. 

Sections 3.8 and 3.9: Criteria for Member Termination Removed 
a Criteria for terminating an NRTC member agreement, the designations of “poor performer” and 

the use of churn rate, have been removed. 

Section 3. ”I 0: Branding and Marketing 
WiIdBlue has granted NRTC and its distributors the right to continue use of the WildBlue 
brand through 2006. NRTC and WildBlue are now discussing licensing thg brand or private 
labeling the service starting in 2007. 
WildBlue no longer has the right to compel NRTC distributors to insert bill stuffers promoting 
WildBlue service. 

9 

Section 3.%4(d): NRTC now holds Right of First Refusal 
9 Under the transfer provisions, WildBlue no longer holds a Right of First Refbsal. 

Sections 3.1 5 and 8: solicitation 
0 The 90-day reconnect elimination, or “no poaching clause” has been removed. NRTC 

distributors may provide service to any customer known to have received service-with no 
waiting period - however: NRTC distributors may not “knowingly” induce a current WildBlue 
subscriber to breach an existing WildBlue service agreement. 
After &e &em of the agreement en&, NRTC distributors must wait 36 months before, on the 
bask of hfomation from WildBlue or obtained though this agreement, directly or indirectly 

a 
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Overview of Amended NRTC Member Agreement 3 

soliciting WildlBlue subscribers to switch to a competing service. For example, during the term 
of this agreement or during the 36-month waiting period, an NRTC distributor could send an 
advertisement for a competing Internet service, such as DSL, to all customers in that 
distributor’s service area but could not send that advertisement only to a targeted list of 
WildBlue subscribers. 

Section 6.1 and Exhibit E: Term of Agreement 
The term of the Amended Agreement remains ten years from the initial 2003 agreement, 
subject to continuation of the new Master Distribution Agreement (MDA) between NRTC and 
WildBlue. The MDA has an initial term running to August 1,201 1. Thereafter, the MDA 
continues with consecutive year-to-year renewals unless NRTC or WildBtue terminates on 180 
days’ prior notice. 

Section 7: Marketing under Capacity Constraints 
NRTC distributors must cease marketing the service and activating accounts in beams that have 
reached 90 percent of that beam’s capacity. This amendment is consistent with current 
practice. 

Section 9: Exclusivi 
a NRTC distributors cannot “offer, market, promote, sell or distribute, directly or indirectly,” a 

competing two-way satellite Internet service. 

Section 7 3. ”I 6: Protecting Network Integrity 
* WildBlue has the right to temporarily disconnect customers whose use of the service threatens 

to harm the integrity of the network without providing NRTC distributors with a 30-day notice. 
This amendment is consistent with current practice. 

Exhibit 8): Business Support Fee Details Provided 
Provides a more detailed listing of what is included in the Business Support Fee. 

The information in this rnemoranddcommunication is “confidential” as that term is defined in the 
NRTCNember Agreement for Marketing and Distribution of Services and is intended for the sole use 
of NRTC’s members. Any unauthorized disclosure or distribution without the express written consent 
Q~NRTC is strictly prohibited. 
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ENDED AND RESTATED 
FOR MARKETING TI ON 

OF WILDBLUE SERVICES 

This Agreement (“Agreement”) is made by and between the NATIONAL RlJRAL 
a District of Columbia cooperative (“NRTC”), and 

c .  C.C.9 , a duly authorized 
Eligible Member of NRTdrMember”), as of this 1” day of October, 2006 (the “Effective Date”). NRTC 
and Member may be referred to throughout this Agreement each individually as a “Party” and collectively 
as the “Parties.” 

WHEREAS NRTC entered into a master distribution agreement dated as of July 30,2003 (the 
“Original WildBlue Agreement”) with WildBlue Communications, Inc., a Delaware corporation 
(“WildBlue”), through which NRTC obtained rights to market, promote, sell and distribute satellite-based 
Internet access services and ielated products to end users in the continental United States, including 
through its Eligible Members (as defined in Exhibit A hereto); 

WHEREAS NRTC bas been providing Member with the nonexclusive right to market, promote, 
sell and distribute such services and products, and Member holds the right to market, promote, sell and 
distribute such services and products to Customers pursuant to an existing NRTC/Member Agreement for 
Marketing and Distribution of WildBlue Services (the “Original Member Agreement”); 

WHEREAS Section 13.8 of the Original Member Agreement provides that NRTC, in its 
discretion, may modify, amend, restate or terminate all or any portion of the Original Member Agreement 
for purposes, among others, of ensuring NRTC’s continued compliance with the Original WildBlue 
Agreement, as same may be amended from time to time; 

Agreement and in order to gain benefits for Member and itself, NRTC has amended and restated the 
Original WildBlue Agreement, in its entirety, as of August 1,2006 (the “WildBIue Agreement”); 

WHEREAS, following its exercise of “most favored nation” rights under the Original WildBlue 

WHEREAS NRTC and Member wish to hereby amend and restate the Original Member 
Agreement, in its entirety, to reflect and give effect to the revised terms of the WildBlue Agreement in 
order to benefit Member and NRTC; 

NOW, TKEREFORE, in consideration of the mutual promises contained herein and other good 
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, NRTC and 
Member hereby agree as follows: 

1. 
meanings set forth in Exhibit A attached hereto. 

Definitions. Certain capitalized terms not otherwise defined in this Agreement shall have the 

2.11 Distribution Rights. 

(a)“ Authorization. Member shall have the non-exclusive right to market, promote, sell and 
distribute to Customers, directly and through Authorized Agents, the CPE and WB Service (“Distribution 
Rights”). Without NRTC’s prior written consent (which may be withheld in NRTC’s Discretion and is 
also subject to WildBlue’s approval), Member and its Authorized Agents shall not distribute, seU, offer 
for sale or otherwise use the CPE for any purpose other than for providing WB Service. h the event 

b 

- 1 -  
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NRTC obtains the right to distribute Additional WB Services, which are not bundled in any WB Service 
Package, which NRTC may authorize Members to distribute, NRTC will offer Member the right to 
distribute such Additional WB Services on terms and conditions specified by NRTC in NRTC’s 
Discretion, pursuant to the terms of an Addendum to this Agreement. 

@) WildBlue Services Offered. During the Term, Member may market, promote, sell and 
distribute WB Service to Customers. During the Continuity Period, Member may only market, promote, 
sell and distribute WB Service to then existing Customers. Member has the right to determine the t e r n  
on which it may offer the WB Service, except for such terms as NRTC may from time to time specify. 
Neither Member nor any Authorized Agent shall sell WB Service, without NRTC’s prior written consent, 
to any individual or entity known to Member (after reasonable inquiry) to have accounts for WB Service 
at five or more locations. 

(c) 
Customers through internal sales channels, its ARliates and Authorized Agents. Neither Member nor any 
Authorized Agent shall use or contract with any Master Agent to market, promote, sell, distribute or 
install WB Service or the CPE to Customers, or to identify, solicit, manage or compensate Authorized 
Agents, except as authorized by NRTC . Neither Member nor any Authorized Agent may scll the CPE or 
WB Service to third-party providers for further resale or distribution. Member may offer WB Service 
through multiple physical sales locations having Member’s primary brand or name as the primary name 
on the retail storefront, and may advertise and offer WB Service through online e-commerce sites. Upon 
notice from NRTC, Member shall stop selling or installing WB Service through any third party entity or 
person that NRTC or WildBlue identifies as having committed any acts of dishonesty or fraud in its or his 
dealings with WildBlue. NRTC shall have the right to review and approve the form of each contract 
between Member and an Authorized Agent relating to WB Service or the CPE (an “Authorized Agent 
Agreement”), and shall be designated as an express third party beneficiary under any Authorized Agent 
Agreement. 

Sales Channels. Member may market, promote, sell and distribute WB Service and the CPE to 

(d) Customer Apreernents. Prior to receiving WB Service, each Customer shall agree to be 
bound by and subject to the terms of the standard agreement that WiIdBlue uses for Subscribers of the 
WB Service Package for which such Customer subscribes (the “Customer Agreement”). NRTC shall 
provide the form of WildBlue’s*Customer Agreement to Member as soon as reasonably practicable. 
Member may propose to NRTC changes or modifications to the Customer Agreement for use by Member, 
subject to WildBlue’s prior written approval, which may be withheld in its sole and absolute discretion, 
WildBlue has agreed to approve any such changes or modifications that are reasonably necessary to 
comply with any applicable state and local laws. NRTC shall forward to Member any notice NRTC 
receives fiom WildBiue of WiIdBlue’s enforcement actions against a Customer. 

2.2 WB Service and Technicas Rauirements. 

(b) Satellite Determination. WildBlue shall determine in its sole and absolute discretion, 
which satellite shall serve each Customer, and may from time to time change such satellite; provided, that 
in the event of any such satellite change, WildBIue shall either pay any and all direct costs related t~ 
repositioning the CPE or other WildBlue-provided equipment or perform the CPE repositioning itself, 
subject to Member’s then current business practices regarding service calls. In the event of such satellite . 
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change and/or repositioning, Member agrees to work in good faith with NRTC and WildBlue to effect an 
orderly satellite change andor repositioning, and shall be entitled to be reimbursed by NRTC for up to 
$75.00 of its reasonable direct costs for performing services related to any such repositioning, if and to 
the extent NRTC receives a corresponding reimbursement from WildBlue pursuant to the provisions of 
the WildBlue Agreement. 

(c) Bandwidth Manaeement. Member acknowledges that WildBlue may fkom time to 
time, without prior notice to Member, restrict the bandwidth and other system resources consumed by 
Customers and other Subscriben of similar WB Service Packages, according to any Fair Access Policy as 
then in effect. WildBlue and/or NRTC may take other reasonable actions to enforce the t e r n  of a 
Customer’s Customer Agreement directly against a Customer, including immediately terminating such 
Customer’s access privileges. 

2.3 Training. NRTC shall provide training to Member (and, as Member may reasonably 
request, Member’s Authorized Agents) in the instaflation, use, operation and support of WB Service from 
time to time during the Term at such time and location and for such fees as NRTC may designate. 
Member (and, as the case may be, its Authorized Agents) shall attend such training at its own expense. 

2.4 ISP Services. 

(a) ISP Services. iSP Services shall be provided in accordance with Exhibit G. 

(b) INTENTIQN ALLY OMXTTEDI. 

2.5 Customer SUDDO~~. NRTC shall provide NRTC Tier 1 Customer Support to Customers 
for and on behalf of Member, and NRTC Tier 2 Customer Support to Member. Member shall comply 
with such customer service policies and procedures as NRTC and WildBlue may from time to time 
implement, shdl provide Customers with accurate contact information for their respective NRTC Tier 1 
Customer Support or Member Tier 1 Customer Support customer care representatives, and direct 
Customers to exclusively utilize NRTC Tier 1 Customer Support or Member Tier 1 Customer Support. 
Member shall not contact WiidBlue’s customer support directly, and shall use commercially reasonable 
efforts to prevent Customers from attempting to do so. 

2.6 Service Availability. 

(a) Service SPecifications. The WildBlue Agreement provides that the WB Service shall at 
a minimum have the capability and functionality, and satisfy the service level specifications, generally set 
forth in the Service Specifications attached as Exhibit A-1. In the event of a service interruption or 
service failure, if and to the extent NRTC receives a corresponding credit from WildBlue pursuant to the 
provisions of the WildBlue Agreement respecting such service interruption or service failure, NRTC will 
provide a credit to Member. Notwithstanding anything herein to the contrary, and subject to the 
provisions of Section 1 I .3, such credit shall be Member’s sole remedy for such service interruption or 
service failure. 

ID# 474132v18/9220-35/ 08.212006 
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(b) Service Failure. Pn the event of a service failure, if Member receives from NRTC any 
refunds, bitling adjustments and cessations of billing, Member shall provide its affected Customers the 
fuIl benefit of same. 

3. Member’s Obligations. 

3.1 Member Functions. Member shall be responsible for and shall perform all sales, 
installation, account management and billing and collections services in connection with the provision of 
WB Service and the CPE to Customers. 

3.2 Installation. Member agrees that no technician shall install WB Service or the CPE for 
Customers or provide other related services to Customers on behalf of Member until sucb technician has 
passed standard WildBlue certification testing, or equivalent certification testing provided by NRTC at 
Membcr’s (or, as applicable, the Authorized Agent’s) expense. Member and its Authorized Agents shall 
allow only WildBlue- or NRTC-certified technicians in good standing (as determined by reference to 
WildBIue policies) to perform installations and service. Member and its Authorized Agents shall perform 
all installations of the CPE according to installation procedures and standards determined by WildBlue or 
NRTC, which procedures and standards may be updated or modified from time to time, and shall be 
responsible for correcting nonconforming installations as provided in Exhibit H. NRTC may disqualifL 
any specific technician or installation entity for failure to meet installation and service standards. 

3 3  Customer Support; Customer Restrictions. Member shall provide usual and 
customary customer care to Customers, including: (i) availability 24 hours per day, 365 days per year 
(directly as to billing questions and other support (without deductions for the Business Support Fees as set 
forth in Section 4.5) andor through NRTC via NRTC Tier 1 Customer Support); and (ii) assisting 
customers with processing CPE warranty claims. Member may offer service warranties to Customers at 
its discretion in addition to any applicable warranties provided by CPE manufacturers. Member shall 
submit all warranty claims through NRTC to the applicable CPE manufacturer (to the extent provided in 
the underlying CPE manufacturing agreement). Member and its Authorized Agents, as the case may be, 
shall be solely liable for any warranty claims relating to any additional warranties they may provide. 
NRTC shall have no liability to Member, Authorized Agents, Customers or any other person for warranty 
claims on the CPE. Member shall use commercially reasonable efforts to cause each Customer to comply 
with its obligations under its Customer Agreement 

3.4 Sales and Promotional Activities. Member and Authorized Agents shall use 
commercially reasonable best efforts to promote the sale and installation of the CPE and WB Service. 
Member shall honor any promotions offered and paid for by WildBlue and/or NRTC, as NRTC may from 
time to time require. 

(a) General. Member shall perform all Customer billing and collection functions. Member 
may hi11 its Customers for WB Service and/or the CPE together with bills for other services. Failure to 
bill Customers or a Customer’s failure to gay shall not reduce or relieve Member’s payment obligations to 
NRTC. 

ID # 474132v18/9220-35/ 08.21.2006 
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(b) JINTENTIONALLY OMITTED& 

3.6 Account Management Svstem/Provisioning Interface. Member and its Authorized 
Agents shall access and interconnect with WildBlue’s Subscriber account management systems through 
NRTC, via a provisioning interface developed by WildBlue (the “Provisioning Interface”) to order, set 
up, and manage the WB Service and other Customer-related activities and to provide information 
reasonably necessary to enable Member to bill Customers. 

3.7 Customer Data. 

(a) Reauired Data. At the time of installation, Member shall provide NRTC and WildBIue 
with the following “Customer Data” for each active Customer account: name, address, zip code, 
telephone number, email address, WB Service Package purchased, length of contract, amounts paid for 
the CPE and installation, the name of the installer and a unique identifLing number (of a type determined 
by NRTC) for each of the Member and the installer. 

@) Ownership Rights: Wse bv NRTC. Member shall have ownership rights in the 
Customer Data; provided, however, that Member shall permit NRTC and WildBIue to use and access 
Customer Data to perform tReir respective obligations under this Agreement and any related agreements, 
including without limitation for the provision of WB Service to Customers. Member agrees to cooperate 
reasonably with NRTC, as may be requested from time to time, to facilitate general communications 
between WildBlue and Customers (by email or other means). 

(c) No Sales bv Member. Member shall not sell any Customer Data to any third party 
without NRTC’s prior consent. In all events no Customer Data shall be sold to a third party unless such 
third party agrees in writing with Member and NRTC not to use such Customer Data to offer, market, 
promote, sell or distribute any non-WildBlue hternet access service to any Customers. The Authorized 
Agent Agreement shalt provide that the Authorized Agent shall not have any right to sefl Customer Data 
to third parties. 

(d) Reporting. Upon NRTC’s request, Member shall furnish to NRTC confirmation that 
Member has not become an Affiliate of a Specified Person. 

3.8 [INTENTIONALLY OMITTED.] 

3.9 [INTENTIONALLY OMITTE 

3.10 BrandineKonsumer Advertising. Unless otherwise agreed by NRTC in NRTC’s 
Discretion, Member shall offer WB Service under the WildBlue brand name through December 3 1 , 2006. 
Thereafter, the use of the WildBlue brand shall be only in accordance with such approvals, rules and 
guidelines as may be established from time to time by WildBlue and communicated through NRTC to 
Member. Through December 3 1,2006, (a) Member may indicate its involvement in WB Service, 
including the CPE, in a non-primary role (ie., 50% or less in terms of font size when compared to the 
WildBiuedefined brand) as being “brought to you by {Participating Member name)”; (b) Member may 
answer customer service lines as “WildBlue, brought to you by (Participating Member name): 
“(Participating Members name} , a WildBlue authorized service provider” or words to similar effect 
approved by WiPdlBlue; and (c) Member and its Authorized Agents shall comply with WildBlue’s “style 
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guide” for all use of the WildBlue logo and name and specifically, Member will provide all 
advertisements to NRTC for approval by WildBlue. All subsequent advertisements that are the same or 
substantively the same as previously approved advertisements will not require such approval by 
WildBlue. At all times during the Term, NRTC shall control the branding of the WB Service in 
accordance with terms established and/or approved by WiIdE3lue and CPE being offered to Subscribers in 
accordance with any agreement NRTC may reach with Wildl3lue regarding such matters. Any use of 
NRTC’s brands or WildBlue’s brands by Member in connection with any marketing literature, customer 
service representative scripting, automated voice response telephone messaging, websites or otherwise, 
shall be in accordance with such terms and conditions as NRTC, in NRTC’s Discretion, may specify in 
advance. 

3.1 1 License. NRTC hereby grants to Member a non-exclusive, royalty-free, limited sub- 
license to use WildBtue trademarks, service marks and trade names to the extent licensed to NRTC under 
the WildBIue Agreement or Section 3.10 above, solely in connection with marketing, promoting, 
distributing, and selling WB Service and thc CPE pursuant to and in accordancc with this Agreement. 
Such sub-license is not transferable, except that Member may grant sub-licenses under such sub-license to 
its Authorized Agents. All such uses shall be in accordance with WildBlue’s policies as modified from 
time to time in its sole and absolute discretion. WildBlue shall retain all right, title and interest in and to 
its trademarks, service marks and trade names worldwide, including any goodwill associated therewith. 
Any use of any such trademarks by Member and its Authorized Agents shall inure to the benefit of 
WildBlue, and Member and its Authorized Agents shall take no action that is inconsistent with 
WildBlue’s ownership thereof. Upon the expiration or termination of this Agreement, including the 
expiration or termination of the Continuity Period, Member and its Authorized Agents shalt ceae using 
the trademarks, service marks and/or trade names of WildBlue, except: (i) to the extent required to honor 
and carry out the provisions of this Agreement or the related Authorized Agent Agreements and any 
Customer Agreements then in effect and which are consistent with the terms of this Agreement, or (ii) to 
the extent required by applicable law. 

3.12 Taxes. Member shall collect and remit to the relevant taxing authority all applicable 
taxes imposed by any local, state, national or international, public or quasi-public governmental entity 
payable by Customers which arise from the sale and installation of the CPE and/or the provision of WB 
Service to Customers. Any other taxes, fees, etc. arising out of this Agreement shall be paid by the Party, 
if any, responsible for paying such taxes under applicable law. Member will tender to NRTC all relevant 
federal, state andor local resale tax and reguiatory exemption certificate(s) or statement(s) covering ali 
WB Service or CPE or related hardware or other materials as may be requested by NRTC kom time to 
time. 

3.13 [INTENTHQNALI~Y OMITTED.] . 

3.14 Sale, Assignment. Delepation or Transfer of Rights and Oblbations bv Member. 

(a) General. Member may not sell, assign, delegate or transfer (“Transfer”) any rights or 
obligations under this Agreement, and/or any of its rights or obligations under any of its agreements with 
its Customers (collectively, “Member Rights and Obligations”), whether by sale of assets or stock, 
merger, consolidation or other reorganization, including by operation of law or order of court or 0th~ 
g ~ ~ i t ~ ~ m e i ~ t a l  aubjhority (each a “Tra’nsfer Event”), except as expressly permitted in Section 3. ]I It and this 
Section 3.14 
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(b) Certain Restrictive Provisions. In no event may Member Transfer its Member Rights 
and Obligations to any entity doing business as, or succeeding to the business of, any Specified Person 
without the prior written consent of NRTC which consent may be withheld by NRTC in NRTC’s 
Discretion. 

(c) Certain Permitted Transfers. Subject to Section 2.1(b), Member may Transfer all, but 
not less than all of its Member Rights and Obligations to a wholly-owned subsidiary (provided that any 
subsequent Transfer of such wholly-owned subsidiary, or of a controfling interest therein, shall constitute 
a Transfer Event subject to the restrictions set forth in this Section 3.14) or to a Successor without 
complying with the provisions of Section 3.14(d), if a11 other requirements of this Agreement are 
satisfied. 

(d) Ripht of First Refusal Provisions. Subject to the provisions of Section 3.14(b), not 
earlier than 30 months afier the date of Commercial Launch, Mcmber may Transfer all, but not less than 
all, of its Mcmber Rights and Obligations, provided that (i) the transferee is an Eligible Member at the 
time of Transfer (and the time of Transfer notice), (ii) the Transfer Event is approved by NRTC and (iii) 
Member complies with any applicable Transfer or right of first refusal policies of NRTC, as may then be 
in effect. 

3.115 Non-Soticitation bv Member. 

During the Tern and for a 36-month period thereafter, Member (or any other entity or person 
subject to this Agreement) shall not directly or indirectly target or use any information provided by 
WildBlue or derived fiom exercise of its rights under this Agreement, or WildBlue’s performance of its 
obligations under the WildBlue Agreement, to identify or solicit, induce or attempt to induce or otherwise 
provide an incentive to any active Subscriber to  w witch out'^ or convert such Subscriber to any other 
competitive Internet access offerings (e.g., DSL or an alternative satellite-based Internet access service) or 
video offerings. Subscribers (including Customers) can become subscribers of Member’s other Internet 
access offerings if they respond to generic, broad-based solicitations for such offerings. Member may not 
sell or provide information regarding Customers for any purpose other than Member’s or its Authorized 
Agents’ purpose of selling the WB Service to Customers pursuant hereto, installing CPE for the Service 
and servicing Customers. 

3.16 Policies and Procedures. 

(a) Fair Access Policy. Member and its Authorized Agents shall comply with any fair 
access policy andlor an acceptable use policy (collectively, ‘‘Fair Access Policy”) established or modified 
from time to time by Wildi3lue to address Subscriber utilization of bandwidth. 

(b) Privacv and Other Policies. NRTC shall provide Member notices and copies of 
WildI3lue policies and procedures, or any changes or modifications to existing policies and procedures, 
upon NRTC’s receipt of same Erom WildBlue. Subject to the requirements of applicable law, Member 
shall use commercially reasonable efforts to cause Customers to comply with such policies and 
grocedwes. 
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(c) Member in Good Standing. Member shall at all times use its best efforts to comply 
with any and all policies and procedures of NRTC, including policies and bylaws promulgated by 
NRTC’s Board of Directors, as in effect fiom time to time (“Good Standing”). 

(d) Communications with WildBlue. Member agrees that any communication by or 
between it and Wildl3lue respecting WB Service, the CPE or any matter that is the subject of this 
Agreement, including in connection with installation through use of the Provisioning Interface, shall be 
made exclusively through NRTC, unless otherwise authorized in writing by NRTC. 

(e) Action bv Member Against WildBIue. Neither Member nor any of its Authorized 
Agents shall bring or participate in any action against WildBlue without NRTC’s prior written consent, 
which consent may be withheld or conditioned by NRTC in NRTC’s Discretion. 

4. Service Packages, PricinP. Pavments 

4.1 Service Packages. The WB Service Packages offered and provided by WildBlue as of 
the date hereof are set forth on Exhibit I hereto. The Parties acknowledge that other WB Service 
Packages and offerings may be offered fiom time to time, and that Exhibit 1 may be updated accordingly 
from time to time by NRTC in NRTC’s Discretion. 

Pricing. Member shall determine the amounts charged to Customers for the CPE, 
installation, each WB Service Package, warranty service, support and any other related products or 
services. Member may charge additional fees for any enhancements it makes to service provided 
by WiIdBIue to the extent made available to its Customers. 

4.2 

4.3 Pavments. For each Customer, Member shall pay NRTC the amounts specified in 
Exhibit B as in effect fiom time to time for the applicable WI3 Service Package, regardless of the amounts 
charged to or collected from Customers. Subject to the provisions of Section 13.8 and Exhibit 5 hereof, 
NRTC shall not increase any of the Service Package Pricing rates currently set forth in Exhibit B. Such 
payments shall be due within 15 days after Member’s receipt of NRTC’s written monthly invoice(s) (or in 
a mutually agreed upon electronic format sufficient to enable Member to bill its Customers) issued at the 
beginning of each monthly billing period for such WB Service. All other payments for other charges or 
amounts due NRTC under this Agreement shall be due 15 days after Member’s receipt of an invoice. 
Payments made more than 15 days after receipt of an invoice (other than amounts disputed in good faith 
in writing by Member) shall bear interest at the rate of I .5% percent per month from the due date to date 
of actual receipt by NRTC. 

4.5 Business Smoort Fees. For each Customer, Member shall pay to NTRC, regardless of 
the amounts charged to or collected f?om Customers, a business support fee in consideration for NRTC’s 
provision to Member and its Authorized Agents (if any) of access to training, access to marketing support, 
Web-based account management tools, NRTC Customer Service, ISP Services and management of the 
Parties’ relationship with WildBlue (“Business Support Fee”). The Business Support Fee is specified in 
Exhibit D”and may be adjusted by NRTC from time to time in NRTC‘s Discretion and set forth in an 
amended Exhibit D provided by NRTC. Member agrees to pay the full amount of such business support 
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fee on a timely basis consistent with poiioies and procedures established by NRTC from time to time in 
NRTC’s Discretion, regardless of whether Member avails itself of any such services NRTC provides. 

5. The CPE. 

(a) Purchase, Sale & Forecasting of the CPE. Member shall purchase from or through 
NRTC or, at NRTC’s option, from WildBlue or directly fiom NRTC’s designated manufacturer@), the 
CPE at prices and on such terms as NRTC shall specify. In no event will NRTC’s CPE sales price 
charged to Member be more than NRTC’s CPE and related costs, including shipping, processing and 
handling. Member further agrees that if the CPE manufacturers are unable to fill CPE orders, NRTC 
shall, in NRTC’s Discretion, determine the manner of allocation and distribution of any CPE made 
available to it for distribution. Member shall comply with all CPE forecasting and ordering requirements 
specified by NRTC. 

(b) 
changes related to the CPE or any components thereof when NRTC receives such information from 
WildBlue. 

Notice of UDPrades. NRTC shall provide notice to Member of all material upgrades and 

6. Term/Termination. 

6.1 m. The initial term of this Agreement (the “Initial Term”) shall commence upon the 
Effective Date and end on the tenth anniversary of Commercial Launch unless terminated earlier in 
accordance with this Agreement, The Initial Tenn may be extended (any such extension, the “Renewal 
Term”) or reduced by NRTC, and any Renewal Term may be extended or reduced by NRTC, in each case 
in NRTC’s Discretion, in accordance with any modification of the term of the WildSlue Agreement by 
WildBlue andor NRTC pursuant to the terms of the WildBlue Agreement as set forth in Exhibit E. 

6.2 Continuity Period. During the period commencing at the end of the Initial Term or any 
Renewal Term and ending on the date on which the total number of Subscribers that are sold WB Service 
by NRTC and its Members, in the aggregate, is less than 20,000 (the “Continuity Period”), Member shall 
continue to service and support all its Customers existing on the first day of the Continuity Period, and all 
such existing Customers will remain covered on and under the financial and other terms of this 
Agreement as in effect at the end of the then current Tenn. Member and its Authorized Agents shall not 
offer, sell or distribute WB Service or the CPE to any new Customers during the Continuity Period. Afier 
the expiration of the Continuity Period, or at such later date as NRTC may specify, at NRTC‘s Discretion, 
all remaining Customers of Member shall become customers of NRTC or WildBlue, and Member will 
assign to NRTC or WildBlue all rights to future payments fiom such remaining Customers for use and 
access to WB Service, upon Member’s receipt of an amount equal to $100 per Customer at the end of the 
Comh’nuity Period. Such amount shall be payable to Member in cash, securities, promissory notes, or in 
such combination or other manner as NRTC determines in NRTC’s Discretion. Member will work with 
NRTC and, as applicable, WildBlue in good faith to ensure an orderly transition for any such Customers. 

. 6 3  Termination. 

(a) Failure to Make Pavment. If Member fails to make any payment when due under thk 
Agreement (other than ram~mts disputed in good faith by Member, with any undisputed portion of such 
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amount being paid), then NRTC may terminate this Agreement at any time thereafter upon 10 days’ 
notice of termination to Member. 

(b) Breach. If either Party breaches any obligation hereunder (other than Member’s breach 
foe failuee to make a payment when due, which is subject to Section 6.3(a) above, Member’s breach for 
failure to maintain its Good Standing, which is subject to Section 6.3(f) below, and Member’s breach for 
failure to comply with the provisions Sections 13.4 and 13.8 hereof, which is subject to Section 6.3(g) 
below), and such breach remains uncured for 15 days following receipt of notice of such breach from the 
non-breaching Party (or such longer period reasonably required to cure such breach if the breaching Party 
diligently pursues cure within 15 days of receipt of such notice), then the non-breaching Party may 
tenninate this Agreement effective immediately upon the provision of notice of termination to the 
breaching Party. 

(c) Bankruptcv. Either Party may terminate this Agreement upon notice i f  (i) the other 
Party ccases to carry on its business as a going concern; (ii) a receiver or similar oece r  is appointed for 
the other Party and is not discharged within 60 days after appointment; (iii) the other Party admits in 
writing its inability to pay debts as they mature, is adjudicated bankrupt, or makes an assignment for thc 
benefit of its creditors or another arrangement of similar import; or (iv) any proceeding undcr any fcderal 
or state bankruptcy or insolvency law is commenced by the other Party, or is commenced against thc 
other Party and is not converted, consented to or dismissed within 90 days. 

(d) JINTENTIONALLV OMITTED.1 

(e) Termination of WildBlua: Aweement. This Agreement shall automatically terminate 
on the date specified in NRTC’s notice to Member (without further action by either Party) if the WildBlue 
Agreement is terminated for any reason whatsoever, subject, however, to the Continuity Period. 

( f )  Good Standing, If at any time Member is not in Good Standing, NRTC may terminate 
this Agreement immediately upan giving notice of termination to Member. 

(g) Other Provisions. This Agreement may be terminated in accordance with the provisions 
of Sections 13.4 and 13.8 hereof, without regard to the notice and cure provisions of Section 6.3(b). 

(h) [INTENTIONALLY OMITTED1 

6.4 Specific Performance. Member agrees that as a rcsult of the nature and extent of the 
obligations of Member under this Agreement, neither termination nor money damages may be an 
appropriate and effective remedy for any breach by Member, and accordingly Member agrees that in the 
event of any breach or failure to perform any of the provisions of this Agreement by Member, NRTC 
may, in addition to any other rights, seek and obtain temporary restraining orders, injunctions and other 
appropriate equitable relief to restrain Member from breaching or failing to perform its obligations undee 
this Agreement andlor to compel Member to specifically perform such obligations in accordance with the 
terms and provisions of this Agreement. 

6.5 Effect of Termination. Except as provided herein, termination shall be without 
prejudice to any other right or remedy to which either Party may be entitled under this Agreement or 
appliabk Baw. No teeminiition ofthis Agreement shall in itself excuse either Party &om its ~ b l i g a t i o ~ ~  
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(including payment obligations) hereunder arising prior to the effectiveness of such termination, or after 
such termination pursuant to any provision of this Agreement that by its terms continues to apply after 
termination. 

6.6 Survivability. The provisions of Sections 6.2,6.4,6.5,10, 12 and 13 shall survive 
termination of this Agreement for any reason. 

7. Capacity. Immediately upon notice from NRTC that all WildI3lue satellite spot beams covering 
a geographic area have reached 80% or more of maximum capacity, Member and its Authorized Agents 
shall stop all marketing and promotional activities to prospective Customers in the geographic area served 
by such beams until further notice from NRTC. Immediately upon notice from NRTC that all spot beams 
have reached 90% of maximum capacity, Member and its Authorized Agents, as appropriate, shall stop 
marketing, selling and installing the WB Service in the geographic area served by such beams (the 
“Capacity Constrained Area”) until such time as notified otherwise by NRTC. 

8. 
reasonable inquiry) induce any Subscriber with WB Service established for a home to breach a current 
term contract for WB Servicc or install the CPE or provide WB Service to the home of any Customer 
known by the installing entity (after reasonable inquiry) to be receiving WifdBlue satellite Internet access 
service from WildJ3lue or any of WildBlue’s other retail or wholesale distributors. NRTC may, kom time 
to time, seek approval from WildJ3lue of language to sales scripts in order to assist Member in its efforts 
to comply with its obligations hereunder to make reasonable inquiry. 

Non-Solicitation. Neither Member nor any of its Authorized Agents shall knowingly (after 

9. Limitation on Certain Member OfferinrJs. 

(a) No Conmetithe Oiferinps. During the Term, Member may not offer, market, promote, 
sell or distribute, directly or indirectly, any two-way Internet service using Fixed Satellite Service 
satellites anywhere in the lJnited States where WB Service is offered and meets Service Specifications. 
The foregoing prohibition will not in any way restrict Member From offering another two-way Internet 
service using Fixed Satellite Service satellites pursuant to a license which permits the addition of ancillary 
terrestrial components or other terrestrial two-way Internet connectivity service, subject to the tenns of 
Section 3. I15 and NRTC’s prior written approval. 

(b) JINTENTIONALLY OMITTEDI. 
(i) JINTENTIQNALEY OMITTED\. 

(ii) JINTENTIONALLY OMITTED1. 

(iii) JINTENTIONALLY OMITTED1. 

(e)  JINTENTIQNALLY OMITTEDI. 

(d) jINTENTIQNALLV OMITTED1 

BO. . The Parties shall hold in confidence all provisions of this Agreement and all 
information provided by either Party to the other in connection with this Agreement. The Parties agree 
that all infomation related to this Agreement, not otherwise known to the public, is confidential and 
proprietary and is not to be disclosed to third persons (other than to Affiliates, officers, directors, 
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employees and agents ofthe Parties, each of whom is bound by this provision) without the prior written 
consent of both Member and NRTC, except: (i) at the written direction of the other party; (ii) to the extent 
necessary to comply with law or valid order of a court of competent jurisdiction, in which event the party 
shall notify the other party as promptly as practicable (and, if possible, prior to making any disclosure) 
and shall seek confidential treatment of the information; (iii) as part of its normal reporting or review 
procedures to its parent company, its auditors and its attorneys who agree to be bound by this Section; (iv) 
in order to enforce any rights pursuant to this Agreement; (v) in order to comply with the provisions of 
any programming agreements or copyright licensing requirements; (vi) to obtain appropriate insurance, 
provided the insurance company agrees in writing to be bound by this Section; (vii) to obtain financing, 
provided that any person or entity providing financing agrees in writing to be bound by this Section; (viii) 
to obtain programming or content-based services; and (ix) to the extent NRTC may be permitted or 
required to disclose information or provide this Agreement to WildBlue under the WildBlue Agreement. 

11. Representations and Warranties. 

11.1 Authority, Etc. NRTC and Member each represents and warrants to the otber that it has 
all requisite power and authority (i) to execute, deliver and perform this Agreement and all agreements, 
documents and instruments executed and delivered by each in connection with this Agreement; (ii) to 
own, lease or operate its property and assets; and (iii) to cany on its business as presently conducted and 
as to be conducted. 

11.2 Additional ReDresentations and Warranties of Member. 

(a) No Aililiaticon With Specifred Persons. Member hereby represents and warrants that it 
is not an Affiliate of any entity currently doing business as HNS, SkyTerra, Apollo, Eutelsat, Liberty 
Media, DIRECTV, , Echostar, Gilat, Intelsat, Loral, News Cop., Pegasus SpaceWay, StarBand, 
TeleSat, or ViaSat, or any Affiliate, successor or assign of any such entity (each, a “Specified Person” 
and, collectivefy, the “Specified Persons”). 

(b) rllNTENTIONALLY OMITTED.1 

11.3 Ns Service Warranty. NRTC MAKES NO WARRANTIES OR REPRESENTATIONS 
TO MEMBER, ANY AIJTHOUED AGENT, ANY CUSTOMER, OR TO ANY OTHER PERSON AS 
TO ANY MATTER WITH RESPECT TO WHICH WILDBLUE IS RESPONSIBLE UNDER THE 
WILDBLUE AGREEMENT OR OTHERWISE, INCLUDING WITHOUT LIMITATION 
PERFORMANCE OF THE WB NETWORK., ANY WB SERVICE OR TNE CPE. 

11.4 Disclaimer. EXCEPT AS EXPRESSLY SPECIFIED Dl THIS AGREEMENT, 
NEITHER PARTY MAKES ANY REPRESENTATION OR WARRANTY OF ANY IUND IN 
CONNECTION WfTH THE SUBJECT MATTER OF THlS AGREEMENT, AND EACH HEREBY 
DISCLAIMS ANY AND ALL IMPLIED WARRANTIES, INCLUDING, WITHOUT LIMITATION, 
ALL IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR 
PURPOSE, AND ANY AND ALL WARRANTIES ARISING FROM COURSE OF DEALING OR 
COURSE OF PWORIIMANCE. 
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I 

112. PndemniPication. 

12.1 Indemnification bv NRTC. NRTC shall indenmi@, defend and hold harmless Member, 
its Authorized Agents and its and their respective Affdiates and permitted successors and assigns, and 
their respective officers, directors, employees, consultants and agents (each, a ‘‘Member Indemnitee”) 
from and against any claims, suits, proceedings, losses, liabilities, damages, penalties, fines, costs and 
expenses (including, but not limited to, reasonable attorneys’ fees and all amounts paid in the 
investigation, defense or settlement of any or all of the foregoing) (“Claims”) that arise out of, or are 
incurred in connection with, any breach by NRTC of any of its representations, warranties, covenants or 
obligations set forth in this Agreement. Notwithstanding anything to the contrary in this Agreement, 
NRTC shall not indemnify Member fiom any Claims that arise out of or are incurred h connection with 
any breach by WildJ3lue of its representations, warranties, covenants or obligations, or any failure of WB 
Service or the CPE, regardless of whether such breach or failure may also constitute a breach of any 
representation, warranty, covenant or obligation of NRTC set forth in this Agreement. 

12.2 Indemnification bv Member and Authorized Agents. Member shall, and shall cause 
each of its Authorized Agents to, indemnify, defend and hold harmless NRTC, its Affiliates (excluding, 
however, Member), successors and assigns, and thcir respective officers, directors, employees, 
consultants and agents (each, an “NRTC Indemnitee”) from any Claims that arise out of or are incurred in 
connection with: 

(a) the conduct of Member’s or any of its Authorized Agents’ operations or the exercise by 
any such person of its rights under or pursuant to this Agreement, any Authorized Agent Agreement, or 
any Customer Agreement, or relating in any way to such person’s provision of WB Service or the CPE, 
including without limitation any third party claim (including by WildBlue) arising from the marketing, 
promotion, distribution or sale of the WE Service (which shall include without limitation any Claim that 
Member’s or any of its Authorized Agents’ portals, trademarks, service marks, trade names, designations, 
logos or other marks, or any of its or their intellectual property used in conjunction with the Distribution 
Rights, infringes or violates any th id  party’s copyright, U.S. patent, trade secret, service mark, trademark 
or any other intellectual property rights), the installation of any CPE, the billing and collection for, or 
service and support of, the WB Service, or any other communication, contact or dealing among NRTC, 
Member, any other Participating Members, or any of their Authorized Agents, or between any of them 
and any Customer, or any act, omission, circumstance or event relating thereto; 

(b) any breach by Member of any of its representations, warranties, covenants or obligations 
set forth in this Agreement; and 

(c) any Claim asserted directly or indirectly by Member or any of its Affiliates or Authorized 
Agents against WildBlue. 

I23 Indemnification Procedures. Each Party’s obligation to indemnify the other Party is 
conditioned upon the Party seeking indemnification (the “Indemnified Party”) promptly notifying the 
indemnifying Party (the “Indenmifling Party”) of any Claims for which indemnification is sought; 
provided that failure to provide notification shall not relieve a Party of its indemnification obligation if 
such failure does not materially prejudice the indemnifying Party’s ability to defend such Claim. Within 
ten days after delivery of such notification, the indemnifying Party may, upon written notice to the 
h d e d f i e d  Party, assume control ofthe defense of such Claim with counsel re’ksonably satisfactory 
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the Indemnified Party; provided that the Indemnifying Party may only assume control of such defense if 
(i) it provides reasonable assurances to the Indemnified Pasty that it has the financial capability to fund 
the costs of such defense, (ii) the Claims do not involve criminal liability or seek equitable relief and (iii) 
the interests of the Indemnifying Party and the Indemnified Party with regard to such Claim are not in 
conflict, as reasonably determined by the Indemnified Party. If the Indemnifying Party does not assume 
control of the defense, the Indemnified Party shall control such defense and the costs thereof shall be 
included in the Claims indemnified under this Section 12, provided, however, that detailed information 
substantiating such costs shall be provided to the Indemnifying Party in a timely manner. The Parties 
shall reasonably cooperate in the defense of any Claims, and whichever Party has not assumed control of 
the defense of any Claim may, at its own expense, participate in such defense with counsel of its own 
choosing. The Party controlling defense shall have the right to settle any Claims; provided, however, that 
if any settlement materially affects the Party not controlling the defense, then such settlement shaU require 
the advance written consent of the non-controlling party (which consent will not unreasonably be 
withheld). No Indemnifying Party shall, without the consent of the Indemnified Party, consent to entry of 
any judgment or enter into any settlement that does not include as an unconditional term thereof the 
giving by the claimant or plaintiff to such Indemnified Party of a release from all liability in respect to 
such Claim. The Indemnifying Party shall not be liable for any settlement of any such action effected 
without its writtcn consent (which consent will not iinreasonably be witld+ield), but if settled with its 
writtcn consent, or if such consent is unreasonably withheld, conditioned or delayed, or if there is a final 
judgment for the plaintiff in any such action or proceeding, the Indemnifying Party shall indemnify and 
hold harmless the Indemnified Party from and against any loss or liability by reason of such settlement or 
j udgment. 

12.4 Limitation on Indemnification. The Indemnifying Party shall not be required to 
indemnify the Indemnified Party to the extent of any insurance proceeds actually received by the 
Indemnified Party. If an Indemnified Party receives any h s m c e  proceeds after a Claim has been paid 
by the Indemnifying Party, such Indemnified Party shall promptly return such payment to the 
Indemnifying Party to the extent of such proceeds received. An Indemnified Party will not be entitled to 
indemnification with respect to punitive damages assessed against such Indemnified Party, except in the 
case of fraud or willful misconduct of the Indemnifying Party to which such punitive damages are 
attributed. 

13. Miscellaneous. 

13.1 PndeDendent Contractors. Notwithstanding that Member is a member of NRTC, 
neither Party is, nor shall be deemed to be, an agent, partner, joint venturer or representative of the other 
Party, and neither Party shall have any right, power or authority to enter into any agreement for or on 
behalf of, or incur any obligation or liability, or to otherwise bind the other Party, other than as expressly 
provided herein. 

13.2 Severabilitv. It is the intention of the Parties hereto that the provisions of this 
Agreement shall be enforced to the fullest extent permissible under all applicable laws and public 
policies, but that the unenforceability of any provision hereof (or the modification of any provision hereof 
to conform with such laws or public policies, as provided in the next sentence) shall not render 
unenforceable or impair the remainder of this Agreement. Accordingly, if any provision shalll be heid by 
a COW% or other triaibunaQ of competent jurisdiction to be unenforceable, either in whole or in part, this 
Agreement shall be deemed amended to delete or modify, as necessary, the invalid or unenforceable 
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provisions and to alter the balance of this Agreement in order to render the same valid and enforceable, 
consistent (to the hllest extent possible) with the intent and purposes hereof. 

133 Costs. Except as otherwise expressly provided in this Agreement, each Party shall bear 
and pay all of its own costs and expenses incurred in negotiating and preparing this Agreement and any 
related documentation and performing its obligations and providing its services and other deliverables 
under this Agreement. 

13.4 Bindinp Effect/Assimment. This Agreement shall be binding upon and inure to the 
benefit of the Parties hereto and their respective permitted successors and permitted assigns. Except as 
otherwise expressly provided in Sections 3.1 1 and 3.14 Member may not Transfer this Agreement or any 
of its rights or obligations hereunder without the consent of NRTC. NRTC may Transfer this Agreement 
and its rights and obligations hereunder, in whole or in part, without the consent of Member. 

13.5 Notices. Ail notices required under this Agreement shall be in writing and shall be given 
by personal delivery, or sent by facsimile transmission, overnight courier service, or certified mail 
postage prepaid, to the Parties at their respective addresses or facsimile numbers set forth on the signature 
page. All notices shall be deemed effective upon transmission by facsimile with confirmation of receipt, 
upon personal delivery, upon delivexy by any overnight courier service with delivery confirmation or 
three business days following mailing with the U.S. Postal System, in accordance with this Section. Any 
Party may change its address for notice, by giving notice of change of address in the manner provided in 
this Section. 

13.6 Governinp Law; Jurisdiction: Attornevs’ Fees. This Agreement shall be governed by 
the laws of the District of Columbia without regard to its conflict of laws provisions. All actions with 
respect to this Agreement shall be brought in Fairfa County, Virginia, and the Parties expressly consent 
to the personal jurisdiction of such courts. Each Party shall have the right to obtain injunctive relief, if 
necessary, in order to prevent the other Party from willfuliy breaching its obligations under this 
Agreement or to compel the other party to perform its obligations under this Agreement. Except as 
otherwise provided in Section 12.3, in the event any proceeding is brought by either Party in connection 
with this Agreement, the prevaiiing Party in such litigation or other proceeding shalI be entitled to recover 
from the other Party all costs, reasonable attorneys’ fees and other reasonable expenses incurred by such 
prevailing Party in such litigation. 

13.7 Waiver. No waiver of any provision of this Agreement, or any rights or obligations of 
either Party under this Agreement, shall be effective unless in writing signed by the Party waiving 
compIiance, and any such waiver shall be effective only in the specific instance and for the specific 
purpose stated in such writing. 

13.8 Entire Anreement; AmeNdlnent. This Agreement and the Exhibits attached hereto 
constitute the entire agreement between the parties, amend and restate the Original Member Agreement, 
as amended, in its entirety, and supersede all previous understandings, commitments and representations 
concerning the subject matter hereof. Each Party acknowledges that the other Party bas not made any 
representations other than those that are contained in this Agreement and the Exhibits. The Exhibits may 
be amended or modified from time to time by NRTC in NRTC’s Discretion. The terms and conditions of 
this Agreement may not otherwise be modified or amended other than in writing signed by both Parties. 
NRTC, in NRTC’s Discretion, may modify, amend, restate or terminate all or any portion of this 
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Agreement in connection with a decision to exit the WildBlue distribution business, for purposes of 
ensuring NRTC’s continued compliance with the WildBlue Agreement (as the same may be amended 
from time to time) or otherwise, and Member hereby agrees to execute such documents, and take all such 
other actions, as NRTC may in its discretion request in order to effectuate such purposes, regardless of the 
economic or other impact or damage to Member or any other person that may result therefrom. 

13.9 Execution in Counterparts and bv Facsimile. This Agreement may be executed in 
counterparts, each of which shall be deemed an original, but all of which taken together shali constitute 
one and the same instrument. This Agreement may be executed and delivered by facsimile and shall have 
the same force and effect as delivery of an original document with original signatures. 

13.10 Force Maieure Events. Any failure or delay in performance by a Party (other than of 
payment obligations) shall not be deemed a breach of this Agreement by such a Party, if such failure or 
delay results from or is caused by any Force Majeure Event. 

13.11 Titles and Subtitses. The titles and subtitles used in this Agreement are used for 
convenience only and are not to be considered in construing or interpreting th is  Agreement. 

13.12 No Inference. No provision of this Agreement will be interpreted against any Party 
solely because the Party or its legal representatives drafted or participated in the drafting of the provision. 

13.13 Cooperation. From time to time, each Party shall cooperate in good faith with the other 
Party in order to carry out the provisions of this Agreement. Each Party shall make, execute, 
acknowledge and deliver such instruments, agreements, consents, assurances and documents, and take all 
such other actions, as the other Party may reasonably request and as may reasonably be required in ordcr 
to effectuate the purposes and intents of this Agreement and to carry out its terms. 1 

13.14 Limitation on DamaPes. NO PARTY SHALL BE LIABLE TO THE OTHER PARTY, 
SUCH OTHER PARTY’S AUTHORIZED AGENTS OR ITS CUSTOMERS, OR ANY OTHER 
ENTITY CLAIMING THROUGH OR UNDER SUCH OTHER PARTY FOR ANY LOSS OF PROFITS 
OR INCOME, L,OSS OF DATA OR OTHER TANGIBLE OR INTANGLBLE BUSINESS LOSS OR 
OTHER CONSEQUENTIAL, PUNITIVE, INCIDENTAL OR SPECIAL DAMAGES, EVEN IF SUCH 
PARTY HAD BEEN ADVISED OF THE POSSIBLITY OF SUCH DAMAGES, ARISING OUT OF 
OR IN CONNECTION WiTH THIS AGREEMENT. 

13.15 WildSlue Agreement. This Agreement is subject to the terms and conditions of the 
WiIdBlue Agreement. This Agreement is not intended to and does not confer to Member any rights 
inconsistent with or greater than the rights obtained by NRTC from WildBiue for conveyance to Member 
pursuant to the Wildlslue Agreement. In the event of any conflict between this Agreement and the 
WiPcfP3lue Agreement as to NRTC’s rights and obligations, the WildBlue Agreement shall control. 
Member is not a party to or a third party beneficiary of the WildBlue Agreement. 

13.16 WildBlue’s Third Pam Beneficiary RI~hts. WildBIue shall have the rights of an 
express third party beneficiary solely under and with respect to those provisions of this Agreement or any 
Authorized Agent Agreement, including, as applicable, Section 6.4 of this Agreement, that are reasosaMy 
required to (i) greseave the integrity of the WB Network; (ii) prevent the use or operation of the WB 
Network or WB Service in violation of applicable law or regulation; or (iii) protect WildBlue’s property 
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rights, including trademarks and other intellectual property rights, and reputation. WildBlue may 
temporarily disconnect any Customer under any Customer Agreement of which WildBlue may be a third 
party beneficiary without notice or opportunity to cure if the associated delay would harm the integrity of 
the WildBlue network or disrupt other Subscribers . Except as expressly set forth in this Section 13.16, 
WildBlue shall not be, and shall not have the rights of, an express third party under this Agreement or any 
Authorized Agent Agreement. No Authorized Agent shdl have, or be entitled to exercise or enforce, any 
rights as a third party beneficiary under this Agreement. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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IN WITNESS WHEREOF, the Parties have duly executed and delivered this Agreement as of the 
Effective Date set forth above. 

National Rural Telecommunications 
Cooperative 

By: 

Name:- 
By: &ePfI; e‘ lvjl C R C E Z  

Name: 

~it~e’? a~s; S , / C E O  Title: 

Notice Address: 

2121 Cooperative Way 
Hcrndon, VA 20171 

Notice Address: 
Am: 

Facsimile: .-- 
Attn: Jack Iiarvey 

Facsimile: 703-787-9301 

with a copy sent to the same address, 
attention Mark Ellison, 
Senior Vice President, Business Affairs 
and General Counsel 

, 

I 
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EXHIBIT A 

Definitions 

I. 

2. 

3. 

4. 
5. 

6. 

7. 

8. 

9. 

IO. 

31. 

”Additional WB Services” means any and all other products and services, in addition to WB 
Service, now or hereafter offered by WildBlue to end users in the continental United States, 
including other services such as, without limitation, VoIP, multiple dwelling unit services, video, 
telephony, streaming media and access to other content or data, whether or not bundled in any 
W Service Package or separately sold or priced. All provisions of this Agreement applicable to 
WB Service shall apply to Additional WB Services if and when NRTC so determines in NRTC’s 
Discretion. 

“Affiliate” means any entity that controls or is controlled by another entity, as determined by 
NRTC in NRTC’s Discretion. 

“Authorized Agent” means any third-party dealer or retailer that is not otherwise prohibited 
from distributing WB Service; provided, however, Eligible Members, multi-state retail chains, 
retailers with more than three physical store locations, online retailers that sell in more than one 
State, Specified Persons, Master Agents and Affiliates of any of the foregoing, may not be 
Authorized Agents without the prior written consent of NRTC. 

“Authorized Agent Agreement” has the meaning given in Section 2.1 (c). 

”Business Support Fee” has the meaning given in Section 4.5. 

“Capacity Constrained Area” has the meaning given in Section 7. 

“Commercial Launch” means June 1 , 2005. 

“Confidential Information” means any and all information related to the services and/or 
business of a party that is treated as confidential or secret by the party (that is, it is the subject of 
efforts by the disclosing party that are reasonable under the circumstances to maintain its secrecy) 
including, but not limited to, the terms and conditions of this Agreement and all Confidential 
Information of WildBlue. 

”Continuity Period” has the meaning given in Section 6.2. 
”WE” means the hardware (one WildBlue modem and one Ka-Band outdoor unit (mount, dish, 
electronics)) and software provided by WildBlue (or its designated suppliers) sufficient to enable 
a Customer to access the WB Network from the Customer’s computer and capable of receiving 
WB Service, but excluding wiring, Ethernet or USE3 network interface hardware in the 
Customer’s personal computer and any non-standmi packaging or labeling requested by NRTC, 
Member or Member’s Authorized Agents. The current components of the CPE are listed on 
Exhibit F attached hereto. 

“‘Customer Agreementn has the meaning given in Section 2.l(d). 

+ 
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12. 

13. 

14. 

15. 

16. 

17. 

f 8. 

19. 

20. 

21. 

22. 

23. 

24. 

25. 

26. 

“Customer Data’’ has the meaning given in Section 3.7. 

“Customers” means residential and small officehome office end users in the continental United 
States that are sold WB Service by Member or its Authorized Agents. Such an end user is a 
“Customer” for a given month if authorized to use WB Service at any time during a billing 
month. 

“Distribution Pilights” has the meaning given in Section 2.l(a). 

“Effective Date” has the meaning given in the introductory paragraph to this Agreement. 

“Eligible Member” means any electric distribution cooperative, telephone cooperative 
or independent telephone company that maintains membership in Good Standing with 
NRTC as a Class A, Class B or Class C member, including as part of a group Class G 
member, and directly serves consumers and is not otherwise disqualified from eIigibility 
to enter into a Member Agreement with NRTC. 

“Excluded Distributor” has the meaning given in Section 8. 

“Fair Access Policy” has the meaning given in Section 3.16(a). 

”Force Majeure Event” means, with respect to any person or entity, any acts of God, labor 
dispute, weather, fire, flood, legal enactment, government order or regulation, acts or omissions 
of third parties, acts of war, insurrection, foreign or domestic terrorism, condemnation by eminent 
domain, or any similar cause beyond the reasonable control of such person or entity. 

‘‘Good Standing“ has the meaning given in Section 3.16(c). 

“Initial Term” has the meaning given in Section 6.1. 

“ISP Services“ means the e-mail, e-mail accounts, web-hosting, usenet and other related services 
listed on Exhibit G hereto that are provided to Subscribers as part of the standard WildBlue retail 
residential satellite Internet access service, as more fully described in Exhibit 6. 

“Master Agent” means any dealer, retailer or other person or entity, other than any Participating 
Member, that NRTC, in NRTC’s Discretion, determines is engaged in the business of identifying, 
soliciting, managing andor compensating agents for the d e ,  distribution and/or installation of 
products or services relating to multichannel video programming, voice and/or data 
telecommunications, and/or Internet access, or that as a business identifies, solicits, manages or 
compensates at any point in time eight or more other Authorized Agents or installation agents for 
WB Service and/or the CPE. 

ember” has the meaning given in the introductory paragraph to this Agreement. 

“Member Agreementn means any agreement between NRTC and any Class A, By C or G 
member or associate of NRTC substantially similar in fora and substance to this Agreement. 

“ ~ e ~ ~ ~ ~  I[nEBemni&eeg’ has the meaning given b Section 12.1. 
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27. 

28. 

as. 

30. 

31. 

32. 

33. 

34. 

35. 

36. 

37. 

38. 

39. 

40. 

41. 

42. 

“Member ISP Services” means ISP Services provided by Member and offered by Member to 
Customers. 

“Member Mghts and Obligations” has the meaning given in Section 3.14. 

“Member Tier 1 Customer Support” means post-installation troubleshooting by Member with 
Subscribers and support by Member to Subscribers regarding WB Service and the use and 
operation of the CPE, including resolution of browser, e-mail, file transfer protocol, newsgroup 
and other internet-related issues, and coordination of service and warranty related matters. 

“NRTC” has the meaning given in the introductory paragraph to this Agreement. 

“NRTC’s Discretion” means the sole and absolute discretion of NRTC. 

“NRTC Indemnitee” has the meaning given in Section 12.2. 

“NRTC ISP Services” mean ISP Services provided by NRTC and offered by NRTC to 
Subscribers, as more filly described in Exhibit G. 

“NRTC Customer Service” means NRTC Tier 1 Customer Support and/or NRTC Tier 2 
Customer Support. 

“NRTC Tier 1 Customer Support” means telephone-based post-installation troubleshooting by 
NRTC with Subscribers and suppon by NRTC to Subscribers regarding WB Service and the use 
and operation of the CPE, including resolution of browser, e-mail, file transfer protocol, 
newsgroup and other internet-related issues, and coordination of service and warranty related 
matters. 

“NIPTC Tier E Customer Support” means telephone-based help designed to provide timely 
trouble-shooting of technical WildBlue installation, CPE or other customer-related issues for 
Member’s customer care supervisors, managers or installers. 

“Participating Member” means an Eligible Member that has signed a Member Agreement. 

”Provisioaing Interface” has the meaning given in Section 3.6. 

”Renewal Term” has the meaning given in Section 6.1. 

”Service Category” means any one of the foIlowing services provided by Member to its 
customers: (i) provision of Internet access services in accordance with the terms hereof; 
(ii) local and/or long distance telephone services; (iii) satellite TV services; or (iv) “high 
speed” or broadband equivalent satellite Internet access service. 

“Service Specidicatioas” means the WildBlue specifications and service level agreement set 
forth on Exhibit A-1, as same may be amended from time to time. 

*Specified B)&FSQIB” has the meaning given in Section 1 I.2(a). 
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43. 

44. 

45. 

46. 

47. 

48. 

49. 

50. 

51. 

52. 

53. 

“State” means any state of the continental United States and the District of Columbia. 

Yhbscribers” means end users of WB Service, including, as applicable, Customers. 

“Successor”, as to any person, means a successor to all or substantially all of such person’s 
business as a going concern (whether by acquisition of all or substantially all of its assets or 
capital stock or other equity interests, merger or consoiidation). 

“Term” means the Initial Term and any Renewal Term. 

‘Transfer” has the meaning given in Section 3.14. 

"Transfer Event” has the meaning given in Section 3.14. 

“VolP” means voice over internet protocol. 

“WB ISP Services” means ISP Services provided by WildBlue for Customers, subject to such 
per Customer charges as NRTC may impose upon Member. 

“WB Network” means WildBlue’s satellite networks and systems. 

“WB Service” means an NRTC-branded version of the two-way, interactive, residential and 
smalll officehome office satellite-based, broadband Internet access service offered by WildBlue. 

“WB Service Package” means the services provided by WildBlue as of the Effective Date as set 
forth on Exhibit I hercto (retail residential; small officehome office (exclusive of public 
schools)), but the Parties acknowledge that other WB Service Packages and offerings may be 
offered from time to time. The term “WB Service Package” does not include any un-bundled, 
additional or add-on services that may be offered from time to time by WildBIue for a separate 
fee additional to a single regular monthly fee. 
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EXHIBIT A-ll 

SERVICE SPECiFlCATIONS 

1.0 SERVICE LEVEL PAMMETERS 

1.01 
constitute the “Service Specifications” as used in the Agreement. Service Specifications shall be 
measured by the following five parameters: (i) spot beam service avaiIability; (ii) maintenance 
outage time; (iii) unplanned outage reporting; (iv) web browsing time; and (v) uploaddownload 
speeds (collectively, the “service level parameters”). 

The capabilities, huctionalities and service levels described in this Exhibit A-l will 

1.02 
monthly, which reports may be made by providing Member electronic access to a web site or 
portal containing such information. 

NRTC shalt report each of these service level parameters to Member no less than 

1.03 
outage reporting shall begin the first full calendar month after WildBlue has made the data 
available to NRTC. Reporting on web browsing time and uploaddownload speeds shall begin 
April 1,2007 or the first month that WildBIue provides this data to NRTC. 

Reporting of spot beam service availability, maintenance outage time and unplanned 

2.0 SERVICE LEVEL PARAMETER DEFINITllONS 

Spot-Beam Service Availability 

2.0.1 
connectivity to the Internet. Spot beam service availability shall be calculated on a carrier-hour 
basis under clear sky conditions and shall not include outage time due to scheduled maintenance. 
Spot beam service availability shall be calculated, for each spot beam, using a 30-day average. 

Spot beam service availability shall be measured beam-by-beain based on subscriber 

2.0.2 
connectivity to the lnternet at all times through and including December 3 1,2007, and a 99% 
uptime for subscriber connectivity to the Internet at all times from and after January 1,2008. 

The spot beam service availability minimum level is 97% uptime for subscriber 

Maintenance Outage: Ti 

2.1.2 Gateway outages due to planned maintenance will be less than 18 hours per month for the 
period through and including December 3 1, 2007, less than 1 1 hours per month for the period 
January 1,2008 through December 3 1,2008, and less than 8 hours per month from and after 
January 2,2009. 
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. .  

2.2.1 Within than ten minutes after receipt, NRTC will provide Member with any report 
provided by WildRlue notifying NRTC of the occurrence of any downstream, beam, or gateway 
outages lasting more than 10 minutes that prevents more than 20% of associated Subscribers 
from connecting to the Internet (“‘Type-1 outages”). Within twenty minutes after receipt, NRTC 
will provide Member of any report provided by WildBlue of the occurrence any impairments or 
partial outages to DHCP, provisioning as well as intermittent connectivity or impaired network 
performance affecting one or more downstream carriers lasting more than 20 minutes (“Type-2 
outages”). 

Web Browsing Time 

2.3.1 
18 seconds, subject to factors outside its control. 

UploadVDownload Speeds 

Median page download time averaged over (time] and across all beams will be less than 

2.4.1 

3. 

4. 

The uploadldownload speeds for the [Pro Pak] service, measured as a percentage or 
fraction of “up to” speeds, when averaged over [a day] in each of the fastest 90% of 
operational beams, will exceed 75%, and when averaged over [a day] in each of the 
slowest 10% of operational beams, will exceed 70%. Performance in the [Pro Pak] shall 
be determined for each operational beam by performing upload and download speed tests 
using a reference file server or servers, and by averaging the beam by beam results over a 
calendar month period. Based on network performance to date, WildBlue service tiers 
with slower speeds than Pro Pak, including Value Pak and Select Pak, are expected to 
have web browsing times better than Pro Pak relative to “up to” speeds. 

EXCUSABLE FAILWRE TQ MEET SERVICE LEVELS 

a. NRTC shall not be liable to Member for service levels in a beam no longer providing 
service to Subscribers starting 1301 days after Member receives written notification 
from NRTC that such beam has ceased operations. 

b. Please note that service level data cotlected during widespread denial-of-service 
attacks, volume spikes due to email viruses, spamming or other malicious acts may be 
discarded. 

DITS FOR LESS 3’ 
! 

No more than one Service Credit will be granted by NRTC to Member in any calendar month for 
each of the five service level parameters (i.e., spot beam service availability; maintenance outage 
time; unplanned outage reporting; web browsing time; and ugioad/download speeds). 
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Service Credits for any month shall not exceed the product of $1 -00 and the total number of 
Member Subscribers per month for any one or more of the service level failures. 

In the event of multiple service level violations due to a common cause - for example a failure 
in maintenance outage time causes a failure in spot beam service availability - a Service Credit 
may be issued solely on the service level parameter identified by NRTC, in NRTC’s Discretion, 
as the primary cause. 

Service Credits are determined as follows: 

Spot-Beam Service Availabilitv. Subject to the terms of Section 3 of this Exhibit 
A-1, for each day of any calendar month, if spot beam service availability falls below 
the levels set forth in Section 2.0.2 above, and to the extent that WildBlue provides to 
NRTC a corresponding credit, NRTC will apply a Service Credit to the Member’s 
wholesale invoice. 

Maintenance Outape Time. Subject to the terms of Section 3 of this Exhibit A-1, 
for [each day ofl any calendar month, if the maintenance outage time exceeds the 
times set forth at Section 2.1.2 above and to the extent that WildBlue provides to 
NRTC a corresponding service credit, NRTC will apply a Service Credit to the 
Member’s wholesale invoice. 

Undanned Outage ReportinF. Subject to the terms of Section 3 of this Exhibit A-1, 
for each day of any calendar month, if WiidBlue’s reporting of unplanned outages 
does not meet the standards set forth at Section 2.2.1 and to the extent that WildRlue 
provides to NRTC a corresponding service credit, NRTC will apply a Service Credit 
to the Member’s wholesale invoice. 

Web Browsing Time. Subject to the t e r n  of Section 3 of this Exhibit A-1, for [each 
day ofl any calendar month, if web browsing time exceeds the times set forth in 
Section 2.3.1 and to the extent that WildBlue provides to NRTC a corresponding 
service credit, NRTC will apply a Service Credit to the Member’s wholesale invoice. 

UDload/Download Speed. Subject to the terms of Section 3 of this Exhibit A-1, for 
[each day of3 any calendar month, if any uploaddownload speed falls below the 
applicable level set forth in Section 2.4.1, and to the extent that WildBIue provides to 
NRTC a corresponding service credit, NRTC will apply a Service Credit to the 
Member’s wholesale invoice. 

5. CAPACITY RIEPORrnG 

NRTC shall report the following network capacity information to Member on a weekly basis: 
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a. Total number ofsubscribers in each operational beam; and, 

b. Current capacity, in units of subscriber count, per operational beam. 

Any such report may be made by providing Member electronic access to a web site or portal 
containing such information. 
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Subject to the provisions of Section 4.3, Member shall buy WE3 Service Packages at a fixed price 
per Customer. Member shall pay NRTC a monthly service price as calculated by the Service 
Package Pricing multiplied by the Average Monthly Member Subscriber Count by Service 
Package, where the Service Package Pricing is as indicated in the following tables for the periods 
specified: 

October 1 2006 through March 3 1,2007: 

Value Pak I Select Pak I Pro Bak 1 

For the peri 

For purposes hereof, the average of the Customer count by Service Package on the last day of a 
calendar month and the corresponding Customer count by Service Package on the last day of the 
immediately preceding calendar month is the Average Monthly Member Subscriber Count by 
Service Package. 

Any change in the rates cRarged to Member by NRTC shall not be effective until the later of (i) 
the effective date of such change, or (ii) the first monthly billing cycle occurring at least 60 days 
after NRTC notifies Member of such change. 

This Exhibit may be modified or amended by NRTC at any time upon reasonable prior notice if 
such modification or amendment is a result of material changes in the WB Service by WildBlue 
in accordance with the terms of the WildBlue Agreement. 
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JINTENTIONALLY OMITTEDl 

EXHIBIT D 

5usiness Swpport Fee 

The Business Support Fee is $6.65 per Average Monthly Member Customer per month, payable to NRTC 
pursuant to Section 4.5. For Members who enrolled in the WildBlue business after December 3 1,2005, 
the Business Support Fee will be $7.65 per Average Monthly Member Customer per month up to 200 
Average Monthly Member Customers and $6.65 per Average Monthly Member Customer per month for 
all Customers once the Average Monthly Member Customer count exceeds 200. 

Business Support Fee is a comprehensive fee that includes a number of services provided by NRTC and 
third parties in support of the Member’s WildBlue business. These services include, but are not limited 
to: ISP Services, Tier 1 & Tier 2 Customer and Member Support, training, marketing support, account 
management and system support, and communication support. The Business Support Fee is charged to 
all Members on the Average Monthly Member Customer basis regardless of whether the Member uses 
any or all of these services. 

Notwithstanding anything in this Agreement to the contrary, this Exhibit and the Busincss Support Fee 
may be modified or amended by NRTC, in NRTC’s Discretion, at any time or from time to time. Any 
change in the fees charged to Member by NRTC shaIi not be effective until the later of (i) the effective 
date of such change, or (ii) the first monthly billing cycle occurring at least 60 days after NRTC notifies 
Member of such change. 
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EXHIBIT E 

The initial term of the WildBIue Agreement expires on August 1,201 1 ,  and is subject to automatic 
renewal for successive one-year renewal terms unless NRTC or WildBlue gives the other party notice of 
intent not to renew at least 180 days before expiration of the then-current tern. 
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EXHIBIT F 

The CPE 

The “CPE” consists of the hardware (one WildBIue modem and one Ka-Band outdoor unit 
(mount, dish, electronics)) and software provided by WildBlue (or its designated suppliers) or by an 
NRTC manufacturer approved by WildBlue suficient to enable a Customer to access the WE3 Network 
from the Customer’s computer and capable of receiving WB Service, but excluding wiring, Ethernet or 
USB network interface hardware in the Customer’s personal computer and any non-standard packaging or 
labeling requested by NRTC, Member or Member’s Authorized Agents. The current components of the 
CPE are listed below, and may be updated by NRTC in its sole discretion from time to time during the 
Term, as appropriate. . 

The CPE will consist of: 

o I Satellite modem, including Ethernet cable 

+ 1 Power supply 

+ 1 Ka-band outdoor antenna assembly 

66 1 Ka-bandTRlA 
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EXMlBlIT G 

USP Services 

NRTC ISP Services are included at DO additional cost to Member WB retail residential and small 
oficelhome office Subscribers, all as described in this Exhibit G. NRTC reserves the right to change or 
discontinue NRTC ISP Services at any time upon not less than thirty (30) days prior written notice to 
Member. In the event NRTC elects to provide WB ISP Services or any other third party ISP services, 
NRTC may charge Member such per Customer fees as may be imposed by WildBIue or such third party 
for such services. 

Member may, upon notice to NRTC, substitute Member ISP Services for such ISP services as may be 
included in any WB Service Package, provided, however, the use of Member ISP Services shall not 
reduce applicable Business Support Fees. 

Subject to the foregoing, NRTC ISP Services shall include: 

For the Value and Select packages: 

+ 5 email addresses (5  MB available/address, unlirnitcd aliases, pop and web-mail) 

+ 
Q Usenet 

10 mb of webspace, web-authoring tools 

For the Pro package: 

+ 10 email addresses (15 MB availableiaddress, unlimited aliases, pop and web-mail) 

+ 
4 Usenet. 
8 

20 mb of webspace, web-authoring tools 

dial up access available (features TBD) 
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EXPPlBIT W 

Nonconforming Knstallations 

AI1 installations shall conform to the most current guidelines, documentation and installation training 
provided by WildBIue to NRTC and, in turn, to Member. These are subject to change from time to time 
and Member shall, and shall cause its installers, to stay up-to-date regarding such information. 

Member shall correct nonconforming installations within 90 days of written notice of nonconformance 
from WildBlue or, at WildBiue’s direction, NRTC. If Member fails to timely correct such 
nonconformance, WildBhe shall have the right to correct such nonconformance and Member shall pay 
NRTC $75.00 for each such correction in the event WiIdBiue charges NRTC for same under the 
WildBlue Agreement. 
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EXHIlBllT H 

WB Service PackaEes as of Effective Date 
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Amended NRTC Member Agreement 
Page 4 

NRTC CONFIDE 

think such meetings are necessary. We will decide very quickly in September where and when to hold the 
meetings, if needed. 

MQVING FO RD WITH YOU 

NRTC knows and understands that as an NRTC WildBlue member you have faced challenges with 
WildBlue’s service levels and other issues during the past year. NRTC believes that WildBlue’s service 
performance will improve and we continue to have confidence in the long-term viability of 
WildBlue. Bolstering that confidence is the fact that yesterday WildBlue announced that it had completed a 
$350 million debt financing that provides capital to fund the growth of WildBlue’s broadband business. 
That funding, combined with the scheduled launch of the WiIdBliue-1 satellite later this year, leads us to 
believe that NRTC and its members are about to see an exciting and rewarding new era with WildBlue. 

With the new terms that an: contained in the enclosed Amended Member Agreement, we feel certain that 
your company will enjoy improved economics and better terms under which you receive and offer the 
WildBIue Service. To support you, your NRTC team remains focused on working intensely with WildBlue 
to improve the service levels and committed to helping you bring this valuable and needed service to rural 
America. We thank you for all your hard work and support. 

Best Regards, 

Bob Philllips 
President and CEO 

The information in this communication is ‘‘confidential” as that term is defined in the NRTCIMember Agreement for 
Marketing and Distribution of WildBlue Services and is intended for the sole use of NRTC’s members. Any 
unauthorized disclosure or distribution without the express written consent of NRTC is strictly prohibited. 
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MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 18. Refer to the Application, Exhibit 21. 

a. Explain the purpose of the Helpina hand Fund. 

b. Was Exhibit 21 included as part of the proposed tariff provided 

in Exhibit B and reflected in the tariff comoarison Provided in Exhibit 

C of the Application? If no, explain whv it was not included in t h E  

exhibits. 

18 a. The Helping Hand Fund is designed to round-up voluntarily A. 

customers' electric bills for those customers who wish to help 

those in need to pay their electric bills. All of these receipts will 

be forwarded to an appropriate agency such as "Wintercare". 

No administrative or other costs would be deducted from these 

receipts. 

18 b. No, it was not included in Exhibit B and also not reflected 

in the tariff comparison provided in Exhibit C. Since this 

is a new tariff we did not include it in Exhibit B or C. 

18 c. Yes. We are including with this application since it was 

our understanding that to initiate this type tariff it had to be 

approved in an application. 

Witness: Burns E. Mercer 





MEADE COUNTY RURAL ELECTRIC COOPERATIVE CORPORATION 

SECOND DATA REQUEST OF COMMISSION STAFF 
CASE NO. 2006-00500 

Q 19. Concernina the PSC Assessment: 

a. Did Meade include an adiustment to normalize the PSC 

Assessment? 

Response: 

No. 

b. Would Meade aqree that the normalization should be included 

and should the current PSC Assessment rate? Explain the response. 

Response: 

Yes. This was an oversight only. The PSC Assessment adjustment should 

have been included. 

Witness: Jim Adkins 





This reply to the second data request of the Public Service Commission Staff is true and 

accurate to the best of my knowledge, information and belief after reasonable inquiry. 

Signed this 4th day of May, 2007, by Burns E. Mercer, President / CEO of Meade County 

Rural Electric Cooperative Corp. 

A true and correct copy has been mailed to the Attorney General of the State of Kentucky. 

Burns E. Mercer P res ideny  Cl 
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