O 00 N0 UL W

COMMONWEALTH OF KENTUCKY
BEFORE THE PUBLIC SERVICE COMMISSION

IN THE MATTER OF:

APPLICATION OF BIG RIVERS ) .
ELECTRIC CORPORATION FOR ) CASE NO. 2016-00278
A DECLARATORY ORDER )

CITY OF HENDERSON, KENTUCKY, AND HENDERSON UTILITY COMMISSION
d/b/a HENDERSON MUNICIPAL POWER & LIGHT’S RESPONSES TO
COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION
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BIG RIVERS ELECTRIC CORPORATION
APPLICATION OF BIG RIVERS ELECTRIC CORPORATION
FOR A DECLARATORY ORDER
CASE NO. 2016-00278

VERIFICATION

I, Gary Quick, General Manager of Henderson Municipal Power & Light, verify, state, and
affirm that the data request responses filed with this verification for which I am listed as a witness
are true and accurate to the best of my knowledge, information, and belief formed after a reasonable
inquiry.

Gary Quick
COMMONWEALTH OF KENTUCKY
COUNTY OF HENDERSON
SUBSCRIBED AND SWORN TO before me by Gary Quick on this the / 7M day of

November, 2016.

Notary Public, Kentucky Stgte at Large *559438
My Commission Expires:ggsf 1§, o0
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REQUEST NO. 1: Refer to the Direct Testimony of Gary Quick (“Quick Testimony”),

page 4, lines 23-25, which staté that “[e]ach party is responsible for its proportionate share
of the annual net rated generating capacity expense associated with Station Two.” Confirm
that this statement indicates that Henderson acknowledges it is responsible for the expenses
associated with fhe energy produced by its reserved capacity of Station Two. If this cannot
be confirmed, explain.

RESPONSE: An appropriate response to this request requires an explanation of the
distinction between expenses associated with reserved capacity, and expenses associated with the
actual generation of energy. Expenses associated with reserved capacity are those expenses
which are incurred whether or not capacity is used to generate energy. As explained in my
téstimony, Henderson acknowledges that each party is responsible for its proportionate share of
these “capacity” experises. The net rated generating capacity of Station Two is 312 MW. Under
the current capacity split, Henderson is therefore responsible for capacity expenses associated
with its current annual reserved capacity of 115 MW (36.86 percent of total net rated generating
capacity), while Big Rivers is responsible for capacity expenses associated with the 197 MW of
capacity (63.14 pcréent of total net rated generating capacity) currently allocated to Big Rivers.
The actual use of capacity to generate energy results in additional “variable” expenses, i.e. the
cost of coal and lime used in the generation process, which are the responsibility of the partythat
either takes the energy for its own use, or schedules the energy for sale to third parties.
Henderson thus is responsible for capacity expenses associated with its reserved capacity, but is
not responsible for variable expenses associated with the generation of eﬁergy from its reserved

capacity, unless Henderson elects to take or schedule the energy.

WITNESS: Gary Quick
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REQUEST NO. 2: Refer to the Quick Testimony; page 5, lines 14-18.

a. Provide details of each instance in which “Big Rivers refused to allow
Henderson to schedule or take its energy for sale to third parties.”

b. Explain in detail how Big Rivers “continues to deprive Henderson of energy
associated with its reserved capacity....”

| c. Explain in detail how Henderson notifies Big Rivers of its intention to “take
its energy for sale to third parties,” and when that notice is provided.
RESPONSE:

a. As evidenced by the dorrespondence attached hereto as Exhibit 1, Henderson has
notiﬁéd Big Rivers on multiple occasions that it wished to schedule its excess energy for sale to
third parties, and has submitted on more than one occasion a proposed protocol for doing so. Big
Rivers haé repeatedly rejected Henderson’s requests. Big Rivers’ refusal to appr.ove a scheduling

protocol effectively has prevented Henderson from scheduling its energy for sale to third parties

in every hour of every day since July 16, 2009, the date of the Unwind Transaction in which Big

Rivers regained functional control of its electrical system from Western Kentucky Energy Corp.,
a subsidiary of E.On LLC. |

b. » Big Ri;/ers to date continues to refuse to approve a scheduling profocol that Would'
allow Henderson to offer its excess energy associated with its reserved capacity for sale to third
parties. Rather, Big Rivers takes and sells this energy for its own benefit when it is profitable to
do so, or, under its new practice effective June 1, 2016, purports to sell the energy into the
currently unproﬁtable‘ MISO market on Henderson’s behalf, and attempts to pass the resulting

losses along to Henderson. Under either scenario, Henderson is prevented from deciding whether
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energy associated with its reserved capacity will be generated, and, if so; how to dispose of that
energy.

c. Big Rivers has refused, and continues to refuse, to accept Henderson’s scheduling

. proposal setting forth notice requirements and other procedures for the sale of Henderson’s

excess energy to third parties. Because no procedures are in place that would allow Henderson to
solicit firm or bona fide third-péf[y offers for its excess energy, or to notify Big Riveré t_hat it had
received such an offer, Henderson is effectively precluded from providing such notice to Big
Rivers.

WITNESS: Gary Quick
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REQUEST NO. 3: Refer to the Quick Testimony, page 6, lines 22-23, through page 7,

lines 1-3, which state as follows: “In the event that Henderson’s reserved capacity is used to
generate energy above Henderson’s native load, the energy above native load does not
become ‘Excess Henderson Engrgy’ until and unless Henderson elects to either not
schedule or not take the energy for its own ;ise, or offer the energy for sale to third
parties.” |

a. Provide a detailed explanation regarding the process by which Henderson
elects to either not schedule or not take for Henderson’s own use, the Station Two energy
that is generated above Henderson’s native load. Include in this explanation in_ both words
and numbers the distinction between Excess Henderson Energy, as that term in defined in

the Power Sales Contract, as compared to “mere ‘excess’ or ‘surplus’ energy, which is that

" energy which exceeds the amount Henderson needs to serve its native load in a given period

of time, but is equal to or less than the amount of energy associated with Henderson’s
capacity reservation for that given period of time.”

b. Explain why any energy is generated above Hendérso‘n’s native load if
Henderson elects to either not schedule or not take the Station Two energy above
Henderson’s native load.

RESPONSE:

a. Section 3.8 of the Power Sales Contract defines “Excess Henderson Energy” as
energy within Henderson’s reserved capacify that is “not scheduled or taken by City
[Henderson].” Accordingly, energy which Henderson either takes for its own use, or schedules
for sale to thﬁd parties, does not meet the contractual definition of “Excess Henderson Energy.” '

This energy is merely that energy which exceeds Henderson’s native load in a given time period,
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but is within Henderson’s reserved capacity for that time period, and is therefore available for
Henderson to either schedule or take.

The amount of energy Henderson takes in a given time period is an amount equal’
to its native load, i.e. the amount of energy required to serve the electrical needs of the city and

its inhabitants for that time period, plus any other energy within its reserved capacity that

- Henderson may take or schedule for sale to third parties. For example, Henderson currently

reserves 115 megawatts of Station Two capacity, with the remaining 197 megawatts allocated to
Big Rivers. If Henderson’s native load in a given time period is 70 megawatt hours, then
Henderson takes 70 megawatt hours of energy during that time period. If the remaining 45
megawatt hours of energy vthat are within Henderson’s reserved capacity are generated, then
Henderson has the option of taking or scheduling that energy for sale to third parties, subject
only to Big-Rivers’ first right to match a firm or bona fide third-party offer. As stated previously,
Henderson has submitted a proposed protocol for scheduling such third-party sales, and Big
Rivers has repeatedly rejected the proposal. There currently exists no process whereby
Henderson decides whether to schedule or not schedule its energy which exceeds its native load,
but is within its reserved capacity. This is because, under the existing scenario, there is no
decision to make; Henderson has been denied the opportunity to exercise its option to schedule
or take its energy for sale to third parties. Such energy thus is not being scheduled by default.

b. Big Rivers is the party who has physical control of the Station Two generation

facilities, and, as such, is ultimately the party in control of what energy is and is not generated.

Henderson is unable to provide an explanation for Big Rivers’ decision to generate and take
“Excess Henderson Energy,” i.e. energy which is above Henderson’s native load and within

Henderson’s reserved capacity, but which Henderson does not schedule and does not take.
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REQUEST NO. 4: Refer to the Quick Testimony, page 7, lines 22-24. Explain whether

Henderson agrees with Big Rivers’ position that Station Two Units 1 and 2 must run at a

minimum of 115 MW and 120 MW, respectively, in order to maintain safe and reliable

" operation.

RESPONSE: Henderson has not been provided, nor is it aware of the existence of, any
empirical data that would support Big Rivers’ position concerning the minimum generation
levels necessary for the Station Two Units to remain in safe and reliable operation. Therefore,

Henderson is unable to state whether it agrees or disagrees with Big Rivers’ assertion.

WITNESS: Gary Quick
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REQUEST NOQ. 5:  Refer to the Quick Testimony, page 9, lines 1-9. Provide an update of

the meeting that was to take place on October 26, 2016.
RESPONSE: Representatives of both parties met as scheduled on October 26, 2016, for
the purpose of exploring potential options that would allow Big Rivers to idle one or both of the

Station Two Units. The parties were unable to reach an agreement.

14
15
116

17

WITNESS:

Gary Quick
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REQUEST NO. 6: Refer to the Quick Testimony, page 10, lines 1-3. Provide a detailed

explanation for Henderson’s assertion that an issue exists as to whether Big Rivers has
raised an issue that falls within the Commission’s jurisdiction over rates and service.
RESPONSE: Although Big Rivers has characterized its application as a request- for
enforcement of a contract, the request is better characterized as a request for the Commission to
improperly engage i‘n contractual interpretation, and alter the rights and responsibilities of the
parties under a privately negotiated contract. Neither KRS 278.200 nor KRS 278.030, the statutes
Big Rivers cites in its request for relief, provide the Commission’ with authority to grant the
request.

The que;tion Big Rivers presents in no way involves the.regulation of utility rates or
service within the meaning of KRS Chapter 278, and thus is insufficient to invoke exclusive
Commission jurisdiction, or to trigger the inevitable and otherwise impermissible infringement
of Henderson’s contract rights. Hencierson is not a “utility” as defined in KRS 278.010(3)(@), and
thus is generally exempt from Commission regulation.

Big Rivers and Henderson are parties to a cqnfract governing the operation of the Station
Two facility for the production of power. The Power Sales Contract, as amended, sets forth the
process for reserving and allocating capacity and the related energy to each party, and establishes -
the procedure to be followed by each party in taking its respective share of capacity and energy

either for the provision of utility service to its own customers, or to offer for sale to third parties.

Nothing in the Power Sales Contract establishes rates for utility service, or parameters for the

delivery of such service. Nothing in the Contract calls for either party to furnish utility service to
the other, or to pay or collect a rate in compensation for such service. The Contract embodies the

unique relationship between the parties and the peculiar rights and obligations arising from it.
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The Contract bears no relation to rates or service at all, much less usual service to the public
generally. Even were Big Rivers to argue that an interpretation of certain contractual provisions
in Henderson’s favor would potentially impact tiie rates and/or quantity or quality of utility
service to its customers, siuch an argument would be premature, and the impact would be no
more than speculative. A request to interpret a contract for fear of uncertain collateral effects is
still a request for contractual interpretation, and, absent involvement of rates or service, exceeds
the scope of the Commission’s jurisdiction.

The jurisdiction of the Commission is strictly limited by statute to the regulation of rates.
and service, and was not intended to usurp functions properiy left to the courté, or to impede the
contract rights of municipalities where rates or service are not impacted.

For all of these reasons, -there exist significant issues related to the Commission’s
jurisdiction over this dispute, and counsel should be afforded an opportunity to address those

issues.

WITNESS: Gary Quick

Page 11 0of 13



.10
11
12
13
14
.15
f" 16
17
© 18
S 19
20
21

22

23

REQUEST NO.7: Will Henderson allow Big Rivers: to idle or place in standby service
one or both units of Station Two when it is uneconomical to operate the units? If not,
explain why not.

RESPONSE: Henderson has advised Big Rivers that Henderson is unaware of any
contractual provision that would permit Big Rivers to idle one or both of the Station Two Units
for economic or market reasons. Henderson has not advised Big Rivers that there exist no set of
circumsténces under which Henderson would agree for one or both units to be idled or placed
into standby service. However, Henderson ié unable to entertain Big Rivers’ proposal in its
current form, as the proposal provides no assurance to Henderson that energy associated with its
reserved capacity would continue to be available at no increased cost to Henderson. Furthermore,
Henderson remains concerned that a plan to cycle the Station Two Units on and off in
accordance with market conditions would ultimately have a catastrophic impact on the aged
units. Henderson would support the hiring, at Big Rivers’ expense, of a qualified, independent,

third party to conduct an engineering study for the purpose of addressing this concern. -

WITNESS: Gary Quick
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CERTIFICATE OF SERVICE

T
I hereby certify that a true and exact copy of the foregoing was forwarded this Wr ~ day
of November, 2016, via U.S. Mail, postage prepald or via facsimile, electronic mail, and/or hand

W OO W

WWWWWWWWWRNRNNDINRNNNNNN R P R s
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delivery, to the following:

James M. Miller
R. Michael Sullivan
Tyler Kamuf

SULLIVAN, MOUNTJ OY STAINBACK & MILLER, P.S.C.

100 St. Ann Street
P.O. Box 727
Owensboro, Kentucky 42302-0727

Attorneys for Big Rivers Electric Corp.

Kentucky Attorney General
1024 Capital Center Drive
Suite 200

Frankfort, Kentucky 40601

Original and ten (10) copies to:

Dr. Talina R. Mathews

Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

P.O.Box 615

Frankfort, Kentucky 40602-0615

H. ALL REDDING
SHARON W. FARMER
KING, DEEP & BRANAMAN
127 North Main Street
Henderson, Kentucky 42420
Telephone: 270) 827-1852
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KING, DEEP AND BRANAMAN
Harry L. Mathison, Jr. 127 North Main Street - P.O. Box 43 Leo King (1893-1982)
W, Mitchell Deep, Jr. Henderson, Kentucky 42419-0043 William M. Deep (1920-1990)
H. Randall Reddimg* Telephone (270) 827-1852 Wiltiam M. Branaman (1925-1996)
Leslie M, Newman . FAX (270) 826-7729
Eric A. Shappell . E-MAIL rredding@kdblaw.com

Jennifer P. Audrews *1 fcensed to practice in Indiana

Sharon W, Farmer
Tars L. Hunter
August 8, 2016

Jin Miller

Sullivan, Mountjoy, Stainback & Miller, P.S.C.
100 St, Ann Street

P.0.Box 727 o

Owensboro, Kentucky 42302-0727

Dear Jim:

My client is in receipt of the July 8, 2016, correspondence and attachment referenced in your
email of July 12, 2016, and is compelled to point out that Big Rivers is simply incorrect when it
asserts that Henderson has been unwilling to extend a proposal for scheduling sales of its energy. To
the contrary, Henderson has provided detailed proposals both during and after the arbitration ‘
proceeding and the subsequent legal challenges to the Arbitration Award. Furthermore, Henderson
peid the expense to bring representatives of The Energy Authority (TEA) from Jacksonville, Florida,
to Henderson for & meeting with Big Rivers. The TEA representatives explained in detail how
Henderson would.schedule its energy. Subsequent to the meeting, TEA responded to additional
questions Big Rivers presented. Unfortunately, after all of the expense and time Henderson put
forward, Big Rivers merely rejected the proposal out of hand. Big Rivers’ most recent rejection is
consistent with its prior rejections of Henderson’s proposals. Big Rivers has in fact been on notice
since before the closing of the 2009 Unwind Transaction that Henderson wished to establisha i.

procedure for scheduling its energy. -

On July 13, 2012, Henderson submitted to Big Rivers a proposal detailing the process

whereby Henderson would schedule its energy for sale to third parties. Big Rivers rejected the

proposal, arguing in part that the proposal was based upon 2 flawed Arbitration Award that Big
Rivers was seeking to vacete. On October 27, 2015, Henderson resubmitted the proposal. Big Rivers
again rejected Henderson’s proposal, this time raising numerous logistical and operational objections.
Henderson pointed out that Big Rivers’ position had been rejected by the courts, and that the
objections it continued to raise are addressed in the parties’ contracts, and in MISO procedural rules.

Henderson stands by the specific scheduling proposal it has now advanced on two separate
occasions: in July 2012, shortly after the arbitration panel issued its award, and in October 2015,
roughly two months afier the Kentucky Supreme Court put to rest any further legal contest as to the
velidity of the Arbitration Award, Please respond at your earljest convenience with either an
acceptance or a rejection of that proposal.

Sincerely,

Howmone
H, RANDALL REDDING

“CEXHIBIT ) : |

4

CC:  Hon. Dawn S. Kelsey
M. Gary Quick
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«»‘""“‘*\~::: ~\~__ ' 201 Third Strest
. P.O.Box 24

Bﬁ_g Rivers - -

ELECTRIC CORPORATION www.bigrivers.com

July 8, 2016

Mr. Gary Quick
Henderson Municipal Power & Light
P.O.Box 8 '

- Henderson, KY 42419

RE: Scheduling of Excess Henderson Energy

Dear Gary:

I wrote you and The Energy Authority (“TEA™) on March 28, 2016, suggesting that the
best path to establishing an agreed protocol by which HMP&L may schedule, take and market
Excess Henderson Energy through TEA would be for HMP&L or TEA to draft a proposed
procedure that the parties could follow through each step of the process. TEA had provided
details about the principal scheduling steps it anticipates, and we did not believe the remaining
commercial and contractual requirements for such a transaction would be difficult fo resolve.
We renewed this request in my Ietters to you of May 25 2016, and June 3, 2016. We never

recewed a draft procedure in response.

We do not know why EMP&L has been unwilling to provide Big Rivers with a propesed

comprehensive protocol, but we remain very interested in puiting a procedure in place. Big
Rivers understands and accepts that HMP&L has the right to propose a firm and bona fide offer
for Excess Henderson Energy, and when HMP&L eventually does so Big Rivers wants to have -
the commercial arrangements in place so the transaction-can proceed smoothly.

As you know, Big Rivers has ongoing concerns regarding whether the scheduling process

previously offered by TEA or any use of the financial scheduling process meets the requirements

of the arbitration award. But despite these reservations, and without waiving them, Big Rivers
attaches to this letter for EMP&L’s consideration a draft, comprehensive protocol for handling
of Excess Henderson Energy transactions based upon the TEA proposal. This is proposed in an
effort to resolve the commercial issues surrounding fiture Excess Henderson Energy
transactions, and is not an admission of any kind by Big Rivers.

_-- Your Touchstone Energy* Cooperative m

'
a 100% past-consumer racyeled paper
]



Mr. Gary Quick
July 8, 2016
Page 2

'We look forward to hearing from you about the attached protocol. When agreement fo a
protocol is reached, we would anficipate atfaching it to a simple letter agreement signed by both
parties that would promptly be submitted by Big Rivers for any approvals that may be necessary.

Respectfully,

/4

Robert W Berry
President and CEO
Big Rivers Electric Corporation




Preliminary

Procedure for Administering Excess Henderson Energy

July 8, 2016

f

1. Henderson Municipal Power and Light (“HMPL"} will be registered as a MISO Asset Owner {“A0") under The
Energy Authority (“TEA”) as a market participant. :

2. TEAwill post Contracts 1 and 2 as described below in the MISO Portal with HMPL as the Buyer and BRECas the
Seller. One contract will specify Unit 1 as the source and the other will specify Unit 2 as the source.

3. TEA will post Coritracts 3 and 4 as described below in the MISO Portal with TEA as the Buyer and HMPL as the
seller. One cantract will specify Unit 1 as the source and the other will specify Unit 2 as the source.

4, Theterm “Excess Energy” used in this procedure has the meaning given to “eycess energy” and “Excess
Henderson Energy” In the May 30, 2012 award in the arbitration between BREC and the City of Henderson and

 HMPL.
: Contract 1 Contract 2 Contract 3 Contract 4
.| Contract Name BRPS-HMPLDA @ BRPS-HMPLDA @ HMPL-TEADA @ HMPL-TEADA @
: BREC.HMP1 BREC.HMP2 BREC.HMP1 BREC.HMP2
Buyer Name HMPL HMPL TEA TEA
" ler Name BRPS BRPS HMPL HMPL
wifective Start 6/1/2016 6/1/2016 6/1/2016 6/1/2016
(EST)
Effective End 6/1/2018 6/1/2018 6/1/2018 6/1/2018
{EsT) ‘
Source Location BREC.HMP1 BREC.HMP2 BREC.HMP1 BREC.HMP2
Sink Location BREC.HMP1 BREC.HViPZ BREC.HMP1 BREC.HMP2
Delivery Point BREC.HMP1 BREC.HMP2 BREC.HMP1 BREC.HMP2
Contract Type Pure Financial Pure Financial Pure Financial Pure Financial -
i sSchedule CounterpartyApproval CounterpartyApproval |-CounterpartyApproval CounterpartyApproval
Approval
Settlement DayAhead DayAhead DayAhead DayAhead
Market -
Congestion Losses | Null Null. Null Null
Buyer Comments | Null Null Null Null
Seller Comments | Null Null Null Null
Contract Approval | Not Approved Not Approved Not Approved Not Approved
(esT) -
RSG Deviation False False False False
Contract :




. Tos

[ —

Gary Quick

"i <rom: Gary Quick

Sent Mondzay, July 18, 2016 3:44 PM

'Patrick McGarry'
Ce: 'Daina s Tamm) R Barbardill;
Subject: TEA Risk Advisor Services Agresment for Ju
Hi Pat:

| don’t know how this ended up being sent to the City of Henderson, but obviously that should not have been done. 1

dor’t have the Services Agreement in front of me, perhaps someone misread the language. You should not send any
billing or Include any reference on your billing to the City of Henderson. Perhaps the confusion is the “City of Henderson
Utility Commission” is HMP&L. We are indeed a separate entity from the City, Send all TEA billings to:

Henderson Municipal Power & Light
100 Fifth Street

PO Box 8

Henderson, Kentucky 42415-0008

" 'm just not sure how you ended up sending a bill to the City. We [HMP&L) have always received your prior billings and

paid them. Someone must have changed something in your accounting department. Again, just send the bill to us and
let me know i you find out what has taken place. We will pay the billing statements as soon as we receive them.

- hanks, Gary

From: Patrick McGarry [maitto:pmegarry@tesinc.org]

Sent: Monday, July 18, 2016 3:15PM '

To: Gary Quick

Subject: Fwd: TEA Risk Advisor Services Agreement for June '

h Gary

~ Good afternoon.

Has there been a.change in billing policy at HMPL?
Thanks
Pat

Begin forwarded message:

From: Daincii N, -
Date: July 18, 2016 at 3:52:53 PM EDT

“To: Patrick McGarry <pmcgarry@tesinc.ore>
Subject: FW: TEA Risk Advisor Services Agreement for June

i



Hi Pat,

Can you help clarify this discrepancy with me? [ have been sending the invoices to the same address

‘ let me know who to direct this Invoice to and invoices going forward. The Risk Advisor Agreement Is
- with the City of Henderson, but the contact information references HVIPL '

| apologize for any confusion,

Thank you for our help,
i Daina

Daina [l | Senior Accountant

- p: N f: 204.665.0242 | e: o EG—_—_—

Jacksonville, FL- Portland, OR - Seattle, wvA |

since January and they are being paid. Should they have been going to a different contact? if so, please -

From: Paul Titzer ImaI~Ito:pau'l-@c‘rtvofhendersonkv.oré]
Sent: July 18, 2016 10:30 AM
To: Daina IR

Subject: FW: TEA Risk Advisor Services Agreement for June

| am returning this Invoice since it is not for the City of Henderson. It is for Henderson Municipal Power
and Light which separate from the City. Their phone number is :

Paul

1Ty Of Henderson
PO Box 716
Henderson, Ky 42419

e
‘ —
H

paul.titzer@cityofhendersonky.org

- From: Cindy [ ]
Sent; Monday, July 18, 2016 8:49 AM

To: Robert J, Jilll; Paul !
Subject: FW: TEA Risk Advisor Services Agreement for June

From: Dainallllll [mailto: lilliGteainc.org]

Sent: Friday, July 15, 2016 12:23 PM
To: -ay@c'iyomendersong.org' .

Subject: TEA Risk Advisor Services Agreement for June




Good aftemoon,

Please find attached fhe invoice for the TEA Risk Advisor Services Agreement for June.
- Feel free to contact me with any questions.

Thank you,
Daina -

Daina- Senior Accountant
Jacksonville, FL - Portland, OR -Seattle, WA | -
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Gary Quick

‘From: Gary Quick

Sent: Monday, July 11, 2016 11:37 AM

To: ‘ "Matthew A, * :

Subject: RE: HPL Teleconference to Discuss BREC Letier
it does show that........t simply missed K. SQITY.

From: Matthew A. [malto:mil @tesinc.org]
Sent: Monday, July 11, 2016 11:33 AM

To: Gary Quick

Subject: RE: HPL Teleconference to Discuss BREC Letter

Gary,

* It should have come through In your time zone as 1pm, CPT. | apologize if i did not.
Thanks,

Matthew ! Director, RTO Trading

!c!onvxue, !! - !o!an!, OR- Seattle, WA —

From: Gary Quick [mailto:gquick@hmpl.net]

Sent: Monday, July 11, 2016 12:31 PM ,
To: Matthewb -
Subject: RE: HPL Teleconference to Discuss BREC Letter

Hi Matt:

Will this be 1:00 Central Time or Eastern Time??

Gary
From: Matthew A.

Sent: Monday, July' L1, .

To: Gary Quick

Subject: RE: HPL Teleconference to Discuss BREC Letter

Gary,

Pleasé forward the meeting invite as you prefer to Interested HPL staff
Tﬁanks,

Athev] R Director, RTO Trading



—-0riginal Appointment—-
" From: Gary Quick [mziito:gguick@hmpl.nef
Sent: Monday,-July 11, 2016 12:27 PM
To: Matthew N
. Subject: Accepted: HPL Teleconference to Discuss BREC Letter

. When: Thursday, July 14, 2016 1:00 PM-2:00 PM (UTC-06:00) Central Time (US & Canada).
" Where: Resource-Conf-



Undachw

" From: Gary Quick <gquick@hmpl.net>
Sent: . Friday, July 08, 2016 8:46 AM
To: Patrick McGarry; Matthew [N D-vic
Ce: Wayneﬂ Barbara - Brad [} Rendall Redding
Subject: . Big Rivers Letter
Attachments: . doc01680620160708083216.pdf

Good Morning:

The attached letter was hand delivered to me a few minutes ago. I wanted
you to have a copy and perhaps we can schedule a conference call sometime
next week. Please read the letter and attachments carefully. This may be
in response to MISO contacting Big Rivers about the 2010 Station Two
registration process. -

Thanks and have a good weekend. Gary



201 Third Street

P.O. Box 24

Henderson, KY 42419-0024
270-827-2561
www,blgrivers.com *

# ELECTRIC CORPORATION

. July8,2016

Mr. Gary Quick

Henderson Municipal Power & Light
P.O.Box 8

Henderson, K'Y 42419

RE: Scheduling of Excess Henderson Energy

Dear Gary:
I wrote you and The Energy Authority (“TEA™) on March 28, 2016, suggesting that the

. best path to establishing an agreed protocol by which HMP&L may schedule, take and market

Excess Henderson Energy through TEA would be for HMP&L or TEA to draft a proposed
procedure that the parties could follow through each step of the process. TEA had provided

- details about the principal scheduling steps it anticipates, and we did not believe the remaining

commercial end confractual requirements for such a transaction would be difficult to resolve.
We renewed this request in my letters to you of May 25, 2016, and hume 3, 2016, We never
received a draft procedure i response. ,

We do not know why HMP&L has been unwilling to provide Big Rivers with a propesed
comprehensive protocol, but we remain very interested in putting a procedure in place. Big
Rivers understands and adeepts that HMP&L has the right to propose a firm and bona fide offer
for Excess Henderson Energy, and when HMP&L eventually does so Big Rivers wants to have .
the commercial arrangements in place so the transaction can proceed smoothly.

As you kmow, Big Rivers has ongoing concerns regarding whether the scheduling process

_previously offered by TEA or any use of the financial scheduling process meets the requiremeénts

of the arbitration award. But despite these reservations, and without waiving them, Big Rivers
attaches to this letter for HMP&L's consideration a draft, comprehensive protocol for handling
of Excess Henderson Energy transactions based upon the TEA proposal. This is proposed in an
effort to resolve the commercial issues surrounding future Excess Henderson Energy
transactions, and is not an admission of any kind by Big Rivers.
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We look forward to hearing from you about the attached protocol. When agreement to a
protocol is reached, we would anticipate attaching it to a simple letter agreement signed by both
parties that would promptly be submitted by Big Rivers for any approvals that may be necessary.

Respectfully,
Robert W Berry

President and CEO _
Big Rivers Electric Corporation




Preliminary

Procedure for Administering Excess Henderson Energy

July 8, 2016

1. Henderson Municipal Power and Light (“HMPL") will be registered as a MISO Asset Owner (“AQ”) under The
Energy Authority (“TEA”) as a market participant.

" 2. TEA will post Contracts 1 and 2 as described below in the MISO Portal with HMPL as the Buyer and BREC as the

Seller. One contract will specify Unit 1 as the source and the other will specify Unit 2 as the source,

3, TEA will post Contracts 3 and 4 as described below in the MISO Portal with TEA as the Buyer-and HMPL as the
Seller. One contract will specify Unit 1 as the saurce and the other will specify Unlt 2 as the source.

4, The term “Excess Energy” used in this procedure has the meaning given to “excess energy” and “Excess

Henderson Energy” In the May 30, 2012 award In the arbitration between BREC and the City of Henderson and

HMPL
Contraet 1 Contract 2 Contract 3 Contract 4
Contract Name BRPS-HMPL DA @ BRPS-HMPLDA @ HMPL-TEADA @ HMPL-TEADA @
BREC.HMP1 BREC.HMP2 BREC.HMP1 BREC.HMP2
Buyer Name HMPL HMPL TEA TEA
~y Seller Name BRPS BRPS HMPL HMPL
Effective Start ' 5/1/2016 6/1/2016 6/1/2016 6/1/2016
{EST) '
Effective End 6/1/2018 6/1/2018 6/1/2018 6/1/2018
- (EST)
Source Location BREC.HMPL, BREC.HMP2 BREC.HMP1 BREC.HMP2
Sink Location BREC.HMP1 BREC.HMP2 BREC.HMP1 BREC.HMP2
Delivery Point BREC.HMP1. BREC.HMP2 BREC.HMP1 BREC.HMP2
Contract Type Pure Financial Pure Financial Pure Financial Pure Financial
Schedule CounterpartyApproval | CourterpartyApproval { CounterpartyApproval | Counterpa rtyApproval
Approval ' :
Settlement DayAhead DayAhead DayAhead DayAhead
Market
Congestion Losses | Null Null Nuil Null
Buyer Comments | Null Null Null Null
Seller Comments | Null Nuf] Nulf Null
Contract Approval | Not Approved Not Approved Not Approved Not Approved
(EST) '
RSG Deviation False False False False
Contract




Operating Day Minus One {OD-1) Option 1

1. When authorized by HMPL, TEA will communicate a bid (“firm bona fide offer") to BREC in writing by 0800 EST
MISO Market Time or in any event no later than three hours before the MISO Day-Ahead Market Submittal
Deadline for the next day or days.

a. The quantity of the firm bona fide offer would be calculated by TEA using aTEA hourly forecast of HMPL
load and the HMPL Station 2 Reservation Quantity.

b. Itisnotrequired that the firm bona fide offer be for all hours for which Excess Energy lsexpected.

¢. Afirm bona fide offer for any hourwould include a fixed quantity and fixed price.
If no firm bona fide offer s recefved by 0800 EST or inany event no later than three hours before the
MISO Day-Ahead Market Submittal Deadfine, it will be assumed that there Is no such offer.

2. BREC would notify TEA by 1000EST MISO Market Time or in any event no later than one hour before the MISO
Day-Ahead Market Submittal Deadline gs to whether it was exercising Option 1, the right to purchase the Excess
Energy at the same terms &s indicated in the firm bona fide offer. HMPL would be responsible for the fixed and
variable costs of generating the energy in accordance with existing contractual obligations.

a. |f BREC does not respond by 1000 EST or in any event no later than one hour before the MISO Day-
Ahead Market Submittal Deadline], itwould be assumed that BREC was declining to exercise its Optlon
1. .

b. BREC Option 1 would require acceptance of all terms of the firm bona fide offer; that is, BREC could not

select some hours and not others.
c. |fBREC does not exerciss its Option 1, RMPL will accept the firm bona fide offer.

Operating Day Minus One Option 2.

1. If nofirm bona fide offer were submitted to BREC for consideration,BREC may exercise its right to purchase
Excess Energy by paying $1.50/MWh and its existing contractual obligation for the variable cost of generating the
Excess Energy taken by BREC. In the event BREG exercises this right, It will provide HMPL with nofice at the end of
each calendar month of the amount of Excess Energy, fFany, purchased by it during the previous month.

2. HMPL will retain the Excess Energy and remain responsible for the fixed and variable costs atiributable to
generating the Excess Energy excapt as otherwise expressly provided in this procadure.

Operating Day (OD)

1. TEAwill submit a series of FinScheds by 1200 MISO Market Time on the OD, with the Source, Sink, and Delivery
Pointdesignated as BREC.HMP1 or BREC. HMPZ (whichever isappropriate)}
a FinSched 1 under Contract 4 or2 will be for all Excess Energy In each hour with HMPL as the Buyer
and BREC as the Seller.

. If BREC exercises its Option 1, the FinSched 1 quantity for any hour for which BREGC
was exercising its Option 1 would be reduced by the Excess Energy quantity.

fi. IfBREC exercises its Option 2, the FinSched 1 quantity for any hour forwhich BREC
was exercising its Option 2 would be redused by the Excess Energy quantity.
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b. FinSched 2 under Contract 3 or 4 will be for all Excess Energy sold through the firm boﬁa fide offer, with

TEA asthe Buyer and HMPL asthe Seller

2. BREC will confirm FinSched 1before the MISO FinSched Deadiine for the appropriate Operating Day.
3. TEA will confirm Finsched 2 before the MISO FinSched Deadline for the appropriate Operating Day.

Monthly MISO Seftlements

1. Manthly MISO settlements wouid include the following
a. HMPLwould receive all ofthe MiSO Day-Ahead (DA) Energy revenues associated with the Excess Energy

for those hours for which there was no firm bona fide offer, BREC did not exercise its Opfion 1, and BREC
did not exercise its Option 2. These revenues would appear In the TEA ssttlement statements under the

HMPL assetowner.

. TEA would receive the MISO DA Energy revenues associated with the hours and quantities inthe bona

fide offer for which BREC did not exerclse its Option 1.

BRECwould receivethe MISO DAEnergy revenue associated with the hoursand quanﬂtxes ofits
exercise of Option 1 orits exercise of Option2.

MISO Administrative Charges applicable to the FinScheds would flow to the Buyers and Sellers
designated inthe FinScheds.

Monthly Invoicing

1.

HMPL will invoice TEA under the terms of aﬁy firm bona fide offer for which BREC did not exercise its Option 1
based upon the quantities and prices for each hour.

2. HMPL will invoice BREC under the terms of any firm bona fide offer for which BREC did exerclse its Option 1,

based upon the quantities and prices for each hour.

3. 1f BREC exercises its Option 2, BREC will be responsible to HMPL in accordance with fis existing contractual

obligations for $1.50/MWh times the number of MWh purchased under Option 2 and the associated varlable
costs of generating that energy. .

4. HMPL will be obligated to BREC for Station 2 variable costs as follows:

a. For any hour in which actual Station 2 net generation Is greater than the HMPL Station 2 Reservation

Quantity, HMPL will be responsible in accordance w ith its existing contractual arrangements for the
variable costs of the amount of energy associated with the HMPL Station 2 Reservation Quantity,
reduced by any MWhs sold o BREC under Option 2.
i. Additionally, if the sum of HMPL actual load and Excess Energy sold under a firm bona fide offer
or BREC Optfion 1 is greater than the amount of energy associated with the HMPL Station 2
Reservation Quantity, BREC will charge and invoice HMPL at the Station 2 MISO Real-Time
Locational Marginal Price for the amount of that energy that exceeds the amount of energy
associated with the HMPL Station 2 Reservation Quantity.
For any hour In which actual Station 2 net generation isiess than the HMPL Station Two Reservation
Quantity, HMPL will pay variable costs based upon actual Station 2 generation, reduced by any MWhs
sold to BREC under Option 2.
. . Additionally, ifthe sum of HMPL actual Load and Excess Energy sold under a firm bona fide offer
or BREC Option 1 is greater than Station 2 net generation, BREC will charge and involce HMPL
at the Station 2 MISO Real-Time Locational Marginal Price for the amount of that energy that
exceeds the actual Station 2 net generation.
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It was great meeting you and Bob. This email is a follow up to our January 27 meeting and is
subject to the same agreed terms and conditions set out in the January 15, 2016, Lefter
Agreement signed by Gary Quick and Robert Berry. We're glad you asked for clarification
because neither of the “Approaches” outiined in your January 28 email accurately reflects the
process that Matt and | described during our January 27 Meeting. Here is a summary of our
proposed process including additional scheduling details for your consideration. As stated,
we will do our best to accommodate any timeline changes fo meet BRE scheduling
needs. In addition, if probably goes without saying, but please note that alihough TEA’s
name is used throughout the below, our relationship with Henderson is strictly confractual,
and subject to change without any adverse impact to the below. Please let us know if you
have any questions.

» TEA would register HPL an Asset Owner with MISO underthe TEA Markst Participant

» When authorized by HPL, TEA would communicate a bona fide firm offer fo BREC via email
by 0800 EST/EDT for the next day, weekends, andfor holidays

~» The firm offer wouid be predicated on hourly volumes within HPL's Annual Reserved Capacity

‘e The fim offer. may not be expiicit to every hour (i.e. Bid may only be for hours ending 5
throeugh hours ending 23 EST/EDT)

e BREC will assess the offer with ACES and notify TEA by 0800 EST/EDT via recorded phone
call as fo whether or not it intends fo exercise its first right of refusal and TEA will confirm the

phane call

» [f BREC has not notified TEA of a decision conceming the exercise of its first right of refusal by
0900 EST/EDT then TEA and Henderson will proceed as if BREC had affirmatively declined to
exercise its first right of refusal

» BREC's decision to exercise or to not exercise its first right of refusal will be for the entu‘e
schedule (i.e. No "cherry picking” hours)

» I BREC chooses fo exercise its first right of refusal, the e)astrng billing process with HPL will’
be maintained and BREC will pay the offer price

o If BREC decides not to exercise its first right of refusal, (or if it fails to exercise the right before
0900 EST/EDT) TEA will populate a Day Ahead (PA) MISO Finsched in the MISO portal with
the schedule volumes by 1200 EST/EDT of transaction date

s The MISO Finsched will be predicated on a long-term MISO Finsched Contract with the
defined “Source®, “Sink”, & "Delivery Point” designated as the resource bus

¢ BREC would agree to confirm the Finsched volumes by 1600 EST/EDT on the transaction
date

o Both parties agree that all times wilf be flexible to accommodate all paﬁies and potential FERC
809 implications '
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HENDERSONMLNIGIPAL POWER & LIGHT L5

June 17, 2016

Mr. Bob Berry

Big Rivers Electric Corporation
POBox 24

Henderson, KY 42419-0024

Dear Bob:

I am writing in response to your letter of June 3,2016. My letter dated May 31 was clear, and I
have nothing fo add except to say that in your June 3 letter you once again misstate the facts.
Consequently, I do not believe that there is any need for us to meet to discuss Henderson’s and Blg

Rivers’ respectlve positions. We would encourage you to consult with your attorneys.

Sincerely,

hat? ~

General Manager
Henderson Municipal Power & Light

100 FIFTH STREET  P.0.BOX8 HENDERSON, KENTUGKY 42418-0008 (270) B26-2725 FAX (270) B25-8650
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ELECTRIC CORPORATION www.bigrivers.com
June 3, 2016
Mr. Gary Quick
Henderson Municipal Power and Light
P.0.Box 8
Henderson, KY 42419
Dw Gary

I have your response of May 31, 2016, to my letter to you of May 25, 2016. IfI correctly
understand your response, you disagree generally with everything in my letter, but provide no
specifics about why you believe I am wrong on any individual point. You also said nothing
directly about my statement that we had received no response to my letter dated March 28, 2016,
to you and TEA. Do you plan to respond to that letter?

I certainly intend to state facts correctly, and do not understand how the Station Two Contracts
can be inferpreted differently. You must be seeing something in the Station Two Contracts that I
do not. We need 1o meet immediately so you can help me understand your reasoning and why
you believe Big Rivers should be required to purchase excess energy owned by HMP&L when
Big Rivers does not want it. Please give me some dates in the next two weeks when we can
meet, wherever you want, fo talk about these issues. In the meantime, Big Rivers inténds to
proceed as outtined in my May 25 letter.

Sincerely yours,

lood,

Robert W, Berry
President and CEO
Big Rivers Electric Corporation

e S Your Touchstone Energy” Cooperative }g%
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May 25, 2016

Mr. Gary Quick

Henderson Municipal Power & Light
P.O. Box 8

Henderson, KY 42418

Re:  Power Sales Contract between the City of Henderson, Kentucky and Big Rivers Rural Electric Co-
Operative Corporation dated August 1, 1970, as amended — Section 3.8

Dear Gary:

As you are aware, Big Rivers Electric Corporation (hereinafter “Big Rivers”) has for some time now been
In discussions with the City of Henderson, Kentucky (hereinafter “City”) regarding the ongoing costs
associated with generating power from Station Two. On muitiple occasions over the last year, Big Rivers
hes advised the City that power often can be purchased on the wholesale market for less than the
variable costs agsociated with producing power at Station Two. Because the power generated from
Station Two during these time periods is not economically compedtitive, Big Rivers has recommended
various alternatives to the City regarding modifications that should be made to the ongoing operations
of Station Two to help maintain the economic competitiveness of the power being produced from
Station Two and lower the costs of serving the load of both Big Rivers and the City. In particular, Big
Rivers recommended to the City that at least one of the Station Two units be idled until such time as it
becomes economically competitive to resume generation of electricity from both units on a full time
basis. Up to this point, however, the City has not been interested in this approach, or any other
approach recommended by Big Rivers to address the economic competitiveness of these units. Rather,
the City has insisted that both Station Two units be operated on a must run basis despite the fact that
they are frequently not producing economically competitive electricity. As such, during these times, Big
Rivers has been forced to address the reliability issues associated with the generation of power from
Station Two when it is not needed to serve either party’s existing load by selling the Excess Henderson
Energy into the market at a loss.

As a general matter, Big Rivers has historically exercised its rights under Section 3.8(a) of the Power Sales
Contract between the City and Big Rivers dated August 1, 1870, as amended (hereinafter “Contract”} by
purchasing energy associated with the City's reserved capacity from Station Two that has not been
scheduled or taken by the City {such energy being referred to hereinafter as “Excess Henderson Energy™).

. In addition, Big Rivers has compensated the Clty in accordance with the terms of Section 3.8(c} of the

Contract when it has exercised this right to purchase and utilize the Excess Henderson Energy, including
providing, at its own cost, the full replacement of all fuels and reagents consumed from Station Two fuel
and reagent reserves for the production of the Excess Henderson Energy and paying the portion of the
sludge disposal costs attributable to the Excess Henderson Energy (hereinafter collectively referred to as

- e
Your Touchwone Energy Cooperative 7allzX



Mr. Gary Quick
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m/ariable Costs”). Given changes in the marketplace, particufarly the low price of natural gas, there have
been an increasing number of hours when Big Rivers has purchased Excess Henderson Energy even when
the Variable Costs of producing it have exceeded the prevailing market price for energy, resulting in Big
Rivers assuming responsibility for the Excess Henderson Energy at a financial loss to itself.

While it has historically been Big Rivers’ practice to take and utilize the Excess Henderson Energy each
month, thereby allowing the City to avoid the Variable Costs noted above, and Big Rivers has compensated
the City accordingly, there is nothing in Section 3.8(a) that imposes upon Big Rivers any obligation to take
and pay for the Excess Henderson Energy and associated Variable Costs. To the contrary, Section 3.8(a)
provides that in the event that the City does not take the full amount of energy associated with its
reserved capacity from Station Two, Big Rivers may, ot its discretion, take and utilize all such energy (or
any portion thereof designated by Big Rivers) not scheduled or taken by the City, The purpose of this
letter is to provide you with notice that beginning no later than June 1, 2018, from time to time Big Rivers
may not take and utilize the Excess Henderson Energy generated from Station Two as it has voluntarily
done in the past, especially in light of the fact that the Excess Henderson Energy being produced is often
not economically competitive. Please understand that this does not mean that Big Rivers will never
exercise Its rights under Section 3.8{a} to take and utiiize all, or a portion of, such energy not scheduled
or taken by the City as permitted under the Contract. Indeed, at times, Big Rivers fully intends to take and
utilize the Excess Henderson Energy. But, in the spirit of cooperation and in consideration of the
longstanding relationship of the parties, Big Rivers deems it advisable to provide you with advance notice
of its change in practice concerning the Excess Henderson Energy described above. Hopefully, this notice
will allow the City to plan accordingly for this change as it deems necessary or advisable.

Going forward, Big Rivers will continue to provide the City with notice at the end of each calendar month
of the amount of Excess Henderson Energy, if any, taken by Big Rivers during the previous month as set
forth in Section 3.8(c) of the Contract. In addition, Big Rivers will continue to pay the City for such Excess
Henderson Energy, and will continue to be responsible for the associated Varfable Costs, in the manner
set forth in the Contract for that portion of the Excess Henderson Energy, if any, taken by Big Rivers during
‘:‘che previous month. Inthe event that there is Excess Henderson Energy generated that Big Rivers has not
taken pursuant to Section 3.8(a), the City will remain responsible for the Variable Costs attributable to the
Excess Henderson Energy in accordance with the terms of the various agreements between the parties.
Additionally, the City will no longer receive the $1.50 per MWh for that portion of the Excess Henderson
Energy not taken by Big Rivers during the previous calendar month.

As you know from my letter dated March 28, 2016, Big Rivers and the City are continuing to make progress
toward reaching a mutually acceptable agreement whereby The Energy Authority (hereinafter “TEA”) wil
act as a Market Participant on behalf of the City related to Excess Henderson Energy. To date, however,
the City has not responded to that letter. Therefore, until such time as Big Rivers and the City are ableto
reach an agreement on the manner in which TEA will assist the City with the sale of the Excess Henderson



Mr. Gary Quick
May 25, 2016
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Energy into the market, Big Rivers will continue to assist the City in delivery of the Excess Henderson

Energy which is generated yet not taken by Big Rivers and will allocate to the City the revenues, if any,
from the Excess Henderson Energy not taken by Big Rivers less any associated costs of delivery incurred
by Big Rivers.

In the event this letter generates any questions or warrants further discussion, please do not hesitate to
contact me. ’ '

Sincerely yours,

"

Robert W. Berry
President and CEC
Big Rivers Electric Corporation



Gary Quick

Crom: . Gary Quick ’

Sent: Thursday, March 31, 2016 4:55 PM
To: 'Patrick McGarry'

Subject: TEA Authorization

Aftachments: TEA AUTHORIZATION. pdf

Hi Pat:

Here you go; the authorization was dated in October 2010. Please note that | apparently sent copies of the email
authorization to BREC and MISO. Let me know if you need any additional information. If you need a recent approval,

just drop me a note and | will respond.

“Thanks, Gary

Henderson Municipal Power & Light
100 Fifth Street
Henderson, KY 42420

This e-mail transmission, including any attachments, i confidential (and may be priviteged) and is infended solely for the use of the indiidugl(s) ar entity io whom
® is addressed, Any unauthorized review, use, distribution, forwarding, copying ar disclosure to or by any other person is prohibited, if you have received ihis e-

1il in error, please nofify the sender by reply e-mail and destioy al copies of the original message and do not store, or copy fhis emall or eny effschments an any
..«edium. Finally, computer viruses can be transmitted via e-mall, The recipient should check this e-mall and any altachments for the presence of viruses. HMP&L

eccapts no fiability for any damage catised by any virus or other harmful program transmitted by this e-mail.



" Thank you, Gary .

' Wayne Thompson

From: Gary Quick -
Senk: . Friday, October 22, 2010 4:19 PM
To: ’ "William T. Sam H.
Cc: ! Baila! . _
ayr
Subject: Henderson Municipal Power & Light - Station Two Generation Facifies
Good Aifternoon:

Thank you for taking the time fo visit with us. Please accept this emall as fonﬁal_auﬂmrizaﬁon for The Energy Auﬁmﬂty o
represent Henderson Municipal Power & Light in discussions with the Midwest 180 and the Big Rivers Heckic

 Corporation regarding MISO membership, market participation, and regisirafion of the Hetiderson Stafion Two Generafion
" Faciliies.

Please nole that | have sent coples of this atthorization to representafives of the Midwest ISO and fhe Big Rivers Electric
Corporation.



Gary Quick

From: Gary Quick

Sent: Wednesday, March 30, 2016 11:21 AM
To: 'Patrick McGarry'

Subject RE: Question

YeS.miermenmn . GEIY

From: Patrick McGarry [mailto:pmcgany@teainc.ora]
Sent: Wednesday, March 30, 2016 9:40 AM

Tos: Gary Quick
Subject: Question

Gary,

Was BREC the BA for HMPL prior to MISO? -

Paz
Patrick McGarry|Managing Director, Midwest
p:

Th

Jacksonville, FL- Portland, OR - Seattle, WA | _
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Arranged By: Due Data

* | CALL WITH TEA IS AT 1 PM AND SCHEDULED FOR ONE
1 HOUR

" { HPL Teleconference to Discuss BREC Letter
_} Resource-Conf-
| Matthew

e

Gary Quick 1

7/34/2016 8:11 AM
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March 28,2016

Via Email and U.S, Mail

Patrick McGarry

Managing Director, Midwest
The Energy Authority '

301 W. Bay Street

Suite 2600

Jacksonville, FL 32202

Gary Quick
Henderson Municipal Power & L1ght

100 Fifth Street

P.O.Box 8
Henderson, Kentucky 42419-0008

Re: Scheduling Excess Henderson Energy through TEA

Dear Pat and Gary:

In letters dated October 27, 2015, and November 13,2015, Gary expressed HMPL’s desire
to schedule Excess Henderson Energy (“EHE”) through TEA (“Proposed TEA Scheduling”). In
the spirit of cooperation and as a means. of engaging in the dialogue necessary fo arriving at an
approach acceptable to the parties, Big Rivers remains interested in gaining a better understanding

-as to how the Proposed TEA Scheduling would work in practice and is hopeful you are willing to

provide that information.

First, seemingly the best way to gain a better understanding of the Proposed TEA
Scheduling would be for HMPL or TEA to draft a proposed procedure the parties would follow,
which would detail the process from submission of the offer by TEA through MISO settlement
and invoicing. Please include a sample proposal in written form in the format that TEA expects it
would use to present a third party firm, bona fide offer to Big Rivers for purchase of EHE in the
future. We would appreciate your providing that as soon as possible.

_Second, élthough Big Rivers has not yet concluded its analysis of the Proposed TEA
Scheduling and therefore has not necessarily identified all the potential issues that would be
involved in such an approach, it would be helpful to our analysis if you could confirm that the

following terms would apply to the Proposed TEA Scheduling:

TR TEY .v..mmnl| vLyvml [



1. HMPL would bear the variable expenses/costs for EHE that is sold fo TEA or Big Rivers
 at the offer price from a third party. ,

2. HMPL would bear the risk of any change in the volume of EHE due to load forecast error
or variance in Station Two generation.

3. Asto any EHE not purchased by TEA pursuant to a bona fide, firm offer, or by Big Rivers
by matching that offer, Big Rivers will have the right but ot the obligation to purchase that EHE
pursuant to Section 3.8(c) of the Power Sales Contract, i.e., $1.50 per MWh plus variable costs
associated with this energy.

4, Relatedly, if TEA does not submit a bid for EHE, Big Rivers does not exercise its right to
purchase EHE at $1.50/MWh, and Station Two cannot be backed down low enough to eliminate
EHE, HMPL would bear the financial responsibility for EHE.

We remain hopeful the parties can productively discuss the Proposed TEA Scheduling.
Nonetheless, in sending thisletter Big Rivers does not concede that the Proposed TEA Schedulmg
is consistent with the arbitration award and reserves its rights on the issue.

We look forward to your response.

" Regards,

A /fﬂé

~ Robert W. Berry
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March 17, 2041 -

Mr. Gary Quick

General Manager

Henderson Municipal Power & Light
P.O.Box 8

Henderson, KY 42420

Dear Gary:

I am writing in regard te your letter of February 10, 2011 and Marchi 9, 2011 follow-up telephone
conference amiong representatives of Big Rivers Electric Corperation (“Big Rivers”), Henderson
Municipal Power & Light (“HMPL”), and The Energy Authority (“TEA”). As I understand i, the
purpose of the February 10 leffer and March 19 teleconference was to inform Big Rivers of HMPL's

desire for TEA to assist HMPL in selling the energy output assogiated with HMPL’s capacity reservation
from Station I into the Midwest ISO market, and to request Big Rivers’ consent end goopefation in

Facilitating those efforts. Your February 10 letter asks that Big Rivers “let [you] know [its] reaction to

nsing the preposed Finsched process.”

Big Rivers cannot consent or otherwise agree to the arrangement you have proposed. As you are well
aware, Big Rivers and HMPL are cuirrently in arbitration before 2 AAA panel concerning this very issue —
i.e., whether IMPL has the right under the Power Sales Contract, as amended, to miarket and sell energy
associafed with its -capacity reservation that is in excess of the hour-to-hour needs of the City of
Henderson and jts mhabttants, without first giving Big Rivers the opportunity to purchase such encrgy at

the Power Sales Contract. The primary refief sought by Big Rivers in the pending arbitration is an award
declaring that HMPL has no tight to sell energy associated with its capacity reservation to third patties

' without first making that energy available to Big Rivers at $1.50/MWh, as expressly provided in Section

3.8 of the pariies” Power Sales Contract. For Big Rivers fo agree to the process you now propose would
be tantamount to surrendering the very issue weare currently Iitigating. Big Rivers cannot agree to that.

Big Rivers has reviewed the Power Sales Contract, and is aware of no provision in (hat agreement (or amy
other agreement between Big Rivers and HMPLY) that would obligate Big Rivers to assist or consent fo the
type of arratigement you have proposed. Indeed, any such arrangement would be in direct contravention
of the express ferms of the Power Sales Contract. If you disagres, I would ask that you please identify, in
wrifing, the contractual provzsmns that you contend impose such an obhgauen on Big Rivers.

Sincerelyyours,

-

C. Williain Blackburn

Senior Vice Presiderit

Financial & Energy Services & CRO
Big Rivers Electric Corparation

& Mr. Mark Bailey

Your Touchstone Energy* Coapemtive é‘i}(

" the contrachmally-specified price of $1.50/MWh (with Big Rivers providing fuel and other variable costs). . |
- Big Rivers has consistently and vxgomusly denied that HIMPL, possesses any such right under the terms of

@ 100% post-cahsunse regrelod papar
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Match 1, 2015

King, Deep and Brinaman
127 North: Main Street
Post. Office Box 43
Henderson; XY 42419-0043

Re’ Communitations betwésn TEA and Big Rivets

o Jaismsity- of this e, at the insisténce of Hendesson, Big Riveis and Hendesson executed an
agteement designating the meeting(s) between TEA and Big Rivers confidential and not to be used -

in Tigation.

- Oft Febemary 12, 2015, Henderson filed & “Petition for an Award of Damages” in Hendlerson
Citcpit Goutt. In its petition, Henderson agcuses Big Rivers of “the wrongful sefzute and utilizztion

of Henderson’s Fxcess Energy and generafing capacity” and that this “continue(s) ta cause
Hendetsen to.suffer monetary loss:” Such zn allegation is belied by the osgoing discussiens
between TEA and Big Rivers, whete the parties are endeavoring to develop 2 mutnally-acceptable
resalution that would ensble Hendetson to sell the Excess Energy to third parties. i

B;gRlvetsmmmns commztted to atmmgat an aceeptable protdcol for the sdle dexc'és_s, Enq;.gﬁr

with TEA. - Nonetheless, in Tight of the angoing litipation brougtit by Henderson and the
contentions tnarle by Hendesson, it would be nnnecessatily confusing and misleading o contifime
communicatings betwesa TRA and Big Rivers in secret. Accordingly, Big Rivets places Henderson
on notice patsant to this letter that Big Rivers does not intend for any fufine commuaications
between any patty on the subject of the sale of Excess Energy to be confidential

65619971 -
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January 15, 2016

Robert W. Berry

President.ant CEO -

Big Rivers Electric Corporation
.P.O. Box 24

Henderson, KY 42419-0024

RE:  Excess Henderson Energy
Dear Bob: '

This is to memorialize the terms and conditions upon which BMP&L will agrae to a meetin
proposed in your letter to me of December 11, 2015. If BREC still wants to have a meeting please .-
and return a copy of this letter to me.

HMP&L expressly denies that the questions pesed in ysur November 5, 2015, letter invc
any-genu_ineobstacies to HMP&L’s sales of Extess Henderson Energy. The purpose of this meetin
an effort, on HMP&L’s part, to resolve and comprorhise a disputed claint. It is agreed, therefore, thar
the occurrence of ‘the meeting, all discussioris that take place during the course of the meeting, any
follow up. conferences; and any minutes or other records prepared in connectioh with the meeting
shall be kept strictly confidential, and shall not be offered as evidence, or admitted in evidence, in any
judicial or arbitral forum at any time. BREC and HMP&L further agree that there will be no tape or
other veice recording of the meeting’s discussions.

The rheeting will take place at HMP&L's office on lanuary 22, 2016, at 9:30 a.m. local time.
BREC and HMP&L will each send. no more than .two representatives to the meeting. These
representatives will be either members of BREC's and HMP&L’s respective operational staffs, or -
employees. of ACES or TEA who participate as subject matter consultants to BREC or HMP&L,
respectively. No attorneys will attend or participate in the meeting.

Sincerely yours, .
Gary Quich .

On behalf of Big Rivers Electric Corporation, the above terms and conditions are accepted:

By: Robert W. Beriy
its: President and CEO

614476761

100.FIFTHSTREET P.O.BOX8 HENDERSON, KENTUCKY 42419-0008 (270) B26-2726 FAX (270)'826-9850
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Gary Quick
" From: - Gary Quick
Senf: Wednesday, January 13, 2016 10:46 AM
To: - Patrick McGarry
Subject: General Information
Hi Pat:

I wanted you to see the email below.

Gary

From:- Greg [mailto:

Sent: Wednesday, January 13, 2016 13:22 AM .
To: Scolt

c= (g 7= (R

Subject: RE: Meefing

3

Dear Scott,

We want the meeting to remain limited to two representatives from BREC and two from HMP&L. We also do not want
to modify the confidentiality agreement as you suggest. We should be able to confirm the January 22 date for the®

"eeting by tomorrow or, at the latest, by Friday.

Greg

K. Gre'gory- '

From JJScott [mailto:Scoft.
Sent: Tuesday, January 12, 2016 4.
To: [l Greg

oI e

Subject: Mesting

Greg,
Bob Berry and Mark Eacret at BREC do not unde;

two representatives total from among Big Rivers,

; why Gary wishes fo limit attendance to
For the meeting io have the

best chance of success, there should be at least one operational representative from each of

1



" "those organizations. Otherwise, since they all need fo be consulted, the danger of missing key
input at the meeting — along with the danger of miscommunication after the meeting — is high
and would needlessly delay progress. Big Rivers would welcome others from Gary’s
organization fo attend, but we request that there not be an artificial limitation to the number of
attendees. Nonetheless, if Gary refuses to permit more than two reprr?eﬁaﬁ%vgffﬁl:\our

22.

side, Bob and Mark will participate. They have a strong preference for{January

We also request one slight change fo the confidentiality agreement. In me ipterest of all
pariies, if the meeting is unsuccessful and litigation cannot be avoideMiﬁes should be

‘able fo inform the court that in response to the exchange of letters latedast year a meeting did
in fact occur, but did not result in a resolution of the dispute. That wuld place those
(admissible) letters in their proper context. Of course, we fully agree that nothing from the
meeting can be disclosed to others, whether or not in a Iiﬁgaﬁop context. Please let us know if
you agree with this change. '

I look forward to hearing back from you as soon as possible.

Scott

B H c. scot RN . g
Partrer ‘ —

This electronic message is from a law firm. it may contain confidential or privileged information. If you received
this transmission in error, please reply to the sender to advise of the error and delete this fransmission and any
attachments. .

belip2016

The information contained i this transmission is infended only for the person or entity to which it is addressed
and may contain confidential and/or privileged material. If you are not the intended recipient of this
information, : .

do not review, refransmit, disclose, disseminate, use, or take any action in reliance upon this information. If you
received this transmission in error, please contact the sender immediately, destroy all printed copies, and delete
the material from all computers.




" Gary Quick

Sent:

To: -

) “From: Gary-Quick

Tuesday, January 12, 2016 822 PM
pmcgarmy@teainc.org

Subject: Fwd: Meeting

Hi Pat:

Let me know your reaction to the email.

Call whenever you have time.

Thank you, Gary

Sent from my iPhone

Begin forwarded message:

“To:

o I o I
Date: January 12, 2016 at 5:1025 P

To: Gary Quick <gquick@hmpl.net>

_ Subject: ¥W: Meeting

Gary, let's talk tomorrow.

Greg

From: I Scott -
Sent: Tuesday, January 12, 2016 4:20:34 PM

reg :

cx [ p—

Subject: Meeting

Greg,

Bob Berry and Mark Eacret at BREC do not understand why Gary wishes to limit
attendance to two representatives total from among Big Rivers,_
the meeting fo have the best chance of success, there should be at least one
operational representative from each of those organizations. Otherwise, since they all
need to be constulted, the danger of missing key input at the meeting — along with the
danger of miscommunication after the meeting — is high and would needlessly delay
progress. Big Rivers would welcome others from Gary’s organization fo atiend, but we
request that there not be an artificial limitation to the number of attendees.

Nonetheless, if Gary refuses to permit more than two representatives from our side, Bob
and Mark will participate. They have a strong preference for January 22.

For

1



1

We also request one sfight change to the confidentiality agreement. In the interest of all
parties, if the meeting is unsuccessful and litigation cannot be avoided, the parties
should be able to inform the court that in response fo the exchange of letters late last
year a mesting did in fact oceur, but did not result in a resolution of the dispute. That
would place those (admissible) letiers in their proper context. Of course, we fully agree
that nothing from the mesting can be disclosed to others, whether or not in a litigation
context. Please let us know if you agree with this change.

| fook forward fo hearing back from you as soon as possibie.

Scott

This electronic message is-from a law firm. It may contain confidential or privileged information. If you
received this fransmission in ‘eror, please reply to the sender to advise of the error and delete this
transmission and any attachments.

bclip2016

The information contamed in this transmission is intended only for the person or entity to which
1t is addressed

and may contain confidential and/or privileged material. If you are not the intended recipient of
this information, .
do not review, retransmit, disclose, disseminate, use, or take any action in reliance upon this

information. If you ’

received this transmission in error, please contact the sender immediately, destroy all primted

copies, and delete
the material from all compuiers.




.'Gary Quick

From: Gary Quick
Sent: Thursday, January 07, 2016 4:11 PM

To: 'Patrick McG
Cc: ' Wayne
Subject: RE: Trip o Ke

Hi Pat:

We would select Thursday morning January 14 at 9:30 central time {10:30 eastam) for the start of the call. We will stay
on the call for whatever time you and Matt need.. Wayn{J BB our Power Production Director, will Join me on the
call. Let me know what phone number you want me to call for you. ’

Thariks, Gary

From: Patrick McGarry [mailto:pmegarry@teainc.org]
Sent: Thursday, January 07, 2016 3:10 PM

To: Gary Quick

Subject: RE: Trip to Kentucky

Meeting Times(EST) to Discuss History & Negotiation Parameters

’hursday, 1/14/16 Between 10:30-1:00 & From 2:30-4:00
Friday, 1/15/16 Between 12:00-2:00

Monday, 1/18/16 Between 10:30-1:30

Tuesday, 1/19/16 Between 10:30-12:00

From: Gary Quick [mailto:qquick@hmpl.net]
Sent: Thursday, January 07, 2016 3:42 PM
To: Patrick McGarry

Subject: RE: Trip to Kentucky

HiPat
| will run the dates by Big Rivers and get back to you. |thought you would need a travel day coming in to Henderson, a

day for the meeting (even if the meeting only takes a couple of hours), and a trave! day going hack to Jacksonville.
Anyway, we can talk about this. Also, we can schedule a one hour call anything that works for you and Matt prior to the

mesting.

1 can call you now, but lst me know if you want me to call your cell phone or office number. -

" Gary

From: Patrick McGarry [mailto:pmcga inc.o

Sent: Thursday, January 07, 2016 2:14 PM
To: Gary Quick



- Cc: Haynes, Greg
" Subject: RE: Trip to Kentucky

sary,
Happy New Year|

Would either of the following dates work?

o 1/21-1/22
s 1/25-1/26 .

hour cotiference call with you prior to our trip so | can get Matt up to

Also- Matt and | would like to schedule a-one
stze of the plant from an operational

speed on the history of the Big Rivers/ Henderson dispute as well as the current

- perspective.

Would you have five minutes to speak today?
Thanks

Pat

.After you respond, | will visit with Bf

From: Gary Quick [maitto:gaquick@bmpl.net]

Sent: Thursday, January 07, 2016 2:33 PM
To: Patrick McGarry

o Greg
Sul pto Kentucky
Hi Patz

e know when you and Matt could come to Henderson for a meeting with

Would you cﬁeck with Matt Johnson and let m
Henderson Energy?? It would help if you could give me a couple of

Big Rivers concerning the scheduling of Excess
schedule options.

g Rivers and get back to you. | hope we can find a time and date that works for

everyone; in advance, thanks for helping us.

Gary



Gary Quick

" From: : Gary Quick :

Sent: Thursday, January 07, 2016 3:00 PM
To: . 'Eacret, Mark J'

Subject RE: Excess Energy Meefing

Hi Mark:

The TEA representative sent me a note a few minutes ago and said that they could be available for a meeting on
Thursday, January 21 or Friday, January 22. The other option is Manday January 25 or Tuesday January 26.

Let me know your reaction. Thanks, Gary

From: Eacrat, Mark 3 [mailta:Mark Eacret@bigrivers.comi
Sent: Thursday, January 07, 2016 12:49 PM

To: Gary Quick

Subject: Excess Energy Meeting

Gary,
| hope that your new year is off to a good start.

We spokein mid-December about scheduling a meeting with TEA on Excess Energy. Have you been able to identify any
dates that work for them yet? | can be available just about any time over the next few weeks except for 1/12 and 1/14 -

A and, if necessary, | could move some things around and 1/12 would be possible.

g Regards,

Mark Eacret
VP Energy Services
Big Rivers Electric Corp

The information contained in this fransmission is intended only for the person ar enfity to which it Is direcfly addressed or coplied. It may contain material of
confidential and/or private nature. Any revisw, refranstission, dissemination or other use of, ar taking of any action in refiance upon, this infonmation by persons or
entifies other than the intended reciplent is not allowed., If you receive this message and the information contained therein by emor, please contact the sender and

_delete the material from your/any storage medium.



- day

Gary Quick

‘rom: Patrick McGarry [pmcgary@teainc.org]
; Sent: Thursday, January 07, 2016 2244 PM
i To: . Gary Quick
i Subject: RE: Trip to Kentucky

l
i

Now would be great

, From: Gary Quick [mailto;gguick@hmpl.net]
i Sent: Thursday, January 07, 2016 3:42 PM

. To: Patrick McGarry

: Subject: RE: Trip to Kentucky

" HiPst:

| will run the dates by Big Rivers and get back to you. 1 thought you would need a travel day coming in to Henderson, a

for the meeting {even if the meeting only takes a couple of hours), and a travel day going back to Jacksonville.

Anyway, we can talk about this. Also, we can schedule a one hour call anything that works for you and Matt prior to the

meeting.

" i can call you now, but let me know if you want me to call your celt phone or office number,

ary

From: Patrick McGarry [mailto:pmegarry@teainc.ora]
Sent: Thursday, January 07, 2016 2:14 PM

. To: Gary Quick

- €c: Haynes, Greg

: Subject: RE: Trip to Kentucky

Gary,
Happy New Year!

Would either of the following dates work?

o 1/21-1/22
s 1/25-1/26

Also- Matt and | would like to schedule a one hour conference call with you prior to our trip so 1 can get Matt up to
speed on the history of the Big Rivers/ Henderson dispute as well as the current stae of the plant from an operational

perspective.,
_ auld you have five minutes to speak today?

Thanks



Pat

" From: Gary Quick [maifto:gguick@hmpl.net]

Jjent: Thursday, January 07, 2016 2:33 PM

"Tos: Patrick McGarry

Cc: Haynes, Greg
Subjectz Trip to Kentucky

Hi Pat:

Would you check with MatHand let me know when you and Matt could come to Henderson fora meeting with
Big Rivers concerning the scheduiing of Excess Henderson Energy?? 1t would help if you could give me a couple of

schedule options.

After you respond, | will visit with Big Rivers and get back to you. | hope we can find a time and date that works for
everyone; in advance, thanks for helping us. -

Gary



Gary Quick

From: Gary Quick

Senf: Thursday, January 07, 2016 2:04 PM
To: . ‘Mark. Eacret@bigrivers.com’
Subject: Meeting

Attachments: BIG RIVERS MEETING.pdf

Hi Mark:

| am checking with our representative at TEA to see when he could make the trip to Henderson. Our representative is
Patrick McGarry and he would bring Mr. MattJ-(also with TEA} with him to attend the meeting. |will contact you
as soonras | hear back from Mr. McGarry.

As | discussed with you during our previous phone call, Henderson will have only two representatives attending the -
mesting. Attached is a proposed draft of a Letter of Understanding for the meeting; it is addressed to Bob Berry since
he is the individual who signed the December 11 letter. Please share the draft letter with'Bob and see if it is acceptable.

Please don’t hesitate to call if you have questions. Thank you, Gary

Henderson Municipal Power & Light
100 Fifth Street

Henderson, KY 42420
270.826.2726

This e-mafl transmission, inchuding any attechments, Is confidential (and may be privileged) and Is Intended solely for the use of the individusl{s) ar entily fo whom
it is addressed. Any unauthatized review, use, distribution, forwarding, copying or disclosure {o or by any cother person Is prohibited. If you have received this e-
mall in etror, please natify the sender by reply e-mall and destroy all copies of the criginal message and do not sfore, or copy this emall or eny sttachments on any
medium, Finally, computer viruses can be transmitted via e-mafl The redpient should check this e-matl and any attachments for the presesice of viruses. "HMP&L
accepts no bahilly for any damage caused by any virus or other harmful program transmitied by this e-mail .



January___, 2016

Robert W. Berry
President and CEO
Big Rivers Electric Corporation
P.O. Box 24 .
* Henderson, KY 42419-002

RE:  Excess Henderson Energy

Dear Bob:

.

This is to memorialize the terms and conditions upon which HMP&L will agree to a meeting as

proposed in your letter to me of December 11, 2015. If BREC still wants to have a meeting please sign

and return a copy of this letter to me.

HMP&L expressly denies that the questions posed in your November 5, 2015, letter involve
any genuine obstacles to HMP&L's sales of Excess Henderson Energy. The purpose of this meeting is
an effort, on HMP&L's part, to resolve and compromise a disputed claim. It is agreed, therefore, that
the occurrence of the meeting, all distussions that take place during the course of the meeting, any
follow up conferences, and any minutes or other records prepared in connection with the meeting
shall be kept strictly confidential, shall be- disclosed only to legal counsel for BREC and HMP&L, and
shall not be offered as evidence, or admitted in evidence, in any judicial or arbitral forum at any time.
BREE and HMP&L further agree that there will be no tape or other voice recording of the meeting’s

discussions.

The meeting will take place at on January , 2016, at
‘a.m./p.m. BREC and HMP&L will each send no more than two representatives to the

meeting. These representatives will be either members of BREC's and HMP&L's respective
- operational staffs, or employees of ACES or TEA who participate as subject matter consultants to
BREC or HMP&L, respectively. No attorneys will attend or participate in the meeting.

Sincerely yours,

Gary Quick

On behalf of Big Rivers Electric Corporation, the above terms and conditions are accepted:

By: Robert W. Berry
Its: President and CEO

100 FIFTH STREET P.0.BOXB HENDERSON, KENTUCKY 42418-0008 (270) 826-2726 FAX (270) B26-9850
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Gary Quick

‘rom: Gaty Quick
Senf: Thursday, January 07, 2016 1:33 PM
To: : ‘Patrick McGary'
Ce: 'Haynes, Greg'
Subject: Trip to Kentucky
Hi Pat:

Would you check with Matt Johnson and let me know when you and Matt could come to Henderson for a meeting with
Big Rivers concerning the scheduling of Excess Henderson Energy?? It would help if you could give me a couple of
schedule options.

After you respond, | will visit with Big Rivers and get back to you. | hope we can find a time and date that works for
everyone; in advance, thanks for helping us.

Gary



i

Gary Quick

rom: _ Eacret, Mark J [Mark.Eacret@bigrivers.com]
sent: Thursday, January 07, 2016 12:49 PM
Ta: . Gary Quick
Subject: Excess Energy Meefing
Gary,

| hope that your new year Is off to a good start.

We spoke in mid-December about scheduling a mesting with TEA on Excess Energy. Have you been able to identify any

- dates that work for them yet? [ can be available just about any time over the next few weeks except for 1/12 and 1/14

and, if necessary, | could move some things around and 1/12 would be possible.

i Regards,

Mark Eacret
VP Energy Services
Big Rivers Electric Corp

i The information contained in this fransmission is imgridad only for the parson or entity fo which It s directly addressed or copied. It may contaln matetial of

“nfidential and/or private nature. Any review, retransmission, dissemination or other use of, ortaking of any acfion in reliance upon, this information by persons or
Iies other than the intended recipient is not allowed. if you recelve this message and the informafion contzined thereln by etror, please contact the sender and

uelele the material from your/any storage medium.
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Gary Quick

=rom: . Gary Quick
Sent: ’ Tuesday, December 15, 2015 11:26 AM
To: 'Patrick McGary'
Subject: RE: Big Rivers
10/4 will do

Erom: Patrick McGarry [mailto:pmegarry@teainc.org]

Sent: Tuesday, Decamber 15, 2015 10:05 AM
To: Gary Quick
Subject: Re: Big Rivers

Yes
plezse cal me 2R
Sent from my iPhone

On Dec 15, 2015, at 11:03 AM, Gary Quick <gquick@hmpl.net> wrote:

Hi Pat:

Could you take my call at 2:00PM CT (3:00PM Jacksonville Time)} this afternoon?? if so, is the correct
numbe! .

If this does not work for you just select a time tomorrow and | will call you.

Thank you, Gary

From: Patrick McGarry [mailto:pmegarry@teainc.org]
Sent: Tuesday, December 15, 2015 2:29 AM

"To: Gary Quick
Subject: RE: Big Rivers
Gary

} am available at your letsure.

Pat

From: Géw Quick ]ma:'lto:gduid(@hmgl.net[
Sent: Monday, December 14, 2015 2:34 PM

To: Patrick McGarry
Subject: Big Rivers



Hi F:at:

Do you have some time available to take a call from me this week?? | will be the only one the call for
Henderson and the call should only take a few minutes. | want to respond to Big Rivers, but | think it
would be wise for me to visit with you before I contact them. If this week is bad for you, perhaps you
will have some time available next week.

Thanks, Gary



>

.

Gary Quick

i “rom: Gary Quick

: Sent Monday, December 14, 2015 7:55 AM v
To: Pafrick McGany . :
Ce: G <g' Wayne Tammy
Subject: Big Rivers Letter - -
Attachments: doc01079520151211162812.pdf

Good Morning Pat:

Attached is the response letter I received from Big Rivers. Don't hesitate to share it with
your TEA Team and I will contact you after I visit with Greg Haynes. Hope you had a good
weekend. : .

Thank you, Gary

From: Gary Quick

Sent: Friday, December 11, 2815 4:48 PM
To: NN Gree’

subject: Big Rivers Letter -

Hi Greg:

I just received the attached letter from Big Rivers. Take a look at it and we will discuss
next week. I hope you have a good weekend.

-Thanks, Gary
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T g ' 201 Third Strest
. P.O.Box24 "
B‘E g REV@E‘%S : Henderson. KY 42419-0024
270-827-2551
A ELECTRIC CORPDEATION www bigrivers.com .
December 11, 2015
M. Gary Quick -
Henderson Vamicipal Power & Light
100 Fifth Street

P.0.Box 8
Henderson, Xentucky 42419—0008

Re:  Excess Hendersoh Energy — Request for Meseting

Dear Gary:

I am in receipt of your November 13, 2015 letter, which I recsived via, maﬂ on November 18,
2015,

Yonasked me fo identify the point of contact at Big Rivers for scheduling power. That perseii.is
Mark Bacref, Vice President of Energy Services at Big Rivers. His direct dizl mumber is | N

- I HMP&L has a firm, bonafide third party effer fo present to Big Rivers, we encourage

you to provide the required nofice to Mr. Eacret. He will be prepared to take your call.

In response to your October 27 letter we went to the MISO portal where you said a MISO confract
was awaiting our approval, and were unable to find any such contract. In addition, the MISO

- EinSched mechanism is complicated, it operates under multple censtructs, and ceptain constructs

inay fiot necessatily comply with the arbitration award. It is very important that Big Rivers
understand the details of your plans in advance, and identify and resolvé in advance any issnes
with those plans. The questions posed in my November 5, 2015, letter are impostant, real
questions, which are not answered by the Power Sales Contract, as amended (the “Contract”), the
arbifration award or the related judicial opimions. As you knew, the Contract and 1998
Amendments were exeented before the centralized MISO energy market was even created. Indeed,
Chairman Pemberton’s separate concurring opinion specifically: stated that the arbitration award
does npt take into account the operation of the MISO market.

I am concerned you read my November 5 request for a mesting asmere postoring. It was not. Big
Rivers and BIMPL are by necessity parties to a long-term relationship due to the Contract. The
only way our relationship can function well is if the parties are able to have periodic discussions,
Big Rivers genuinely desires to work with HMP&L on this issue. We acknowledge that the
arbitration: award provides for HMP&L’s ownership rights with zegard to Excess Henderson
Encrgy subject to Big Rivers’ right of first refusal. It is simply our view that it is imperative for
the parties to meet to discuss in good faith the operational details governing how any third party

) Your Touchstanz Enetgy” Cooperative 7§L}(

3

%_lﬁou potconsumor sucychad paper
I



M. Gary Quick
December 11,2015
Page Two : _ . ,

sales of Excess Hépderson Energy are to be handled. It is our sincere hope that throngh these
discussions the parties could resolve any open questions and avoid further costly litigation. -

We contirine to Teserve our rights on this dispute, but we: are cariest about wanting a mesting and
hope you will reconsider. I you are willing to sit down with us, please provide us dates thet may

werk for you

Sincerely,

Robert W. Berry
President and CEO
Big Rivers Electric Corporation




Noverriber 13,2015

Robert W. Berry

President and CEQ

Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Re:  Excess Henderson Energy '

Dear Bob:
This respoﬁds to your letter dated November 5, 2015.

My letter to you of October 27, 2015, sets out in detail HMPL's plan to market Excess
Henderson Energy in accordance with the terms of the Power Sales Contract as amended, and
requests that you identify the point of contact at BREC with whom HMPL may work to schedule
its energy. Your November 5 response does nothing more than raise the same obstacles that
were rejected by the Arbitration Panel and three levels of Kentucky trial and appellate courts. |
disagree that we need to negotiate further protocols or agreements. Thatis the same
argument rejected by the Panel and the Courts. BREC is thoroughly familiar with the terms of
the Power Sales Contract and the now final judgment interpreting it. Moreover BRECis a MISO
Market Participant and well aware that the questions posed in your letter are all answered by
the terms of the Power Sales Contract and by the manner in which energy sales are conducted
through MISO, including long term capadity sales to entities outside thé MISO footprint.

Please let me know by December 14, 2015, if BREC is going to comply with its contractual
obligations and cooperate with implementation of HMPL's plan as set out in my October 27
letter, and designate the point of contact at BREC with whom HMPL may work to schedule its
energy. If you will not provide this confirmation and information by that date then we will
initiate legal action to enforce Henderson’s rights as defined by the Arbitration and Court

decisions. -

| look forward to hearing from you.

Sincerely,

R
Gary Quick \

61423362.1

100 FIFTH STREET  P.O.BOX8 HENDERSON, KENTUCKY 42419-0008 (270) 826-2726 FAX (270) 826-9550
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201 Third Street
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s Oy T} ° ;: P.O. Box 24
) ;_P '\Z 7 Henderson, KY 42419-0024
Bad ﬂ @Ei 3 270-827-2561

ELECTRIC CORPORATION . www . bigrivers.com

November 5, 2015

Mr. Gary Quick
General Manager
Henderson Municipal Power & Light
‘ 100 Fifth Street
= P. 0.Box 8
e Henderson, KY 42419

- Re:  Scheduling of Bms Henderson Energy

Dear Gary:

This will acknowledge receipt of your letter dated October 27, 2015, which I received on
November 2. '

The proposal you outlined in your October 27, 2015 letter is identical to the proposal you made
in July 2012. Big Rivers’ response to that proposal in Fuly 2012 — in addition to questioning
whether the type of purely financial transactions embodied in MISO FinScheds are compatible
with the Power Sales Contract, as interpreted in the Arbitration Award — identified a mamber of
logistical and operational details that your proposal failed to address, and which would need to
be resolved before it could be puit into practice. As HMPL never provided a response to our
inquiries, the issues raised in that response remain unanswered.

We continue to have questions about whether the proposed FinSched process is compatible with
the Power Sales Contract, as amended, and the Arbitration Award. Nonctheless, we want to be

* responsive to your proposal for scheduling Excess Henderson Energy with the hope that, through
open discussion among us, the parties could potentially move toward an agreed-upon approach to
Excess Hendersor Energy which complies fully with the Arbitration Award.

In order to do that, however, 2 number of issues must be discussed and addressed, as indicated in
N Big Rivers® July 2012 letter. For example (and this list is by no means exhaustive) agreement
' would need to. be reached-about the following:

1. What priority would be given to HMPL’s sales of Excess Henderson Energy,
particularly in;relationship to Big Rivers’ rights to receive encrgy from the Station IT
capacity that it has paid for?

- 2. What are the characteristics of a “firm” and “bonafide” offer under the award that Big
Rivers would be obligated to match if it desires to purchase the Excess Henderson
Energy? How can Big Rivers verify the terms of any third party offer?

3. Which party is responsible for providing HMPL’s day-ahead load forecast each day
used to determine the amount of Excess Henderson Energy to be offered to third
parties, and who bears the risk of errors in the forecast?
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Mr, Gary Quick
November 5, 2015
Page Two

4. What happens if the Excess Henderson Energy committed to third parties becomes
unavailable in real time due to outage, derate, HMPL’s underestimation of its native
load needs, or MISO’s decision not to dispatch the umits at sufficient levels to cover a
third party sale? .

5. What are Big Rivers’ remedies if it agrees to purchase the Exeess Energy and that
energy is not available? . _ .

6. What is Big Rivers’ backup obligation for any proposed third—party transactions?

7. How would sétflement be handled between Big Rivers and HMPL for third party
sales?

8. How are MISO administrative and other expenses to be handled? What about
transmission and congestion-related charges?

To move us closer to a possible resolution, we suggest répresentatives from HMPL and Big
Rivers find 2 convenient day and time o mest to discuss your proposal and, if possible,
memorialize in writing any consensus we may reach on how those issues are to be handled. Itis -

that this meeting will permit the parties to execute an agreed- on protocol. Given
interest in this matter, I have advised them of your proposal an: representatives -
e 10 join our discussions. Could you please provide some dates would work for

. this meeting.

I look forward to hearing from you soon.

Sincerely yours, .

Robert W. Berty
President and CEO
Big Rivers Electric Corporation



October 27, 2015 ' | -

Mr. Bob Berry

‘President

Big Rivers Electric Corporation
"201 Third Street

Henderson, KY 42420

Dear Bob:

Henderson (“HMPL”) is proposing the following process to begin scheduling our Excess Energy
from our Henderson Station Two Facility (CP node BREC.HMF2). Initialty, HMPL will pursue
day-ahead sales of its Excess Energy using MISO Financial Schedules (“FinSched”). Over a
period of time HMPI, may change its process for selling its Excess Energy, but currently HMPL
will use the process described herein. To achieve this, HMPL proposes the attached MISO
Contract defining terms with which Henderson and Big Rivers Electric Corporation (BREC)
could use to create MISO FinScheds for energy. Our expectation Is that this process would
begin shortly after October 27, 2015, and could be a daily exercise, performed on business days
before the next day, weekend, anr-)liday schedules (“Day-ahead Schedules™). In order
to begin this MISO FinSched process, the first step would be for BREC, as Market Participant
for Henderson Station Two, 1o approve the attached underlying MISO Confract. The proposed

.MISO Contract for FinScheds would not change BREC’s current scheduling process for

Henderson’s native load and resources under the carve out status. The FinSched would involve
the scheduling of Excess Energy between Henderson’s native load and its Anrmal Reserved

Capacity. - .
/
HMPL proposes that the following processes be executed by our respective scheduling agents.

o The amount of HMPL’s available hourly Exvess Energy will be an amount up to its
Annual Reserved Capacity minus its hourly native forecasted loads. From the resulting
amount of energy, HMPL will develop an howrly schedule of Excess Energy that it
desires to offer for third party sales.

o TFimm third party bids to purchase HMPL’s desired sale schedule, with pricing, will be
provided to BREC no later than 8:00 a.m. EPT on the business day before the transaction.

» BREC will provide HMPL notice of its intent to accept or reject the purchase no later
than 10:30 am. EPT on the business day before the transaction. BREC’s failure to
respond by 10:30 a.m. EPT will be an assumed rejection of the purchase. An accepted
transaction by BREC must match the firm third party purchaser’s hourly megawatt hours

scheduled and prices. ,
» Please note that all times may be subject to change pending-approval of MISO’s

response tPrder No. 809.
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As opportunities for physical bilateral fransactions occur, HMPL’s scheduling agent will manage

_ the acquisition of the necessary transmission services, tagging, and will be responsible for

managing real-time changes. Please let me know who we should contact af Big Rivers to begm
the process of scheduling Henderson s Excess Energy. :

Sincerely,

D

Enclosure



Esntract Name
Buyer Name

Seller Name
Effective Start {EST)
Effective End {EST)
Source Lacation
Sink Locatian
Jelvery Paint
Cantract Type
Schedule Approval
Settlement Market

-Cangestion Losses

Buyer Comments

Seller Comments
Contract Approval (EST)
RSG Deviation Contract

{null}

false
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HWPL
BRPS
Filia012

BREC.HMP2
BREC,HMFZ
BREC.HMP2
PureFinancial

ounterpartvApproval

Davihead

BuyerPays v

{null}
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Gary Quick

“rom: Gary Quick

Sent: Sunday, Ocfober 25, 2015 8:26 AM

o ey R

Cc: Wayne TammyE

Subject: Fwd: Yesterday -

Attachments: TEA LETTER_V3_1- 23 2015_PJM.docx; ATT00001.him
Hi Pat:

[ have a question concerning the MISO Contract document that will be attached to the letter we are sending to BREC.
The document shows "Effective Start (Est) 7/1/2012" and "Effective End (Est)1/1/2016." {'m merely wondering if the
two dates are correct. I'm not saying the dates are wrong; | just want'to make sure the dates are correct before we send
the letter.

Again, we appreciate all of the help you have provided to Henderson.

Thanks, Gary

Sent from my iPhone
:_.egin forwarded-message: .
From: Patrick McGarry<nmc.@rg@eainc.org>

Date: October 23, 2015 at 1:19:18 PM CDT
To: Gary Quick <gguick@hmpl.net>

Subject: RE: Yesterday

Gary,

As per ybur request, we have reviewed the letter and made the edits that we discussed.
Please feel free to ask if you have any questions. Have a great weekend.

Pat

From: Gary Quick [maitto:ggquick@hmpt.net]
Sent: Thursday, October 22, 2015 10:45 AM

To! Patrick McGa

Cc: Wayne ﬂ Tammy
Subject: Re: Yesterday -
Hi Pat:

No problem and no big deal. We sincerely appreciate your help and we're glad youare feeling better.

Let us know if you need something.



Thanks, Gary

Sent from my iPhone

! On Oct 22, 2015, at 8:43 AM, Patrick McGarry <pmicgarry@teainc.org> wrote:

Gary,

- 1 am sorry that | couldn’t make the call yesterday. The day started with a small
toothache in the morning and ended with root canal surgery in the afternoon that
E couldn’t wait any longer. | am feeling better and we will finish up the touches on the

letter today. -

Let's Go Metsl!!

Pat

Patrick McGarry|Managing Director, Midwest
p:904-360-1389| f: 904-665-0387| m: 904-993-9511 |e: pmcgarry@teainc.org

- ' The Energy Authority® | The Strategic Partner for Public Power
lacksonville, FL - Portland, OR - Seattle, WA | www.teainc.org



"éary Quick

rom:

Sent:
To:

Ce:
Subject:

f~Yes

Gary

Gary Quick :
Tuasday, Ociober 20, 2015 5:12 PM

Patrick McGai
o -
Re: Te jon

Sent from my iPhone

On Oct 20, 2015, at 4:19 PM, Patrick McGarry <gmgrg[@teaincorg>'wrote:

3PM my time. 2 PM your time.

Make sense?

Sent from my IPhone

" On Oct 20, 2015, at 4:19 PM, Gary Quick <gguick@hmpl.net> wrote:

Hi Pat:

Please confirm the "central time® you are planning to call us tomorrow.

We are not sure if it will be 2-or 3 PM our time.

Sent from my iPhone

Begin forwarded message:

From: Tarmrry [N -

Date: October 20, 2015 at 1:02:52 PM CDT

To: Gary Quick <gguick@hmpl.net>
Subject: RE: Tea Documentation

Mr. Quick,

FY] Pat has the time as 3 PM Eastern time, not our time.

Tam

Henderson Municipal Power & Light
100 Fifth Street

Henderson, KY 42420



This e-mafl transmission, including any attachments, is confidential (and may be privileged) and is
intended solely for the use of the individual(s) or entily to whem It is addressed. Any unauthorized
review, use, distibution, forwarding, copying or disclosure to or by any other person is prohibited.
Ifyou have received this e-mail in error, please nofify the sender by reply e-mall and destroy alt
copies of the oniginal message and do not store, or copy this emall or any attachments on any
medjum. Finally, compttter viruses can be transmitted via e-mall, The reciplent should check this
e-mail and any atfachments for the presence of viruses. HMP&L accepis no liabiltly for any
damage caused by any virus or other hammful program fransmitted by this e-mail.

From: Gary Quick
Sent: Tuesday, October 20, 2015 12:55 PM
To: Patrick McGarry

€c: Wayne Tammy_ Matthew
Subject: Re: Tea Documentati A-
Hi Pat:

Yes, we plan to take your call tomorrow.

" Gary

Sent from my iPhone

On Oct 20, 2015, at 12:28 PM, Patrick McGarry <pmcgarry@teainc.org>
wrote:

Gary
Just confirming that we will call you tomorrow 3PM EPT.
Thanks

Pat

From: Patrick McGarry
Sent: Wednesday, October 14, 2015 9:30 AM
To: Gary Quick

Ce: Waine R -y R Vvatthew A.

Subject: Re: Tea Documentation
Gary

We will call you on the number that you provided
below.

Looking forward towards our conversation.
Pat
Sent from my iPhone

On Oct 14, 2015, at 8:19 AM, Gary Quick
<gquick@hmpl.net> wrote:

Hi Pat:



That time will work for us. Do you want
us to call you or will you call us?? [fyou

want us to call just send me the
number.

Thanks, Gary

Sent from my iPhone

On Oct 14, 2015, at 6:24 AM, Patrick

McGarry <pmcgarry@teainc.org>
wrote:

Gary

Would 3PM EST next
Wednesday afternoon
work for you guys?

Thanks

pat

From: Gary Quick
[mailto:gguick@hmpl.ne
4|

Sent: Tuesday, October
13, 2015 5:24 PM

To: Patrick McGa
Tammy

Matthew
Subject: RE: iea
Documentation

Hi Pat:

We cantake a callon
October 21. Justletus
know the time that
works for you;
Henderson is on central
time. Also, let me know
if you plan to call us
I, o+ You

want us to call you.

Wayne_ and [

will be on the call for
Henderson.

Thanks, Gary

3



- October 14, 2015 °

VIA EMATL AND FIRST CLASS MAIL

Mr. H. Randall Redding

Law Offices of King, Deep and Branaman
127 North Main Street

Henderson, KY 42419

Re: Big Rivers Electric Corp v. City of Henderson, Kentucky, et al
Dear Mr. Redding:
Thank you for your letter of September 14, 2015, and your follow up letter of September

28, 2015. We have discussed these with Big Rivers. As an initial matter, please be assured that
Big Rivers fully intends to comply with the terms of the Power Sales Contract as clarified by the

May 31, 2012 arbitration award. :

Big Rivers does not agree that the award entitles Henderson in any way to.the damages
sought in your demand. Your September 14 letier states — and your September 28 letter confinms
— that the damages represent EMPL's ™otal fixed expenses” allegedly associated with Excess

. Henderson Energy. While there appear to be numerous problems with your calculations, the

most fundamental is that award recognizes no right-by Henderson to recover auy fixed costs
allegedly associated with Excess Henderson Energy. Furthermore, the award recognized no

entitlement to any past damages, regardless of how they might be calculated.

The award clarified the process whersby HMPL may-seek more than the price set forth in
Section 3.8(c) of the Power Sales Contract for Excess Henderson Energy. Specifically, HMPL
may, if it chooses, obtain a firm and bona fide offer from a third party to purchase some quantity
of Excess Henderson Energy. Ifit does so, then Benderson must present that offer to Big Rivers.
Big Rivers may then match the offer or allow FIMPL to sell the Excess Henderson Energy 10 the
third party according to the terms of the original offer. To date, HMPL has never presented Big
Rivers with a firm and bona fide third-party offer to purchase any Excess Henderson Energy, so

. “any such energy was available to be purchased by Big Rivers at the price set forth in Section

3.8(c). Nothing in the Power Sales Contract, as interpreted by the award, provides any basis for
HMPL to recover fixed costs associated with Excess Henderson Energy which is taken under the
contract by Big Rivers at the default contractual price.



I
cc! C. Scott -

Mr, H. Randall Redding
October 14,2015
Page 2

With regard to the Excess Henderson Energy going forward, you also urge Big Rivers to
"oease any ongoing sales” of such energy. However, you offer no legal basis for your demand.
As noted above, Big Rivers has the absolute right to take such energy, at the price set forth in
Section 3.8(c), unless HMPL presents a firm and bona fide offer from a third party to purchase
such energy at a higher price. The logistics associated with this is something that HMPL and Big
Rivers would need to resolve. We recall Gary Quick making a comment to that effect following
the issuance of the arbifration award. We also understand from your recent conversation with Jim
Miller that we should be expecting a letier from Greg Haynes addressing those logistical issues.
Please advise if HMPL is willing to meet and present a proposal for those logistics.

. Rcspectng your demand for historical damages, however, Big Rivers does not believe
there is anv legal basis for the demands made in your September 14, 2015 letter. We invite you
to set forth ‘the alleged axthority undergirding these claims in greater detail if you believe this
analysis is mistaken or has overlooked anything in the Power Sales Contract or the arbiiration
award.

Sincerely,

“Bawa

Theresa A

0G0OHCI.0574368 4817-5071-28T3vi




Gary Quick

“rom: Gary Quick

Senf: Thursday, August 20, 2015 8:59 At
To: 'Patrick NicGany'

Subject: RE: Phone Call

Hi Patx

You may call our main office numbe_and ask for me. | don’t have any concerns if you want other TEA
staff members to participate in the call. -

ook forward to our visit.

Thank you, Gary

From:z Patrick McGarry [mailto:pmcgarry@teainc.org)
Sent: Thursday, August 20, 2015 8:54 AM

To: Gary Quick

Subject: RE: Phone Call

Gary

Ifits ok, | would like to cafi you. What number would be best?

Also, | would [ike to nvite Jamie -(VP client Services) and MattjJfpirector-RT0 Trading) to our discussion.
Back in 2012 & 2013, Matt assisted Sam and | on the research and he will be a good asset if we have any “deep detail”
questions.

Looking forward to speaking to you again. | spoke to Sam fast night and he said to say hello!

Thanks

Pat

From: Gary Quick [mailto:gguick@®hmpl.nef]
Sent: Thursday, August 20, 2015 9:40 AM

To: Patrick McGarry
Subject: RE: Phone Call

Hi Pat:
That time works for me. Do you want me to call you or are you planning to call me??

hanks, Gary



From: Patrick McGarry [maitto:pmegarry@teainc.org]
Sent: Thursday, August 20, 2015 8:22 AM

To: Gary Quick

subject: RE: Phone Call

Gary

Would 1230 EST(1130 CST) work for you?
;rhanks

Pat

From: Gary Quick [maitin:qquick@hmpl.net]
Sent: Wednesday, August 19, 2015 4:53 PM

To: Patrick McGarry :
Subject: RE: Phone Call
Hi Pat:

Anytime tomorrow will work for me. We are on central time so just let me know a time that works for you and [ will be
here, .

Thanks for getting back to me so quickly.

sary

From: Patrick McGarry [mailto:pmegarry@teainc.org]

.Sent: Wednesday, August 19, 2015 3:22 PM

To: Gary Quick
Subject: Re: Phone Call

Gal;y

Do you have a specific time tomorrow that will work for you to speak?
Thanks

Pat

Sent_ from my iPhone

On Aug 18, 2015, at 3:14 PM, Gary Quick <gguick@hmpl.net>wrote:

Hi Pat:

| received your phone message; thanks for returning my call. | understand that you may be on the road;
however, when you return to your office and have a few minutes, would you please give me a call?? My

2



| am interested in visiting with you about the Excess Henderson Energy issue. The Kentucky Supreme
Court issued an Order last week in favor of Henderson and | would like to visit with you about the
process of scheduling energy and how the MISO market works. We may want to {or need to) enter
another formal agreement with TEA.

Anyway, when you have some time, please call. Thank you and if you see Sam tell him we said hefla.

Gary



:f - Henderson Municipal Power.&Light=]

Angust 20, 2015

Pat:

Thanks for taking the time to visit with us this morning.

Attached is a copy of the July 13, 2012, letter we discussed.
Let us know if you need anything.

" Thank you.

! B

100 FIFTH STREET PO BOX8
HENDERSON, KENTUCKY 42415-0008
{270)826-2726 FAX (270) 826-9650




July 13,2012

Mr. Mark Bailey

President -

Big Rivers Electric Corporation
201 Third Street

Henderson, KY 42420

Dear Mark:

In response to Scott Greene’s letter dated June 28, 2012, Henderson (“HMPL™) offers the

. following process to begin scheduling our Excess Energy from our Henderson Station Two

Facility (CP node BREC.HMP2). Initially, HMPL will pursue day-ahead sales of its Bxcess
Energy using MISO Financial Schedules (“FinSched”). Over time HMPL may change its
process for selling its Excess Energy, but currently HMPL will use the process described herein.
To achieve this, HMPL proposes the attached MISO Contract defining terms with which
Henderson and Big Rivers Electric Corporation (BREC) could use to create MISO FinScheds for
energy. Our expectation is that this process would begin on or shortly after July 23, 2012, and
could be a daily exercise, performed on business days before the next day, weekend, and NERC
holiday schedules (“Day-ahead Schedules™). In order to begin this MISO FinSched process, the
first step would be for BREC, as Market Participant for Henderson Station Two, to approve the
attached underlying MISO Contract. The proposed MISO Contract for FinScheds would not
change BREC’s current scheduling process for Henderson's native load and resources under the
carve out status. The FinSched would involve the scheduling of Excess Energy between
Henderson’s native load and its Annual Reserved Capacity.

HMPL proposes that the following processes be executed by our respective scheduling agents.
e The amount of HMPL’s available hourly Excess Energy will be based on its Annual

Reserved Capacity minus-its hourly forecasted loads. From the resulting amount- of
energy, HMPL will develop an hourly schedule of Excess Energy that it desires to offer
for third party sales. ‘

o Firm third party bids to purchase HMPL's desired sale schedule, with pricing, will be
provided to BREC no later than 8:00 a.m. EPT on the business day before the transaction.

e BREC will provide HMPL notice of its intent to accept or reject the purchase no later
than 10:30 a.m. EPT on the business day before the transaction. BREC's failure to
respond by 10:30 a.m. EPT will be an assumed rejection of the purchase. An accepted
transaction by BREC must match the firm third party purchaser’s hourly megawatt hours

scheduled and prices. -

100 FIFTHSTREET P.0.BOX8 HENDERSON, KENTUGKY 42419-0008 (270) 826-2726 FAX (270) 826-9650



HiirE&EL

As opportuniﬁes for physical bilateral transactions occur, HMPL's scheduling agent will manage
the acquisition of the necessary transmission services, tagging, and will be responsible for
managing real-time changes. Please let me know who we should contact at Big Rivers o begin

the process of scheduling our Excess Energy.

Sincerely,

oy

Enclosure

- I
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201 Third Strest
P.0. Box 24

ELECTRIC CORPDRATION www.bigrivers.com

| Big R}V@Yg gagg;;s;srz :(Y 42419-0024

June 7, 2013 . S : \

Mr. Gary. Quick

General Manager

Henderson Mimicipal Power & Light
P.0.Box 8 :
Henderson, KY 42419-0008

Dear Gary:

In accordance with Section 14.1 of the Power Plant Construction and Operation
Agreemerit between the City of Henderson Kentucky (the City) and Big Rivers Electric
Corporation (Big Rivers), dated as of August 1, 1970, as amended by the Amendments to
Contracts dated May 1, 1993, Amendments to Contracts dated July 15, 1998, and 2005
Amendments to Contracts dated April 1, 2005 (the Operating Agreement), Big Rivers
submitted the proposed operating budget for Station Two for the fiscal year beginning
June 1, 2013, and ending May 31, 2014, to the City on March 1, 2013. Having now
incorporated appropriate revisions resulting from review with HMP&L Station Two
management, Big Rivers hereby submits this annual operating budget. Following the
adoption by the City of the June 1, 20 13, through May 31, 2014, Station Two operating
budget, it will become the basis for monthly payments made by the City to Big Rivers for
the City’s Station Two cost-share during such year, peyable on or before the 20% of each
month. Please note the attached letter dated June 7, 2013, from Bob Berry, Chief
Operating Officer, to Wayne Thompson, regarding Big Rivers exception related to MISO
administration fees. ) .

Please direct any questions you may have regarding any element of this proposed budgst
to me

Sincerely,

(ki S

Billie J. Richert, CPA, CITP
Vice President Accounting, Rates, and CFO
Big Rivers Electric Corporation

Enclosure,

c: I\&arkBailey
BobBemry - S .

e o T ST e - Yeur Tauch Enmg CO ive m



i e 201 Third Sireat
v P.O. Box 24

B k~:_...f
E} EW@E&S ’ Henderson, KY 42419-0024
270-827-2581
ELECTRIC CORPORATION : www.bigrivers.cor

June 7, 2013

Wayn

Henderson Municipal Power & Light
100 5" Street

Henderson, KY 42420 -

. DearWayne:

Thank you for taking the time to meet with Big Rivers onMay 17, 2013, to attempt to resolve fhe
issties regarding the 2013 — 2014 Station Il fiscal budget. As you know, HMP&L has requestsg
Big Rivers fo defer certain mainfenance projects at Stafion Il based on its dfsagreement of
certain ifems that were submitted by Big Rivers in the 2013 — 2014 fiscal budget HMP&L hes
also derded the approval of the 2013 — 2014 fiscal budget due to the MISO adminisiration fees:

included in the budget. .

Subsequert fo the May 17, 2013, mesting, Big Rivers conceded or provided the reguesied
inforraion 1o resolve all of the budget items with the excepiion of the MISO administrafion fees.
in the spirit of cooperation, please find attached the revised HMP&L Station If budgst which
reflects all of your requested changes including the removal of the MISC administration fees.

Although Big Rivers has agreed to remove fram the proposed Annual Budget the MISO cost
ihoutred by Big Rivers iri connecfion with its operatior and maintenance of Station Two in
compliahce with applicable regulatory and legal standards, Big Rivers reserves and does not
Waive its right to demand recovery of the City's share of those cost from HMP&L and the City.
We are hopaful this will resolve the issues with the Annual Budget and HMP&L will approve the
. revised 2013 — 2014 fiscal budget. Please contact me if you have any addifional quesfions.

Sincerely,

%@‘méﬁy

Robert W, Berry ~
Chisf Operating Officer
Big Rivers Electric Corporation

‘Inm‘Tm;’n:m:E:m‘ prmm@



Gary Quick.

From: , Gary Quick

Sent: Thursday, January 03, 2013 10:59 AM

To: Sam H. I

Ce: I Grec; I vioinie'; [P Wayne-

Subject: Henderson Litigation

Good Morning Sam:

[ wanted to let you know that yesterday Big Rivers flled a motion to appeal the Circuit Court’s decision and the Arbitrator's
final award in the Excess Henderson Energy dispute. | will contact you in the near future.

Thanks, Gary



) Gary Quick

: 7 From: Gary Quick
Sent Friday, July 20. 2012 1:42 PM
To: . Sam H -
Ce: . W T G5 Virginia'
Subject: B Lettart
Aftachments: Letter to HMP&L 7-20-120001.pdf
Hi Sam:

wanted you and the staff at TEA to see the letter from Big Rivers concermng the Henderson Energy. | will be in contact
with you and ! wilf keep you informed.

Gary

From: Mark Bailey [maiito:Mark.Bailey@bigrivers.com]

Sent: Friday, July 20, 2012 12:58 PM

To: Ga uxck '

Sub;ed: FW: Letter
Sood Afternoon Gary,

I hope this message finds you well. Please find attached my response to your letter o me
dated July 13, 2012.

! Regards,
¢ Mark

: From: Paula

! Sent: Friday, July 20, 2012 12:54 PM
i To: Mark Balley

i Subject: Letter to HMPRL -

5 Attachéd is the letter to Gary Quick.

) Big Rivers Electric Corporation
P.O. Box 24
Henderson, KY 42419-0024

H
i -



201 Third Street

. P ' |
B]‘ Rl » erS ' Henderson. KY 42419-0024
270-827-2561

P.O. Box 24
ELECTRIC CORPORATION www bigrivers.com

July 20,2012
VIA E-MAIL AND FIRST CLASS MAIL

Mr. Gary Quick
Henderson Mumicipal Power & Light

100 Fifth Street

P.0O.Box 8
Henderson, Kentucky 42419-0008:

RE: Scheduling of Excess Henderson Energy

Dear Gary:

This responds to your letter of July 13, 2012, in which you propose a process for scheduling
“Excess Energy” from Station II utilizing — at Jeast initially — MISO Financial Schedules. While
Big Rivers appreciates your providing a written response to Mr. Greene’s June 28, 2012, letter,
Big Rivers cannot and does not agree with your scheduling proposal.

As you now know, Big Rivers has initiated vacatur proceedings with the Henderson Circuit
Court, seeking an order vacating the award upon which HMPL purpots to be relying in making
its July 13 proposal. If is Big Rivers’ position that the arbitration award is defective on a number
of levels, and we think it unwise to use it as a basis for developing a scheduling approach that
contradicts the terms of the Power Sales Agreement.

Even without the Motion to Vacate, Big Rivers disagrees with the process you have proposed.
Your proposal is inconsistent with the Panel’s award on numerous levels. For example, you
have proposed use of a MISO process, even though Mr. Pemberton’s concurrence expressty
questioned the applicability of MISO in the award, Similasrly, you have proposed a purely
financial process, but we believe the award contemplates only physical bilateral fransactions.
We also do not believe that the FinSched process yon propose meets the “firm™ and “bona fide”
offer requirements of the award, and have concluded that 1t would require contract amendments
or a new contract between the parties, which are not required by the Power Sales Agreement or
the arbitration award. Additionally, you have defined Excess Energy as the difference between
HMPL’s annual capacity reservation and hourly forecasted load, but both the Contract and the
award define Excess Energy as the difference between HMPL’s capacity reservation and actaal
load. ' '

Moreover, while you have offered some detail with your proposal, it still fails to address a host

of important questions that must be resolved before any scheduling could be put into practice.
The issues that remain open include, but are not limited to: (1) the characteristics of a “firm™ and

Your Touchstone Energy” Cooperative @



Mr. Gary Quick
July-20, 2012
Page Two

“bonafide™ third-party offer that Henderson believes Big Rivers would be obligated to match
under the Award; (2) Big Rivers® backup obligations for the proposed transactions; (3) how
settlement will be handled between Big Rivers and Henderson for third-party sales, and how
settlement will be affected in the event Excess Energy is unavailable from Station II to cover a
sale, either due to an outage or derate of Station II or Henderson's under-estimation of ifs native
load needs in a given hour; (4) Big Rivers’ remedies in the event Big Rivers agrees to purchase
the Excess Energy and that Excess Energy is not available from Station II; (5) the form of
confirmation or verification Henderson would provide Big Rivers so it can verify the terms of
third party offer; (6) how transmission and congestion-related charges will be handled; and. )]
how MISO administrative and other expenses will be handled. Each would need to be fully
- considered and addressed. '

Your letter referenced an intention to begin the proposed MISO financial transactions as early as
July 23, 2012. For the reasons articulated, we believe such transactions would be entirely

.

inappropriate at this time. . :

Sincerely,

Mark Bailey

President and CEO

Big Rivers Electric Corporation

c Scotlt\F
Jim vitller
T G



Gary Quick

“rom: Gary Quick -+~

sent: Friday, July 13, 2012 10:18 AM

To: h ifey’ : ) ’

Ce: Greg’; IS -ncai Redding

Subject: Scheduling Henderson's Energy

Attachments: BREC LETTER 7-13-12.pdf

Good Morning Mark: _

Altached is a letter that Scott requested from Henderson. We will also send you the original letter by US Mail and

it shouid go out later today.
1 hope everything Is going well for you.

Gary

: * This e-mail transmission, Including any atfachments, Is confidential fand may be privileged) and is intended solsly for the use of the individual(s) or entity to whom

it is addressed. Any unauthorized review, use, distribution, forwarding, copying or disclosure fo or by any ofher person is prohibited. If you have received this e-
mail in error, please nofffy the sender by reply e-mail and destroy all copies of the original message and do niot store, orcopy this email or any aftachments on eny
medium. Finally, computer viruses can be fransmitted via e-mail. The recipient shouid check this e-mall and any attachments for the presence of viruses. HMPEL
accepts no liability for eny damage cavsed by any virus or other hanmtul program fransmitted by this e-mail.
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July 13,2012

Mr, Mark Bailey

" President

Big Rivers Electric Corporation
201 Third Street '
Henderson, KY 42420

Dear Mark:

In response to Scott Greene's letter dated June 28, 2012, Henderson (“HMPL”) offers the
following process to begin scheduling our Excess Energy from our Henderson Station Two
Facility (CP node BREC.HMP2). Initially, HMPL will pursue day-ahead sales of its Excess
Energy using MISO Financial Schedules (“FinSched”). Over ime HMPL may change its
process for selling its Excess Energy, but currently HMPL will use the process described herein.
To achieve this, HMPL proposes the attached MISO Contract defining terms with which
Henderson and Big Rivers Electric Corporation (BREC) could use to create MISO FinScheds for
energy. Our expectation is that this process would begin on or shortly after July 23, 2012, and
could be a daily exercise, performed on business days before the next day, weekend, and NERC
holiday schedules (“Day-ahead Schedules™). In order to begin this MISO FinSched process, the
first step would be for BREC, as Market Participant for Henderson Station Two, to approve the
attached underlying MISO Contract. The proposed MISO Contract for FinScheds would not
change BREC’s current scheduling process for Henderson’s native load and resources under the
carve out status.. The FinSched would involve the scheduling of Excess Energy between
Henderson’s native load and its Annual Reserved Capacity.

HMPL proposes that the following processes be executed by our respective scheduling agents.

o The amount of HMPL's available hourly Excess Energy will be based on its Annual
Reserved Capacity minus its hourly forecasted loads. From the resulting amount of
energy, HMPL will develop an hourly schedule of Excess Energy that it desires to offer
for third party sales. :

e Firm third party bids to purchase HMPL'’s desired sale schedule, with pricing, will be
provided to BREC no Jater than 8:00 a.m. EPT on the business day before the transaction.

_ s BREC will provide HMPL notice of its intent to accept or reject the purchase no later

than 10:30 am. EPT on the business day before the transaction. BREC’s failure to

* respond by 10:30 a.m. EPT will be an assumed rejection of the purchase. An accepted

transaction by BREC must match the firm third party purchaser’s hourly megawatt hours
scheduled and prices.

100 FIFTH STREET P.O.BOX8 HENDERSON, KENTUCKY 42418-0008 (270) 826-2726 FAX (270) 826-9650
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As opportunities for physical bilateral transactions occur, HMPL’s scheduling agent will manage
the acquisition of the necessary transmission services, tagging, and will be respohsible for
managing real-time changes. Please let me know who we should contact at Big Rivers to begin
the process of scheduling our Excess Energy.

Sincerely,

2

Gary Quick ;

Enclosure
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Contract Name
Buyer Name
Sefler Name
Hfective Start (E5T)
Effective End (EST) ..
Source Location
Sink L ocation
Defivery Point
Confract Type
Schedule Approval
Sattlement Market
Congestion Losses
Buyer Comments
Seller Comments
Contract Approval {EST)
RSG Deviation Confract

BRPS-HMPL DA @ BREC HMP2

HMPL

BRS _
07/01/2012
1/1/2013
BREC.HMP2
BREC.HIMP2
BREC.HMP2
PureFinancial

CounterpartyApproval

DavAhead

[BuePas
.

null '
Not Approved

false
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- Direct:
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June 28, 2012

VIA ELECTRONIC AND U.S, MATL

Re: Bjg Rimers Electric Corporation v City of Henderson; Kewtueky and Ciiy of Hernderson Utility
* Commission dba Henderson Manicipat Power and Light
Case No. 52-198-600173-10 '

Dear Greg;

This will acknowledge teceipt of your letter dated June 26, 2012, Pursuant to your
tequest, we will respond to that letter on or before July 13, 2012,

In the meantime, on behalf of Big Rivers, I ask that your client provide us with your
proposed plan to itnplement the arbitration decision. Kendal Bryan testified thet his
interpretation of Section 3.8(d), which the Panel seemingly adopted, would
necessitate anothet agtesment between the parties fo set out the specific terms,
conditions, rights and responsibilities of the parties. Please provide us with
Hendcrson's proposal on these matters, including, among othet things, the method
for determining available Excess Hendetson Enegy to offer to thitd parties,
Headesson’s definition of a *fitm" ot "bonafide” offer as used by the Panel, the time
frame for comnmunicating a firm/bonafide offer to Big Rivets, the time Big Rivets
shall have to accept ot teject the offet, the arrangements for transmission and NERC
tagging, responsibilities of each patty in case of changes in the quantity of Excess
Henderson Energy aftet a sale has been made and any other agreement detail
Henderson believes to be approptiate,

We look forward to receipt of Hendetson's proposal and ask that you provide it by
July 13,2012 '

Vety truly youts,
4
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April 6,2011

M. Bill Blackburn

Senior Vice President Financial & Energy Services & CFO
Big Rivers Elgctric Corporation

201 Third Strest

Henderson, KY 42419-0024

Dear Bill:

We received your April 5 letter concerning your interpretation of Henderson's costractual rights to
schedule and take its Station Two reserved capacity and energy. Big Rivers is well aware of
Henderson®s position. . As clearly noted in my March 18 letter to you, Henderson will hold Big Rivers
financially liable for the illegel taking of Henderson's property by its refusal to allow Henderson fo
schedule and teke its Station Two resources.

Sincerely,
Gary Qui
eneral Manager

= oo [N

100 EIFTH 8TREET P.O.BOX8 HENDERSON, KENTUCKY 42419-0008 (270) 8262725 FAX (270) 826-3650
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S 1%/ Henderson, KY 42419-0024
.-"’ AW g% GT S 270-827-2561
ELECTRIC CORPORATION . : www.bigrives.com
April 5, 2011
M. Gary Quick /
General Manager
Henderson Municipal Power & Light
P.0.Box 8

Henderson, KY 42419-0008
Dear Gary:

In response to your letter dated March 18, 2011, we absolutely disagree with your statement that
Big Rivers is refusing to altow the City of Henderson (the “City”) to sehedule its Station Two.
resources. ‘We-do not believe that the 1970 Power Sales Contract between Big Rivers and the
City, as aménded, allows the Cify te schedule “Excess Henderson Energy” (as that term is
defined in the Power Sales Confract). -

As you know, Big Rivers and the City are engaged in an arbitration proceeding to resolve the
City’s claim that the Power Sales Confract permits the City to sell Excess Henderson Enefgy to
third paities without providing Big Rivers with a right of first refusal to purchase that energy at
W per MWh, Xt is Big Rivers® position that any suchrsaleto a third party would be wrengful
and constitate a breach of the Power Sales Centract. Big Rivers has an unqualified first right,
pursuant to the Pawer Sales Contract, te purchase Excess Henderson Energy from the City or the
City Utility Comtmission for S8l per MWh (with Big Rivers responsible for other costs as
contemplated in the Power Sales Contract), and Big Rivers desires to exercise that right and
purchase that energy. :

Please note that your letter dated February 10, 2011 did not schedule any energy. Instead, that
Ietter asked-Big Rivers to assist the City and The Energy Authority with the creation of financial
schedules (“Finscheds™) for the Midwest ISO Market Portal. The letter specifically states that

the City wants 4o “begin [a] MISO Finsched process” and asks Big Rivers to “please inform your

staff or scheduling agent and let us know their reaction to using the propesed MISO Finsched
process.” We are not aware ef any provision in the Power Sales Contract, er any ether contract
between Big Rivers and the City, that obligates Big Rivers o advise about or participate ina
MISO Finsched proeess with the City and The Enegy Authority. In eur letter dated March 17,
2011, we requested that you identify in writing the specific contractual provision(s) that you
believe create such an obligation, Your reply letter of March 18, 2011 ignored that request. We
ask again that you cite us to the portions of the contraet that you believe obligate Big Rivers to
participate with the City in its proposed MISO Finsched process.

Your Touchstane Enerpy* Cooperative @;}(

12
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Mr. Gary Quick
April 5, 2011
Page Two

Finally, F am the person at Big Rivers whom you should contact about any scheduling matters.

Sincerely yours,

C. William Blackburmn .
Senior Vice President

Financial & Energy Services.& CFO

Big Rivers Electric Corporation

c Mr. Mark Bailey
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March 18,2011 -

Mr. Bill Blackburm |
Senior Vice President Financial & Energy Services & CFO

Big Rivers Electric Corporation
201 Third Street '
Henderson, KY 42419-0024

Dear Bill:

Thank you for your March 17 letter concerning the scheduling of Henderson’s Station Two reserved
capacity and energy. We were surprised and disappointed to learn that Big Rivers is refusing to allow

the City to schedule its Station Two resources.

Big Rivers’ position is contrary to the language and Henderson’s rights set forth in the Station Two
Contracts. Henderson has the contractnal right to schedule and take its reserved capacity and energy and

. Big Rivers has a contractual duty under the existing provisions of the contracts to comply with the

schedules Henderson provides to Big Rivers.

As stated in your letter, Big Rivers has elected o litigate the dispute concerning Excess Henderson
Energy not scheduled or taken by City. Clearly, Henderson’s February 10 letter and the subsequent
telephone conference on March 9 were not about Henderson’s energy not scheduled or taken by City.

As the owner of Station Two, Henderson is hereby formally instructing Big Rivers to immediately
identify an individual or organization Henderson should contact to begiwscheduiing Henderson's Station
Two resources. Big Rivers’ refusal to allow Henderson to schedule its reserved capacity and energy is a
veiled illegal taking of Henderson’s property and, therefore, Henderson is financially damaged and the
damages will be ongoing in the future, Please accept this letier as formal notice fo Big Rivers of
Henderson’s infent to fully recover all of its damages from the date of this notice related to your refusal
to allow Henderson to schedule its reserved Station Two resources. :

Sincerely,

Q)

Gary Qui
General er

cc: Wayne Thompson



201 Third Street

_ P.O.Box.24 -
}-g AY/AY : Henderson, KY 42419-0024
> B B : 270-827-2561
ELECTRIC CORPORATION www bigrivers.com
March 17, 2011
" Mr. Gary Quick
General Manager
Henderson Municipal Power & Light
P.O.Box 8
Hendersoh, KY 42420
Dear Gary:

I am writing in regard to your letter of Febmary 10, 2011 and March 9, 2011 follow-up telephone
conference among representatives of Big Rivers Electric Corperation (“Big Rivers”), Henderson
Municipal Power & Light (“HMPL”), and The Energy Authority (“TEA”). As I understand if, the
purpose of the February 10 letter and March 19 teleconference was to inform Big Rivers of HMPL’s
desire for TEA to assist HMPL in selling the energy output associated with HMPL's capacity reservation
from Station H into the Midwest ISO market, and to request Big Rivers’ consent and cooperation in
facihfaung those efforts. Your February 10 letter asks that Big Rivers “let [you] know [ifs] reaction to
using the propesed Finsched process.”

Big Rivers cannat consent or otherwise agree to the arrangement you have proposed. As you are well
aware, Big Rivers and HMPL are etrrently in arbitration before a AAA panel concerning this very issue —
i.e., whether HMPL has the right vnder the Power Sales Contract, as amended, to market and sell energy
associated with dts -capacity reservation that is in excess of the hour-to-hour needs of the City of
Hendersorr anid jts inhabitarits, without first giving Big Rivers the opportunity to purchase such encrgy at
the contractually-specified price of SJIWMWh (with Big Rivers providing fuel and other variable costs).
Big Rivers has consistently and vigorously denied that HMPL possesses any such right under the terms of
the Power Sales Contract. The primary relief sought by Big Rivers in the pending arbitration is an award
declaring that HMPL has no right to sell energy associated with its capacity reservation fo third parties
without first making that energy available to Big Rivers at S Wh, as expressly provided in Section
3.8 of the parlies’ Power Sales Contract. For Big Rivers to agree to the process you now propose would
be tantamount to surrendering the very issue we:are currently litigating. Big Rivers cannot agree to that.

Big Rivers has reviewed the Power Sales Contract, and is aware of no provision in that agreement (or amy
other agreement between Big Rivers and HMPLY that would obligate Big Rivers to assist or consent to the
type of arratigement you have proposed. Indeed, any such arrangement would be in direct contravention
of the express terms of the Power Sales Contract. If you disagres, I would ask that you please identify, in
writing, the contractual provisions that you contend impose such an obligation on Big Rivers.

Sinéerely'yours,

C. Williain Blackburn

Seniot Vice Presiderit

Financial & Energy Services & CFO
Big Rivers Electric Corporation

¢ Mr, Mark Bailey

= 3 22
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February 1. 2011

" Mr. Mark Bailey
President & CEO
Big Rivers Electric Corporation
26t Third Street
Henderson; KY 42419-0024

Dear Mark:

["m sure-vou recall our prior discussions concerning Henderson's reservation of capacily and energy at
Statian Two and Henderson's interest in retaining the services of The Energy Authority. We have
concluded our preliminary dxscusszons with The Energy Authority and both parties are now ready to

move forward.

In an-effort to begin the process of The Energy Authority scheduling Henderson’s energy from Statien
. Two [CP node BREC.HMP2]. we are proposing to use the attached MISO Financial Contract form
" which was copied from the MISO website Market Portal. We believe the attached form provides the
informatfon and terms Big Rivers and Henderson will need in order to create the MISO Financial

Schedules [Finscheds] for Henderson.

Based upon our past discussions with The Energy Authiosity and MISO, we anticipate the
communications between Big Rivers, Henderson, The Energy Autherity. and Bto Rivers® scheduling

agent will be corducted by 08:00 EST each day,

Ta begin the MISO Finsched process, we are tequesting that you please inform your staff or scheduling - -
agent and Jet us know their reaction to using the proposed MISO Finsched process. Also, we need o
know the name of the person at Big Rivers or perhaps a represeritative of your scheduling agent who, The
Energy Anthority will need to contact in order to begin the Finsched process. We understand the MISO
Finscheds will not change the current process of Big Rivers reporting to MISO under the carve out status

for Henderson.

Please let us know how yeu want to move ferward and in advance, thank you.

Sincarely,

Gary Quii-
General Manager

The Energy Authority

e —— ) ——— —— e Ll e el LTI
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Wayne Thompson

From: Gary Quick
?ent: . Wday, Oclober 22, 2010 4:18 PM .
o - iam Sam HIENE
Ce: . "Wark Bailey’, , cheryl A NN
@midwesfiso.org’y Wayam
Subject: enderson Municipal Power & Light - Siation | wo Generation Faciifies

Good Aftemeon:

“Thank you for taking the fime to visitwith us. Please accept this emall as formal authorization for The Energy Anthority fo
represeit Hendérson Musiicipal Power & Light in discussions with the Midwest ISO and the Big Rivers Eleclic
Corporation regarding MISO membership, market participation, and regisirafion of the Heriderson Siafion Two Generation

Fatiifies.
CP:!:ase note that | have sent copies of this authorizafion to representafives of the Midwest 1SO and the Big Rivers Eleckic
orporation. '

Thank you, Gary . -
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* September 30, 2010

' Mr. Mark Bailey

Big Riveis Electric Corporation
PO Box 24 :
Henderson, KY 42419-0024

REF: MISO Registration — Big Rivers
PSC Case No. 2010-00043

- Dear Mark:

Thank you for your September 27 email (copy aftached) concerning the pending MISO
registration for Big Rivers. Since receiving your September 22 letter (copy attached)
concerning the MISO registration a couple of events have taken place, Henderson has held
discussions with The Energy Anthority (TEA) which is located in Jacksonville, Florida, and
this past Monday, Henderson and TEA participated in a conference call with representatives

of MISO.

Based upon the statements made by MISO representatives during the conference call, itis
Henderson’s understanding that an officer of Big Rivers has certified to MISO that Big Rivers

has the authority or right to register all of the capacity and related energy of Henderson

Station Two under Big Rivers’ name. Big Rivers has apparently also certified that it has the
authority or right to act as the MISO Market Participant for Henderson’s annval reserved -
capacity and related energy. As the asset owner, Henderson is not aware of any existing

verbal or writien anthorizations that allow Big Rivers to register Henderson Station Two,

which apparently included Henderson’s annnal reserved capacity and related energy, with

MISO. Also, Henderson has not authorized Big Rivers to act as a MISO Market Participant

for Henderson. Henderson is not aware of any ekisting documents between Henderson and

Big Rivers that grant Big Rivers the authority to register Station Two with MISO without the
written consent from Henderson, As we explained to Big Rivers and MISO, since our first .
mesting with you on April 12 concerning the possibility of Big Rivers joining MISO,

Henderson has considered becoming a Market Participant or retaining a third party fo act as

our Market Participant. Henderson has lso indicated an interest in registering Station Two

with MISO since that was one of the options MISO presented to Henderson. .
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As the owner of Station Two, Henderson does not agiee with or approve the Big Rivers
proposed MISO registration filing for Station Two and we do not agree with Big Rivers’
proposal o act as Market Participant for Henderson’s reserved capacity and related energy.
We snggest that Big Rivers and MISO correct the proposed Big Rivers’ pending registration
filing conicerning Henderson’s Station Two and Big RIVBI’S proposed market participatior to

represent Henderson.
Sincerely,

Gary Qui

General Manager

. cC: Mr Ray - MISO

Ms, Chery! I 1150
Mr. Kevin NI MISO
Mr. Sam I TEA
M. Bill I TEA

Mr. Jeff R NP SC
Mr. Wayne R FVIP &L

Attachments: '

1) May 27, 2010 email to Cheryl A. _

2) September 22, 2010 Mark Bailey Letter

3) September 23, 2010 email to Cheryl A. I

4) Septerber 24, 2010 & September 27, 2010 emails G. Quick and M. Baley



_Good Morming Mark:

Gary Quick

o . o Page 1 of3

From: Mark Bailey [Mark.Bailey@bigrivers.com]
Sent:. © Monday, September 27, 2010 8:14 PM

To: Gary Quick
Ce: cI @ midwestiso.org

Subject: RE: BREC Letfer
Hello Gary:

You asked in the following e-mail message of September 24, 2010, how Big Rivers submitted
the Station Two capacity and related energy. Big Rivers, as Market

the registration request for
Parficipant, has submitted to Midwest ISO registration forms for Station Two Unit 1 (153 MW)

and Uit 2 (159 MW). The EMP&L load is registered as a part of Big Rivers’ load. This was
accomplished on or about September 15, 2010, as required by Midwest ISO to assure integration
of Big Rivers info Midwest ISO by December 1, 2010, prior to expiration on December 31,
2010, of Midwest ISO Attachment RR Contingency Reserve service to Big Rivers for all
generators operated by it. AsInoted inmy letter of September 22, 2010, this registration will
have no negative impact on Big Rivers’ performance of ifs contractual obligations mder its
agreements with the City of Henderson regarding Station Two. Please let me know if we may

provide you further, information.
Mark

From: Gary Quick [mailto:gquick@hmpl.net]
Sent: Friday, September 24, 2010 11:46 AM

To: Mark Balle:
g e, SR vor S

Subject: FW: BREC Letter

Al

1 plan to respond fo your September 22 leffer conceming MISO, but after | received yourletierfhad
several questions for MISO. Below is an emall from Cheryl and she responded to some of my quesfions.
However, please note her comment below concaming my questions about the registration of Stafion Two
capacity and related energy. Cheryl suggested that | contact yov; can you let me know how Big Rivers
Two capacily and related energy? Aswe discussed with

submitted the registrafion request for the Station
you and-your staff, if HMP&L parlicipates in MISO we will register our annual reserved capacily and

related energy. We assume Big Rivers has registered fis annual allocated capacily and related energy.
We have a mesting foday with TEA and I'm sure they wiit need fo have this information as they go

forward as HMP&L's Markst Parficipant,

 in advance, thanks for your help. Gary

From: Cheryl A. Bredenbeck [mailto:chredenbeck@midwestiso.org]
Sent: Friday, September 24, 2010 10:22AM

To: Gary Quick :
Ce: Wayne i 'S=m H. [l Rendelt Redding; [ Greg ;] Virginia; Mark Bafley’

Subject: RE: BREC Letter



Jintentions in the event Big Rivers Electric Cooperation

Hi Gary,

1 do have a copy of your referencad May 27th e-mail, As you recall at the time of those April to May
discussions, Big Rivers was preparing for a September 1 integration (that was later postponed) and the timeline
for Market Participants to register assets located in the Balancing Authority was June 15th, two and one-half
months before the Initial planned Big Rivers Integration. The postponed integration date is now December 1
with the corresponding deadline for Market Participants (new and existing) to register assets felling the same
two and one-half months before, or September 15. If you look at the materials Midwest ISO provided and
reviewed in our visit to your offices back on April 27”', Slide 27 of those materials contains the registration

_ process and due dates for Market Participant registration materials to be submitted,

In order for a Big Rivers Balancing Authority to join the Midwest 1SO market all generation and load must be
registered by Market Participants. Each Market Participant submits asset registration forms and becomes
financielly responsible for the assets it registers. As you recognize In your message below, under the Midwest

1SO process the only way assets can be registered Is by a Market Participant. On September 15 Midwest I1SO

only received the registration from an existing Market Participant— namely Big Rivers. Your May z7M a-mail
confirmed that you were agreeable to Big Rivers registering the City's assets. Therefore, we have processed the -

Big Rivers September 151 Registration accordingly.

As we discussed batk in April, the City-of Henderson, as an asset owner, can certainly register once you've met
the requirements of a Market Participant or elect to have a different Market Participant reglster these assets on
your behalf in a future modeling cycle. The timing of the registration needs to be compliant with the attached
Midwest 1SO model deadlines presentation. These deadlines are also posted on our website. We would be
happy to assist you in better understanding that Market Participant and asset registration process if you would

like,

" With regard to specific questions as to how the capacity and energy was registered you would need to contact

Mr. Bailey at Big Rivers.
Sincerely,

Cheryl

From: Gary Quick [mailto:gquick@hmpl.nefj
Sent: Thursday, September 23, 2010 12:54 PM

Tos Cheryl A !
cc: Wayne [ 'Sz H- : Randall Redding; , Greg; - Virginia; Mark Batley’
Subject: BREC Lelier - - .

Good Moming Cheryt:
On May 27 of this year | sent you an emall at 8:10pm conceming Henderson Municipal Power and Light's

became a member of MISO. Henderson has alse held

MISO staff, and Big Rivers concerning fhie various options available to Henderson

several mesfings with you,
in MISO. Our posifion conceming parficipation in MISO has not

related to how Henderson could pariicipate
changed sincs our fast communicafion.

ailey at Big Rivers concerning the Henderson Stafion Two
he Henderson units. As sfated in

Aftached is a Ietter | received this moming from Mr. B
behalfof the

generation units. Henderson needs to know how MISO Is planning to register {
the aftached Istter, Big Rivers informed us this moming that itwill act as the Market Participant on
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g;‘tly of Henderson, which is not consistent with our position and what we have clearly stated fo MISO and Big
ers.

Before we respond fo Big Rivers, we need fo know what MISO and Big Rivers have done, if anything, regarding
the Henderson Station Two capaclty, energy, and Market Parficipation. As we explained fo MISO and Big Rivers,
Henderson has always intended to register its annual reserved capaaity and the related energy. Furthermore, we
also informed MISO and Big Rivers that Henderson was considering two opfions regarding future Market
Participation; first, Henderson would request MISQO's approval to become a Market Participant or second,
Henderson would retafn an exisfing external Market Parficipant fo represent Henderson.

Please let me know the details of how Big Rivers is requesting fo join MISO regarding the registration of
Henderson's Station Two units and the Market Parficipant responsibififies.

In advance, thank you. Gary

Thls e-mall treammisslon, lucluding any attackments, is confidential fazd may be privileged) and is Infend: A solely for the vse of the individnalls) or eatios fo whom it
Is addressed. Ay enouthorized revies, use, distribution, forwarding, copying or disclasure fo o & any other persen is prokiGited, ifyon have received this e-mail in
ervor, please rotlfy the sender by reply e-mall avd destroy all capies of the eriginal nessage and do not siere, or copp ks emall or aay attachmenis ananp mediom,
Finally, computer viruses can be trauswilted via e-mail, The recipient shanld check this e-mail and anp attackments for the presence of viruses. HMP&L avcepts no

liabitity for anp damage cavsed by eny virs or other harniful program traansmitted by this e-malf,




Gary Quick

-Please let me know the detafls of how Big Rivers is

From: Gary Quick

_%2:12: &u;sw??, Seﬁmbar 23, 2010 12:54 PM - .

Ge: ‘é\;?g}e_ 'Sam H. JJJjj§ Randal Redding; - Greg‘;- Vi.rginia‘. "Mark
Subject: BREC Lefter .

Attachments: . " BREGC LTR 8-22.pdf

Good Moming 'Cheryi:

On May 27 of this year | sent you an email-at 5:10pm conceming Henderson Municipal Power end Light's intentions in the
event Big Rivers Eleciric Goaperation hecame a member of MISO. Henderson has also held several mesiings with you,
MISO staif, and Big Rivers conceming the various options available fo Henderson related fo how Henderson could
parficipate in MISC. Our posifion conceming participafion in MISO has not changed since our last communication.

Afiached is a letter | received Hhis morning from Mr. Balley at Big Rivers concerning
units. Henderson needs fo know how MISO is planning fo register the Henderson u
Big Rivers informed us this moming thaf it will actas the Market Parficipant on pehalf of the
not consistent with our posifion and what we have clearly stated fo MISO and Big Rivers,

we need fo know what MISO and Big Rivers have done, if anything, regarding the
Blg Rivers, Henderson

the Henderson Station Two generafion
nits. As ctated in ihe attached letier,
City of Henderson, which is

Before we respond 1o Big Rivers,

Henderson Station Two capacity, energy, and Market Parficipation. As we explained to MISO and

has always ntended fo register its annual reserved capaciy and the related energy. Furihermore, we also informed MISO
and Big Rivers that Henderson was considering two opfions regarding future Market Participation; first, Henderson would

request MISO's approval fo become 3 Market Parficipant or second, Henderson wo!

Parficipant fo represent Henderson. i
requesiing o join MISO regarding fhe registration of Henderson's

Station Two units and the Markst Participant responsibiliiies.

In advance, thank you. Gary ”

This e-mall fransmission, Includlng any alfachments, is confidental {nd may be privileged) and s Intended solely for the use of e Im_ﬂvxﬂaa!{s) or
entity o whom itls addressed, Any uneuthorized review, use, distribution, forwarding, Gapyving or :_ilsclosme {o or by any ofher personis prohibited. IF
you fave received fiis e-mil In enor; please nobify the sander by reply e-mall and destroy all copres of & 7

this email or any altachmeals on any ‘median, Finally, computer viuses can be transmitied via e-mall. Tue reciplent shouid check this e-mall and any
fs no fiahiliEy for any demage catsed by any virus or olhier harmiul program transpiitiad by tis

attachments for the presence of viruses. HuPEL accepl

~-mail,

uld retain an exisfing external Markef -

eoﬁgina!massagaanddannts!me, or copy *



201 Third Sireet
P.0. Box24

Big RW@?@ ’ iz
www.bigrivers.cam

ELECTRIC CORPORATION

September 22, 2010

M. Gary Quick

General Manager

Henderson Mimicipal Power & L!ght
P.O.Box 8

Henderson, K'Y 42419-0008

Dear Gary:

As you may know, Big Rivers® hearing before the Public Service Commission in its case seeking
anthority to transfer functional confrol of its fransmission system to Midwest Independent
Transmission System Operator, Inc, (“Midwest ISO™) concluded September 15, 2010. In order
to implement Big Rivers' scheduled December 1, 2010, infegration into the Midwest ISO, Big
Rivers submitted Commercial Model data to the Midwest ISO on September 15, 2010, and on
September 22, 2010, submitted two reguired certifications regarding the registration of the
Station Two generation asset and the City of Henderson Joad, Pursuant to those submissions,
Big Rivers will act as the Market Participant on behalf of the City of Henderson load and Station
Two. This designation will have no impact on Big Rivers’ performance of its contractual
obligations under its agreements with the City of Henderson regarding Station Two. Please let
me know if you have any questions, or if we can provide you firther information.

Sincerely yours,
PPl e 7

Mark A. Bailey
President and CEO
Big Rivers Eleciric Corporatlon

§ prst-contumar racycled paper
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 Gary Quick

From: Gary Quick
Senf:  Thursday, May 27, 2010 5:10 PM

To: cherny! A NEGNGNGN

Ce: Wayne
Subject; RE: Big Rivers to register Henderson Question

Hi-Cheryl: -

Yes, we falked with Mark Balley yesterday motning at 8:00 am af the Big Rivers Office Building. We informed
Mark and his staff that Henderson was agresable o Big Rivers registering Henderson'’s 105 MW (as of June 1)

and Big Rivers 207 MW ssnarately rather than merely registering the 312 MW, You will need fo visit with Mark,

but I did not get the imprssion the separate registration was a problem for Big Rivers. We also informed Mark
and his staff that Henderson was visiting with TEA fo represent Henderson in the near fulure, Does this provide

you with the information you need??

Thanks, Gary

From: Cheryl A—[maﬂto:P@midwesﬁsn.org]
Sent: Thuisday, May 27, 2010 4:31 P :
To: Gaty Quick :

Cc: Wayne

Subject: Big Rivers fo register Henderson Question

Gary,

Thank you for meeting us again last week, {am writing to ask if you had a chance to leave a message for Mark
Bailey of Big Rivers informing them that you are fine with Big Rivers registering Henrderson assets for this first

modeling registration cycle?

. Have a great memorial weekend!

Regards,
Cheryl
Chery I

Director, Transmission Services
Midwest ISO




HENDERS DN ERICICAL PO ER S Gh

May 25, 2010

Via Regular Mail
M. Sam H. [N

The Energy Authority
301 West Bay Street, Suite 2600
Jacksonville, FI. 32202

Re:  TEA Risk Advisor Risk Management Services Agreement
Amendment #1

Dear Mr-

Enclosed, per your request, are two signed originals of the TEA Risk Advisor Risk Management
Services Agreement Amendment #1 for execntion. Please retm one fully execmted original for our

. records.

Sincerely,



