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Please state your name, position and business address.

My name is Kent W. Blake. | am the Chief Financial Officer of Kentucky Utilities
Company (“KU”) and Louisville Gas and Electric Company (“LG&E”) (collectively,
“Companies”), and an employee of LG&E and KU Services Company, which
provides services to LG&E and KU. My business address is 220 West Main Street,
Louisville, Kentucky 40202.

What is the purpose of your rebuttal testimony?

The purpose of my testimony is to rebut intervenor testimony on the issues of: (1)
use of a forward-looking test year; (2) incentive compensation; (3) “slippage” on
capital expenditures; and (4) workforce headcount issues.

Forward-Looking Test Year Considerations

Do you have any comments on KIUC witness Mr. Kollen’s contention that the
Companies’ use of a forward-looking test period requires the Commission to
review the Companies’ proposals in this case with “healthy skepticism” and that
utilities using a forward-looking test period are incentivized to “overstate” their
costs??

Yes. We take this disappointing allegation very seriously and deny it emphatically.
The Commission has carefully evaluated the Companies’ applications in the past and
will no doubt do so again in the present cases, but it is inappropriate and unnecessary
to review these cases with any sort of additional skepticism, suspicion, cynical
criticism or any other sort of negative connotation. As demonstrated in great detail

by the Companies’ Applications, direct testimony, responses to data requests, and

1 See Mr. Kollen’s testimony filed on behalf of KIUC, pp. 5-6.
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rebuttal testimony, the Companies have carefully considered, analyzed and presented
each and every aspect and proposal in these base rate cases in a manner worthy of this
Commission’s unbiased review.

The General Assembly authorized utilities to file base rate cases based on a
forward-looking test period 25 years ago.? Since that time, the Commission has
gained an enormous amount of experience handling forward-looking test period cases
because most major utilities subject to the Commission’s jurisdiction file cases based
on forward-looking test years. There is no doubt that the Commission is fully capable
of assessing the reasonableness of the Companies’ evidence supporting their requests.

As attested by Mr. Staffieri pursuant to 807 KAR 5:001 Section 16 (7) (e) in
the Companies’ Applications in this case, the financial forecasts used in this case are
the same financial forecasts prepared for use by management of the Companies and
were made in good faith. In fact, those forecasts were prepared with the knowledge
that they would not only be used to set objectives and market expectations, but also
be used to support the Companies’ Applications to establish retail base rates in
Kentucky. The Companies have submitted extensive evidence showing not only their
estimated budgets for the test period, but detailed explanations and documents
supporting their business processes for developing the budget estimates. The
Companies have responded to nearly 5,200 requests for information, counting
subparts, from the Commission and intervening parties in this case on almost every

conceivable issue or topic raised by the Applications. There can be no legitimate

2 KRS 278.192 states, in part, “For purposes of justifying the reasonableness of a proposed general increase in
rates, the commission shall allow a utility to utilize . . . a forward-looking test period . . .”
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question raised about the motives of the Companies’ financial forecasts or the
financial forecasting processes with this kind of transparency.

Contrary to the unsupported suggestion by Mr. Kollen that the Companies’
proposals in this case are “overstated,” the detailed explanations of the Companies’
bottom-up approach to budgeting demonstrates the reasonableness of the estimates
and confirm that the core values of operating efficiently and controlling costs to the
extent practicable are embedded in our organization. And there is conclusive proof
that the Companies do not overstate financial projections to inflate rates. The
Companies’ 2014 rate cases were their first based on forward-looking test periods.
Thus, forward-looking looking information was filed in those cases for the forward-
looking test period upon which rates were set (which was July 1, 2015 to June 30,
2016), but we also filed the projected 2018 operating expenses. In the Companies’
2014 rate cases, the projected 2018 operating expense for the expense items over
which we have the most control, “Other Operating Expenses” and “Maintenance,”
totaled $498 million for KU® and $415 million for LG&E.*

Now, in the current cases, we have filed the Companies’ most current
projections which includes projected operating expenses for 2018. The combined
projected operating expenses for “Other Operating Expenses” and “Maintenance” for

2018 are actually lower than what we projected in our 2014 rate cases. For KU for

3 See Tab 61 to KU’s Application in Case No. 2014-00371 showing “Other Operating Expenses” for 2018 of
$347 million and “Maintenance” for 2018 of $151 million for a total of $498 million.
4 See Tab 61 to LG&E’s Application in Case No. 2014-00372 showing “Other Operating Expenses” for 2018 of
$301 million and “Maintenance” for 2018 of $114 million for a total of $415 million.
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2018, the projection is $480 million® (for a reduction of $18 million) and for LG&E
for 2018, the projection is $387 million® (for a reduction of $28 million).

Although “Other Operating Expenses” and “Maintenance” are the expense
items over which we have the most control and “Total Operating Expenses” includes
expense items such as fuel expense over which we have less control, a comparison of
projected Total Operating Expenses for 2018 tells the same expense reduction story.
In the Companies’ 2014 rate cases, the projected 2018 Total Operating Expenses for
KU was $1.678 billion.” Likewise, the projected 2018 Total Operating Expenses for
LG&E was $1.420 billion.® In the current cases, the projected 2018 Total Operating
Expense for KU is $1.545 billion® and the projected 2018 Total Operating Expense
for LG&E is $1.273 billion.*°

The forward-looking test period upon which rates will be set in this case is
July 1, 2017 to June 30, 2018, and the Companies have actually lowered their
projected operating expenses for the critical time period in question relative to the
projections made in the 2014 rate cases. Furthermore, that decrease has occurred
even with operating expense additions (that were not in the 2014 rate cases) that will
result from important customer service and reliability programs we now know are
needed such as our Distribution Automation and Automatic Metering System

proposals. Further proof of our hard work to control costs so that rates are kept as

5 See Tab 62 to KU’s Application in this case showing “Other Operating Expenses” for 2018 of $320 million
and “Maintenance” for 2018 of $160 million for a total of $480 million.

6 See Tab 62 to LG&E’s Application in this case showing “Other Operating Expenses” for 2018 of $270 million
and “Maintenance” for 2018 of $117 million for a total of $387 million.

7 See Tab 61 to KU’s Application in Case No. 2014-00371.

8 See Tab 61 to LG&E Application in Case No. 2014-00372.

% See Tab 62 to KU’s Application in this case.

10 See Tab 62 to LG&E Application in this case.
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low as possible is included in Exhibit KWB-1 to my direct testimony. That exhibit
summarizes the most recent electric utility operating cost benchmark study which
shows that LG&E and KU are below the industry average cost in all areas of the
comparison, and are in the top quartile in the areas of Generation, Transmission,
Distribution, and Customer Service.

Additionally, as explained in my direct testimony, our forecasts in the
Companies’ 2014 rate cases were very accurate when compared to the actual results
experienced and we have made some adjustments to our labor forecasting in an effort
to make our forecasting even more accurate.!*  All of this proves three things: (1) we
do not and have not overstated financial projections to inflate rates; (2) we have
worked very hard at cost control, which, as set forth below, is one of the objectives of
our incentive compensation program; and (3) there is no call for any bias or added
“skepticism” in reviewing these cases simply because they are based on forward-
looking test periods.

Team Incentive Award and Incentive Compensation

Please describe the Companies’ Team Incentive Award (“TIA”) Plan.

The TIA Plan is a long-standing “at risk” pay program®? in which a part of an
employee’s annual cash compensation is put at risk and objectives are established for
the employee. If certain performance results are achieved, a cash incentive award will

be earned. The actual amount of the award depends upon the achieved results.

11 See my direct testimony, pp. 13-14.

12 A copy of the TIA Plan was attached to AG 1-210 in Case No. 2016-00370 (KU) and AG 1-210 in Case No.
2016-00371 (LG&E) and is also attached hereto as Rebuttal Exhibit KWB-1. A copy of correspondence
provided to employees notifying them of the 2017 TIA measures and weightings is attached as Rebuttal Exhibit
KWB-2.
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The TIA Plan, which has been in place since the 1990s, was developed to
motivate, focus and direct employees toward the achievement of strategic goals and is
part of an overall corporate strategy to attract and retain skilled employees by
providing competitive financial awards that are commensurate with the employees’
talents, cooperation, and contribution. It is intended to motivate participants to
achieve higher levels of performance, communicate and focus on critical success
measures, reinforce desired behaviors, and bolster an employee ownership culture.

Q. Have you reviewed the intervenor testimony regarding the recoverability of

incentive compensation under the TIA Plan?

A. Yes. | reviewed Mr. Smith’s testimony filed on behalf of the AG in which he

recommends a 25% reduction in the amount of incentive compensation the
Companies have requested in these proceedings. The amount of Mr. Smith’s
proposed reduction is $2.605 million out of the $10.42 million KU has requested and
$2.717 million ($2.044 million for electric and $.673 million for gas) out of the
$10.867 million LG&E has requested.® | have also reviewed Mr. Pollock’s
testimony filed on behalf of the Kentucky League of Cities (“KLC”) in the KU case
and Louisville Metro in the LG&E case in which he recommends similar reductions
to incentive compensation expense.!*¥  No other intervenor has proposed a
disallowance of incentive compensation expense and although the AG, KLC, and

Louisville Metro propose only a partial disallowance, those proposals have no merit.

13 Smith Testimony, pp. 22-31 (KU) and pp. 27-36 (LG&E).

14 Ppollock Testimony, pp. 21-26 (KU) and pp. 24-30 (LG&E). The exact amounts of Mr. Pollock’s
recommended reductions were filed confidentially.

15 Mr. Pollock is mistaken when he states that the requested amount of incentive compensation expense for KU
is $11.5 million. As Mr. Smith points out at p. 24 of his testimony in the KU case, the amount of jurisdictional
incentive compensation expense requested is $10.42 million as set forth in KU’s response to Kroger 2-3.
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Do you agree with those recommendations?

No. The Companies’ incentive compensation expense is reasonable and it should be
recovered in full for several reasons. First, the Companies have proven that the total
compensation paid to employees, which includes both base salary and incentive
compensation, is reasonable and consistent in the competitive marketplace.®
Without incentive compensation, the compensation paid would fall below market
rates and hinder the Companies’ ability to attract and retain a qualified workforce.
Second, the Companies have proven that the relative mix of base salaries and
incentive compensation in determining overall cash compensation is reasonable and
at a competitive level when compared to the competitive marketplace.!” In other
words, the amount of incentive compensation offered is consistent with the
marketplace levels.

Third and finally, as described below, the Companies have modified the
measures and weightings for their TIA Plan in recent years to eliminate any
connection to the Companies’ financial performance. Thus, to the extent the
Commission has disallowed incentive compensation expense for utilities in the past
because it has been tied to a utility’s financial performance (such as earnings per
share or net income), those past decisions have no bearing on the Companies’ current
TIA Plan because, while the TIA Plan once included those connections, it no longer

does.

16 See the Willis Towers Watson study discussed in more detail below.
17 See the Willis Towers Watson study discussed in more detail below.
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Q. How have the Companies ensured and proven that the total compensation paid
to employees is reasonable and at competitive market rates?

A. The annual process of setting compensation includes reliance on benchmarking
information®® in calibrating the level of the primary components of compensation.®®
Various third-party benchmarking and salary planning surveys from the energy
services and general industries categories are utilized. The 50" percentile is used to
establish the market midpoint of annual total compensation ranges which include
incentive compensation. Compensation is then managed based on various factors
including education, experience, performance, time in job, and tenure.

In addition to the internal compensation setting process described above,
when the Companies filed their Applications, they submitted a study? that was
performed by Willis Towers Watson (“WTW?”) in November, 2016.2
Who is Willis Towers Watson?

WTW is a global consulting company that provides an array of services to businesses.
WTW advises organizations on all aspects of their compensation programs with the
goal of paying employees appropriately and enabling organizations to attract, retain
and motivate employees efficiently and cost-effectively.  Typical areas of
compensation consulting assistance include pay philosophy development, variable or
at-risk compensation plan design, total compensation benchmarking, and

compensation structure development.

18 For a listing of the compensation surveys we use, see PSC 1-35 in both cases.

19 See also the Company’s response to PSC 1-55 in both cases.

20 The study is the sort of study described by the Commission at p. 15 of its September 15, 2016 Order in In the
Matter of: Application of Kenergy Corp. for a General Adjustment in Rates, Case No. 2015-00312.

21 See Tab 60 to the Companies’ Applications for a complete copy of the WTW report.
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Please describe the WTW study the Companies submitted.

For the study, WTW reviewed the Companies’ Target Total Cash Compensation

(which includes salary and target incentive compensation levels under the TIA Plan)

in comparison to benchmarking data to determine the reasonableness of the

Companies’ compensation levels. WTW concluded the following:

When compared to available published survey data, LG&E’s and KU’s
projected and actual base salary budgets are generally aligned with
market median levels;

Competitiveness of target total cash compensation: LG&E’s and KU’s
use of base salary and target short-term at-risk compensation as its
primary pay vehicles for employees is consistent and aligned with
market pay vehicles used by utility and general industry peers.
Likewise, when compared to available published survey data, LG&E’s
and KU’s compensation levels fall within the competitive range of the
market 50th percentile for base salary and target total cash
compensation (Target TCC = base salary + target short-term at-risk
compensation);

When compared to available published survey data, LG&E’s and KU’s
pay mix (base salary and target short-term at-risk compensation)
generally places less emphasis on short-term at-risk compensation than
peers, but approximates market practice overall.

The WTW report confirms that our compensation setting philosophy and

process has resulted in exactly what we strive to achieve -- that with the inclusion of

incentive compensation, our compensation levels are very closely aligned with

market medians. And the converse is also true in that if incentive compensation is

eliminated from total compensation, the Companies’ compensation levels would fall

below market and therefore jeopardize our ability to attract and retain an adequate

workforce.

How are TIAs determined?
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All eligible employees have a TIA target award. The criteria for and calculation of
those awards for 2017 are set forth in the TIA Plan. As set forth in that document, the

2017 target awards are:

Employee Status Target Award
Non-Exempt and Hourly/Bargaining Unit 6% of Annual Earnings
Exempt Individual Contributors 9% of Base Salary
Managers 14% of Base Salary
Senior Managers 25% of Base Salary

For an individual employee in 2017, as reflected in the Companies’ response
to AG 1-210 and communicated to employees as shown in Rebuttal Exhibit KWB-2,
the calculation of incentive compensation is determined using the following
objectives and percentages: (1) corporate safety (15%); (2) customer satisfaction
(15%); (3) cost control (15%); (4) customer reliability (15%); and (5) individual/team
effectiveness (40%).%2
Please describe the performance objectives of corporate safety, customer
satisfaction, cost control, customer reliability, and individual and team
effectiveness.

The following is a description of each objective provided in response to discovery

requests:2
e Corporate Safety is measured by using recordable injury rates, illness rates,
and “days away, restricted and transfer” rates, commonly referred to as

“DART?” rates.

e Customer Satisfaction is measured by the Company’s performance ranking
within its peer group. The Company’s market research vendor contacts
randomly selected Company customers and customers from peer group

companies and asks them about overall satisfaction with their respective
utilities.

22 See Rebuttal Exhibit KWB-1 at p. 4 and Rebuttal Exhibit KWB-2 at pp. 1-2.
23 See also the responses to KLC 2-19 (KU) and Louisville Metro 2-17 (LG&E).

10
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e Cost Control is measured by non-fuel operation and maintenance expenses in
accordance with generally accepted accounting principles as published in the
Companies’ annual Form 10-K filings with the Securities and Exchange
Commission.

e Customer Reliability is measured by the System Average Interruption
Duration Index (“SAIDI”) which is a well-known industry metric for service
reliability.

e Individual and Team Effectiveness measures ensure that employees are
collectively working to achieve strategic business goals. Individual goals will
vary by the individual employee and by department. They support respective
department and line of business objectives.

As one can see, the objectives are designed and implemented to serve customers
interests above all else. The four company objectives are directly aligned with the
Companies’ mission “to provide reliable, safe energy at a reasonable cost to our
customers . . . .”?(emphasis added).

Are there any financial targets or measures that must be met before any
incentive pay can be awarded or that factor into an individual employee’s TIA
award?

No. There is no connection or “trigger” between earnings and the availability of
awards under the TIA Plan. Additionally, as recently as 2016, which is included in
the Companies’ base year in this case, the calculation of an individual employee’s
award was based, in part, on levels of Net Income achieved by the Companies.
However, as reflected in the 2017 TIA Plan employee communication,?® Net Income
is no longer a factor in calculating the award. It has instead been replaced by the

operating criteria of corporate safety, cost control, and customer reliability with

corporate safety added in 2016 and the other two added in 2017. Prior to that, these

24 https://Ige-ku.com/our-company/vision-mission
2 See Rebuttal Exhibit KWB-2.

11
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metrics were only included in the Individual and Team Effectiveness measures of
certain employees. Despite Mr. Pollock’s claim that Net Income is still “implicit” in
the criteria, that is simply not the case and contrary to the evidence in the record.

The Companies have reviewed and considered Commission decisions that
disallow some or all incentive compensation when it is tied to financial goals. While
the Companies do not necessarily agree with the concept that incentive compensation
that is tied to financial goals should not be recovered in rates, the Companies have
altered the measures used in their TIA Plan and removed financial performance
metrics such as net income or earnings per share. In doing so, the TIA Plan is now
squarely aligned with the Commission’s directive that incentive compensation should
be directly tied to customer benefits and includes metrics that are more directly
controlled by affected employees.

Then do you find Messrs. Smith’s and Pollock’s reliance on previous
Commission decisions disallowing some level of incentive compensation
misplaced?

Yes. Messrs. Smith and Pollock both rely on Commission decisions disallowing
some level of incentive compensation when that incentive compensation is tied to the
earnings per share of the utility (or its parent) or to the financial performance of the
utility. The TIA Plan has no such focus or feature, so any reliance on those decisions
IS erroneous.

Do you agree with Messrs. Smith and Pollock that incentive compensation in the

future test period is excessive and still tied to financial performance?

12
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No. As set forth above, the Companies have provided a third-party assessment that
its incentive compensation is not excessive and have demonstrated that incentive
compensation under the TIA program is not tied to the Companies’ or their parent
company’s financial performance. As shown by the chart below, projected incentive
compensation in the test year is also very consistent with actual results of the base

period.

Description KU LG&E (gas & electric)
TIA Plan Payments
During Base Period

(Updated with
Actuals)
100% of TIA Plan
Payments in

Forecasted Test $10.42 million $10.867 million
Period as Requested
in Proposed Rates

Difference — ($.658 million) $0.423 million
Increase/(Decrease)

$11.078 million $10.444 million

Under Kentucky law, a utility is entitled to rates that permit the recovery of
reasonable expenses incurred to provide service. While the Commission may and
should disallow a utility’s unreasonable expenses, the Companies have shown that
their philosophy in setting total compensation, which includes incentive
compensation, is consistent with the competitive marketplace. It has also shown that
its TIA Plan awards incentive compensation in ways that benefit customers above all
else. Therefore, all of the requested incentive compensation expense should be

included in rates.

13
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“Slippage” Related to Capital Expenditures

Do the Companies believe that a “slippage factor” should be applied to their
forward-looking test period capital projects as suggested by AG witness Mr.
Smith and KIUC witness Mr. Kollen?

No. As the Companies have explained in their discovery responses, the calculated
capital construction slippage factors (97.204 percent for KU and 98.111 percent for
LG&E) demonstrate their accuracy in predicting the cost of utility plant. This
accuracy has been achieved through use of a very robust process for forecasting
capital expenditures and managing to that forecast. Given these high degrees of
accuracy, the need to apply a slippage factor does not exist and the Commission
should decline to do so.

Are there any potential adverse consequences from imposing a “slippage factor”
to projected capital construction in a forward-looking test period rate case?

Yes. If a purely numeric slippage factor calculation based on historic results is used
to either reduce or increase the projected capital construction costs, it can provide a
disincentive for utilities to continue their efforts to reduce capital costs after having
established its annual budget. In forward-looking test period rate cases, a utility is
required to provide their actual forecast for capital spend “made in good faith.” If a
utility has historically been successful in managing down capital cost estimates, it
would not be allowed to recover its then best estimate of capital spend for its forward-
looking test period. In contrast, a utility that has been less effective in managing to or

below its costs estimates and has incurred significant overruns on capital projects

14
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would actually be rewarded by being provided a revenue requirement above its best
estimate of capital construction costs.

Q. Are the Companies aware of instances in which the Commission has not applied
a “slippage factor” to projected capital construction in a forward-looking test
period rate case?

A. Yes. Contrary to the suggestion in Messrs. Smith’s and Kollen’s testimony,
Commission precedent does not require “slippage factor adjustments” to projected
capital expenditure in all forward-looking test period rate cases. In fact, with the
exception of rate proceedings involving Kentucky-American Water Company
(“KAWC”),?® the Commission appears to have applied a slippage adjustment factor
in only one other proceeding.?’ Since that decision, which was entered nearly twelve
years ago, the Commission has not applied a slippage adjustment factor in any non-
KAWC forward-looking test period proceeding. The table below lists the forward-
looking test period rate cases since 2006 in which the Commission made specific
findings regarding rate base or capital expenditures and each applicant’s reported

slippage factor.?®

% The Commission’s treatment of KAWC appears to be based upon historic concerns regarding that utility’s
budgeting process. See, e.g., Case No. 95-554, Application of Kentucky-American Water Company to Increase
Its Rates (Ky. PSC Nov. 19, 1993) at 3 (“Based on the historical relationship demonstrated by the slippage
factor, the Commission concluded Kentucky-American's “very best estimate(s)” of construction spending was
inaccurate and showed a pervasive pattern of over budgeting for construction. To eliminate Kentucky-
American's historical overestimation, the Commission reduced the forecasted recurring and specific budget
projects by their respective slippage factors.”

27 Case No. 2005-00042, An Adjustment of the Gas Rates of Union Heat, Light and Power Company (Ky. PSC
Dec. 22, 2005).

2 Since its decision in Case No. 2005-00042, the PSC has considered at least thirteen non-KAWC forward-
looking test period applications. The nine cases that are not listed were resolved through unanimous settlement
agreements. Accordingly, the Commission was not required to address rate base or capital expenditures.

15
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Utility’s Calculated

Case Utility Average Slippage Date of Order
Number 29
Factor
2010-00167 East Kentucky Power Coop. 81.396 01/14/2011
2012-00535 Big Rivers Electric Corp. 102.581 10/29/2013
2013-00148 Atmos Energy Gas 105.442 04/22/2014
2013-00199 Big Rivers Electric Corp. 95.790 04/25/2014

KU’s and LG&E’s slippage factors, which are 97.204% percent and 98.111%!
percent, compare very favorably to those listed above.®? Given this greater accuracy
and the Commission’s decision not to apply a slippage factor in the listed cases, it is
clear that Commission precedent does not support the application of a slippage factor
adjustment in the current proceedings. Mr. Smith also argues that his slippage
adjustment flows through to the Companies’ capitalization and depreciation expense.
As the slippage adjustment itself should not apply, those suggested flow-throughs are
not applicable and should be disregarded.

Headcount and Workforce Level Issues

Q. Do you agree with Mr. Smith’s testimony on behalf of the AG that the
Companies should not be allowed to recover the labor expense associated with

positions they plan to fill by the end of the forecasted test year?

2 These factors are based upon a ten-year average except for Big Rivers Electric Corporation, which lacked
sufficient information to develop a ten-year average slippage factor and provided a factor based upon the
available information.

30 See KU’s response to Staff 1-13.

31 See LG&E’s response to Staff 1-13.

32 The Companies’ slippage factor also compares favorably to that of Union Light, Heat and Power Company
(“ULH&P”) in Case No. 2005-00042. In that proceeding, which involved a request for adjustment of gas rates,
ULH&P reported a slippage factor of 97.045 percent for its gas operations and 100.6 percent for its electric
operations. See Case No. 2005-00042, Order of Dec. 22, 1994 at 9.

16
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No. Mr. Smith’s arguments on this issue are in the alternative. First, he argues that
KU has proposed four “additional” positions, LG&E has proposed 22 “additional”
positions, and 34 “additional” positions are proposed for LG&E and KU Services
Company (“LKS”).3® He goes on to argue that recovery for those “additional”
positions should not be permitted because the Companies have failed to demonstrate
“that those additional positions are needed and/or would be filled for the full duration
of the forecasted test year.” Mr. Smith then alternatively argues that should the
Commission allow rate recovery for those requested “additional” positions, it should
still disallow a portion of labor expense based on the fact that, at any given point in
time, a company, including a utility, will have some unfilled vacant positions due to
employee turnover as reflected in actual vs. budgeted labor expense.

Do you agree that “additional” positions have been proposed?

No. Mr. Smith confuses “vacant” positions with “additional” positions. It appears
that Mr. Smith has incorrectly interpreted KU’s responses to AG 1-49 and AG 2-8
and LG&E’s responses to AG 1-49 and AG 2-8 to mean that the Companies are
proposing incremental additions to its workforce in this case. They are not. As
explained in those responses, the four KU positions, 22 LG&E positions, and 34 LKS
positions are simply the positions that happened to be vacant on December 31, 2016.
The Companies are not “adding” that number of positions in the forward-looking test
period. The direct testimony of Mr. Thompson and Mr. Bellar addressed the

operational headcount additions in this case relative the Companies’ prior rate case

33 Smith testimony at p. 42 (KU) and p. 47 (LG&E).

17
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and my direct testimony actually noted a reduction of financial and administrative
positions between cases.
Have the Companies demonstrated a need for their overall workforce levels?
Yes. The Companies have submitted and supported their employment forecasts. Mr.
Smith did not specify any legitimate reason or critique of the actual employment
forecast or the process by which that forecast is made. His only argument is the
unsupported statement that the Companies have not demonstrated a need for the
positions that happened to be vacant on December 31, 2016. In doing so, Mr. Smith
ignores evidence in the record demonstrating the procedures followed in determining
employment forecasts which lead to a reliable and appropriately staffed workforce.
The development of the workforce begins with the Companies’ September 1,
2016 Workforce Plan3* (“WFP”). The WFP is an exhaustive document that
considers every aspect of the workforce including its level, age, overtime, training,
retention and use of contractors.® Staffing levels are based on discussions between
staff and senior executives with consideration to realignments to the previous year’s
staffing level based on changes in workload, needs of the organization, and changes
in personnel.®  The WFP process is intensive and leads to the following benefits:
more effective and efficient use of workers; ready availability of replacements when

vacancies are created; resources to aid in establishing the business plan; a clear

34 A copy of the WFP is attached to LG&E’s response to AG 1-59.
3 WFP, p. 4.
% WFP, p. 3.
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rationale for making expenditures for training, retraining, employee development,
career counseling, and recruiting efforts; and a diverse workforce.®’

In the WFP process, the Companies examine whether they: can eliminate,
change, or subcontract work; have a need for the work to be performed in-house; can
achieve any efficiencies not already being achieved; can reconfigure positions or
responsibilities to avoid headcount additions; and have identified employees with
critical knowledge whose knowledge needs to be transferred as part of a succession
plan.3® In other words, the WFP process is an extremely robust process that ensures
a highly efficient and lean workforce that can provide adequate service both now and
in the future. It is this process that has led the Companies to show very modest
incremental headcount numbers for the forward-looking test period. Additionally,
Mr. Bellar’s direct testimony describes the unique staffing needs for LG&E’s gas
operations driven by the need to comply with existing and new regulatory
requirements (including gas pipeline safety requirements) and the looming
retirements of certain gas personnel.3® By 2021, almost 40% of LG&E front-line gas
operating employees will have 35 or more years of experience. Proactive measures
need to be taken before those retirements occur to ensure an efficient transfer of the
critical knowledge held by retiring employees and to allow time for employees to
complete required training and certifications. It is only prudent to do so.

As for Mr. Smith’s alternative argument regarding employment vacancies, are

you aware of any prior Commission Orders in forward-looking test period rate

T WFP, p. 3.
8 WFP, p. 1.
39 Mr. Bellar’s direct testimony, pp. 7-10.
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cases in which the Commission has addressed the issues of adjusting a utility’s
labor forecast for assumed vacancies?

A. Yes. The Commission previously rejected the exact type of argument Mr. Smith has
made in these proceedings for a disallowance of labor expense based on a historical
vacancy rate.*® In fact, in one of those cases (Case No. 2010-00136), Mr. Smith was
the AG witness who proposed that disallowance. There, as here, Mr. Smith failed to
consider the vacancies’ effect on other costs such as overtime and contract labor
forecasts. The Commission rejected his argument there and should reject it in these
proceedings as well.

Did you address this exact vacancy issue in your direct testimony?

Yes. At page 9 of my direct testimony, | explained the process by which we
considered the effect of vacancies in our labor forecast expense proposed in these
cases. First, we eliminated 20 positions from the forecast because they had been
vacant for a long enough period to conclude they would not be filled. For the
remaining vacancies, we concluded that the work would have to be performed by
either filling the vacant positions or by spending additional funds on contractors,
overtime, and premium pay. Thus, there is an inverse relationship between vacancy
levels on the one hand and contractor, overtime, and premium pay expense on the
other hand. This is why Companies did not embed some sort of vacancy rate

“discount” in their labor forecasts due to turnover. At bottom, there is a certain

40 See In the Matter of: Application of Kentucky-American Water Company to Increase its Rates, Case No.
1995-00554, Order at 32 (Sept. 11, 1996); In the Matter of: Adjustment of the Rates of Kentucky-American
Water Company, Case No. 2004-00103, Order at 45 (Feb. 28, 2005); In the Matter of: Application of Kentucky-
American Water Company for an Adjustment of Rates Supported by a Fully Forecasted Test Year, Case No.
2010-00036, Order at 25 (Dec. 14, 2010).
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amount of work the Companies must perform either by a full workforce or by
additional contractor, overtime, and premium pay expense — and this is the precise
concept the Commission relied upon in rejecting Mr. Smith’s vacancy adjustment in
Case No. 2010-00036.

So do the Companies agree with Mr. Smith’s alternative argument that a
reduction in labor expense should be applied based on an historical variance
between budget-to-actual for labor expense?

No. The Companies did not explicitly subtract vacancies caused by employee
turnover into their headcount forecast. To do so would create a budget with
management challenges. For example, if a department with 100 employees had a
historical vacancy rate of 2%, a budget adjusted for this vacancy rate in effect allows
that department manager only 98 approved positions - notwithstanding that all 100
positions in the Companies’ headcount forecast have been approved as part of the
business plan based on a demonstrated need for 100 employees. To suggest an
adjustment based on historic deviations from budget in this one variable overlooks the
fact that the work of the 100 budgeted employees still must be accomplished.

Have the Companies had an historical variance between actual and budgeted
employee headcount?

Yes. However, absent a change in the amount of work to be performed, any
reduction in employee headcount has been offset by incremental overtime,
incremental use of outside contractors or an increase in the backlog of work to be
performed. This, of course, is not surprising given that a certain amount of work

must be performed and if we do not have a position filled to do that work due to a

21



vacancy created by turnover, it must be performed by relying on overtime of existing
employees or outside contractors. Additionally, the Companies have explained that
the primary reason for vacancies at any point in time is normal employee turnover
and attrition.

Does this conclude your testimony?

Yes.

22



VERIFICATION
COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON ; o
The undersigned, Kent W. Blake, being duly sworn, deposes and says that he is
Chief Financial Officer for Kentucky Utilities Company and Louisville Gas and Electric
Company and an employee of LG&E and KU Services Company, and that he has
personal knowledge of the matters set forth in the foregoing testimony, and that the

answers contained therein are true and correct to the best of his information, knowledge

and belief.

NFWELA

Kent W, Blake

Subscribed and sworn to before me, a Notary Public in and before said County

and State, this | 0" day of l_”u.lg;e..-lj" 2017.

| e W1 W (SEAL)

Notary Public % | "0

My Commission Expires:

t\ L 1\\'{“(, L Ci ; 5{0 \*\; )




Rebuttal Exhibit KWB-1
Team Incentive Award (TIA) Plan



SENININES

Rebuttal Exhibit KWB-1
Page 1 of 4
Blake

ICE KU

TEAM INCENTIVE AWARD (TIA) PLAN

Corporate Safety
Customer Satisfaction
Cost Control
Customer Reliability

Individual and Team
Effectiveness

Eligible employees participate in the LG&E and KU Team
Incentive Award (“TIA”). The TIA focuses employee
efforts on customer and business goals and rewards
employees for achieving those goals. The TIA provides an
opportunity for eligible employees to share in the added
value they create through superior performance.



TIA AND BUSINESS STRATEGY

The company realizes the wealth that exists in
the abilities of its people. The challenge is to
become the best in our competitive market
through each individual using his or her talents
combined with other team members to make it
happen. The TIA Plan plays a key role in
assisting the company in focusing employees on
customer and business goals as well as providing
employees with a program that can increase their
individual compensation.

The TIA was developed to motivate and direct
employees toward the achievement of strategic
goals. It also assists with attracting and retaining
skilled personnel by providing competitive
compensation commensurate with their talents,
cooperation and contribution.

There are several basic TIA concepts:

e There is a focus on the cooperative spirit of
all employees working together as a team.

e Risk-taking, embodied in initiative, fresh
perspectives and innovative solutions, is
encouraged and rewarded.

e The plan is designed to motivate and
improve the individual performance of all
employees.

e Incentive award levels vary depending on
the employee’s base salary, position and
performance. The TIA represents “pay at
risk.” The relationship of the target awards
to salary reflects that employees who have
increasing responsibility for customer and
business performance, as reflected in higher
salaries, generally have higher amounts of
individual compensation tied to that
performance.

With these concepts in mind, the TIA was
designed:

e To promote the achievement of the
company’s objectives.

e To attract, motivate and retain employees.

Rebuttal Exhibit KWB-1
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TIA PLAN

Key elements of the TIA are as follows:

1.

Participants include all active full-time and regular,
part-time salaried employees, IBEW 2100
employees and KU hourly and bargaining unit
employees.

All TIA participants have Target Awards based on
the following:

Target Award Participation

Non-Exempt & Hourly 6% of annual earnings

Exempt
Individual Contributors 9% of base salary

Managers 14% of base salary

Senior Managers 25% of base salary

Performance objectives are established annually to
support the customer and business strategies. The
size of the awards depend upon the degree to which
these objectives are achieved.

Exempt employees with salary changes during the
year will have their awards calculated in accordance
with the amount of time they work under each
respective base salary.

Total annual earnings, including overtime, are used
in calculating the earned awards for all regular non-
exempt and hourly full- and part-time employees.
Prior TIA awards are excluded from total annual
earnings to calculate earned awards.

Earned TIA Awards will be paid in cash within 90
days of the completion of the calendar-based annual
performance period.

Compensation from the TIA is included in
calculating benefits under the Company’s
Retirement (except for the KU Retirement Plan) and
401(k) Savings Plan.

This plan in no way creates a contract of
employment for any duration. The company has full
and final discretion with respect to the interpretation
and application of this plan. The Company reserves
the right to modify or terminate this plan in its sole
discretion. This plan document supersedes any prior
plan document relating to the TIA.



ELIGIBILITY

All active, regular full- and part-time salaried
employees, IBEW 2100 employees and KU
hourly and bargaining unit employees, who have
at least one month continuous service and are on
the payroll on December 31 of the performance
year, are eligible for a TIA. Employees who
become disabled, die or retire during the
performance year will be eligible for a prorated
award. Disability, for purpose of this plan, means
that the employee is eligible for the receipt of
benefits under the Long Term Disability Plan.
Retire means that the employee is eligible to
retire under the terms of a company sponsored
retirement plan. Employees who join the
company during the performance year, who have
at least one month continuous service, and are on
the payroll on December 31 will also be eligible
for a prorated award. Employees incurring
unpaid work days during the performance year
may experience a proportionate reduction in their
TIA.

INDIVIDUAL PERFORMANCE
OBJECTIVES

The individual performance objective links
individual performance to the TIA award. The
individual performance objective can be
combined with performance objectives for small
teams as well as with key objectives from the
Performance Excellence Process. Individual
performance objectives should align with, and
support, strategic customer and business goals to
drive performance.

Rebuttal Exhibit KWB-1
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TIA COMMUNICATION

TIA performance results for customer, business and
operational performance measures are communicated
through the Company’s internal communications to
provide information concerning performance. Final TIA
performance results are approved following the
completion of the performance period and are
communicated through the Company’s internal
communications.

CONCLUSION

The Team Incentive Award Plan is designed to
strengthen the connection between pay and performance.
It will direct a portion of total pay to awards based on
customer, business, operational and individual
achievements. The TIA focuses eligible salaried and
hourly employees’ attention on the company’s business
goals.
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TIAFORMULA
The TIA calculation formula is shown below, along with an example of a potential award. In this example, note the
participant’s salary is $40,000 and the target award is 9%.

TIA CALCULATION
Step 1: Target Award % X Annual Base Pay Earnings = Target Award

Step 2: Target Award x Corporate Safety Weighting x Performance % = Corporate Safety Award

Step 3: Target Award x Customer Satisfaction Weighting x Performance % = Customer Satisfaction Award
Step 4: Target Award x Cost Control Weighting x Performance % = Cost Control Award

Step 5: Target Award x Customer Reliability Weighting x Performance % = Customer Reliability Award
Step 6: Target Award x Individual or Team Weighting x Performance % = Individual or Team Award

Step 7: Corporate Safety Award + Customer Satisfaction Award + Cost Control Award
+ Customer Reliability Award + Individual or Team Award = Total TIA Award

TIA CALCULATION EXAMPLE

Annual Base Pay Earnings = $40,000

Target Award Percent = 9%

Corporate Safety Performance % = 105%

Customer Satisfaction Performance % = 110%

Cost Control Performance % = 100%

Customer Reliability Performance = 110%

Individual or Team Performance % = 105%

Step 1: 9% x $40,000 = $3,600 Total Award

Step 2: $3,600 x 15% x 105% = $567 Corporate Safety Award
Step 3: $3,600 x 15% x 110% = $594 Customer Satisfaction Award
Step 4: $3,600 x 15% x 100% = $540 Cost Control Award

Step 5: $3,600 x 15% x 110% = $594 Customer Reliability Award
Step 6: $3,600 x 40% x 105% = $1,512 Individual or Team Award

Step 7: $567 + $594 + $540 + $594 + 1,512 = $3,807 Total TIA Award
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PPL companies

Employee Bulletin

LG&E and KU Energy LLC
220 West Main Street
P.O. Box 32030
Louisville, KY 40232

January 24, 2017 Internal Communications
T 502-627-2520
F 502-627-3629
internal.communications

Cost control and customer reliability measures replace net income. @Ige-ku.com

2017 Team Incentive Award measures, weightings announced

LG&E and KU’s Team Incentive Award (TIA) is a core component of the
company’s compensation. Last year, the TIA included measures for Net

Income, Customer Satisfaction, Corporate Safety, and Individual or Team
Effectiveness. In 2017, Cost Control and Customer Reliability measures will replace
Net Income as noted below.

2017 TI1A Measures and Weightings

15% — Corporate Safety

15% — Customer Satisfaction

15% — Cost Control

15% — Customer Reliability

40% — Individual/Team Effectiveness

Provided below are some questions and answers about the new Cost Control and
Customer Reliability measures as well as the other TIA measures.

If you have specific questions about your TIA, please contact your manager or the
appropriate Human Resources representative.

1]3
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Employee Bulletin

Are LG&E and KU’s TIA measures and weightings changing in 2017?

Yes. Cost Control and Customer Reliability will replace Net Income. The Net
Income measure has been replaced with 15 percent assigned to each of the two new
measures. Corporate Safety, Customer Satisfaction and Individual/Team
Effectiveness weightings have not changed.

2016 2017
ULES LN Weighting | Weighting

Corporate Safety 15% 15%
Customer Satisfaction 15% 15%
Cost Control 0% 15%
Customer Reliability 0% 15%
Net Income 30% 0%
Individual/Team Effectiveness 40% 40%

Why were Cost Control and Customer Reliability measures added?

Our strong focus on providing reliable and cost-effective service to our customers is
enhanced through effective cost management and ensuring reliability. Employees
have significant control over operating costs and contribute directly and indirectly to
customer reliability.

How will cost control be measured?

Cost Control will be measured by O&M, which includes all labor and non-labor
operation and maintenance costs. These costs include those that are recovered
through the Environmental Cost Recovery (ECR), Demand Side Management
(DSM) and Gas Line Tracker (GLT) mechanisms, but excludes those items that are
classified as Other Income and Expense. The expenses related to fuel for generation,
power purchases and gas supply to serve customers are excluded.

How will customer reliability be measured?

Customer Reliability will be measured by our System Average Interruption
Duration Index (SAIDI). SAIDI is an industry recognized metric which has been
used by the company for many years to measure reliability. By planning and
executing restoration activities efficiently to reduce the duration of an outage, our
customers are positively impacted.

2|3
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Why is Corporate Safety an incentive measure?

LG&E and KU have established and continue to maintain a robust safety culture
with employees and business partners. Since 2000, the safety performance of the
company’s employees and contractors has been progressively positive. Recordable
Injury and Illness Rates (RIIR) have decreased consistently, enabling the company
to rank highly among the industry’s top safety performers. As we work toward our
goal of zero incidents, LG&E and KU will continue to track injuries through the
RIIR. The Days Away Restricted and Transferred (DART) safety measure tracks
days away from work or a job restriction or transfers to another position due to a
recordable work injury. RIIR and DART each have a 50 percent weighting in the
total Corporate Safety measure. The RIIR and DART calculation formulas are
measured in accordance with federal Occupational Safety and Health
Administration (OSHA) standards.

How is Customer Satisfaction measured?

The company’s market research vendor contacts randomly selected LG&E and KU
customers and customers from peer group companies and asks them about
satisfaction with their respective utilities. The scores are compiled quarterly, and
those results are used to rank the utility companies. Our performance ranking
determines achievement of the measure.

What are Individual and Team Effectiveness measures?

Individual and Team Effectiveness measures are established each year to ensure we
are collectively working to achieve strategic business goals. Goals vary by
individual and by department and support respective department business
objectives. Team effectiveness measures may include safety, reliability and budget
goals. Aligning team measures with performance and operational indicators
demonstrates our focus on providing safe, reliable and cost-effective service to our
customers.
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Please state your name, position and business address.

A

My name is Lonnie E. Bellar. 1 am the Senior Vice President of Operations for
Louisville Gas and Electric Company (“LG&E”) and Kentucky Utilities Company
(“KU”) (collectively “Companies”), and an employee of LG&E and KU Services
Company, which provides services to LG&E and KU. My business address is 220
West Main Street, Louisville, Kentucky 40202.

Have your responsibilities with the Companies changed since you filed your direct
testimony in this case?

Yes. Effective January 15, 2017, | was promoted from Vice President of Gas
Distribution (LG&E) to Senior Vice President of Operations for both Companies. |
still report directly to Mr. Thompson, who is now serving as President and Chief
Operating Officer of the Companies. With the change in position, | am now responsible
for oversight of the operational areas previously led directly by Mr. Thompson. My
areas of responsibility now include power generation, energy supply and analysis,
safety and technical training, electric transmission, and gas and electric distribution. A
current copy of my CV is included with this testimony as Appendix A.

Do you concur with Mr. Thompson’s direct testimony filed in this case?

Yes. Mr. Thompson’s direct testimony provides a thorough and accurate overview of
the Companies’ operations, including their performance under certain key performance
indicators, efforts to promote the safety of the public and the Companies’ workforce,
and the planning and rationale for capital investments and O&M projects designed to
improve the reliability of the Companies’ power delivery system for the benefit of

customers. Mr. Thompson’s testimony also properly describes the reasons for the
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Companies’ proposed investment in Distribution Automation (“DA”) technology, for
which the Companies seek a Certificate of Public Convenience and Necessity
(“CPCN”) in these proceedings.

Why are you providing the rebuttal testimony for the operational areas covered
in Mr. Thompson’s direct testimony?

Now that | have direct responsibility over the operational areas previously under Mr.
Thompson’s direct oversight, I will provide additional support and context for the
Companies’ request for a rate increase from an operational standpoint and rebut
intervenor testimony regarding the Companies’ operations. Mr. Thompson will still
address the Companies’ operations from a broader, strategic perspective.

What is the purpose of your rebuttal testimony?

The purpose of my testimony is to rebut certain positions taken in the direct testimony
of intervenors in this case. Specifically, 1 will explain: (1) that Mr. Holloway’s
criticism of the Companies’ operational competence is wholly unfounded and refuted
by the Companies’ record of success in major operational projects; (2) that the
Companies have an obligation to make the investments in their transmission
infrastructure outlined in the Transmission System Improvement Plan; (3) that the
Companies’ proposed expenses and plan for a cycled approach to vegetation
management are proper; (4) the context and history of the Companies’ relationship with
their Independent Transmission Organization (ITO) and Regional Transmission
Organization (RTO), including the reasons for the Companies’ exit from the latter; (5)
that the Companies’ projected expenses for scheduled outage maintenance of

generation plant through the end of the test year are appropriate and normalization of
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such expenses will not accurately reflect actual expense; and (6) that the Companies
should not be restricted from demolishing retired generation plant where demolition
best serves the overall interests of customers.

Operational Competence

Q. One of the AG’s witnesses, Mr. Holloway, criticizes the Companies’ ability to
maintain, improve and operate their transmission infrastructure and suggests
that the Companies do not have the operational competence to implement their
plans. How do the Companies respond?

A. The Companies strongly disagree with Mr. Holloway’s assessment, which lacks
foundation in any objective facts. Contrary to Mr. Holloway’s assertions, the
Companies have repeatedly demonstrated their ability to plan for, implement, and
complete complex capital projects in a timely and cost-effective manner. The
Companies have also demonstrated their ability to maintain and operate power
generation and delivery systems safely, reliably, and at costs to customers that compare
favorably to utilities nationwide.

Q. What are some examples of the operational successes that demonstrate the
Companies’ excellence in completing large operations projects?

A. In 2011, the Companies sought and obtained approval of their Environmental
Compliance Plans from the Kentucky Public Service Commission (“Commission”).!

These plans included projects for LG&E to spend $1.4 billion to modernize

Y'In the Matter of Application of Kentucky Utilities for Certificates of Public Convenience and Necessity and
Approval of its 2011 Compliance Plan for Recovery by Environmental Surcharge, Case No. 2011-00161; In the
Matter of Application of Louisville Gas and Electric Company for Certificates of Public Convenience and
Necessity and Approval of its 2011 Compliance Plan for Recovery by Environmental Surcharge, Case No. 2011-
00162.
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environmental controls on its generating equipment to achieve increased particulate
and mercury controls. The LG&E plan included installation of this equipment on all
units at Mill Creek and for Unit 1 at the Trimble County generating station. The KU
plan called for $900 million in investments for additional air emission controls at its
Brown and Ghent generating stations and to convert a coal ash pond at Brown to dry
storage. Without exaggeration, these plans involved some of the most significant and
complex construction projects in the Companies’ history. On December 15, 2011, the
Commission approved the Companies’ ECR compliance plans.? Today, the
Companies have all but completed the construction and, by all objective measures, the
project was a resounding success. Throughout the construction period, the Companies’
construction activities were subject to focused ongoing oversight and monitoring by
the Commission, including quarterly reports and on-site inspections and meetings at
the Commission. The Companies recently received a letter from the Commission
commending the Companies on the success of the ECR compliance plan project:

The original estimated capital cost of the projects totaled $2.301

billion. The final estimated total cost of the projects is $2 billion.

The projects, which will be completed well under budget, within

original schedules, and with an outstanding safety record, must
be considered very successful by any standard.®

Mr. Thompson’s testimony highlights another of the Companies’ recent
operational success stories — the construction of Cane Run 7 — Kentucky’s first natural
gas fired combined-cycle generating unit. As Mr. Thompson sets out in his testimony,

the construction of Cane Run 7 was completed in June 2015, on time, $35 Million under

2 Orders entered December 15, 2011, in Case Nos. 2011-00161 and 2011-00162.
3 February 13, 2017 Letter from Daryl E. Newby to Christopher M. Garrett, attached hereto as Rebuttal Exhibit
LEB-1.
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budget, and with an exemplary safety record. The unit is now performing exceptionally
well, with outage rates among the best (lowest) in the Companies’ generation fleet.
Furthermore, in order to connect Cane Run 7 to the electrical grid, the Companies built
a new transmission substation. The construction of that substation required a complex
set of projects to revise the configuration of the existing transmission lines to connect
the new substation, while continuing to operate the existing coal fired generating
station. The Companies completed construction of the new substation on schedule,
with minimal disruption to generation and transmission operations.

Additionally, in April 2016, the Companies commenced operation of a newly
built solar facility at the E.W. Brown generating station. The Brown solar facility is
the first of its kind in the Companies’ generation fleet, and contains over 44,000 solar
panels spread over 50 acres. Construction of the Brown solar facility was completed
on schedule. These and many other successful projects demonstrate that the Companies
have a consistent track record not only of operational competence, but operational
excellence.

How are the Companies demonstrating their ability to operate and maintain their
power delivery systems reliably and efficiently?

Not only do the Companies excel at planning and executing major capital projects, they
have also demonstrated a long history of competence and success in the day-to-day
operation and maintenance of their generation, transmission and distribution systems.
Mr. Thompson’s testimony includes a litany of performance metrics evidencing the
Companies’ proficiency in a number of operational areas, including workplace and

public safety, generation reliability, transmission and distribution reliability, and
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customer satisfaction. For example, the Companies’ generation fleet consistently
achieves outage rates well below (better than) benchmarked median performance
according to FERC data, and performed near the top quartile for outage rates for
calendar year 2016. Likewise, the Companies’ distribution operations historically beat
median industry performance for reliability, despite cash costs per customer for
distribution investments that compare favorably to utilities nationwide.*

The Companies have also shown both a willingness and institutional capability
to implement innovative efficiency programs aimed at improving customer experience
and managing power delivery costs. A dozen or more such programs are described in
Mr. Thompson’s testimony, none of which were discussed by Mr. Holloway in his
unsupported critique of the Companies’ operational competence.

Do the Companies’ customer satisfaction results reflect positively on the
competency of the Companies’ operational performance?

Yes, the Companies’ competency in providing safe and reliable service translates into
positive customer satisfaction. In fact, in 2016, LG&E and KU achieved a clean sweep
in top rankings for all J.D. Power customer satisfaction rankings for which they were
eligible, among both residential and business customers. Specifically, LG&E ranked
first in three separate J.D. Power customer satisfaction studies, including separate
surveys for both business and residential customers: the 2016 Gas Utility Residential
Customer Satisfaction Study Midwest Midsize Segment, the 2016 Electric Utility
Business Customer Satisfaction Study Midwest Midsize Segment, and the 2016 Gas

Utility Business Customer Satisfaction Study Midwest Region. KU ranked first among

4 EDO Business Plan, Attachment to Filing Requirement 807 KAR 5:001 Section 16(7)(c), Item I., page 34 of
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all included utilities in J.D. Power’s 2016 Electric Utility Residential Customer
Satisfaction Study Midwest Midsize Segment, demonstrating its high satisfaction
marks among residential customers for reliable electric service. KU also ranked
second, behind only LG&E, in the J.D. Power 2016 Electric Utility Business Customer
Satisfaction Study Midwest Midsize Segment.

In light of your testimony, is there any merit to Mr. Holloway’s concern that the
Companies lack the competency to implement both AMS and DA on the proposed
schedule?

None. While Mr. Malloy and Mr. Wolfe offer specific rebuttal to Mr. Holloway’s
assertions regarding these projects, respectively, the argument that the Companies
cannot achieve implementation of both projects due to some perceived (but not
substantiated) inability of the Companies to operate their business is just fundamentally
untrue. The examples | discuss above, and many others, objectively refute that
assertion.

Investment in Transmission Assets

Mr. Holloway (AG) and Mr. Kollen (KIUC) have both argued that the
Companies’ proposed spending on replacement of transmission assets is
unreasonably high based on historical spending. Do you agree?

Not at all. The Companies not only should incur the proposed expenses as good
stewards of the electric transmission system, they have an obligation to do so. Neither
Mr. Holloway nor Mr. Kollen has questioned the need to perform the improvements
that the Companies have proposed in their Transmission System Improvement Plan

(*Transmission Plan”), attached as Exhibit PWT-2 to Mr. Thompson’s testimony in
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this case.> To the contrary, Mr. Holloway asserts that “identifying, repairing and
replacing defective equipment should be a top priority.”® The Companies agree, which
is the very reason they have embarked on a plan to target and replace aging and
vulnerable transmission assets, including defective line equipment, overhead lines,
transmission protection and control systems, and breakers, among others.

Historically, the Companies’ customers have enjoyed consistently safe and
reliable transmission service despite incurring among the lowest transmission-related
expenditures compared to all FERC-regulated utilities. Indeed, as the Transmission
Plan indicates, the Companies were near the top of the first quartile (lowest cost) for
total transmission spending per line mile and total transmission spending per MWh
sales from 2011 — 2015. This situation has resulted from the Companies’ prudent and
careful management of their transmission system assets. However, due to the age of
the transmission infrastructure, additional investment is now required to maintain the
level of system reliability that the Companies’ customers have come to expect.

Why are the Companies proposing to increase spending on Transmission assets to
the levels set forth in Mr. Thompson’s testimony?

The Transmission Plan thoroughly addresses the need for the Companies to increase
their spending now on aging transmission assets. Specifically, the bulk of the
Companies’ transmission assets were installed between the 1950s and 1980s, meaning
a significant portion of those assets are nearing the end of their useful life. Catastrophic
failures of transmission equipment, although infrequent, have the potential to cause

widespread outages of extended duration. At the same time, the Companies’ customers

5 Mr. Kollen suggests that such improvements could be deferred. | refute that assertion later in my testimony.
& Direct Testimony of Larry W. Holloway, P.E. (“Holloway Testimony™), at 8.
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expect increasingly safe and reliable service. Failure to replacing aging transmission
system assets now will increase the risk of major service disruptions in the future and
will lead to overall decline in transmission system performance.

The Companies’ identification of the transmission assets designated for
replacement has been intentional and well-reasoned. As outlined in the Transmission
Plan, the Companies have conducted a detailed analysis of failures by equipment type,
and the potential for such failures to negatively affect system reliability. Those factors,
combined with the age of the assets and load served, were considered in identifying the
assets to be replaced. Notably, neither Mr. Holloway nor Mr. Kollen has offered
testimony criticizing the method by which the Companies identified transmission assets
for replacement or the prioritization of those investments.

Mr. Holloway asserts that the increase in transmission spending proposed by the
Companies is indicative of past neglect of the system or deferred maintenance. Is
that accurate?

No. As set forth above, the increased spending is being driven, in part, by the fact that
a significant portion of the Companies’ transmission assets are approaching the end of
their useful life at the same time. Another reason for the increased spending is that
more equipment is now being identified as in need of replacement as a result of the
Companies’ equipment inspection programs. The Companies have always complied
with Commission regulations regarding equipment inspections. Historically, those
regular inspections were performed primarily from the air. In 2013, the Companies
transitioned to a six-year inspection cycle in which all wood structures operating at

69kV or above were subject to detailed ground inspections (climbing poles). This
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change was, in part, a response to evolving Commission regulations regarding
inspection of transmission lines. Those ground inspections have been successful in
identifying a higher volume of equipment subject to replacement.

The Companies have not deferred replacement of defective transmission assets
identified through these more rigorous inspection programs. As Mr. Holloway’s
testimony acknowledges, the Companies have incurred year-over-year increases in
spending for replacement of transmission assets since 2012. The Companies’
combined spending for transmission asset replacements increased from $22.1 Million
in 2014 to $61.4 Million in 2016.” The Companies immediate response to the increased
volume of identified assets for replacement, including the proposed spending in the
forecast test year, demonstrates its commitment to improving and maintaining system
assets.

Mr. Kollen suggests that the Commission should cut KU’s planned capital
expenditures on its transmission system from $106.3 Million in the forecast test
year to $48.09 Million. Is that suggestion prudent or appropriate?

No. Mr. Kollen’s proposal is based on what he calculates to be KU’s historical average
transmission capital expenditures from 2007 through 2015. Mr. Kollen does not
include any analysis for why transmission capital expenditures in the forecast test
period should be roughly equal to historical spending, especially given the reasons for
the transmission infrastructure improvements set forth in the Transmission Plan.
Unlike KU, Mr. Kollen has conducted no analysis of the risks of deferring maintenance

expenditures or the types of equipment replacements that must occur to maintain

" LG&E Response to AG 1-388; KU Response to AG 1-363.
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system reliability. Furthermore, Mr. Kollen has made no assessment of whether the
proposed cut in transmission-related expenditures would suffice to allow KU to meet
its regulatory requirements, including inspection requirements imposed by the
Commission, and safety, security and reliability requirements imposed by other
regulatory entities. Mr. Kollen simply assumed KU’s historical average transmission
capital expenditures from 2007 through 2015 represented a reasonable level of
investment to support KIUC’s result-oriented claim to adjust KU’s proposed
transmission investment.

Is Mr. Kollen correct that KU can simply defer its proposed transmission related
expenditures if recovery is not permitted in base rates?

No. While KU could defer a portion of its proposed transmission-related capital
investments, doing so would impose greater risks on KU’s customers, decrease overall
system reliability, increase the potential for catastrophic outages, and push even greater
capital expenditures for transmission assets into the future. Deferring needed asset
replacements is inconsistent with KU’s obligation to its customers to deliver safe and
reliable electric service. Notably, Mr. Kollen’s suggestion that transmission asset
replacements can simply be deferred to the future is the exact opposite of Mr.
Holloway’s argument that replacement of defective transmission assets should be
among the highest priorities. Mr. Kollen has made no assessment of the risks that such
deferral would impose on the overall reliability and safety of the system. In KU’s view,
deferral is not a viable option for the reasons discussed herein.

How do you respond to Mr. Holloway’s suggestion that the Commission should

guestion the Companies’ ability to execute on its Transmission Plan?
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Like Mr. Holloway’s criticism of the Companies’ operational competence generally,
this opinion is just that — an opinion based on no objective facts, analysis or
demonstrated professional experience in planning, operating or maintaining a
transmission system. As | discuss earlier in my testimony, the Companies have
consistently demonstrated the ability to plan, implement and complete complex
operational projects, and the Transmission Plan is no different. The fact that the
Companies have developed the Transmission Plan is itself evidence that they are
committed to maintaining and operating their transmission system in a secure, reliable,
resilient and cost-effective manner. The year-over-year increases in transmission
spending over the past several years also demonstrate the Companies’ dedication to
supporting and maintaining their transmission assets. Mr. Holloway has offered no
support for his subjective skepticism that the Transmission Plan cannot be executed
except his own misplaced conception of past care and maintenance of the system.
Should the Commission closely scrutinize the overall level of transmission-related
spending as Mr. Holloway suggests?

Of course the Commission is free to scrutinize any aspect of the Companies’ proposed
capital expenditures, including those included in the Transmission Plan. | am confident
that the proposals contained in the Transmission Plan will withstand such scrutiny. As
described elsewhere in my testimony, the Transmission Plan was developed after
thorough analysis and investigation of the Companies’ transmission system
performance, reliability and safety. It is the product of a concerted effort to assess and
propose meaningful, targeted solutions to the problem of aging transmission

infrastructure.  Mr. Holloway conspicuously fails to offer any criticism of the
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Companies’ analysis or methodology. Nor has Mr. Holloway testified that any specific
expenditures are unnecessary or unreasonable in light of the needs identified by the
Companies. The proposed spending outlined in the Transmission Plan is thorough,
reasonable and does not require adjustment.

Vegetation Management

How did the Companies arrive at the decision to convert from just-in-time tree
trimming to a 5-year cycled approach to vegetation management for its lower
voltage transmission lines?
As Mr. Thompson describes in his testimony, the Companies conducted an analysis of
the cause of outage duration on their transmission system, and determined that at least
19% of all transmission SAIDI minutes were caused by tree interference. Based on the
experience of the Companies’ field technicians, a significant portion of unknown
outages are also likely caused by tree interference. In 2014, the Companies
commissioned an independent transmission program review conducted by
Environmental Consultants, Inc. (“ECI”), to assess their current vegetation
management practices and make recommendations for improvement. The result of that
assessment was a report prepared on February 20, 2015, which the Companies have
produced in response to discovery in these rate case proceedings.®

The ECI report concluded that while the Companies were doing an admirable
job of managing transmission line vegetation under current practices, a cycled approach
to vegetation management was recommended. A cycled approach will assist the

Companies in restoring rights-of way for transmission lines, ultimately resulting in

8 ECI Report, KU Response to KIUC 1-30; LG&E Response to KIUC 1-31.
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reduced unit production cost and reduced planning efforts through reduced aerial
inspections.®  Furthermore, the Companies expect to achieve added safety and
reliability performance once the established rights of way are cleared. The ECI report
included a budget for converting to a 5-year cycled approach. The Companies adopted
the recommendations of the ECI report and have included proposed expenditures for
the 5-year cycled approach in the forecast test year.

Mr. Holloway asserts that the ECI Report did not expressly recommend
conversion to a 5-year cyclical approach. Is that correct?

No. ECI’s first recommendation was for the Companies to “[t]ransition maintenance
program to cyclical maintenance.”® The staffing and budget recommendations
necessary to accomplish the switch to cycled maintenance were based on a 5-year
cycle.

Do you agree with Mr. Holloway that a cyclical approach to transmission line
clearing is the industry norm?

Yes, and that is the approach the Companies are taking with lower voltage lines
pursuant to the ECI report and the Transmission Plan. | reject Mr. Holloway’s assertion
that it is “alarming” that the Companies are just now transitioning to cyclical vegetation
management. Indeed, the ECI report, which was the culmination of ECI’s detailed
examination of the Companies’ current vegetation management practices, including
examination of a large number of the Companies’ lines, concluded that the Companies

have done an admirable job of managing vegetation using just-in-time trimming.

9 ECI Report, at 12.
10 ECI Report, at 4.
1 ECI Report, at 12.
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Mr. Holloway states that a five-year cyclical approach to vegetation management
may be too long based on the FERC Vegetation Management Report attached as
LWH-3 to his testimony. How do you respond?

The FERC report cited by Mr. Holloway identifies a vegetation management study
performed by CN Utility Consulting in 2004, suggesting that a five year cycle for
vegetation management, while industry-standard, may be inadequate.'> However,
FERC was not so absolute in its own findings, recommending that “the Commission
and the states should encourage cost-benefit studies to examine the relative costs and
benefits of current and more aggressive vegetation management practices.”*® That is
precisely what the Companies did in engaging ECI to conduct a detailed vegetation
management review and prepare the resulting study. ECI recommended a five-year
cyclical approach, and that is the approach the Companies are now adopting for lower
voltage lines. A four year cycle would be more expensive for ratepayers and it has not
been shown that a shorter cycle is necessary to maintain adequate line clearance for the
Companies’ transmission lines.

Is there any basis for Mr. Holloway’s assertion that he finds it hard to believe the
Companies can “ramp up” to support the cycled line clearing approach?

None. The Companies have already demonstrated the ability to transition to a cyclical
vegetation management approach for higher voltage transmission lines to comply with
NERC reliability standards.

Does Mr. Holloway recommend any changes to the Companies’ proposed

transition to a 5-year cycled approach to vegetation management?

12 Exhibit LWH-3, at 5, 11.
13 Exhibit LWH-3, at 18.
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No. He purportedly raises it only to “illustrate the significant level of changes the
company is considering to address past neglect of its transmission assets.”!* The
suggestion of past neglect is expressly refuted by the ECI Report and elsewhere in my
testimony.

Mr. Smith and Mr. Kollen both suggest that the cost savings expected after the
first full cycle of line clearing is completed in 2022 is speculative. Do you agree?
Candidly, it is difficult to project with exact precision the cost savings associated with
vegetation management once the lines are cleared due to the existence of numerous
variables. Certainly, some cost efficiencies will be achieved. Expenses associated with
aerial line inspections, which currently occur three times a year, will be reduced after
completion of the first full cycle. Furthermore, the ECI report notes that a cyclical
maintenance schedule will reduce long-term unit production cost (lower vegetation
density and shorter height brush) and open up the possibility of additional contracting
strategies which may further save clearing expenses. | should note however that long-
term cost savings is not the primary driver of the switch to cyclical vegetation
management. The primary driver is improved line safety and reliability.

Mr. Kollen testifies that the expected reliability improvement attributable to five-
year cyclical maintenance is merely “aspirational,” do you agree?

No. | acknowledge that the Companies have not quantified a specific SAIDI or SAIFI
reduction attributable to the cyclical line clearing program, but that is not the same as
saying the expected outage improvement is aspirational. As I indicated previously, the

Companies have already initiated cyclical line clearing for higher voltage transmission

4 Holloway Testimony, at 13.
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lines (200 kV and above) to comply with mandatory NERC reliability standards. On
those higher voltage lines, there have been no tree related outages and no violations of
the relevant standards. The improved vegetation management practices will ensure that
the Companies’ success with higher voltage lines is replicated for lower voltage lines
resulting in fewer tree related outages.

Mr. Kollen asserts that while the Companies are free to change their approach to
vegetation management, such a change does not inherently require added expense.
Is that correct?

No. Mr. Kollen has no relevant professional experience in this area. Conversion to a
five-year cyclical approach to vegetation management inherently requires added
expense until the first cycle can be completed. ECI stated as much in its report: “In
addition, the early years of the conversion to cyclic maintenance may require a higher
budget.”* A primary reason for this is that while clearing activities are required for
the lines going on the cycle, the rest of the lines must still be maintained using existing
practices. Additionally, line clearing for the cycled lines will involve a significant
amount of tree removal which is initially more costly than just-in-time trimming and
herbicide application. The Companies’ Transmission Plan accounts for these added
expenses over the first five-year cycle.

Does KIUC’s Response to LG&E’s Data Request No. 24, which seeks objective
support for Mr. Kollen’s testimony on this point, persuade you that his assertion

is correct?

15 ECI Report, at 12.
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No. To the contrary, it confirms that Mr. Kollen has no objective basis for his assertion
that a change from a targeted to cycled approach to vegetation management does not
inherently require additional maintenance expense. Indeed, KIUC asserts that “Mr.
Kollen does not believe that any empirical studies are necessary to determine that a
change in approach does not inherently require additional maintenance expense.” The
response makes clear that Mr. Kollen has not considered the change in scope or change
in work activities necessitated by a cycled approach to vegetation management,
particularly in the initial years as the first cycle is completed.

There is a discrepancy between the recommended budget in the ECI Report and
the cost estimates for vegetation management in the Transmission Plan. Mr.
Smith points out this discrepancy in his testimony. What accounts for the
difference?

The ECI Report estimated the “total system cost” for implementation of its vegetation
management recommendations to be $56.3 Million.”*®  While the Companies’
projections for the next five years of vegetation management expense are based on the
ECI budget, they are not intended to perfectly align with the ECI projections. It is not
an apples to apples comparison. The Companies’ projections include only the first 4.5
years of the ECI budgeted amount because it contemplates the start of the cycled
clearing program will be in July 2017. The Companies’ projections also include
numerous line items that are not included in the ECI estimates: expenses associated
with the hazard tree removal program, other labor expenses, inspector contract labor,

vegetation LIDAR, and environmental mitigation associated with the Indiana bat. An

16 ECI Report, at 3.
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itemization of all expenses included in the Companies’ vegetation management
projections in the Transmission Plan is attached to my testimony as Rebuttal Exhibit
LEB-2. The difference is not the result of a hidden error or mistake as Mr. Smith seems
to assert, but a reflection of the care taken by the Companies to prepare their own
budget estimates.

What is your response to Mr. Smith’s proposed adjustment, which would cut
O&M spending for vegetation management to base year levels for the forecast test
year?

The adjustment should not be made. Mr. Smith’s proposed adjustment implies that his
opinion is that the cyclical approach to vegetation management should not be
implemented. As an initial matter, this is directly contrary to Mr. Holloway’s testimony
that conversion to a cyclical approach is long overdue. Furthermore, as set forth in the
ECI Report, current levels of spending are barely sufficient to cover the just-in-time
approach and certainly would not cover the transition to a cyclical approach.!’” Mr.
Smith’s adjustment appears to be based on nothing more than his misreading of ECI’s
conclusion that the Companies have done a good job maintaining transmission line
vegetation under current practices. However, the Companies’ current vegetation
management practices and the associated expenses incurred in the base year are not
sustainable over the long term. The encroachment of vegetation into rights of way for
transmission lines will not stop until the rights of way are cleared. Without line clearing

this encroachment will continue, resulting in increased outage frequency and duration

1 ECI Report, at 12.
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due to tree interference with lines, and a corresponding increase in O&M expenditures
for line clearing into the future.

If the cycled approach to vegetation management is not adopted, is base year
spending on vegetation management an appropriate reference for test year
spending as Mr. Smith suggests?

Notatall. As set forth above, even if the Companies do not change to a cycled approach
to vegetation management on lower voltage transmission lines, costs of maintaining
the targeted approach will continue to rise as encroachments into the right of way
continue. The Companies have accounted for the costs to transition to the cycled
approach in their business plans and the Transmission System Improvement Plan. They
have not calculated expense levels if the targeted approach is continued, but such
expenses would exceed base year expenses for the reasons described herein. Thus, an
adjustment of test year spending on vegetation management to base year levels is not
appropriate.

ITO Agreement and RTO Membership

In his testimony, Mr. Holloway suggests that the Commission should review the
performance of the Companies’ ITO, which he refers to as an Independent
Transmission Operator. Please explain what an 1TO is and what functions it
performs for the Companies.

Certainly. The Companies currently have in place a contract with TranServ
International, Inc. (“TranServ”) to serve as the Companies’ Independent Transmission

Organization, not Operator. The contract was expressly approved by the Commission
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in May 2012.18 The Companies’ current contract with TranServ is on file with the
Commission in Case No. 2012-00031. The Companies have recently renewed their
contract with TranServ, with the renewal to take effect on September 1, 2017.%° The
renewal of the TranServ ITO contract was approved by FERC by letter dated March 2,
2017.22  The Companies are required by FERC to have a relationship with an
independent transmission organization to ensure compliance with FERC’s Open
Access Transmission Tariff (OATT), pursuant to FERC Order 888.

As the Commission noted in the order approving the TranServ contract, the
function of an Independent Transmission Organization is to “administer the
Companies’ OATT and, as such, [the ITO] grants and denies transmission service
requests pursuant to the OATT, calculates Available Transmission Capacity, performs
system impact studies for all interconnections, schedules transmission, administers the
Companies’ Open-access Same-time Information System, and is responsible for
compliance with applicable NERC and South-East Reliability Council requirements in
carrying out its ITO functions.”?

In other words, an ITO does not own or maintain any functional control of the
Companies’ transmission assets or infrastructure. Rather, its primary function is to
ensure that the Companies provide open and non-discriminatory access to the

Companies’ transmission system to third parties. TranServ has no oversight of the day-

18 In the Matter of Application of Kentucky Utilities Company and Louisville Gas & Electric Company to Transfer
Control of Certain Transmission Functions, Case No. 2012-00031, Order of May 11, 2012.

19 A copy of the FERC submission letter and the renewed contract with TranServ is attached to my testimony as
Rebuttal Exhibit LEB-3.

20 See FERC Approval Letter, Mar. 2, 2017, attached hereto as Rebuttal Exhibit LEB-4.

2l May 11, 2012 Order at 2-3.

21



10

11

12

13

14

15

16

17

18

19

20

21

to-day operations of the Companies’ transmission system and has nothing to do with
the care and maintenance of the physical infrastructure of the system.

Q. Does Mr. Holloway’s testimony reflect this understanding of the role of the
Companies’ ITO?

A. No. Mr. Holloway’s recommendation that the Companies retain an independent entity
to assess the current ITO’s performance is based on what he perceives to be deficiencies
in the care and maintenance of transmission assets, something that TranServ has no
role in performing.

Is a review of the current ITO’s performance necessary?

No. As set forth above, the Commission approved the Companies’ agreement with
TranServ in 2012. At that time, the Commission concluded that the Companies’
proposal to transfer ITO functions from the previous ITO, SPP, to TranServ should be
approved.?? In so finding, the Commission noted that “such a transfer is for a proper
purpose and is consistent with the public interest because TranServ and MAPPCOR
[its subcontractor] can perform ITO functions for the Companies in compliance with
requirements to provide open access to transmission services at a lower cost to
ratepayers and transmission customers.”?®* Nothing that has occurred since the 2012
Order materially affects this conclusion. Indeed, as set forth above, FERC has now
approved the renewal of the TranServ contract on similar terms.?* TranServ has
properly and cost-effectively performed the narrow functions assigned to it under the

Companies’ ITO agreement.

22 May 11, 2012 Order at 11.

23 May 11, 2012 Order at 11.

2 A summary of the changes to the TranServ contract is contained in the transmittal letter to FERC attached as
Rebuttal Exhibit LEB-3.
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Mr. Holloway also testifies that the Companies should revisit membership in an
RTO. Please explain what an RTO does.

An RTO is a Regional Transmission Organization. RTOs were born out of two major
regulatory initiatives by FERC, Order 888 and Order 2000, designed to facilitate
regional transmission planning, promote reliability, and ensure open and non-
discriminatory access to the transmission system. Membership in RTOs is common in
certain parts of the country, but it is not common in the Southeastern United States,
where the predominant model for utilities is vertical integration, i.e., utilities that
provide generation, transmission and distribution functions.

Do the Companies have experience with membership in an RTO?

Yes. Inresponse to the FERC regulations mentioned above, the Companies elected to
participate as charter members of the Midcontinent Independent System Operator
(MISO) RTO. MISO received FERC approval to act as an RTO in 2001. However,
within a couple years of the Companies’ membership in MISO, the structure and
function of that organization changed in a way that was not beneficial to the Companies
or Kentucky ratepayers. On July 13, 2003, the Commission on its own motion opened
an investigation into the Companies’ membership in MISO, including an assessment
of the costs and benefits of that membership and alternatives to that membership.? As
part of the Commission investigation proceedings, the Companies requested the
Commission to authorize their withdrawal from MISO and instead permit the
Companies to contract with an ITO to satisfy its obligations under FERC Orders 888

and 2000.

%5 In the Matter of Investigation into the Membership of Louisville Gas & Electric Company and Kentucky Utilities
Company in the Midwest Independent Transmission System Operator, Inc., Case No. 2003-00266.
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What were the problems the Companies experienced with membership in MISO?
The reasons behind the Companies’ request to withdraw from MISO were numerous:
(1) with MISO’s structural changes, the benefits of remaining in MISO were
outweighed by its costs; (2) years after the Companies joined, MISO began operating
a Day 2 market, which increased the risk that the Companies would be required to
purchase power to serve their native load at a higher cost than they could generate
themselves; (3) the Companies were forced to cede significant functional control over
their transmission and generation operations and had little say in the governance and
direction of regional transmission resource planning; (4) MISO members were required
to pay for transmission infrastructure improvements in other states which would have
no direct benefit to native load customers; and (5) exit from MISO would not materially
impact the reliability of the Companies’ service to its customers.®

Notably, the AG as intervenor supported the Companies’ request in the case,
concluding that “[t]he areas of expanded activity [of MISO] and the costs for those
activities do not appear to be cost justified for LG&E and KU,” and “[a]bsent the ability
to clearly determine that a gain in reliability is obtained in return for the added cost of
participation in MISO, there appears to be no good reason to continue to participate in
MISO.”%’

Ultimately, the Commission agreed with the Companies (and the AG) that
membership in MISO was not advantageous for the Companies’ customers at the time

and approved the withdrawal.?

% See generally Order entered May 21, 2006 in Case No. 2003-00266.
27 post Hearing Brief of the Attorney General in Case No. 2003-00266, filed April 26, 2004, at 2, 3.
28 May 21, 2006 Order, at 26-27.
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Did RTO membership also present regulatory problems?

According to the Commission, yes. Most notably, the Commission found the
Companies’ participation as a member in MISO’s wholesale energy markets stripped
the power of the Commission to regulate the costs that were factored into the
Companies’ retail rates, because those generation costs would be viewed as wholesale
transactions subject to a FERC tariff and not Kentucky retail tariffs.?® The Commission
also found that when the Companies’ participation in MISO’s Day 2 markets resulted
in a higher cost generation due to manual redispatches of the Companies’ generation
resources, the Commission did not have jurisdiction to disallow these additional costs
because they are wholesale costs subject to the FERC tariff.3° The Commission further
noted concern that MISO’s reach into regional resource adequacy planning and
demand-side management (DSM) usurped functions historically within the
Commission’s jurisdiction.3!

The regulatory challenges attendant with RTO membership are the subject of a
recent case filed by East Kentucky Power Cooperative, in which EKPC alleges that its
RTO, PJM Interconnection, has authorized EKPC customers to participate in wholesale
energy markets in contravention to Kentucky law and Commission precedent, and that
PJM has taken the position that it is not subject to the Commission’s jurisdiction in any
respect.®? Similar jurisdictional concerns were a recurrent subject of the Commission

proceedings adjudicating the Companies’ exit from MISO.

2 May 21, 2006 Order, at 21.
30 May 21, 2006 Order, at 21.
31 May 21, 2006 Order, at 22.

32 In the Matter of the Application of East Kentucky Power Cooperative, Inc. for a Declaratory
Order Confirming the Effect of Kentucky Law and Commission Precedent on Retail Electric
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Q. How did the Companies satisfy FERC open access requirements after the exit

from MISO?

A. Shortly after the Commission approved the Companies’ exit from MISO, it approved

the Companies’ agreement with Tennessee Valley Authority (TVA) to serve as
reliability coordinator and an agreement with Southwest Power Pool, Inc. (SPP) to
serve as ITO, which, in combination, performed the transmission reliability and open
access functions previously served by MISO, without the required participation in
wholesale energy markets typical of RTO membership.*

What is the Companies’ relationship to RTOs now?

The Companies are still members of MISO and another RTO, PJM Interconnection, for
the purposes of participating in wholesale energy markets. Thus, the Companies can
still buy and sell power in those markets, without ceding total functional control over
the dispatch of its generation and transmission facilities.

Q. Mr. Holloway is critical of the analysis that the Companies conducted in 2012 to
assess the costs and benefits of RTO membership. Is Mr. Holloway correct that
assumptions used in that analysis were overly simplistic?

A. No. The assumptions made in the RTO Analysis are reasonable and supported by the
Companies experience in MISO and its internal experts. Mr. Holloway offers no
support for his speculative assertions.

Q. Please explain.

Customers- Participation in Wholesale Electric Markets, Case No. 2017-00129, EKPC Application
filed Mar. 10, 2017, at | 43-44.

33 In the Matter of the Application of Louisville Gas and Electric Company and Kentucky Utilities Company to
Transfer Functional Control of their Transmission Facilities, Case No. 2005-00471, Order entered July 6, 2006.
As discussed earlier in my testimony, the contract with SPP to serve as ITO was eventually replaced by the
contract with TranServ.
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Mr. Holloway argues it is not clear why no FTR/ARR congestion costs or no changes
to Locational Marginal Pricing (“LMP”) were assumed and speculates that neglecting
to consider these costs could greatly impact the costs or benefits of RTO membership.
His testimony offers no affirmative evidence in support of this allegation. In discovery,
when asked to provide any analyses or studies he has performed or participated in
developing regarding utility membership or affiliation with ITOs, TSOs or RTOs, Mr.
Holloway cited only to his participation in a committee that recommended to select
Charles River Associates to perform a cost benefit study of the Southwest Power Pool
RTO Energy Imbalance Services market more than ten (10) years ago.3*

Forecasting future LMP, RTO congestion costs, and FTR/ARR revenues is a
highly complex analysis that is subject to a broad range of variables. Such studies
typically yield a broad range of outcomes. As regulated utilities, the Companies’
objective in selecting FTRs/ARRs is to hedge future exposure to congestion costs (i.e.,
net to zero when considering revenue and cost) and not to speculate based on historical
data. For these reasons and the fact that expecting a certain amount of cost or revenue
could greatly impact the outcome of the analysis, assuming no costs or revenue from
these categories is reasonable.

Mr. Holloway also mentions that the 2012 RTO study did not consider possible
income streams from sales into PJM or MISO capacity markets. The Companies are
aware that these capacity markets have changed and the rules will continue to change
for the foreseeable future, meaning they have not yet matured in the Companies’

opinion. The continuing evolution of the capacity markets coupled with the more

34 Response of AG to LG&E Data Request No. 4.
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important fact that RTO load pays for the revenue to generators and is a significant
offsetting expense led the Company to assume that the net impact of RTO capacity
markets is not significant and no cost or revenue should be assumed.

Would RTO membership assist with cost recovery for jointly dispatched units as
Mr. Holloway suggests?

No. For nearly 20 years, following their merger in 1998, LG&E and KU have jointly
operated and planned their generation and transmission systems according to their
Power Supply System Agreement (PSSA) and Transmission Coordination Agreement.
Both agreements were reviewed by this Commission in connection with the proposed
merger and approved by FERC. Cost recovery for jointly owned or jointly dispatched
generation units is already allocated among LG&E and KU through the PSSA between
the Companies. Fuel cost savings created by the Companies’ joint dispatch of their
generation fleet are distributed through fuel adjustment clause billings. RTO
Membership offers no advantage whatsoever over the PSSA as it pertains to cost
recovery for jointly owned or jointly dispatched units or the distribution of fuel cost
savings from the joint dispatch of the Companies’ generation fleet. Indeed customers
could possibly lose the fuel cost savings if functional control over the dispatch of the
Companies’ generation fleet is transferred to an RTO.

Have the Companies continued to evaluate the costs and benefits of RTO
membership since their exit from MISO in 2006?

Yes. While the Companies have not conducted a formal analysis of RTO membership
since 2012, the Companies continue to evaluate the RTO option and the factors

considered in that analysis, including RTO membership costs and governance,
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infrastructure costs imposed by RTOs on their members, administrative costs, the
Companies’ operating reserves, trade benefits, and transmission revenues from RTO
membership.

Is there any basis for Mr. Holloway’s skepticism that the Companies cannot
conduct an unbiased RTO analysis and therefore a third-party should do it?

Not at all. The Commission has repeatedly reviewed the Companies’ planning
processes and methods in connection with the Companies’ integrated resource plans
and found the process, methods and resulting plans to be reasonable. The Companies
are in the best position to assess their demand, costs, transmission needs, and risk
tolerance into the future, and compare those needs to the advantages and disadvantages
associated with RTO membership, and are therefore best situated to perform the
ongoing analysis and any more formal analysis in the future. Like his other assertions,
Mr. Holloway’s testimony provides no evidence supporting his skepticism.

Generation Plant Scheduled Outage Expense

Two intervenors, KIUC and Kroger, have proposed an adjustment to the
Companies’ forecasted generation plant scheduled outage expense. Please
describe the proposals.

On behalf of KIUC, Mr. Kollen proposes to “normalize” generation plant scheduled
outage expense to an average of the past five years, rather than what is actually
forecasted in the test year. Mr. Kollen notes that because major outage maintenance is
cyclical, a normalized expense will allow the Companies to recover less than forecasted
expenses in the test year, but more than actual costs in years where fewer planned

outages are scheduled.
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On behalf of Kroger, Mr. Townsend also proposes to normalize the Companies
forecasted scheduled outage expense, but based on a four-year historical average,
adjusted for retired generation plant (Green River 3 and 4, Haefling 3) and new
generation plant (Cane Run 7).

Do either Mr. Kollen or Mr. Townsend question the need to conduct any of the
scheduled outage activities planned for the forecast test period?

No. They simply question the manner in which the Companies should be permitted to
recover those costs in base rates.

Do you agree with the proposals of the intervenors that forecasted scheduled
outage expense should be normalized to reflect historic expenses?

No. As I set forth in my testimony below, historical scheduled outage expense is not
necessarily a good indicator of future outage expense. Major outage maintenance is
cyclical, and a five-year historical average will not accurately reflect scheduled outage
maintenance activities that must be performed during the forecast test year, nor is it
representative of the overall eight-year cycle of scheduled outage maintenance at the
Companies’ generation stations. Two generation units constructed during the past 8-
year cycle, Trimble County 2 and Cane Run 7, are due, respectively, for their first major
outage maintenance, and costs associated with maintaining those units are not reflected
in historic averages. Furthermore, as new technology, particularly ECR controls, has
been added to the Companies’ generation plant, scheduled outage maintenance has
become increasingly complex, more costly, and requires a longer period of time to

complete.
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The Companies have gained experience over many years in forecasting
scheduled outage maintenance expenses for planning and budgeting purposes. Their
forecasts are much more likely to reflect actual expenses going forward than historical
averages.

How do the Companies plan and conduct outage-related generation maintenance
activities?

Generation units are subject to regular outage maintenance schedules. These outages
are carefully scheduled to ensure that the Companies can serve their native load and
maintain adequate reserve margin at all times. Major turbine/generator maintenance
outages on both coal-fired and combustion turbine units are typically scheduled on
either a seven or eight year cycle for a particular unit. The duration of these outages
varies, but many last around six to eight weeks. Other significant maintenance on the
generation plant is performed during major turbine/generator outages. Boiler overhauls
on coal-fired units are performed more often, around every two years. In addition to
major turbine overhauls, combustion turbine units are subject to combustor inspections
roughly every other year, and hot gas path inspections approximately every four years.
Other minor planned outage inspections and maintenance activities are scheduled more
frequently, with the timing dependent on the requirements of the individual unit.®
Why are scheduled outage maintenance expenses projected to be higher in the
forecast test year than in recent years?

The Companies acknowledge that unit outage maintenance schedules can sometimes

cause fluctuations in outage-related expense from year to year. For example, no turbine

3 For a detailed explanation of how inspection and outage intervals are calculated and what they involve, please
refer to KU’s response to AG 2-100 and Kroger 2-8 and LG&E’s response to AG 2-116 and Kroger 2-8.
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overhauls were conducted on Mill Creek generating units in either 2015 or 2016, which
reduces the historical outage expense associated with these units over a five-year time
horizon. But Mill Creek 2 is due for a turbine overhaul in the spring of 2018, during
the forecast test period. The outage maintenance must be performed at that time to tie
in new environmental equipment designed to reduce coal combustion residuals as
required by regulation. Likewise, Trimble County Unit 1 has not been subject to a
turbine overhaul since 2009, and Trimble County 2, which went into commercial
operation in 2011, is due for its first turbine overhaul during the forecast test period.
E.W. Brown Unit 2 is also due for a major turbine overhaul during the forecast test
period.

However, planned maintenance schedules are not the only reason that outage
expenses are projected to be higher in the forecast test period. Many other factors play
a role. Due to the relatively low price of natural gas, the Companies’ combustion
turbines are being dispatched more frequently to minimize fuel costs to customers,
which results in increased maintenance activities for those units. Furthermore,
retirement of older coal-fired units and installation of more efficient generation units,
like Cane Run 7, materially impacts scheduled outage maintenance methodologies and
planned expenditures, such that historical outage maintenance expenses are simply not
comparable to planned expenses.

Planned outage maintenance is now more complex than ever, leading to
additional cost. In particular, installation of environmental controls on the Companies’
generating units has increased the complexity of outage-related maintenance.

Furthermore, the scope of outage maintenance grows and becomes more costly as
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generation plant ages, in the same way that maintenance on a vehicle becomes more
involved as the vehicle ages and parts are in need of replacement. As a result, future
outage maintenance on a particular generating unit will naturally involve added
complexity and added cost.
In light of your testimony, what is your recommendation to the Commission
regarding KIUC’s and Kroger’s proposed scheduled outage normalization
adjustments?
The Commission should reject these adjustments. As | describe herein, historical
scheduled outage expenditures are not indicative of the Companies’ future
expenditures, and thus are not reflective of the Companies’ actual costs to incur needed
outage-related maintenance. Neither Mr. Holloway nor Mr. Townsend has accounted
for the nature and scope of outage maintenance activities that must be performed on
the Companies’ generation fleet during the forecast test year. Neither has considered
that changes in generating unit utilization affect needed maintenance going forward.
Neither has accounted for increased complexity attendant with outage maintenance of
generation assets as they age. Mr. Kollen has not even accounted for the changes in
the composition of the Companies’ generation fleet (retired units and new units) in
proposing his adjustment.

Although unexpected contingencies will undoubtedly occur, the Companies
have become sophisticated in projecting scheduled outage expenses based on forecasts.
Those forecasts are the best indicators of actual cost and should be included in the

Companies’ base rates.
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Plant Demolition

What major generation plant demolition is scheduled before the end of the
forecast test year?

As discussed in Mr. Thompson’s testimony, the Companies are planning for the
demolition of retired coal-fired generation plant at Cane Run, Green River and Paddy’s
Run. The Cane Run project includes demolition of those coal-fired units for which
generation capacity was replaced by Cane Run 7. The Paddy’s Run demolition is in
progress and is expected be complete by the end of 2017. For a detailed report on the
status of these demolition projects, see KU’s response to KIUC 1-10.

In the context of his discussion regarding net terminal salvage in the Companies’
proposed depreciation rates, Mr. Kollen suggests that utilities should be required
to retire generation units in place as a matter of course, and demolish them only
when there is a legal obligation to do so or it is cost-beneficial to do so. How do
you respond?

Legal requirements and cost are not the only factors relevant to determining whether to
retire generation plant in place or demolish it. The Companies must also consider
safety issues associated with decommissioned generating units and the wisdom of
leaving such units in place indefinitely. The Companies must consider doing what is
in the best interests of their customers, their workforce and the surrounding
communities. The Companies must also consider options for the best utilization of
property at its generation stations. Demolition of generation plant provides the
Companies more flexibility in planning the use of space long into the future.
Furthermore, the cost of maintaining and securing decommissioned generation plant is

not predictable. As these assets continue to age, maintenance expense could be
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significantly higher than originally projected. Other unexpected events like vandalism
and flooding at decommissioned facilities present potential safety, liability, and
expense-related risks.

In the end, the Companies are in the best position to determine whether
demolition of generation units or retirement in place best suits the needs of customers.
While legal considerations and cost analysis are certainly factors in that determination,
they should not be dispositive factors and should not create a presumption that retiring
generation facilities in place is the best course of action in every circumstance. If that
were the case, retired generation plant may never be demolished.

In the case of the Companies’ planned demolitions at Paddy’s Run, Cane Run
and Green River, the Companies determined that demolition was the proper action from
a safety standpoint, and that any excess cost associated with demolition versus
retirement in place was offset by the risk of uncertainty of costs associated with
maintaining the decommissioned facilities long into the future. Mr. Kollen’s testimony
offers only speculative assertions and no affirmative evidence to show the planned
demolitions can be delayed without compromising safety and potential increases in
demolition costs in the future.

Does this conclude your testimony?

Yes, it does.
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VERIFICATION
COMMONWEALTH OF KENTUCKY )
COUNTY OF JEFFERSON ; >
The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says that he is
Senior Vice President — Operations for Kentucky Utilities Company and Louisville Gas
and Electric Company and an employee of LG&E and KU Services Company, and that
he has personal knowledge of the matters set forth in the foregoing testimony, and that

the answers contained therein are true and correct to the best of his information,

knowledge and belief.
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APPENDIX A

Lonnie E. Bellar
Senior Vice President, Operations
LG&E and KU Services Company
220 West Main Street
Louisville, Kentucky 40202
Telephone: (502) 627-4830

Education

Bachelors in Electrical Engineering;
University of Kentucky, May 1987

Bachelors in Engineering Arts;
Georgetown College, May 1987

E.ON Academy, Intercultural Effectiveness Program: 2002-2003

E.ON Finance, Harvard Business School: 2003
E.ON Executive Pool: 2003-2007

E.ON Executive Program, Harvard Business School: 2006
E.ON Academy, Personal Awareness and Impact: 2006
Tuck Executive Education Program, Dartmouth University: 2015

Professional Experience

LG&E and KU Services Company
Senior Vice President, Operations
Vice President, Gas Distribution
Vice President, State Regulation and Rates

E.ONUS. LLC

Vice President, State Regulation and Rates

Director, Transmission

Director, Financial Planning and Controlling

General Manager, Cane Run, Ohio Falls and
Combustion Turbines

Director, Generation Services

Manager, Generation Systems Planning

Group Leader, Generation Planning and
Sales Support

Kentucky Utilities Company
Manager, Generation Planning
Supervisor, Generation Planning
Technical Engineer I, Il and Senior,
Generation System Planning

Jan. 2017 — Present
Feb. 2013 -Jan. 2017
Nov. 2010 — Jan. 2013

Aug. 2007 — Nov. 2010
Sept. 2006 — Aug. 2007
April 2005 - Sept. 2006

Feb. 2003 — April 2005
Feb. 2000 — Feb. 2003
Sept. 1998 — Feb. 2000
May 1998 — Sept. 1998
Sept. 1995 — May 1998
Jan. 1993 — Sept. 1995

May 1987 — Jan. 1993



Professional Memberships

Institute of Electrical and Electronics Engineers

Civic Activities

E.ON U.S. Power of One Co-Chair — 2007

Kentucky Science Center — Board of Directors — 2008—Present

Metro United Way Campaign — 2008

UK College of Engineering Advisory Board — 2009 — Present

American Gas Association — Board of Directors — 2013 — Present

Southern Gas Association — Board of Directors — 2013 — Present

Greater Louisville, Inc. — Board of Directors, Executive Committee — 2016—Present
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Matthew G. Bevin

Governor Michael J. Schmitt
Chairman

Charles G. Snavely Commonwealth of Kentucky
Secretary Public Service Commission Robert Cicero
Energy and Environment Cabinet 211 Sower Bivd. Vice Chairman

P.0O. Box 615
Frankfort, Kentucky 40602-0615 Daniel E. Logsdon Jr.
Teiephone: (502} 564-3940 Commissioner
Fax: (502) 564-3460
psc.ky.gov

February 13, 2017

Christopher M. Garrett
LG&E and KU Energy LLC
220 West Main Street
P.O. Box 32010

Louisville, KY 40232

Re: Construction Monitoring of the 2011 ECR Compliance Plans for Louisville Gas &
Electric and Kentucky Utilities Company

Dear Mr. Garrett,

On January 20, 2017, the Kentucky Public Service Commission received from you the
21t quarterly update and final report summarizing the 2011 ECR Compliance Plans for
Louisville Gas & Electric Company (LG&E) and Kentucky Utilities Company (KU) (jointly
“the Companies”).

The Companies’ environmental compliance plans were approved by the Commission in
Case Nos. 2011-00161 (KU) and 2011-00162 (LG&E). In approving the environmental
compliance plans, the Commission found. it appropriate to utilize the assistance of an
external consultant, to monitor and report the progress of the construction of the approved
projects. The selected consultant, Vantage Consulting, LLC, has submitted its final report
regarding the projects.

The original estimated capital cost of the projects totaled $2.301 billion. The final
estimated total cost of the projects is $2 billion. The projects, which will be completed
well under budget, within original schedules, and with an outstanding safety record, must
be considered very successful by any standard. Commission Staff expresses its
appreciation for the Companies’ efforts in keeping Vantage and Staff informed regarding
the progress of the environmental projects, and appreciates the professional manner in
which the Companies have assisted this review.

were!y,
Lm/
Da rll;l7E ewb

Director, Financial Analysis

KentuckyUnbridledSpirit.com Ke)fn(d(yE > An Equal Opportunity Employer M/F/D
UNEBRIDLED SPIRIT -
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Comparison of Projected Vegetation Management Expenses, Combined Companies

Transmission Plan Budget (2017 — 2021) v. ECI Report (5 year projection)

$ Millions
Budget ECI
Vegetation Management Crews 46.1
Aerial Spraying 4.7
Sub-total 50.9 56.3
Labor 3.1
Hazard Tree 53
Inspector Contract Labor 2.2
Indiana Bat Mitigation 2.1
Vegetation LiDAR 0.4
Sub-total 13.2 -
Total 64.1 56.3
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Jennifer Keisling
Senior Corporate Attorney
[ LG&E/KU Energy, LLC
=9
& ® \\. ®

220 West Main Street
Louisville, Kentucky 40202
T (502) 627-4303
jennifer.keisling@Ilge-ku.com

AN
EERE

i

January 25, 2017

Hon. Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426

Re: Louisville Gas and Electric Company and Kentucky Utilities Company;
Docket No. ER17- -000

Dear Secretary Bose:

Pursuant to Section 205 of the Federal Power Act, and Part 35 of the Federal Energy
Regulatory Commission’s (“FERC” or the “Commission™) regulations,? Louisville Gas and
Electric Company (“LG&E”) and Kentucky Utilities Company (“KU”) (collectively,
“LG&E/KU”), hereby tender for filing a new Independent Transmission Organization
Agreement (“ITO Agreement”) between LG&E/KU and TransServ International, Inc.
(“TranServ”). As discussed herein, the existing agreement between LG&E/KU and TranServ
expires on August 31, 2017. The terms of the ITO Agreement being submitted with this filing
are substantially similar to the terms of the currently effective ITO Agreement located at
Attachment Q to the LG&E/KU Joint Pro Forma Open Access Transmission Tariff (“OATT”),
with a few modifications discussed further herein.

LG&E/KU respectfully request an effective date for the new ITO Agreement of
September 1, 2017. LG&E/KU respectfully request waiver of the Commission’s 120-day prior
notice limit for consideration of the ITO Agreement now, to ensure that the new agreement has
been accepted for filing well in advance of that date.

I. BACKGROUND

LG&E/KU are both public utilities and are wholly-owned subsidiaries of LG&E/KU
Energy LLC, a public utility holding company and a wholly-owned subsidiary of PPL
Corporation (“PPL”). PPL is headquartered in Allentown, Pennsylvania. LG&E is an electric
and natural gas utility based in Louisville, Kentucky. LG&E currently serves customers in

1 16 U.S.C. § 824d (2016).

2 18 C.F.R. Part 35 (2016).

29919359v5
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The Honorable Kimberly D. Bose
January 25, 2017
Page 2

Louisville and 16 surrounding counties. KU is an electric utility, based in Lexington, Ky.,
serving 77 Kentucky counties and five counties in Virginia.

LG&E/KU withdrew from the Midwest Independent Transmission System Operator, Inc.
(“MISO”) regional transmission organization (“*RTO”) in 2006.% As a means of addressing
certain market power concerns that had previously been addressed by LG&E/KU’s participation
in the RTO, LG&E/KU proposed to utilize an ITO.* The ITO administers the terms of the
OATT and processes transmission service and generator interconnection requests, while
LG&E/KU, in their role as the Transmission Owner, provide the actual service to customers.

LG&E/KU selected Southwest Power Pool, Inc. (“SPP”) as the first ITO for the
LG&E/KU system. LG&E/KU withdrew from MISO on September 1, 2006, and began working
with SPP as the ITO. On August 30, 2011, LG&E/KU requested Commission approval of a new
ITO agreement with TranServ, to be effective when SPP’s agreement terminated on August 31,
2012.° LG&E/KU proposed that TranServ, together with its subcontractor MAPPCOR, perform
the functions that SPP had previously performed as the ITO.® By order dated December 15,
2011, the Commission conditionally accepted TranServ as the new ITO, effective September 1,
2012.” Subsequently, in 2015, MAPPCOR tendered its Notice of Contract Termination to
TranServ, effective August 31, 2015. On September 1, 2015, TranServ assumed all duties that
were initially subcontracted to MAPPCOR under the terms of the ITO Agreement.®

TranServ’s current ITO contract expires on August 31, 2017. LG&E/KU and TranServ
have negotiated and executed a new ITO Agreement, which lays out the terms and conditions
pursuant to which TranServ will perform the ITO functions under the OATT, beginning
September 1, 2017.

8 Louisville Gas and Elec. Co., et al., 114 FERC 1 61,282 (2006).

4 Id. at PP 66, 80.

5 Louisville Gas and Elec. Co., Docket Nos. ER11-4396-000 and EC98-2-000, Filing of Replacement ITO
Proposal (Aug. 30, 2011).

6 Id. at 1.

7 Louisville Gas and Elec. Co., 137 FERC 1 61,195 (2011).

8 Louisville Gas and Elec. Co., Docket No. ER15-1901-000, Filing of Revised Attachment Q ITO

Agreement (June 11, 2015).

29919359v5
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DESCRIPTION OF THE PROPOSED ITO AGREEMENT AND MODIFICATIONS
FROM THE CURRENTLY EFFECTIVE VERSION

The new ITO Agreement with TranServ continues many of the terms of the existing

agreement. For example, TranServ will continue perform its duties in an independent, fair, and
nondiscriminatory manner, in accordance with Good Utility Practice, the terms and conditions of
the OATT, all applicable laws and regulatory requirements (including reliability standards), and
any methodologies, process, or procedures that LG&E/KU may develop to ensure system
reliability and legal/regulatory compliance.® TranServ will also continue to coordinate with
Tennessee Valley Authority in its role as the Reliability Coordinator for LG&E/KU’s system.°
However, TranServ and LG&E/KU have agreed to some modifications to the ITO Agreement in
order to clarify their respective rights and obligations moving forward:

TranServ will cooperate with all reasonable requests by LG&E/KU for information,
interviews with TranServ personnel, or other support that may be needed to investigate
possible FERC, NERC or other compliance violations or prepare for or respond to
compliance-related audits, self-certifications, and other inquiries by Regulatory Authorities
(whether internal or external).!

TranServ will be prohibited from hiring current or former Company employees until at least
one (1) year subsequent to the Company employee’s separation from Company. Likewise,
Company is prohibited from hiring current or former TranServ employees until one (1) year
subsequent to the TranServ employee’s separation from TranServ.

TranServ shall provide prompt notice of new TranServ Personnel or TranServ Designees to
Company to assure new persons undergo FERC Standards of Conduct training within the
first thirty (30) days of their employment with TranServ.

Under the new ITO Agreement Compensation for TranServ will be $2,479,543.56 (subject to
increases or decreases if there are changes to the services that TranServ provides, as detailed
in Section 5 of Appendix A to the ITO Agreement) for the first year of service.*? This
amount will increase 1.5% for each Contract Year under the contract, rather than a 2.5%
annual increase under the currently-effective contract.®®* LG&E/KU will also reimburse

10

11

12

13

ITO Agreement at Section 1.3.
ITO Agreement at Section 1.2.
Id.

ITO Agreement at Section 3.1.

Id.
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TranServ for certain out-of-pocket costs (such as legal support or travel and lodging related
to performance of the ITO services).!*

The new ITO agreement has removed the provisions which previously obligated LG&E/KU
to pay TranServ a true-up payment if TranServ did not receive a minimum level of revenue
for System Impact Studies or Interconnection Feasibility Studies.®

The term of the new ITO Agreement will begin on September 1, 2017.% Once effective, the
ITO Agreement will continue for an initial term of five years, with additional one-year term
extensions.?” The parties have added a new provision stating that three hundred and sixty
days prior to the conclusion of the initial term either party may notify the other, in writing, of
a desire to amend terms or pricing of the ITO Agreement for the subsequent terms.*® If no
such amendment is agreed upon by 180 days prior to the beginning of the first subsequent
term, the ITO Agreement will terminate on the later of (i) the conclusion of the initial term,
as defined above, or (ii) receipt of the required regulatory approvals.'® The ITO Agreement
may be terminated at the end of a term upon 180 days’ notice by either party,? on the fifth
anniversary of the agreement’s effective date.?!

The parties have added a provision regarding early termination, stating that LG&E/KU may
terminate the ITO Agreement if the guaranty that TranServ executed November 29, 2016 in
favor of LG&E/KU is terminated, and TranServ does not provide a satisfactory replacement
guaranty.?

Appendix A to the ITO Agreement, which details the specific duties for TranServ to carry
out as the ITO, remains largely unchanged. The only changes to that appendix are:

0 An addition to Section 3.1.5 regarding transmission planning, that both parties will
communicate openly and in a timely manner; each will perform their respective work;

14

15

16

17

18

19

20

21

22

ITO Agreement at Section 3.2.
Compare ITO Agreement at Section 3.3 with 2012 ITO Agreement at Section 3.3.

ITO Agreement at Section 4.1.

ITO Agreement at Section 4.2.
ITO Agreement at Section 4.3.

ITO Agreement at Section 4.10.

29919359v5
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and both will continually work together to improve mutual and individual processes
in a joint effort to assure work is completed pursuant to Company standards and
deadlines.

o Clarifications to Section 5, that TranServ’s compensation may be modified up or
down as the result of modifications to the service functions, and that a change to a
service function requiring a reduction in personnel qualifies as a Major Change
requiring a Change Order prior to implementation.

CONTENTS OF FILING, COMMUNICATIONS, EFFECTIVE DATE, WAIVER

In addition to this Transmittal Letter, LG&E/KU have included the following:

= An executed copy of the new ITO Agreement with TranServ;

= A blackline version of the ITO Agreement, showing the revisions to the 2012 ITO
Agreement.

All communications with regard to this filing should be directed to the following persons:

Jennifer Keisling Anne K. Dailey

Senior Counsel TROUTMAN SANDERS LLP

LG&E/KU Energy LLC 401 9th St. N.W., Suite 1000

220 West Main Street Washington, D.C. 20004

Louisville, KY 40202 Phone (202) 274-2870

Phone (502) 627-4303 e-mail: anne.dailey@troutmansanders.com

e-mail: jennifer.keisling@Ige-ku.com

LG&E/KU propose an effective date of September 1, 2017 for the new ITO Agreement
as contained in Attachment Q. LG&E/KU respectfully request waiver of the 120-day limitation
for Section 205 filings to permit submission of the new ITO Agreement now. LG&E/KU believe
that the terms of the ITO Agreement are just and reasonable; however, early consideration of the
ITO Agreement will provide LG&E/KU and TranServ sufficient time to address any issues in the
event the Commission requires any changes.

LG&E/KU respectfully request a waiver of any portion of Section 205 or 18 C.F.R. Part
35 that has not been satisfied by this filing.

LG&E/KU respectfully request that the Commission find that the new ITO Agreement
with TranServ is just and reasonable, and accept it for filing for the reasons described herein.

29919359v5
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The Honorable Kimberly D. Bose
January 25, 2017
Page 6

IV. CONCLUSION

WHEREFORE, for the foregoing reasons, LG&E/KU hereby respectfully request (1) that
the Commission accept their proposed agreement with TranServ for filing pursuant to FPA
Section 205 with an effective date of September 1, 2017, and (2) that the Commission grant

waiver as requested herein.

29919359v5

Respectfully submitted,

/s/ Jennifer Keisling

Jennifer Keisling

Senior Counsel

LG&E/KU Energy LLC

220 West Main Street
Louisville, KY 40202

(502) 627-4303
jennifer.keisling@Ige-ku.com

Anne K. Dailey

TROUTMAN SANDERS LLP

401 9th Street, NW

Washington, DC 20004
202-274-2870
anne.dailey@troutmansanders.com

Attorneys for Louisville Gas and Electric
Company and Kentucky Utilities Company
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INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT

This Independent Transmission Organization (“ITO”) Agreement (this “Agreement”) is entered
into on September 1, 2017, between Louisville Gas and Electric Company and Kentucky
Utilities Company, corporations organized pursuant to the laws of the Commonwealth of
Kentucky (collectively, “Company™), and TranServ International, Inc., an entity organized
pursuant to the laws of Delaware (“TranServ”). Company and TranServ may sometimes be
individually referred to herein as a “Party” and collectively as the “Parties.”

WHEREAS, Company owns, among other things, an integrated electric transmission system
(“Transmission System”), over which open access transmission service is provided to customers
in the Company’s Balancing Authority Area (as that term is defined by the North American
Electric Reliability Corporation (“NERC™));

WHEREAS, the Company has an Open Access Transmission Tariff (“OATT”) on file with the
Federal Energy Regulatory Commission (“FERC”)

WHEREAS, Company’s current contract with TranServ is scheduled to expire on August 31,
2017;

WHEREAS, Company desires that, upon expiration of the current contract, TranServ will
continue its work under this Agreement, as detailed herein;

WHEREAS, Company remains the owner of its Transmission System and shall be the ultimate
provider of transmission services to Eligible Customers (as defined in the OATT), including the
sole authority to amend the OATT;

WHEREAS, TranServ: (i) is independent from Company; (ii) possesses the necessary
competence and experience to perform the functions provided for hereunder; and (iii) is willing
to perform such functions under the terms and conditions agreed upon by the Parties as set forth
in this Agreement; and

WHEREAS, as part of Company’s goal to maintain independence in the operation of its
Transmission System in order to prevent any exercise of transmission market power, Company
entered into a Reliability Coordinator Agreement (the “Reliability Coordinator Agreement™) with
the Tennessee Valley Authority, NERC-certified reliability coordinator (the “Reliability
Coordinator”), pursuant to which the Reliability Coordinator provides to Company certain
required reliability functions.

NOW THEREFORE, in consideration of the mutual promises contained herein, and other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
Parties hereby agree as follows:

Section 1 -  Services to be Provided; Standards of Performance

1.1 Services. TranServ shall perform, or cause to be performed, the services described in
Appendix A hereto as well as any obligations expressly assigned to the ITO under the OATT
(“ITO Services™) during the Term in accordance with the terms and conditions of this
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Agreement, subject to modification pursuant to Section 1.4 hereto.

1.2  Coordination with Reliability Coordinator. In conjunction with its performance of ITO
Services, TranServ shall coordinate and cooperate with the Reliability Coordinator in accordance
with the terms of the OATT and all NERC and SERC Reliability Corporation (“SERC”)
requirements. TranServ shall provide to the Reliability Coordinator, subject to the terms and
conditions of this Agreement, including TranServ’s obligations with respect to Confidential
Information in Section 10, any information that the Reliability Coordinator may reasonably
request in order to carry out its functions under the Reliability Coordinator Agreement, which

agreement is included in the OATT.
1.3 TranServ Performance; Compliance.

1.3.1 Performance. TranServ, TranServ Personnel and any TranServ Designee (as
defined in Section 17.5) shall perform TranServ’s obligations (including ITO Services)
under this Agreement:

(a) in an independent, fair, and nondiscriminatory manner; and
(b) in accordance with:

(i) any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light
of the facts known at the time the decision was made, could have been expected to accomplish
the desired result at a reasonable cost consistent with good business practices, reliability, safety
and expedition (“Good Utility Practice”). Good Utility Practice is not intended to be limited to
the optimum practice, method, or act to the exclusion of all others, but rather to be acceptable
practices, methods, or acts generally accepted in the region, including those practices required by
Federal Power Act Section 2 14(a)(4);

(ii)  the terms and conditions of the OATT;

(iii)  all applicable laws and the requirements of federal and state
regulatory authorities, including the Kentucky Public Service Commission (“KPSC”),
Department of Energy (“DQE”), FERC, NERC, SERC, and the North American Electric
Standards Board (“NAESB”) (collectively, “Regulatory Authorities™); and in fulfilling this
requirement in this subsection (iii), TranServ will cooperate with all reasonable requests by
Company for information, interviews with TranServ personnel, or other support that may be
needed to investigate possible FERC, NERC or other compliance violations or prepare for or
respond to compliance-related audits, self-certifications, and other inquiries by Regulatory
Authorities (whether internal or external); and

(iv)  any methodologies, processes, or procedures relating to
ITO Services which Company may develop and which Company determines are necessary or
appropriate to ensure safe and reliable system operations and compliance with all applicable laws
and the applicable requirements of Regulatory Authorities.

1.4  Changes to ITO Services. The Parties agree that all changes to ITO Services resulting
from legal and regulatory developments, as well as Company requests, shall be assessed using a
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change order process. This process will include a written assessment of impacts to ITO Services
consistent with Section 5 of Appendix A. Changes will be implemented only after mutual
execution of a change document, which may be titled a Change Order or an Amendment. If the
Parties are unable to agree on whether a change constitutes a “Minor Change,” or a “Major
Change,” as those terms are used in Section 5 of Appendix A, such Dispute shall be resolved in
accordance with Section 3.6.

Section2- Independence and Standards of Conduet

2.1  TranServ Personnel. All ITO Services shall be performed by staff members of TranServ
(“TranServ Personnel”) or TranServ Designees. No TranServ Personnel or TranServ Designee
shall also be employed by Company or any of its Affiliates (as defined in FERC’s regulations, 18
C.F.R. § 35.34(b)(3) (2011)). TranServ, TranServ Employees, and TranServ Designees shall (i)
be Independent of and (ii) shall not discriminate against Company, any of its Affiliates, or any
Tariff Participant. For purposes of this Agreement: (a) “Independent” shall mean that TranServ,
TranServ Personnel, and any TranServ Designees are not subject to the control of Company, its
Affiliates or any Tariff Participant, and have full decision-making authority to perform all ITO
Services in accordance with the provisions of this Agreement. Any TranServ Personnel or
TranServ Designee owning securities in Company, its Affiliates or any Tariff Participant shall
divest such securities within six (6) months of first being assigned to perform such ITO Services,
provided that nothing in this Section 2.1 shall be interpreted or construed to preclude any such
TranServ Personnel or TranServ Designee from indirectly owning securities issued by Company,
its Affiliates or any Tariff Participant through a mutual fund or similar arrangement (other than a
fund or arrangement specifically targeted toward the electric industry or the electric utility
industry or any segment thereof) under which the TranServ Personnel or the TranServ Designee
does not control the purchase or sale of such securities. Participation by any TranServ
Personnel or TranServ Designee in a pension plan of Company, its Affiliates or any Tariff
Participant shall not be deemed to be a direct financial interest if the plan is a defined-benefit
plan that does not involve the TranServ Personnel’s or TranServ Designee’s ownership of the
securities; and (b) “Tariff Participant” shall mean Company Transmission System customers,
interconnection customers, wholesale customers, affected transmission providers, any Market
Participant (as defined in FERC’s regulations, 18 C.F.R. § 35.34(b)(2) (2011)) and similarly
qualified third parties within the Company Balancing Authority Area. For the avoidance of
doubt, Company shall have no veto authority over the selection of TranServ Personnel or
TranServ Personnel matters, including TranServ’s appointment of a TranServ Project Manager
(as provided in Section 8.2) except that the Company and TranServ hereby agree that TranServ
shall be prohibited from hiring current or former Company employees until at least one (1) year
subsequent to the Company employee’s separation from Company. Likewise, Company is
prohibited from hiring current or former TranServ employees until one (1) year subsequent to the
TranServ employee’s separation from TranServ.

2.2  Standards of Conduct Treatment. All TranServ Personnel and TranServ Designees
performing work under this Contract shall be treated, for purposes of the FERC’s Standards of
Conduct (18 C.F.R. Part 358 ), as transmission function employees. All restrictions relating to
information sharing and other relationships between marketing function employees and
transmission function employees, as those terms are defined in the Standards of Conduct,
including the non-discrimination requirements contained therein, shall apply to TranServ
Personnel and TranServ Designees performing work under this Contract, or likely to become
privy to transmission function information. Said TranServ Personnel and TranServ Designees
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shall participate in any Standards of Conduct training that the Company may request for
compliance purposes. TranServ shall provide prompt notice of new TranServ Personnel or
TranServ Designees to Company to assure new persons are trained within the first thirty (30)
days of their employment with TranServ.

Section3 - Compensation; Billing and Payment; Performance Review

3.1  Compensation for Services. Company shall pay to TranServ an annual fee for
performance of the ITO Services (“Annual Fee”). The Annual Fee (subject to increases or
decreases in accordance with Section 5 of Appendix A) shall be $2,479,543.56 for the first
Contract Year and shall escalate by one and five/tenths percent (1.5%) of the prior year’s Annual
Fee for each Contract Year thereafter.

3.2  Out-of-Pocket Costs. Company shall reimburse TranServ for actual out-of-pocket third
party costs and expenses, without markup, for (a) regulatory legal support that is reasonably
allocable to TranServ’s performance of ITO Services, provided that in no event shall Company
reimburse TranServ for legal fees associated with any actual or potential Dispute under this
Agreement, (b) travel and lodging that are reasonably allocable to TranServ’s performance of
ITO Services and (c) setting up regular stakeholder meetings (collectively, (a), (b) and (c) are
“Qut-of-Pocket Costs™); provided, however, that all Out-of-Pocket Costs subject to
reimbursement under this Section 3.2 must be reviewed and approved by Company prior to
TranServ incurring such expense.

3.3 Payment.

3.4.1 Monthly Pavment. TranServ shall deliver to Company monthly invoices by
regular mail, facsimile, electronic mail or such other means as the Parties agree. Such
invoices shall set forth (i) one-twelfth (1/12) of the Annual Fee for each month in
advance, and (ii) any Out-of-Pocket costs incurred during the previous month, provided
however, that travel expenses occurring on the last three (3) days of each month may be
carried over to future invoices for ease of administration. Company shall make payment
of the amount invoiced by wire transfer in immediately available funds to an account
specified by TranServ not later than the thirtieth (30%") day after receipt of the invoice,
unless such day is not a business day, in which case on the next business day. All such
payments shall be deemed made when said wire transfer is received by TranServ.
Overdue payments shall accrue interest calculated at the FERC interest rate as defined in
18 CF.R. §35.19a(2)(iii)(A) (2011) (“FERC Interest Rate™).

34 Annual Review.

3.4.1 Annual Review. Commencing at the end of each Contract Year, no later than
sixty (60) days after the end of each Contract Year, TranServ shall determine and deliver
to Company a calculation of TranServ’s actual labor in providing ITO Services for the
preceding Contract Year (“Annual Labor”). The Annual Labor calculation shall detail
the job title and number of full-time employees assigned to ITO Services, and the number
of hours spent in performing ITO Services. The Annual Labor shall also include the
hours for any tasks which TranServ outsourced to TranServ Designees.

3.5 Compensation Disputes. Notwithstanding the Dispute resolution provisions in Section
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8.3, for any Disputes concerning compensation under this Section 3, Company shall timely file
notice of such Dispute with FERC and request that FERC resolve such Dispute. TranServ
retains the authority to file notice with FERC of any such Dispute if it so desires. [f either Party
in good faith disputes any invoice submitted by the other Party pursuant to this Agreement, then
the disputing Party (i) shall timely pay the other Party the entire invoiced amount and (ii) shall
furnish the other Party with a written explanation specifying the amount of and the basis for the
Dispute. Within twenty (20) days after resolution of such Dispute, the Party owing money shall
pay the other Party the amount owed, if any, together with interest calculated at the FERC
Interest Rate.

Section4 - Term and Termination

4.1  Term. The initial term of this Agreement shall begin on September 1, 2017
(“Commencement Date™), and shall continue for five (5) years thereafter (“Initial Term™). At
the conclusion of the Initial Term, this Agreement shall automatically extend for successive one
(1) year terms (each a “Subsequent Term”), unless terminated by either Party in accordance with
the terms of this Agreement. Three hundred and sixty (360) days prior to the conclusion of the
Initial Term either Party may notify the other, in writing, of a desire to amend terms or pricing of
this Agreement for the Subsequent Terms, If such amendment is not agreed upon by both parties
180 days prior to the beginning of the first Subsequent Term, the Amendment shall not
automatically extend and will terminate on the later of i) the conclusion of the Initial Term, as
defined above, or ii) receipt of the regulatory approvals required under Section 4.5. The Initial
Term or any Subsequent Terms are each referred to herein as a “Term.” For the purposes of this
Agreement, a “Contract Year” shall begin on the Commencement Date or anniversary thereof
and conclude twelve (12) months thereafter.

42  Termination by Either Party. This Agreement may be terminated by either Party at the
end of a Term upon prior one hundred eighty (180) days written notice to the other Party, which
termination shall be effective upon the later of (i) one hundred eighty (180) days after the date of
such written notice, or (ii) receipt of the regulatory approvals required under Section 4.5.

43 Immediate Termination.

4.3.1 Termination for Cause. Subject to Section 4.5, either Party may terminate this
Agreement upon prior written notice thereof to the other Party if:

(a)  Material Failure or Default. The other Party fails, in any material respect,
to comply with, observe or perform, or defaults, in any material respect, in the
performance of the terms and conditions of this Agreement, and such failure or
default remains uncured for thirty (30) days after written notice thereof, provided
that such failure or default is susceptible to cure and the other Party is exercising
reasonable diligence to cure such failure or default;

(b) Pattern of Failure. It determines, in its reasonable discretion, that there
has been a pattern of failure by the other Party to comply with the standards of
performance set forth in Section 1.3.1, whether or not such failure is material;

(c) Gross Negligence, Willful Misconduct or Fraud. The other Party
commits gross negligence, willful misconduct or fraud in the performance of its

obligations under this Agreement;
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(d)  Material Misrepresentation. Any representation made by the other Party

hereunder shall be false or incorrect in any material respect when made and such

misrepresentation is not cured within thirty (30) days of such discovery or written
notice thereof, or is incapable of cure;

(e)  Bankruptcy. The other Party: (i) files a petition or otherwise commences,
authorizes or acquiesces in the commencement of a proceeding or cause of action
under any bankruptcy, insolvency, reorganization or similar law, or has any such
petition filed or commenced against it; (ii) makes an assignment or any general
arrangement for the benefit of creditors; (iii) otherwise becomes bankrupt or
insolvent (however evidenced); (iv) has a liquidator, administrator, receiver,
trustee, conservator or similar official appointed with respect to it or any
substantial portion of its property or assets; or (v) is generally unable to pay its
debts as they fall due; or

4] Dissolution. The other Party dissolves or is dissolved or its legal
existence is otherwise terminated.

43.2 Immediate Termination Not For Cause. Subject to Section 4.5, Company may
terminate this Agreement upon thirty (30) days prior written notice thereof to TranServ
if:

(a)  Failure to Negotiate Amendment. The Parties are unsuccessful in
negotiating an amendment or amendments to this Agreement pursuant to Section
17.9;

(b)  Regulatory Changes/Modifications. A Regulatory Authority makes any
material changes, modifications, additions, or deletions to this Agreement, unless
both Parties agree to such changes, modifications, additions, or deletions;

(c) Failure to Receive Regulatory Approval. Prior to the Commencement
Date, FERC rejects this Agreement or Company’s selection of TranServ as the
ITO;

(d) RTO. Company joins a regional transmission organization (“RTO”);or

(e) Extended Force Majeure. A Party is excused because of Force Majeure
(as defined in Section 11) for more than thirty (30) days from performing any of
its material obligations under this Agreement.

4.4  Termination for Lack of Independence. Subject to Section 4.5. Company may terminate
this Agreement upon prior written notice thereof to TranServ if FERC or the KPSC issues a final
order that declares that TranServ lacks independence from Company and TranServ cannot obtain
independence in a reasonable manner or time period.

4.5  Regulatory Approval. No termination of this Agreement shall be effective until
approved by FERC and the KPSC. Notice of termination provided pursuant to Sections 4.3 and
4.4 shall become effective immediately upon approval by FERC and the KPSC.

4.6  Return of Materials. Upon any termination of this Agreement TranServ shall timely and
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in an orderly manner turn over to Company all materials that were prepared or developed
pursuant to this Agreement prior to termination, and return or destroy, at the option of Company,
all Data and other information supplied by Company to TranServ or created by TranServ on
behalf of Company.

4.7  Survival. All provisions of this Agreement which are by their nature or terms intended
to survive the termination of this Agreement, including the obligations set forth in Section 7 and
Section 10, shall survive termination of this Agreement.

48  Compensation for Early Termination.

4.8.1 If Company terminates this Agreement before the end of a Term pursuant to
Section 4.3.2 (a), (b), (d) or (), then Company shall pay to TranServ the Annual Fee(s)
through the longer of the end of the Contract Year or for six (6) months subsequent to the
date of termination, which fees shall be accelerated hereunder for this purpose, plus any
unpaid Out-of-Pocket Costs that TranServ has incurred through the date of any such
termination. In the event that this Section 4.8.1 should trigger an acceleration of Annual
Fee(s) that would otherwise span multiple years, such fees paid by Company to TranServ
shall not include any escalation of one and five/tenths percent (1.5%) as described in
Section 3.1 that had not yet been previously applied to the Annual Fee(s).

48.2 If Company terminates this agreement before the end of the Term, and such
termination is for cause pursuant to Section 4.3.1, then Company shall only be liable for
TranServ’s Out-of-Pocket Costs incurred pursuant to contracts which extend beyond any
early termination date.

4.9  Post-Termination Services. Commencing on the date that any termination becomes
effective (“Termination Date™) and continuing for up to one hundred eighty (180) days
thereafter, TranServ shall (a) provide ITO Services (and any replacements thereof or
substitutions therefor), to the extent Company requests such ITO Services to be performed, and
(b) cooperate with Company in the transfer of ITO Services (collectively, the “Post-Termination
Services™) as such services are authorized under a separate agreement between the Parties.
TranServ shall, upon Company’s request, provide the Post-Termination Services at a cost to be
negotiated and mutually agreed to at that time. The quality and level of performance of ITO
Services by TranServ shall not diminish. After the expiration of the Post-Termination Services,
TranServ shall answer questions from Company regarding ITO Services on an “as needed” basis
at TranServ’s then-standard billing rates.

4.10 Termination for Guarantee Termination. A guaranty with Open Access Technology
International, Inc., in favor of Company and with TranServ as a counterparty was executed
(November 29, 2016) (hereinafter “the Guaranty”). Subject to Section 4.5, Company may
terminate this Agreement if the Guaranty is terminated and TranServ does not provide a
replacement Guaranty determined, by Company, to be satisfactory.

Section5-  Data Management and Intellectual Property
5.1  Supply of Data. During the Term, Company shall supply to TranServ, and/or grant
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TranServ access to all Data that TranServ requests and that TranServ believes is necessary to
perform its duties and obligations under this Agreement, including ITO Services. The Parties
shall agree upon the initial format and manner in which such Data shall be provided. For
purposes of this Agreement, “Data” means all information, text, drawings, diagrams, models,
images or sounds which are embodied in any electronic or tangible medium and which (a) are
supplied or in respect of which access is granted to TranServ by Company under this Agreement,
which shall be Company’s Data, (b) are prepared, stored or transmitted by TranServ solely on
behalf of Company, which shall be Company’s Data; or (c) are compiled by TranServ by
aggregating Data owned by Company and Data owned by third parties, which shall be
TranServ’s Data.

5.2  Property of Each Party. Each Party acknowledges that the other Party’s Data and the
other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or
proprietary rights in such other Party’s Data and Processes as provided in Section 6.

53  Data Integrity. Each Party shall reasonably assist the other Party in establishing
measures to preserve the integrity and prevent any corruption or loss of Data, and the Parties
shall reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
reasonably retain and preserve any of the other Party’s Essential Data that are supplied to it
during the Term. “Essential Data” means any Data that is reasonably required to perform ITO
Services under this Agreement and that must be retained and preserved according to any
applicable law, regulation, reliability criteria, or Good Utility Practice. Each Party shall
exercise commercially reasonable efforts to preserve the integrity of the other Party’s Data that
are supplied to it during the Term, in order to prevent any corruption or loss of the other Party’s
Data.

5.4  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 -  Intellectual Property.

6.1  Ownership. All inventions, discoveries, processes, methods, designs, drawings,
blueprints, information, works of authorship, or the like, whether or not patentable or
copyrightable (collectively, “Intellectual Property”™), which TranServ first conceives, develops,
or begins to develop, either alone or in conjunction with Company or others, with respect to ITO
Services under this Agreement, shall be jointly owned by Company and TranServ, and each
party shall have the right to use such intellectual property unless specifically otherwise specified
on a change document hereunder.

6.2  Rovalties and License Fees. Unless the Parties otherwise agree in writing, TranServ
shall procure and pay all royalties and license fees which may be payable on account of ITO
Services or any part thereof. In case any part of ITO Services is held in any suit to constitute
infringement and its use is enjoined, TranServ within a reasonable time shall, at the election of
Company and as Company’s exclusive remedy hereunder, either (a) secure for Company the
perpetual right to continue the use of such part of ITO Services by procuring for Company a
royalty-free license or such other permission as will enable TranServ to secure the suspension of
any injunction, or (b) replace at TranServ’s own expense such part of ITO Services with a non-
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infringing part or modify it so that it becomes non-infringing (in either case with changes in
functionality that are acceptable to Company).

Section 7-  Indemnification and Limitation of Liability

7.1  Company Indemnification. Subject to the limitations specified in Section 7.6, Company
shall indemnify, release, defend, reimburse and hold harmless TranServ and its directors,
officers, employees, principals, representatives and agents (collectively, the “TranServ
Indemnified Parties”) from and against any and all third party claims (including claims of bodily
injury or death of any person or damage to real and/or tangible personal property), demands,
liabilities, losses, causes of action, awards, fines, penalties, litigation, administrative proceedings
and investigations, costs and expenses, and attorney fees, (each, an “Indemnifiable Loss™)
asserted against or incurred by any of the TranServ Indemnified Parties arising out of] resulting
from or based upon TranServ performing its obligations pursuant to this Agreement, provided,
however, that in no event shall Company be obligated to indemnify, release, defend, reimburse
or hold harmless the TranServ Indemnified Parties from and against any Indemnified Loss which
is caused by the negligence, the gross negligence or willful misconduct of any TranServ
Indemnified Party.

7.2 TranServ Indemnification. Subject to the limitations specified in Section 7.6, TranServ
shall indemnify, release, defend, reimburse and hold harmless Company and its directors,
officers, employees, principals, representatives and agents (collectively, the “Company
Indemnified Parties”) from and against any and all Indemnifiable Losses asserted against or
incurred by any of the Company Indemnified Parties arising out of, resulting from or based upon
TranServ’s or a TranServ Designee’s negligence, gross negligence, or willful misconduct,
provided, however, that in no event shall TranServ be obligated to indemnify, release, defend,
reimburse or hold harmless any Company Indemnified Parties from and against any Indemnified
Loss which is caused by the negligence, gross negligence or willful misconduct of any Company
Indemnified Party.

7.3  Regulatory Indemnification. Subject to the limitations specified in Section 7.6,
TranServ shall indemnify, release, defend, reimburse and hold harmless any Company
Indemnified Parties from and against all regulatory penalties and sanctions (including penalties
or sanctions levied by a Regulatory Authority) arising out of, resulting from or based upon
TranServ breach of this Agreement, specifically including Section 1.3.1 hereto, provided,
however, that in no event shall TranServ be obligated to indemnify, release, defend, reimburse or
hold harmless any Company Indemnified Parties from and against any penalty or sanction which
is caused by the gross negligence or willful misconduct of any Company Indemnified Party.

74  Cooperation Regarding Claims. If an Indemnified Party (which for purposes of this
Section 7.4 shall mean an TranServ Indemnified Party or a Company Indemnified Party) receives
notice or has knowledge of any Indemnifiable Loss that may result in a claim for indemnification
by such Indemnified Party against an Indemnifying Party (which for purposes of this Section 7.4
shall mean Company or TranServ) pursuant to this Section 7, such Indemnified Party shall as
promptly as possible give the Indemnifying Party written notice of such Indemnifiable Loss,
including a reasonably detailed description of the facts and circumstances relating to such
Indemnifiable Loss, a complete copy of all notices, pleadings and other papers related thereto,
and in reasonable detail the basis for its claim for indemnification with respect thereto. Failure
to promptly give such written notice or to provide such information and documents shall not
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relieve the Indemnifying Party from the obligation hereunder to respond to or defend the
Indemnified Party against such Indemnifiable Loss unless and only to the extent such failure
shall materially diminish the ability of the Indemnifying Party to respond to or to defend the
Indemnified Party against such Indemnifiable Loss. Except for indemnification for penalties
and sanctions under Section 7.3, the Indemnifying Party, upon its acknowledgment in writing of
its obligation to indemnify the Indemnified Party in accordance with this Section 7, shall be
entitled to assume the defense or to represent the interest of the Indemnified Party with respect to
such Indemnifiable Loss, which shall include the right to select and direct legal counsel and other
consultants, appear in proceedings on behalf of such Indemnified Party and to propose, accept or
reject offers of settlement, all at its sole cost. If and to the extent that the defense or settlement
of any Indemnifiable Loss is reasonably likely to involve injunctive, equitable or prospective
relief or materially and adversely affect the Indemnified Party’s business or operations other than
as a result of money damages or other money payments assumed by the Indemnifying Party, then
such defense or settlement will be subject to the reasonable approval of the Indemnified Party.
Nothing herein shall prevent an Indemnified Party from retaining its own legal counsel and other
consultants and participating in its own defense at its own cost and expense.

7.5  Release and Indemnification Regarding Liens. TranServ hereby releases and/or waives
for itself and its successors in interest, and for all TranServ Designees and their successors in
interest, any and all claims or right of mechanics or any other type of lien to assert and/or file
upon Company’s or any other party’s property or any part thereof as a result of performing ITO
Services. TranServ shall execute and deliver to Company such documents as may be required by
applicable laws (i.e., partial and/or final waivers of liens and/or affidavits of indemnification) to
make this release effective and shall give all required notices to TranServ Designees with respect
to ensuring the effectiveness of the foregoing releases against those parties. TranServ shall
secure the removal of any lien that TranServ has agreed to release in this Section 7.5 within five
(5) working days of receipt of written notice from Company to remove such lien. If not timely
removed, Company may remove the lien and charge all costs and expenses including legal fees
(for inside and/or outside legal counsel) to TranServ including, without limitation, the costs of
bonding off such lien. Company, in its sole discretion, expressly reserves the right to off-set
and/or retain any reasonable amount due to TranServ from payment of any one or more of
TranServ’s invoices upon Company having actual knowledge of any threatened and/or filed liens
and/or encumbrances that may be asserted and/or filed by any TranServ Designee and/or third
party with respect to the ITO Services, with final payment being made by Company only upon
verification that such threatened and/or filed liens and/or encumbrances have been irrevacably
satisfied, settled, resolved and/or released (as applicable), and/or that any known payment
disputes concerning the ITO Services involving TranServ and any TranServ Designees have
been resolved so that no actions, liens and/or encumbrances of any kind or nature will be filed
against Company and/or Company’s property.

7.6  Limitation of Liability. Other than as provided in Section 7.3, neither Party shall be
liable to the other for any special, punitive, or consequential damages arising out of ITO
Services, even if advised of the possibility of such damages. Company agrees that ITO Services
are not consumer goods for purposes of international, U.S. Federal or U.S. state warranty laws.
Indemnification pursuant to Sections 7.1, 7.2, and 7.3, as well as any direct damages to Company
arising out of a material breach of this Agreement shall be limited in the aggregate to the total
amount of fees actually paid by Company to TranServ under this Agreement through the date
that any penalty or judgment is assessed.
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Section 8- Contract Managers; Dispute Resolution

8.1  Company Contract Manager. Company shall appoint an individual (the “Company_
Contract Manager”) who shall serve as the primary Company representative under this
Agreement. The Company Contract Manager shall (a) have overall responsibility for managing
and coordinating the performance of Company’s obligations under this Agreement, and (b) be
authorized to act for and on behalf of Company with respect to all matters relating to this
Agreement. Notwithstanding the foregoing, the Company Contract Manager may, upon written
notice to TranServ, delegate such of his or her responsibilities to other Company employees, as
the Company Contract Manager deems appropriate.

8.2  TranServ Project Manager. TranServ shall appoint, among TranServ Personnel, an
individual (the “TranServ Project Manager™) who shall serve as the primary TranServ.
representative under this Agreement. The TranServ Project Manager shall have overall
responsibility for managing and coordinating the performance of TranServ obligations under this
Agreement. Notwithstanding the foregoing, the TranServ Project Manager may, upon written
notice to Company, delegate such of his or her responsibilities to other TranServ Personnel, as
the TranServ Project Manager deems appropriate.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties arising
out of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance with the
procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall not apply
to Disputes arising from or relating to (a) the amount of compensation to be paid by Company
pursuant to Section 3.1, which shall be resolved pursuant to Section 3.6, (b) confidentiality or
intellectual property rights, in which case either Party shall be free to seek available legal or
equitable remedies, or (¢) alleged violations of the OATT, in which case either Party shall be
free to bring the Dispute to FERC.

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other party of
any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be referred to
the Company Contract Manager and TranServ Project Manager, who shall negotiate in
good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the Dispute is
not resolved within fifteen (15) calendar days of being referred to the Company Contract

Manager and the TranServ Project Manager pursuant to Section 8.3.2, then each Party
shall have five (5) calendar days to appoint an executive management representative who
shall negotiate in good faith to resolve the Dispute.

8.3.4 Binding Arbitration. If the Dispute is not resolved within ten (10) calendar days
of being referred to executive management representatives, and the amount in dispute or
potential damages exceeds $250,000 USD, the Parties shall proceed in good faith to
submit immediately the matter to binding arbitration in accordance with the Commercial
Arbitration Rules of the American Arbitration Association (“AAA”) as they may be
amended from time to time (the “Arbitration Rules”) subject to the following conditions:

(a8)  The Parties shall give due consideration to using the Expedited Procedures under
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the Arbitration Rules in any case in which no disclosed claim or counterclaim exceeds
$75,000, exclusive of interest and arbitration fees and costs.

(b)  The Parties agree that three arbitrators will be used. Each Party will directly
appoint one arbitrator of its choosing from a list of members from the National Roster (as
that term is used in the Arbitration Rules) provided by the AAA pursuant to R-12, within
ten (10) Days after receipt of such names. The two arbitrators so appointed shall select a
third arbitrator from the National Roster to serve as chairperson.

(c)  “Basecball” arbitration (in which each Party presents a proposed award or
resolution and the actual award must be one of the two submitted), or close variants
thereof, shall not be used.

(d)  The arbitrators have no authority to appoint or retain expert witnesses for any
purpose unless agreed to by the Parties.

(e)  All arbitration fees and costs shall be borne equally, regardless of which Party
prevails.

® Each Party shall bear its own costs of legal representation and witness expenses,
unless the arbitrator(s) determines that one Party should bear some or all of the costs of
legal representation and witness expenses of the other Party.

(g)  The Parties waive any right of appeal or recourse to any court except to compel
arbitration, to compel the appointment of arbitrators, to stay judicial proceedings pending
arbitration, for an injunction pending determination by the arbitrators, for disqualification
of arbitrators, for aid in furtherance of arbitration, to confirm the award, to enforce any
judgment confirming the award, or in circumstances of fraud or failure to disclose
information or documents required by the arbitrators.

(h)  The decision or award of a majority of the arbitrators shall govern. The decision
or award of the arbitrators shall be final and binding upon the Parties to the same extent
and to the same degree as if the matter had been adjudicated by a court of competent
jurisdiction and shall be enforceable under the Federal Arbitration Act and applicable
states’ laws.

8.3.5 Rights and Remedies. If the Dispute is not resolved within ten (10) calendar
days of being referred to executive management representatives, and the amount in
dispute or potential damages does not exceed $250,000 USD, each Party is free to
pursue any rights or remedies it may have at law or equity.

8.4  Rights Under FPA Unaffected. Except as provided in Section 17.2 relating to the
variation or amendment of this Agreement, nothing in this Agreement is intended to limit or
abridge any rights that Company may have to file or make application before FERC under
Section 205 of the Federal Power Act to revise any rates, terms or conditions of the OATT.

8.5  Statute of Limitations; Continued Performance. The Parties agree to waive the
applicable statute of limitations during the period of time that the Parties are seeking to resolve a
Dispute pursuant to Section 8.3, and the statute of limitations shall be tolled for such period.
The Parties shall continue to perform their obligations under this Agreement during the
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resolution of a Dispute.
Section 9 - Insurance

9.1  TranServ’s Insurance Obligation. During the Term, TranServ shall provide and maintain,
and shall require TranServ Designees to provide and maintain, the following insurance (and,
except with regard to Workers’ Compensation, naming Company as additional insured and
waiving rights of subrogation against Company and Company’s insurance carrier(s)), and
TranServ shall submit evidence of such coverage(s) of TranServ and any TranServ Designees to
Company prior to the start of ITO Services. Furthermore, TranServ shall notify Company, prior
to the commencement of ITO Services, of any threatened, pending and/or paid off claims to third
parties, individually or in the aggregate, which otherwise affects the availability of the limits of
such coverage(s) inuring to the benefit of Company as hereinafter specified:

9.1.1 Workers’ Compensation and Employer’s Liability Policy, which shall include
provisions required by applicable law in the jurisdiction of location of workers.

9.1.2 Employer’s Liability (Coverage B) with limits of One Million Dollars
($1,000,000) Bodily Injury by Accident, each Accident, $1,000,000 Bodily Injury by
Disease, each Employee, and including:

(a) a thirty (30) day cancellation clause; and
(b)  broad form all states endorsement.

9.1.3 Commercial General Liability Policy, which shall have minimum limits of One
Million Dollars ($1,000,000) each occurrence; One Million Dollars ($1,000,000)
Products/Completed Operations Aggregate each occurrence; One Million Dollars
($1,000,000) Personal and Advertising Injury each occurrence, in all cases subject to
Two Million Dollars ($2,000,000) in the General Aggregate for all such claims, and
including:

(a)  athirty (30) day cancellation clause;

(b)  Blanket Written Contractual Liability to the extent covered by the policy against
liability assumed by TranServ under this Agreement; and

(c) Broad Form Property Damage.

9.1.4 Commercial Automobile Liability Insurance covering the use of all owned, non-
owned, and hired automobiles, with a bodily injury, including death, and property
damage combined single minimum limit of One Million Dollars ($1,000,000) each
occurrence with respect to TranServ’s vehicles assigned to or used in performance of ITO
Services under this Agreement.

9.1.5 Umbrella/Excess Liability Insurance with minimum limits of Two Million Dollars
($2,000,000) per occurrence; Two Million Dollars ($2,000,000) aggregate, to apply to
employer’s liability, commercial general liability, and automobile liability.
9.1.6 To the extent applicable, if engineering or other professional services will be
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separately provided by TranServ as specified in Appendix A, then Professional Liability
Insurance with limits of Three Million Dollars ($3,000,000) per occurrence and Three
Million Dollars ($3,000,000) in the aggregate, which insurance shall be either on an
occurrence basis or on a claims made basis (with a retroactive date satisfactory to
Company).

9.2  Quality of Insurance Coverage. The above policies to be provided by TranServ shall be
written by insurance companies which are both licensed to do business in the state where ITO
Services will be performed and either satisfactory to Company or having a Best Rating of not
less than “A-". These policies shall not be materially changed or canceled except with thirty (30)
days written notice to Company from TranServ and the insurance carrier. Evidence of coverage,
notification of cancellation or other changes shall be mailed to: Attention: Manager, Supply
Chain, LG&E and KU Services Company, P.O. Box 32020, Louisville, Kentucky 40232,

9.3  Implication of Insurance. Company reserves the right to request and receive a summary
of coverage of any of the above policies or endorsements; however, Company shall not be
obligated to review any of TranServ’s certificates of insurance, insurance policies, or
endorsements, or to advise TranServ of any deficiencies in such documents. Any receipt of such
documents or their review by Company shall not relieve TranServ from or be deemed a waiver
of Company’s rights to insist on strict fulfillment of TranServ’s obligations under this
Agreement.

9.4  Other Notices. TranServ shall provide written notice of any accidents or claims in
connection with ITO Services or this Agreement to Company’s Manager, Risk Management at
LG&E and KU Services Company, P.O. Box 32030, Louisville, Kentucky 40232,

Section 10 - Confidentiality

10.1 Definition of Confidential Information. For purposes of this Agreement, “Confidential
Information” shall mean, in respect of each Party, all information and documentation of such
Party, whether disclosed to or accessed by the other Party in connection with this Agreement and
which is identified as Confidential Information, or which otherwise would be treated as
confidential by the recipient, including confidential information provided by third-parties;
provided, however, that the term “Confidential Information” shall not include information that:
(a) is independently developed by the recipient, as demonstrated by the recipient’s written
records, without violating the disclosing Party’s proprietary rights; (b) is or becomes publicly
known (other than through unauthorized disclosure); (c) is disclosed by the owner of such
information to a third party free of any obligation of confidentiality; (d) is already known by the
recipient at the time of disclosure, as demonstrated by the recipient’s written records, and the
recipient has no obligation of confidentiality other than pursuant to this Agreement or any
confidentiality agreements between the Parties entered into before the Commencement Date; or
(e) is rightfully received by a Party free of any obligation of confidentiality.

10.2 Protection of Confidential Information. All Confidential Information shall be held in
confidence by the recipient to the same extent and in at least the same manner as the recipient
protects its own Confidential Information, and such Confidential Information shall be used only
for purposes of performing obligations under this Agreement. Except as otherwise provided in
Section 10.3, neither Party shall disclose, publish, release, transfer or otherwise make available
Confidential Information of, or obtained from, the other Party in any form to, or for the use or

Page 16 of 42




Rebuttal Exhibit LEB-3
Page 23 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

benefit of, any person or entity without the owner of such information’s prior written consent.
Each Party shall be permitted to disclose relevant aspects of the other Party’s Confidential
Information to its officers, directors, agents, professional advisors, contractors, subcontractors
(including TranServ Designees) and employees and to the officers, directors, agents, professional
advisors, contractors, subcontractors and employees of its Affiliates (collectively,
“Representatives™), to the extent that such disclosure is reasonably necessary for the performance
of its duties and obligations or the determination, preservation or exercise of its rights and
remedies under this Agreement; provided, however, that the recipient shall take all reasonable
measures to ensure that Confidential Information is not disclosed or duplicated in contravention
of the provisions of this Agreement by such officers, directors, agents, professional advisors,
contractors, subcontractors and employees. Recipient agrees to be liable for the wrongful actions
of its Representatives under this Section 10.2. The obligations in this Section 10 shall not
restrict any disclosure pursuant to any Regulatory Authority if such release is necessary to
comply with valid laws, governmental regulations or final orders of regulatory bodies or courts;
provided that, other than in respect of disclosures pursuant to Section 10.3, the recipient shall
give prompt written notice to the disclosing Party in reasonable time to exercise whatever legal
rights the disclosing Party may have to prevent or limit such disclosure. Further, the recipient
shall cooperate with the disclosing Party in preventing or limiting such disclosure.

10.3 Regulatory Requests for Confidential Information. Notwithstanding anything in this
Section 10 to the contrary, if a Regulatory Authority or its staff, during the course of an
investigation or otherwise, requests Confidential Information from TranServ, TranServ shall
provide the requested Confidential Information to the requesting Regulatory Authority or its staff
within the time provided for in the request for information. In providing the Confidential
Information to a Regulatory Authority or its staff, TranServ shall, consistent with 18 C.F.R. §
388.112 (2011) or any other applicable confidentiality regulation, request that the Confidential
Information be treated as confidential and non-public by the Regulatory Authority and its staff
and that the information be withheld from public disclosure. TranServ shall notify Company
when it is notified by the Regulatory Authority or its staff that a request for public disclosure of,
or decision to publicly disclose, Confidential Information has been received, at which time either
TranServ or Company may respond before such Confidential Information is made public,
pursuant to 18 C.F.R. § 388.112 or the applicable confidentiality regulation.

Section 11 - Force Majeure.

11.1 Force Majeure. Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to an event which (i) is not reasonably foreseeable or within the
reasonable control of the Party claiming Force Majeure (the “Claiming Party”) or any Person
over which the Claiming Party has control, (ii) was not caused by the acts, omissions,
negligence, fault or delays of the Claiming Party or any person over whom the Claiming Party
has control, (iii) is not an act, event or condition the risks or consequences of which the Claiming
Party has expressly agreed to assume pursuant to this Agreement, and (iv) by the prompt exercise
of due diligence, the Claiming Party is unable to overcome or avoid or cause to be avoided
(collectively, (i) - (iv) are “Force Majeure™). Force Majeure shall include: acts of God; acts of the
public enemy, war, hostilities, invasion, insurrection, riot, civil disturbance, or order of any
competent civil or military government; explosion or fire; strikes or lockouts or other industrial
action (excluding those of the Claiming Party unless such action is part of a wider industrial
dispute materially affecting other employers); labor or material shortage; malicious acts,
vandalism or sabotage; action or restraint by court order of any public or governmental authority
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(so long as the Claiming Party has not applied for or assisted in the application for, and has
opposed where and to the extent reasonable, such government action). Neither Party shall be
considered in default as to any obligation under this Agreement if prevented from fulfilling the
obligation due to Force Majeure, except for the obligation to pay any amount when due,
provided that the Claiming Party:

11.1.1 gives prompt written notice to the other Party of the event or circumstance giving
rise to the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its obligations
hereunder as soon as reasonably practicable, provided that the Claiming Party shall not be
obligated to take any steps that are not otherwise in accordance with Good Utility
Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations hereunder.
Section 12 - Reporting; Audit.

12.1 Regulatory Reporting.

12.1.1 TranServ shall have the authority to report in writing to FERC in respect of any
compensation-related Dispute that arises between TranServ and Company pursuant to

Section 3.6.

12.1.2 TranServ shall report in writing to FERC every six (6) months (commencing on
the six (6) month anniversary of the Commencement Date and every six (6) months
thereafter during the Term) in respect of (a) any concerns expressed by stakeholders and
TranServ’s response to same and (b) any issues or OATT provisions that hinder TranServ
from performing its duties and obligations under this Agreement and the OATT.

12.1.3 In addition to the reports provided for above, TranServ shall make such other
reports to Regulatory Authorities as may be required by applicable law and regulations or
as may be requested by such Regulatory Authorities.

12.2 Books and Records. TranServ shall maintain full and accurate books and records
pertinent to this Agreement, and TranServ shall maintain such books and records for a minimum
of five (5) years following the expiration or early termination of this Agreement or longer if
necessary to resolve a pending Dispute. Company will have the right, at reasonable times and
under reasonable conditions, to inspect and audit, or have an independent third party inspect and
audit, TranServ’s operations, books, and records (a) to ensure compliance with this Agreement,
including TranServ’s performance of ITO Services in accordance with Section 1.3.1, (b) to
verify any cost claims or other amounts due hereunder, and (c) to validate TranServ’s internal
controls with respect to the performance of ITO Services. TranServ shall maintain an audit trail,
including all original transaction records and timekeeping records, of all financial and non-
financial transactions and activities resulting from or arising in connection with this Agreement
as may be necessary to enable Company or the independent third party, as applicable, to perform
the foregoing activities. Company shall be responsible for any costs and expenses incurred in
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connection with any such inspection or audit, unless such inspection or audit discovers that
Company was charged inappropriate or incorrect costs and expenses, in which case, TranServ
shall be responsible for a percentage of the costs and expenses incurred in connection with such
inspection or audit equal to the percentage variance by which Company was charged
inappropriate or incorrect costs and expenses. TranServ shall provide reasonable assistance
necessary to enable Company or an independent third party, as applicable, to perform the
foregoing activities and shall not be entitled to charge Company for any such assistance.
Amounts incorrectly or inappropriately invoiced by TranServ to Company, whether discovered
prior to or subsequent to payment by Company, shall be adjusted or reimbursed to Company by
TranServ within twenty (20) days of notification by Company to TranServ of the error in the
mvoice.

Section 13 - Independent Contractor

13.1 TranServ, in performing ITO Services, shall not act as an agent or employee of
Company, but shall be and act as an independent contractor and, except as established in Section_
1.3.1, shall be free to perform ITO Services by such methods and in such manner as TranServ
may choose, doing everything necessary to perform such ITO Services properly and safely and
having supervision over and responsibility for the safety and actions of its employees and the
suitability of its equipment. TranServ Personnel and TranServ Designees shall not be deemed to
be employees and/or agents of Company. TranServ agrees that if any portion of ITO Services
are subcontracted to TranServ Designees, such TranServ Designees shall be bound by and
observe the conditions of this Agreement to the same extent as required of TranServ. In such
event, Company strongly encourages the use of Minority Business Enterprises, Women Business
Enterprises and Disadvantaged Business Enterprises, as defined under federal law and as
certified by a certifying agency that Company recognizes as proper.

13.2 Notwithstanding any provision in this Agreement to the contrary, unless approved in
writing by Company, TranServ shall not (and shall not permit any TranServ Personnel or
TranServ Designee to):

13.2.1 Sell, lease, pledge, mortgage, encumber, convey, or make any license, exchange
or other transfer, assignment or disposition of any property or assets of Company;

13.2.2 Enter into, amend, terminate, modify or supplement any contract or agreement
(including any labor or collective bargaining agreement) on behalf, or in the name, of

Company;

13.2.3 Except upon the approval of Company or pursuant to the direction of Company,
take any action that would, to TranServ’s knowledge: (a) invalidate any warranty that
runs to Company under any contract or agreement; or (b) release any person or entity
from its obligations under any contract or agreement with Company;

13.2.4 Make any warranty or representation on behalf of Company;

13.2.5 Except as contemplated under Section 7.4, settle, compromise, assign, pledge,
transfer, release or consent to the compromise, assignment, pledge, transfer or release of
any claim, suit, debt, demand or judgment against or due by Company, or submit any
such claim, dispute or controversy to arbitration or judicial process, or stipulate in respect
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thereof to a judgment, or consent to the same;

13.2.6 Pledge the credit of Company in any way in respect of any commitments for
which it has not received express written authorization from Company; or

13.2.7 Engage in any other transaction on behalf of Company not permitted under this
Agreement.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on its net
income, employment taxes of its employees, taxes on any property it owns or leases, and sales,
use, gross receipts, excise, value-added or other transaction taxes. Sales and/or use taxes, that
become applicable to services performed within Minnesota, shall be added to TranServ fees and
compensation otherwise herein described.

Section 15 - Notices.

15.1 Notices. All notices, requests, consents and other communications required or permitted
hereunder shall be in writing, signed by the Party giving such notice or communication, and shall
be deemed given: (a) upon receipt, when mailed by U.S. certified mail, postage prepaid, return
receipt requested; or (b) upon the next business day, when sent by overnight delivery, postage
prepaid using a recognized courier service.

If to Company:

LG&E/KU

VP, Transmission
220 West Main St
PO Box 32010
Louisville, KY 40232

If to TranServ:

TranServ International, Inc.
Contracts Administration
3660 Technology Drive NE
Minneapolis, MN 55418

15.2 Changes. Either Party may, from time to time, change the names, addresses, facsimile
numbers or other notice information set out in Section 15.1 by notice to the other Party in
accordance with the requirements of Section 15.1.

Section 16 - Personnel and Work Conditions; NERC Requirements.

16.1 Applicable Laws and Safety. TranServ agrees to protect TranServ Personnel and
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TranServ Designees and be responsible for their performance of the ITO Services, and to protect
Company’s facilities, property, employees and third parties from damage or injury. TranServ
shall at all times be solely responsible for complying with any and all applicable laws and facility
rules relating to health and safety, in connection with ITO Services and for obtaining (but only as
approved by Company) all permits and approvals necessary to perform ITO Services. Without
limiting the foregoing, TranServ agrees to strictly abide by and observe all standards of the
Occupational Safety & Health Administration (“OSHA”) which are applicable to ITO Services,
as well as Company’s Contractor Code of Business Conduct and Company’s
Contractor/Subcontractor Safety Policy which are both hereby incorporated by reference
(Contractor hereby acknowledges receipt of a copy of such Company’s Contractor Code of
Business Conduct and Company’s Contractor/Subcontractor Safety Policy) and any other rules
and regulations of the Company, all of which are provided to TranServ in writing and
incorporated herein by reference. TranServ also agrees to review in good faith and execute any
amendments and/or modifications that may be issued in the future by Company from time to
time, with respect to Company’s Contractor Code of Business Conduct and/or any of its related
policies which are the subject of this Section 16, provided however, that TranServ shall not be
obliged by such requirement if the requirements conflicts with an alternate regulatory code of
conduct imposed on TranServ. In the event TranServ subcontracts any of ITO Servicesto a
TranServ Designee, TranServ shall notify Company in writing of the identity of TranServ
Designee before utilizing TranServ Designee. TranServ shall require any TranServ Designees
to complete the safety and health questionnaire and checklists provided by Company and shall
provide a copy of such documents to Company upon request. TranServ shall conduct, and
require such TranServ Designees to conduct, safety audits and job briefings during performance
of ITO Services as applicable. In the event such TranServ Designee has no procedure for
conducting safety audits and job briefings, TranServ shall include TranServ Designee in its
safety audits and job briefings. All applicable safety audits shall be documented in writing by
TranServ and such TranServ Designees. TranServ shall provide documentation of any and all
audits identifying safety deficiencies and concerns and corrective action taken as a result of such
audits to Company semi-monthly. TranServ further specifically acknowledges, agrees and
warrants that TranServ has complied, and shall at all times during the term of this Agreement,
comply in all respects with all laws, rules and regulations relating to the employment
authorization of TranServ Personnel including, but not limited to, the Immigration Reform and
Control Act of 1986, as amended, and the Illegal Immigration Reform and Immigrant
Responsibility Act of 1996, as amended, whereby TranServ certifies to Company that TranServ
has (a) properly maintained, and shall at all times during the term of this Agreement properly
maintain all records required by Immigration and Customs Enforcement, such as the completion
and maintenance of the Form I-9 for each TranServ employee; (b) that TranServ maintains and
follows an established policy to verify the employment authorization of TranServ Personnel; (¢)
that TranServ has verified the identity and employment eligibility of all TranServ Personnel in
compliance with all applicable laws; and (d) that TranServ is without knowledge of any fact that
would render any TranServ Personnel or TranServ Designee ineligible to legally work in the
United States. TranServ further acknowledges, agrees and warrants that any TranServ Designee
shall be required to agree to these same terms as a condition to being awarded any subcontract
for such ITO Services.

16.2 Hazards and Training. TranServ shall furnish adequate numbers of trained, qualified,
and experienced TranServ Personnel suitable for performance of ITO Services. Such TranServ
Personnel shall be skilled and properly trained to perform ITO Services and recognize all hazards
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associated with ITO Services. Without limiting the foregoing, TranServ shall participate in any
safety orientation or other of Company’s familiarization initiatives related to safety and shall
strictly comply with any monitoring initiatives as determined by Company.

16.3 Drug and Alcohol. TranServ shall develop and strictly comply with any and all drug and
alcohol testing requirements as required by applicable laws. TranServ shall provide Company
with a copy of its drug and alcohol testing requirements.

164 NERC Reliability Standards. The following additional provisions shali apply to the
extent TranServ’s performance of ITO Services requires physical or electronic access to areas or
assets which are located within physical security perimeters as defined by NERC’s Reliability
Standards for the Bulk Electric Systems of North America (collectively, the “NERC Standards”),
including without limitation any Company data center or control center. In the event of
TranServ’s non-compliance with the NERC Standards referenced in this Section 16.4, Company
shall notify TranServ in writing of the non-compliance and specify appropriate remedial actions.

16.4.1 Information Protection. Without compromising the confidentiality provisions in
Section 10, TranServ shall at all times comply with the Company’s information
protection program(s) as defined by CIP-003, R4. Among the information protected by
this program are: (i) all operational procedures; (ii) lists of critical cyber assets; (iii)
network topology or similar diagrams; (iv) floor plans of computing centers that contain
critical cyber assets; (v) equipment layouts of critical cyber assets; (vi) disaster recovery
plans; (vii) incident response plans; and (viii) security configuration information.
TranServ shall protect this protected information from disclosure consistent with the
program.

16.4.2 Access Revocation. TranServ shall immediately advise appropriate Company’s
management if any TranServ Personnel or TranServ Designees who have key card access
to a Company restricted area or electronic access to a protected system no longer require
such access.

16.4.3 Training. If any TranServ Personnel require key card access to a Company
restricted area or electronic access to a protected system, TranServ shall ensure that such
personnel complete, and retake as requested, all necessary NERC training as requested by
Company.

16.4.4 Personnel Risk Assessment. If any TranServ Personnel require key card access
to a Company restricted area or electronic access to a protected system, TranServ shall
ensure that Company receives necessary waivers and information from TranServ
Personnel to complete, and repeat as necessary, such background checks as requested by

Company.

16.4.5 Continuing Obligations. TranServ further acknowledges that its compliance with
the NERC Standards referenced in this Section 16.4 is a continuing obligation during and
after the Term. Upon written notice to TranServ, Company shall have the absolute right
to audit and inspect any and all information regarding TranServ’s compliance with this
Section 16.4, and/or to require confirmation of the destruction of any documentation
received from or regarding Company. TranServ is encouraged to contact Company’s
Compliance Department pursuant to Section 16.5 to ensure TranServ understands and
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complies with this Section 16.4.

16.5 Compliance Department. The Company has a Compliance Department. Should
TranServ have actual knowledge of violations of any of the herein stated policies of conduct in
this Section 16, or in standards of performance detailed in Section 1.3.1, or have a reasonable
basis to believe that such violations have occurred, whether by TranServ Personnel or a TranServ
Designee, TranServ has an affirmative obligation to immediately report, at least on an
anonymous basis, any such known violations to the Company’s Office of Compliance in care of
Director, Compliance and Ethics, LG&E/KU Services, 220 West Main Street, Louisville,
Kentucky 40202.

16,6 Equal Employment Opportunity. To the extent applicable, TranServ shall comply with
all of the following provisions, which are incorporated herein by reference: (i) Equal Opportunity
regulations set forth in 41 C.F.R. § 60-1.4(a) and (c), prohibiting employment discrimination
against any employee or applicant because of race, color, religion, sex, or national origin; (ii)
Vietnam Era Veterans Readjustment Assistance Act regulations set forth in 41 C.F.R. § 60-250.4
relating to the employment and advancement of disabled veterans and Vietnam era veterans; (iii)
Rehabilitation Act regulations set forth in 41 C.F.R. § 60-741.4 relating to the employment and
advancement of qualified disabled employees and applicants for employment; (iv) the clause
known as “Utilization of Small Business Concerns and Small Business Concerns Owned and
Controlled by Socially and Economically Disadvantaged Individuals” set forth in 15 USC §
637(d)(3); and (v) the subcontracting plan requirement set forth in 15 USC § 637(d).

Section 17 - Miscellaneous Provisions.

17.1 Governing Law. This Agreement and the rights and obligations of the Parties hereunder
shall be governed by and construed in accordance with the laws of the Commonwealth of
Kentucky, without giving effect to its conflicts of law rules.

17.2 Amendment. This Agreement shall not be varied or amended unless such variation or
amendment is agreed to by the Parties in writing and accepted by applicable Regulatory
Authorities. The Parties explicitly agree that neither Party shall unilaterally petition to FERC
pursuant to the provisions of Sections 205 or 206 of the Federal Power Act to amend this
Agreement or to request that FERC initiate its own proceeding to amend this Agreement.
Nothing in this Section 17.2 shall be construed to limit or affect any other rights that the Parties
may have as set forth in Section 8.4. the OATT or otherwise.

17.3  Liability of Affiliates. Any and all liabilities of Company and/or its Affiliates under this
Agreement shall be several but not joint.

17.4 Publicity. TranServ shall not issue news releases, publicize or issue advertising
pertaining to ITO Services or this Agreement without first obtaining the written approval of
Company.

17.5 Assignment. Any assignment of this Agreement or any interest herein or delegation of
all or any portion of a Party’s obligations, by operation of law or otherwise, by either Party
without the other Party’s prior written consent shall be void and of no effect; provided, however,
that consent will not be required for Company to assign this Agreement to an Affiliate or a
successor entity that acquires all or substantially all of the operational business assets of the
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assigning entity whether by merger, consolidation, reorganization, sale, spin-off or foreclosure;
provided, further, that such Affiliate or successor entity (a) agrees to assume all obligations
hereunder from and after the date of such assignment and (b) has the legal authority and
operational ability to satisfy the obligations under this Agreement. As a condition to the
effectiveness of such assignment (i) the assignor shall promptly notify the other Party of such
assignment, (ii) the Affiliate or successor entity shall provide a confirmation to the other Party of
its assumption of assignor’s obligations hereunder, and (iii) assignor shall promptly reimburse
the other Party, upon receipt of an invoice, for any one-time incremental costs reasonably
incurred as a result of such assignment. For the avoidance of doubt, nothing herein shall
preclude Company from transferring any or all of its transmission facilities to another entity or
disposing of or acquiring any other transmission assets. Notwithstanding anything to the
contrary contained in this Section 17.5, TranServ shall be entitled to contract with one or more
persons (each, an “TranServ Designee”) to perform only those ITO Services which the OATT
expressly provides for being performed by a “designee” of TranServ (as opposed to TranServ or
TranServ Personnel), provided that TranServ shall not be relieved of any of its obligations,
responsibilities or liabilities under this Agreement as a result of contracting with one or more
TranServ Designees in accordance with this Section 17.5 and shall be responsible and liable for
any ITO Services performed by TranServ Designees.

17.6  No Third Party Beneficiaries. Except as otherwise expressly provided in this
Agreement, this Agreement is made solely for the benefit of the Parties and their successors and
permitted assigns and no other person shall have any rights, interest or claims hereunder or
otherwise be entitled to any benefits under or on account of this Agreement as third party
beneficiary or otherwise.

17.7 Waivers. No waiver of any provision of this Agreement shall be effective unless it is
signed by the Party against which it is sought to be enforced. The delay or failure by either
Party to exercise or enforce any of its rights or remedies under this Agreement shall not
constitute or be deemed a waiver of that Party’s right thereafter to enforce those rights or
remedies, nor shall any single or partial exercise of any such right or remedy preclude any other
or further exercise thereof or the exercise of any other right or remedy.

17.8 Enforcement of Rights. Each Party shall have the right to recover from the other Party
all expenses, including fees for and expenses of inside and/or outside counsel, arising out of the
other Party’s breach of this Agreement or any other action to enforce or defend rights hereunder.

17.9  Severability: Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of
this Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of
the remaining provisions of this Agreement. If any provision of this Agreement or the
application thereof to any person, entity or circumstance is held by a court or regulatory authority
of competent jurisdiction to be invalid, void or unenforceable, or if a modification or condition to
this Agreement is imposed by such court or regulatory authority, the Parties shall in good faith
negotiate such amendment or amendments to this Agreement as will restore the relative benefits
and obligations of the Parties immediately prior to such holding, modification or condition.

17.10 Remedies. No remedy conferred by any of the provisions of this Agreement is intended
Page 24 of 42



Rebuttal Exhibit LEB-3
Page 31 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

to be exclusive of any other remedy available at law or equity or otherwise. The election of one
or more remedies shall not constitute a waiver of the right to pursue any other available

remedies.
17.11 Representations and Warranties. Each Party represents and warrants to the other Party
as of the date hereof as follows:

17.11.1 Organization. It is duly organized, validly existing and in good standing

under the laws of the State in which it was organized, and has all the requisite power and
authority to own and operate its material assets and properties and to carry on its business
as now being conducted and as proposed to be conducted under this Agreement.

17.11.2 Authority. It has the requisite power and authority to execute and deliver
this Agreement and, subject to the procurement of applicable regulatory approvals, to
perform its obligations under this Agreement. The execution and delivery of this
Agreement by it and the performance of its obligations under this Agreement have been
duly authorized by all necessary corporate action required on its part.

17.11.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid and
binding obligation enforceable against it in accordance with its terms, except as the same
may be limited by bankruptcy, insolvency or other similar applicable laws affecting
creditors’ rights generally, and by general principles of equity regardless of whether such
principles are considered in a proceeding at law or in equity.

17.11.4 Regulatory Approval. It has obtained or will obtain by the
Commencement Date, any and all approvals of, and acceptances for filing by, and has
given or will give any notices to, any applicable federal or state authority, including
FERC and the KPSC (as applicable), that are required for it to execute, deliver, and
perform its obligations under this Agreement.

17.11.5 No Litigation. There are no actions at law, suits in equity, proceedings,
or claims pending or, to its knowledge, threatened against it before or by any federal,
state, foreign or local court, tribunal, or governmental agency or authority that might
materially delay, prevent, or hinder the performance by such entity of its obligations
hereunder.

17.11.6 No Violation or Breach. The execution, delivery and performance by it
of its obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material

agreement to which it is a party.
12117 No Other Warranties. EXCEPT AS PROVIDED IN THIS

AGREEMENT, TRANSERV MAKES NO OTHER WARRANTIES OF ANY KIND,
EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.
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17.12 Further Assurances. Each Party agrees that it shall execute and deliver such further
instruments, provide all information, and take or forbear such further acts and things as may be
reasonably required or useful to carry out the purpose of this Agreement and are not inconsistent
with the provisions of this Agreement.

17.13 Entire Agreement. This Agreement and the Attachments hereto set forth the entire
agreement between the Parties with respect to the subject matter hereof, and supersede all prior
agreements, whether oral or written, related to the subject matter of this Agreement. The terms
of this Agreement and the Attachments hereto are controlling, and no parole or extrinsic
evidence, including to prior drafts and drafts exchanged with any third parties, shall be used to
vary, contradict or interpret the express terms and conditions of this Agreement.

17.14 Good Faith Efforts. Each Party agrees that it shall in good faith take all reasonable
actions necessary to permit it and the other Party to fulfill their obligations under this Agreement.
Where the consent, agreement or approval of any Party must be obtained hereunder, such
consent, agreement or approval shall not be unreasonably withheld, delayed or conditioned.
Where a Party is required or permitted to act, or omit to act, based on its.opinion or judgment,
such opinion or judgment shall not be unreasonably exercised, other than where expressly
provided for herein. To the extent that the jurisdiction of any federal or state authority applies
to any part of this Agreement or the transactions or actions covered by this Agreement, each
Party shall cooperate with the other Party to secure any necessary or desirable approval or
acceptance of such authorities of such part of this Agreement or such transactions or actions.

17.15 Time of the Essence. With respect to all duties, obligations and rights of the Parties
specified by Regulatory Authorities, time shall be of the essence in this Agreement.

17.16 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.16.1 all defined terms in the singular shall have the same meaning when
used in the plural and vice versa;

17.16.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this entire
Agreement and not to any particular Section, Attachment or any other subdivision of this
Agreement;

17.16.3 references to “Section” or “Appendix” refer to this Agreement, unless

specified otherwise;

17.16.4 references to any law, statute, rule, regulation, notification or statutory
provision shall be construed as a reference to the same as it applies to this Agreement and
may have been, or may from time to time be, amended, modified or re-enacted;

17.16.5 references to “includes,” “including” and similar phrases shall mean

“including, without limitation;”

17.16.6 the captions, section numbers and headings in this Agreement are included
for convenience of reference only and shall not in any way affect the meaning or
interpretation of this Agreement;
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17.16.7 “or”’ may not be mutually exclusive, and can be construed to mean “and”
where the context requires there to be a multiple rather than an alternative obligation; and

17.16.8 references to a particular entity include such entity’s successors and
assigns to the extent not prohibited by this Agreement.

17.17 loint Effort. Preparation of this Agreement has been a joint effort of the Parties and the
resulting document shall not be construed more severely against one of the Parties than against
the other and no provision in this Agreement is to be interpreted for or against any Party because
that Party or its counsel drafted such provision. Each Party acknowledges that in executing this
Agreement it has relied solely on its own judgment, belief and knowledge, and such advice as it
may have received from its own counsel, and it has not been influenced by any representation or
statement made by the other Party or its counsel not contained in this Agreement.

17.18 Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed to be an original, but all of which together shall constitute one and the
same instrument, binding upon Company and TranServ, notwithstanding that Company and
TranServ may not have executed the same counterpart.

The Parties have caused this Independent Transmission Organization Agreement to be executed
by their duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY/
KENT UT MPANY

ﬁ;’f/\;‘s&i ef::(x’reﬂ f%ﬂ"
Date: (5 /a//¢

TRANSERYV INTERNATIONAL, INC.

Name: Sasan Mokhtari, PhD

T AT

—
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Appendix A
Louisville Gas and Electric

Company/

Kentucky Utilities Company

INDEPENDENT TRANSMISSION
ORGANIZATION

SERVICE SPECIFICATION
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1. Overview

This Appendix A is intended to be consistent with the terms and conditions of the LG&E/KU
Open Access Transmission Tariff (OATT), including Attachment P thereto. If there is any conflict
between this Appendix A and the OATT, the OATT shall govern. TranServ shall perform its
obligations under this Appendix A in accordance with Section 1.3.1 of this Agreement.

The services delegated to TranServ include the administration of the LG&E/KU Open
Access Same-time Information System (OASIS), transmission service request evaluation
process, Available Transfer Capability (ATC)/ Available Flowgate Capability (AFC) management,
study queue administration, study performance, and stakeholder facilitation. TranServ, as the
ITO, will administer the OATT granting of service for both short and long-term transmission
requests, administer the large generator interconnection request queue, and perform
transmission studies. TranServ will facilitate the LG&E/KU long-term transmission planning
function and stakeholder processes.

2. Definitions

Company - Louisville Gas and Electric Company/Kentucky Utilities Company (LG&E/KU)
ITO - Independent Transmission Organization

ITO Services - The applicable functions to be performed as specified in the ITO Agreement
RC - Reliability Coordinator

Service Interruption - A Service Interruption is the loss of Service function, under the direct
control of TRANSERV with no mutually agreed to work around provided within the Service

Normal Business Hours - TranServ normal business hours are between the hours of 0700
and 1700 CT, Monday-Friday on days other than the holidays listed below:

; New Year's Day

2. Memorial Day

3. Independence Day
4, Labor Day

5. Thanksgiving
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6. Day after Thanksgiving
7. Day before Christmas

8. Christmas Day
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3. Roles and Responsibilities for Providing ITO Services

3.1 TranServ

TranServ International, Inc. (TranServ) will provide services to LG&E/KU as the ITO. The
services that TranServ will provide include:

3.1.1 Customer Interface

Responsibility for operating and maintaining OASIS website and keeping it up-to-date with
Federal Energy Regulatory Commission (FERC) and North American Energy Standards Board
(NAESB) posting requirements, including all Order No. 890 posting requirements (such as study
performance metrics, Available Transfer Capability (ATC) calculations, etc.). This includes
establishing an interface for customers to submit service requests, and oversight and evaluation
of ATC values calculated using software procured from Open Access Technology International,
Inc. (OATI) and information from the RC. TranServ’s responsibilities and duties in administering
OASIS will include the following:

* Performing the duties of a Responsible Party as defined in the Commission’s OASIS
regulations, 18 C.F.R. § 37.5 and FERC Order No. 676.

= Posting information required to be on the Transmission Provider's OASIS under the
Commission's OASIS regulations, 18 C.F.R. § 37.6 and FERC Order No. 676.

= Maintaining and retaining information posted on OASIS in accordance with the
Commission's regulations, including 18 C.F.R. Parts 37 and 125.

o [Establishing and maintaining queues for processing transmission service requests and
generator interconnection (Gl) requests.

» Participating in the drafting and posting of Business Practices on the OASIS website,
including any FERC or NAESB-required Business Practices. Company shall have final
review, ownership, and approval for all Business Practices.

e Participating in periodic reviews of, and providing expertise/comments on, the OATT.
Company retains final authority over the OATT’s content, including retaining the right and
responsibility to file changes to the OATT.

o Participating in stakeholder meetings and/or conference calls as required. These
stakeholder meetings will include TranServ, Company, Customers (as appropriate) the
RC, and other entities as required, to address concerns regarding Company’s system,
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administration of the OATT, and related issues.

» Responsibility for coordinating with third-party transmission system owners and operators
as necessary to support customer service requests. This includes coordinating the
provision of any data from Company to the third-party system.

= Management of ATC/AFC Calculation and Posting.

» Implementation of certain aspects of the Congestion Management Process (CMP)
established by the Midcontinent Independent System Operator, Inc. (MISO), PJM
Interconnection LLC (PJM), and TVA.

« Administration of request evaluations for LG&E/KU tariff service.
e Processing of e-Tags as the transmission provider.

s Reviewing software changes requested from OATI, verifying and testing for proper
operations before OATI implements those changes.

3.1.2 Transmission Service and Generator Interconnection Requests and Studies

» Receive and process all applications for Point-to-Point, Network Integration Transmission
Service (NITS), and for Gls.

= For short-term Point-to-Point Transmission Service requests (i.e., where the request is
within the posted ATC horizon), evaluate and approve a request where the posted ATC is
sufficient for the requested transaction. If ATC is insufficient, TranServ shall propose
conditional service options to the customer in accordance with the OATT, or otherwise
deny the service. If the customer accepts conditional service options, TranServ will be
responsible for performing biennial reassessments, as provided under the OATT.

e For long-term Point-to-Point Transmission Service requests, NITS, or Gl requests:

= Determine whether a System Impact Study (SIS) is necessary to accommodate
the request.

= Render all study agreements (SIS, Interconnection Feasibility Studies (IFS),
Facilities Study (FS), and Feasibility Analysis Studies (FAS)) to customers within
the timeframe provided in the OATT.

= Perform the SIS or FAS in the timeframe provided in the OATT, including clustered
SISs when requested by customers and/or Company.

= Perform the SIS or FAS using Company's planning criteria.
Page 33 of 42



Rebuttal Exhibit LEB-3
Page 40 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

= For any study that TranServ performs that requires information from Company
(e.g., good faith construction estimates that are included in the SIS), request such
information from Company no less than ten (10) business days before the
expiration of the applicable study period.

= Complete study reports and post on OASIS within the timeframe required under
the OATT.

= Notify the Company and individual customers of completed study reports, and alert
the Company to initiate service agreements, if applicable.

= Receive customer deposits.

= Bill customers for SIS, IFS, FS, and FAS as required by the OATT, including
provision of an itemized bill for services if requested by a customer.

= Reimburse Company for any study costs incurred in contributing to the study and
render payment to any third-party vendors for work performed.

¢ Responsible for receiving and processing requests to designate or un-designate Network
Resources, as provided under the OATT.

» |f a customer requests a modification to its service, or if a customer assigns its
transmission service to a third-party who request modification to the service, process
those modification requests in accordance with the terms of the OATT.

¢ Track all study metrics, including data submittals, input validations, modifications, time and
costs associated to perform the study.

+ Track the performance of all studies and alert Company if a FERC filing requirement or
penalty payment has been triggered due to late studies, as described under the OATT.

3.1.3 ATC Calculation

e Calculate ATC as provided for in Attachment C to the OATT. This includes receiving
initial AFC values from the RC, calculating final AFC values using the algorithms included
in Attachment C, and converting the AFC to ATC using OATI software.

» Post on OASIS the mathematical algorithms used to calculate firm and non-firm AFC.
TranServ shall also post the resuits of the AFC calculations on OASIS.

o Daily review of transmission service requests (TSRs) and eTag action and statistics.
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o Daily review of posted AFC/ATC information and investigation into any anomalies.

s Review, observation, and validation of the Total Transfer Capability (TTC) development

process.

3.1.4 Interchange and Scheduling
¢ As the Transmission Service Provider, responsible for the following activities:
= Confirm that each electronic schedule (e-Tag) has a confirmed transmission
service request.
= Approve the interchange schedules as the transmission service provider.
» Curtail electronic schedules if requested by the RC or Balancing Authority (BA).

= Monitor and validate the Net Scheduled Interchange (NSI), as processed by OATI
software, to ensure timely creation of the NSI data file with a syntactical quality
check on the data set.

3.1.5 Transmission Planning

e TranServ will participate in Company’s transmission planning process as outlined in
Attachment K to the OATT, including the following activities:

= Review and approve Company’s long-term (generally one year and beyond) plan
for the reliability/adequacy of Company’s Transmission System.

= Review and approve Transmission System models (steady state, dynamics, and
short circuit).

= Develop alternatives to Planning Redispatch service.

= Notify impacted transmission entities of any planned transmission changes that
may influence their facilities.

= Participate with the SPC and associated SPC working groups, as required.
= Participate in the overall OATT Attachment K process as observer.
= The Parties agree that the final annual transmission plan and decision of

whether/when to construct and expand the system rests with Company.

= Both parties will communicate openly and in a timely manner; each will perform
their respective work; and both will continually work together to improve mutual
and individual processes in a joint effort to assure work is completed pursuant to
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Company standards and deadlines.

3.1.6 Compliance

e Establish and adhere to a “culture of compliance” for TranServ Personnel and TranServ
Designees consistent with FERC'’s Policy Statement on Compliance, 125 FERC {] 61,058
(2008) as may be supplemented or amended by further FERC orders. TranServ shall
take such reasonable steps requested by the Company in furtherance of such a culture of
compliance.

e In accordance with Louisville Gas and Electric Company, 114 FERC ¥ 61,282 at P 152
(2006), provide FERC with semi-annual reports “detailing concerns expressed by
stakeholders and [ITO's] response to those concerns as well as any issues or tariff
provisions that hinder [ITO] from performing its required duties" as requested.

e Maintain records and provide reports as required by the Kentucky Public Service
Commission (KPSC), OATT, Department of Energy (DOE), FERC, NERC, SERC
Reliability Corporation (SERC) or NAESB. Without limiting the foregoing, Company may
from time-to-time provide TranServ with specific direction as to records that Company
expects to support compliance efforts, and TranServ shall maintain such records as
directed.

e Assist Company, as requested by Company, in the preparation of applications, audit
materials, filings, reports or responses to any Regulatory Authority. Without limiting the
foregoing, this assistance may include from time-to-time preparation for (and participation
in, if appropriate) FERC or NERC audits and providing event analysis information for
FERC, NERC or SERC. TranServ's support shall be provided in a time frame reasonably
requested by Company. '

» Monitor FERC, NERC, SERC, and NAESB activities for changes in standards or
compliance requirements that may require modification to the ITO Services or other
coordination with Company. To the extent possible, TranServ shall notify Company of
any proposed or pending modifications prior to their implementation. The Parties shall
work together to establish a work plan and timetable for implementation of any such
changes. The Parties agree that all changes to ITO Services resulting from legal and
regulatory developments as well Company requests, shall be assessed using the change
order process detailed in Section 5 of this Appendix A.
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3.2 Transmission Planner

TranServ will provide certain services to LG&E/KU, the Transmission Planner (TP). The
services include:

3.2.1 Customer Interface

e TranServ will participate in the drafting of Business Practices; including any FERC or
NAESB required Business Practices. Company shall have final review, ownership, and
approval for all Business Practices.

« TranServ will participate in periodic reviews of, and provide expertise/comments on the
OATT. Company retains final authority over the OATT's content, including retaining the
right and responsibility to file changes to the OATT.

« Responsible for planning, coordinating and holding regular stakeholder meetings and/or
conference calls. These stakeholder meetings will include TranServ, Company, and the
RC, and other entities as required, to address concerns regarding Company’s system,
administration of the OATT, and related issues. This activity includes (as necessary)
performing background checks for stakeholders who desire access to Critical Energy
Infrastructure Information (CEll), preparing meeting materials, facilitating the meeting, and
preparing post-meeting minutes for posting on OASIS.

e Responsible for coordinating with third-party transmission system owners and operators
as necessary to support customer service requests. This includes coordinating the
provision of any data from Company to the third-party system.

3.3 LG&E/KU

TranServ understands that Company has the following responsibilities in support of the
ITO Services under this Appendix A:

3.3.1 Customer Interface

« Contracting for the OATI webSmartOASIS service that meets FERC and NAESB
regquirements.

e Contracting for the OATI webTrans service used to evaluate and take actions on
transmission service requests and e-Tags.

= Continuation of Agreement with the RC to provide necessary data for AFC/ATC calculation
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and posting processes.
» Final review, ownership, and approval for all Business Practices.

e Final authority over the OATT’s content, including the right and responsibility to file
changes to the OATT.

s Cooperate in the coordination with third-party systems as necessary to support customer
service requests. This includes coordinating the provision of any data from Company to
the third-party system.

3.3.2 Compliance

¢ From time-to-time provide TranServ with specific direction as to records that Company
expects to support compliance efforts, TranServ shall maintain such records as directed
in order to provide reports as required by the KPSC, OATT, DOE, FERC, NERC, SERC
or NAESB.

» Respond to TranServ notifications of FERC, NERC, SERC, and NAESB activities for
changes in standards or compliance requirements that may require modification to the
ITO Services or other coordination with Company within requested response timelines.
Work together with ITO to establish a work plan and timetable for implementation of any
such changes. The Parties agree that all changes to ITO Services resulting from legal
and regulatory developments as well Company requests, shall be assessed using the
change order process detailed in Section 5 of this Appendix A.
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4. Customer Support

TranServ will provide support for Service 24-hours per day and 365-days per year by utilizing a
single point of contact support staff. During Normal Business Hours the support staff can be
contacted by telephone or by e-mail as outlined in published TranServ's ITO Support
Information. After Normal Business Hours support is achieved through telephone only.
TranServ will take all reasonable effort to ensure that reported problems or other Customer
support related events are responded to within 30-minutes of the event nofification when ITO
Support Procedures are followed.

41 Problem Resolution

Problems or outages are reported to TranServ by following customer support processes. All
problems or questions are assigned a severity level by mutual agreement of the parties.
Problems which are considered Critical or High in severity should be reported to TranServ at
any time. Problems considered Medium or Low severity should be reported by phone during
business hours or by e-mail at any time. The severity level classifications are defined as

follows:

Critical - Problems or issues that are impacting business immediately or
impacting grid reliability and action is required prior to next business
day.

High - Problems or issues that affect a key functionality of Service component

and there is no work around available but immediate business or grid
reliability impact is not present.

Medium - Business processes are impacted, but satisfactory work around is in
place to avoid business interruptions.

Low - Customer inquiries or reported problems and issues that create
nuisances or inconveniences for the customer. Minimal or no business
impact is occurring.
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Ticket Resolution
Action TranServ Responsibility Time To Remedy
Correct a ‘Critical’ During normal business hours TranServ | TranServ will work
severity Problem or will respond to reported Critical severity | continuously until
Issue problems and begin corrective action resolution is in place.
immediately until either a satisfactory This may include a
work around s in place or problem is temporary work around
resolved. Outside of normal business | until a permanent
hours TranServ will respond to reported | correction can be
Critical severity problems within 30- implemented.
minutes of notification. Escalation to Performance goal is to
responsible TranServ senior resolve all Critical
management will occur in all cases. severity tickets within 4-
hours.
Correct a ‘High' During normal business hours TranServ | TranServ will provide an
severity Problem or will respond to reported High severity initial problem analysis
Issue problems and begin corrective action to | update within 8-hours at

resolve with either a satisfactory work
around or problem resolution prior to
end of business day. Outside of normal
business hours TranServ will respond to
reported High severity problems within
30-minutes of notification. Escalation to
responsible TranServ senior
management will occur in all cases.

all times. This may
include a recommended
temporary work around
until a permanent
correction can be
implemented.
Performance goal is to
resolve all High severity
tickets within 24-hours.

Correct a ‘Medium’

TranServ will schedule corrective action

TranServ will provide an

severity Problem or jointly with Customer. Problems of initial problem analysis
Issue Medium severity should be reported by | update within 3-business
telephone during business hours or by | days of nofification of
e-mail at any time. problem. An appropriate
action plan and resolution
schedule will be mutually
agreed to with the
Customer. Performance
goal is to resolve all
Medium severity tickets
by agreed to
commitment date.
Correct a ‘Low’ TranServ will schedule corrective action | TranServ will provide an
severity Problem or jointly with Customer. Problems of Low | initial problem analysis
Issue severity should be reported by update within 5-business
telephone during business hours orby | days. An appropriate
e-mail at any time. action plan and resolution
schedule will be mutually
agreed to with the
Customer.

Performance goal Is to
resolve all Low severity
tickets by agreed to
commitment date.
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41.1 Tickets - OATI webSupport

To ensure all customers of TranServ receive a high level of customer service all calls or e-mails
with questions or reported problems are documented in a Ticket. All TranServ staff members
utilize OAT| webSupport, an issue reporting and assignment platform allowing tracking and
confirmed resolution of all issues reported to TranServ. Upon receiving a communication from
a customer, TranServ will open a webSupport Ticket. The Ticket contains customer contact
information, data metrics on the type of problem, an identification of the TranServ staff member
to whom the Ticket is currently assigned, a detailed description of the problem, and a detailed
description of the problem's current status which will eventually include a description of how the
issue was resolved. The TranServ staff member provides the Ticket number to the customer
for all issues not resolved immediately. If the issue cannot be resolved by the TranServ staff
member creating the Ticket, the Ticket is reassigned to another member of the TranServ team.
The TranServ staff member who initially created the Ticket is expected to use webSupport's
monitoring capability to determine unresolved Tickets, and to reassign or escalate it as
necessary at any time to promote prompt resolution within response timing guidelines.

4.1.2 Response Time

TranServ support staff will answer all calls as received during normal business hours and take
all reasonable effort to resolve issues at the time of call. For issues and problems that are not
immediately resolved, TranServ will follow normal processing for assigned severity level and
notify customer once resolution occurs.

Calls to support staff outside of normal business hours will be answered as received and
customer will be notified within 30-minutes on planned actions to be taken by TranServ support
staff in accordance with normal processing for assigned severity level.

41.2.1 Ticket Escalation

Problem tickets that cannot be resolved in accordance with normal processing for assigned
severity level will be escalated to appropriate TranServ management. Customers may request
immediate ticket escalation to appropriate TranServ management.

4.1.2.2 Customer Satisfaction

Customer satisfaction inquiries are automatically sent to customers upon the closing of a ticket.
The results of these surveys result in improved performance by customer support staff or
changes in business processes.
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5. Service Modifications

From time to time Company may require a modification to an existing Service function. Such
modifications may be prompted by changes in regulatory compliance requirements, or by a
Company request. Minor modifications that require reasonably minimal resource commitment
from TranServ staff will be included within a reasonable time period at no cost to Company.
Modifications that may have more significant impact on Service design or will impact TranServ
staff resource commitments more than minimally will be discussed with Company and may in
some instances require additional payment by Company, or likewise, require a decrease in
payment by Company. Each of these change requests will be described in a written Change
Order. Each Change Order will be scheduled for implementation upon written agreement with
Company as to scope, cost and schedule.

5.1 Minor Changes

Any change to an existing Service function that does not have a significant impact on Service
design or require TranServ to staff or contract with additional personnel, if even for a brief period
of time, to prepare for and/or meet the requirements of the change (a “Minor Change”) will be
integrated into Company’s Service at no cost to Company. A written Change Order will be
negotiated and executed between Company and TranServ prior to implementation of any Minor
Change.

6.2 Major Changes

Any change to an existing Service function that has a significant impact on Service design or
requires TranServ to staff additional or fewer personnel, if even for a brief period of time, in
order to prepare for and/or meet the requirements of the change (a “Major Change”) will require
a written Change Order which must be negotiated and executed between Company and
TranServ prior to implementation of any Major Change.

6. Reliability Coordination

TranServ will be required to coordinate its operations with the LG&E/KU designated RC. The
RC is responsible for performing certain reliability related tasks for the LG&E/KU system, including
acting as the NERC-registered Reliability Coordinator. The RC'’s responsibilities are detailed in
the Reliability Coordinator Agreement and Attachment P to the LG&E/KU OATT.
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ATTACHMENT O

AGREEMENTS BETWEEN THE TRANSMISSION OWNER AND THE ITO
AND THE RELIABILITY COORDINATOR

Independent Transmission Organization
Agreement

Between

Louisville Gas and Electric Company/
Kentucky Utilities Company

And
TranServ International, Inc.

FINAL
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INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT

This Independent Transmission Organization (“1TO”) Agreement (this “Agreement”) is entered
into on September 1, 2017, between Louisville Gas and Electric Company and Kentucky Utilities
Company, corporations organized pursuant to the laws of the Commonwealth of Kentucky
(collectively, “Company”), and TranServ International, Inc., an entity organized pursuant to the
laws of Delaware (“TranServ”). Company and TranServ may sometimes be individually
referred to herein as a “Party” and collectively as the “Parties.”

WHEREAS, Company owns, among other things, an integrated electric transmission system
(“Transmission System”), over which open access transmission service is provided to customers in
the Company’s Balancing Authority Area (as that term is defined by the North American Electric
Reliability Corporation (“NERC”));

WHEREAS, the Company has an Open Access Transmission Tariff (“OATT”) on file with the
Federal Energy Regulatory Commission (“FERC”)

WHEREAS, Company’s current contract with TranServ is scheduled to expire on August 31,
2017;

WHEREAS, Company desires that, upon expiration of the current contract, TranServ will
continue its  work under this Agreement, as detailed herein;

WHEREAS, Company remains the owner of its Transmission System and shall be the ultimate
provider of transmission services to Eligible Customers (as defined in the OATT), including the
sole authority to amend the OATT;

WHEREAS, TranServ: (i) is independent from Company; (ii) possesses the necessary competence
and experience to perform the functions provided for hereunder; and (iii) is willing to perform such
functions under the terms and conditions agreed upon by the Parties as set forth in this Agreement;
and

WHEREAS, as part of Company’s goal to maintain independence in the operation of its
Transmission System in order to prevent any exercise of transmission market power, Company
entered into a Reliability Coordinator Agreement (the “Reliability Coordinator Agreement”) with
the Tennessee Valley Authority, NERC-certified reliability coordinator (the “Reliability
Coordinator™), pursuant to which the Reliability Coordinator provides to Company certain
required reliability functions.

NOW THEREFORE, in consideration of the mutual promises contained herein, and other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
Parties hereby agree as follows:
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Section1-  Services to be Provided; Standards of Performance

1.1 Services. TranServ shall perform, or cause to be performed, the services described in
Appendix A hereto as well as any obligations expressly assigned to the ITO under the OATT
(*ITO Services”) during the Term in accordance with the terms and conditions of this Agreement,
subject to modification pursuant to Section 1.4 hereto.

1.2 Coordination with Reliability Coordinator. In conjunction with its performance of ITO
Services, TranServ shall coordinate and cooperate with the Reliability Coordinator in accordance
with the terms of the OATT and all NERC and SERC Reliability Corporation (“SERC”)
requirements. TranServ shall provide to the Reliability Coordinator, subject to the terms and
conditions of this Agreement, including TranServ’s obligations with respect to Confidential
Information in Section 10, any information that the Reliability Coordinator may reasonably
request in order to carry out its functions under the Reliability Coordinator Agreement, which
agreement is included in the OATT.

1.3 TranServ Performance; Compliance.

1.3.1 Performance. TranServ, TranServ Personnel and any TranServ Designee (as
defined in Section 17.5) shall perform TranServ’s obligations (including ITO Services)
under this Agreement:

@ in an independent, fair, and nondiscriminatory manner; and
(b) in accordance with:

0] any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period, or
any of the practices, methods and acts which, in the exercise of reasonable judgment in light of the
facts known at the time the decision was made, could have been expected to accomplish the
desired result at a reasonable cost consistent with good business practices, reliability, safety and
expedition (“Good Utility Practice”). Good Utility Practice is not intended to be limited to the
optimum practice, method, or act to the exclusion of all others, but rather to be acceptable
practices, methods, or acts generally accepted in the region, including those practices required by
Federal Power Act Section 2 14(a)(4);

(i)  the terms and conditions of the OATT;

(iii)  all applicable laws and the requirements of federal and state
regulatory authorities, including the Kentucky Public Service Commission (“KPSC”), Department
of Energy (“DOE”), FERC, NERC, SERC, and the North American Electric Standards Board
(“NAESB”) (collectively, “Regulatory Authorities™); and in fulfilling this requirement in this
subsection (iii), TranServ will cooperate with all reasonable requests by Company for information,
interviews with TranServ personnel, or other support that may be needed to investigate possible
FERC, NERC or other compliance violations or prepare for or respond to compliance-related
audits, self-certifications, and other inquiries by Regulatory Authorities (whether internal or
external); and

(iv)  any methodologies, processes, or procedures relating to ITO
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Services which Company may develop and which Company determines are necessary or
appropriate to ensure safe and reliable system operations and compliance with all applicable laws
and the applicable requirements of Regulatory Authorities.

1.4  Changesto ITO Services. The Parties agree that all changes to ITO Services resulting
from legal and regulatory developments, as well as Company requests, shall be assessed using a
change order process. This process will include a written assessment of impacts to ITO Services
consistent with Section 5 of Appendix A. Changes will be implemented only after mutual
execution of a change document, which may be titled a Change Order or an Amendment. If the
Parties are unable to agree on whether a change constitutes a “Minor Change,” or a “Major
Change,” as those terms are used in Section 5 of Appendix A, such Dispute shall be resolved in
accordance with Section 3.6.

Section 2 -  Independence and Standards of Conduct

2.1  TranServ Personnel. All ITO Services shall be performed by staff members of TranServ
(“TranServ Personnel) or TranServ Designees. No TranServ Personnel or TranServ Designee
shall also be employed by Company or any of its Affiliates (as defined in FERC’s regulations, 18
C.F.R. 8 35.34(b)(3) (2011)). TranServ, TranServ Employees, and TranServ Designees shall (i)
be Independent of and (ii) shall not discriminate against Company, any of its Affiliates, or any
Tariff Participant. For purposes of this Agreement: (a) “Independent” shall mean that TranServ,
TranServ Personnel, and any TranServ Designees are not subject to the control of Company, its
Affiliates or any Tariff Participant, and have full decision-making authority to perform all ITO
Services in accordance with the provisions of this Agreement. Any TranServ Personnel or
TranServ Designee owning securities in Company, its Affiliates or any Tariff Participant shall
divest such securities within six (6) months of first being assigned to perform such ITO Services,
provided that nothing in this Section 2.1 shall be interpreted or construed to preclude any such
TranServ Personnel or TranServ Designee from indirectly owning securities issued by Company,
its Affiliates or any Tariff Participant through a mutual fund or similar arrangement (other than a
fund or arrangement specifically targeted toward the electric industry or the electric utility industry
or any segment thereof) under which the TranServ Personnel or the TranServ Designee does not
control the purchase or sale of such securities. Participation by any TranServ Personnel or
TranServ Designee in a pension plan of Company, its Affiliates or any Tariff Participant shall not
be deemed to be a direct financial interest if the plan is a defined-benefit plan that does not involve
the TranServ Personnel’s or TranServ Designee’s ownership of the securities; and (b) “Tariff
Participant” shall mean Company Transmission System customers, interconnection customers,
wholesale customers, affected transmission providers, any Market Participant (as defined in
FERC’s regulations, 18 C.F.R. § 35.34(b)(2) (2011)) and similarly qualified third parties within
the Company Balancing Authority Area. For the avoidance of doubt, Company shall have no
veto authority over the selection of TranServ Personnel or TranServ Personnel matters, including
TranServ’s appointment of a TranServ Project Manager (as provided in Section 8.2) except that
the Company and TranServ hereby agree that TranServ shall be prohibited from hiring current or
former Company employees until at least one (1) year subsequent to the Company employee’s
separation from Company. Likewise, Company is prohibited from hiring current or former
TranServ employees until one (1) year subsequent to the TranServ employee’s separation from
TranServ.

2.2  Standards of Conduct Treatment. All TranServ Personnel and TranServ Designees
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performing work under this Contract shall be treated, for purposes of the FERC’s Standards of
Conduct (18 C.F.R. Part 358 ), as transmission function employees. All restrictions relating to
information sharing and other relationships between marketing function employees and
transmission function employees, as those terms are defined in the Standards of Conduct,
including the non-discrimination requirements contained therein, shall apply to TranServ
Personnel and TranServ Designees performing work under this Contract, or likely to become privy
to transmission function information. Said TranServ Personnel and TranServ Designees shall
participate in any Standards of Conduct training that the Company may request for compliance
purposes. TranServ shall provide prompt notice of new TranServ Personnel or TranServ
Designees to Company to assure new persons are trained within the first thirty (30) days of their
employment with TranServ.

Section 3-  Compensation; Billing and Payment; Performance Review

3.1  Compensation for Services. Company shall pay to TranServ an annual fee for
performance of the ITO Services (“Annual Fee”). The Annual Fee (subject to increases or
decreases in accordance with Section 5 of Appendix A) shall be $2,479,543.56 for the first
Contract Year and shall escalate by one and five/tenths percent (1.5%) of the prior year’s Annual
Fee for each Contract Year thereafter.

3.2  Out-of-Pocket Costs. Company shall reimburse TranServ for actual out-of-pocket third
party costs and expenses, without markup, for (a) regulatory legal support that is reasonably
allocable to TranServ’s performance of ITO Services, provided that in no event shall Company
reimburse TranServ for legal fees associated with any actual or potential Dispute under this
Agreement, (b) travel and lodging that are reasonably allocable to TranServ’s performance of ITO
Services and (c) setting up regular stakeholder meetings (collectively, (a), (b) and (c) are
“Qut-of-Pocket Costs™); provided, however, that all Out-of-Pocket Costs subject to reimbursement
under this Section 3.2 must be reviewed and approved by Company prior to TranServ incurring
such expense.

3.3 Payment.

3.4.1 Monthly Payment. TranServ shall deliver to Company monthly invoices by
regular mail, facsimile, electronic mail or such other means as the Parties agree. Such
invoices shall set forth (i) one-twelfth (1/12) of the Annual Fee for each month in advance,
and (ii) any Out-of-Pocket costs incurred during the previous month, provided however,
that travel expenses occurring on the last three (3) days of each month may be carried over
to future invoices for ease of administration. Company shall make payment of the amount
invoiced by wire transfer in immediately available funds to an account specified by
TranServ not later than the thirtieth (30™) day after receipt of the invoice, unless such day is
not a business day, in which case on the next business day. All such payments shall be
deemed made when said wire transfer is received by TranServ. Overdue payments shall
accrue interest calculated at the FERC interest rate as defined in 18 C.F.R.
§35.19a(2)(iii)(A) (2011) (“EERC Interest Rate™).

3.4 Annual Review.

3.4.1 Annual Review. Commencing at the end of each Contract Year, no later than sixty
(60) days after the end of each Contract Year, TranServ shall determine and deliver to
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Company a calculation of TranServ’s actual labor in providing ITO Services for the
preceding Contract Year (“Annual Labor”). The Annual Labor calculation shall detail the
job title and number of full-time employees assigned to ITO Services, and the number of
hours spent in performing ITO Services. The Annual Labor shall also include the hours
for any tasks which TranServ outsourced to TranServ Designees.

3.5  Compensation Disputes. Notwithstanding the Dispute resolution provisions in Section
8.3, for any Disputes concerning compensation under this Section 3, Company shall timely file
notice of such Dispute with FERC and request that FERC resolve such Dispute. TranServ retains
the authority to file notice with FERC of any such Dispute if it so desires. If either Party in good
faith disputes any invoice submitted by the other Party pursuant to this Agreement, then the
disputing Party (i) shall timely pay the other Party the entire invoiced amount and (ii) shall furnish
the other Party with a written explanation specifying the amount of and the basis for the Dispute.
Within twenty (20) days after resolution of such Dispute, the Party owing money shall pay the
other Party the amount owed, if any, together with interest calculated at the FERC Interest Rate.

Section4 -  Term and Termination

4.1  Term. The initial term of this Agreement shall begin on September 1, 2017
(“Commencement Date”), and shall continue for five (5) years thereafter (“Initial Term”). At the
conclusion of the Initial Term, this Agreement shall automatically extend for successive one (1)
year terms (each a “Subseguent Term”), unless terminated by either Party in accordance with the
terms of this Agreement. Three hundred and sixty (360) days prior to the conclusion of the Initial
Term either Party may notify the other, in writing, of a desire to amend terms or pricing of this
Agreement for the Subsequent Terms. If such amendment is not agreed upon by both parties 180
days prior to the beginning of the first Subsequent Term, the Amendment shall not automatically
extend and will terminate on the later of i) the conclusion of the Initial Term, as defined above, or
i) receipt of the regulatory approvals required under Section 4.5. The Initial Term or any
Subsequent Terms are each referred to herein as a “Term.” For the purposes of this Agreement, a
“Contract Year” shall begin on the Commencement Date or anniversary thereof and conclude
twelve (12) months thereafter.

4.2  Termination by Either Party. This Agreement may be terminated by either Party at the
end of a Term upon prior one hundred eighty (180) days written notice to the other Party, which
termination shall be effective upon the later of (i) one hundred eighty (180) days after the date of
such written notice, or (ii) receipt of the regulatory approvals required under Section 4.5.

4.3 Immediate Termination.

4.3.1 Termination for Cause. Subject to Section 4.5, either Party may terminate this
Agreement upon prior written notice thereof to the other Party if:

@) Material Failure or Default. The other Party fails, in any material respect,
to comply with, observe or perform, or defaults, in any material respect, in the
performance of the terms and conditions of this Agreement, and such failure or
default remains uncured for thirty (30) days after written notice thereof, provided
that such failure or default is susceptible to cure and the other Party is exercising
reasonable diligence to cure such failure or default;
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(b) Pattern of Failure. It determines, in its reasonable discretion, that there has
been a pattern of failure by the other Party to comply with the standards of
performance set forth in Section 1.3.1, whether or not such failure is material,

() Gross Negligence, Willful Misconduct or Fraud. The other Party commits
gross negligence, willful misconduct or fraud in the performance of its obligations
under this Agreement;

(d) Material Misrepresentation. Any representation made by the other Party

hereunder shall be false or incorrect in any material respect when made and such

misrepresentation is not cured within thirty (30) days of such discovery or written
notice thereof, or is incapable of cure;

(e) Bankruptcy. The other Party: (i) files a petition or otherwise commences,
authorizes or acquiesces in the commencement of a proceeding or cause of action
under any bankruptcy, insolvency, reorganization or similar law, or has any such
petition filed or commenced against it; (ii) makes an assignment or any general
arrangement for the benefit of creditors; (iii) otherwise becomes bankrupt or
insolvent (however evidenced); (iv) has a liquidator, administrator, receiver,
trustee, conservator or similar official appointed with respect to it or any substantial
portion of its property or assets; or (V) is generally unable to pay its debts as they
fall due; or

()] Dissolution. The other Party dissolves or is dissolved or its legal existence
is otherwise terminated.

4.3.2 Immediate Termination Not For Cause. Subject to Section 4.5, Company may
terminate this Agreement upon thirty (30) days prior written notice thereof to TranServ if:

@) Failure to Negotiate Amendment. The Parties are unsuccessful in
negotiating an amendment or amendments to this Agreement pursuant to Section
17.9;

(b) Regulatory Changes/Modifications. A Regulatory Authority makes any
material changes, modifications, additions, or deletions to this Agreement, unless
both Parties agree to such changes, modifications, additions, or deletions;

(c) Failure to Receive Requlatory Approval. Prior to the Commencement
Date, FERC rejects this Agreement or Company’s selection of TranServ as the
ITO;

(d) RTO. Company joins a regional transmission organization (“RTO”);or

(e) Extended Force Majeure. A Party is excused because of Force Majeure (as
defined in Section 11) for more than thirty (30) days from performing any of its
material obligations under this Agreement.

4.4  Termination for Lack of Independence. Subject to Section 4.5, Company may terminate
this Agreement upon prior written notice thereof to TranServ if FERC or the KPSC issues a final
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order that declares that TranServ lacks independence from Company and TranServ cannot obtain
independence in a reasonable manner or time period.

45  Regulatory Approval. No termination of this Agreement shall be effective until approved
by FERC and the KPSC. Notice of termination provided pursuant to Sections 4.3 and 4.4 shall
become effective immediately upon approval by FERC and the KPSC.

4.6  Return of Materials. Upon any termination of this Agreement TranServ shall timely and
in an orderly manner turn over to Company all materials that were prepared or developed pursuant
to this Agreement prior to termination, and return or destroy, at the option of Company, all Data
and other information supplied by Company to TranServ or created by TranServ on behalf of
Company.

4.7  Survival. All provisions of this Agreement which are by their nature or terms intended to
survive the termination of this Agreement, including the obligations set forth in Section 7 and
Section 10, shall survive termination of this Agreement.

4.8 Compensation for Early Termination.

4.8.1 If Company terminates this Agreement before the end of a Term pursuant to
Section 4.3.2 (a), (b), (d) or (e), then Company shall pay to TranServ the Annual Fee(s)
through the longer of the end of the Contract Year or for six (6) months subsequent to the
date of termination, which fees shall be accelerated hereunder for this purpose, plus any
unpaid Out-of-Pocket Costs that TranServ has incurred through the date of any such
termination. In the event that this Section 4.8.1 should trigger an acceleration of Annual
Fee(s) that would otherwise span multiple years, such fees paid by Company to TranServ
shall not include any escalation of one and five/tenths percent (1.5%) as described in
Section 3.1 that had not yet been previously applied to the Annual Fee(s).

4.8.2 If Company terminates this agreement before the end of the Term, and such
termination is for cause pursuant to Section 4.3.1, then Company shall only be liable for
TranServ’s Out-of-Pocket Costs incurred pursuant to contracts which extend beyond any
early termination date.

4.9  Post-Termination Services. Commencing on the date that any termination becomes
effective (“Termination Date™) and continuing for up to one hundred eighty (180) days thereafter,
TranServ shall (a) provide ITO Services (and any replacements thereof or substitutions therefor),
to the extent Company requests such ITO Services to be performed, and (b) cooperate with
Company in the transfer of ITO Services (collectively, the “Post-Termination Services”) as such
services are authorized under a separate agreement between the Parties. TranServ shall, upon
Company’s request, provide the Post-Termination Services at a cost to be negotiated and mutually
agreed to at that time. The quality and level of performance of ITO Services by TranServ shall
not diminish. After the expiration of the Post-Termination Services, TranServ shall answer
questions from Company regarding ITO Services on an *“as needed” basis at TranServ’s
then-standard billing rates.

4.10 Termination for Guarantee Termination. A guaranty with Open Access Technology
International, Inc., in favor of Company and with TranServ as a counterparty was executed
(November 29, 2016) (hereinafter “the Guaranty”). Subject to Section 4.5, Company may
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terminate this Agreement if the Guaranty is terminated and TranServ does not provide a
replacement Guaranty determined, by Company, to be satisfactory.

Section5-  Data Management and Intellectual Property

5.1  Supply of Data. During the Term, Company shall supply to TranServ, and/or grant
TranServ access to all Data that TranServ requests and that TranServ believes is necessary to
perform its duties and obligations under this Agreement, including ITO Services. The Parties
shall agree upon the initial format and manner in which such Data shall be provided. For
purposes of this Agreement, “Data” means all information, text, drawings, diagrams, models,
images or sounds which are embodied in any electronic or tangible medium and which (a) are
supplied or in respect of which access is granted to TranServ by Company under this Agreement,
which shall be Company’s Data, (b) are prepared, stored or transmitted by TranServ solely on
behalf of Company, which shall be Company’s Data; or (c) are compiled by TranServ by
aggregating Data owned by Company and Data owned by third parties, which shall be TranServ’s
Data.

5.2 Property of Each Party. Each Party acknowledges that the other Party’s Data and the
other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or proprietary
rights in such other Party’s Data and Processes as provided in Section 6.

5.3  Data Integrity. Each Party shall reasonably assist the other Party in establishing measures
to preserve the integrity and prevent any corruption or loss of Data, and the Parties shall
reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
reasonably retain and preserve any of the other Party’s Essential Data that are supplied to it during
the Term. “Essential Data” means any Data that is reasonably required to perform ITO Services
under this Agreement and that must be retained and preserved according to any applicable law,
regulation, reliability criteria, or Good Utility Practice. Each Party shall exercise commercially
reasonable efforts to preserve the integrity of the other Party’s Data that are supplied to it during
the Term, in order to prevent any corruption or loss of the other Party’s Data.

54  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 -  Intellectual Property.

6.1  Ownership. All inventions, discoveries, processes, methods, designs, drawings, blueprints,
information, works of authorship, or the like, whether or not patentable or copyrightable
(collectively, “Intellectual Property”), which TranServ first conceives, develops, or begins to
develop, either alone or in conjunction with Company or others, with respect to ITO Services
under this Agreement, shall be jointly owned by Company and TranServ, and each party shall have
the right to use such intellectual property unless specifically otherwise specified on a change
document hereunder.

6.2 Royalties and License Fees. Unless the Parties otherwise agree in writing, TranServ shall
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procure and pay all royalties and license fees which may be payable on account of ITO Services or
any part thereof. In case any part of ITO Services is held in any suit to constitute infringement
and its use is enjoined, TranServ within a reasonable time shall, at the election of Company and as
Company’s exclusive remedy hereunder, either (a) secure for Company the perpetual right to
continue the use of such part of ITO Services by procuring for Company a royalty-free license or
such other permission as will enable TranServ to secure the suspension of any injunction, or (b)
replace at TranServ’s own expense such part of ITO Services with a non-infringing part or modify
it so that it becomes non-infringing (in either case with changes in functionality that are acceptable
to Company).

Section 7-  Indemnification and Limitation of Liability

7.1  Company Indemnification. Subject to the limitations specified in Section 7.6, Company
shall indemnify, release, defend, reimburse and hold harmless TranServ and its directors, officers,
employees, principals, representatives and agents (collectively, the “TranServ Indemnified
Parties”) from and against any and all third party claims (including claims of bodily injury or death
of any person or damage to real and/or tangible personal property), demands, liabilities, losses,
causes of action, awards, fines, penalties, litigation, administrative proceedings and investigations,
costs and expenses, and attorney fees, (each, an “Indemnifiable Loss”) asserted against or incurred
by any of the TranServ Indemnified Parties arising out of, resulting from or based upon TranServ
performing its obligations pursuant to this Agreement, provided, however, that in no event shall
Company be obligated to indemnify, release, defend, reimburse or hold harmless the TranServ
Indemnified Parties from and against any Indemnified Loss which is caused by the negligence, the
gross negligence or willful misconduct of any TranServ Indemnified Party.

7.2 TranServ Indemnification. Subject to the limitations specified in Section 7.6, TranServ
shall indemnify, release, defend, reimburse and hold harmless Company and its directors, officers,
employees, principals, representatives and agents (collectively, the “Company Indemnified
Parties”) from and against any and all Indemnifiable Losses asserted against or incurred by any of
the Company Indemnified Parties arising out of, resulting from or based upon TranServ’s or a
TranServ Designee’s negligence, gross negligence, or willful misconduct, provided, however, that
in no event shall TranServ be obligated to indemnify, release, defend, reimburse or hold harmless
any Company Indemnified Parties from and against any Indemnified Loss which is caused by the
negligence, gross negligence or willful misconduct of any Company Indemnified Party.

7.3 Regulatory Indemnification. Subject to the limitations specified in Section 7.6, TranServ
shall indemnify, release, defend, reimburse and hold harmless any Company Indemnified Parties
from and against all regulatory penalties and sanctions (including penalties or sanctions levied by a
Regulatory Authority) arising out of, resulting from or based upon TranServ breach of this
Agreement, specifically including Section 1.3.1 hereto, provided, however, that in no event shall
TranServ be obligated to indemnify, release, defend, reimburse or hold harmless any Company
Indemnified Parties from and against any penalty or sanction which is caused by the gross
negligence or willful misconduct of any Company Indemnified Party.

7.4  Cooperation Regarding Claims. If an Indemnified Party (which for purposes of this

Section 7.4 shall mean an TranServ Indemnified Party or a Company Indemnified Party) receives

notice or has knowledge of any Indemnifiable Loss that may result in a claim for indemnification

by such Indemnified Party against an Indemnifying Party (which for purposes of this Section 7.4

shall mean Company or TranServ) pursuant to this Section 7, such Indemnified Party shall as
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promptly as possible give the Indemnifying Party written notice of such Indemnifiable Loss,
including a reasonably detailed description of the facts and circumstances relating to such
Indemnifiable Loss, a complete copy of all notices, pleadings and other papers related thereto, and
in reasonable detail the basis for its claim for indemnification with respect thereto. Failure to
promptly give such written notice or to provide such information and documents shall not relieve
the Indemnifying Party from the obligation hereunder to respond to or defend the Indemnified
Party against such Indemnifiable Loss unless and only to the extent such failure shall materially
diminish the ability of the Indemnifying Party to respond to or to defend the Indemnified Party
against such Indemnifiable Loss. Except for indemnification for penalties and sanctions under
Section 7.3, the Indemnifying Party, upon its acknowledgment in writing of its obligation to
indemnify the Indemnified Party in accordance with this Section 7, shall be entitled to assume the
defense or to represent the interest of the Indemnified Party with respect to such Indemnifiable
Loss, which shall include the right to select and direct legal counsel and other consultants, appear
in proceedings on behalf of such Indemnified Party and to propose, accept or reject offers of
settlement, all at its sole cost. If and to the extent that the defense or settlement of any
Indemnifiable Loss is reasonably likely to involve injunctive, equitable or prospective relief or
materially and adversely affect the Indemnified Party’s business or operations other than as a
result of money damages or other money payments assumed by the Indemnifying Party, then such
defense or settlement will be subject to the reasonable approval of the Indemnified Party.
Nothing herein shall prevent an Indemnified Party from retaining its own legal counsel and other
consultants and participating in its own defense at its own cost and expense.

7.5  Release and Indemnification Regarding Liens. TranServ hereby releases and/or waives
for itself and its successors in interest, and for all TranServ Designees and their successors in
interest, any and all claims or right of mechanics or any other type of lien to assert and/or file upon
Company’s or any other party’s property or any part thereof as a result of performing ITO
Services. TranServ shall execute and deliver to Company such documents as may be required by
applicable laws (i.e., partial and/or final waivers of liens and/or affidavits of indemnification) to
make this release effective and shall give all required notices to TranServ Designees with respect
to ensuring the effectiveness of the foregoing releases against those parties. TranServ shall secure
the removal of any lien that TranServ has agreed to release in this Section 7.5 within five (5)
working days of receipt of written notice from Company to remove such lien. If not timely
removed, Company may remove the lien and charge all costs and expenses including legal fees
(for inside and/or outside legal counsel) to TranServ including, without limitation, the costs of
bonding off such lien. Company, in its sole discretion, expressly reserves the right to off-set and/or
retain any reasonable amount due to TranServ from payment of any one or more of TranServ’s
invoices upon Company having actual knowledge of any threatened and/or filed liens and/or
encumbrances that may be asserted and/or filed by any TranServ Designee and/or third party with
respect to the ITO Services, with final payment being made by Company only upon verification
that such threatened and/or filed liens and/or encumbrances have been irrevocably satisfied,
settled, resolved and/or released (as applicable), and/or that any known payment disputes
concerning the ITO Services involving TranServ and any TranServ Designees have been resolved
so that no actions, liens and/or encumbrances of any kind or nature will be filed against Company
and/or Company’s property.

7.6 Limitation of Liability. Other than as provided in Section 7.3, neither Party shall be liable
to the other for any special, punitive, or consequential damages arising out of ITO Services, even if
advised of the possibility of such damages. Company agrees that ITO Services are not consumer
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goods for purposes of international, U.S. Federal or U.S. state warranty laws. Indemnification
pursuant to Sections 7.1, 7.2, and 7.3, as well as any direct damages to Company arising out of a
material breach of this Agreement shall be limited in the aggregate to the total amount of fees
actually paid by Company to TranServ under this Agreement through the date that any penalty or
judgment is assessed.

Section 8-  Contract Managers; Dispute Resolution

8.1  Company Contract Manager. Company shall appoint an individual (the “Company
Contract Manager”) who shall serve as the primary Company representative under this
Agreement. The Company Contract Manager shall (a) have overall responsibility for managing
and coordinating the performance of Company’s obligations under this Agreement, and (b) be
authorized to act for and on behalf of Company with respect to all matters relating to this
Agreement. Notwithstanding the foregoing, the Company Contract Manager may, upon written
notice to TranServ, delegate such of his or her responsibilities to other Company employees, as the
Company Contract Manager deems appropriate.

8.2  TranServ Project Manager. TranServ shall appoint, among TranServ Personnel, an
individual (the “TranServ Project Manager”) who shall serve as the primary TranServ
representative under this Agreement. The TranServ Project Manager shall have overall
responsibility for managing and coordinating the performance of TranServ obligations under this
Agreement. Notwithstanding the foregoing, the TranServ Project Manager may, upon written
notice to Company, delegate such of his or her responsibilities to other TranServ Personnel, as the
TranServ Project Manager deems appropriate.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties arising out
of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance with the
procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall not apply to
Disputes arising from or relating to (a) the amount of compensation to be paid by Company
pursuant to Section 3.1, which shall be resolved pursuant to Section 3.6, (b) confidentiality or
intellectual property rights, in which case either Party shall be free to seek available legal or
equitable remedies, or (c) alleged violations of the OATT, in which case either Party shall be free
to bring the Dispute to FERC.

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other party of any
Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be referred to
the Company Contract Manager and TranServ Project Manager, who shall negotiate in
good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the Dispute is
not resolved within fifteen (15) calendar days of being referred to the Company Contract

Manager and the TranServ Project Manager pursuant to Section 8.3.2, then each Party shall
have five (5) calendar days to appoint an executive management representative who shall

negotiate in good faith to resolve the Dispute.

8.3.4 Binding Arbitration. If the Dispute is not resolved within ten (10) calendar days of
being referred to executive management representatives, and the amount in dispute or
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8.4

potential damages exceeds $250,000 USD, the Parties shall proceed in good faith to submit
immediately the matter to binding arbitration in accordance with the Commercial
Arbitration Rules of the American Arbitration Association (“AAA”) as they may be
amended from time to time (the “Arbitration Rules”) subject to the following conditions:

@) The Parties shall give due consideration to using the Expedited Procedures under
the Arbitration Rules in any case in which no disclosed claim or counterclaim exceeds
$75,000, exclusive of interest and arbitration fees and costs.

(b)  The Parties agree that three arbitrators will be used. Each Party will directly appoint
one arbitrator of its choosing from a list of members from the National Roster (as that term
is used in the Arbitration Rules) provided by the AAA pursuant to R-12, within ten (10)
Days after receipt of such names. The two arbitrators so appointed shall select a third
arbitrator from the National Roster to serve as chairperson.

(©) “Baseball” arbitration (in which each Party presents a proposed award or resolution
and the actual award must be one of the two submitted), or close variants thereof, shall not
be used.

(d) The arbitrators have no authority to appoint or retain expert witnesses for any
purpose unless agreed to by the Parties.

(e) All arbitration fees and costs shall be borne equally, regardless of which Party
prevails.

0] Each Party shall bear its own costs of legal representation and witness expenses,
unless the arbitrator(s) determines that one Party should bear some or all of the costs of
legal representation and witness expenses of the other Party.

(9) The Parties waive any right of appeal or recourse to any court except to compel
arbitration, to compel the appointment of arbitrators, to stay judicial proceedings pending
arbitration, for an injunction pending determination by the arbitrators, for disqualification
of arbitrators, for aid in furtherance of arbitration, to confirm the award, to enforce any
judgment confirming the award, or in circumstances of fraud or failure to disclose
information or documents required by the arbitrators.

(h) The decision or award of a majority of the arbitrators shall govern. The decision
or award of the arbitrators shall be final and binding upon the Parties to the same extent and
to the same degree as if the matter had been adjudicated by a court of competent
jurisdiction and shall be enforceable under the Federal Arbitration Act and applicable
states’ laws.

8.3.5 Rights and Remedies. If the Dispute is not resolved within ten (10) calendar days
of being referred to executive management representatives, and the amount in dispute or
potential damages does not exceed $250,000 USD, each Party is free to pursue any rights
or remedies it may have at law or equity.

Rights Under FPA Unaffected. Except as provided in Section 17.2 relating to the

variation or amendment of this Agreement, nothing in this Agreement is intended to limit or
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abridge any rights that Company may have to file or make application before FERC under Section
205 of the Federal Power Act to revise any rates, terms or conditions of the OATT.

8.5  Statute of Limitations; Continued Performance. The Parties agree to waive the applicable
statute of limitations during the period of time that the Parties are seeking to resolve a Dispute
pursuant to Section 8.3, and the statute of limitations shall be tolled for such period. The Parties
shall continue to perform their obligations under this Agreement during the resolution of a
Dispute.

Section 9 - Insurance

9.1  TranServ’s Insurance Obligation. During the Term, TranServ shall provide and maintain,
and shall require TranServ Designees to provide and maintain, the following insurance (and,
except with regard to Workers” Compensation, naming Company as additional insured and
waiving rights of subrogation against Company and Company’s insurance carrier(s)), and
TranServ shall submit evidence of such coverage(s) of TranServ and any TranServ Designees to
Company prior to the start of ITO Services. Furthermore, TranServ shall notify Company, prior
to the commencement of 1TO Services, of any threatened, pending and/or paid off claims to third
parties, individually or in the aggregate, which otherwise affects the availability of the limits of
such coverage(s) inuring to the benefit of Company as hereinafter specified:

9.1.1 Workers’ Compensation and Employer’s Liability Policy, which shall include
provisions required by applicable law in the jurisdiction of location of workers.

9.1.2 Employer’s Liability (Coverage B) with limits of One Million Dollars ($1,000,000)
Bodily Injury by Accident, each Accident, $1,000,000 Bodily Injury by Disease, each
Employee, and including:

@ a thirty (30) day cancellation clause; and
(b) broad form all states endorsement.

9.1.3 Commercial General Liability Policy, which shall have minimum limits of One
Million Dollars ($1,000,000) each occurrence; One Million Dollars ($1,000,000)
Products/Completed Operations Aggregate each occurrence; One Million Dollars
($1,000,000) Personal and Advertising Injury each occurrence, in all cases subject to Two
Million Dollars ($2,000,000) in the General Aggregate for all such claims, and including:

@ a thirty (30) day cancellation clause;

(b) Blanket Written Contractual Liability to the extent covered by the policy against
liability assumed by TranServ under this Agreement; and

(c) Broad Form Property Damage.

9.1.4 Commercial Automobile Liability Insurance covering the use of all owned,
non-owned, and hired automobiles, with a bodily injury, including death, and property
damage combined single minimum limit of One Million Dollars ($1,000,000) each
occurrence with respect to TranServ’s vehicles assigned to or used in performance of ITO
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Services under this Agreement.

9.1.5 Umbrella/Excess Liability Insurance with minimum limits of Two Million Dollars
($2,000,000) per occurrence; Two Million Dollars ($2,000,000) aggregate, to apply to
employer’s liability, commercial general liability, and automobile liability.

9.1.6 To the extent applicable, if engineering or other professional services will be
separately provided by TranServ as specified in Appendix A, then Professional Liability
Insurance with limits of Three Million Dollars ($3,000,000) per occurrence and Three
Million Dollars ($3,000,000) in the aggregate, which insurance shall be either on an
occurrence basis or on a claims made basis (with a retroactive date satisfactory to
Company).

9.2  Quality of Insurance Coverage. The above policies to be provided by TranServ shall be
written by insurance companies which are both licensed to do business in the state where ITO
Services will be performed and either satisfactory to Company or having a Best Rating of not less
than “A-". These policies shall not be materially changed or canceled except with thirty (30) days
written notice to Company from TranServ and the insurance carrier. Evidence of coverage,
notification of cancellation or other changes shall be mailed to: Attention: Manager, Supply Chain,
LG&E and KU Services Company, P.O. Box 32020, Louisville, Kentucky 40232.

9.3 Implication of Insurance. Company reserves the right to request and receive a summary
of coverage of any of the above policies or endorsements; however, Company shall not be
obligated to review any of TranServ’s certificates of insurance, insurance policies, or
endorsements, or to advise TranServ of any deficiencies in such documents. Any receipt of such
documents or their review by Company shall not relieve TranServ from or be deemed a waiver of
Company’s rights to insist on strict fulfillment of TranServ’s obligations under this Agreement.

9.4  Other Notices. TranServ shall provide written notice of any accidents or claims in
connection with ITO Services or this Agreement to Company’s Manager, Risk Management at
LG&E and KU Services Company, P.O. Box 32030, Louisville, Kentucky 40232.

Section 10 - Confidentiality

10.1  Definition of Confidential Information. For purposes of this Agreement, “Confidential
Information” shall mean, in respect of each Party, all information and documentation of such
Party, whether disclosed to or accessed by the other Party in connection with this Agreement and
which is identified as Confidential Information, or which otherwise would be treated as
confidential by the recipient, including confidential information provided by third-parties;
provided, however, that the term “Confidential Information” shall not include information that: (a)
is independently developed by the recipient, as demonstrated by the recipient’s written records,
without violating the disclosing Party’s proprietary rights; (b) is or becomes publicly known (other
than through unauthorized disclosure); (c) is disclosed by the owner of such information to a third
party free of any obligation of confidentiality; (d) is already known by the recipient at the time of
disclosure, as demonstrated by the recipient’s written records, and the recipient has no obligation
of confidentiality other than pursuant to this Agreement or any confidentiality agreements between
the Parties entered into before the Commencement Date; or (e) is rightfully received by a Party
free of any obligation of confidentiality.

Page 16 of 43



Rebuttal Exhibit LEB-3
Page 65 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

10.2  Protection of Confidential Information. All Confidential Information shall be held in
confidence by the recipient to the same extent and in at least the same manner as the recipient
protects its own Confidential Information, and such Confidential Information shall be used only
for purposes of performing obligations under this Agreement. Except as otherwise provided in
Section 10.3, neither Party shall disclose, publish, release, transfer or otherwise make available
Confidential Information of, or obtained from, the other Party in any form to, or for the use or
benefit of, any person or entity without the owner of such information’s prior written consent.
Each Party shall be permitted to disclose relevant aspects of the other Party’s Confidential
Information to its officers, directors, agents, professional advisors, contractors, subcontractors
(including TranServ Designees) and employees and to the officers, directors, agents, professional
advisors, contractors, subcontractors and employees of its Affiliates (collectively,
“Representatives™), to the extent that such disclosure is reasonably necessary for the performance
of its duties and obligations or the determination, preservation or exercise of its rights and
remedies under this Agreement; provided, however, that the recipient shall take all reasonable
measures to ensure that Confidential Information is not disclosed or duplicated in contravention of
the provisions of this Agreement by such officers, directors, agents, professional advisors,
contractors, subcontractors and employees. Recipient agrees to be liable for the wrongful actions
of its Representatives under this Section 10.2. The obligations in this Section 10 shall not restrict
any disclosure pursuant to any Regulatory Authority if such release is necessary to comply with
valid laws, governmental regulations or final orders of regulatory bodies or courts; provided that,
other than in respect of disclosures pursuant to Section 10.3, the recipient shall give prompt written
notice to the disclosing Party in reasonable time to exercise whatever legal rights the disclosing
Party may have to prevent or limit such disclosure. Further, the recipient shall cooperate with the
disclosing Party in preventing or limiting such disclosure.

10.3  Regulatory Requests for Confidential Information. Notwithstanding anything in this
Section 10 to the contrary, if a Regulatory Authority or its staff, during the course of an
investigation or otherwise, requests Confidential Information from TranServ, TranServ shall
provide the requested Confidential Information to the requesting Regulatory Authority or its staff
within the time provided for in the request for information. In providing the Confidential
Information to a Regulatory Authority or its staff, TranServ shall, consistent with 18 C.F.R. §
388.112 (2011) or any other applicable confidentiality regulation, request that the Confidential
Information be treated as confidential and non-public by the Regulatory Authority and its staff and
that the information be withheld from public disclosure. TranServ shall notify Company when it
is notified by the Regulatory Authority or its staff that a request for public disclosure of, or
decision to publicly disclose, Confidential Information has been received, at which time either
TranServ or Company may respond before such Confidential Information is made public, pursuant
to 18 C.F.R. § 388.112 or the applicable confidentiality regulation.

Section 11 - Force Majeure.

11.1 Force Majeure. Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to an event which (i) is not reasonably foreseeable or within the
reasonable control of the Party claiming Force Majeure (the “Claiming Party”) or any Person over
which the Claiming Party has control, (ii) was not caused by the acts, omissions, negligence, fault
or delays of the Claiming Party or any person over whom the Claiming Party has control, (iii) is
not an act, event or condition the risks or consequences of which the Claiming Party has expressly
agreed to assume pursuant to this Agreement, and (iv) by the prompt exercise of due diligence, the
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Claiming Party is unable to overcome or avoid or cause to be avoided (collectively, (i) - (iv) are
“Force Majeure”). Force Majeure shall include: acts of God; acts of the public enemy, war,
hostilities, invasion, insurrection, riot, civil disturbance, or order of any competent civil or military
government; explosion or fire; strikes or lockouts or other industrial action (excluding those of the
Claiming Party unless such action is part of a wider industrial dispute materially affecting other
employers); labor or material shortage; malicious acts, vandalism or sabotage; action or restraint
by court order of any public or governmental authority (so long as the Claiming Party has not
applied for or assisted in the application for, and has opposed where and to the extent reasonable,
such government action). Neither Party shall be considered in default as to any obligation under
this Agreement if prevented from fulfilling the obligation due to Force Majeure, except for the
obligation to pay any amount when due, provided that the Claiming Party:

11.1.1 gives prompt written notice to the other Party of the event or circumstance giving
rise to the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its obligations
hereunder as soon as reasonably practicable, provided that the Claiming Party shall not be
obligated to take any steps that are not otherwise in accordance with Good Utility Practice;
and

11.1.4 exercises commercially reasonable efforts to perform its obligations hereunder.
Section 12 - Reporting; Audit.

12.1 Requlatory Reporting.

12.1.1 TranServ shall have the authority to report in writing to FERC in respect of any
compensation-related Dispute that arises between TranServ and Company pursuant to
Section 3.6.

12.1.2 TranServ shall report in writing to FERC every six (6) months (commencing on the
six (6) month anniversary of the Commencement Date and every six (6) months thereafter
during the Term) in respect of (a) any concerns expressed by stakeholders and TranServ’s
response to same and (b) any issues or OATT provisions that hinder TranServ from
performing its duties and obligations under this Agreement and the OATT.

12.1.3 In addition to the reports provided for above, TranServ shall make such other
reports to Regulatory Authorities as may be required by applicable law and regulations or
as may be requested by such Regulatory Authorities.

12.2 Books and Records. TranServ shall maintain full and accurate books and records
pertinent to this Agreement, and TranServ shall maintain such books and records for a minimum of
five (5) years following the expiration or early termination of this Agreement or longer if
necessary to resolve a pending Dispute. Company will have the right, at reasonable times and
under reasonable conditions, to inspect and audit, or have an independent third party inspect and
audit, TranServ’s operations, books, and records (a) to ensure compliance with this Agreement,
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including TranServ’s performance of ITO Services in accordance with Section 1.3.1, (b) to verify
any cost claims or other amounts due hereunder, and (c) to validate TranServ’s internal controls
with respect to the performance of ITO Services. TranServ shall maintain an audit trail, including
all original transaction records and timekeeping records, of all financial and non-financial
transactions and activities resulting from or arising in connection with this Agreement as may be
necessary to enable Company or the independent third party, as applicable, to perform the
foregoing activities. Company shall be responsible for any costs and expenses incurred in
connection with any such inspection or audit, unless such inspection or audit discovers that
Company was charged inappropriate or incorrect costs and expenses, in which case, TranServ
shall be responsible for a percentage of the costs and expenses incurred in connection with such
inspection or audit equal to the percentage variance by which Company was charged inappropriate
or incorrect costs and expenses. TranServ shall provide reasonable assistance necessary to enable
Company or an independent third party, as applicable, to perform the foregoing activities and shall
not be entitled to charge Company for any such assistance. Amounts incorrectly or
inappropriately invoiced by TranServ to Company, whether discovered prior to or subsequent to
payment by Company, shall be adjusted or reimbursed to Company by TranServ within twenty
(20) days of notification by Company to TranServ of the error in the invoice.

Section 13 - Independent Contractor

13.1 TranServ, in performing ITO Services, shall not act as an agent or employee of Company,
but shall be and act as an independent contractor and, except as established in Section 1.3.1, shall
be free to perform ITO Services by such methods and in such manner as TranServ may choose,
doing everything necessary to perform such ITO Services properly and safely and having
supervision over and responsibility for the safety and actions of its employees and the suitability of
its equipment. TranServ Personnel and TranServ Designees shall not be deemed to be employees
and/or agents of Company. TranServ agrees that if any portion of ITO Services are subcontracted
to TranServ Designees, such TranServ Designees shall be bound by and observe the conditions of
this Agreement to the same extent as required of TranServ. In such event, Company strongly
encourages the use of Minority Business Enterprises, Women Business Enterprises and
Disadvantaged Business Enterprises, as defined under federal law and as certified by a certifying
agency that Company recognizes as proper.

13.2  Notwithstanding any provision in this Agreement to the contrary, unless approved in
writing by Company, TranServ shall not (and shall not permit any TranServ Personnel or TranServ
Designee to):

13.2.1 Sell, lease, pledge, mortgage, encumber, convey, or make any license, exchange or
other transfer, assignment or disposition of any property or assets of Company;

13.2.2 Enter into, amend, terminate, modify or supplement any contract or agreement
(including any labor or collective bargaining agreement) on behalf, or in the name, of
Company;

13.2.3 Except upon the approval of Company or pursuant to the direction of Company,
take any action that would, to TranServ’s knowledge: (a) invalidate any warranty that runs
to Company under any contract or agreement; or (b) release any person or entity from its
obligations under any contract or agreement with Company;
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13.2.4 Make any warranty or representation on behalf of Company;

13.2.5 Except as contemplated under Section 7.4, settle, compromise, assign, pledge,
transfer, release or consent to the compromise, assignment, pledge, transfer or release of
any claim, suit, debt, demand or judgment against or due by Company, or submit any such
claim, dispute or controversy to arbitration or judicial process, or stipulate in respect
thereof to a judgment, or consent to the same;

13.2.6 Pledge the credit of Company in any way in respect of any commitments for which
it has not received express written authorization from Company; or

13.2.7 Engage in any other transaction on behalf of Company not permitted under this
Agreement.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on its net
income, employment taxes of its employees, taxes on any property it owns or leases, and sales,
use, gross receipts, excise, value-added or other transaction taxes. Sales and/or use taxes, that
become applicable to services performed within Minnesota, shall be added to TranServ fees and
compensation otherwise herein described.

Section 15 - Notices.

15.1 Notices. All notices, requests, consents and other communications required or permitted
hereunder shall be in writing, signed by the Party giving such notice or communication, and shall
be deemed given: (a) upon receipt, when mailed by U.S. certified mail, postage prepaid, return
receipt requested; or (b) upon the next business day, when sent by overnight delivery, postage
prepaid using a recognized courier service.

If to Company:

LG&E/KU

VP, Transmission
220 West Main St
PO Box 32010
Louisville, KY 40232

If to TranServ:
TranServ International, Inc.
Contracts Administration

3660 Technology Drive NE
Minneapolis, MN 55418
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15.2 Changes. Either Party may, from time to time, change the names, addresses, facsimile
numbers or other notice information set out in Section 15.1 by notice to the other Party in
accordance with the requirements of Section 15.1.

Section 16 - Personnel and Work Conditions; NERC Requirements.

16.1 Applicable Laws and Safety. TranServ agrees to protect TranServ Personnel and
TranServ Designees and be responsible for their performance of the ITO Services, and to protect
Company’s facilities, property, employees and third parties from damage or injury. TranServ
shall at all times be solely responsible for complying with any and all applicable laws and facility
rules relating to health and safety, in connection with ITO Services and for obtaining (but only as
approved by Company) all permits and approvals necessary to perform ITO Services. Without
limiting the foregoing, TranServ agrees to strictly abide by and observe all standards of the
Occupational Safety & Health Administration (“OSHA”) which are applicable to ITO Services, as
well as Company’s Contractor Code of Business Conduct and Company’s
Contractor/Subcontractor Safety Policy which are both hereby incorporated by reference
(Contractor hereby acknowledges receipt of a copy of such Company’s Contractor Code of
Business Conduct and Company’s Contractor/Subcontractor Safety Policy) and any other rules
and regulations of the Company, all of which are provided to TranServ in writing and incorporated
herein by reference. TranServ also agrees to review in good faith and execute any amendments
and/or modifications that may be issued in the future by Company from time to time, with respect
to Company’s Contractor Code of Business Conduct and/or any of its related policies which are
the subject of this Section 16, provided however, that TranServ shall not be obliged by such
requirement if the requirements conflicts with an alternate regulatory code of conduct imposed on
TranServ. In the event TranServ subcontracts any of ITO Services to a TranServ Designee,
TranServ shall notify Company in writing of the identity of TranServ Designee before utilizing
TranServ Designee. TranServ shall require any TranServ Designees to complete the safety and
health questionnaire and checklists provided by Company and shall provide a copy of such
documents to Company upon request. TranServ shall conduct, and require such TranServ
Designees to conduct, safety audits and job briefings during performance of ITO Services as
applicable. In the event such TranServ Designee has no procedure for conducting safety audits
and job briefings, TranServ shall include TranServ Designee in its safety audits and job briefings.
All applicable safety audits shall be documented in writing by TranServ and such TranServ
Designees. TranServ shall provide documentation of any and all audits identifying safety
deficiencies and concerns and corrective action taken as a result of such audits to Company
semi-monthly. TranServ further specifically acknowledges, agrees and warrants that TranServ
has complied, and shall at all times during the term of this Agreement, comply in all respects with
all laws, rules and regulations relating to the employment authorization of TranServ Personnel
including, but not limited to, the Immigration Reform and Control Act of 1986, as amended, and
the Illegal Immigration Reform and Immigrant Responsibility Act of 1996, as amended, whereby
TranServ certifies to Company that TranServ has (a) properly maintained, and shall at all times
during the term of this Agreement properly maintain all records required by Immigration and
Customs Enforcement, such as the completion and maintenance of the Form 1-9 for each TranServ
employee; (b) that TranServ maintains and follows an established policy to verify the employment
authorization of TranServ Personnel; (c) that TranServ has verified the identity and employment
eligibility of all TranServ Personnel in compliance with all applicable laws; and (d) that TranServ
is without knowledge of any fact that would render any TranServ Personnel or TranServ Designee
ineligible to legally work in the United States. TranServ further acknowledges, agrees and
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warrants that any TranServ Designee shall be required to agree to these same terms as a condition
to being awarded any subcontract for such ITO Services.

16.2 Hazards and Training. TranServ shall furnish adequate numbers of trained, qualified, and
experienced TranServ Personnel suitable for performance of ITO Services. Such TranServ
Personnel shall be skilled and properly trained to perform ITO Services and recognize all hazards
associated with ITO Services. Without limiting the foregoing, TranServ shall participate in any
safety orientation or other of Company’s familiarization initiatives related to safety and shall
strictly comply with any monitoring initiatives as determined by Company.

16.3 Drug and Alcohol. TranServ shall develop and strictly comply with any and all drug and
alcohol testing requirements as required by applicable laws. TranServ shall provide Company
with a copy of its drug and alcohol testing requirements.

16.4 NERC Reliability Standards. The following additional provisions shall apply to the
extent TranServ’s performance of ITO Services requires physical or electronic access to areas or
assets which are located within physical security perimeters as defined by NERC’s Reliability
Standards for the Bulk Electric Systems of North America (collectively, the “NERC Standards™),
including without limitation any Company data center or control center. In the event of
TranServ’s non-compliance with the NERC Standards referenced in this Section 16.4, Company
shall notify TranServ in writing of the non-compliance and specify appropriate remedial actions.

16.4.1 Information Protection. Without compromising the confidentiality provisions in
Section 10, TranServ shall at all times comply with the Company’s information protection
program(s) as defined by CIP-003, R4. Among the information protected by this program
are: (i) all operational procedures; (ii) lists of critical cyber assets; (iii) network topology or
similar diagrams; (iv) floor plans of computing centers that contain critical cyber assets; (v)
equipment layouts of critical cyber assets; (vi) disaster recovery plans; (vii) incident
response plans; and (viii) security configuration information. TranServ shall protect this
protected information from disclosure consistent with the program.

16.4.2 Access Revocation. TranServ shall immediately advise appropriate Company’s
management if any TranServ Personnel or TranServ Designees who have key card access
to a Company restricted area or electronic access to a protected system no longer require
such access.

16.4.3 Training. If any TranServ Personnel require key card access to a Company
restricted area or electronic access to a protected system, TranServ shall ensure that such
personnel complete, and retake as requested, all necessary NERC training as requested by
Company.

16.4.4 Personnel Risk Assessment. If any TranServ Personnel require key card access to
a Company restricted area or electronic access to a protected system, TranServ shall ensure
that Company receives necessary waivers and information from TranServ Personnel to
complete, and repeat as necessary, such background checks as requested by Company.

16.4.5 Continuing Obligations. TranServ further acknowledges that its compliance with
the NERC Standards referenced in this Section 16.4 is a continuing obligation during and
after the Term. Upon written notice to TranServ, Company shall have the absolute right
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to audit and inspect any and all information regarding TranServ’s compliance with this
Section 16.4, and/or to require confirmation of the destruction of any documentation
received from or regarding Company. TranServ is encouraged to contact Company’s
Compliance Department pursuant to Section 16.5 to ensure TranServ understands and
complies with this Section 16.4.

16.5 Compliance Department. The Company has a Compliance Department. Should
TranServ have actual knowledge of violations of any of the herein stated policies of conduct in this
Section 16, or in standards of performance detailed in Section 1.3.1, or have a reasonable basis to
believe that such violations have occurred, whether by TranServ Personnel or a TranServ
Designee, TranServ has an affirmative obligation to immediately report, at least on an anonymous
basis, any such known violations to the Company’s Office of Compliance in care of Director,
Compliance and Ethics, LG&E/KU Services, 220 West Main Street, Louisville, Kentucky 40202.

16.6  Equal Employment Opportunity. To the extent applicable, TranServ shall comply with all
of the following provisions, which are incorporated herein by reference: (i) Equal Opportunity
regulations set forth in 41 C.F.R. § 60-1.4(a) and (c), prohibiting employment discrimination
against any employee or applicant because of race, color, religion, sex, or national origin; (ii)
Vietnam Era Veterans Readjustment Assistance Act regulations set forth in 41 C.F.R. 8 60-250.4
relating to the employment and advancement of disabled veterans and Vietnam era veterans; (iii)
Rehabilitation Act regulations set forth in 41 C.F.R. 8 60-741.4 relating to the employment and
advancement of qualified disabled employees and applicants for employment; (iv) the clause
known as “Utilization of Small Business Concerns and Small Business Concerns Owned and
Controlled by Socially and Economically Disadvantaged Individuals” set forth in 15 USC 8
637(d)(3); and (v) the subcontracting plan requirement set forth in 15 USC 8§ 637(d).

Section 17 - Miscellaneous Provisions.

17.1 Governing Law. This Agreement and the rights and obligations of the Parties hereunder
shall be governed by and construed in accordance with the laws of the Commonwealth of
Kentucky, without giving effect to its conflicts of law rules.

17.2  Amendment. This Agreement shall not be varied or amended unless such variation or
amendment is agreed to by the Parties in writing and accepted by applicable Regulatory
Authorities. The Parties explicitly agree that neither Party shall unilaterally petition to FERC
pursuant to the provisions of Sections 205 or 206 of the Federal Power Act to amend this
Agreement or to request that FERC initiate its own proceeding to amend this Agreement.
Nothing in this Section 17.2 shall be construed to limit or affect any other rights that the Parties
may have as set forth in Section 8.4, the OATT or otherwise.

17.3 Liability of Affiliates. Any and all liabilities of Company and/or its Affiliates under this
Agreement shall be several but not joint.

17.4 Publicity. TranServ shall not issue news releases, publicize or issue advertising
pertaining to ITO Services or this Agreement without first obtaining the written approval of
Company.

17.5 Assignment. Any assignment of this Agreement or any interest herein or delegation of all
or any portion of a Party’s obligations, by operation of law or otherwise, by either Party without
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the other Party’s prior written consent shall be void and of no effect; provided, however, that
consent will not be required for Company to assign this Agreement to an Affiliate or a successor
entity that acquires all or substantially all of the operational business assets of the assigning entity
whether by merger, consolidation, reorganization, sale, spin-off or foreclosure; provided, further,
that such Affiliate or successor entity (a) agrees to assume all obligations hereunder from and after
the date of such assignment and (b) has the legal authority and operational ability to satisfy the
obligations under this Agreement. As a condition to the effectiveness of such assignment (i) the
assignor shall promptly notify the other Party of such assignment, (ii) the Affiliate or successor
entity shall provide a confirmation to the other Party of its assumption of assignor’s obligations
hereunder, and (iii) assignor shall promptly reimburse the other Party, upon receipt of an invoice,
for any one-time incremental costs reasonably incurred as a result of such assignment. For the
avoidance of doubt, nothing herein shall preclude Company from transferring any or all of its
transmission facilities to another entity or disposing of or acquiring any other transmission assets.
Notwithstanding anything to the contrary contained in this Section 17.5, TranServ shall be entitled
to contract with one or more persons (each, an “TranServ Designee”) to perform only those ITO
Services which the OATT expressly provides for being performed by a “designee” of TranServ (as
opposed to TranServ or TranServ Personnel), provided that TranServ shall not be relieved of any
of its obligations, responsibilities or liabilities under this Agreement as a result of contracting with
one or more TranServ Designees in accordance with this Section 17.5 and shall be responsible and
liable for any ITO Services performed by TranServ Designees.

17.6  No Third Party Beneficiaries. Except as otherwise expressly provided in this Agreement,
this Agreement is made solely for the benefit of the Parties and their successors and permitted
assigns and no other person shall have any rights, interest or claims hereunder or otherwise be
entitled to any benefits under or on account of this Agreement as third party beneficiary or
otherwise.

17.7  Waivers. No waiver of any provision of this Agreement shall be effective unless it is
signed by the Party against which it is sought to be enforced. The delay or failure by either Party
to exercise or enforce any of its rights or remedies under this Agreement shall not constitute or be
deemed a waiver of that Party’s right thereafter to enforce those rights or remedies, nor shall any
single or partial exercise of any such right or remedy preclude any other or further exercise thereof
or the exercise of any other right or remedy.

17.8  Enforcement of Rights. Each Party shall have the right to recover from the other Party all
expenses, including fees for and expenses of inside and/or outside counsel, arising out of the other
Party’s breach of this Agreement or any other action to enforce or defend rights hereunder.

17.9 Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of this
Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of the
remaining provisions of this Agreement. If any provision of this Agreement or the application
thereof to any person, entity or circumstance is held by a court or regulatory authority of competent
jurisdiction to be invalid, void or unenforceable, or if a modification or condition to this
Agreement is imposed by such court or regulatory authority, the Parties shall in good faith
negotiate such amendment or amendments to this Agreement as will restore the relative benefits
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and obligations of the Parties immediately prior to such holding, modification or condition.

17.10 Remedies. No remedy conferred by any of the provisions of this Agreement is intended to
be exclusive of any other remedy available at law or equity or otherwise. The election of one or
more remedies shall not constitute a waiver of the right to pursue any other available remedies.

17.11 Representations and Warranties. Each Party represents and warrants to the other Party as
of the date hereof as follows:

17.11.1 Organization. It is duly organized, validly existing and in good standing
under the laws of the State in which it was organized, and has all the requisite power and
authority to own and operate its material assets and properties and to carry on its business
as now being conducted and as proposed to be conducted under this Agreement.

17.11.2 Authority. It has the requisite power and authority to execute and deliver
this Agreement and, subject to the procurement of applicable regulatory approvals, to
perform its obligations under this Agreement. The execution and delivery of this
Agreement by it and the performance of its obligations under this Agreement have been
duly authorized by all necessary corporate action required on its part.

17.11.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid and binding
obligation enforceable against it in accordance with its terms, except as the same may be
limited by bankruptcy, insolvency or other similar applicable laws affecting creditors’
rights generally, and by general principles of equity regardless of whether such principles
are considered in a proceeding at law or in equity.

17.11.4 Reqgulatory Approval. It has obtained or will obtain by the
Commencement Date, any and all approvals of, and acceptances for filing by, and has
given or will give any notices to, any applicable federal or state authority, including FERC
and the KPSC (as applicable), that are required for it to execute, deliver, and perform its
obligations under this Agreement.

17.115 No Litigation. There are no actions at law, suits in equity, proceedings, or
claims pending or, to its knowledge, threatened against it before or by any federal, state,
foreign or local court, tribunal, or governmental agency or authority that might materially
delay, prevent, or hinder the performance by such entity of its obligations hereunder.

17.11.6 No Violation or Breach. The execution, delivery and performance by it of
its obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material
agreement to which it is a party.

17.11.7 No Other Warranties. EXCEPT AS PROVIDED IN THIS
AGREEMENT, TRANSERV MAKES NO OTHER WARRANTIES OF ANY KIND,
EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES OF
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MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.

17.12 Further Assurances. Each Party agrees that it shall execute and deliver such further
instruments, provide all information, and take or forbear such further acts and things as may be
reasonably required or useful to carry out the purpose of this Agreement and are not inconsistent
with the provisions of this Agreement.

17.13 Entire Agreement. This Agreement and the Attachments hereto set forth the entire
agreement between the Parties with respect to the subject matter hereof, and supersede all prior
agreements, whether oral or written, related to the subject matter of this Agreement. The terms of
this Agreement and the Attachments hereto are controlling, and no parole or extrinsic evidence,
including to prior drafts and drafts exchanged with any third parties, shall be used to vary,
contradict or interpret the express terms and conditions of this Agreement.

17.14 Good Faith Efforts. Each Party agrees that it shall in good faith take all reasonable actions
necessary to permit it and the other Party to fulfill their obligations under this Agreement. Where
the consent, agreement or approval of any Party must be obtained hereunder, such consent,
agreement or approval shall not be unreasonably withheld, delayed or conditioned. Where a
Party is required or permitted to act, or omit to act, based on its opinion or judgment, such opinion
or judgment shall not be unreasonably exercised, other than where expressly provided for herein.
To the extent that the jurisdiction of any federal or state authority applies to any part of this
Agreement or the transactions or actions covered by this Agreement, each Party shall cooperate
with the other Party to secure any necessary or desirable approval or acceptance of such authorities
of such part of this Agreement or such transactions or actions.

17.15 Time of the Essence. With respect to all duties, obligations and rights of the Parties
specified by Regulatory Authorities, time shall be of the essence in this Agreement.

17.16 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.16.1 all defined terms in the singular shall have the same meaning when used
in the plural and vice versa;

17.16.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this entire
Agreement and not to any particular Section, Attachment or any other subdivision of this
Agreement;

17.16.3 references to “Section” or “Appendix” refer to this Agreement, unless

specified otherwise;

17.16.4 references to any law, statute, rule, regulation, notification or statutory
provision shall be construed as a reference to the same as it applies to this Agreement and
may have been, or may from time to time be, amended, modified or re-enacted;

17.16.5 references to “includes,” “including” and similar phrases shall mean
“including, without limitation;”

17.16.6 the captions, section numbers and headings in this Agreement are included
for convenience of reference only and shall not in any way affect the meaning or
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interpretation of this Agreement;
17.16.7 “or” may not be mutually exclusive, and can be construed to mean “and”

where the context requires there to be a multiple rather than an alternative obligation; and

17.16.8 references to a particular entity include such entity’s successors and assigns
to the extent not prohibited by this Agreement.

17.17 Joint Effort. Preparation of this Agreement has been a joint effort of the Parties and the
resulting document shall not be construed more severely against one of the Parties than against the
other and no provision in this Agreement is to be interpreted for or against any Party because that
Party or its counsel drafted such provision. Each Party acknowledges that in executing this
Agreement it has relied solely on its own judgment, belief and knowledge, and such advice as it
may have received from its own counsel, and it has not been influenced by any representation or
statement made by the other Party or its counsel not contained in this Agreement.

17.18 Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed to be an original, but all of which together shall constitute one and the same
instrument, binding upon Company and TranServ, notwithstanding that Company and TranServ
may not have executed the same counterpart.
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The Parties have caused this Independent Transmission Organization Agreement to be executed
by their duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY/
KENTUCKY UTILITIES COMPANY

/sl Stephanie R. Pryor

Name: Stephanie R. Pryor

Title: Manager Supply Chain

Date: 12/9/2016

TRANSERYV INTERNATIONAL, INC.

/s/ Sasan Mokhtari, PhD

Name: Sasan Mokhtari, PhD
Title: President & CEO
Date: 12/8/2016
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Appendix A
Louisville Gas and Electric

Company/

Kentucky Utilities Company

INDEPENDENT TRANSMISSION
ORGANIZATION

SERVICE SPECIFICATION
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1. Overview

This Appendix A is intended to be consistent with the terms and conditions of the
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LG&E/KU Open Access Transmission Tariff (OATT), including Attachment P thereto. If there is
any conflict between this Appendix A and the OATT, the OATT shall govern. TranServ shall

perform its obligations under this Appendix A in accordance with Section 1.3.1 of this Agreement.

The services delegated to TranServ include the administration of the LG&E/KU Open
Access Same-time Information System (OASIS), transmission service request evaluation
process, Available Transfer Capability (ATC)/ Available Flowgate Capability (AFC) management,
study queue administration, study performance, and stakeholder facilitation. TranServ, as the
ITO, will administer the OATT granting of service for both short and long-term transmission
requests, administer the large generator interconnection request queue, and perform
transmission studies. TranServ will facilitate the LG&E/KU long-term transmission planning

function and stakeholder processes.

2. Definitions

Company - Louisville Gas and Electric Company/Kentucky Utilities Company (LG&E/KU)
ITO - Independent Transmission Organization

ITO Services - The applicable functions to be performed as specified in the ITO

Agreement
RC - Reliability Coordinator

Service Interruption - A Service Interruption is the loss of Service function, under the direct
control of TRANSERYV with no mutually agreed to work around provided within the Service

Normal Business Hours - TranServ normal business hours are between the hours of 0700
and 1700 CT, Monday-Friday on days other than the holidays listed below:

1. New Year’s Day

2. Memorial Day

3. Independence Day
4. Labor Day

5. Thanksgiving
6. Day after Thanksgiving

7. Day before Christmas
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8. Christmas Day
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3. Roles and Responsibilities for Providing ITO Services

3.1 TranServ

TranServ International, Inc. (TranServ) will provide services to LG&E/KU as the ITO. The
services that TranServ will provide include:

3.1.1 Customer Interface

Responsibility for operating and maintaining OASIS website and keeping it up-to-date with
Federal Energy Regulatory Commission (FERC) and North American Energy Standards Board
(NAESB) posting requirements, including all Order No. 890 posting requirements (such as study
performance metrics, Available Transfer Capability (ATC) calculations, etc.). This includes
establishing an interface for customers to submit service requests, and oversight and evaluation
of ATC values calculated using software procured from Open Access Technology International,
Inc. (OATI) and information from the RC. TranServ’s responsibilities and duties in administering

OASIS will include the following:

o Performing the duties of a Responsible Party as defined in the Commission’s OASIS
regulations, 18 C.F.R. 8§ 37.5 and FERC Order No. 676.

e Posting information required to be on the Transmission Provider's OASIS under the
Commission’s OASIS regulations, 18 C.F.R. § 37.6 and FERC Order No. 676.

e Maintaining and retaining information posted on OASIS in accordance with the

Commission’s regulations, including 18 C.F.R. Parts 37 and 125.

e Establishing and maintaining queues for processing transmission service requests and

generator interconnection (Gl) requests.

e Participating in the drafting and posting of Business Practices on the OASIS website,
including any FERC or NAESB-required Business Practices. Company shall have final
review, ownership, and approval for all Business Practices.

e Participating in periodic reviews of, and providing expertise/comments on, the OATT.
Company retains final authority over the OATT's content, including retaining the right and

responsibility to file changes to the OATT.

e Participating in stakeholder meetings and/or conference calls as required. These
stakeholder meetings will include TranServ, Company, Customers (as appropriate) the

RC, and other entities as required, to address concerns regarding Company’s system,
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administration of the OATT, and related issues.

e Responsibility for coordinating with third-party transmission system owners and operators
as necessary to support customer service requests. This includes coordinating the

provision of any data from Company to the third-party system.
o Management of ATC/AFC Calculation and Posting.

o Implementation of certain aspects of the Congestion Management Process (CMP)
established by the Midcontinent Independent System Operator, Inc. (MISO), PJM
Interconnection LLC (PJM), and TVA.

e Administration of request evaluations for LG&E/KU tariff service.
e Processing of e-Tags as the transmission provider.

e Reviewing software changes requested from OATI, verifying and testing for proper

operations before OATI implements those changes.

3.1.2 Transmission Service and Generator Interconnection Requests and Studies

o Receive and process all applications for Point-to-Point, Network Integration Transmission
Service (NITS), and for Gls.

e For short-term Point-to-Point Transmission Service requests (i.e., where the request is
within the posted ATC horizon), evaluate and approve a request where the posted ATC is
sufficient for the requested transaction. If ATC is insufficient, TranServ shall propose
conditional service options to the customer in accordance with the OATT, or otherwise
deny the service. If the customer accepts conditional service options, TranServ will be

responsible for performing biennial reassessments, as provided under the OATT.
e For long-term Point-to-Point Transmission Service requests, NITS, or Gl requests:

= Determine whether a System Impact Study (SIS) is necessary to accommodate

the request.

= Render all study agreements (SIS, Interconnection Feasibility Studies (IFS),
Facilities Study (FS), and Feasibility Analysis Studies (FAS)) to customers within
the timeframe provided in the OATT.

= Perform the SIS or FAS in the timeframe provided in the OATT, including clustered
SISs when requested by customers and/or Company.
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= Perform the SIS or FAS using Company’s planning criteria.

= For any study that TranServ performs that requires information from Company
(e.g., good faith construction estimates that are included in the SIS), request such
information from Company no less than ten (10) business days before the

expiration of the applicable study period.

=  Complete study reports and post on OASIS within the timeframe required under
the OATT.

= Notify the Company and individual customers of completed study reports, and alert

the Company to initiate service agreements, if applicable.
= Receive customer deposits.

= Bill customers for SIS, IFS, FS, and FAS as required by the OATT, including

provision of an itemized bill for services if requested by a customer.

= Reimburse Company for any study costs incurred in contributing to the study and

render payment to any third-party vendors for work performed.

o Responsible for receiving and processing requests to designate or un-designate Network

Resources, as provided under the OATT.

e |If a customer requests a modification to its service, or if a customer assigns its
transmission service to a third-party who request modification to the service, process

those modification requests in accordance with the terms of the OATT.

e Track all study metrics, including data submittals, input validations, modifications, time

and costs associated to perform the study.

e Track the performance of all studies and alert Company if a FERC filing requirement or

penalty payment has been triggered due to late studies, as described under the OATT.

3.1.3 ATC Calculation

e Calculate ATC as provided for in Attachment C to the OATT. This includes receiving
initial AFC values from the RC, calculating final AFC values using the algorithms included

in Attachment C, and converting the AFC to ATC using OATI software.

e Post on OASIS the mathematical algorithms used to calculate firm and non-firm AFC.

TranServ shall also post the results of the AFC calculations on OASIS.
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e Dally review of transmission service requests (TSRs) and eTag action and statistics.
e Daily review of posted AFC/ATC information and investigation into any anomalies.

o Review, observation, and validation of the Total Transfer Capability (TTC) development

process.

3.1.4 Interchange and Scheduling
e As the Transmission Service Provider, responsible for the following activities:

= Confirm that each electronic schedule (e-Tag) has a confirmed transmission

service request.
= Approve the interchange schedules as the transmission service provider.
= Curtalil electronic schedules if requested by the RC or Balancing Authority (BA).

= Monitor and validate the Net Scheduled Interchange (NSI), as processed by OATI
software, to ensure timely creation of the NSI data file with a syntactical quality

check on the data set.

3.1.5 Transmission Planning

e TranServ will participate in Company’s transmission planning process as outlined in

Attachment K to the OATT, including the following activities:

= Review and approve Company’s long-term (generally one year and beyond) plan
for the reliability/adequacy of Company’s Transmission System.

= Review and approve Transmission System models (steady state, dynamics, and

short circuit).
= Develop alternatives to Planning Redispatch service.

= Notify impacted transmission entities of any planned transmission changes that

may influence their facilities.
= Participate with the SPC and associated SPC working groups, as required.
= Participate in the overall OATT Attachment K process as observer.

= The Parties agree that the final annual transmission plan and decision of
whether/when to construct and expand the system rests with Company.
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= Both parties will communicate openly and in a timely manner; each will perform
their respective work; and both will continually work together to improve mutual
and individual processes in a joint effort to assure work is completed pursuant to
Company standards and deadlines.

3.1.6 Compliance

e Establish and adhere to a “culture of compliance” for TranServ Personnel and TranServ
Designees consistent with FERC'’s Policy Statement on Compliance, 125 FERC { 61,058
(2008) as may be supplemented or amended by further FERC orders. TranServ shall
take such reasonable steps requested by the Company in furtherance of such a culture of

compliance.

e In accordance with Louisville Gas and Electric Company, 114 FERC | 61,282 at P 152
(2006), provide FERC with semi-annual reports “detailing concerns expressed by
stakeholders and [ITO’s] response to those concerns as well as any issues or tariff

provisions that hinder [ITO] from performing its required duties” as requested.

e Maintain records and provide reports as required by the Kentucky Public Service
Commission (KPSC), OATT, Department of Energy (DOE), FERC, NERC, SERC
Reliability Corporation (SERC) or NAESB. Without limiting the foregoing, Company may
from time-to-time provide TranServ with specific direction as to records that Company
expects to support compliance efforts, and TranServ shall maintain such records as

directed.

e Assist Company, as requested by Company, in the preparation of applications, audit
materials, filings, reports or responses to any Regulatory Authority. Without limiting the
foregoing, this assistance may include from time-to-time preparation for (and participation
in, if appropriate) FERC or NERC audits and providing event analysis information for
FERC, NERC or SERC. TranServ's support shall be provided in a time frame reasonably
requested by Company.

e Monitor FERC, NERC, SERC, and NAESB activities for changes in standards or
compliance requirements that may require modification to the ITO Services or other
coordination with Company. To the extent possible, TranServ shall notify Company of
any proposed or pending modifications prior to their implementation. The Parties shall
work together to establish a work plan and timetable for implementation of any such
changes. The Parties agree that all changes to ITO Services resulting from legal and

regulatory developments as well Company requests, shall be assessed using the change
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order process detailed in Section 5 of this Appendix A.
3.2 Transmission Planner

TranServ will provide certain services to LG&E/KU, the Transmission Planner (TP). The

services include:

3.2.1 Customer Interface

e TranServ will participate in the drafting of Business Practices; including any FERC or
NAESB required Business Practices. Company shall have final review, ownership, and

approval for all Business Practices.

e TranServ will participate in periodic reviews of, and provide expertise/comments on the
OATT. Company retains final authority over the OATT’s content, including retaining the
right and responsibility to file changes to the OATT.

e Responsible for planning, coordinating and holding regular stakeholder meetings and/or
conference calls. These stakeholder meetings will include TranServ, Company, and
the RC, and other entities as required, to address concerns regarding Company’s system,
administration of the OATT, and related issues. This activity includes (as necessary)
performing background checks for stakeholders who desire access to Critical Energy
Infrastructure Information (CEIl), preparing meeting materials, facilitating the meeting, and

preparing post-meeting minutes for posting on OASIS.

e Responsible for coordinating with third-party transmission system owners and operators
as necessary to support customer service requests. This includes coordinating the

provision of any data from Company to the third-party system.
3.3 LG&E/KU

TranServ understands that Company has the following responsibilities in support of the
ITO Services under this Appendix A:
3.3.1 Customer Interface

e Contracting for the OATI webSmartOASIS service that meets FERC and NAESB

requirements.
e Contracting for the OATI webTrans service used to evaluate and take actions on
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transmission service requests and e-Tags.

e Continuation of Agreement with the RC to provide necessary data for AFC/ATC

calculation and posting processes.
o Final review, ownership, and approval for all Business Practices.

e Final authority over the OATT's content, including the right and responsibility to file
changes to the OATT.

o Cooperate in the coordination with third-party systems as necessary to support customer
service requests. This includes coordinating the provision of any data from Company to
the third-party system.

3.3.2 Compliance

e From time-to-time provide TranServ with specific direction as to records that Company
expects to support compliance efforts, TranServ shall maintain such records as directed in
order to provide reports as required by the KPSC, OATT, DOE, FERC, NERC, SERC or
NAESB.

e Respond to TranServ notifications of FERC, NERC, SERC, and NAESB activities for
changes in standards or compliance requirements that may require modification to the
ITO Services or other coordination with Company within requested response timelines.
Work together with ITO to establish a work plan and timetable for implementation of any
such changes. The Parties agree that all changes to ITO Services resulting from legal
and regulatory developments as well Company requests, shall be assessed using the
change order process detailed in Section 5 of this Appendix A.
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4. Customer Support

TranServ will provide support for Service 24-hours per day and 365-days per year by utilizing a
single point of contact support staff. During Normal Business Hours the support staff can be
contacted by telephone or by e-mail as outlined in published TranServ’s ITO Support Information.
After Normal Business Hours support is achieved through telephone only. TranServ will take all
reasonable effort to ensure that reported problems or other Customer support related events are
responded to within 30-minutes of the event notification when ITO Support Procedures are
followed.

4.1 Problem Resolution

Problems or outages are reported to TranServ by following customer support processes. All
problems or questions are assigned a severity level by mutual agreement of the parties.
Problems which are considered Critical or High in severity should be reported to TranServ at any
time. Problems considered Medium or Low severity should be reported by phone during
business hours or by e-mail at any time. The severity level classifications are defined as follows:

Critical - Problems or issues that are impacting business immediately or impacting
grid reliability and action is required prior to next business day.

High - Problems or issues that affect a key functionality of Service component
and there is no work around available but immediate business or grid
reliability impact is not present.

Medium - Business processes are impacted, but satisfactory work around is in
place to avoid business interruptions.
Low - Customer inquiries or reported problems and issues that create

nuisances or inconveniences for the customer. Minimal or no business
impact is occurring.

Ticket Resolution
Action | TranServ Responsibility | Time To Remedy
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Correct a ‘Critical’
severity Problem or
Issue

During normal business hours TranServ
will respond to reported Critical severity
problems and begin corrective action
immediately until either a satisfactory
work around is in place or problem is
resolved. Outside of normal business
hours TranServ will respond to reported
Critical severity problems within
30-minutes of notification. Escalation to
responsible TranServ senior
management will occur in all cases.

TranServ will work
continuously until
resolution is in place.
This may include a
temporary work around
until a permanent
correction can be
implemented.
Performance goal is to
resolve all Critical
severity tickets within
4-hours.

Correct a ‘High'’
severity Problem or
Issue

During normal business hours TranServ
will respond to reported High severity
problems and begin corrective action to
resolve with either a satisfactory work
around or problem resolution prior to end
of business day. Outside of normal
business hours TranServ will respond to
reported High severity problems within
30-minutes of notification. Escalation to
responsible TranServ senior
management will occur in all cases.

TranServ will provide an
initial problem analysis
update within 8-hours at all
times. This may include a
recommended temporary
work around until a
permanent correction can
be implemented.
Performance goal is to
resolve all High severity
tickets within 24-hours.

Correct a ‘Medium’
severity Problem or
Issue

TranServ will schedule corrective action
jointly with Customer. Problems of
Medium severity should be reported by
telephone during business hours or by
e-mail at any time.

TranServ will provide an
initial problem analysis
update within 3-business
days of notification of
problem. An appropriate
action plan and resolution
schedule will be mutually
agreed to with the
Customer. Performance
goal is to resolve all
Medium severity tickets
by agreed to
commitment date.

Correct a ‘Low’ severity
Problem or Issue

TranServ will schedule corrective action
jointly with Customer. Problems of Low
severity should be reported by telephone
during business hours or by e-mail at any
time.

TranServ will provide an
initial problem analysis
update within 5-business
days. An appropriate
action plan and resolution
schedule will be mutually
agreed to with the
Customer.

Performance goal is to
resolve all Low severity
tickets by agreed to
commitment date.
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4.1.1 Tickets - OATI webSupport

To ensure all customers of TranServ receive a high level of customer service all calls or e-mails
with questions or reported problems are documented in a Ticket. All TranServ staff members
utilize OATI webSupport, an issue reporting and assignment platform allowing tracking and
confirmed resolution of all issues reported to TranServ. Upon receiving a communication from a
customer, TranServ will open a webSupport Ticket. The Ticket contains customer contact
information, data metrics on the type of problem, an identification of the TranServ staff member to
whom the Ticket is currently assigned, a detailed description of the problem, and a detailed
description of the problem's current status which will eventually include a description of how the
issue was resolved. The TranServ staff member provides the Ticket number to the customer for
all issues not resolved immediately. If the issue cannot be resolved by the TranServ staff
member creating the Ticket, the Ticket is reassigned to another member of the TranServ team.
The TranServ staff member who initially created the Ticket is expected to use webSupport’s
monitoring capability to determine unresolved Tickets, and to reassign or escalate it as necessary
at any time to promote prompt resolution within response timing guidelines.

4.1.2 Response Time

TranServ support staff will answer all calls as received during normal business hours and take all
reasonable effort to resolve issues at the time of call. For issues and problems that are not
immediately resolved, TranServ will follow normal processing for assigned severity level and
notify customer once resolution occurs.

Calls to support staff outside of normal business hours will be answered as received and
customer will be notified within 30-minutes on planned actions to be taken by TranServ support
staff in accordance with normal processing for assigned severity level.

4.1.2.1 Ticket Escalation

Problem tickets that cannot be resolved in accordance with normal processing for assigned
severity level will be escalated to appropriate TranServ management. Customers may request
immediate ticket escalation to appropriate TranServ management.

4.1.2.2 Customer Satisfaction

Customer satisfaction inquiries are automatically sent to customers upon the closing of a ticket.
The results of these surveys result in improved performance by customer support staff or changes
in business processes.
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5. Service Modifications

From time to time Company may require a modification to an existing Service function. Such
modifications may be prompted by changes in regulatory compliance requirements, or by a
Company request. Minor modifications that require reasonably minimal resource commitment
from TranServ staff will be included within a reasonable time period at no cost to Company.
Modifications that may have more significant impact on Service design or will impact TranServ
staff resource commitments more than minimally will be discussed with Company and may in
some instances require additional payment by Company, or likewise, require a decrease in
payment by Company. Each of these change requests will be described in a written Change
Order. Each Change Order will be scheduled for implementation upon written agreement with
Company as to scope, cost and schedule.

5.1 Minor Changes

Any change to an existing Service function that does not have a significant impact on Service
design or require TranServ to staff or contract with additional personnel, if even for a brief period
of time, to prepare for and/or meet the requirements of the change (a “Minor Change”) will be
integrated into Company’s Service at no costto Company. A written Change Order will be
negotiated and executed between Company and TranServ prior to implementation of any Minor
Change.

5.2 Major Changes

Any change to an existing Service function that has a significant impact on Service design or
requires TranServ to staff additional or fewer personnel, if even for a brief period of time, in order
to prepare for and/or meet the requirements of the change (a “Major Change”) will require a
written Change Order which must be negotiated and executed between Company and TranServ
prior to implementation of any Major Change.

6. Reliability Coordination

TranServ will be required to coordinate its operations with the LG&E/KU designated RC. The RC
is responsible for performing certain reliability related tasks for the LG&E/KU system, including
acting as the NERC-registered Reliability Coordinator. The RC's responsibilities are detailed in
the Reliability Coordinator Agreement and Attachment P to the LG&E/KU OATT.
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AMENDED AND RESTATED RELIABILITY COORDINATOR AGREEMENT

BETWEEN

LOUISVILLE GAS AND ELECTRIC COMPANY
AND KENTUCKY UTILITIES COMPANY

AND

TENNESSEE VALLEY AUTHORITY

Page 1 of 43



Rebuttal Exhibit LEB-3

Page 93 of 275
20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM
TABLE OF CONTENTS
Page
Section 1 Designation; Scope of Functions; Standards of Performance; Reliability
Coordination AdViSOry COMMITIEE .......c.oiiiiie ittt 2
1.1 o [0 g Fo U o ISP PPORRPPTRN 2
1.2 SCOPE OF FUNCLIONS. .....oiviiiiieie ettt sttt reens 2
1.3 Reliability Coordinator PrOCEAUIES..........c.ciieiieiieie et 2
1.4 Threat to REHADIITY .....ocoiiiiiiee e 3
1.5  Reliability CoOrdinator DIF€CHIVES..........coveiiiiiiiiieise e 3
1.6 Coordination with Independent Transmission Organization .............c.cccceevevevenen. 3
1.7 EXPANSION...tiitiiiiitiiteite ettt bbbttt b bbb 4
1.8  Reliability Coordinator’s Standard of Performance ............ccccoveevvviviiviiencnnnnnns 4
19 LG&E/KU’s Standard of Performance...........cccocveoveieveieiiiiceiese e 4
1.10 Reliability Coordination Advisory COMMIIEE..........cevrrviiririiiese e 4
LT o) o I LT (=T o 1=T o o (=T o ot OSSP 5
2.1 KEY PEISONNEL ...t ene s 5
2.2 Standards of ConducCt TreatMmeNt ........cccevveiereiiiieieie e 5
Section 3 Compensation, Billing and Payment ............ccccceiviiiiiic i 6
T80 A O 4 1= 0 57 L1 o] o TSSO 6
3.2 Compensation After Termination ............cccocveiiiiii i 6
3.3 ReimbUrsemMENt OF FEES.......oiiiiiieiiie e 7
B4 PAYIMENTS. ...ttt 7
Section 4 Effective Date; Term; Termination; Termination Fees;
TranSitioN ASSISTANCE SEIVICES.........ciiiiiiirii ittt nne e 7
4.1 EFFECHVE DALE ...t 7
A2 TRIMN e bbbttt 7
4.3 Mutually-Agreed Termination ..........ccooiiiiieiiiie s 7
4.4  Termination at ENd Of TerM .....covviiiiie e 7
45  Termination fOr CAUSE ......ccciiiiiiieierie ettt ans 7
4.6 Return Of MALErialS .........coveiiiiiiicicce e e 9
O S 11 VLV 7 | PSSR 9
4.8  Transition ASSISTANCE SEIVICES .....cvveiveiiieeieriesieseeeeie e se e see e sre e ee e sreans 9
4.9  Change in Reliability ENtity........cocooiiiiiiiiiieceeee e 10
4.10  Prior Obligations and Liabilities Unaffected by Termination ............ccccccecervenene 10

Page 2 of 43



Rebuttal Exhibit LEB-3

Page 94 of 275
20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM
Section 5 Data ManagemMeNT ........coccuiii ittt nrae s 10
5.1 SUPPIY OF DALA ...eeeiecie ettt 10
5.2 Property 0f EQCh Party ........cccooieiiiii e 10
5.3 Data INTEGIILY ..o 10
5.4 CONFIABNTIAIITY ...ooveiiiicee e 10
Section 6 INtelleCtual ProPerty ........ccoiiiiiiiiiiieee s 10
6.1  Pre-Existing Intellectual PrOperty.........cccoiiiiiiiininiiineese e 11
6.2 Jointly-Owned Intellectual Property ... 11
6.3  Reliability Coordinator Retained RIghtS..........cccooiiiiiiiiii 11
6.4  LG&E/KU Retained RIGNTS .......ccciiiiiiiiiiieieeise e 12
6.5  Reliability Coordinator Non-Infringement; Indemnification.............cc.ccccceeuenee. 12
6.6 LG&E/KU Non-Infringement; IndemnifiCation ............cccoovvoiverinesinieieieiens 13
Section 7 INAeMNITICATION ...c.viiviiiiiiece et nee s 13
7.1 Indemnification by the Parties ..........ccooeviiiiiie i 13
7.2 NO Consequential DamAQES.......cccveiveiiierieeee et 14
7.3 Cooperation Regarding ClaimsS...........cccciiieiiiiiiiece e 14
Section 8 Contract Managers; Dispute ReSOIULION...........ccccoviiiiiiiiiiecceece e 14
8.1 LG&E/KU ContraCt Manager.........cvovveiieieiie e sie et ste et 14
8.2 Reliability Coordinator Contract Manager ..........cccccvevieiieerieeieeseese e ssee e 14
8.3 ReSOIULION OF DISPULES......ccuviiiiiiiiiiieies et 15
8.4 LG&E/KU Rights Under FPA Unaffected ............coovieiiiiniiiiiceeis 15
8.5  Reliability Coordinator Rights Under the TVA Act and FPA Unaffected.......... 15
8.6  Statute of Limitations; Continued Performance ..........cccooveriiniiieiennincnieen 15
SECLION O INSUFANCE. .. .etiteiiieiieie ettt sttt et beete e st et e sresseaneess e sesbeereeneeeenreas 16
9.1 REQUITEMENTS ...veititeieieii sttt bttt sb et 16
9.2 INSUFANCE IMALTEIS ... 16
9.3 COMPIIANCE .. 16
Section 10 CoNFIdeNTIAliTY .......ccveiiiieieie e 16
10.1  Definition of Confidential INformation............cccocvviviieieniniineee e 16
10.2  Protection of Confidential INfOrmation............ccocvvivviinieniniinicee e 17
10.3 NERC Data Confidentiality AQreement .........cccccvvviiiiiiieiecieece e 17
10.4 FERC Requests for Confidential Information ............c.ccccooeviiiiiiiiicic e, 17
SECLION 11 FOICE IMAJEUIE ..ooviiiieie ettt ettt et saeesbeeteeaeanaennae s 17
Section 12 RePOrting; AUGIT .......covoiiiiece ettt erae s 18

Page 3 of 43



Page 95 of 275
20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM
I R o = o To] £ (T TSRO 18
12.2  BOOKS aNd RECOIMS .......oviiiiiiiiiiiiicicie e 18
12.3  Regulatory COMPHANCE ......ccveiieiieiiece ettt 19
Section 13 Independent CONTIACTON ........ccveviiiiiiiiieie s 19
LT Ao I - OSSOSO 19
SECLION 15 INOLICES ...ecviiiiiiectieie ettt et e st e s taese et e resbaeraeneeseenreas 19
151 NOUICES oovietiiiesie ettt ettt e te et e et e e be e st et e stesreene e e e ne e 19
15.2 CRANQES. ..ttt bbbttt bt 20
Section 16  Key Personnel; WOrk Conditions............ccoveriiiienieiene e seseeeesee e 20
16.1  KEY PEISONNEL ....oeiiiiiiiiiiiiecei e 20
16.2  Conduct of Key Personnel and REPOIting ........cccovvvevereneneneeiese e seeeeeeneens 20
16.3  Personnel SCreENING........cooviierieiiiieieie et 20
R YT U | ST 21
Section 17  MiSCellaneouUS PrOVISIONS.........civiiiieiieiisieeeie sttt nnens 21
17.1  GOVEIMING LAW ..ooviiiicie ettt sttt sne e 21
17.2  AMENUMENT..c.eiitiitieiee ettt bbb 21
17.3  ASSIONMENT ..ottt be et e e be e ae b e e raesreesre e e 21
17.4  NoO Third Party BENefiCIAries .........ccoueviiiieiiiie e 21
L17.5  WAIVETS ..ot 21
17.6  Severability; RENEgOTIAtION.......ccoiiiiiiiic e 21
17.7  Representations and Warranties...........ccocevirreieiininieese e 22
17.8  FUIMNEI ASSUFANCES. ....c..cveieeieieieiie ettt et ste ettt sttt sba et sreene e ne e 22
179 ENLIre AQrEEIMENT .....cuiiiiiiiiiietiite ettt bbb 22
17.10 GO0d Faith EFfOrtS ....cc.ccviiieiee e 23
17.11 Time Of the ESSENCE .....ccveieeieieie ettt 23
17.02  INEEIPrETAtION ..ottt 23
G TN (o ) A = i o] o OSSR 23
A 001U (=] o= £SO 24
Section 18 Confidential Critical Infrastructure Information Protection. ...........cccccce.... 24
Attachment A - Description of Primary Functions
Attachment B - Division of Responsibilities for the Planning Function
Attachment C - List of Key Personnel

Rebuttal Exhibit LEB-3

Exhibit 1 - Congestion Management Process

Page 4 of 43



Rebuttal Exhibit LEB-3
Page 96 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

Page 5 of 43



Rebuttal Exhibit LEB-3
Page 97 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

RELIABILITY COORDINATOR AGREEMENT

This Amended and Restated Reliability Coordinator Agreement (this “Agreement”), including all
appendices, exhibits, and attachments, appended hereto, is entered into this 25" day of August,
2014 (“Execution Date™), between Louisville Gas and Electric Company and Kentucky Utilities
Company, corporations organized pursuant to the laws of the State of Kentucky (collectively,
“LG&E/KU”), and the Tennessee Valley Authority, a federal government corporation (“TVA”
and, in its capacity as reliability coordinator pursuant to this Agreement, the “Reliability
Coordinator”) created by and existing under and by virtue of the Tennessee Valley Authority Act
of 1933, as amended, 16 U.S.C. 88 831 et seq. (the “TVA Act”). LG&E/KU and the Reliability
Coordinator may sometimes be referred to herein individually as a “Party” and collectively as the
“Parties.”

RECITALS

WHEREAS, LG&E/KU owns, among other things, an integrated electric transmission system
(“Transmission System™), over which they currently provide open access transmission service to
customers in the LG&E/KU Balancing Authority Area (as defined in Section 1.5 of LG&E/KU’s
Open Access Transmission Tariff, as on file with the Federal Energy Regulatory Commission
(“FERC”) and as may be changed from time to time (the “OATT™));

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform certain key reliability
functions under the OATT, including: (i) reliability coordination (as defined in the relevant North
American Electric Reliability Council (“NERC”) Standards); (ii) transmission planning and
regional coordination; (iii) approving LG&E/KU’s maintenance schedules; (iv) identifying
upgrades required to maintain reliability; (v) non-binding recommendations relating to economic
transmission system upgrades; and (vi) administration of any seams agreements;

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform all functions
identified for reliability coordinators in NERC’s Standards;

WHEREAS, LG&E/KU will retain all remaining NERC obligations, including obligations
associated with its status as a Control Area (including operations as a Balancing Authority and
Transmission Operator as defined by NERC) and its obligations to ensure the provision of
transmission services under the OATT, and will take action necessary to protect reliability of the
Transmission System, including circumstances where such action is necessary to protect, prevent
Or manage emergency situations;

WHEREAS, the Reliability Coordinator is: (i) a federal government corporation charged with
providing electric power, flood control, navigational control, agricultural and industrial
development, and other services to a region including Tennessee and parts of six contiguous states;
and (ii) recognized by NERC as a reliability coordinator;

WHEREAS, the Reliability Coordinator is independent from LG&E/KU, possesses the necessary
competence and experience to perform the functions provided for hereunder and is willing to
perform such functions under the terms and conditions agreed upon by the Parties as set forth in
this Agreement;

WHEREAS, as part of LG&E/KU’s goal to maintain the requisite level of independence in the
operation of its Transmission System to prevent any exercise of transmission market power,
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LG&E/KU has entered into an Independent Transmission Organization Agreement (the
“Independent Transmission Organization Agreement”) with TranServ International, Inc. (the
“Independent Transmission Organization” or “ITO”), pursuant to which the Independent
Transmission Organization provides to LG&E/KU certain key transmission-related functions
under the OATT,;

WHEREAS, LG&E/KU seeks to ensure the full participation of the LG&E/KU Transmission
System in the arrangements and protocols included in Congestion Management Process (“CMP”),
which is Exhibit 1 hereto;

WHEREAS, through the Joint Reliability Coordination Agreement (“JRCA”) between TVA and
PJM Interconnection, L.L.C. (“PJM”), TVA and PJM participate in CMP;

WHEREAS, the Midcontinent Independent Operator, Inc. (“MISO”), through its Joint Operating
Agreement with PJM, also participates in the CMP;

WHEREAS, by virtue of the reciprocity requirements found in Section 6.2 of the CMP, TVA will
coordinate with MISO in order to manage regional coordination issues applicable under the CMP
between the LG&E/KU system and MISO;

WHEREAS, TVA and LG&E/KU may choose to participate in similar reliability coordination
agreements with other neighboring reliability coordination areas.

NOW THEREFORE, in consideration of the mutual promises contained herein, and other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
Parties hereby agree as follows:

Section 1 - Designation; Scope of Functions; Standards of Performance; Reliability
Coordination Advisory Committee.

1.1 Designation. LG&E/KU appoints TVA to act as LG&E/KU’s designated
Reliability Coordinator pursuant to and in accordance with the terms and conditions of this
Agreement. The Reliability Coordinator shall have no responsibility to LG&E/KU, except as
specifically set forth in this Agreement.

1.2 Scope of Functions. The Reliability Coordinator shall perform the functions assigned to it
and described in Attachment A and Attachment B (the “Functions”) seven days a week,
twenty-four hours a day, for the duration of the Term in accordance with the terms and conditions
of this Agreement. In accordance with its obligations under this Section 1.2, the Reliability
Coordinator is authorized to, and shall, direct and coordinate timely and appropriate actions by
LG&E/KU, including curtailing transmission service or energy schedules, redispatching
generation, and shedding load, in each case, in order to avoid adverse effects on interregional bulk
power reliability.

121 Relationship Between this Agreement and Attachment L to LG&E/KU's
OATT. The Parties recognize that the relationship between LG&E/KU and the Reliability
Coordinator and the Functions to be performed by the Reliability Coordinator must be
reflected in LG&E/KU's OATT. The Reliability Coordinator relationship and the
Functions assigned to the Reliability Coordinator under Attachment A and Attachment B
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to this Agreement shall be reflected in Attachment L to LG&E/KU's OATT. To the extent
that there is a conflict between Attachment A and/or Attachment B to this Agreement and
Attachment L to LG&E/KU's OATT, Attachment L to LG&E/KU's OATT shall govern.
Any changes proposed by LG&E/KU to FERC in Attachment L in LG&E/KU's OATT,
pursuant to Section 5.3 of Attachment L in LG&E/KU's OATT, regarding the Functions or
any other provisions that concern the Reliability Coordinator shall reflect the mutual
agreement of the Parties. Notwithstanding this Section 1.2.1, nothing in this Agreement or
Attachment L to LG&E/KU's OATT shall grant FERC any additional jurisdiction over
TVA.

1.3 Reliability Coordinator Procedures. The Reliability Coordinator shall develop the
procedures and guidelines by which it will perform the Functions (the “Reliability Coordinator
Procedures”) in coordination with the RCAC (as defined in Section 1.10) and applicable regional
reliability councils. The Reliability Coordinator Procedures shall be documented in a
NERC-approved reliability plan for the TVA Reliability Coordination Area or in TVA Standard
Procedures and Policies. The Reliability Coordinator shall provide LG&E/KU advance written
notice of any amendment or change to the Reliability Coordinator Procedures. For purposes of this
Agreement, the term “TVA Standard Procedures and Policies” shall mean such procedures and
policies related to TVA’s operations as may be promulgated and published by TVA pursuant to its
legal authorities and obligations.

1.4  Threat to Reliability. If the Reliability Coordinator determines that an actual or potential
threat to transmission system reliability exists, and that such threat may impair the reliability of a
transmission system, then the Reliability Coordinator shall direct that LG&E/KU take whatever
actions are necessary, consistent with Good Utility Practice (as defined below) and in accordance
with the applicable reliability criteria, policies, standards, rules, regulations and other
requirements of NERC (collectively, the “NERC Standards™) and any applicable regional
reliability councils or their successors (collectively, “Regional Reliability Council Standards™), to
avoid or mitigate the effects of the threat to transmission system reliability. For purposes of this
Agreement, “Good Utility Practice” shall mean any of the practices, methods, and acts engaged in
or approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods, and acts that, in a person’s exercise of reasonable judgment in
light of the facts as known to that person at the time the decision was made, could have been
expected to accomplish the desired result at a reasonable cost consistent with good business
practices, reliability, safety, and expedition. Good Utility Practice is not intended to be limited to
the optimum practice, method, or act to the exclusion of all others, but rather to include the range
of acceptable practices, methods, or acts generally accepted in the region.

1.5  Reliability Coordinator Directives. Except as provided in the immediately succeeding
sentence, LG&E/KU shall implement any directive given by the Reliability Coordinator pursuant
to Sections 1.2 or 1.4. LG&E/KU shall not be obligated to implement any directive which
LG&E/KU determines will violate any state or federal law or the terms of any governmental
approval applicable to LG&E/KU. LG&E/KU may review any directive given by the Reliability
Coordinator pursuant to Sections 1.2 or 1.4, to determine if it is, in LG&E/KU’s judgment, in
accordance with the requirements of Section 1.8. If LG&E/KU determines that any directive is not
in accordance with the requirements of Section 1.8, then it shall immediately so notify the
Reliability Coordinator; provided, however, that, except as provided in the second sentence in this
Section 1.5, LG&E/KU shall continue to implement the directive until the Reliability Coordinator
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notifies LG&E/KU otherwise. LG&E/KU’s notice to the Reliability Coordinator shall include: (a)
information outlining the basis for LG&E/KU’s determination that (i) the directive is not in
accordance with the requirements of Section 1.8 and, if applicable, (ii) that implementation of the
directive will violate one or more state or federal laws or the terms of any governmental approvals
applicable to LG&E/KU; and (b) the alternative action that LG&E/KU would prefer to take to
alleviate the problem addressed by the Reliability Coordinator’s directive. After prompt
consideration of such information, the Reliability Coordinator shall issue a directive to LG&E/KU
in accordance with its obligations under this Agreement and LG&E/KU will, subject to the second
sentence in this Section 1.5, act in accordance with such directive.

1.6 Coordination with Independent Transmission Organization. In conjunction with its
performance of the Functions, the Reliability Coordinator shall coordinate and cooperate with the
Independent Transmission Organization and provide, subject to the terms and conditions of this
Agreement, including the Reliability Coordinator’s obligations with respect to Confidential
Information in Section 10, any information that the Independent Transmission Organization may
reasonably request in order to carry out its functions under the Independent Transmission
Organization Agreement.

1.7  Expansion. Nothing in this Agreement is intended to prevent TVA from (a) coordinating,
or cooperating in, interregional activities to relieve problems experienced by other transmission
systems or (b) entering into other agreements with one or more third party transmission providers
or operators to perform functions for such transmission providers or operators that are the same or
similar to the Functions performed hereunder; provided, however, that it does not breach any of its
obligations under this Agreement (including its obligations with respect to Confidential
Information in Section 10) by entering into or performing any of its obligations under such other
agreements; provided, further, that (i) any such other agreements shall provide for LG&E/KU to
be reimbursed in an equitable manner for any capital expenditures made pursuant to this
Agreement as well as for LG&E/KU’s ongoing operations and maintenance expenditures to the
extent such capital expenditures and operations and maintenance expenditures are used by the
Reliability Coordinator in performing functions under such other agreements, (ii) LG&E/KU
agrees to reimburse any such third party transmission providers or operators in an equitable
manner for any capital expenditures made by such third parties as well as for such third parties’
ongoing operations and maintenance expenditures to the extent such capital expenditures and
operations and maintenance expenditures are used by the Reliability Coordinator in performing
functions under this Agreement, and (iii) to the extent applicable, the Reliability Coordinator shall
revise the compensation provided for in Section 3.1 in accordance with the terms therein.

1.8 Reliability Coordinator’s Standard of Performance. The Reliability Coordinator shall
perform its obligations under this Agreement in accordance with: (a) Good Utility Practice; (b) the
NERC Standards and Regional Reliability Council Standards; (c) LG&E/KU’s specific reliability
requirements and operating guidelines (to the extent these are not inconsistent with other
requirements specified in this Section 1.8); (d) TVA Standard Procedures and Policies; and, (e) all
state and federal laws, including the TVA Act, and the terms of governmental approvals applicable
to one or both of the Parties. In performing its responsibilities under this Agreement, the
Reliability Coordinator shall not discriminate against similarly situated persons.

1.9 LG&E/KU’s Standard of Performance. LG&E/KU shall perform its obligations under
this Agreement in accordance with: (a) Good Utility Practice; (b) the NERC Standards and
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Regional Reliability Council Standards; (c) any other LG&E/KU-specific reliability requirements
and operating guidelines (to the extent these are not inconsistent with other requirements specified
in this Section 1.9); and (d) all state and federal laws and the terms of governmental approvals
applicable to LG&E/KU.

1.10 Reliability Coordination Advisory Committee.

1.10.1 Each Party shall designate one representative to serve on a Reliability
Coordination Advisory Committee (“RCAC”), which shall be composed of representatives
of each Party and representatives from each entity that has executed a similar reliability
coordination agreement designating TVA as its reliability coordinator. Each Party may
also designate one alternate to act in the absence of its representative on the RCAC.
Written notice of each representative and alternate appointment shall be provided to each
RCAC entity, and each Party may change its representatives upon written notice to the
other RCAC entities.

1.10.2 The RCAC shall assist the Reliability Coordinator in the development of the
initial Reliability Coordinator Procedures and the modification of existing Reliability
Coordinator Procedures. In connection with these activities, the Reliability Coordinator
may provide the other RCAC members with access to necessary data and documents
maintained by the Reliability Coordinator, provided that each such RCAC member has
signed the NERC Data Confidentiality Agreement and that all Confidential Information is
treated as transmission operations and transmission system information pursuant to the
NERC Data Confidentiality Agreement.

The RCAC shall meet at least once per Contract Year (as defined below). For purposes of this
Agreement, a “Contract Year” shall consist of a twelve (12) month period. “Contract Year 1” shall
begin on the Effective Date. Contract Years 2, 3, and 4 shall consist of the next three successive
12-month periods after Contract Year 1.

Section 2 - Independence.
2.1 Key Personnel. All Functions shall be performed by employees of the Reliability

Coordinator identified in Attachment C (the “Key Personnel”). The Reliability Coordinator may
from time to time change the names of the employees identified as Key Personnel by notice to
LG&E/KU in accordance with Section 15.1. No Key Personnel shall also be employed by
LG&E/KU or any of its Affiliates (as defined in 18 C.F.R. § 35.34(b)(3) of FERC’s regulations).
The Reliability Coordinator and the Key Personnel shall be, and shall remain throughout the Term,
Independent (as defined below) of LG&E/KU, its Affiliates and the Independent Transmission
Organization. For purposes of this Agreement: “Independent” shall mean that the Reliability
Coordinator and the Key Personnel are not subject to the control of LG&E/KU, its Affiliates or the
Independent Transmission Organization, and have full decision making authority to perform all
Functions in accordance with the provisions of this Agreement. Any Key Personnel owning
securities in LG&E/KU, its Affiliates or the Independent Transmission Organization shall divest
such securities within six (6) months of first being assigned to perform such Functions, provided
that nothing in this Section 2.1 shall be interpreted or construed to preclude any such Key
Personnel from indirectly owning securities issued by LG&E/KU, its Affiliates or the Independent
Transmission Organization through a mutual fund or similar arrangement (other than a fund or
arrangement specifically targeted toward the electric industry or the electric utility industry or any
segment thereof) under which the Key Personnel does not control the purchase or sale of such
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securities. Participation by any Key Personnel in a pension plan of LG&E/KU, its Affiliates or the
Independent Transmission Organization shall not be deemed to be a direct financial interest if the
plan is a defined-benefit plan that does not involve the Key Personnel’s ownership of the
securities. For the avoidance of doubt, LG&E/KU shall not have an approval or consent right with
respect to the selection of any Key Personnel.

2.2  Standards of Conduct Treatment. All Key Personnel shall be treated, for purposes of
FERC’s Standards of Conduct, as transmission employees. All restrictions relating to information
sharing and other relationships between merchant employees and transmission employees shall
apply to the Key Personnel.

Section 3 - Compensation, Billing and Payment.
3.1 Compensation. LG&E/KU shall pay to the Reliability Coordinator as

compensation for the performance of the Functions under this Agreement as follows:
Subseguent Term Beginning Amount

September 1, 2014 $2,375,000
September 1, 2015 $2,422,500
September 1, 2016 $2,470,950
September 1, 2017 $2,520,369
September 1, 2018 $2,570,776

The Reliability Coordinator agrees that if at any time during the Term it expands its Reliability
Coordination Area by providing similar services to additional Transmission Operators, the
Reliability Coordinator will review and revise, as appropriate, the above compensation rate. Such
revised compensation shall enable the Reliability Coordinator to recover its incremental costs
associated with providing the specific service by allocating the costs among those subscribing to
the service in an equitable manner (e.g., costs may be allocated using a load ratio share
methodology (a participant's annual non-coincident peak load as a percentage of the total annual
non-coincident peak load for those participating in the service)). Costs will be determined by the
Reliability Coordinator based on its total cost of providing the service(s) as documented in the
Reliability Coordinator's financial systems.

Compensation for Subsequent Terms (as defined in Section 4.2 herein) beyond those delineated
above shall be based on the compensation in previous Contract Years and/or the methodology
outlined above in this Section 3.1 and shall be negotiated by the Parties in good faith. Such
negotiations shall begin not later than six months prior to, and shall be concluded no later than
three months prior to, the beginning of the Subsequent Term.

Notwithstanding any provision to the contrary contained in this Agreement, if a Dispute should
occur between the Parties with respect to the amount of compensation to be paid by LG&E/KU to
the Reliability Coordinator (i) pursuant to this Sections 3.1 or (ii) in respect of additional services
(other than the Functions) requested by LG&E/KU that the Reliability Coordinator elects, in its
sole discretion, to provide, then, in each case, LG&E/KU shall file notice thereof with FERC. The
Parties acknowledge that any FERC order issued with respect to such a dispute is only binding on
LG&E/KU, not TVA.

3.2 Compensation After Termination. If LG&E/KU terminates this Agreement
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before the end of a Contract Year, then the Reliability Coordinator shall not be obligated to refund
any amounts paid by LG&E/KU to the Reliability Coordinator as compensation for services
provided by the Reliability Coordinator under this Agreement. If, however, the Reliability
Coordinator terminates this Agreement before the end of a Contract Year or LG&E/KU and the
Reliability Coordinator mutually agree to terminate this Agreement, then the Reliability
Coordinator shall be obligated to refund to LG&E/KU an amount equal to the product of (a) any
amounts paid by LG&E/KU to the Reliability Coordinator as compensation for services provided
by the Reliability Coordinator under this Agreement during the Contract Year in which this
Agreement is terminated and (b) the number of whole or partial months remaining in the Contract
Year divided by twelve (12).

3.3 Reimbursement of Additional Costs. In addition to the compensation provided for in
Section 3.1, LG&E/KU shall reimburse the Reliability Coordinator for (a) any additional costs
incurred by the Reliability Coordinator at the request or direction of LG&E/KU or (b) any
reasonable additional one-time costs necessarily incurred by Reliability Coordinator related to its
activities under this Agreement that are not associated with services provided for in Section 3.1.
Any costs under item (b) above shall be appropriately allocated by TVA among the Parties and
those other entities that have executed similar reliability coordination agreements designating
TVA as their reliability coordinator.

3.4  Payments. All payments by LG&E/KU to the Reliability Coordinator shall be made by the
FedWire transfer method to the Reliability Coordinator’s account at the U.S. Treasury in
accordance with the wire instructions indicated below, and all such payments shall be deemed
received as of the date the electronic funds transfer to the Reliability Coordinator’s account is
deemed effective.

Bank Name: TREAS NYC (official abbreviation)

Bank Address: New York Federal Reserve Bank, New York City
33 Liberty Street
New York, New York 10045

ABA Number: 021030004
Account No: 0004912
Beneficiary: Tennessee Valley Authority
Taxpayer ID: 62-0474417
OBI: Provide your organization name and invoice number or explanation of payment.

The Reliability Coordinator shall provide LG&E/KU with one or more contact persons for
payment purposes and shall update such list of contact persons as necessary.

Section 4 - Effective Date; Term; Termination; Termination Fees; Transition
Assistance Services.

4.1 Effective Date. The Parties acknowledge and agree that the effective date of this
Agreement (the “Effective Date”) shall be September 1, 2014 or such other date as permitted by
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FERC

4.2  Term. This Agreement shall commence on Effective Date (as provided for in Section
4.1), and shall automatically continue for successive one-year terms (each, a “Subsequent Term”)
unless and until terminated pursuant to the termination provisions hereof. All Subsequent Terms,
together with the Transition Assistance Period, if any, shall collectively be referred to as the
“Term.”

4.3 Mutually-Agreed Termination. This Agreement may be terminated by mutual agreement
of the Parties at any time during the Term.

4.4  Termination at End of Term. Either Party may terminate this Agreement at the end of any
Subsequent Term upon one (1) year’s prior written notice to the other Party.

45 Termination for Cause.

45.1 Termination by Either Party. Either Party may terminate this Agreement
effective immediately upon thirty (30) days’ prior written notice thereof to the other Party
if:

@) Material Failure or Default. The other Party fails to comply with,

observe or perform, or defaults, in any material respect, in the performance of the
terms and conditions of this Agreement, and such failure or default remains
uncured for thirty (30) days after notice thereof, provided that such failure or
default is susceptible to cure and the other Party is exercising reasonable diligence
to cure such failure or default;

(b) Pattern of Failure. It determines, in its sole discretion, that there has been a
pattern of failure by the other Party to comply with the standards of performance
required under this Agreement;

(©) Gross Negligence, Willful Misconduct or Fraud. The other Party commits
gross negligence, willful misconduct or fraud in the performance of its obligations
under this Agreement;

(d) Material Misrepresentation. Any representation made by the other Party
hereunder shall be false or incorrect in any material respect when made and such
misrepresentation is not cured within thirty (30) days of such discovery or is
incapable of cure;

(e) Bankruptcy. The other Party: (i) files a petition or otherwise commences,
authorizes or acquiesces in the commencement of a proceeding or cause of action
under any bankruptcy, insolvency, reorganization or similar law, or has any such
petition filed or commenced against it; (ii) makes an assignment or any general
arrangement for the benefit of creditors; (iii) otherwise becomes bankrupt or
insolvent (however evidenced); (iv) has a liquidator, administrator, receiver,
trustee, conservator or similar official appointed with respect to it or any substantial
portion of its property or assets; or (v) is generally unable to pay its debts as they
fall due;
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4.6

0) Dissolution. The other Party dissolves or is dissolved or its legal existence
is otherwise terminated,

(@) Failure to Negotiate Amendment. The Parties are unsuccessful in
negotiating an amendment or amendments to this Agreement pursuant to Section
17.6;

(h) Regulatory Changes/Modifications. FERC, in accepting this Agreement for
filing, makes any material changes, modifications, additions, or deletions to this
Agreement; or

M Extended Force Majeure. A Party is excused because of Force Majeure (as
defined in Section 11 herein) for more than thirty (30) days from performing any of
its material obligations under this Agreement.

45.2 Termination by LG&E/KU. LG&E/KU may terminate this Agreement
effective immediately upon thirty (30) days’ prior written notice thereof to the Reliability
Coordinator if:

@) the Reliability Coordinator loses its NERC certification once
obtained; or

(b) FERC issues an order determining that TVA should no longer serve as
LG&E/KU’s Reliability Coordinator pursuant to this Agreement.

45.3 Termination by the Reliability Coordinator. The Reliability Coordinator
may terminate this Agreement effective immediately upon thirty (30) days’ prior written
notice thereof to LG&E/KU if:

@) LG&E/KU determines to cease being a Balancing Authority and/or
Transmission Operator, provided that LG&E/KU shall provide the Reliability
Coordinator as much advance written notice of such determination as is practicable
to allow the Reliability Coordinator to terminate this Agreement on or prior to the
time LG&E/KU ceases to be a Balancing Authority or Transmission Operator;

(b) FERC or any other person or entity takes any action to subject the
Reliability Coordinator to FERC’s plenary jurisdiction under the Federal Power
Act (“EPA™); or

(©) Effective Date has not occurred within eighteen (18) months of the
Execution Date.

Return of Materials. Upon any termination of this Agreement or the conclusion of

any Transition Assistance Period pursuant to Section 4.8.1, whichever is later, the Reliability
Coordinator shall timely and orderly turn over to LG&E/KU all materials that were prepared or
developed prior thereto pursuant to this Agreement, and return or destroy, at the option of
LG&E/KU, all Data and other information supplied by LG&E/KU to the Reliability Coordinator
or created by the Reliability Coordinator on behalf of LG&E/KU.
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4.7  Survival. All provisions of this Agreement which are by their nature or terms intended to
survive the termination of this Agreement, including the obligations set forth in Sections 7 and 10,
shall survive termination of this Agreement.

4.8 Transition Assistance Services.

4.8.1 Transition Assistance Period. Commencing on the date this Agreement is
terminated and continuing for up to one (1) year thereafter (the “Transition Assistance
Period”), the Reliability Coordinator shall (a) provide the Functions (and any replacements
thereof or substitutions therefor), to the extent LG&E/KU requests such Functions to be
performed during the Transition Assistance Period, and (b) cooperate with LG&E/KU in
the transfer of the Functions (collectively, the “Transition Assistance Services”). During
the Transition Assistance Period, the Parties shall use good faith efforts to ensure a smooth
transition.

4.8.2  Transition Assistance Services. The Reliability Coordinator shall, upon
LG&E/KU’s request, provide the Transition Assistance Services during the Transition
Assistance Period at the Reliability Coordinator’s actual cost for such services. The quality
and level of performance of the Functions by the Reliability Coordinator during the
Transition Assistance Period shall not be degraded. After the expiration of the Transition
Assistance Period, the Reliability Coordinator shall answer questions from LG&E/KU
regarding the Functions on an “as needed” basis at the Reliability Coordinator’s
then-standard billing rates.

4.8.3 Key Personnel. During the Transition Assistance Period, the Reliability
Coordinator shall not terminate, reassign or otherwise remove any Key Personnel without
providing LG&E/KU thirty (30) days’ prior notice of such termination, reassignment or
removal unless such employee (a) voluntarily resigns from the Reliability Coordinator, (b)
is dismissed by the Reliability Coordinator for cause, or (c) dies or is unable to work due to
his or her disability.

4.9 Change in Reliability Entity. This Agreement is based on the existence of NERC
and the applicability of the NERC Standards. If NERC ceases to exist in its current form or is
replaced with an entity with authority over a Party’s transmission system, the Parties shall
promptly meet to determine whether to revise this Agreement to reflect the new reliability entity, if
any, and the Parties’ obligations in light of the new reliability entity or to terminate this Agreement
in accordance with Section 4.2.

4.10 Prior Obligations and Liabilities Unaffected by Termination. Termination of this
Agreement shall not relieve the Parties of any of their respective cost obligations or other
obligations and liabilities related to this Agreement that were incurred prior to the effective date of
termination of this Agreement.

Section 5 - Data Management.
5.1 Supply of Data. During the Term, LG&E/KU shall supply to the Reliability

Coordinator, and/or grant the Reliability Coordinator access to all Data that the Reliability
Coordinator reasonably requires to perform the Functions. The Parties shall agree upon the initial
format and manner in which such Data shall be provided. For purposes of this Agreement, “Data”
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means all information, text, drawings, diagrams, images or sounds which are embodied in any
electronic or tangible medium and which (a) are supplied or in respect of which access is granted
to the Reliability Coordinator by LG&E/KU under this Agreement, which shall be LG&E/KU’s
Data, (b) are prepared, stored or transmitted by the Reliability Coordinator solely on behalf of
LG&E/KU, which shall be LG&E/KU’s Data; or (c) are compiled by the Reliability Coordinator
by aggregating Data owned by LG&E/KU and Data owned by third parties, which shall be
Reliability Coordinator’s Data.

5.2 Property of Each Party. Each Party acknowledges that the other Party’s Data and the
other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or proprietary
rights in such other Party’s Data and Processes as provided in Section 6.

5.3  Data Integrity. Each Party shall reasonably assist the other Party in establishing measures
to preserve the integrity and prevent any corruption or loss of Data, and the Parties shall
reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall retain
and preserve any of the other Party’s Data that are supplied to it during the Term, and shall
exercise commercially reasonable efforts to preserve the integrity of the other Party’s Data that are
supplied to it during the Term, in order to prevent any corruption or loss of the other Party’s Data.

5.4  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 - Intellectual Property.

6.1 Pre-Existing Intellectual Property. Each Party shall own (and continue to own) all
trade secrets, Processes and designs and other intellectual property that it owned prior to entering
this Agreement, including any enhancements thereto (“Pre-Existing Intellectual Property”). Each
Party acknowledges the ownership of the other Party’s Pre-Existing Intellectual Property and
agrees that it will do nothing inconsistent with such ownership. Each Party agrees that nothing in
this Agreement shall give it any right, title or interest in the other Party’s Pre-Existing Intellectual
Property, other than the rights set forth in this Agreement. The Reliability Coordinator’s
Pre-Existing Intellectual Property shall include the Reliability Coordinator Retained Rights set
forth in Section 6.3. LG&E/KU’s Pre-Existing Intellectual Property shall include LG&E/KU
Retained Rights set forth in Section 6.4.

6.1.1 Exclusion. Nothing in this Agreement shall prevent either Party from
using general techniques, ideas, concepts and know-how gained by its employees during
the performance of its obligations under this Agreement in the furtherance of its normal
business, to the extent that it does not result in disclosure of the other Party’s Data or any
data generated from the other Party’s Data or other Confidential Information or an
infringement by LG&E/KU or the Reliability Coordinator of any intellectual property
right. For the avoidance of doubt, the use by a Party of such general techniques, ideas,
concepts and know-how gained by its employees during the performance of its obligations
under this Agreement shall not be deemed to be an infringement of the other Party’s
intellectual property rights so long as such matters are retained in the unaided memories of
such employees and any Confidential Information is treated in accordance with the
provisions of Section 10.
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6.2 Jointly-Owned Intellectual Property. Except for the Data described in Section 5.1,
all deliverables, whether software or otherwise, to the extent originated and prepared by the
Reliability Coordinator exclusively in connection with the performance of its obligations under
this Agreement shall be, upon payment of all amounts that may be due from LG&E/KU to the
Reliability Coordinator, jointly owned by LG&E/KU and Reliability Coordinator
(“Jointly-Owned Intellectual Property”). Each Party shall have the right to use the Jointly-Owned
Intellectual Property without any right or duty or accounting to the other Party, except as provided
in this Section 6.2. Upon the Reliability Coordinator using, transferring or licensing
Jointly-Owned Intellectual Property for or to a third party, the Reliability Coordinator shall
reimburse LG&E/KU in an equitable manner as determined by the Parties in good faith for the
actual amounts paid by LG&E/KU to the Reliability Coordinator that relate to such Jointly-
Owned Intellectual Property. Except as stated in the foregoing sentence, the Reliability
Coordinator shall have no other obligation to account to LG&E/KU for any such use, transfer,
license, disclosure, copying, modifying or enhancing of the Jointly-Owned Intellectual Property.
Notwithstanding anything herein to the contrary, LG&E/KU may use the Jointly-Owned
Intellectual Property for its internal business purposes, including licensing or transferring its
interests therein to a third party for purposes of operating or performing functions in connection
with LG&E/KU’s transmission business.

6.3 Reliability Coordinator Retained Rights. The Reliability Coordinator shall retain all right,
title and interest in its proprietary know-how, concepts, techniques, processes, materials and
information that were or are developed entirely independently of this Agreement (“Reliability
Coordinator Retained Rights), whether or not such Reliability Coordinator Retained Rights are
embodied in a deliverable, whether software or otherwise originated and prepared by the
Reliability Coordinator in connection with the performance of its obligations under this
Agreement. With respect to the Reliability Coordinator Retained Rights embodied in any
deliverable, whether software or otherwise originated and prepared by the Reliability Coordinator
in connection with the performance of its obligations under this Agreement, LG&E/KU is hereby
granted a nonexclusive, perpetual, worldwide, royalty-free, fully paid-up license under such
Reliability Coordinator Retained Rights to use such deliverable for LG&E/KU’s internal business
purposes only, including licensing or transferring its interests therein to an Affiliate of LG&E/KU
or a third party for purposes of operating or performing functions in connection with LG&E/KU’s
transmission business.

6.4 LG&E/KU Retained Rights. LG&E/KU shall retain all right, title and interest in its
proprietary know-how, concepts, techniques, processes, materials and information that were or are
developed entirely independently of this Agreement (“LG&E/KU Retained Rights”), whether or
not such LG&E/KU Retained Rights are embodied in a deliverable, whether software or otherwise
originated and prepared by LG&E/KU in connection with the performance of its obligations under
this Agreement. With respect to LG&E/KU Retained Rights embodied in any software or
otherwise originated and prepared by LG&E/KU in connection with the performance of its
obligations under this Agreement, the Reliability Coordinator is hereby granted a nonexclusive,
worldwide, royalty-free, fully paid-up license under such LG&E/KU Retained Rights to use such
deliverable for the Reliability Coordinator’s performance of its obligations under this Agreement
only; provided that LG&E/KU shall not be liable in any way for the use of or reliance on such
Reliability Coordinator Retained Rights by the Reliability Coordinator’s Affiliate or third party for
any purpose whatsoever.
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6.5 Reliability Coordinator Non-Infringement; Indemnification. The Reliability Coordinator
warrants to LG&E/KU that all Reliability Coordinator’s Data and Processes, Reliability
Coordinator Pre-Existing Intellectual Property, Reliability Coordinator Retained Rights, and
deliverables prepared, produced or first developed by the Reliability Coordinator in connection
with the performance of its obligations under this Agreement shall not infringe on any third party
patent, copyright, trade secret or other third party proprietary rights. The Reliability Coordinator
shall defend, hold harmless and indemnify LG&E/KU and its Affiliates and their respective
employees, officers, directors, principals, owners, partners, shareholders, agents, representatives,
consultants, and subcontractors (collectively, “LG&E/KU Representatives”) from and against all
claims, lawsuits, penalties, awards, judgments, court arbitration costs, attorneys’ fees, and other
reasonable out-of-pocket costs incurred in connection with such claims or lawsuits based upon the
actual or alleged infringement of any of the foregoing rights; provided that LG&E/KU gives
prompt written notice of any such claim or action to the Reliability Coordinator, permits the
Reliability Coordinator to control the defense of any such claim or action with counsel of its
choice, and cooperates with the Reliability Coordinator in the defense thereof; and further
provided that such claim or action is not based on any alteration, modification or combination of
the deliverable with any item, information or process not provided by the Reliability Coordinator,
where there would be no infringement in the absence of such alteration, modification or
combination. If any infringement action results in a final injunction against LG&E/KU or the
LG&E/KU Representatives with respect to Reliability Coordinator’s Data and Processes,
Reliability Coordinator Pre-Existing Intellectual Property, Reliability Coordinator Retained
Rights or deliverables prepared, produced or first developed by the Reliability Coordinator in
connection with the performance of its obligations under this Agreement or in the event the use of
such matters or any part thereof, is, in such lawsuit, held to constitute infringement, the Reliability
Coordinator agrees that it shall, at its option and sole expense, either (a) procure for LG&E/KU or
the LG&E/KU Representatives the right to continue using the infringing matter, or (b) replace the
infringing matter with non-infringing items of equivalent functionality or modify the same so that
it becomes non-infringing and retains its full functionality. If the Reliability Coordinator is unable
to accomplish (a) or (b) above, the Reliability Coordinator shall reimburse LG&E/KU for all costs
and fees paid by LG&E/KU to the Reliability Coordinator for the infringing matter. The above
constitutes the Reliability Coordinator’s complete liability for claims of infringement relating to
any the Reliability Coordinator’s Data and Processes, Reliability Coordinator Pre-Existing
Intellectual Property, Reliability Coordinator Retained Rights, and deliverables prepared,
produced or first developed by the Reliability Coordinator in connection with the performance of
its obligations under this Agreement.

6.6 LG&E/KU Non-Infringement; Indemnification. LG&E/KU warrants to the Reliability
Coordinator that, to its knowledge, all LG&E/KU’s Data (except for Data created by the
Reliability Coordinator on behalf of LG&E/KU) and Processes, LG&E/KU Pre-Existing
Intellectual Property, and LG&E/KU Retained Rights shall not infringe on any third party patent,
copyright, trade secret or other third party proprietary rights. LG&E/KU shall defend, hold
harmless and indemnify the Reliability Coordinator and its Affiliates and their respective
employees, officers, directors, principals, owners, partners, shareholders, agents, representatives,
consultants, and subcontractors against all claims, lawsuits, penalties, awards, judgments, court
costs, and arbitration costs, attorneys’ fees, and other reasonable out-of-pocket costs incurred in
connection with such claims or lawsuits based upon the actual or alleged infringement of any of
the foregoing rights; provided that the Reliability Coordinator gives prompt written notice of any
such claim or action to LG&E/KU, permits LG&E/KU to control the defense of any such claim or
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action with counsel of its choice, and cooperates with LG&E/KU in the defense thereof; and
further provided that such claim or action is not based on any alteration, modification or
combination of the deliverable with any item, information or process not provided by LG&E/KU
to the Reliability Coordinator, where there would be no infringement in the absence of such
alteration, modification or combination. The above constitutes LG&E/KU’s complete liability for
claims of infringement relating to any of the LG&E/KU’s Data and Processes, LG&E/KU
Pre-Existing Intellectual Property, and LG&E/KU Retained Rights.

Section 7 - Indemnification.

7.1 Indemnification by the Parties. Each Party (“Indemnifying Party”) shall
indemnify, release, defend, reimburse and hold harmless the other Party and its Affiliates, and
their respective directors, officers, employees, principals, representatives and agents (collectively,
the “Indemnified Parties™) from and against any and all claims, demands, liabilities, losses, causes
of action, awards, fines, penalties, litigation, administrative proceedings and investigations, costs
and expenses, and attorney fees (each, an “Indemnifiable L0ss™) asserted against or incurred by
any of the Indemnified Parties arising out of, resulting from or based upon (a) a breach by the
Indemnifying Party of its obligations under this Agreement, (b) claims of bodily injury or death of
any person or damage to real and/or tangible personal property caused by the negligence or willful
misconduct of the Indemnifying Party and its Affiliates and their respective directors, officers,
employees, principals, representatives, agents or contractors during the Term, or (c) the acts or
omissions of the Indemnifying Party and its Affiliates and their respective directors, officers,
employees, principals, representatives, agents or contractors during the Term.

7.2 No Consequential Damages. Neither Party shall be liable to the other Party under this
Agreement (by way of indemnification, damages or otherwise) for any indirect, incidental,
exemplary, punitive, special or consequential damages, except in the case of gross negligence or
willful misconduct.

7.3  Cooperation Regarding Claims. If an Indemnified Party receives notice or has knowledge
of any Indemnifiable Loss that may result in a claim for indemnification by such Indemnified Party
against an Indemnifying Party pursuant to this Section 7, such Indemnified Party shall as promptly
as possible give the Indemnifying Party notice of such Indemnifiable Loss, including a reasonably
detailed description of the facts and circumstances relating to such Indemnifiable Loss, a complete
copy of all notices, pleadings and other papers related thereto, and in reasonable detail the basis for
its claim for indemnification with respect thereto. Failure to promptly give such notice or to
provide such information and documents shall not relieve the Indemnifying Party from the
obligation hereunder to respond to or defend the Indemnified Party against such Indemnifiable
Loss unless such failure shall materially diminish the ability of the Indemnifying Party to respond
to or to defend the Indemnified Party against such Indemnifiable Loss. The Indemnifying Party,
upon its acknowledgment in writing of its obligation to indemnify the Indemnified Party in
accordance with this Section 7, shall be entitled to assume the defense or to represent the interest of
the Indemnified Party with respect to such Indemnifiable Loss, which shall include the right to
select and direct legal counsel and other consultants, appear in proceedings on behalf of such
Indemnified Party and to propose, accept or reject offers of settlement, all at its sole cost. If and to
the extent that any such settlement is reasonably likely to involve injunctive, equitable or
prospective relief or materially and adversely affect the Indemnified Party’s business or operations
other than as a result of money damages or other money payments, then such settlement will be
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subject to the reasonable approval of the Indemnified Party. Nothing herein shall prevent an
Indemnified Party from retaining its own legal counsel and other consultants and participating in
its own defense at its own cost and expense.

Section 8 - Contract Managers; Dispute Resolution.

8.1 LG&E/KU Contract Manager. LG&E/KU shall appoint an individual (the
“LG&E/KU Contract Manager™) who shall serve as the primary LG&E/KU representative under
this Agreement. The LG&E/KU Contract Manager shall (a) have overall responsibility for
managing and coordinating the performance of LG&E/KU’s obligations under this Agreement,
and (b) be authorized to act for and on behalf of LG&E/KU with respect to all matters relating to
this Agreement. Notwithstanding the foregoing, the LG&E/KU Contract Manager may, upon prior
written notice to the Reliability Coordinator, delegate such of his or her responsibilities to other
LG&E/KU employees, as the LG&E/KU Contract Manager deems appropriate. LG&E/KU may,
upon prior written notice to the Reliability Coordinator, change the LG&E/KU Contract Manager.

8.2 Reliability Coordinator Contract Manager. The Reliability Coordinator shall appoint,
among the Key Personnel identified in Attachment C, an individual (the “Reliability Coordinator
Contract Manager”) who shall serve as the primary Reliability Coordinator representative under
this Agreement. The Reliability Coordinator Contract Manager shall (a) have overall
responsibility for managing and coordinating the performance of the Reliability Coordinator’s
obligations under this Agreement, and (b) be authorized to act for and on behalf of the Reliability
Coordinator with respect to all matters relating to this Agreement. Notwithstanding the foregoing,
the Reliability Coordinator Contract Manager may, upon prior written notice to LG&E/KU,
delegate such of his or her responsibilities to other Key Personnel, as the Reliability Coordinator
Contract Manager deems appropriate. The Reliability Coordinator may, upon prior written notice
to LG&E/KU, change the Reliability Coordinator Contract Manager. For the avoidance of doubt,
LG&E/KU shall not have an approval or consent right with respect to the selection of the
Reliability Coordinator Contract Manager.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties arising out
of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance with the
procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall not apply to
Disputes arising from or relating to (a) the amount of compensation to be paid by LG&E/KU
pursuant to the last sentence of Section 3.1, which shall be resolved pursuant thereto, or (b)
confidentiality or intellectual property rights (in which case either Party shall be free to seek
available legal or equitable remedies).

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other
party of any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be referred to
the LG&E/KU Contract Manager and the Reliability Coordinator Contract Manager, who
shall negotiate in good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the Dispute is
not resolved within fifteen (15) days of being referred to the LG&E/KU Contract Manager
and the Reliability Coordinator Contract Manager pursuant to Section 8.3.2, then each

Party shall have five (5) days to appoint an executive management representative who shall
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negotiate in good faith to resolve the Dispute.

8.34 Exercise of Remedies at Law or in Equity. If the Parties’ executive management
representatives are unable to resolve the Dispute within thirty (30) days of their
appointment, then each Party shall be free to pursue any remedies available to it and to take
any action in law or equity that it believes necessary or convenient in order to enforce its
rights or cause to be fulfilled any of the obligations or agreements of the other Party.

8.4 LG&E/KU Rights Under FPA Unaffected. Nothing in this Agreement is intended
to limit or abridge any rights that LG&E/KU may have to file or make application before FERC
under Section 205 of the FPA to revise any rates, terms or conditions of the OATT or any other
FPA jurisdictional agreement.

8.5  Reliability Coordinator Rights Under the TVA Act and FPA Unaffected. Nothing in this
Agreement is intended to limit or abridge any rights that the Reliability Coordinator may have
under the TVA Act or the FPA, nor to require the Reliability Coordinator to violate the area
limitations set forth in the TVA Act.

8.6  Statute of Limitations; Continued Performance. The Parties agree to waive the applicable
statute of limitations during the period of time that the Parties are seeking to resolve a Dispute
pursuant to Sections 8.3.2 and 8.3.3, and the statute of limitations shall be tolled for such period.
The Parties shall continue to perform their obligations under this Agreement during the resolution

of a Dispute.
Section 9 - Insurance.
9.1 Requirements. The Reliability Coordinator shall provide and maintain during the

Term insurance coverage in the form and with minimum limits of liability as specified below,
unless otherwise agreed to by the Parties.

9.1.1 Worker’s compensation insurance in accordance with the Federal
Employees Compensation Act (FECA).

9.1.2  Commercial general liability or equivalent insurance with a combined single
limit of not less than $1,000,000 per occurrence. Such insurance shall include
products/completed operations liability, owners protective, blanket contractual liability,
personal injury liability and broad form property damage.

9.2 Insurance Matters. All insurance coverages required pursuant to Section 9.1 shall
(a) be provided by insurance companies that have a Best Rating of A or higher, (b) provide that
LG&E/KU is an additional insured (other than the workers’ compensation insurance), (c) provide
that LG&E/KU will receive at least thirty (30) days written notice from the insurer prior to the
cancellation or termination of or any material change in any such insurance coverages, and (d)
include waivers of any right of subrogation of the insurers thereunder against LG&E/KU.
Certificates of insurance evidencing that the insurance required by Section 9.1 is in force shall be
delivered by the Reliability Coordinator to LG&E/KU prior to the Effective Date.

9.3  Compliance. The Reliability Coordinator shall not commence performance of any
Functions until all of the insurance required pursuant to Section 9.1 is in force, and the necessary
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documents have been received by LG&E/KU pursuant to Section 9.2. Compliance with the
insurance provisions in Section 9 is expressly made a condition precedent to the obligation of
LG&E/KU to make payment for any Functions performed by the Reliability Coordinator under
this Agreement. The minimum insurance requirements set forth above shall not vary, limit or
waive the Reliability Coordinator’s legal or contractual responsibilities or liabilities under this
Agreement.

Section 10 - Confidentiality.

10.1 Definition of Confidential Information. For purposes of this Agreement,
“Confidential Information” shall mean, in respect of each Party, all activities by such Party and
information and documentation of such Party, whether disclosed to or accessed by the other Party,
in each case, in connection with this Agreement; provided, however, that the term “Confidential
Information” shall not include information that: (a) is independently developed by the recipient, as
demonstrated by the recipient’s written records, without violating the disclosing Party’s
proprietary rights; (b) is or becomes publicly known (other than through unauthorized disclosure);
(c) is disclosed by the owner of such information to a third party free of any obligation of
confidentiality; (d) is already known by the recipient at the time of disclosure, as demonstrated by
the recipient’s written records, and the recipient has no obligation of confidentiality other than
pursuant to this Agreement or any confidentiality agreements between the Parties entered into
before the Effective Date; or (e) is rightfully received by a Party free of any obligation of
confidentiality.

10.2  Protection of Confidential Information. All Confidential Information shall be held in
confidence by the recipient to the same extent and in at least the same manner as the recipient
protects its own confidential information, and such Confidential Information shall be used only for
purposes of performing obligations under this Agreement. Except as otherwise provided in Section
10.4, neither Party shall disclose, publish, release, transfer or otherwise make available
Confidential Information of, or obtained from, the other Party in any form to, or for the use or
benefit of, any person or entity without the disclosing Party’s prior written consent. Each Party
shall be permitted to disclose relevant aspects of the other Party’s Confidential Information to its
officers, directors, agents, professional advisors, contractors, subcontractors and employees and to
the officers, directors, agents, professional advisors, contractors, subcontractors and employees of
its Affiliates, to the extent that such disclosure is reasonably necessary for the performance of its
duties and obligations or the determination, preservation or exercise of its rights and remedies
under this Agreement; provided, however, that the recipient shall take all reasonable measures to
ensure that Confidential Information of the disclosing Party is not disclosed or duplicated in
contravention of the provisions of this Agreement by such officers, directors, agents, professional
advisors, contractors, subcontractors and employees. The obligations in this Section 10 shall not
restrict any disclosure pursuant to any local, state or federal governmental agency or authority if
such release is necessary to comply with applicable laws, governmental regulations or orders of
regulatory bodies or courts; provided that, other than in respect of disclosures pursuant to Section
10.4, the recipient shall give prompt notice to the disclosing Party in reasonable time to exercise
whatever legal rights the disclosing Party may have to prevent or limit such disclosure. Further, the
recipient shall cooperate with the disclosing Party in preventing or limiting such disclosure.

10.3 NERC Data Confidentiality Agreement. In addition to, and not in limitation of, the
confidentiality restrictions in Section 10.2, each Party shall sign the NERC Data Confidentiality
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Agreement and shall treat all Confidential Information as transmission operations and
transmission system information pursuant to the NERC Data Confidentiality Agreement.

10.4 FERC Requests for Confidential Information. Notwithstanding anything in this
Agreement to the contrary, if FERC or its staff, during the course of an investigation or otherwise,
requests information from the Reliability Coordinator related to services provided by the
Reliability Coordinator to LG&E/KU that the Reliability Coordinator is otherwise required to
maintain in confidence pursuant to this Agreement, the Reliability Coordinator shall provide the
requested information to FERC or its staff within the time provided for in the request for
information. In providing such information to FERC or its staff, the Reliability Coordinator shall,
consistent with 18 C.F.R. § 388.112, request that the information be treated as confidential and
non-public by FERC and its staff and that the information be withheld from public disclosure. The
Reliability Coordinator shall notify LG&E/KU when it is notified by FERC or its staff that a
request for public disclosure of, or decision to publicly disclose, confidential information has been
received, at which time either the Reliability Coordinator or LG&E/KU may respond before such
information is made public, pursuant to 18 C.F.R. § 388.112.

Section 11 - Force Majeure.

111 Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to causes beyond such Party’s reasonable control, which by the
exercise of reasonable due diligence such Party is unable, in whole or in part, to prevent or
overcome (a “Force Majeure”), including acts of God, act of the public enemy, fire, explosion,
vandalism, cable cut, storm or other catastrophes, weather impediments, national emergency,
insurrections, riots, wars or any law, order, regulation, direction, action or request of any
government or authority or instrumentality thereof. Neither Party shall be considered in default as
to any obligation under this Agreement if prevented from fulfilling the obligation due to an event
of Force Majeure, except for the obligation to pay any amount when due, provided that the affected
Party:

1111 gives notice to the other Party of the event or circumstance giving rise to
the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its
obligations hereunder as soon as reasonably practicable, provided that the affected Party
shall not be obligated to take any steps that are not otherwise in accordance with Good
Utility Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations hereunder.
Section 12 - Reporting; Audit.
12.1 Reporting. The Reliability Coordinator shall make regular reports to FERC and

LG&E/KU’s retail regulators as may be required by applicable law and regulations or as may be
requested by such authorities.
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12.2 Books and Records. The Reliability Coordinator shall maintain full and accurate books
and records pertinent to this Agreement, and the Reliability Coordinator shall maintain such books
and records for three (3) years following the expiration or early termination of this Agreement or
longer if necessary to resolve a pending Dispute. LG&E/KU will have the right, at reasonable
times and under reasonable conditions, to inspect and audit, or have an independent third party
inspect and audit, the Reliability Coordinator’s operations and books to (a) ensure compliance
with this Agreement, (b) verify any cost claims or other amounts due hereunder, and (c) validate
the Reliability Coordinator’s internal controls with respect to the performance of the Functions.
The Reliability Coordinator shall maintain an audit trail, including all original transaction records,
of all financial and non-financial transactions resulting from or arising in connection with this
Agreement as may be necessary to enable LG&E/KU or the independent third party, as applicable,
to perform the foregoing activities. LG&E/KU shall be responsible for any costs and expenses
incurred in connection with any such inspection or audit, unless such inspection or audit discovers
that LG&E/KU was charged inappropriate or incorrect costs and expenses, in which case, the
Reliability Coordinator shall be responsible for a percentage of the costs and expenses incurred in
connection with such inspection or audit equal to the percentage variance by which LG&E/KU
was charged inappropriate or incorrect costs and expenses. The Reliability Coordinator shall
provide reasonable assistance necessary to enable LG&E/KU or an independent third party, as
applicable, and shall not be entitled to charge LG&E/KU for any such assistance. Amounts
incorrectly or inappropriately invoiced by the Reliability Coordinator to LG&E/KU, whether
discovered prior to or subsequent to payment by LG&E/KU, shall be adjusted or reimbursed to
LG&E/KU by the Reliability Coordinator within twenty (20) days of notification by LG&E/KU to
the Reliability Coordinator of the error in the invoice.

12.3  Regulatory Compliance. The Reliability Coordinator shall comply with all reasonable
requests by LG&E/KU to comply with Section 404 of the Sarbanes-Oxley Act and related
regulatory requirements. LG&E/KU may hire, at its expense, or LG&E/KU may direct the
Reliability Coordinator to hire, at LG&E/KU expense, an independent auditor to review, audit and
prepare audit reports associated with the Reliability Coordinator’s controls and systems relating to
the Functions and LG&E/KU?’s financial statements and reports, in accordance with SAS No. 70,
Type I1. Such reports may not be required more frequently than twice per Contract Year. The
Reliability Coordinator shall notify LG&E/KU prior to or at the time of any significant or material
change to any internal process or financial control of the Reliability Coordinator that would or
might impact the Functions performed for or on behalf of LG&E/KU or that would, or might, have
a significant or material effect on such process’s mitigation of risk or upon the integrity of
LG&E/KU’s financial reporting or disclosures and provide sufficient details of the change so as to
enable LG&E/KU and/or its independent auditors to review the change and evaluate its impact on
its internal controls and financial reporting. The Reliability Coordinator shall cooperate with the
independent auditors and LG&E/KU to enable the preparation of the reports necessary to comply
with Section 404 of the Sarbanes-Oxley Act, consistent with the other provisions of this
Agreement.

Section 13 - Independent Contractor.

The Reliability Coordinator shall be and remain during the Term an independent contractor with
respect to LG&E/KU, and nothing contained in this Agreement shall be (a) construed as
inconsistent with that status, or (b) deemed or construed to create the relationship of principal and
agent or employer and employee, between the Reliability Coordinator and LG&E/KU or to make
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either the Reliability Coordinator or LG&E/KU partners, joint ventures, principals, fiduciaries,
agents or employees of the other Party for any purpose. Neither Party shall represent itself to be an
agent, partner or representative of the other Party. Neither Party shall commit or bind, nor be
authorized to commit or bind, the other Party in any manner, without such other Party’s prior
written consent. Personnel employed, provided or used by any Party in connection herewith will
not be employees of the other Party in any respect. Each Party shall have full responsibility for the
actions or omissions of its employees and shall be responsible for their supervision, direction and
control.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on its net
income, employment taxes of its employees, taxes on any property it owns or leases, and sales,
use, gross receipts, excise, value-added or other transaction taxes.

Section 15 - Notices.

15.1 Notices. Except as otherwise specified herein, any notice required or authorized
by this Agreement shall be deemed properly given to a Party when sent to its designated
representative by facsimile or other electronic means (with a confirmation copy sent by United
States mail, first-class postage prepaid), by hand delivery, or by United States mail, first-class
postage prepaid. The Parties’ designated representatives are as follows:

If to LG&E/KU:

Louisville Gas and Electric Company
220 West Main St.

Louisville, Kentucky 40202
Facsimile: (502) 627-4002

And

Kentucky Utilities Company
220 West Main St.
Louisville, Kentucky 40202
Facsimile: (502) 627-4002

If to the Reliability Coordinator:

Tennessee Valley Authority

1101 Market Street, PCC 2A
Chattanooga, Tennessee 37402-2801
Facsimile: (423) 697-4120

15.2 Changes. Either Party may, from time to time, change the names, addresses,
facsimile numbers or other notice information set out in Section 15.1 by notice to the other Party in
accordance with the requirements of Section 15.1.

Section 16 - Key Personnel; Work Conditions.
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16.1 Key Personnel. All Key Personnel shall be properly certified and licensed, if

required by law, and be qualified and competent to perform the Functions. The Reliability
Coordinator shall provide LG&E/KU prior written notice of the replacement of any Key
Personnel.

16.2 Conduct of Key Personnel and Reporting. The Reliability Coordinator agrees to require
that the Key Personnel comply with the Reliability Coordinator’s employee code of conduct, a
current copy of which has been provided to LG&E/KU. The Reliability Coordinator may amend
its employee code of conduct at any time, provided that the Reliability Coordinator shall promptly
provide the LG&E/KU Contract Manager with a copy of the amended employee code of conduct.
If any Key Personnel commits fraud or engages in material violation of the Reliability
Coordinator’s employee code of conduct, the Reliability Coordinator shall promptly notify
LG&E/KU as provided above and promptly remove any such Key Personnel from the
performance of the Functions.

16.3 Personnel Screening. The Reliability Coordinator shall be responsible for conducting, in
accordance with applicable law (including the Fair Credit Reporting Act, The Fair and Accurate
Credit Transactions Act, and Title VII of the Civil Rights Act of 1964), adequate pre-deployment
screening of the Key Personnel prior to commencing performance of the Functions. By deploying
Key Personnel under this Agreement, the Reliability Coordinator represents that it has completed
the Screening Measures (as defined below) with respect to such Key Personnel. To the extent
permitted by applicable law, the term “Screening Measures” shall include, at a minimum, a
background check including: (a) a Terrorist Watch Database Search; (b) a Social Security Number
trace; (c) motor vehicle license and driving record check; and (d) a criminal history check,
including, a criminal record check for each county/city and state/country in the employee’s
residence history for the maximum number of years permitted by law, up to seven (7) years.
Unless prohibited by law, if, prior to or after assigning a Key Personnel to perform the Functions,
the Reliability Coordinator learns of any information that the Reliability Coordinator considers
would adversely affect such Key Personnel’s suitability for the performance of the Functions
(including based on information discovered from the Screening Measures), the Reliability
Coordinator shall not assign the Key Personnel to the Functions or, if already assigned, promptly
remove such Key Personnel from performing the Functions and immediately notify LG&E/KU of
such action.

16.4  Security. LG&E/KU shall have the option of barring from LG&E/KU’s property any Key
Personnel whom LG&E/KU determines is not suitable in accordance with the applicable laws
pursuant to Sections 16.1 through 16.3.

Section 17 - Miscellaneous Provisions.
17.1 Governing Law. This Agreement and the rights and obligations of the Parties

hereunder shall be governed by and construed in accordance with applicable state and federal laws,
without regard to the laws requiring the applicability of the laws of another jurisdiction.

17.2  Amendment. This Agreement shall not be varied or amended unless such variation or
amendment is agreed to by the Parties in writing.

17.3 Assignment. Neither Party shall sell, assign, or otherwise transfer any or all of its
respective rights hereunder, or delegate any or all of its respective obligations under this
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Agreement.

17.4 No Third Party Beneficiaries. Nothing in this Agreement is intended to confer any
benefits upon any person or entity not a Party to this Agreement. This Agreement is made solely
for the benefit of the Parties and nothing herein shall be construed as a stipulation for the benefit of
others, and no third party shall be entitled to enforce this Agreement against any Party hereto.

17.5 Waivers. No waiver of any provision of this Agreement shall be effective unless it is
signed by the Party against which it is sought to be enforced. The delay or failure by either Party to
exercise or enforce any of its rights under this Agreement shall not constitute or be deemed a
waiver of that Party’s right thereafter to enforce those rights, nor shall any single or partial exercise
of any such right preclude any other or further exercise thereof or the exercise of any other right.

17.6  Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of this
Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of the
remaining provisions of this Agreement. If any provision of this Agreement or the application
thereof to any person, entity or circumstance, is held by a court or regulatory authority of
competent jurisdiction to be invalid, void or unenforceable, or if a modification, condition or other
change to this Agreement is imposed by a court or regulatory authority of competent jurisdiction
which materially affects the benefits or obligations of the Parties, then the Parties shall in good
faith negotiate such amendment or amendments to this Agreement as will restore the relative
benefits and obligation of the Parties immediately prior to such holding, modification or condition.
If such negotiations are unsuccessful, then either Party may terminate this Agreement pursuant to
Section 4.5.1.

17.7 Representations and Warranties. Each Party represents and warrants to the other Party as
of the Execution Date and the Effective Date as follows:

17.7.1 Organization. It is duly organized, validly existing and in good standing
under the laws of the State in which it was organized or applicable Federal law, and has all
the requisite power and authority to own and operate its material assets and properties and
to carry on its business as now being conducted and as proposed to be conducted under this
Agreement.

17.7.2  Authority. It has the requisite power and authority to execute and deliver this
Agreement and, subject to the procurement of applicable regulatory approvals, to perform
its obligations under this Agreement. The execution and delivery of this Agreement by it
and the performance of its obligations under this Agreement have been duly authorized by
all necessary corporate action required on its part.

17.7.3 Binding Effect. Assuming the due authorization, execution and delivery of this
Agreement by the other Party, this Agreement constitutes its legal, valid and binding
obligation enforceable against it in accordance with its terms, except as the same may be
limited by bankruptcy, insolvency or other similar applicable laws affecting creditors’
rights generally, and by general principles of equity regardless of whether such principles
are considered in a proceeding at law or in equity.
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17.7.4 Requlatory Approval. It has obtained or will obtain by the Effective Date, any
and all approvals of, and acceptances for filing by, and has given or will give any notices
to, any applicable federal or state authority, that are required for it to execute, deliver, and
perform its obligations under this Agreement.

17.7.5 No Litigation. There are no actions at law, suits in equity, proceedings, or
claims pending or, to its knowledge, threatened against it before or by any federal, state,
foreign or local court, tribunal, or governmental agency or authority that might materially
delay, prevent, or hinder the performance by such entity of its obligations hereunder.

17.7.6  No Violation or Breach. The execution, delivery and performance by it of its
obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material
agreement to which it is a party.

17.8 Further Assurances. Each Party agrees that it shall execute and deliver such
further instruments, provide all information, and take or forbear such further acts and things as
may be reasonably required or useful to carry out the purpose of this Agreement and are not
inconsistent with the provisions of this Agreement.

17.9 Entire Agreement. This Agreement and the Attachments hereto set forth the entire
agreement between the Parties with respect to the subject matter hereof, and supersede all prior
agreements, whether oral or written, related to the subject matter of this Agreement, including that
certain Reliability Coordinator Agreement, dated as of January 10, 2006, between the Parties. The
terms of this Agreement and the Attachments hereto are controlling, and no parole or extrinsic
evidence, including to prior drafts and drafts exchanged with any third parties, shall be used to
vary, contradict or interpret the express terms, and conditions of this Agreement.

17.10 Good Faith Efforts. Each Party agrees that it shall in good faith take all reasonable actions
necessary to permit it and the other Party to fulfill their obligations under this Agreement. Where
the consent, agreement or approval of any Party must be obtained hereunder, such consent,
agreement or approval shall not be unreasonably withheld, delayed or conditioned. Where a Party
is required or permitted to act, or omit to act, based on its opinion or judgment, such opinion or
judgment shall not be unreasonably exercised. To the extent that the jurisdiction of any federal or
state authority applies to any part of this Agreement or the transactions or actions covered by this
Agreement, each Party shall cooperate with the other Party to secure any necessary or desirable
approval or acceptance of such authorities of such part of this Agreement or such transactions or
actions.

17.11 Time of the Essence. With respect to all duties, obligations and rights of the Parties, time
shall be of the essence in this Agreement.

17.12 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.12.1 all defined terms in the singular shall have the same meaning when used
in the plural and vice versa;
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17.12.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this
entire Agreement and not to any particular Section, Attachment or any other subdivision of
this Agreement;

17.12.3 references to “Section” or “Attachment” refer to this Agreement, unless
specified otherwise;

17.12.4 references to any law, statute, rule, regulation, notification or statutory
provision shall be construed as a reference to the same as it applies to this Agreement and
may have been, or may from time to time be, amended, modified or re-enacted;

17.12.5 references to “includes,” “including” and similar phrases shall mean
“including, without limitation;”

17.12.6 the captions, section numbers and headings in this Agreement are
included for convenience of reference only and shall not in any way affect the meaning or
interpretation of this Agreement;

17.12.7 “or” may not be mutually exclusive, and can be construed to mean “and”
where the context requires there to be a multiple rather than an alternative obligation; and

17.12.8 references to a particular entity include such entity’s successors and
assigns to the extent not prohibited by this Agreement.

17.12.9 any capitalized terms used in this Agreement, including the Appendices,
that are not defined in this Agreement or in the Appendices, shall have the meaning
established in the applicable NERC documentation.

17.13 Joint Effort. Preparation of this Agreement has been a joint effort of the Parties
and the resulting document shall not be construed more severely against one of the Parties than
against the other and no provision in this Agreement is to be interpreted for or against any Party
because that Party or its counsel drafted such provision. Each Party acknowledges that in
executing this Agreement its has relied solely on its own judgment, belief and knowledge, and
such advice as it may have received from its own counsel, and it has not been influenced by any
representation or statement made by the other Party or its counsel not contained in this Agreement.

17.14 Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed to be an original, but all of which together shall constitute one and the same
instrument, binding upon LG&E/KU and the Reliability Coordinator, notwithstanding that
LG&E/KU and the Reliability Coordinator may not have executed the same counterpart.

Section 18 - Confidential Critical Infrastructure Information Protection. Notwithstanding
any other applicable confidentiality provisions in this RC Agreement including Section 10 above,
the following provisions of this Section 18 shall apply with respect to LG&E/KU’s Protected
Assets and Information. “LG&E/KU’s Protected Assets and Information” is defined as: (i)
LG&E/KU’s Critical Cyber Assets, (ii) LG&E/KU’s Cyber Assets used in access control and
monitoring of Company's Electronic Security Perimeter(s), (iii) LG&E/KU’s Cyber Assets that
authorize or log access to LG&E/KU’s Physical Security Perimeter(s) or (iv) any information
relating to LG&E/KU’s Critical Cyber Assets, including, without limitation, operational
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procedures, Critical Asset lists, Critical Cyber Asset lists, network topology or similar diagrams,
floor plans of computer centers that contain Critical Cyber Assets, equipment layouts of Critical
Cyber Assets, disaster recovery plans, incident response plans, security configuration information,
and any other confidential information relating to the reliability or operability of the Bulk Electric
System and information generated or otherwise developed by the Reliability Coordinator in
connection with its performance of the Reliability Coordinator functions that constitute or are
otherwise related to LG&E/KU’s Protected Assets and Information (collectively, “Confidential
Critical Infrastructure Information”). The Reliability Coordinator shall not disclose any
Confidential Critical Infrastructure Information (which will be clearly marked or otherwise
identified by LG&E/KU as Confidential Critical Infrastructure Information) to any person or
entity, except strictly on a need-to-know basis, and shall take all necessary actions to protect the
Confidential Critical Infrastructure Information, including, without limitation, ensuring that
appropriate electronic and/or password access controls are in place if such Confidential Critical
Infrastructure Information is stored on shared drives or systems, encrypting all such information
stored on laptops or removable media (such as a USB drive), and maintaining any such hard copy
information in a secure, locked storage container and not permitting any unauthorized individual
to view, handle or possess such information. The Reliability Coordinator shall provide to
LG&E/KU a list of all the Reliability Coordinator employees, subcontractors or other persons
associated with the Reliability Coordinator with access to any Confidential Critical Infrastructure
Information when and as requested by LG&E/KU. The Reliability Coordinator will provide
notification by contacting the LG&E/KU’s NERC Compliance representative identified below
immediately upon becoming aware that it has disclosed any Confidential Critical Infrastructure
Information in violation of this Section 18. The Reliability Coordinator shall ensure that each
recipient of any Confidential Critical Infrastructure Information understands and complies with
the requirements to protect Confidential Critical Infrastructure Information from inappropriate
disclosure as set forth in this Section 18. Notwithstanding anything to the contrary in the Contract,
with respect to any Confidential Critical Infrastructure Information, the restrictions set forth in this
Section 18 shall remain in effect indefinitely from the date such Confidential Critical
Infrastructure Information was first disclosed to or obtained or discovered by the Reliability
Coordinator. The Reliability Coordinator shall, upon request and as directed by LG&E/KU,
promptly return to LG&E/KU, or otherwise properly dispose of, any and all Confidential Critical
Infrastructure Information that is in the possession of the Reliability Coordinator or any of its
employees or subcontractors.
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The parties have caused this Reliability Coordinator Agreement to be executed by their duly
authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY

/s/ Tom Jessee

Name: Tom Jessee

Title: Vice President, Transmission
Date: 8/25/14

KENTUCKY UTILITIES COMPANY

/s/ Tom Jessee

Name: Tom Jessee
Title: Vice President, Transmission
Date: 8/25/14

TENNESSEE VALLEY AUTHORITY

/sl Timothy E. Ponseti

Name: Timothy E. Ponseti
Title: Vice President, Transmission Operations & Power Supply
Date: 8-25-2014
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ATTACHMENT A
TO THE RELIABILITY COORDINATOR AGREEMENT

DESCRIPTION OF THE PRIMARY FUNCTIONS

The Reliability Coordinator is responsible for bulk transmission reliability and power supply
reliability functions. Bulk transmission reliability functions include reliability analysis, loading
relief procedures, re-dispatch of generation and ordering curtailment of transactions and/or load.
Power supply reliability functions include monitoring Balancing Authority Area performance and
ordering the Balancing Authority to take actions, including load curtailment and
increasing/decreasing generation in situations where an imbalance between generation and load
places the system in jeopardy. The procedures to be followed by the Reliability Coordinator shall
be consistent with those of NERC and are spelled out in the NERC Approved Reliability Plan for
the TVA Reliability Coordination Area and TVA Standard Procedures and Policies.

l. Reliability Coordinator General Functions:

The Reliability Coordinator shall perform the following functions:

a)

b)

d)

e)

9)

Serving as NERC designated reliability coordinator and represent the TVA
Reliability Area at the NERC and Regional Reliability Council level.

Implementing applicable NERC and regional reliability criteria initiatives, such as
maintaining a connection to NERC’s Interregional Security Network (“ISN”),
day-ahead load-flow analysis, transmission loading relief procedures, and
information exchange.

Developing and coordinating with the Reliability Coordination Advisory
Committee (“RCAC”) new Reliability Coordinator Procedures and revisions to
existing Reliability Coordinator Procedures.

Exchanging timely, accurate, and relevant Transmission System information with
LG&E/KU, the ITO, and with other reliability coordinators.

Developing and maintaining system models and tools needed to perform analysis
needed to develop operational plans.

Coordinating with neighboring reliability coordinators and other operating entities
as appropriate to ensure regional reliability.

All other reliability coordinator functions as required for compliance with
applicable NERC Reliability Standards and Regional Reliability Council
standards, as the same may be amended or modified from time to time.

1. Real-time Operations:

A.

Reliability Coordinator Functions:

The Reliability Coordinator shall perform the following functions:
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b)

d)

Monitoring, analyzing, and coordinating the reliability of LG&E/KU’s facilities
and interfaces with other Balancing Authorities, Transmission Operators, and other
reliability coordinators.

Performing analyses to develop an evaluation of system conditions. LG&E/KU
will provide necessary information (e.g., outages and transactions) and
Transmission System conditions, as applicable, to the Reliability Coordinator in
accordance with applicable NERC Reliability Standards. The results of these
analyses will be provided to LG&E/KU and neighboring reliability coordinators in
accordance with applicable NERC Standards and Regional Reliability Council
Standards.

Determining, directing, and documenting appropriate actions to be taken by
LG&E/KU, the ITO and Reliability Coordinator in accordance with the NERC
Reliability Standards, including curtailment of transmission service or energy
schedules, re-dispatch of generation and load shedding as necessary to alleviate
facility overloads and abnormal voltage conditions, and other circumstances that
affect interregional bulk power reliability.

Coordinating transmission loading relief and voltage correction actions with
LG&E/KU and with other reliability coordinators.

LG&E/KU Responsibilities:

LG&E/KU shall have the following responsibilities:

a)

b)

c)

d)

Ensuring appropriate telemetry and providing Reliability Coordinator real-time
operational information for monitoring.

Receiving from the Reliability Coordinator all reliability alerts for TVA Reliability
Area and neighboring reliability coordinators.

Following Reliability Coordinator directives for corrective actions (e.g.,
curtailments or load shedding) during system emergencies or to implement TLR
procedures.

Receiving from Reliability Coordinator all notices regarding Transmission System
limitations or other reliability issues, as appropriate.

Forward Operations:

A.

Reliability Coordinator Functions:

The Reliability Coordinator shall perform the following functions:

Performing analyses and develop an evaluation of the expected next-day
Transmission System operations. The results of these analyses shall be provided to
LG&E/KU, the ITO and neighboring reliability coordinators in accordance with
applicable NERC Reliability Standards and Regional Reliability Council
Standards.
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b)

d)

Performing analysis of planned transmission and generation outages and
coordination of outages with NERC, participants in reliability coordination
agreements, and other reliability coordinators as appropriate and as required by
NERC. This entails analysis and coordination of planned outages which are beyond
next day and intra-day outages.

Analyzing and approving all planned maintenance schedules on facilities 100kV
and above and planned maintenance of generation facilities submitted by
LG&E/KU in conjunction with other work on the regional transmission grid to
determine the impact of LG&E/KU’s planned maintenance schedule on the
reliability of the facilities under TVA's purview as Reliability Coordinator, and the
purview of neighboring reliability coordinators, and any other relevant effects; and
coordinate impacts on available transfer capability with the ITO.

Coordinating, as required by either NERC or other agreements, planned
maintenance schedules with all adjacent reliability coordination areas and/or
Balancing Authority Areas and Transmission Providers; as well as the ITO.

LG&E/KU Responsibilities:

LG&E/KU shall have the following responsibilities:

a)

b)

9)

h)

Providing generation-related information (e.g., outages and transactions) and
expected Transmission System conditions (e.g., transmission facility outages and
transactions), as applicable, to the Reliability Coordinator for the next-day
operation in accordance with applicable NERC Reliability Standards and Regional
Reliability Council standards.

Submitting facility ratings and operational data for all generators and transmission
facilities in the LG&E/KU footprint.

Coordinating with the ITO and submitting to the Reliability Coordinator generation
dispatch information for the LG&E/KU footprint and following Reliability
Coordinator directives regarding dispatch adjustments to mitigate congestion.

Submitting to the Reliability Coordinator generation operation plans and
commitments for reliability analysis.

Submitting to the Reliability Coordinator transmission maintenance plans for
reliability analysis.

Following Reliability Coordinator directives to revise transmission maintenance
plans as required to ensure grid reliability.

Receiving from Reliability Coordinator all notices regarding reliability analyses for
the TVA Reliability Area as well as neighboring reliability coordinators.

Representing LG&E/KU on the RCAC and in all RCAC deliberations.

Regional Congestion Management
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For the purposes of this section 1V, capitalized terms will have the definitions used in the
Congestion Management Process (“CMP”), unless otherwise noted in this section IV.

A.

d)

Reliability Coordinator Functions:

The following functions to be performed by the Reliability Coordinator shall be
performed in conjunction with the functions to be performed by the Independent
Transmission Operator under the Independent Transmission Organization
Agreement and will fully incorporate the LG&E/KU operations into the procedures
and protocols governing other facilities in the Reliability Coordinator’s Reliability
Area in accordance with the CMP:

Identifying Coordinated Flowgates and determination of flowgates requiring
Reciprocal Coordination (twice annually).

Performing Historic Firm Flow Calculations -- implement transmission service
reservation set and designated resources provided by LG&E/KU for established
freeze date; calculate historic firm flow values and ratios for all coordinated
flowgates on LG&E/KU’s system (bi-annually).

Developing reciprocal coordination agreements that establish how each Operating
Entity will consider its own flowgates as well as the usage of other Operating
Entities when it determines the amount of flowgate or constraint capacity
remaining. This process will include both operating horizon determination as well
as forward looking capacity allocation.

Implementing AFC Process -- determine AFC attribute requirements; obtain NNL
Impact Data; implement Allocation Calculation Process; implement AFC
calculation process.

The Reliability Coordinator will provide the ITO flowgate AFCs on an hourly basis
and flowgate allocations on a daily basis.

LG&E/KU Responsibilities:

LG&E/KU is obligated to uphold the terms and conditions of the CMP, and
providing the Reliability Coordinator with the information and support it needs in
order to carry out its duties as LG&E/KU 's Reliability Coordinator. LG&E/KU
shall have the following responsibilities. LG&E/KU will be responsible for
coordinating with the ITO and providing Transmission System data to the
Reliability Coordinator including, but not limited to:

Operating information:

(1) Transmission Service Reservations;

(i)  Load forecast requirements;

(iii)  Flowgates requirements;

(iv)  AFC data requirements;

(v) PSSE Models Requirements;

(vi)  Designated Network Resources requirements;
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b)

c)

d)

e)
f)

(vii)  Jointly owned units;

(viii) Dynamic schedules;

(ix)  NNL allocations requirements; and,
x) NNL Evaluator Requirements.

Projected operating information:

(i) Unit commitment/merit order;

(i) Firm purchase and sales (including grandfathered
agreements);

(iii)  Independent power producer information including current
operating level, projected operating levels, Scheduled
Outage start and end dates;

(iv)  Planned and actual operational start-up dates for any
permanently added, removed, or significantly altered
transmission segments; and

(V) Planned and actual start-up testing and operational start-up
dates for any permanently added, removed, or significantly
altered generation units.

ITO Responsibilities:

The ITO shall have the following responsibilities in support of the Congestion
Management Process (“CMP”):

Providing to the Reliability Coordinator all transmission facility plans and facility
upgrade schedules.

Providing to the Reliability Coordinator the status of all transmission service
requests and all new transmission service agreements.

Receiving from the Reliability Coordinator all flowgate AFCs on an hourly basis
and flowgate allocations on a daily basis.

Converting flowgate information provided by the Reliability Coordinator to ATC
values for posting on OASIS and for analyzing TSRs.

Implementing CMP business rules for AFC vs. ASTFC.

Honoring all AFC allocations and AFC over-rides from other CMP participants in
the evaluation and granting of transmission service.

V. Reliability Coordination

A.

Reliability Coordinator Functions:

The Reliability Coordinator will ensure a long-term (one year and beyond) plan is available for
adequate resources and transmission within the TVA Reliability Area. The Reliability Coordinator
will integrate the Annual Plan provided by the ITO with plans of other operating entities in the
Reliability Coordination Area and assess the plans to ensure those plans meet reliability standards.
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The Reliability Coordinator will advise the ITO of solutions to plans that do not meet those
standards. The Reliability Coordinator will then coordinate the Reliability Area Plan with those of
neighboring reliability coordinators and Planning Coordinators to ensure wide-area grid

reliability.

These functions include:

a)

b)

f)

a)

b)

Integrating the transmission and resource (demand and capacity) system models
provided by the ITO with those of other Reliability Coordinator Area operating
entities to ensure Transmission System reliability and resource adequacy.

Applying methodologies and tools to assess and analyze the Transmission
System’s expansion plans and the resource adequacy plans.

Collecting all information and data required for modeling and evaluation purposes.

Integrating and verifying that the respective plans of the Resource Planners and
Transmission Planners within the TVA Reliability Area meet reliability standards.

Coordinating the Reliability Coordinator Area plan with neighboring Reliability
Coordinators for review, as appropriate.

Integrating the Reliability Coordinator Area plan with neighboring Planning
Coordinators/reliability coordinators’ plans to provide a broad multi-regional bulk
system planning view.

LG&E/KU Responsibilities:

LG&E/KU shall have the following responsibilities:

Providing to the Reliability Coordinator demand and energy end-use customer
forecasts, capacity resources, and demand response programs.

Providing to the Reliability Coordinator generator unit performance characteristics
and capabilities.

Providing to Reliability Coordinator long-term capacity purchases and sales.
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ATTACHMENT B
DIVISION OF RESPONSIBILITIES FOR THE PLANNING FUNCTION
Overview

This Attachment B to the Reliability Coordinator Agreement is designed to provide a division of
responsibilities between LG&E/KU, the ITO and the Reliability Coordinator. Long-term
Transmission Planning for LG&E/KU’s footprint will be conducted as an iterative process as
follows: 1) LG&E/KU will develop the long-term Annual Transmission Plan (“Annual Plan”) and
submit the Annual Plan to the ITO for initial approval; 2) The ITO will review and conduct an
engineering assessment of the Annual Plan; and if it is approved, the ITO will submit the Annual
Plan to the Reliability Coordinator; 3) The Reliability Coordinator will conduct a regional
assessment of the Annual Plan, subject to the conditions below; 4) The Reliability Coordinator will
submit any changes based on its regional assessment to the 1TO for final review and approval. The
ITO will ensure that transmission planning on the Transmission Owner’s system is done on an
independent, non-discriminatory basis. This process is further detailed below.

1. Plan Development by LG&E/KU

LG&E/KU will be responsible for the following tasks:

1.1 System Models for Transmission Planning. LG&E/KU will develop and
maintain all transmission and resource (demand and capacity) system models, to
evaluate Transmission System performance and resource adequacy. As part of
these duties LG&E/KU is responsible for:

1.1.1 Creating the Base Case Model for the Transmission System. This Model
will include all existing long-term, firm uses of the Transmission System,
including: (i) Network Integration Transmission Service; (ii) firm
transmission service for LG&E/KU’s Native Load; (iii) Long-Term
Point-to-Point Transmission Service; and (iv) firm transmission service
provided in accordance with grandfathered agreements. The Base Case
Model will be developed pursuant to the modeling procedures used in
developing the NERC multi-regional and ReliabilityFirst regional models.

1.1.2 Providing the Base Case Model to the ITO for review and approval
according to the iterative process outlined in the overview to this
Attachment B.

1.1.3 Maintaining other transmission models including, but not limited to
steady-state, dynamic and short circuit models.

1.2 Assess, develop, and document Resource and Transmission Expansion plans.
LG&E/KU will assess, develop, and document Resource and Transmission
Expansion plans including the Annual Plan. These plans include the following
responsibilities:

1.2.1 Maintaining and apply methodologies and appropriate tools for the
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development, analysis and simulation of the Transmission System in the
assessment and development of transmission expansion plans and the
analysis and development of resource adequacy plans.

Developing a long-term (generally one year and beyond) plan for the
reliability (adequacy) of the Transmission System.

Defining system protection and control needs and requirements, including
special protection systems (remedial action schemes), to meet reliability
standards.

Developing and report, as appropriate, on the Annual Plan for assessment
and compliance with reliability standards.

Monitoring and report, as appropriate, its Annual Plan implementation.

Information. LG&E/KU will define, collect and develop information required for
planning purposes, including:

131

1.3.2

1.3.3

Transmission facility characteristics and ratings. Collect and maintain
specific transmission information regarding characteristics of transmission
facilities, lines, equipment, and methodologies, for determining the
appropriate thermal ratings of circuits and transformers, including
information on transmission line design temperature, voltage and stability
limits and other transformer test data.

Demand and energy end-use customer forecasts, capacity resources,
and demand response programs. Including:

i Load forecasts for all existing delivery points for the following ten
years, including transmission (wholesale and retail) connected
substations and distribution substations, and coincident and
noncoincident peak demands and power factor at each delivery
point;

i Plans for new delivery points for the following ten years;

iii. Resource plans for the following 10 years;

iv. Expectations for market access to on- and off-system generation
resources;

V. All planned on-system distributed generation resources; and

Vi. Information on all interruptible loads.

Generator unit performance characteristics and capabilities.

LG&E/KU shall provide the ITO with all necessary data, information, and

applicable requirements that govern the operation of any generating

facilities interconnected with the Transmission System, as the ITO may
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require for performance of its various functions. LG&E/KU shall submit
and coordinate generator unit schedules as necessary to permit the ITO to
assess transmission transfer capability and to permit the Reliability
Coordinator to assess transmission reliability. LG&E/KU shall submit, on
an annual basis, data concerning projected loads, designated network
resources, generation and transmission maintenance schedules, and other
such operating data as the ITO may require for performance its various
functions.

1.3.4 Long-term capacity purchases and sales. LG&E/KU will maintain a list
of all long-term capacity purchases and sales and include this information in
its model development and the Annual Plan.

2 ITO Review and Assessment

The ITO will be responsible for the following tasks:

2.1 Independently reviewing and approving LG&E/KU’s Planning Guidelines. If the
ITO concludes that additional explanatory detail is required, LG&E/KU will
modify the appropriate business practice documents to include the additional detail.
The ITO will ensure that the final versions of the Planning Criteria are posted on
OASIS;

2.2 Reviewing and approving LG&E/KU’s Base Case Model; reviewing, evaluating,
and commenting on the Annual Plan as developed by LG&E/KU. This review and
evaluation will be based on all applicable planning criteria and statewide or
multi-state transmission planning requirements;

2.3 Monitoring LG&E/KU’s transmission facility ratings based on access to data
necessary to evaluate such ratings;

2.4 Performing an Independent assessment of the Transmission System using the
Planning Guidelines and the Base Case Model. As part of this assessment, the ITO
will independently evaluate whether: (i) LG&E/KU’s Annual Plan complies with
the Planning Guidelines and the Base Case Model; and (ii) whether there are
upgrade projects in the Annual Plan that are not necessary to meet the Planning
Guidelines and the Base Case Model;

2.5  Holding a Transmission Planning Conference to gather input and consider the
planning process and LG&E/KU’s Annual Plan; and

2.6 Providing LG&E/KU with its conclusions regarding the reliability assessment and
evaluation of the Annual Plan, including any outstanding issues that the ITO
believes LG&E/KU should address. LG&E/KU will have the opportunity to review
the ITO’s conclusions and may submit a revised Annual Plan and supporting
documentation to the ITO to address any outstanding issues. Once the Annual Plan
has been finalized by LG&E/KU, the ITO will submit the Annual Plan to the
Reliability Coordinator for regional coordination.
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3 Regional Coordination

The Reliability Coordinator will be responsible for the following tasks:

3.1 Integrating and verifying that the respective plans for the regional area meet
reliability standards.

3.2 Identifying and reporting on potential Transmission System and resource adequacy
deficiencies in the regional area, and provide alternate plans that mitigate these
deficiencies.

3.3 Reviewing and reporting, as appropriate, on LG&E/KU’s Annual Plan for
assessment and compliance with reliability standards within their regional area.

3.4 Notifying impacted transmission entities within their regional area of any planned
transmission changes that may impact their facilities.

3.5  Submitting Annual Plan, including any changes based on the regional coordination,
to the ITO for final approval.

4 Final Review and Assessment

4.1  The ITO shall have final review and assessment of all plans. If the ITO cannot
approve a plan after regional coordination, then the ITO will return the plan to
LG&E/KU for further development as appropriate. The process for final approval
of any previously rejected plan will follow the same iterative process as outlined
above.

4.2  The ITO will post LG&E/KU’s finalized Annual Plan on OASIS.

5 Implementation of Plan and Construction of Upgrades

51 LG&E/KU is responsible for the implementation of the Annual Plan. LG&E/KU
will make a good faith effort to design, certify, and build facilities approved by the
ITO in the Annual Plan.

5.2 In the case where the Reliability Coordinator or the ITO does not agree with the

Annual Plan, nothing in this Attachment B shall prevent LG&E/KU from
constructing those facilities it deems necessary to reliably meet its obligation to
serve its Transmission Customers, point-to-point, Network Integration Service, and
Native Load Customers.
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ATTACHMENT C
TO THE RELIABILITY COORDINATOR AGREEMENT

LIST OF KEY PERSONNEL
TVA Reliability Coordination Services

August 2014

Reliability Authority & Regional Operations

Armando Rodriguez - Senior Manager, Reliability Authority & Regional Operations
Roy Mathai - Project Manager, Operations Readiness

Reliability Operations

Nathan Schweighart - Manager, Reliability Operations
Terry Williams - Specialist Reliability Analysis Operator
Julio Bolano - Specialist Reliability Analysis Operator
Richard Brent Fuller - Specialist Reliability Analysis Operator
Timothy Gleason - Specialist Reliability Analysis Operator
Donald Herring - Specialist Reliability Analysis Operator
Daniel Kehoe - Specialist Reliability Analysis Operator
Thomas Wilk - Specialist Reliability Analysis Operator
William C. Dunn - Reliability Coordinator System Operator
Kevin Grooms - Reliability Coordinator System Operator
Darrell Jones - Reliability Coordinator System Operator
Thomas C. Nance - Reliability Coordinator System Operator
Travis Rackley - Reliability Coordinator System Operator
Brent Taylor - Reliability Coordinator System Operator
Reliability Analysis

Scott Walker - Manager, Reliability Analysis

Timothy Fritch - Electrical Engineer Planning

Marshalia Green - Electrical Engineer Planning

Gary Kobet - Electrical Engineer Planning

Shaun McFarland - Electrical Engineer Planning

Charles Michael McAmis - Electrical Engineer Planning
Jonathan Prater - Electrical Engineer Planning

Matthew Scott Schebler - Electrical Engineer Planning
Joshua Shultz - Electrical Engineer Planning

Justin Baier - Engineering Intern

Ulyana Pugina - Engineering Intern

Advanced Power Applications

Gregory Dooley - Electrical Engineer Power Systems
Alden Bost Jr. - Electrical Engineer Power Systems

Joey Burke - Electrical Engineer Power Systems

Brian Scott - Electrical Engineer Power Systems

David Nordy Jr. - Electrical Engineer Power Systems
Thomas Scott - Engineering Intern

Cyril Shircel - Engineering Intern

Karlee Winkelman - Engineering Intern
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EXHIBIT 1
TO THE RELIABILITY COORDINATOR AGREEMENT

LG&E and KU hereby incorporate the Baseline Congestion Management Process (Version 1.2),
which is attached hereto.
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ATFACHMENT O
AGREEMENTS BETWEEN THE TRANSMISSION OWNER AND THE ITO
AND THE RELIABILITY COORDINATOR

Independent Transmission Organization
Agreement

Between

Louisville Gas and Electric Company/
Kentucky Utilities Company

And
TranServ International, Inc.

FINAL
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INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT

This Independent Transmission Organization (“ITO”) Agreement (this “Agreement”) is entered
into on August 29204 September 1, 2017, between Louisville Gas and Electric Company and
Kentucky Utilities Company, corporations organized pursuant to the laws of the Commonwealth
of Kentucky (collectively, “Company”), and TranServ International, Inc., an entity organized
pursuant to the laws of Delaware (“TranServ”’). Company and TranServ may sometimes be
individually referred to herein as a “Party” and collectively as the “Parties.”

WHEREAS, Company owns, among other things, an integrated electric transmission system
(“Transmission System”), over which open access transmission service is provided to customers
in the Company-’s Balancing Authority Area (as that term is defined by the North American
Electric Reliability Corporation (“NERC”));

WHEREAS, the Company has an Open Access Transmission Tariff (“OATT”) on file with the
Federal Energy Regulatory Commission (“FERC”)

WHEREAS, Company-currently-operates-its Transmission-System-with-certain-services-provided-

by%eu%hwes@ewe&?eel—hc—(—SPP—)—\&iHEREAS—Gempaﬂy— s current contract with
SPPTranServ is scheduled to expire on August 31, 2642201

WHEREAS, Company desires that, upon expiration of the current contract-with-SPP, TranServ

will asstme-eertain-dutieswith-regard-to-Company-sFransmisston-Systemcontinuc its work
under this Agreement, as detailed herein;

WHEREAS, Company remains the owner of its Transmission System and shall be the ultimate
provider of transmission services to Eligible Customers (as defined in the OATT), including the
sole authority to amend the OATT;

WHEREAS, TranServ: (i) is independent from Company; (ii) possesses the necessary
competence and experience to perform the functions provided for hereunder; and (iii) is willing
to perform such functions under the terms and conditions agreed upon by the Parties as set forth
in this Agreement; and

WHEREAS, as part of Company-’s goal to maintain independence in the operation of its
Transmission System in order to prevent any exercise of transmission market power, Company
entered into a Reliability Coordinator Agreement (the “Reliability Coordinator Agreement”) with
the Tennessee Valley Authority, NERC-certified reliability coordinator (the “Reliability
Coordinator”), pursuant to which the Reliability Coordinator provides to Company certain
required reliability functions.

NOW THEREFORE, in consideration of the mutual promises contained herein, and other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
Parties hereby agree as follows:
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Section 1 -  Services to be Provided; Standards of Performance

1.1 Services. TranServ shall perform, or cause to be performed, the services described in
Appendix A hereto as well as any obligations expressly assigned to the ITO under the OATT
(“ITO Services”) during the Term in accordance with the terms and conditions of this
Agreement, subject to modification pursuant to Section 1.4 hereto.

1.2 Coordination with Reliability Coordinator. In conjunction with its performance of ITO
Services, TranServ shall coordinate and cooperate with the Reliability Coordinator in accordance
with the terms of the OATT and all NERC and SERC Reliability Corporation (“SERC”)
requirements. TranServ shall provide to the Reliability Coordinator, subject to the terms and
conditions of this Agreement, including TranServ-’s obligations with respect to Confidential
Information in Section 10, any information that the Reliability Coordinator may reasonably
request in order to carry out its functions under the Reliability Coordinator Agreement, which
agreement is included in the OATT.

1.3 TranServ Performance; Compliance.

1.3.1 Performance. TranServ, TranServ Personnel and any TranServ Designee (as
defined in Section 17.5) shall perform TranServ>’s obligations (including ITO Services)
under this Agreement:

(a) in an independent, fair, and nondiscriminatory manner; and
(b) in accordance with:

(1) any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light of
the facts known at the time the decision was made, could have been expected to accomplish the
desired result at a reasonable cost consistent with good business practices, reliability, safety and
expedition (“Good Utility Practice”). Good Utility Practice is not intended to be limited to the
optimum practice, method, or act to the exclusion of all others, but rather to be acceptable
practices, methods, or acts generally accepted in the region, including those practices required by
Federal Power Act Section 2 14(a)(4);

(i1) the terms and conditions of the OATT;

(i)  all applicable laws and the requirements of federal and state
regulatory authorities, including the Kentucky Public Service Commission (“KPSC”),
Department of Energy (“DOE”), FERC, NERC, SERC, and the North American Electric
Standards Board (“NAESB”) (collectively, “Regulatory Authorities™); and in fulfilling this
requirement in this subsection (iii), TranServ will cooperate with all reasonable requests by

mpany for information, intervi with Tran rsonnel, or other rt that ma
needed to investigate possible FERC, NERC or other compliance violations or prepare for or
re ompliance-related audits, self-certifications, and other inquirie Regulato

Authorities (whether internal or external); and

(iv)  any methodologies, processes, or procedures relating to
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ITO Services which Company may develop and which Company determines are necessary or
appropriate to ensure safe and reliable system operations and compliance with all applicable laws
and the applicable requirements of Regulatory Authorities.

1.4 Changes to ITO Services. The Parties agree that all changes to ITO Services resulting
from legal and regulatory developments, as well_.as Company requests, shall be assessed using a
change order process. This process will include a written assessment of impacts to ITO Services
consistent with Section 5 of Appendix A. Changes will be implemented only after mutual
execution of a change document, which may be titled a Change Order or an Amendment. If the
Parties are unable to agree on whether a change constitutes a “Minor Change,” or a “Major
Change,” as those terms are used in Section 5 of Appendix A, such Dispute shall be resolved in
accordance with Section 3.6.

Section 2 -  Independence and Standards of Conduct

2.1 TranServ Personnel. All ITO Services shall be performed by staff members of TranServ
(“TranServ Personnel”) or TranServ Designees. No TranServ Personnel or TranServ Designee
shall also be employed by Company or any of its Affiliates (as defined in FERC>’s regulations,
18 C.F.R. § 35.34(b)(3) (2011)). TranServ, TranServ Employees, and TranServ Designees shall
(i) be Independent of and (ii) shall not discriminate against Company, any of its Affiliates, or any
Tariff Participant. For purposes of this Agreement: (a) “Independent” shall mean that TranServ,
TranServ Personnel, and any TranServ Designees are not subject to the control of Company, its
Affiliates or any Tariff Participant, and have full decision-making authority to perform all ITO
Services in accordance with the provisions of this Agreement. Any TranServ Personnel or
TranServ Designee owning securities in Company, its Affiliates or any Tariff Participant shall
divest such securities within six (6) months of first being assigned to perform such ITO Services,
provided that nothing in this Section 2.1 shall be interpreted or construed to preclude any such
TranServ Personnel or TranServ Designee from indirectly owning securities issued by Company,
its Affiliates or any Tariff Participant through a mutual fund or similar arrangement (other than a
fund or arrangement specifically targeted toward the electric industry or the electric utility
industry or any segment thereof) under which the TranServ Personnel or the TranServ Designee
does not control the purchase or sale of such securities. Participation by any TranServ Personnel
or TranServ Designee in a pension plan of Company, its Affiliates or any Tariff Participant shall
not be deemed to be a direct financial interest if the plan is a defined-benefit plan that does not
involve the TranServ Personnel”’s or TranServ Designee>’s ownership of the securities; and (b)
“Tariff Participant” shall mean Company Transmission System customers, interconnection
customers, wholesale customers, affected transmission providers, any Market Participant (as
defined in FERC*’s regulations, 18 C.F.R. § 35.34(b)(2) (2011)) and similarly qualified third
parties within the Company Balancing Authority Area. For the avoidance of doubt, Company
shall have no veto authority over the selection of TranServ Personnel or TranServ Personnel
matters, including TranServ>’s appointment of a TranServ Project Manager (as provided in

Section 8.2)— except that the Company and TranServ hereby agree that TranServ shall be
rohibited from hiring current or former Company empl ntil at | ne (1 r

subsequent to the Company employee’s separation from Company. Likewise, Company is

prohibited from hiring current or former TranServ emplovees until one (1) vear subsequent to the
Tran mpl i aration from TranSer

2.2 Standards of Conduct Treatment. All TranServ Personnel and TranServ Designees
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performing work under this Contract shall be treated, for purposes of the FERC>’s Standards of
Conduct (18 C.F.R. Part 358 (2041)), as transmission function employees. All restrictions

relating to information sharing and other relationships between marketing function employees
and transmission function employees, as those terms are defined in the Standards of Conduct,
including the non-discrimination requirements contained therein, shall apply to TranServ
Personnel and TranServ Designees— performin rk under thi ntract, or likely t

privy to transmission function information. Said TranServ Personnel and TranServ Designees
shall participate in any Standards of Conduct training that the Company may request for
compliance purposes._Tran hall provide prompt notice of new Tran Personnel or

TranServ Designees to Company to assure new persons are trained within the first thirty (30)
days of their employment with TranServ.

Section 3-  Compensation; Billing and Payment; Performance Review

3.1 Compensation for Services. Company shall pay to TranServ an annual fee for
performance of the ITO Services (“Annual Fee”). The Annual Fee shall-be-$2:495,938(subject to
increa r decreases in accordan ith Section 5 of ndix A) shall 2,479.54 for
the first Contract Year; and shall escalate by tweone and five/tenths percent (2-51.5%) of the
prior year>’s Annual Fee for each Contract Year thereafter.

3.2 Out-of-Pocket Costs. Company shall reimburse TranServ for actual out-of-pocket third
party costs and expenses, without markup, for (a) regulatory legal support that is reasonably
allocable to TranServ>’s performance of ITO Services, provided that in no event shall Company
reimburse TranServ for legal fees associated with any actual or potential Dispute under this
Agreement, (b) travel and lodging that are reasonably allocable to TranServ-’s performance of
ITO Services and (c) setting up regular stakeholder meetings (collectively, (a), (b) and (c) are
“Out-of-Pocket Costs™); provided, however, that all Out-of-Pocket Costs subject to
reimbursement under this Section 3.2 must be reviewed and approved by Company prior to

TranServ incurring such expense.
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3.4.1 Monthly Payment. TranServ shall deliver to Company monthly invoices by

regular mail, facsimile, electronic mail or such other means as the Parties agree. Such
invoices shall set forth (i) one-twelfth (1/12) of the Annual Fee for each month in
advance, and (ii) any Out-of-Pocket costs incurred during the previous month, provided
however, that travel expenses occurring on the last three (3) days of each month may be
carried over to future invoices for ease of administration. Company shall make payment
of the amount invoiced by wire transfer in immediately available funds to an account
specified by TranServ not later than the thirtieth (30%) day after receipt of the invoice,
unless such day is not a business day, in which case on the next business day. All such
payments shall be deemed made when said wire transfer is received by TranServ.
Overdue payments shall accrue interest calculated at the FERC interest rate as defined in
18 C.F.R. §35.19a(2)(iii)(A) (2011) (“FERC Interest Rate”).

3.53.4 Annual Review-and-Froe UpPayments.

35434.1 Annual Review. Commencing at the end of the-seeendeach Contract
Year, no later than sixty (60) days after the end of each Contract Year, TranServ shall
determine and deliver to Company a calculation of TranServ-’s actual labor in providing
ITO Services for the preceding Contract Year (“Annual Labor”). The Annual Labor
calculation shall detail the job title and number of full-time employees assigned to ITO
Services, and the number of hours spent in performing ITO Services. The Annual Labor
shall also include the hours for any tasks which TranServ outsourced to TranServ

Designees.

3-63.5 Compensation Disputes. Notwithstanding the Dispute resolution provisions in Section
8.3, for any Disputes concerning compensation under this Section 3, Company shall timely file
notice of such Dispute with FERC and request that FERC resolve such Dispute. TranServ retains
the authority to file notice with FERC of any such Dispute if it so desires. If either Party in good
faith disputes any invoice submitted by the other Party pursuant to this Agreement, then the
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disputing Party (i) shall timely pay the other Party the entire invoiced amount and (ii) shall
furnish the other Party with a written explanation specifying the amount of and the basis for the
Dispute. Within twenty (20) days after resolution of such Dispute, the Party owing money shall
pay the other Party the amount owed, if any, together with interest calculated at the FERC
Interest Rate.

Section 4 - Term and Termination

4.1 Term. The 1n1t1a1 term of this Agreement shall begln onth%Later—eir—éa}—September—l—

§ep em l;er 1,201 Z g“Commencement

Date”), and shall continue for threefive (35) years thereafter (“Initial Term”). At the conclusion
of the Initial Term, this Agreement shall automatically extend for-twe-(2) successive one (1) year
terms (each a “Subsequent Term”), unless terminated by either Party in accordance with the

terms of this Agreement._Three hundred and sixty (360) days prior to the conclusion of the Initial

Term either Party may notify the other, in writing, of a ire to amend terms or pricing of thi
Agreement for the Subseguent Terms. If such amendment is not agreed upon by both Qartles 180

xtend and will termlnate on the later of 1) the conclusion of the In1t1al Term, as deﬁned above,
or ii) receipt of the regulatory approvals required under Section 4.5. The Initial Term or any

Subsequent Terms are each referred to herein as a “Term.” For the purposes of this Agreement, a
“Contract Year” shall begin on the Commencement Date or anniversary thereof and conclude
twelve (12) months thereafter.

4.2 Termination by Either Party. This Agreement may be terminated by either Party at the
end of a Term upon prior one hundred eighty (180) days written notice to the other Party, which
termination shall be effective upon the later of (i) one hundred eighty (180) days after the date of
such written notice, or (ii) receipt of the regulatory approvals required under Section 4-6-4.5.

Immediate Termination.

44443.1 Termination for Cause. Subject to Section 4-6;4.5, either Party may
terminate this Agreement upon prior written notice thereof to the other Party if:

(a) Material Failure or Default. The other Party fails, in any material respect,
to comply with, observe or perform, or defaults, in any material respect, in the
performance of the terms and conditions of this Agreement, and such failure or
default remains uncured for thirty (30) days after written notice thereof, provided
that such failure or default is susceptible to cure and the other Party is exercising
reasonable diligence to cure such failure or default;

(b) Pattern of Failure. It determines, in its reasonable discretion, that there has
been a pattern of failure by the other Party to comply with the standards of
performance set forth in Section 1.3.1, whether or not such failure is material;

(© Gross Negligence, Willful Misconduct or Fraud. The other Party commits
gross negligence, willful misconduct or fraud in the performance of its obligations
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under this Agreement;

(d) Material Misrepresentation. Any representation made by the other Party
hereunder shall be false or incorrect in any material respect when made and such
misrepresentation is not cured within thirty (30) days of such discovery or written
notice thereof, or is incapable of cure;

(e) Bankruptcy. The other Party: (i) files a petition or otherwise commences,
authorizes or acquiesces in the commencement of a proceeding or cause of action
under any bankruptcy, insolvency, reorganization or similar law, or has any such
petition filed or commenced against it; (ii) makes an assignment or any general
arrangement for the benefit of creditors; (iii) otherwise becomes bankrupt or
insolvent (however evidenced); (iv) has a liquidator, administrator, receiver,
trustee, conservator or similar official appointed with respect to it or any
substantial portion of its property or assets; or (v) is generally unable to pay its
debts as they fall due; or

® Dissolution. The other Party dissolves or is dissolved or its legal existence
is otherwise terminated.

4424.3.2 Immediate Termination Not For Cause. Subject to Section 4-6;4.5,
Company may terminate this Agreement upon thirty (30) days prior written notice thereof
to TranServ if:

(a) Failure to Negotiate Amendment. The Parties are unsuccessful in
negotiating an amendment or amendments to this Agreement pursuant to Section
17.9;

(b) Regulatory Changes/Modifications. A Regulatory Authority makes any
material changes, modifications, additions, or deletions to this Agreement, unless
both Parties agree to such changes, modifications, additions, or deletions;

(©) Failure to Receive Regulatory Approval. Prior to the Commencement
| Date, FERC rejects this Agreement or Company-’s selection of TranServ as the
1TO;

| (d) RTO. ARegulatoryAutherityrequires-Company tefeinjoins a regional

transmission organization (“RTO”); or

(e) Extended Force Majeure. A Party is excused because of Force Majeure
(as defined in Section 11) for more than thirty (30) days from performing any of
its material obligations under this Agreement.

4-54.4 Termination for Lack of Independence. Subject to Section 4-6;4.5, Company may
terminate this Agreement upon prior written notice thereof to TranServ if FERC or the KPSC
issues a final order that declares that TranServ lacks independence from Company and TranServ
cannot obtain independence in a reasonable manner or time period.

| 4-64.5 Regulatory Approval. No termination of this Agreement shall be effective until approved
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by FERC and the KPSC. Notice of termination provided pursuant to Sections 4-44.3 and 4-54.4
shall become effective immediately upon approval by FERC and the KPSC.

4-74.6 Return of Materials. Upon any termination of this Agreement TranServ shall timely and
in an orderly manner turn over to Company all materials that were prepared or developed
pursuant to this Agreement prior to termination, and return or destroy, at the option of Company,
all Data and other information supplied by Company to TranServ or created by TranServ on
behalf of Company.

4-84.7 Survival. All provisions of this Agreement which are by their nature or terms intended to
survive the termination of this Agreement, including the obligations set forth in Section 7 and
Section 10, shall survive termination of this Agreement.

4.94.8 Compensation for Early Termination.

4914.8.1 If Company terminates this Agreement before the end of a Term pursuant
to Section 4-4-24.3.2 (a), (b), (d) or (e), then Company shall pay to TranServ the Annual
Fee(s) through the longer of the end of the thea—eurrent FermContract Year or for six (6)
months subsequent to the date of termination, which fees shall be accelerated hereunder
for this purpose, plus any unpaid Out-of-Pocket Costs that TranServ has incurred through
the date of any such termination. In the event that this Section 4.9-14.8.1 should trigger
an acceleration of Annual Fee(s) that would otherwise span multiple years, such fees paid
by Company to TranServ shall not include any escalation of #weone and five/tenths
percent (2-51.5%) as described in Section 3.1 that had not yet been previously applied to
the Annual Fee(s).

492482 If Company terminates this agreement before the end of the Term, and
such termination is for cause pursuant to Section 4.4-+4.3.1, then Company shall only be
liable for TranServ-’s Out-of-Pocket Costs incurred pursuant to contracts which extend

beyond any early termination date.

41049 Post-Termination Services. Commencing on the date that any termination
becomes effective (“Termination Date™) and continuing for up to one hundred eighty (180) days
thereafter, TranServ shall (a) provide ITO Services (and any replacements thereof or substitutions
therefor), to the extent Company requests such ITO Services to be performed, and (b) cooperate
with Company in the transfer of ITO Services (collectively, the “Post-Termination Services”) as
such services are authorized under a separate agreement between the Parties. TranServ shall,
upon Company-’s request, provide the Post-Termination Services at a cost to be negotiated and
mutually agreed to at that time. The quality and level of performance of ITO Services by
TranServ shall not diminish. After the expiration of the Post-Termination Services, TranServ
shall answer questions from Company regarding ITO Services on an “as needed” basis at
TranServ-’s then-standard billing rates.

4,10 Termination for Guarantee Termination, A guaranty with Open Access Technology
International, Inc.. in favor of Company and with Tran nt It xecut

(November 29, 2016) (hereinafter “the Guaranty”). Subject to Section 4.5, Company may

rmin his Agreement if th ranty is termin nd TranSer not provi
replacement Guarant termined, by Company, to be satisfactory.
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Section 5-  Data Management and Intellectual Property

5.1 Supply of Data. During the Term, Company shall supply to TranServ, and/or grant
TranServ access to all Data that TranServ requests and that TranServ believes is necessary to
perform its duties and obligations under this Agreement, including ITO Services. The Parties
shall agree upon the initial format and manner in which such Data shall be provided. For
purposes of this Agreement, “Data” means all information, text, drawings, diagrams, models,
images or sounds which are embodied in any electronic or tangible medium and which (a) are
supplied or in respect of which access is granted to TranServ by Company under this Agreement,
which shall be Company~’s Data, (b) are prepared, stored or transmitted by TranServ solely on

behalf of Company, which shall be Company-’s Data; or (c) are compiled by TranServ by
aggregating Data owned by Company and Data owned by third parties, which shall be
TranServ>’s Data.

5.2 Property of Each Party. Each Party acknowledges that the other Party>’s Data and the

other Party>’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or

proprietary rights in such other Party>’s Data and Processes as provided in Section 6.

5.3 Data Integrity. Each Party shall reasonably assist the other Party in establishing measures
to preserve the integrity and prevent any corruption or loss of Data, and the Parties shall
reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
reasonably retain and preserve any of the other Party”’s Essential Data that are supplied to it
during the Term. “Essential Data” means any Data that is reasonably required to perform ITO
Services under this Agreement and that must be retained and preserved according to any
applicable law, regulation, reliability criteria, or Good Ultility Practice. Each Party shall exercise
commercially reasonable efforts to preserve the integrity of the other Party>’s Data that are
supplied to it during the Term, in order to prevent any corruption or loss of the other Party>’s
Data.

5.4  Confidentiality. Each Party>’s Data shall be treated as Confidential Information in

accordance with the provisions of Section 10.
Section 6 -  Intellectual Property.

6.1 Ownership. All inventions, discoveries, processes, methods, designs, drawings,
blueprints, information, seftware;-works of authorship, or the like, whether or not patentable or
copyrightable (collectively, “Intellectual Property”), which TranServ first conceives, develops, or
begins to develop, either alone or in conjunction with Company or others, with respect to ITO
Services under this Agreement, shall be jointly owned by Company and TranServ, and each party
shall have the right to use such intellectual property unless specifically otherwise specified on a
change document hereunder.

6.2  Royalties and License Fees. Unless the Parties otherwise agree in writing, TranServ shall
procure and pay all royalties and license fees which may be payable on account of ITO Services
or any part thereof. In case any part of ITO Services is held in any suit to constitute infringement
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and its use is enjoined, TranServ within a reasonable time shall, at the election of Company and
as Company-’s exclusive remedy hereunder, either (a) secure for Company the perpetual right to
continue the use of such part of ITO Services by procuring for Company a royalty-free license or
such other permission as will enable TranServ to secure the suspension of any injunction, or (b)
replace at TranServ>’s own expense such part of ITO Services with a non-infringing part or

modify it so that it becomes non-infringing (in either case with changes in functionality that are
acceptable to Company).

Section 7-  Indemnification and Limitation of Liability

7.1 Company Indemnification. Subject to the limitations specified in Section 7.6, Company
shall indemnify, release, defend, reimburse and hold harmless TranServ and its directors,
officers, employees, principals, representatives and agents (collectively, the “TranServ
Indemnified Parties”) from and against any and all third party claims (including claims of bodily
injury or death of any person or damage to real and/or tangible personal property), demands,
liabilities, losses, causes of action, awards, fines, penalties, litigation, administrative proceedings
and investigations, costs and expenses, and attorney fees, (each, an “Indemnifiable Loss”)
asserted against or incurred by any of the TranServ Indemnified Parties arising out of, resulting
from or based upon TranServ performing its obligations pursuant to this Agreement, provided,
however, that in no event shall Company be obligated to indemnify, release, defend, reimburse or
hold harmless the TranServ Indemnified Parties from and against any Indemnified Loss which is
caused by the negligence, the gross negligence or willful misconduct of any TranServ
Indemnified Party.

7.2 TranServ Indemnification. Subject to the limitations specified in Section 7.6, TranServ
shall indemnify, release, defend, reimburse and hold harmless Company and its directors,
officers, employees, principals, representatives and agents (collectively, the “Company
Indemnified Parties”) from and against any and all Indemnifiable Losses asserted against or
incurred by any of the Company Indemnified Parties arising out of, resulting from or based upon
TranServ>’s or a TranServ Designee”’s negligence, gross negligence, or willful misconduct,
provided, however, that in no event shall TranServ be obligated to indemnify, release, defend,
reimburse or hold harmless any Company Indemnified Parties from and against any Indemnified
Loss which is caused by the negligence, gross negligence or willful misconduct of any Company

Indemnified Party.

7.3 Regulatory Indemnification. Subject to the limitations specified in Section 7.6, TranServ
shall indemnify, release, defend, reimburse and hold harmless any Company Indemnified Parties
from and against all regulatory penalties and sanctions (including penalties or sanctions levied by
a Regulatory Authority) arising out of, resulting from or based upon TranServ breach of this
Agreement, specifically including Section 1.3.1 hereto, provided, however, that in no event shall
TranServ be obligated to indemnify, release, defend, reimburse or hold harmless any Company
Indemnified Parties from and against any penalty or sanction which is caused by the gross
negligence or willful misconduct of any Company Indemnified Party.

7.4  Cooperation Regarding Claims. If an Indemnified Party (which for purposes of this
Section 7.4 shall mean an TranServ Indemnified Party or a Company Indemnified Party) receives
notice or has knowledge of any Indemnifiable Loss that may result in a claim for indemnification
by such Indemnified Party against an Indemnifying Party (which for purposes of this Section 7.4
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shall mean Company or TranServ) pursuant to this Section 7, such Indemnified Party shall as
promptly as possible give the Indemnifying Party written notice of such Indemnifiable Loss,
including a reasonably detailed description of the facts and circumstances relating to such
Indemnifiable Loss, a complete copy of all notices, pleadings and other papers related thereto,
and in reasonable detail the basis for its claim for indemnification with respect thereto. Failure to
promptly give such written notice or to provide such information and documents shall not relieve
the Indemnifying Party from the obligation hereunder to respond to or defend the Indemnified
Party against such Indemnifiable Loss unless and only to the extent such failure shall materially
diminish the ability of the Indemnifying Party to respond to or to defend the Indemnified Party
against such Indemnifiable Loss. Except for indemnification for penalties and sanctions under
Section 7.3, the Indemnifying Party, upon its acknowledgment in writing of its obligation to
indemnify the Indemnified Party in accordance with this Section 7, shall be entitled to assume the
defense or to represent the interest of the Indemnified Party with respect to such Indemnifiable
Loss, which shall include the right to select and direct legal counsel and other consultants, appear
in proceedings on behalf of such Indemnified Party and to propose, accept or reject offers of
settlement, all at its sole cost. If and to the extent that the defense or settlement of any
Indemnifiable Loss is reasonably likely to involve injunctive, equitable or prospective relief or
materially and adversely affect the Indemnified Party”’s business or operations other than as a
result of money damages or other money payments assumed by the Indemnifying Party, then such
defense or settlement will be subject to the reasonable approval of the Indemnified Party.
Nothing herein shall prevent an Indemnified Party from retaining its own legal counsel and other
consultants and participating in its own defense at its own cost and expense.

7.5  Release and Indemnification Regarding Liens. TranServ hereby releases and/or waives
for itself and its successors in interest, and for all TranServ Designees and their successors in
interest, any and all claims or right of mechanics or any other type of lien to assert and/or file
upon Company-’s or any other party>’s property or any part thereof as a result of performing ITO

Services. TranServ shall execute and deliver to Company such documents as may be required by
applicable laws (i.e., partial and/or final waivers of liens and/or affidavits of indemnification) to
make this release effective and shall give all required notices to TranServ Designees with respect
to ensuring the effectiveness of the foregoing releases against those parties. TranServ shall secure
the removal of any lien that TranServ has agreed to release in this Section 7.5 within five (5)
working days of receipt of written notice from Company to remove such lien. If not timely
removed, Company may remove the lien and charge all costs and expenses including legal fees
(for inside and/or outside legal counsel) to TranServ including, without limitation, the costs of
bonding off such lien. Company, in its sole discretion, expressly reserves the right to off-set
and/or retain any reasonable amount due to TranServ from payment of any one or more of
TranServ>’s invoices upon Company having actual knowledge of any threatened and/or filed
liens and/or encumbrances that may be asserted and/or filed by any TranServ Designee and/or
third party with respect to the ITO Services, with final payment being made by Company only
upon verification that such threatened and/or filed liens and/or encumbrances have been
irrevocably satisfied, settled, resolved and/or released (as applicable), and/or that any known
payment disputes concerning the ITO Services involving TranServ and any TranServ Designees
have been resolved so that no actions, liens and/or encumbrances of any kind or nature will be
filed against Company and/or Company-’s property.

7.6 Limitation of Liability. Other than as provided in Section 7.3, neither Party shall be liable
to the other for any special, punitive, or consequential damages arising out of ITO Services, even
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if advised of the possibility of such damages. Company agrees that ITO Services are not
consumer goods for purposes of international, U.S. Federal or U.S. state warranty laws.
Indemnification pursuant to Sections 7.1, 7.2, and 7.3, as well as any direct damages to Company
arising out of a material breach of this Agreement shall be limited in the aggregate to the total
amount of fees actually paid by Company to TranServ under this Agreement through the date that
any penalty or judgment is assessed.

Section 8 -  Contract Managers; Dispute Resolution

8.1 Company Contract Manager. Company shall appoint an individual (the “Company
Contract Manager”) who shall serve as the primary Company representative under this
Agreement. The Company Contract Manager shall (a) have overall responsibility for managing
and coordinating the performance of Company-’s obligations under this Agreement, and (b) be
authorized to act for and on behalf of Company with respect to all matters relating to this
Agreement. Notwithstanding the foregoing, the Company Contract Manager may, upon written
notice to TranServ, delegate such of his or her responsibilities to other Company employees, as
the Company Contract Manager deems appropriate.

8.2 TranServ Project Manager. TranServ shall appoint, among TranServ Personnel, an
individual (the “TranServ Project Manager”) who shall serve as the primary TranServ
representative under this Agreement. The TranServ Project Manager shall have overall
responsibility for managing and coordinating the performance of TranServ obligations under this
Agreement. Notwithstanding the foregoing, the TranServ Project Manager may, upon written
notice to Company, delegate such of his or her responsibilities to other TranServ Personnel, as
the TranServ Project Manager deems appropriate.

8.3 Resolution of Disputes. Any dispute, claim or controversy between the Parties arising out
of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance with the
procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall not apply to
Disputes arising from or relating to (a) the amount of compensation to be paid by Company
pursuant to Section 3.1, which shall be resolved pursuant to Section 3.6, (b) confidentiality or
intellectual property rights, in which case either Party shall be free to seek available legal or
equitable remedies, or (¢) alleged violations of the OATT, in which case either Party shall be
free to bring the Dispute to FERC.

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other party of
any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be referred to
the Company Contract Manager and TranServ Project Manager, who shall negotiate in
good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the Dispute is
not resolved within fifteen (15) calendar days of being referred to the Company Contract

Manager and the TranServ Project Manager pursuant to Section 8.3.2, then each Party
shall have five (5) calendar days to appoint an executive management representative who
shall negotiate in good faith to resolve the Dispute.

8.3.4 Binding Arbitration. If the Dispute is not resolved within ten (10) calendar days
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8.4

of being referred to executive management representatives, and the amount in dispute or
potential damages exceeds $250,000 USD, the Parties shall proceed in good faith to
submit immediately the matter to binding arbitration in accordance with the Commercial
Arbitration Rules of the American Arbitration Association (“AAA”) as they may be
amended from time to time (the “Arbitration Rules”) subject to the following conditions:

(a) The Parties shall give due consideration to using the Expedited Procedures under
the Arbitration Rules in any case in which no disclosed claim or counterclaim exceeds
$75,000, exclusive of interest and arbitration fees and costs.

(b) The Parties agree that three arbitrators will be used. Each Party will directly
appoint one arbitrator of its choosing from a list of members from the National Roster (as
that term is used in the Arbitration Rules) provided by the AAA pursuant to R-12, within
ten (10) Days after receipt of such names. The two arbitrators so appointed shall select a
third arbitrator from the National Roster to serve as chairperson.

() “Baseball” arbitration (in which each Party presents a proposed award or
resolution and the actual award must be one of the two submitted), or close variants
thereof, shall not be used.

(d) The arbitrators have no authority to appoint or retain expert witnesses for any
purpose unless agreed to by the Parties.

(e) All arbitration fees and costs shall be borne equally, regardless of which Party
prevails.

® Each Party shall bear its own costs of legal representation and witness expenses,
unless the arbitrator(s) determines that one Party should bear some or all of the costs of
legal representation and witness expenses of the other Party.

(2) The Parties waive any right of appeal or recourse to any court except to compel
arbitration, to compel the appointment of arbitrators, to stay judicial proceedings pending
arbitration, for an injunction pending determination by the arbitrators, for disqualification
of arbitrators, for aid in furtherance of arbitration, to confirm the award, to enforce any
judgment confirming the award, or in circumstances of fraud or failure to disclose
information or documents required by the arbitrators.

(h) The decision or award of a majority of the arbitrators shall govern. The decision
or award of the arbitrators shall be final and binding upon the Parties to the same extent
and to the same degree as if the matter had been adjudicated by a court of competent
jurisdiction and shall be enforceable under the Federal Arbitration Act and applicable
states”” laws.

8.3.5 Rights and Remedies. If the Dispute is not resolved within ten (10) calendar days
of being referred to executive management representatives, and the amount in dispute or
potential damages does not exceed $250,000 USD, each Party is free to pursue any rights
or remedies it may have at law or equity.

Rights Under FPA Unaffected. Except as provided in Section 17.2 relating to the
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variation or amendment of this Agreement, nothing in this Agreement is intended to limit or
abridge any rights that Company may have to file or make application before FERC under
Section 205 of the Federal Power Act to revise any rates, terms or conditions of the OATT.

8.5 Statute of Limitations; Continued Performance. The Parties agree to waive the applicable
statute of limitations during the period of time that the Parties are seeking to resolve a Dispute
pursuant to Section 8.3, and the statute of limitations shall be tolled for such period. The Parties
shall continue to perform their obligations under this Agreement during the resolution of a
Dispute.

Section 9 - Insurance

9.1 TranServ”’s Insurance Obligation. During the Term, TranServ shall provide and maintain,
and shall require TranServ Designees to provide and maintain, the following insurance (and,
except with regard to Workers>> Compensation, naming Company as additional insured and
waiving rights of subrogation against Company and Company-’s insurance carrier(s)), and
TranServ shall submit evidence of such coverage(s) of TranServ and any TranServ Designees to
Company prior to the start of ITO Services. Furthermore, TranServ shall notify Company, prior
to the commencement of I[TO Services, of any threatened, pending and/or paid off claims to third
parties, individually or in the aggregate, which otherwise affects the availability of the limits of
such coverage(s) inuring to the benefit of Company as hereinafter specified:

9.1.1 Workers>> Compensation and Employer>’s Liability Policy, which shall include
provisions required by applicable law in the jurisdiction of location of workers.

9.1.2 Employer?’s Liability (Coverage B) with limits of One Million Dollars

($1,000,000) Bodily Injury by Accident, each Accident, $1,000,000 Bodily Injury by
Disease, each Employee, and including:
(a) a thirty (30) day cancellation clause; and

(b) broad form all states endorsement.

9.1.3 Commercial General Liability Policy, which shall have minimum limits of One
Million Dollars ($1,000,000) each occurrence; One Million Dollars ($1,000,000)
Products/Completed Operations Aggregate each occurrence; One Million Dollars
($1,000,000) Personal and Advertising Injury each occurrence, in all cases subject to Two
Million Dollars ($2,000,000) in the General Aggregate for all such claims, and including:

(a) a thirty (30) day cancellation clause;

(b) Blanket Written Contractual Liability to the extent covered by the policy against
liability assumed by TranServ under this Agreement; and

(c) Broad Form Property Damage.

9.1.4 Commercial Automobile Liability Insurance covering the use of all owned,
non-owned, and hired automobiles, with a bodily injury, including death, and property
damage combined single minimum limit of One Million Dollars ($1,000,000) each
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occurrence with respect to TranServ>’s vehicles assigned to or used in performance of

ITO Services under this Agreement.

9.1.5 Umbrella/Excess Liability Insurance with minimum limits of Two Million Dollars
($2,000,000) per occurrence; Two Million Dollars ($2,000,000) aggregate, to apply to
employer>’s liability, commercial general liability, and automobile liability.

9.1.6 To the extent applicable, if engineering or other professional services will be
separately provided by TranServ as specified in Appendix A, then Professional Liability
Insurance with limits of Three Million Dollars ($3,000,000) per occurrence and Three
Million Dollars ($3,000,000) in the aggregate, which insurance shall be either on an
occurrence basis or on a claims made basis (with a retroactive date satisfactory to
Company).

9.2 Quality of Insurance Coverage. The above policies to be provided by TranServ shall be
written by insurance companies which are both licensed to do business in the state where I[TO
Services will be performed and either satisfactory to Company or having a Best Rating of not less
than “A-". These policies shall not be materially changed or canceled except with thirty (30) days
written notice to Company from TranServ and the insurance carrier. Evidence of coverage,
notification of cancellation or other changes shall be mailed to: Attention: Manager, Supply
Chain, LG&E and KU Services Company, P.O. Box 32020, Louisville, Kentucky 40232.

9.3 Implication of Insurance. Company reserves the right to request and receive a summary
of coverage of any of the above policies or endorsements; however, Company shall not be
| obligated to review any of TranServ>’s certificates of insurance, insurance policies, or
endorsements, or to advise TranServ of any deficiencies in such documents. Any receipt of such
documents or their review by Company shall not relieve TranServ from or be deemed a waiver of
‘ Company-’s rights to insist on strict fulfillment of TranServ>’s obligations under this Agreement.

9.4  Other Notices. TranServ shall provide written notice of any accidents or claims in
| connection with ITO Services or this Agreement to Company>’s Manager, Risk Management at

LG&E and KU Services Company, P.O. Box 32030, Louisville, Kentucky 40232.
Section 10 - Confidentiality

10.1  Definition of Confidential Information. For purposes of this Agreement, “Confidential
Information” shall mean, in respect of each Party, all information and documentation of such
Party, whether disclosed to or accessed by the other Party in connection with this Agreement and
which is identified as Confidential Information, or which otherwise would be treated as
confidential by the recipient, including confidential information provided by third-parties;
provided, however, that the term “Confidential Information” shall not include information that:
(a) is independently developed by the recipient, as demonstrated by the recipient®’s written

records, without violating the disclosing Party>’s proprietary rights; (b) is or becomes publicly
known (other than through unauthorized disclosure); (¢) is disclosed by the owner of such
information to a third party free of any obligation of confidentiality; (d) is already known by the

| recipient at the time of disclosure, as demonstrated by the recipient>’s written records, and the
recipient has no obligation of confidentiality other than pursuant to this Agreement or any
confidentiality agreements between the Parties entered into before the Commencement Date; or
(e) is rightfully received by a Party free of any obligation of confidentiality.
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10.2  Protection of Confidential Information. All Confidential Information shall be held in
confidence by the recipient to the same extent and in at least the same manner as the recipient
protects its own Confidential Information, and such Confidential Information shall be used only
for purposes of performing obligations under this Agreement. Except as otherwise provided in
Section 10.3, neither Party shall disclose, publish, release, transfer or otherwise make available
Confidential Information of, or obtained from, the other Party in any form to, or for the use or
benefit of, any person or entity without the owner of such information”’s prior written consent.
Each Party shall be permitted to disclose relevant aspects of the other Party>’s Confidential
Information to its officers, directors, agents, professional advisors, contractors, subcontractors
(including TranServ Designees) and employees and to the officers, directors, agents, professional
advisors, contractors, subcontractors and employees of its Aftfiliates (collectively,
“Representatives”), to the extent that such disclosure is reasonably necessary for the performance
of'its duties and obligations or the determination, preservation or exercise of its rights and
remedies under this Agreement; provided, however, that the recipient shall take all reasonable
measures to ensure that Confidential Information is not disclosed or duplicated in contravention
of the provisions of this Agreement by such officers, directors, agents, professional advisors,
contractors, subcontractors and employees. Recipient agrees to be liable for the wrongful actions
of'its Representatives under this Section 10.2. The obligations in this Section 10 shall not restrict
any disclosure pursuant to any Regulatory Authority if such release is necessary to comply with
valid laws, governmental regulations or final orders of regulatory bodies or courts; provided that,
other than in respect of disclosures pursuant to Section 10.3, the recipient shall give prompt
written notice to the disclosing Party in reasonable time to exercise whatever legal rights the
disclosing Party may have to prevent or limit such disclosure. Further, the recipient shall
cooperate with the disclosing Party in preventing or limiting such disclosure.

10.3  Regulatory Requests for Confidential Information. Notwithstanding anything in this
Section 10 to the contrary, if a Regulatory Authority or its staff, during the course of an
investigation or otherwise, requests Confidential Information from TranServ, TranServ shall
provide the requested Confidential Information to the requesting Regulatory Authority or its staff
within the time provided for in the request for information. In providing the Confidential
Information to a Regulatory Authority or its staff, TranServ shall, consistent with 18 C.F.R. §
388.112 (2011) or any other applicable confidentiality regulation, request that the Confidential
Information be treated as confidential and non-public by the Regulatory Authority and its staff
and that the information be withheld from public disclosure. TranServ shall notify Company
when it is notified by the Regulatory Authority or its staff that a request for public disclosure of,
or decision to publicly disclose, Confidential Information has been received, at which time either
TranServ or Company may respond before such Confidential Information is made public,
pursuant to 18 C.F.R. § 388.112 or the applicable confidentiality regulation.

Section 11 - Force Majeure.

11.1  Force Majeure. Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to an event which (i) is not reasonably foreseeable or within the
reasonable control of the Party claiming Force Majeure (the “Claiming Party”’) or any Person
over which the Claiming Party has control, (ii) was not caused by the acts, omissions, negligence,
fault or delays of the Claiming Party or any person over whom the Claiming Party has control,
(iii) is not an act, event or condition the risks or consequences of which the Claiming Party has
expressly agreed to assume pursuant to this Agreement, and (iv) by the prompt exercise of due
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diligence, the Claiming Party is unable to overcome or avoid or cause to be avoided (collectively,
(i) - (iv) are “Force Majeure”). Force Majeure shall include: acts of God; acts of the public
enemy, war, hostilities, invasion, insurrection, riot, civil disturbance, or order of any competent
civil or military government; explosion or fire; strikes or lockouts or other industrial action
(excluding those of the Claiming Party unless such action is part of a wider industrial dispute
materially affecting other employers); labor or material shortage; malicious acts, vandalism or
sabotage; action or restraint by court order of any public or governmental authority (so long as
the Claiming Party has not applied for or assisted in the application for, and has opposed where
and to the extent reasonable, such government action). Neither Party shall be considered in
default as to any obligation under this Agreement if prevented from fulfilling the obligation due
to Force Majeure, except for the obligation to pay any amount when due, provided that the
Claiming Party:

11.1.1 gives prompt written notice to the other Party of the event or circumstance giving
rise to the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its obligations
hereunder as soon as reasonably practicable, provided that the Claiming Party shall not be
obligated to take any steps that are not otherwise in accordance with Good Utility
Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations hereunder.
Section 12 - Reporting; Audit.

12.1  Regulatory Reporting.

12.1.1 TranServ shall have the authority to report in writing to FERC in respect of any
compensation-related Dispute that arises between TranServ and Company pursuant to
Section 3.6.

12.1.2 TranServ shall report in writing to FERC every six (6) months (commencing on
the six (6) month anniversary of the Commencement Date and every six (6) months
thereafter during the Term) in respect of (a) any concerns expressed by stakeholders and
TranServ>’s response to same and (b) any issues or OATT provisions that hinder

TranServ from performing its duties and obligations under this Agreement and the
OATT.

12.1.3 In addition to the reports provided for above, TranServ shall make such other
reports to Regulatory Authorities as may be required by applicable law and regulations or
as may be requested by such Regulatory Authorities.

12.2  Books and Records. TranServ shall maintain full and accurate books and records
pertinent to this Agreement, and TranServ shall maintain such books and records for a minimum
of five (5) years following the expiration or early termination of this Agreement or longer if
necessary to resolve a pending Dispute. Company will have the right, at reasonable times and

| Page 19 of 47



Rebuttal Exhibit LEB-3
Page 154 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

under reasonable conditions, to inspect and audit, or have an independent third party inspect and
audit, TranServ~’s operations, books, and records (a) to ensure compliance with this Agreement,

including TranServ>’s performance of ITO Services in accordance with Section 1.3.1, (b) to

verify any cost claims or other amounts due hereunder, and (c) to validate TranServ>’s internal
controls with respect to the performance of ITO Services. TranServ shall maintain an audit trail,
including all original transaction records and timekeeping records, of all financial and
non-financial transactions and activities resulting from or arising in connection with this
Agreement as may be necessary to enable Company or the independent third party, as applicable,
to perform the foregoing activities. Company shall be responsible for any costs and expenses
incurred in connection with any such inspection or audit, unless such inspection or audit
discovers that Company was charged inappropriate or incorrect costs and expenses, in which
case, TranServ shall be responsible for a percentage of the costs and expenses incurred in
connection with such inspection or audit equal to the percentage variance by which Company
was charged inappropriate or incorrect costs and expenses. TranServ shall provide reasonable
assistance necessary to enable Company or an independent third party, as applicable, to perform
the foregoing activities and shall not be entitled to charge Company for any such assistance.
Amounts incorrectly or inappropriately invoiced by TranServ to Company, whether discovered
prior to or subsequent to payment by Company, shall be adjusted or reimbursed to Company by
TranServ within twenty (20) days of notification by Company to TranServ of the error in the
invoice.

Section 13 - Independent Contractor

13.1 TranServ, in performing ITO Services, shall not act as an agent or employee of Company,
but shall be and act as an independent contractor and, except as established in Section 1.3.1, shall
be free to perform ITO Services by such methods and in such manner as TranServ may choose,
doing everything necessary to perform such ITO Services properly and safely and having
supervision over and responsibility for the safety and actions of its employees and the suitability
of its equipment. TranServ Personnel and TranServ Designees shall not be deemed to be
employees and/or agents of Company. TranServ agrees that if any portion of ITO Services are
subcontracted to TranServ Designees, such TranServ Designees shall be bound by and observe
the conditions of this Agreement to the same extent as required of TranServ. In such event,
Company strongly encourages the use of Minority Business Enterprises, Women Business
Enterprises and Disadvantaged Business Enterprises, as defined under federal law and as
certified by a certifying agency that Company recognizes as proper.

13.2  Notwithstanding any provision in this Agreement to the contrary, unless approved in
writing by Company, TranServ shall not (and shall not permit any TranServ Personnel or
TranServ Designee to):

13.2.1 Sell, lease, pledge, mortgage, encumber, convey, or make any license, exchange or
other transfer, assignment or disposition of any property or assets of Company;

13.2.2 Enter into, amend, terminate, modify or supplement any contract or agreement
(including any labor or collective bargaining agreement) on behalf, or in the name, of
Company;

13.2.3 Except upon the approval of Company or pursuant to the direction of Company,
take any action that would, to TranServ>’s knowledge: (a) invalidate any warranty that
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runs to Company under any contract or agreement; or (b) release any person or entity
from its obligations under any contract or agreement with Company;

13.2.4 Make any warranty or representation on behalf of Company;

13.2.5 Except as contemplated under Section 7.4, settle, compromise, assign, pledge,
transfer, release or consent to the compromise, assignment, pledge, transfer or release of
any claim, suit, debt, demand or judgment against or due by Company, or submit any
such claim, dispute or controversy to arbitration or judicial process, or stipulate in respect
thereof to a judgment, or consent to the same;

13.2.6 Pledge the credit of Company in any way in respect of any commitments for
which it has not received express written authorization from Company; or

13.2.7 Engage in any other transaction on behalf of Company not permitted under this
Agreement.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on its net
income, employment taxes of its employees, taxes on any property it owns or leases, and sales,
use, gross receipts, excise, value-added or other transaction taxes. Sales and/or use taxes, that
become applicable to services performed within Minnesota, shall be added to TranServ fees and
compensation otherwise herein described.

Section 15 - Notices.

15.1 Notices. All notices, requests, consents and other communications required or permitted
hereunder shall be in writing, signed by the Party giving such notice or communication, and shall
be deemed given: (a) upon receipt, when mailed by U.S. certified mail, postage prepaid, return
receipt requested; or (b) upon the next business day, when sent by overnight delivery, postage
prepaid using a recognized courier service.

If to Company:

LG&E/KU

VP, Transmission
220 West Main St
PO Box 32010
Louisville, KY 40232

If to TranServ:

TranServ International, Inc.

| General-CounselContracts Administration
3660 Technology Drive NE
Minneapolis, MN 55418
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15.2  Changes. Either Party may, from time to time, change the names, addresses, facsimile
numbers or other notice information set out in Section 15.1 by notice to the other Party in
accordance with the requirements of Section 15.1.

Section 16 - Personnel and Work Conditions; NERC Requirements.

16.1 Applicable Laws and Safety. TranServ agrees to protect TranServ Personnel and
TranServ Designees and be responsible for their performance of the ITO Services, and to protect
Company-’s facilities, property, employees and third parties from damage or injury. TranServ
shall at all times be solely responsible for complying with any and all applicable laws and facility
rules relating to health and safety, in connection with ITO Services and for obtaining (but only as
approved by Company) all permits and approvals necessary to perform ITO Services. Without
limiting the foregoing, TranServ agrees to strictly abide by and observe all standards of the
Occupational Safety & Health Administration (“OSHA”) which are applicable to ITO Services,
as well as Company->’s Contractor Code of Business Conduct and Company-’s
Contractor/Subcontractor Safety Policy which are both hereby incorporated by reference
(Contractor hereby acknowledges receipt of a copy of such Company-’s Contractor Code of

Business Conduct and Company=’s Contractor/Subcontractor Safety Policy) and any other rules
and regulations of the Company, all of which are provided to TranServ in writing and
incorporated herein by reference. TranServ also agrees to review in good faith and execute any
amendments and/or modifications that may be issued in the future by Company from time to
time, with respect to Company>’s Contractor Code of Business Conduct and/or any of its related
policies which are the subject of this Section 16, provided however, that TranServ shall not be
obliged by such requirement if the requirements conflicts with an alternate regulatory code of
conduct imposed on TranServ. In the event TranServ subcontracts any of ITO Services to a
TranServ Designee, TranServ shall notify Company in writing of the identity of TranServ
Designee before utilizing TranServ Designee. TranServ shall require any TranServ Designees to
complete the safety and health questionnaire and checklists provided by Company and shall
provide a copy of such documents to Company upon request. TranServ shall conduct, and
require such TranServ Designees to conduct, safety audits and job briefings during performance
of ITO Services as applicable. In the event such TranServ Designee has no procedure for
conducting safety audits and job briefings, TranServ shall include TranServ Designee in its safety
audits and job briefings. All applicable safety audits shall be documented in writing by TranServ
and such TranServ Designees. TranServ shall provide documentation of any and all audits
identifying safety deficiencies and concerns and corrective action taken as a result of such audits
to Company semi-monthly. TranServ further specifically acknowledges, agrees and warrants that
TranServ has complied, and shall at all times during the term of this Agreement, comply in all
respects with all laws, rules and regulations relating to the employment authorization of TranServ
Personnel including, but not limited to, the Immigration Reform and Control Act of 1986, as
amended, and the Illegal Immigration Reform and Immigrant Responsibility Act of 1996, as
amended, whereby TranServ certifies to Company that TranServ has (a) properly maintained, and
shall at all times during the term of this Agreement properly maintain all records required by
Immigration and Customs Enforcement, such as the completion and maintenance of the Form I-9
for each TranServ employee; (b) that TranServ maintains and follows an established policy to
verify the employment authorization of TranServ Personnel; (c) that TranServ has verified the
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identity and employment eligibility of all TranServ Personnel in compliance with all applicable
laws; and (d) that TranServ is without knowledge of any fact that would render any TranServ
Personnel or TranServ Designee ineligible to legally work in the United States. TranServ further
acknowledges, agrees and warrants that any TranServ Designee shall be required to agree to
these same terms as a condition to being awarded any subcontract for such ITO Services.

16.2  Hazards and Training. TranServ shall furnish adequate numbers of trained, qualified, and
experienced TranServ Personnel suitable for performance of ITO Services. Such TranServ
Personnel shall be skilled and properly trained to perform ITO Services and recognize all hazards
associated with ITO Services. Without limiting the foregoing, TranServ shall participate in any
safety orientation or other of Company~’s familiarization initiatives related to safety and shall
strictly comply with any monitoring initiatives as determined by Company.

16.3  Drug and Alcohol. TranServ shall develop and strictly comply with any and all drug and
alcohol testing requirements as required by applicable laws. TranServ shall provide Company
with a copy of its drug and alcohol testing requirements.

16.4 NERC Reliability Standards. The following additional provisions shall apply to the
extent TranServ2’s performance of ITO Services requires physical or electronic access to areas or
assets which are located within physical security perimeters as defined by NERC>’s Reliability
Standards for the Bulk Electric Systems of North America (collectively, the “NERC Standards”),
including without limitation any Company data center or control center. In the event of
TranServ>’s non-compliance with the NERC Standards referenced in this Section 16.4, Company

shall notify TranServ in writing of the non-compliance and specify appropriate remedial actions.

16.4.1 Information Protection. Without compromising the confidentiality provisions in
Section 10, TranServ shall at all times comply with the Company>’s information
protection program(s) as defined by CIP-003, R4. Among the information protected by
this program are: (i) all operational procedures; (ii) lists of critical cyber assets; (iii)
network topology or similar diagrams; (iv) floor plans of computing centers that contain
critical cyber assets; (v) equipment layouts of critical cyber assets; (vi) disaster recovery
plans; (vii) incident response plans; and (viii) security configuration information.
TranServ shall protect this protected information from disclosure consistent with the
program.

16.4.2 Access Revocation. TranServ shall immediately advise appropriate Company-’s
management if any TranServ Personnel or TranServ Designees who have key card access
to a Company restricted area or electronic access to a protected system no longer require
such access.

16.4.3 Training. If any TranServ Personnel require key card access to a Company
restricted area or electronic access to a protected system, TranServ shall ensure that such
personnel complete, and retake as requested, all necessary NERC training as requested by
Company.

16.4.4 Personnel Risk Assessment. If any TranServ Personnel require key card access to
a Company restricted area or electronic access to a protected system, TranServ shall
ensure that Company receives necessary waivers and information from TranServ
Personnel to complete, and repeat as necessary, such background checks as requested by
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Company.

16.4.5 Continuing Obligations. TranServ further acknowledges that its compliance with
the NERC Standards referenced in this Section 16.4 is a continuing obligation during and
after the Term. Upon written notice to TranServ, Company shall have the absolute right

| to audit and inspect any and all information regarding TranServ>’s compliance with this
Section 16.4, and/or to require confirmation of the destruction of any documentation

| received from or regarding Company. TranServ is encouraged to contact Company-’s
Compliance Department pursuant to Section 16.5 to ensure TranServ understands and

complies with this Section 16.4.

16.5 Compliance Department. The Company has a Compliance Department. Should
TranServ have actual knowledge of violations of any of the herein stated policies of conduct in
this Section 16, or in standards of performance detailed in Section 1.3.1, or have a reasonable
basis to believe that such violations have occurred, whether by TranServ Personnel or a TranServ
Designee, TranServ has an affirmative obligation to immediately report, at least on an
anonymous basis, any such known violations to the Company-’s Office of Compliance in care of
Director, Compliance and Ethics, LG&E/KU Services, 220 West Main Street, Louisville,
Kentucky 40202.

16.6  Equal Employment Opportunity. To the extent applicable, TranServ shall comply with
all of the following provisions, which are incorporated herein by reference: (i) Equal Opportunity
regulations set forth in 41 C.F.R. § 60-1.4(a) and (c), prohibiting employment discrimination
against any employee or applicant because of race, color, religion, sex, or national origin; (ii)
Vietnam Era Veterans Readjustment Assistance Act regulations set forth in 41 C.F.R. § 60-250.4
relating to the employment and advancement of disabled veterans and Vietnam era veterans; (iii)
Rehabilitation Act regulations set forth in 41 C.F.R. § 60-741 .4 relating to the employment and
advancement of qualified disabled employees and applicants for employment; (iv) the clause
known as “Utilization of Small Business Concerns and Small Business Concerns Owned and
Controlled by Socially and Economically Disadvantaged Individuals” set forth in 15 USC §
637(d)(3); and (v) the subcontracting plan requirement set forth in 15 USC § 637(d).

Section 17 - Miscellaneous Provisions.

17.1  Governing Law. This Agreement and the rights and obligations of the Parties hereunder
shall be governed by and construed in accordance with the laws of the Commonwealth of
Kentucky, without giving effect to its conflicts of law rules.

17.2  Amendment. This Agreement shall not be varied or amended unless such variation or
amendment is agreed to by the Parties in writing and accepted by applicable Regulatory
Authorities. The Parties explicitly agree that neither Party shall unilaterally petition to FERC
pursuant to the provisions of Sections 205 or 206 of the Federal Power Act to amend this
Agreement or to request that FERC initiate its own proceeding to amend this Agreement.
Nothing in this Section 17.2 shall be construed to limit or affect any other rights that the Parties
may have as set forth in Section 8.4, the OATT or otherwise.

17.3  Liability of Affiliates. Any and all liabilities of Company and/or its Affiliates under this
Agreement shall be several but not joint.
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17.4  Publicity. TranServ shall not issue news releases, publicize or issue advertising
pertaining to ITO Services or this Agreement without first obtaining the written approval of
Company.

17.5 Assignment. Any assignment of this Agreement or any interest herein or delegation of all
or any portion of a Party>’s obligations, by operation of law or otherwise, by either Party without
the other Party’s prior written consent shall be void and of no effect; provided, however, that
consent will not be required for Company to assign this Agreement to an Affiliate or a successor
entity that acquires all or substantially all of the operational business assets of the assigning entity
whether by merger, consolidation, reorganization, sale, spin-off or foreclosure; provided, further,
that such Affiliate or successor entity (a) agrees to assume all obligations hereunder from and
after the date of such assignment and (b) has the legal authority and operational ability to satisfy
the obligations under this Agreement. As a condition to the effectiveness of such assignment (i)
the assignor shall promptly notify the other Party of such assignment, (ii) the Affiliate or
successor entity shall provide a confirmation to the other Party of its assumption of assignor’s
obligations hereunder, and (iii) assignor shall promptly reimburse the other Party, upon receipt of
an invoice, for any one-time incremental costs reasonably incurred as a result of such assignment.
For the avoidance of doubt, nothing herein shall preclude Company from transferring any or all
of its transmission facilities to another entity or disposing of or acquiring any other transmission
assets. Notwithstanding anything to the contrary contained in this Section 17.5, TranServ shall
be entitled to contract with one or more persons (each, an “TranServ Designee”) to perform only
those ITO Services which the OATT expressly provides for being performed by a “designee” of
TranServ (as opposed to TranServ or TranServ Personnel), provided that TranServ shall not be
relieved of any of its obligations, responsibilities or liabilities under this Agreement as a result of
contracting with one or more TranServ Designees in accordance with this Section 17.5 and shall
be responsible and liable for any ITO Services performed by TranServ Designees.

17.6  No Third Party Beneficiaries. Except as otherwise expressly provided in this Agreement,
this Agreement is made solely for the benefit of the Parties and their successors and permitted
assigns and no other person shall have any rights, interest or claims hereunder or otherwise be
entitled to any benefits under or on account of this Agreement as third party beneficiary or
otherwise.

17.7 Waivers. No waiver of any provision of this Agreement shall be effective unless it is
signed by the Party against which it is sought to be enforced. The delay or failure by either Party
to exercise or enforce any of its rights or remedies under this Agreement shall not constitute or be
deemed a waiver of that Party>’s right thereafter to enforce those rights or remedies, nor shall any
single or partial exercise of any such right or remedy preclude any other or further exercise
thereof or the exercise of any other right or remedy.

17.8  Enforcement of Rights. Each Party shall have the right to recover from the other Party all
expenses, including fees for and expenses of inside and/or outside counsel, arising out of the
other Party”’s breach of this Agreement or any other action to enforce or defend rights

hereunder.

17.9  Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
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otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of this
Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of the
remaining provisions of this Agreement. If any provision of this Agreement or the application
thereof to any person, entity or circumstance is held by a court or regulatory authority of
competent jurisdiction to be invalid, void or unenforceable, or if a modification or condition to
this Agreement is imposed by such court or regulatory authority, the Parties shall in good faith
negotiate such amendment or amendments to this Agreement as will restore the relative benefits
and obligations of the Parties immediately prior to such holding, modification or condition.

17.10 Remedies. No remedy conferred by any of the provisions of this Agreement is intended
to be exclusive of any other remedy available at law or equity or otherwise. The election of one
or more remedies shall not constitute a waiver of the right to pursue any other available remedies.

17.11 Representations and Warranties. Each Party represents and warrants to the other Party as
of the date hereof as follows:

17.11.1 Organization. It is duly organized, validly existing and in good standing
under the laws of the State in which it was organized, and has all the requisite power and
authority to own and operate its material assets and properties and to carry on its business
as now being conducted and as proposed to be conducted under this Agreement.

17.11.2 Authority. It has the requisite power and authority to execute and deliver
this Agreement and, subject to the procurement of applicable regulatory approvals, to
perform its obligations under this Agreement. The execution and delivery of this
Agreement by it and the performance of its obligations under this Agreement have been
duly authorized by all necessary corporate action required on its part.

17.11.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid and
binding obligation enforceable against it in accordance with its terms, except as the same
may be limited by bankruptcy, insolvency or other similar applicable laws affecting
creditors®’ rights generally, and by general principles of equity regardless of whether such

principles are considered in a proceeding at law or in equity.

17.11.4 Regulatory Approval. It has obtained or will obtain by the
Commencement Date, any and all approvals of, and acceptances for filing by, and has
given or will give any notices to, any applicable federal or state authority, including
FERC and the KPSC (as applicable), that are required for it to execute, deliver, and
perform its obligations under this Agreement.

17.11.5 No Litigation. There are no actions at law, suits in equity, proceedings, or
claims pending or, to its knowledge, threatened against it before or by any federal, state,
foreign or local court, tribunal, or governmental agency or authority that might materially
delay, prevent, or hinder the performance by such entity of its obligations hereunder.

17.11.6 No Violation or Breach. The execution, delivery and performance by it of
its obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
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reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material
agreement to which it is a party.

17.11.7 No Other Warranties. EXCEPT AS PROVIDED IN THIS
AGREEMENT, TRANSERV MAKES NO OTHER WARRANTIES OF ANY KIND,
EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.

17.12 Further Assurances. Each Party agrees that it shall execute and deliver such further
instruments, provide all information, and take or forbear such further acts and things as may be
reasonably required or useful to carry out the purpose of this Agreement and are not inconsistent
with the provisions of this Agreement.

17.13 Entire Agreement. This Agreement and the Attachments hereto set forth the entire
agreement between the Parties with respect to the subject matter hereof, and supersede all prior
agreements, whether oral or written, related to the subject matter of this Agreement. The terms
of this Agreement and the Attachments hereto are controlling, and no parole or extrinsic
evidence, including to prior drafts and drafts exchanged with any third parties, shall be used to
vary, contradict or interpret the express terms and conditions of this Agreement.

17.14 Good Faith Efforts. Each Party agrees that it shall in good faith take all reasonable
actions necessary to permit it and the other Party to fulfill their obligations under this Agreement.
Where the consent, agreement or approval of any Party must be obtained hereunder, such
consent, agreement or approval shall not be unreasonably withheld, delayed or conditioned.
Where a Party is required or permitted to act, or omit to act, based on its opinion or judgment,
such opinion or judgment shall not be unreasonably exercised, other than where expressly
provided for herein. To the extent that the jurisdiction of any federal or state authority applies to
any part of this Agreement or the transactions or actions covered by this Agreement, each Party
shall cooperate with the other Party to secure any necessary or desirable approval or acceptance
of such authorities of such part of this Agreement or such transactions or actions.

17.15 Time of the Essence. With respect to all duties, obligations and rights of the Parties
specified by Regulatory Authorities, time shall be of the essence in this Agreement.

17.16 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.16.1 all defined terms in the singular shall have the same meaning when
used in the plural and vice versa;

17.16.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this entire
Agreement and not to any particular Section, Attachment or any other subdivision of this
Agreement;

17.16.3 references to “Section” or “Appendix” refer to this Agreement, unless

specified otherwise;

17.16.4 references to any law, statute, rule, regulation, notification or statutory
provision shall be construed as a reference to the same as it applies to this Agreement and

Page 27 of 47



Rebuttal Exhibit LEB-3
Page 162 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

may have been, or may from time to time be, amended, modified or re-enacted;

99 ¢e

17.16.5 references to “includes,” “including” and similar phrases shall mean
“including, without limitation;”

17.16.6 the captions, section numbers and headings in this Agreement are included
for convenience of reference only and shall not in any way affect the meaning or
interpretation of this Agreement;

17.16.7 “or” may not be mutually exclusive, and can be construed to mean “and”
where the context requires there to be a multiple rather than an alternative obligation; and

17.16.8 references to a particular entity include such entity>’s successors and
assigns to the extent not prohibited by this Agreement.

17.17 Joint Effort. Preparation of this Agreement has been a joint effort of the Parties and the
resulting document shall not be construed more severely against one of the Parties than against
the other and no provision in this Agreement is to be interpreted for or against any Party because
that Party or its counsel drafted such provision. Each Party acknowledges that in executing this
Agreement it has relied solely on its own judgment, belief and knowledge, and such advice as it
may have received from its own counsel, and it has not been influenced by any representation or
statement made by the other Party or its counsel not contained in this Agreement.

17.18 Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed to be an original, but all of which together shall constitute one and the
same instrument, binding upon Company and TranServ, notwithstanding that Company and
TranServ may not have executed the same counterpart.
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The Parties have caused this Independent Transmission Organization Agreement to be executed
by their duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY/
KENTUCKY UTILITIES COMPANY

Name:
Title:
Date:

TRANSERYV INTERNATIONAL, INC.

Name:
Title:
Date:
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Appendix A

Louisville Gas and Electric

Company/

Kentucky Utilities Company

INDEPENDENT TRANSMISSION
ORGANIZATION

SERVICE SPECIFICATION
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5.2 Major Changes 1842
6. Reliability Coordination 1942
1. 4-Overview

This Appendix A is intended to be consistent with the terms and conditions of the
LG&E/KU Open Access Transmission Tariff (OATT), including Attachment P thereto. If there is
any conflict between this Appendix A and the OATT, the OATT shall govern. TranServ shall
perform its obligations under this Appendix A in accordance with Section 1.3.1 of this

Agreement.

The services delegated to TranServ include the administration of the LG&E/KU Open
Access Same-time Information System (OASIS), transmission service request evaluation
process, Available Transfer Capability (ATC)/ Available Flowgate Capability (AFC)
management, study queue administration, study performance, and stakeholder facilitation.
TranServ, as the ITO, will administer the OATT granting of service for both short and long-term
transmission requests, administer the large generator interconnection request queue, and
perform transmission studies. TranServ will facilitate the LG&E/KU long-term transmission

planning function and stakeholder processes.
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2. Definitions
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Company - Louisville Gas and Electric Company/Kentucky Utilities Company (LG&E/KU)

ITO - Independent Transmission Organization

ITO Services - The applicable functions to be performed as specified in the ITO

Agreement

RC - Reliability Coordinator

Service Interruption - A Service Interruption is the loss of Service function, under the

direct control of TRANSERV with no mutually agreed to work around provided within the

Service

Normal Business Hours - TranServ normal business hours are between the hours of
0700 and 1700 CT, Monday-Friday on days other than the holidays listed below:

1.

2.

New Year”s Day
Memorial Day
Independence Day
Labor Day
Thanksgiving

Day after Thanksgiving
Day before Christmas

Christmas Day
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3. Roles and Responsibilities for Providing ITO Services

3.1 TranServ

TranServ International, Inc. (TranServ) will provide services to LG&E/KU as the ITO.

The services that TranServ will provide include:

3.1.1 Customer Interface

Responsibility for operating and maintaining OASIS website and keeping it up-to-date
with Federal Energy Regulatory Commission (FERC) and North American Energy Standards
Board (NAESB) posting requirements, including all Order No. 890 posting requirements (such
as study performance metrics, Available Transfer Capability (ATC) calculations, etc.). This
includes establishing an interface for customers to submit service requests, and oversight and
evaluation of ATC values calculated using software procured from Open Access Technology
International, Inc. (OATI) and information from the RC. TranServ”s responsibilities and duties

in administering OASIS will include the following:

»o Performing the duties of a Responsible Party as defined in the Commission’s OASIS
regulations, 18 C.F.R. § 37.5 and FERC Order No. 676.

ee Posting information required to be on the Transmission Provider’s OASIS under the
Commission”’s OASIS regulations, 18 C.F.R. § 37.6 and FERC Order No. 676.

e Maintaining and retaining information posted on OASIS in accordance with the

Commission’’s regulations, including 18 C.F.R. Parts 37 and 125.

»e Establishing and maintaining queues for processing transmission service requests and

generator interconnection (Gl) requests.

»e Participating in the drafting and posting of Business Practices on the OASIS website,
including any FERC or NAESB-required Business Practices. Company shall have final

review, ownership, and approval for all Business Practices.

+e Participating in periodic reviews of, and providing expertise/comments on, the OATT.
Company retains final authority over the OATT”s content, including retaining the right

and responsibility to file changes to the OATT.

ee Participating in stakeholder meetings and/or conference calls as required. These

stakeholder meetings will include TranServ, Company, Customers (as appropriate) the
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| RC, and other entities as required, to address concerns regarding Company-'s system,

administration of the OATT, and related issues.

‘ ee Responsibility for coordinating with third-party transmission system owners and
operators as necessary to support customer service requests. This includes

coordinating the provision of any data from Company to the third-party system.
e Management of ATC/AFC Calculation and Posting.

ee |mplementation of certain aspects of the Congestion Management Process (CMP)
established by the Midcontinent Independent System Operator, Inc. (MISO), PJM
Interconnection LLC (PJM), and TVA.

+e Administration of request evaluations for LG&E/KU tariff service.
ee Processing of e-Tags as the transmission provider.

e Reviewing software changes requested from OATI, verifying and testing for proper

operations before OATI implements those changes.

3.1.2 Transmission Service and Generator Interconnection Requests and Studies

e Receive and process all applications for Point-to-Point, Network Integration

[
[ ]

Transmission Service (NITS), and for Gls.

[
[ ]

e For short-term Point-to-Point Transmission Service requests (i.e., where the request is
within the posted ATC horizon), evaluate and approve a request where the posted ATC
is sufficient for the requested transaction. If ATC is insufficient, TranServ shall propose
conditional service options to the customer in accordance with the OATT, or otherwise
deny the service. If the customer accepts conditional service options, TranServ will be

responsible for performing biennial reassessments, as provided under the OATT.

[
[ ]

e For long-term Point-to-Point Transmission Service requests, NITS, or Gl requests:

== Determine whether a System Impact Study (SIS) is necessary to accommodate

the request.

== Render all study agreements (SIS, Interconnection Feasibility Studies (IFS),

Facilities Study (FS), and Feasibility Analysis Studies (FAS)) to customers within
the timeframe provided in the OATT.

| == Perform the SIS or FAS in the timeframe provided in the OATT, including
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clustered SISs when requested by customers and/or Company.
== Perform the SIS or FAS using Company’’s planning criteria.

== For any study that TranServ performs that requires information from Company
(e.g., good faith construction estimates that are included in the SIS), request
such information from Company no less than ten (10) business days before the

expiration of the applicable study period.

== Complete study reports and post on OASIS within the timeframe required under
the OATT.

== Notify the Company and individual customers of completed study reports, and

alert the Company to initiate service agreements, if applicable.
== Receive customer deposits.

== Bill customers for SIS, IFS, FS, and FAS as required by the OATT, including

provision of an itemized bill for services if requested by a customer.

== Reimburse Company for any study costs incurred in contributing to the study and

render payment to any third-party vendors for work performed.

e Responsible for receiving and processing requests to designate or un-designate

Network Resources, as provided under the OATT.

ee If a customer requests a modification to its service, or if a customer assigns its

transmission service to a third-party who request modification to the service, process

those modification requests in accordance with the terms of the OATT.

‘ ee Track all study metrics, including data submittals, input validations, modifications, time

and costs associated to perform the study.

‘ ee Track the performance of all studies and alert Company if a FERC filing requirement or

penalty payment has been triggered due to late studies, as described under the OATT.

3.1.3 ATC Calculation

‘ ee Calculate ATC as provided for in Attachment C to the OATT. This includes receiving
initial AFC values from the RC, calculating final AFC values using the algorithms

included in Attachment C, and converting the AFC to ATC using OATI software.

e Post on OASIS the mathematical algorithms used to calculate firm and non-firm AFC.
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TranServ shall also post the results of the AFC calculations on OASIS.

®
L]

e Daily review of transmission service requests (TSRs) and eTag action and statistics.

[ d
[ ]

e Daily review of posted AFC/ATC information and investigation into any anomalies.

»e Review, observation, and validation of the Total Transfer Capability (TTC) development

process.

3.1.4 Interchange and Scheduling

[
[ ]

e As the Transmission Service Provider, responsible for the following activities:

== Confirm that each electronic schedule (e-Tag) has a confirmed transmission
service request.

== Approve the interchange schedules as the transmission service provider.

== Curtail electronic schedules if requested by the RC or Balancing Authority (BA).

== Monitor and validate the Net Scheduled Interchange (NSI), as processed by
OATI software, to ensure timely creation of the NSI data file with a syntactical

quality check on the data set.

3.1.5 Transmission Planning

»e TranServ will participate in Company”s transmission planning process as outlined in

Attachment K to the OATT, including the following activities:

== Review and approve Company-s long-term (generally one year and beyond)

plan for the reliability/adequacy of Company’s Transmission System.

== Review and approve Transmission System models (steady state, dynamics, and
short circuit).

== Develop alternatives to Planning Redispatch service.

== Notify impacted transmission entities of any planned transmission changes that

may influence their facilities.
== Participate with the SPC and associated SPC working groups, as required.

== Participate in the overall OATT Attachment K process as observer.
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== The Parties agree that the final annual transmission plan and decision of
whether/when to construct and expand the system rests with Company.

Both parties will communicate openly and in a timely manner; each will perform
their respective work; and both will continually work together to improve mutual
and individual processes in a joint effort to assure work is completed pursuant to
Company standards and deadlines.

3.1.6 Compliance

ee Establish and adhere to a “culture of compliance” for TranServ Personnel and TranServ

Designees consistent with FERC”s Policy Statement on Compliance, 125 FERC q

61,058 (2008) as may be supplemented or amended by further FERC orders. TranServ
shall take such reasonable steps requested by the Company in furtherance of such a

culture of compliance.

ee In accordance with Louisville Gas and Electric Company, 114 FERC §] 61,282 at P 152
(2006), provide FERC with semi-annual reports “detailing concerns expressed by
stakeholders and [ITO”s] response to those concerns as well as any issues or tariff

provisions that hinder [ITO] from performing its required duties” as requested.

e Maintain records and provide reports as required by the Kentucky Public Service
Commission (KPSC), OATT, Department of Energy (DOE), FERC, NERC, SERC
Reliability Corporation (SERC) or NAESB. Without limiting the foregoing, Company may

from time-to-time provide TranServ with specific direction as to records that Company
expects to support compliance efforts, and TranServ shall maintain such records as

directed.

‘ eo Assist Company, as requested by Company, in the preparation of applications, audit
materials, filings, reports or responses to any Regulatory Authority. Without limiting the
foregoing, this assistance may include from time-to-time preparation for (and
participation in, if appropriate) FERC or NERC audits and providing event analysis

| information for FERC, NERC or SERC. TranServ-'s support shall be provided in a time
frame reasonably requested by Company.

‘ e Monitor FERC, NERC, SERC, and NAESB activities for changes in standards or
compliance requirements that may require modification to the ITO Services or other
coordination with Company. To the extent possible, TranServ shall notify Company of
any proposed or pending modifications prior to their implementation. The Parties shall

work together to establish a work plan and timetable for implementation of any such
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changes. The Parties agree that all changes to ITO Services resulting from legal and
regulatory developments as well Company requests, shall be assessed using the

change order process detailed in Section 5 of this Appendix A.
3.2 Transmission Planner

TranServ will provide certain services to LG&E/KU, the Transmission Planner (TP). The

services include:

3.2.1 Customer Interface

e TranServ will participate in the drafting of Business Practices; including any FERC or
NAESB required Business Practices. Company shall have final review, ownership, and

approval for all Business Practices.

e TranServ will participate in periodic reviews of, and provide expertise/comments on the
OATT. Company retains final authority over the OATT=s content, including retaining the

right and responsibility to file changes to the OATT.

ee Responsible for planning, coordinating and holding regular stakeholder meetings and/or
conference calls. These stakeholder meetings will include TranServ, Company, and

the RC, and other entities as required, to address concerns regarding Company’s

system, administration of the OATT, and related issues. This activity includes (as
necessary) performing background checks for stakeholders who desire access to
Critical Energy Infrastructure Information (CEIl), preparing meeting materials, facilitating

the meeting, and preparing post-meeting minutes for posting on OASIS.

ee Responsible for coordinating with third-party transmission system owners and operators
as necessary to support customer service requests. This includes coordinating the

provision of any data from Company to the third-party system.
3.3 LG&E/KU

TranServ understands that Company has the following responsibilities in support of the

ITO Services under this Appendix A:

3.3.1 Customer Interface

‘ e Contracting for the OATI webOASISwebSmartOASIS service that meets FERC and

NAESB requirements.
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ee Contracting for the OATI webTrans service used to evaluate and take actions on

transmission service requests and e-Tags.

se Continuation of Agreement with the RC to provide necessary data for AFC/ATC

calculation and posting processes.
+e Final review, ownership, and approval for all Business Practices.

ee Final authority over the OATT”s content, including the right and responsibility to file
changes to the OATT.

ee Cooperate in the coordination with third-party systems as necessary to support

customer service requests. This includes coordinating the provision of any data from
Company to the third-party system.

3.3.2 Compliance

‘ e From time-to-time provide TranServ with specific direction as to records that Company
expects to support compliance efforts, TranServ shall maintain such records as directed
in order to provide reports as required by the KPSC, OATT, DOE, FERC, NERC, SERC
or NAESB.

‘ ee Respond to TranServ notifications of FERC, NERC, SERC, and NAESB activities for
changes in standards or compliance requirements that may require modification to the
ITO Services or other coordination with Company within requested response timelines.
Work together with ITO to establish a work plan and timetable for implementation of any
such changes. The Parties agree that all changes to ITO Services resulting from legal
and regulatory developments as well Company requests, shall be assessed using the

change order process detailed in Section 5 of this Appendix A.
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4. Customer Support

TranServ will provide support for Service 24-hours per day and 365-days per year by utilizing a
single point of contact support staff. During Normal Business Hours the support staff can be
contacted by telephone or by e-mail as outlined in published TranServ’’s ITO Support
Information. After Normal Business Hours support is achieved through telephone only.
TranServ will take all reasonable effort to ensure that reported problems or other Customer
support related events are responded to within 30-minutes of the event notification when ITO
Support Procedures are followed.

4.1 Problem Resolution

Problems or outages are reported to TranServ by following customer support processes. All
problems or questions are assigned a severity level by mutual agreement of the parties.
Problems which are considered Critical or High in severity should be reported to TranServ at
any time. Problems considered Medium or Low severity should be reported by phone during
business hours or by e-mail at any time. The severity level classifications are defined as

follows:

Critical - Problems or issues that are impacting business immediately or
impacting grid reliability and action is required prior to next business
day.

High - Problems orissues that affect a key functionality of Service component
and there is no work around available but immediate business or grid
reliability impact is not present.

Medium - Business processes are impacted, but satisfactory work around is in
place to avoid business interruptions.

Low - Customer inquiries or reported problems and issues that create

nuisances or inconveniences for the customer. Minimal or no business
impact is occurring.
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Ticket Resolution

Action

TranServ Responsibility

Time To Remedy

Correct a “Critical”’

severity Problem or
Issue

During normal business hours TranServ
will respond to reported Critical severity
problems and begin corrective action
immediately until either a satisfactory
work around is in place or problem is
resolved. Outside of normal business
hours TranServ will respond to reported
Critical severity problems within
30-minutes of notification. Escalation to
responsible TranServ senior
management will occur in all cases.

TranServ will work
continuously until
resolution is in place. This
may include a temporary
work around until a
permanent correction can
be implemented.
Performance goal is to
resolve all Critical
severity tickets within
4-hours.

Correct a “High”
severity Problem or
Issue

During normal business hours TranServ
will respond to reported High severity
problems and begin corrective action to
resolve with either a satisfactory work
around or problem resolution prior to
end of business day. Outside of normal
business hours TranServ will respond to
reported High severity problems within
30-minutes of notification. Escalation to
responsible TranServ senior
management will occur in all cases.

TranServ will provide an
initial problem analysis
update within 8-hours at
all times. This may
include a recommended
temporary work around
until a permanent
correction can be
implemented.
Performance goal is to
resolve all High severity
tickets within 24-hours.

Correct a “Medium”

severity Problem or
Issue

TranServ will schedule corrective action
jointly with Customer. Problems of
Medium severity should be reported by
telephone during business hours or by
e-mail at any time.

TranServ will provide an
initial problem analysis
update within 3-business
days of notification of
problem. An appropriate
action plan and resolution
schedule will be mutually
agreed to with the
Customer. Performance
goal is to resolve all
Medium severity tickets
by agreed to
commitment date.

Correct a “Low”
severity Problem or
Issue

TranServ will schedule corrective action
jointly with Customer. Problems of Low
severity should be reported by
telephone during business hours or by
e-mail at any time.

TranServ will provide an
initial problem analysis
update within 5-business
days. An appropriate
action plan and resolution
schedule will be mutually
agreed to with the
Customer. Performance
goal is to resolve all
Low severity tickets by
agreed to commitment
date.
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5. Service Modifications

From time to time Company may require a modification to an existing Service function. Such
modifications may be prompted by changes in regulatory compliance requirements, or by a
Company request. Minor modifications that require reasonably minimal resource commitment
from TranServ staff will be included within a reasonable time period at no cost to Company.
Modifications that may have more significant impact on Service design or will impact TranServ
staff resource commitments more than minimally will be discussed with Company and may in
some instances require additional payment by Company, or likewise, require a decrease in
payment by Company. Each of these change requests will be described in a written Change
Order. Each Change Order will be scheduled for implementation upon written agreement with
Company as to scope, cost and schedule.

5.1 Minor Changes

Any change to an existing Service function that does not have a significant impact on Service
design or require TranSeryv to staff or contract with additional personnel, if even for a brief
period of time, to prepare for and/or meet the requirements of the change (a “Minor Change”)
will be integrated into Company-’s Service at no cost to Company. A written Change Order will
be negotiated and executed between Company and TranServ prior to implementation of any
Minor Change.

5.2 Major Changes

Any change to an existing Service function that has a significant impact on Service design or
requires TranServ to staff additional_or fewer personnel, if even for a brief period of time, in
order to prepare for and/or meet the requirements of the change (a “Major Change”) will require
a written Change Order which must be negotiated and executed between Company and
TranServ prior to implementation of any Major Change.
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-6. Reliability Coordination

TranServ will be required to coordinate its operations with the LG&E/KU designated RC. The

RC is responsible for performing certain reliability related tasks for the LG&E/KU system,
| including acting as the NERC-registered Reliability Coordinator. The RC’s responsibilities are

detailed in the Reliability Coordinator Agreement and Attachment P to the LG&E/KU OATT.
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FERC rendition of the electronically filed tariff records in Docket No. ER17-00850-000
Filing Data:

CID: C000553

Filing Title: ITO Agreement 2017-2022 Att. Q
Company Filing Identifier: 147

Type of Filing Code: 10

Associated Filing |dentifier:

Tariff Title: Transmission

Tariff ID: 3

Payment Confirmation:

Suspension Motion:

Tariff Record Data:

Record Content Description, Tariff Record Title, Record Version Number, Option Code:
Part V_ATTACH Q, Part V_ATTACH Q Agts btw TO and ITO and RC, 12.0.0, A

Record Narative Name:

Tariff Record ID: 70

Tariff Record Collation Value: 3155968 Tariff Record Parent Identifier: 2

Proposed Date: 2017-09-01

Priority Order: 1000000000

Record Change Type: CHANGE

Record Content Type: 1

Associated Filing Identifier:

ATTACHMENT Q

AGREEMENTS BETWEEN THE TRANSMISSION OWNER AND THE ITO
AND THE RELIABILITY COORDINATOR

Independent Transmission Organization
Agreement

Between

Louisville Gas and Electric Company/
Kentucky Utilities Company

And

TranServ International, Inc.
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Appendix A - Service Specification

INDEPENDENT TRANSMISSION ORGANIZATION AGREEMENT

This Independent Transmission Organization (“ITO”) Agreement (this “Agreement”) is entered
into on September 1, 2017, between Louisville Gas and Electric Company and Kentucky
Utilities Company, corporations organized pursuant to the laws of the Commonwealth of
Kentucky (collectively, “Company”), and TranServ International, Inc., an entity organized
pursuant to the laws of Delaware (“TranServ”). Company and TranServ may sometimes be
individually referred to herein as a “Party” and collectively as the “Parties.”

WHEREAS, Company owns, among other things, an integrated electric transmission system
(“Transmission System”), over which open access transmission service is provided to customers
in the Company’s Balancing Authority Area (as that term is defined by the North American
Electric Reliability Corporation (“NERC”));

WHEREAS, the Company has an Open Access Transmission Tariff (“OATT”) on file with the
Federal Energy Regulatory Commission (“FERC”)

WHEREAS, Company’s current contract with TranServ is scheduled to expire on August 31,
2017,

WHEREAS, Company desires that, upon expiration of the current contract, TranServ will
continue its work under this Agreement, as detailed herein;
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WHEREAS, Company remains the owner of its Transmission System and shall be the ultimate
provider of transmission services to Eligible Customers (as defined in the OATT), including the
sole authority to amend the OATT,;

WHEREAS, TranServ: (i) is independent from Company; (ii) possesses the necessary
competence and experience to perform the functions provided for hereunder; and (iii) is willing
to perform such functions under the terms and conditions agreed upon by the Parties as set forth
in this Agreement; and

WHEREAS, as part of Company’s goal to maintain independence in the operation of its
Transmission System in order to prevent any exercise of transmission market power, Company
entered into a Reliability Coordinator Agreement (the “Reliability Coordinator Agreement”) with
the Tennessee Valley Authority, NERC-certified reliability coordinator (the “Reliability
Coordinator”), pursuant to which the Reliability Coordinator provides to Company certain
required reliability functions.

NOW THEREFORE, in consideration of the mutual promises contained herein, and other good
and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the
Parties hereby agree as follows:

Section 1 -  Services to be Provided; Standards of Performance

1.1  Services. TranServ shall perform, or cause to be performed, the services described in
Appendix A hereto as well as any obligations expressly assigned to the ITO under the OATT
(“ITO Services”) during the Term in accordance with the terms and conditions of this
Agreement, subject to modification pursuant to Section 1.4 hereto.

1.2 Coordination with Reliability Coordinator. In conjunction with its performance of ITO
Services, TranServ shall coordinate and cooperate with the Reliability Coordinator in accordance
with the terms of the OATT and all NERC and SERC Reliability Corporation (“SERC”)
requirements. TranServ shall provide to the Reliability Coordinator, subject to the terms and
conditions of this Agreement, including TranServ’s obligations with respect to Confidential
Information in Section 10, any information that the Reliability Coordinator may reasonably
request in order to carry out its functions under the Reliability Coordinator Agreement, which
agreement is included in the OATT.

1.3 TranServ Performance; Compliance.

1.3.1 Performance. TranServ, TranServ Personnel and any TranServ Designee (as
defined in Section 17.5) shall perform TranServ’s obligations (including ITO Services)
under this Agreement:

@ in an independent, fair, and nondiscriminatory manner; and

(b) in accordance with:
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() any of the practices, methods and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time period,
or any of the practices, methods and acts which, in the exercise of reasonable judgment in light
of the facts known at the time the decision was made, could have been expected to accomplish
the desired result at a reasonable cost consistent with good business practices, reliability, safety
and expedition (“Good Utility Practice”). Good Utility Practice is not intended to be limited to
the optimum practice, method, or act to the exclusion of all others, but rather to be acceptable
practices, methods, or acts generally accepted in the region, including those practices required by
Federal Power Act Section 2 14(a)(4);

(i) the terms and conditions of the OATT;

(i) all applicable laws and the requirements of federal and state
regulatory authorities, including the Kentucky Public Service Commission (“KPSC”),
Department of Energy (“DOE”), FERC, NERC, SERC, and the North American Electric
Standards Board (“NAESB”) (collectively, “Regulatory Authorities™); and in fulfilling this
requirement in this subsection (iii), TranServ will cooperate with all reasonable requests by
Company for information, interviews with TranServ personnel, or other support that may be
needed to investigate possible FERC, NERC or other compliance violations or prepare for or
respond to compliance-related audits, self-certifications, and other inquiries by Regulatory
Authorities (whether internal or external); and

(iv)  any methodologies, processes, or procedures relating to
ITO Services which Company may develop and which Company determines are necessary or
appropriate to ensure safe and reliable system operations and compliance with all applicable laws
and the applicable requirements of Regulatory Authorities.

1.4  Changes to ITO Services. The Parties agree that all changes to ITO Services resulting
from legal and regulatory developments, as well as Company requests, shall be assessed using a
change order process. This process will include a written assessment of impacts to ITO Services
consistent with Section 5 of Appendix A. Changes will be implemented only after mutual
execution of a change document, which may be titled a Change Order or an Amendment. If the
Parties are unable to agree on whether a change constitutes a “Minor Change,” or a “Major
Change,” as those terms are used in Section 5 of Appendix A, such Dispute shall be resolved in
accordance with Section 3.6.

Section 2-  Independence and Standards of Conduct

2.1  TranServ Personnel. All ITO Services shall be performed by staff members of TranServ
(“TranServ Personnel”) or TranServ Designees. No TranServ Personnel or TranServ Designee
shall also be employed by Company or any of its Affiliates (as defined in FERC’s regulations, 18
C.F.R. 8§ 35.34(b)(3) (2011)). TranServ, TranServ Employees, and TranServ Designees shall (i)
be Independent of and (ii) shall not discriminate against Company, any of its Affiliates, or any
Tariff Participant. For purposes of this Agreement: (a) “Independent” shall mean that TranServ,
TranServ Personnel, and any TranServ Designees are not subject to the control of Company, its
Affiliates or any Tariff Participant, and have full decision-making authority to perform all ITO
Services in accordance with the provisions of this Agreement. Any TranServ Personnel or
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TranServ Designee owning securities in Company, its Affiliates or any Tariff Participant shall
divest such securities within six (6) months of first being assigned to perform such ITO Services,
provided that nothing in this Section 2.1 shall be interpreted or construed to preclude any such
TranServ Personnel or TranServ Designee from indirectly owning securities issued by Company,
its Affiliates or any Tariff Participant through a mutual fund or similar arrangement (other than a
fund or arrangement specifically targeted toward the electric industry or the electric utility
industry or any segment thereof) under which the TranServ Personnel or the TranServ Designee
does not control the purchase or sale of such securities. Participation by any TranServ
Personnel or TranServ Designee in a pension plan of Company, its Affiliates or any Tariff
Participant shall not be deemed to be a direct financial interest if the plan is a defined-benefit
plan that does not involve the TranServ Personnel’s or TranServ Designee’s ownership of the
securities; and (b) “Tariff Participant” shall mean Company Transmission System customers,
interconnection customers, wholesale customers, affected transmission providers, any Market
Participant (as defined in FERC’s regulations, 18 C.F.R. 8§ 35.34(b)(2) (2011)) and similarly
qualified third parties within the Company Balancing Authority Area. For the avoidance of
doubt, Company shall have no veto authority over the selection of TranServ Personnel or
TranServ Personnel matters, including TranServ’s appointment of a TranServ Project Manager
(as provided in Section 8.2) except that the Company and TranServ hereby agree that TranServ
shall be prohibited from hiring current or former Company employees until at least one (1) year
subsequent to the Company employee’s separation from Company. Likewise, Company is
prohibited from hiring current or former TranServ employees until one (1) year subsequent to the
TranServ employee’s separation from TranServ.

2.2  Standards of Conduct Treatment. All TranServ Personnel and TranServ Designees
performing work under this Contract shall be treated, for purposes of the FERC’s Standards of
Conduct (18 C.F.R. Part 358 ), as transmission function employees. All restrictions relating to
information sharing and other relationships between marketing function employees and
transmission function employees, as those terms are defined in the Standards of Conduct,
including the non-discrimination requirements contained therein, shall apply to TranServ
Personnel and TranServ Designees performing work under this Contract, or likely to become
privy to transmission function information. Said TranServ Personnel and TranServ Designees
shall participate in any Standards of Conduct training that the Company may request for
compliance purposes. TranServ shall provide prompt notice of new TranServ Personnel or
TranServ Designees to Company to assure new persons are trained within the first thirty (30)
days of their employment with TranServ.

Section 3-  Compensation; Billing and Payment; Performance Review

3.1  Compensation for Services. Company shall pay to TranServ an annual fee for
performance of the ITO Services (“Annual Fee”). The Annual Fee (subject to increases or
decreases in accordance with Section 5 of Appendix A) shall be $2,479,543.56 for the first
Contract Year and shall escalate by one and five/tenths percent (1.5%) of the prior year’s
Annual Fee for each Contract Year thereafter.

3.2 Out-of-Pocket Costs. Company shall reimburse TranServ for actual out-of-pocket third
party costs and expenses, without markup, for (a) regulatory legal support that is reasonably
allocable to TranServ’s performance of ITO Services, provided that in no event shall Company
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reimburse TranServ for legal fees associated with any actual or potential Dispute under this
Agreement, (b) travel and lodging that are reasonably allocable to TranServ’s performance of
ITO Services and (c) setting up regular stakeholder meetings (collectively, (a), (b) and (c) are
“Qut-of-Pocket Costs™); provided, however, that all Out-of-Pocket Costs subject to
reimbursement under this Section 3.2 must be reviewed and approved by Company prior to
TranServ incurring such expense.

3.3 Payment.

3.4.1 Monthly Payment. TranServ shall deliver to Company monthly invoices by
regular mail, facsimile, electronic mail or such other means as the Parties agree. Such
invoices shall set forth (i) one-twelfth (1/12) of the Annual Fee for each month in
advance, and (ii) any Out-of-Pocket costs incurred during the previous month, provided
however, that travel expenses occurring on the last three (3) days of each month may be
carried over to future invoices for ease of administration. Company shall make payment
of the amount invoiced by wire transfer in immediately available funds to an account
specified by TranServ not later than the thirtieth (30™) day after receipt of the invoice,
unless such day is not a business day, in which case on the next business day. All such
payments shall be deemed made when said wire transfer is received by TranServ.
Overdue payments shall accrue interest calculated at the FERC interest rate as defined in
18 C.F.R. §35.19a(2)(iii)(A) (2011) (“FERC Interest Rate™).

34 Annual Review.

3.4.1 Annual Review. Commencing at the end of each Contract Year, no later than
sixty (60) days after the end of each Contract Year, TranServ shall determine and deliver
to Company a calculation of TranServ’s actual labor in providing ITO Services for the
preceding Contract Year (“Annual Labor”). The Annual Labor calculation shall detail
the job title and number of full-time employees assigned to ITO Services, and the number
of hours spent in performing ITO Services. The Annual Labor shall also include the
hours for any tasks which TranServ outsourced to TranServ Designees.

3.5  Compensation Disputes. Notwithstanding the Dispute resolution provisions in Section
8.3, for any Disputes concerning compensation under this Section 3, Company shall timely file
notice of such Dispute with FERC and request that FERC resolve such Dispute. TranServ
retains the authority to file notice with FERC of any such Dispute if it so desires. If either Party
in good faith disputes any invoice submitted by the other Party pursuant to this Agreement, then
the disputing Party (i) shall timely pay the other Party the entire invoiced amount and (ii) shall
furnish the other Party with a written explanation specifying the amount of and the basis for the
Dispute. Within twenty (20) days after resolution of such Dispute, the Party owing money shall
pay the other Party the amount owed, if any, together with interest calculated at the FERC
Interest Rate.

Section4 -  Term and Termination

4.1  Term. The initial term of this Agreement shall begin on September 1, 2017
(*Commencement Date”), and shall continue for five (5) years thereafter (“Initial Term”). At
the conclusion of the Initial Term, this Agreement shall automatically extend for successive one
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(1) year terms (each a “Subsequent Term”), unless terminated by either Party in accordance with
the terms of this Agreement. Three hundred and sixty (360) days prior to the conclusion of the
Initial Term either Party may notify the other, in writing, of a desire to amend terms or pricing of
this Agreement for the Subsequent Terms. If such amendment is not agreed upon by both parties
180 days prior to the beginning of the first Subsequent Term, the Amendment shall not
automatically extend and will terminate on the later of i) the conclusion of the Initial Term, as
defined above, or ii) receipt of the regulatory approvals required under Section 4.5. The Initial
Term or any Subsequent Terms are each referred to herein as a “Term.” For the purposes of this
Agreement, a “Contract Year” shall begin on the Commencement Date or anniversary thereof
and conclude twelve (12) months thereafter.

4.2  Termination by Either Party. This Agreement may be terminated by either Party at the
end of a Term upon prior one hundred eighty (180) days written notice to the other Party, which
termination shall be effective upon the later of (i) one hundred eighty (180) days after the date of
such written notice, or (ii) receipt of the regulatory approvals required under Section 4.5.

4.3 Immediate Termination.

4.3.1 Termination for Cause. Subject to Section 4.5, either Party may terminate this
Agreement upon prior written notice thereof to the other Party if:

@) Material Failure or Default. The other Party fails, in any material respect,
to comply with, observe or perform, or defaults, in any material respect, in the
performance of the terms and conditions of this Agreement, and such failure or
default remains uncured for thirty (30) days after written notice thereof, provided
that such failure or default is susceptible to cure and the other Party is exercising
reasonable diligence to cure such failure or default;

(b) Pattern of Failure. It determines, in its reasonable discretion, that there
has been a pattern of failure by the other Party to comply with the standards of
performance set forth in Section 1.3.1, whether or not such failure is material;

(c) Gross Negligence, Willful Misconduct or Fraud. The other Party
commits gross negligence, willful misconduct or fraud in the performance of its
obligations under this Agreement;

(d) Material Misrepresentation. Any representation made by the other Party

hereunder shall be false or incorrect in any material respect when made and such

misrepresentation is not cured within thirty (30) days of such discovery or written
notice thereof, or is incapable of cure;

(e) Bankruptcy. The other Party: (i) files a petition or otherwise commences,
authorizes or acquiesces in the commencement of a proceeding or cause of action
under any bankruptcy, insolvency, reorganization or similar law, or has any such
petition filed or commenced against it; (ii) makes an assignment or any general
arrangement for the benefit of creditors; (iii) otherwise becomes bankrupt or
insolvent (however evidenced); (iv) has a liquidator, administrator, receiver,
trustee, conservator or similar official appointed with respect to it or any
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substantial portion of its property or assets; or (v) is generally unable to pay its
debts as they fall due; or

() Dissolution. The other Party dissolves or is dissolved or its legal
existence is otherwise terminated.

4.3.2 Immediate Termination Not For Cause. Subject to Section 4.5, Company may
terminate this Agreement upon thirty (30) days prior written notice thereof to TranServ
if:

@ Failure to Negotiate Amendment. The Parties are unsuccessful in
negotiating an amendment or amendments to this Agreement pursuant to Section
17.9;

(b) Regulatory Changes/Modifications. A Regulatory Authority makes any
material changes, modifications, additions, or deletions to this Agreement, unless
both Parties agree to such changes, modifications, additions, or deletions;

(©) Failure to Receive Regulatory Approval. Prior to the Commencement
Date, FERC rejects this Agreement or Company’s selection of TranServ as the
ITO;

(d) RTO. Company joins a regional transmission organization (“RTQO”);or

(e) Extended Force Majeure. A Party is excused because of Force Majeure
(as defined in Section 11) for more than thirty (30) days from performing any of
its material obligations under this Agreement.

4.4  Termination for Lack of Independence. Subject to Section 4.5, Company may terminate
this Agreement upon prior written notice thereof to TranServ if FERC or the KPSC issues a final
order that declares that TranServ lacks independence from Company and TranServ cannot obtain
independence in a reasonable manner or time period.

4.5 Regulatory Approval. No termination of this Agreement shall be effective until
approved by FERC and the KPSC. Notice of termination provided pursuant to Sections 4.3 and
4.4 shall become effective immediately upon approval by FERC and the KPSC.

4.6 Return of Materials. Upon any termination of this Agreement TranServ shall timely and
in an orderly manner turn over to Company all materials that were prepared or developed
pursuant to this Agreement prior to termination, and return or destroy, at the option of Company,
all Data and other information supplied by Company to TranServ or created by TranServ on
behalf of Company.

4.7  Survival. All provisions of this Agreement which are by their nature or terms intended
to survive the termination of this Agreement, including the obligations set forth in Section 7 and
Section 10, shall survive termination of this Agreement.

4.8 Compensation for Early Termination.
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4.8.1 If Company terminates this Agreement before the end of a Term pursuant to
Section 4.3.2 (a), (b), (d) or (e), then Company shall pay to TranServ the Annual Fee(s)
through the longer of the end of the Contract Year or for six (6) months subsequent to the
date of termination, which fees shall be accelerated hereunder for this purpose, plus any
unpaid Out-of-Pocket Costs that TranServ has incurred through the date of any such
termination. In the event that this Section 4.8.1 should trigger an acceleration of Annual
Fee(s) that would otherwise span multiple years, such fees paid by Company to TranServ
shall not include any escalation of one and five/tenths percent (1.5%) as described in
Section 3.1 that had not yet been previously applied to the Annual Fee(s).

4.8.2 If Company terminates this agreement before the end of the Term, and such
termination is for cause pursuant to Section 4.3.1, then Company shall only be liable for
TranServ’s Out-of-Pocket Costs incurred pursuant to contracts which extend beyond any
early termination date.

4.9 Post-Termination Services. Commencing on the date that any termination becomes
effective (“Termination Date”) and continuing for up to one hundred eighty (180) days
thereafter, TranServ shall (a) provide ITO Services (and any replacements thereof or
substitutions therefor), to the extent Company requests such ITO Services to be performed, and
(b) cooperate with Company in the transfer of ITO Services (collectively, the “Post-Termination
Services”) as such services are authorized under a separate agreement between the Parties.
TranServ shall, upon Company’s request, provide the Post-Termination Services at a cost to be
negotiated and mutually agreed to at that time. The quality and level of performance of ITO
Services by TranServ shall not diminish. After the expiration of the Post-Termination Services,
TranServ shall answer questions from Company regarding ITO Services on an “as needed” basis
at TranServ’s then-standard billing rates.

4.10 Termination for Guarantee Termination. A guaranty with Open Access Technology
International, Inc., in favor of Company and with TranServ as a counterparty was executed
(November 29, 2016) (hereinafter “the Guaranty”). Subject to Section 4.5, Company may
terminate this Agreement if the Guaranty is terminated and TranServ does not provide a
replacement Guaranty determined, by Company, to be satisfactory.

Section5-  Data Management and Intellectual Property

5.1  Supply of Data. During the Term, Company shall supply to TranServ, and/or grant
TranServ access to all Data that TranServ requests and that TranServ believes is necessary to
perform its duties and obligations under this Agreement, including ITO Services. The Parties
shall agree upon the initial format and manner in which such Data shall be provided. For
purposes of this Agreement, “Data” means all information, text, drawings, diagrams, models,
images or sounds which are embodied in any electronic or tangible medium and which (a) are
supplied or in respect of which access is granted to TranServ by Company under this Agreement,
which shall be Company’s Data, (b) are prepared, stored or transmitted by TranServ solely on
behalf of Company, which shall be Company’s Data; or (c) are compiled by TranServ by
aggregating Data owned by Company and Data owned by third parties, which shall be
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TranServ’s Data.

5.2  Property of Each Party. Each Party acknowledges that the other Party’s Data and the
other Party’s software, base data models and operating procedures for software or base data
models (“Processes”) are the property of such other Party and agrees that it will do nothing
inconsistent with such ownership, including preserving all intellectual property and/or
proprietary rights in such other Party’s Data and Processes as provided in Section 6.

5.3  Data Integrity. Each Party shall reasonably assist the other Party in establishing
measures to preserve the integrity and prevent any corruption or loss of Data, and the Parties
shall reasonably assist each other in the recovery of any corrupted or lost Data. Each Party shall
reasonably retain and preserve any of the other Party’s Essential Data that are supplied to it
during the Term. “Essential Data” means any Data that is reasonably required to perform ITO
Services under this Agreement and that must be retained and preserved according to any
applicable law, regulation, reliability criteria, or Good Utility Practice. Each Party shall
exercise commercially reasonable efforts to preserve the integrity of the other Party’s Data that
are supplied to it during the Term, in order to prevent any corruption or loss of the other Party’s
Data.

5.4  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 -  Intellectual Property.

6.1  Ownership. All inventions, discoveries, processes, methods, designs, drawings,
blueprints, information, works of authorship, or the like, whether or not patentable or
copyrightable (collectively, “Intellectual Property””), which TranServ first conceives, develops,
or begins to develop, either alone or in conjunction with Company or others, with respect to ITO
Services under this Agreement, shall be jointly owned by Company and TranServ, and each
party shall have the right to use such intellectual property unless specifically otherwise specified
on a change document hereunder.

6.2  Royalties and License Fees. Unless the Parties otherwise agree in writing, TranServ
shall procure and pay all royalties and license fees which may be payable on account of ITO
Services or any part thereof. In case any part of ITO Services is held in any suit to constitute
infringement and its use is enjoined, TranServ within a reasonable time shall, at the election of
Company and as Company’s exclusive remedy hereunder, either (a) secure for Company the
perpetual right to continue the use of such part of ITO Services by procuring for Company a
royalty-free license or such other permission as will enable TranServ to secure the suspension of
any injunction, or (b) replace at TranServ’s own expense such part of ITO Services with a
non-infringing part or modify it so that it becomes non-infringing (in either case with changes in
functionality that are acceptable to Company).

Section 7-  Indemnification and Limitation of Liability

7.1  Company Indemnification. Subject to the limitations specified in Section 7.6, Company
shall indemnify, release, defend, reimburse and hold harmless TranServ and its directors,
officers, employees, principals, representatives and agents (collectively, the “TranServ
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Indemnified Parties”) from and against any and all third party claims (including claims of bodily
injury or death of any person or damage to real and/or tangible personal property), demands,
liabilities, losses, causes of action, awards, fines, penalties, litigation, administrative proceedings
and investigations, costs and expenses, and attorney fees, (each, an “Indemnifiable L 0ss™)
asserted against or incurred by any of the TranServ Indemnified Parties arising out of, resulting
from or based upon TranServ performing its obligations pursuant to this Agreement, provided,
however, that in no event shall Company be obligated to indemnify, release, defend, reimburse
or hold harmless the TranServ Indemnified Parties from and against any Indemnified Loss which
is caused by the negligence, the gross negligence or willful misconduct of any TranServ
Indemnified Party.

7.2 TranServ Indemnification. Subject to the limitations specified in Section 7.6, TranServ
shall indemnify, release, defend, reimburse and hold harmless Company and its directors,
officers, employees, principals, representatives and agents (collectively, the “Company
Indemnified Parties”) from and against any and all Indemnifiable Losses asserted against or
incurred by any of the Company Indemnified Parties arising out of, resulting from or based upon
TranServ’s or a TranServ Designee’s negligence, gross negligence, or willful misconduct,
provided, however, that in no event shall TranServ be obligated to indemnify, release, defend,
reimburse or hold harmless any Company Indemnified Parties from and against any Indemnified
Loss which is caused by the negligence, gross negligence or willful misconduct of any Company
Indemnified Party.

7.3 Regulatory Indemnification. Subject to the limitations specified in Section 7.6,
TranServ shall indemnify, release, defend, reimburse and hold harmless any Company
Indemnified Parties from and against all regulatory penalties and sanctions (including penalties
or sanctions levied by a Regulatory Authority) arising out of, resulting from or based upon
TranServ breach of this Agreement, specifically including Section 1.3.1 hereto, provided,
however, that in no event shall TranServ be obligated to indemnify, release, defend, reimburse or
hold harmless any Company Indemnified Parties from and against any penalty or sanction which
is caused by the gross negligence or willful misconduct of any Company Indemnified Party.

7.4  Cooperation Regarding Claims. If an Indemnified Party (which for purposes of this
Section 7.4 shall mean an TranServ Indemnified Party or a Company Indemnified Party) receives
notice or has knowledge of any Indemnifiable Loss that may result in a claim for indemnification
by such Indemnified Party against an Indemnifying Party (which for purposes of this Section 7.4
shall mean Company or TranServ) pursuant to this Section 7, such Indemnified Party shall as
promptly as possible give the Indemnifying Party written notice of such Indemnifiable Loss,
including a reasonably detailed description of the facts and circumstances relating to such
Indemnifiable Loss, a complete copy of all notices, pleadings and other papers related thereto,
and in reasonable detail the basis for its claim for indemnification with respect thereto. Failure
to promptly give such written notice or to provide such information and documents shall not
relieve the Indemnifying Party from the obligation hereunder to respond to or defend the
Indemnified Party against such Indemnifiable Loss unless and only to the extent such failure
shall materially diminish the ability of the Indemnifying Party to respond to or to defend the
Indemnified Party against such Indemnifiable Loss. Except for indemnification for penalties
and sanctions under Section 7.3, the Indemnifying Party, upon its acknowledgment in writing of
its obligation to indemnify the Indemnified Party in accordance with this Section 7, shall be
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entitled to assume the defense or to represent the interest of the Indemnified Party with respect to
such Indemnifiable Loss, which shall include the right to select and direct legal counsel and other
consultants, appear in proceedings on behalf of such Indemnified Party and to propose, accept or
reject offers of settlement, all at its sole cost. If and to the extent that the defense or settlement
of any Indemnifiable Loss is reasonably likely to involve injunctive, equitable or prospective
relief or materially and adversely affect the Indemnified Party’s business or operations other than
as a result of money damages or other money payments assumed by the Indemnifying Party, then
such defense or settlement will be subject to the reasonable approval of the Indemnified Party.
Nothing herein shall prevent an Indemnified Party from retaining its own legal counsel and other
consultants and participating in its own defense at its own cost and expense.

7.5  Release and Indemnification Regarding Liens. TranServ hereby releases and/or waives
for itself and its successors in interest, and for all TranServ Designees and their successors in
interest, any and all claims or right of mechanics or any other type of lien to assert and/or file
upon Company’s or any other party’s property or any part thereof as a result of performing ITO
Services. TranServ shall execute and deliver to Company such documents as may be required by
applicable laws (i.e., partial and/or final waivers of liens and/or affidavits of indemnification) to
make this release effective and shall give all required notices to TranServ Designees with respect
to ensuring the effectiveness of the foregoing releases against those parties. TranServ shall
secure the removal of any lien that TranServ has agreed to release in this Section 7.5 within five
(5) working days of receipt of written notice from Company to remove such lien. If not timely
removed, Company may remove the lien and charge all costs and expenses including legal fees
(for inside and/or outside legal counsel) to TranServ including, without limitation, the costs of
bonding off such lien. Company, in its sole discretion, expressly reserves the right to off-set
and/or retain any reasonable amount due to TranServ from payment of any one or more of
TranServ’s invoices upon Company having actual knowledge of any threatened and/or filed liens
and/or encumbrances that may be asserted and/or filed by any TranServ Designee and/or third
party with respect to the ITO Services, with final payment being made by Company only upon
verification that such threatened and/or filed liens and/or encumbrances have been irrevocably
satisfied, settled, resolved and/or released (as applicable), and/or that any known payment
disputes concerning the ITO Services involving TranServ and any TranServ Designees have
been resolved so that no actions, liens and/or encumbrances of any kind or nature will be filed
against Company and/or Company’s property.

7.6 Limitation of Liability. Other than as provided in Section 7.3, neither Party shall be
liable to the other for any special, punitive, or consequential damages arising out of ITO
Services, even if advised of the possibility of such damages. Company agrees that ITO Services
are not consumer goods for purposes of international, U.S. Federal or U.S. state warranty laws.
Indemnification pursuant to Sections 7.1, 7.2, and 7.3, as well as any direct damages to Company
arising out of a material breach of this Agreement shall be limited in the aggregate to the total
amount of fees actually paid by Company to TranServ under this Agreement through the date
that any penalty or judgment is assessed.

Section 8-  Contract Managers; Dispute Resolution

8.1  Company Contract Manager. Company shall appoint an individual (the “Company
Contract Manager”) who shall serve as the primary Company representative under this
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Agreement. The Company Contract Manager shall (a) have overall responsibility for managing
and coordinating the performance of Company’s obligations under this Agreement, and (b) be
authorized to act for and on behalf of Company with respect to all matters relating to this
Agreement. Notwithstanding the foregoing, the Company Contract Manager may, upon written
notice to TranServ, delegate such of his or her responsibilities to other Company employees, as
the Company Contract Manager deems appropriate.

8.2  TranServ Project Manager. TranServ shall appoint, among TranServ Personnel, an
individual (the “TranServ Project Manager”) who shall serve as the primary TranServ
representative under this Agreement. The TranServ Project Manager shall have overall
responsibility for managing and coordinating the performance of TranServ obligations under this
Agreement. Notwithstanding the foregoing, the TranServ Project Manager may, upon written
notice to Company, delegate such of his or her responsibilities to other TranServ Personnel, as
the TranServ Project Manager deems appropriate.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties arising
out of or relating to this Agreement (each, a “Dispute”) shall be resolved in accordance with the
procedures set forth in this Section 8.3; provided, however, that this Section 8.3 shall not apply
to Disputes arising from or relating to (a) the amount of compensation to be paid by Company
pursuant to Section 3.1, which shall be resolved pursuant to Section 3.6, (b) confidentiality or
intellectual property rights, in which case either Party shall be free to seek available legal or
equitable remedies, or (c) alleged violations of the OATT, in which case either Party shall be
free to bring the Dispute to FERC.

8.3.1 Notice of Dispute. Each Party shall provide written notice to the other party of
any Dispute, including a description of the nature of the Dispute.

8.3.2 Dispute Resolution by Contract Managers. Any Dispute shall first be referred to
the Company Contract Manager and TranServ Project Manager, who shall negotiate in
good faith to resolve the Dispute.

8.3.3 Dispute Resolution by Executive Management Representatives. If the Dispute is
not resolved within fifteen (15) calendar days of being referred to the Company Contract
Manager and the TranServ Project Manager pursuant to Section 8.3.2, then each Party
shall have five (5) calendar days to appoint an executive management representative who
shall negotiate in good faith to resolve the Dispute.

8.3.4 Binding Arbitration. If the Dispute is not resolved within ten (10) calendar days
of being referred to executive management representatives, and the amount in dispute or
potential damages exceeds $250,000 USD, the Parties shall proceed in good faith to
submit immediately the matter to binding arbitration in accordance with the Commercial
Avrbitration Rules of the American Arbitration Association (“AAA”) as they may be
amended from time to time (the “Arbitration Rules™) subject to the following conditions:

@) The Parties shall give due consideration to using the Expedited Procedures under
the Arbitration Rules in any case in which no disclosed claim or counterclaim exceeds
$75,000, exclusive of interest and arbitration fees and costs.
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8.4

(b) The Parties agree that three arbitrators will be used. Each Party will directly
appoint one arbitrator of its choosing from a list of members from the National Roster (as
that term is used in the Arbitration Rules) provided by the AAA pursuant to R-12, within
ten (10) Days after receipt of such names. The two arbitrators so appointed shall select a
third arbitrator from the National Roster to serve as chairperson.

(©) “Baseball” arbitration (in which each Party presents a proposed award or
resolution and the actual award must be one of the two submitted), or close variants
thereof, shall not be used.

(d) The arbitrators have no authority to appoint or retain expert witnesses for any
purpose unless agreed to by the Parties.

(e) All arbitration fees and costs shall be borne equally, regardless of which Party
prevails.

()] Each Party shall bear its own costs of legal representation and witness expenses,
unless the arbitrator(s) determines that one Party should bear some or all of the costs of
legal representation and witness expenses of the other Party.

9) The Parties waive any right of appeal or recourse to any court except to compel
arbitration, to compel the appointment of arbitrators, to stay judicial proceedings pending
arbitration, for an injunction pending determination by the arbitrators, for disqualification
of arbitrators, for aid in furtherance of arbitration, to confirm the award, to enforce any
judgment confirming the award, or in circumstances of fraud or failure to disclose
information or documents required by the arbitrators.

(h) The decision or award of a majority of the arbitrators shall govern. The decision
or award of the arbitrators shall be final and binding upon the Parties to the same extent
and to the same degree as if the matter had been adjudicated by a court of competent
jurisdiction and shall be enforceable under the Federal Arbitration Act and applicable
states’ laws.

8.3.5 Rights and Remedies. If the Dispute is not resolved within ten (10) calendar
days of being referred to executive management representatives, and the amount in
dispute or potential damages does not exceed $250,000 USD, each Party is free to
pursue any rights or remedies it may have at law or equity.

Rights Under FPA Unaffected. Except as provided in Section 17.2 relating to the

variation or amendment of this Agreement, nothing in this Agreement is intended to limit or
abridge any rights that Company may have to file or make application before FERC under
Section 205 of the Federal Power Act to revise any rates, terms or conditions of the OATT.

8.5

Statute of Limitations; Continued Performance. The Parties agree to waive the

applicable statute of limitations during the period of time that the Parties are seeking to resolve a
Dispute pursuant to Section 8.3, and the statute of limitations shall be tolled for such period.

The Parties shall continue to perform their obligations under this Agreement during the
resolution of a Dispute.
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Section 9 - Insurance

9.1  TranServ’s Insurance Obligation. During the Term, TranServ shall provide and maintain,
and shall require TranServ Designees to provide and maintain, the following insurance (and,
except with regard to Workers” Compensation, naming Company as additional insured and
waiving rights of subrogation against Company and Company’s insurance carrier(s)), and
TranServ shall submit evidence of such coverage(s) of TranServ and any TranServ Designees to
Company prior to the start of ITO Services. Furthermore, TranServ shall notify Company, prior
to the commencement of ITO Services, of any threatened, pending and/or paid off claims to third
parties, individually or in the aggregate, which otherwise affects the availability of the limits of
such coverage(s) inuring to the benefit of Company as hereinafter specified:

9.1.1 Workers” Compensation and Employer’s Liability Policy, which shall include
provisions required by applicable law in the jurisdiction of location of workers.

9.1.2 Employer’s Liability (Coverage B) with limits of One Million Dollars
($1,000,000) Bodily Injury by Accident, each Accident, $1,000,000 Bodily Injury by
Disease, each Employee, and including:

€) a thirty (30) day cancellation clause; and
(b) broad form all states endorsement.

9.1.3 Commercial General Liability Policy, which shall have minimum limits of One
Million Dollars ($1,000,000) each occurrence; One Million Dollars ($1,000,000)
Products/Completed Operations Aggregate each occurrence; One Million Dollars
($1,000,000) Personal and Advertising Injury each occurrence, in all cases subject to
Two Million Dollars ($2,000,000) in the General Aggregate for all such claims, and
including:

(@) a thirty (30) day cancellation clause;

(b) Blanket Written Contractual Liability to the extent covered by the policy against
liability assumed by TranServ under this Agreement; and

() Broad Form Property Damage.

9.1.4 Commercial Automobile Liability Insurance covering the use of all owned,
non-owned, and hired automobiles, with a bodily injury, including death, and property
damage combined single minimum limit of One Million Dollars ($1,000,000) each
occurrence with respect to TranServ’s vehicles assigned to or used in performance of ITO
Services under this Agreement.

9.1.5 Umbrella/Excess Liability Insurance with minimum limits of Two Million Dollars
($2,000,000) per occurrence; Two Million Dollars ($2,000,000) aggregate, to apply to
employer’s liability, commercial general liability, and automobile liability.

9.1.6 To the extent applicable, if engineering or other professional services will be
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separately provided by TranServ as specified in Appendix A, then Professional Liability
Insurance with limits of Three Million Dollars ($3,000,000) per occurrence and Three
Million Dollars ($3,000,000) in the aggregate, which insurance shall be either on an
occurrence basis or on a claims made basis (with a retroactive date satisfactory to
Company).

9.2  Quality of Insurance Coverage. The above policies to be provided by TranServ shall be
written by insurance companies which are both licensed to do business in the state where ITO
Services will be performed and either satisfactory to Company or having a Best Rating of not
less than “A-". These policies shall not be materially changed or canceled except with thirty (30)
days written notice to Company from TranServ and the insurance carrier. Evidence of coverage,
notification of cancellation or other changes shall be mailed to: Attention: Manager, Supply
Chain, LG&E and KU Services Company, P.O. Box 32020, Louisville, Kentucky 40232.

9.3 Implication of Insurance. Company reserves the right to request and receive a summary
of coverage of any of the above policies or endorsements; however, Company shall not be
obligated to review any of TranServ’s certificates of insurance, insurance policies, or
endorsements, or to advise TranServ of any deficiencies in such documents. Any receipt of such
documents or their review by Company shall not relieve TranServ from or be deemed a waiver
of Company’s rights to insist on strict fulfillment of TranServ’s obligations under this
Agreement.

9.4  Other Notices. TranServ shall provide written notice of any accidents or claims in
connection with ITO Services or this Agreement to Company’s Manager, Risk Management at
LG&E and KU Services Company, P.O. Box 32030, Louisville, Kentucky 40232.

Section 10 - Confidentiality

10.1 Definition of Confidential Information. For purposes of this Agreement, “Confidential
Information” shall mean, in respect of each Party, all information and documentation of such
Party, whether disclosed to or accessed by the other Party in connection with this Agreement and
which is identified as Confidential Information, or which otherwise would be treated as
confidential by the recipient, including confidential information provided by third-parties;
provided, however, that the term “Confidential Information” shall not include information that:
(@) is independently developed by the recipient, as demonstrated by the recipient’s written
records, without violating the disclosing Party’s proprietary rights; (b) is or becomes publicly
known (other than through unauthorized disclosure); (c) is disclosed by the owner of such
information to a third party free of any obligation of confidentiality; (d) is already known by the
recipient at the time of disclosure, as demonstrated by the recipient’s written records, and the
recipient has no obligation of confidentiality other than pursuant to this Agreement or any
confidentiality agreements between the Parties entered into before the Commencement Date; or
(e) is rightfully received by a Party free of any obligation of confidentiality.

10.2  Protection of Confidential Information. All Confidential Information shall be held in
confidence by the recipient to the same extent and in at least the same manner as the recipient
protects its own Confidential Information, and such Confidential Information shall be used only
for purposes of performing obligations under this Agreement. Except as otherwise provided in
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Section 10.3, neither Party shall disclose, publish, release, transfer or otherwise make available
Confidential Information of, or obtained from, the other Party in any form to, or for the use or
benefit of, any person or entity without the owner of such information’s prior written consent.
Each Party shall be permitted to disclose relevant aspects of the other Party’s Confidential
Information to its officers, directors, agents, professional advisors, contractors, subcontractors
(including TranServ Designees) and employees and to the officers, directors, agents, professional
advisors, contractors, subcontractors and employees of its Affiliates (collectively,
“Representatives”), to the extent that such disclosure is reasonably necessary for the performance
of its duties and obligations or the determination, preservation or exercise of its rights and
remedies under this Agreement; provided, however, that the recipient shall take all reasonable
measures to ensure that Confidential Information is not disclosed or duplicated in contravention
of the provisions of this Agreement by such officers, directors, agents, professional advisors,
contractors, subcontractors and employees. Recipient agrees to be liable for the wrongful actions
of its Representatives under this Section 10.2. The obligations in this Section 10 shall not
restrict any disclosure pursuant to any Regulatory Authority if such release is necessary to
comply with valid laws, governmental regulations or final orders of regulatory bodies or courts;
provided that, other than in respect of disclosures pursuant to Section 10.3, the recipient shall
give prompt written notice to the disclosing Party in reasonable time to exercise whatever legal
rights the disclosing Party may have to prevent or limit such disclosure. Further, the recipient
shall cooperate with the disclosing Party in preventing or limiting such disclosure.

10.3  Regulatory Requests for Confidential Information. Notwithstanding anything in this
Section 10 to the contrary, if a Regulatory Authority or its staff, during the course of an
investigation or otherwise, requests Confidential Information from TranServ, TranServ shall
provide the requested Confidential Information to the requesting Regulatory Authority or its staff
within the time provided for in the request for information. In providing the Confidential
Information to a Regulatory Authority or its staff, TranServ shall, consistent with 18 C.F.R. §
388.112 (2011) or any other applicable confidentiality regulation, request that the Confidential
Information be treated as confidential and non-public by the Regulatory Authority and its staff
and that the information be withheld from public disclosure. TranServ shall notify Company
when it is notified by the Regulatory Authority or its staff that a request for public disclosure of,
or decision to publicly disclose, Confidential Information has been received, at which time either
TranServ or Company may respond before such Confidential Information is made public,
pursuant to 18 C.F.R. § 388.112 or the applicable confidentiality regulation.

Section 11 - Force Majeure.

11.1 Force Majeure. Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to an event which (i) is not reasonably foreseeable or within the
reasonable control of the Party claiming Force Majeure (the “Claiming Party”) or any Person
over which the Claiming Party has control, (ii) was not caused by the acts, omissions,
negligence, fault or delays of the Claiming Party or any person over whom the Claiming Party
has control, (iii) is not an act, event or condition the risks or consequences of which the Claiming
Party has expressly agreed to assume pursuant to this Agreement, and (iv) by the prompt exercise
of due diligence, the Claiming Party is unable to overcome or avoid or cause to be avoided
(collectively, (i) - (iv) are “Force Majeure”). Force Majeure shall include: acts of God; acts of the
public enemy, war, hostilities, invasion, insurrection, riot, civil disturbance, or order of any
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competent civil or military government; explosion or fire; strikes or lockouts or other industrial
action (excluding those of the Claiming Party unless such action is part of a wider industrial
dispute materially affecting other employers); labor or material shortage; malicious acts,
vandalism or sabotage; action or restraint by court order of any public or governmental authority
(so long as the Claiming Party has not applied for or assisted in the application for, and has
opposed where and to the extent reasonable, such government action). Neither Party shall be
considered in default as to any obligation under this Agreement if prevented from fulfilling the
obligation due to Force Majeure, except for the obligation to pay any amount when due,
provided that the Claiming Party:

11.1.1 gives prompt written notice to the other Party of the event or circumstance giving
rise to the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event or
circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its obligations
hereunder as soon as reasonably practicable, provided that the Claiming Party shall not be
obligated to take any steps that are not otherwise in accordance with Good Utility
Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations hereunder.
Section 12 - Reporting; Audit.

12.1 Requlatory Reporting.

12.1.1 TranServ shall have the authority to report in writing to FERC in respect of any
compensation-related Dispute that arises between TranServ and Company pursuant to
Section 3.6.

12.1.2 TranServ shall report in writing to FERC every six (6) months (commencing on
the six (6) month anniversary of the Commencement Date and every six (6) months
thereafter during the Term) in respect of (a) any concerns expressed by stakeholders and
TranServ’s response to same and (b) any issues or OATT provisions that hinder TranServ
from performing its duties and obligations under this Agreement and the OATT.

12.1.3 In addition to the reports provided for above, TranServ shall make such other
reports to Regulatory Authorities as may be required by applicable law and regulations or
as may be requested by such Regulatory Authorities.

12.2 Books and Records. TranServ shall maintain full and accurate books and records
pertinent to this Agreement, and TranServ shall maintain such books and records for a minimum
of five (5) years following the expiration or early termination of this Agreement or longer if
necessary to resolve a pending Dispute. Company will have the right, at reasonable times and
under reasonable conditions, to inspect and audit, or have an independent third party inspect and
audit, TranServ’s operations, books, and records (a) to ensure compliance with this Agreement,
including TranServ’s performance of ITO Services in accordance with Section 1.3.1, (b) to
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verify any cost claims or other amounts due hereunder, and (c) to validate TranServ’s internal
controls with respect to the performance of ITO Services. TranServ shall maintain an audit trail,
including all original transaction records and timekeeping records, of all financial and
non-financial transactions and activities resulting from or arising in connection with this
Agreement as may be necessary to enable Company or the independent third party, as applicable,
to perform the foregoing activities. Company shall be responsible for any costs and expenses
incurred in connection with any such inspection or audit, unless such inspection or audit
discovers that Company was charged inappropriate or incorrect costs and expenses, in which
case, TranServ shall be responsible for a percentage of the costs and expenses incurred in
connection with such inspection or audit equal to the percentage variance by which Company
was charged inappropriate or incorrect costs and expenses. TranServ shall provide reasonable
assistance necessary to enable Company or an independent third party, as applicable, to perform
the foregoing activities and shall not be entitled to charge Company for any such assistance.
Amounts incorrectly or inappropriately invoiced by TranServ to Company, whether discovered
prior to or subsequent to payment by Company, shall be adjusted or reimbursed to Company by
TranServ within twenty (20) days of notification by Company to TranServ of the error in the
invoice.

Section 13 - Independent Contractor

13.1 TranServ, in performing ITO Services, shall not act as an agent or employee of
Company, but shall be and act as an independent contractor and, except as established in Section
1.3.1, shall be free to perform ITO Services by such methods and in such manner as TranServ
may choose, doing everything necessary to perform such ITO Services properly and safely and
having supervision over and responsibility for the safety and actions of its employees and the
suitability of its equipment. TranServ Personnel and TranServ Designees shall not be deemed to
be employees and/or agents of Company. TranServ agrees that if any portion of ITO Services
are subcontracted to TranServ Designees, such TranServ Designees shall be bound by and
observe the conditions of this Agreement to the same extent as required of TranServ. In such
event, Company strongly encourages the use of Minority Business Enterprises, Women Business
Enterprises and Disadvantaged Business Enterprises, as defined under federal law and as
certified by a certifying agency that Company recognizes as proper.

13.2  Notwithstanding any provision in this Agreement to the contrary, unless approved in
writing by Company, TranServ shall not (and shall not permit any TranServ Personnel or
TranServ Designee to):

13.2.1 Sell, lease, pledge, mortgage, encumber, convey, or make any license, exchange
or other transfer, assignment or disposition of any property or assets of Company;

13.2.2 Enter into, amend, terminate, modify or supplement any contract or agreement
(including any labor or collective bargaining agreement) on behalf, or in the name, of
Company;

13.2.3 Except upon the approval of Company or pursuant to the direction of Company,
take any action that would, to TranServ’s knowledge: (a) invalidate any warranty that
runs to Company under any contract or agreement; or (b) release any person or entity
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from its obligations under any contract or agreement with Company;
13.2.4 Make any warranty or representation on behalf of Company;

13.2.5 Except as contemplated under Section 7.4, settle, compromise, assign, pledge,
transfer, release or consent to the compromise, assignment, pledge, transfer or release of
any claim, suit, debt, demand or judgment against or due by Company, or submit any
such claim, dispute or controversy to arbitration or judicial process, or stipulate in respect
thereof to a judgment, or consent to the same;

13.2.6 Pledge the credit of Company in any way in respect of any commitments for
which it has not received express written authorization from Company; or

13.2.7 Engage in any other transaction on behalf of Company not permitted under this
Agreement.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based on its net
income, employment taxes of its employees, taxes on any property it owns or leases, and sales,
use, gross receipts, excise, value-added or other transaction taxes. Sales and/or use taxes, that
become applicable to services performed within Minnesota, shall be added to TranServ fees and
compensation otherwise herein described.

Section 15 - Notices.

15.1 Notices. All notices, requests, consents and other communications required or permitted
hereunder shall be in writing, signed by the Party giving such notice or communication, and shall
be deemed given: (a) upon receipt, when mailed by U.S. certified mail, postage prepaid, return
receipt requested; or (b) upon the next business day, when sent by overnight delivery, postage
prepaid using a recognized courier service.

If to Company:

LG&E/KU

VP, Transmission
220 West Main St
PO Box 32010
Louisville, KY 40232

If to TranServ:

TranServ International, Inc.
Contracts Administration
3660 Technology Drive NE
Minneapolis, MN 55418
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15.2 Changes. Either Party may, from time to time, change the names, addresses, facsimile
numbers or other notice information set out in Section 15.1 by notice to the other Party in
accordance with the requirements of Section 15.1.

Section 16 - Personnel and Work Conditions; NERC Requirements.

16.1 Applicable Laws and Safety. TranServ agrees to protect TranServ Personnel and
TranServ Designees and be responsible for their performance of the ITO Services, and to protect
Company’s facilities, property, employees and third parties from damage or injury. TranServ
shall at all times be solely responsible for complying with any and all applicable laws and facility
rules relating to health and safety, in connection with ITO Services and for obtaining (but only as
approved by Company) all permits and approvals necessary to perform ITO Services. Without
limiting the foregoing, TranServ agrees to strictly abide by and observe all standards of the
Occupational Safety & Health Administration (“OSHA”) which are applicable to ITO Services,
as well as Company’s Contractor Code of Business Conduct and Company’s
Contractor/Subcontractor Safety Policy which are both hereby incorporated by reference
(Contractor hereby acknowledges receipt of a copy of such Company’s Contractor Code of
Business Conduct and Company’s Contractor/Subcontractor Safety Policy) and any other rules
and regulations of the Company, all of which are provided to TranServ in writing and
incorporated herein by reference. TranServ also agrees to review in good faith and execute any
amendments and/or modifications that may be issued in the future by Company from time to
time, with respect to Company’s Contractor Code of Business Conduct and/or any of its related
policies which are the subject of this Section 16, provided however, that TranServ shall not be
obliged by such requirement if the requirements conflicts with an alternate regulatory code of
conduct imposed on TranServ. In the event TranServ subcontracts any of ITO Services to a
TranServ Designee, TranServ shall notify Company in writing of the identity of TranServ
Designee before utilizing TranServ Designee. TranServ shall require any TranServ Designees
to complete the safety and health questionnaire and checklists provided by Company and shall
provide a copy of such documents to Company upon request. TranServ shall conduct, and
require such TranServ Designees to conduct, safety audits and job briefings during performance
of ITO Services as applicable. In the event such TranServ Designee has no procedure for
conducting safety audits and job briefings, TranServ shall include TranServ Designee in its
safety audits and job briefings. All applicable safety audits shall be documented in writing by
TranServ and such TranServ Designees. TranServ shall provide documentation of any and all
audits identifying safety deficiencies and concerns and corrective action taken as a result of such
audits to Company semi-monthly. TranServ further specifically acknowledges, agrees and
warrants that TranServ has complied, and shall at all times during the term of this Agreement,
comply in all respects with all laws, rules and regulations relating to the employment
authorization of TranServ Personnel including, but not limited to, the Immigration Reform and
Control Act of 1986, as amended, and the Illegal Immigration Reform and Immigrant
Responsibility Act of 1996, as amended, whereby TranServ certifies to Company that TranServ
has (a) properly maintained, and shall at all times during the term of this Agreement properly
maintain all records required by Immigration and Customs Enforcement, such as the completion
and maintenance of the Form I-9 for each TranServ employee; (b) that TranServ maintains and
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follows an established policy to verify the employment authorization of TranServ Personnel; (c)
that TranServ has verified the identity and employment eligibility of all TranServ Personnel in
compliance with all applicable laws; and (d) that TranServ is without knowledge of any fact that
would render any TranServ Personnel or TranServ Designee ineligible to legally work in the
United States. TranServ further acknowledges, agrees and warrants that any TranServ Designee
shall be required to agree to these same terms as a condition to being awarded any subcontract
for such ITO Services.

16.2 Hazards and Training. TranServ shall furnish adequate numbers of trained, qualified,
and experienced TranServ Personnel suitable for performance of ITO Services. Such TranServ
Personnel shall be skilled and properly trained to perform ITO Services and recognize all hazards
associated with ITO Services. Without limiting the foregoing, TranServ shall participate in any
safety orientation or other of Company’s familiarization initiatives related to safety and shall
strictly comply with any monitoring initiatives as determined by Company.

16.3 Drug and Alcohol. TranServ shall develop and strictly comply with any and all drug and
alcohol testing requirements as required by applicable laws. TranServ shall provide Company
with a copy of its drug and alcohol testing requirements.

16.4 NERC Reliability Standards. The following additional provisions shall apply to the
extent TranServ’s performance of ITO Services requires physical or electronic access to areas or
assets which are located within physical security perimeters as defined by NERC’s Reliability
Standards for the Bulk Electric Systems of North America (collectively, the “NERC Standards”™),
including without limitation any Company data center or control center. In the event of
TranServ’s non-compliance with the NERC Standards referenced in this Section 16.4, Company
shall notify TranServ in writing of the non-compliance and specify appropriate remedial actions.

16.4.1 Information Protection. Without compromising the confidentiality provisions in
Section 10, TranServ shall at all times comply with the Company’s information
protection program(s) as defined by CIP-003, R4. Among the information protected by
this program are: (i) all operational procedures; (ii) lists of critical cyber assets; (iii)
network topology or similar diagrams; (iv) floor plans of computing centers that contain
critical cyber assets; (v) equipment layouts of critical cyber assets; (vi) disaster recovery
plans; (vii) incident response plans; and (viii) security configuration information.
TranServ shall protect this protected information from disclosure consistent with the
program.

16.4.2 Access Revocation. TranServ shall immediately advise appropriate Company’s
management if any TranServ Personnel or TranServ Designees who have key card access
to a Company restricted area or electronic access to a protected system no longer require
such access.

16.4.3 Training. If any TranServ Personnel require key card access to a Company
restricted area or electronic access to a protected system, TranServ shall ensure that such
personnel complete, and retake as requested, all necessary NERC training as requested by
Company.
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16.4.4 Personnel Risk Assessment. If any TranServ Personnel require key card access
to a Company restricted area or electronic access to a protected system, TranServ shall
ensure that Company receives necessary waivers and information from TranServ
Personnel to complete, and repeat as necessary, such background checks as requested by
Company.

16.4.5 Continuing Obligations. TranServ further acknowledges that its compliance with
the NERC Standards referenced in this Section 16.4 is a continuing obligation during and
after the Term. Upon written notice to TranServ, Company shall have the absolute right
to audit and inspect any and all information regarding TranServ’s compliance with this
Section 16.4, and/or to require confirmation of the destruction of any documentation
received from or regarding Company. TranServ is encouraged to contact Company’s
Compliance Department pursuant to Section 16.5 to ensure TranServ understands and
complies with this Section 16.4.

16.5 Compliance Department. The Company has a Compliance Department. Should
TranServ have actual knowledge of violations of any of the herein stated policies of conduct in
this Section 16, or in standards of performance detailed in Section 1.3.1, or have a reasonable
basis to believe that such violations have occurred, whether by TranServ Personnel or a TranServ
Designee, TranServ has an affirmative obligation to immediately report, at least on an
anonymous basis, any such known violations to the Company’s Office of Compliance in care of
Director, Compliance and Ethics, LG&E/KU Services, 220 West Main Street, Louisville,
Kentucky 40202.

16.6 Equal Employment Opportunity. To the extent applicable, TranServ shall comply with
all of the following provisions, which are incorporated herein by reference: (i) Equal Opportunity
regulations set forth in 41 C.F.R. § 60-1.4(a) and (c), prohibiting employment discrimination
against any employee or applicant because of race, color, religion, sex, or national origin; (ii)
Vietnam Era Veterans Readjustment Assistance Act regulations set forth in 41 C.F.R. § 60-250.4
relating to the employment and advancement of disabled veterans and Vietnam era veterans; (iii)
Rehabilitation Act regulations set forth in 41 C.F.R. § 60-741.4 relating to the employment and
advancement of qualified disabled employees and applicants for employment; (iv) the clause
known as “Utilization of Small Business Concerns and Small Business Concerns Owned and
Controlled by Socially and Economically Disadvantaged Individuals” set forth in 15 USC §
637(d)(3); and (v) the subcontracting plan requirement set forth in 15 USC § 637(d).

Section 17 - Miscellaneous Provisions.

17.1 Governing Law. This Agreement and the rights and obligations of the Parties hereunder
shall be governed by and construed in accordance with the laws of the Commonwealth of
Kentucky, without giving effect to its conflicts of law rules.

17.2 Amendment. This Agreement shall not be varied or amended unless such variation or
amendment is agreed to by the Parties in writing and accepted by applicable Regulatory
Authorities. The Parties explicitly agree that neither Party shall unilaterally petition to FERC
pursuant to the provisions of Sections 205 or 206 of the Federal Power Act to amend this
Agreement or to request that FERC initiate its own proceeding to amend this Agreement.
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Nothing in this Section 17.2 shall be construed to limit or affect any other rights that the Parties
may have as set forth in Section 8.4, the OATT or otherwise.

17.3  Liability of Affiliates. Any and all liabilities of Company and/or its Affiliates under this
Agreement shall be several but not joint.

17.4 Publicity. TranServ shall not issue news releases, publicize or issue advertising
pertaining to ITO Services or this Agreement without first obtaining the written approval of
Company.

17.5 Assignment. Any assignment of this Agreement or any interest herein or delegation of
all or any portion of a Party’s obligations, by operation of law or otherwise, by either Party
without the other Party’s prior written consent shall be void and of no effect; provided, however,
that consent will not be required for Company to assign this Agreement to an Affiliate or a
successor entity that acquires all or substantially all of the operational business assets of the
assigning entity whether by merger, consolidation, reorganization, sale, spin-off or foreclosure;
provided, further, that such Affiliate or successor entity (a) agrees to assume all obligations
hereunder from and after the date of such assignment and (b) has the legal authority and
operational ability to satisfy the obligations under this Agreement. As a condition to the
effectiveness of such assignment (i) the assignor shall promptly notify the other Party of such
assignment, (ii) the Affiliate or successor entity shall provide a confirmation to the other Party of
its assumption of assignor’s obligations hereunder, and (iii) assignor shall promptly reimburse
the other Party, upon receipt of an invoice, for any one-time incremental costs reasonably
incurred as a result of such assignment. For the avoidance of doubt, nothing herein shall
preclude Company from transferring any or all of its transmission facilities to another entity or
disposing of or acquiring any other transmission assets. Notwithstanding anything to the
contrary contained in this Section 17.5, TranServ shall be entitled to contract with one or more
persons (each, an “TranServ Designee”) to perform only those 1TO Services which the OATT
expressly provides for being performed by a “designee” of TranServ (as opposed to TranServ or
TranServ Personnel), provided that TranServ shall not be relieved of any of its obligations,
responsibilities or liabilities under this Agreement as a result of contracting with one or more
TranServ Designees in accordance with this Section 17.5 and shall be responsible and liable for
any ITO Services performed by TranServ Designees.

17.6  No Third Party Beneficiaries. Except as otherwise expressly provided in this
Agreement, this Agreement is made solely for the benefit of the Parties and their successors and
permitted assigns and no other person shall have any rights, interest or claims hereunder or
otherwise be entitled to any benefits under or on account of this Agreement as third party
beneficiary or otherwise.

17.7 Waivers. No waiver of any provision of this Agreement shall be effective unless it is
signed by the Party against which it is sought to be enforced. The delay or failure by either
Party to exercise or enforce any of its rights or remedies under this Agreement shall not
constitute or be deemed a waiver of that Party’s right thereafter to enforce those rights or
remedies, nor shall any single or partial exercise of any such right or remedy preclude any other
or further exercise thereof or the exercise of any other right or remedy.
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17.8 Enforcement of Rights. Each Party shall have the right to recover from the other Party
all expenses, including fees for and expenses of inside and/or outside counsel, arising out of the
other Party’s breach of this Agreement or any other action to enforce or defend rights hereunder.

17.9  Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any other
portion or provision herein. If any provision of this Agreement is found to be invalid, illegal or
otherwise unenforceable, the same shall not affect the other provisions hereof or the whole of
this Agreement and shall not render invalid, illegal or unenforceable this Agreement or any of
the remaining provisions of this Agreement. If any provision of this Agreement or the
application thereof to any person, entity or circumstance is held by a court or regulatory authority
of competent jurisdiction to be invalid, void or unenforceable, or if a modification or condition to
this Agreement is imposed by such court or regulatory authority, the Parties shall in good faith
negotiate such amendment or amendments to this Agreement as will restore the relative benefits
and obligations of the Parties immediately prior to such holding, modification or condition.

17.10 Remedies. No remedy conferred by any of the provisions of this Agreement is intended
to be exclusive of any other remedy available at law or equity or otherwise. The election of one
or more remedies shall not constitute a waiver of the right to pursue any other available
remedies.

17.11 Representations and Warranties. Each Party represents and warrants to the other Party
as of the date hereof as follows:

17.11.1 Organization. Itis duly organized, validly existing and in good standing
under the laws of the State in which it was organized, and has all the requisite power and
authority to own and operate its material assets and properties and to carry on its business
as now being conducted and as proposed to be conducted under this Agreement.

17.11.2 Authority. It has the requisite power and authority to execute and deliver
this Agreement and, subject to the procurement of applicable regulatory approvals, to
perform its obligations under this Agreement. The execution and delivery of this
Agreement by it and the performance of its obligations under this Agreement have been
duly authorized by all necessary corporate action required on its part.

17.11.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid and
binding obligation enforceable against it in accordance with its terms, except as the same
may be limited by bankruptcy, insolvency or other similar applicable laws affecting
creditors’ rights generally, and by general principles of equity regardless of whether such
principles are considered in a proceeding at law or in equity.

17.11.4 Regulatory Approval. It has obtained or will obtain by the
Commencement Date, any and all approvals of, and acceptances for filing by, and has
given or will give any notices to, any applicable federal or state authority, including
FERC and the KPSC (as applicable), that are required for it to execute, deliver, and
perform its obligations under this Agreement.
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17.115 No Litigation. There are no actions at law, suits in equity, proceedings,

or claims pending or, to its knowledge, threatened against it before or by any federal,
state, foreign or local court, tribunal, or governmental agency or authority that might
materially delay, prevent, or hinder the performance by such entity of its obligations
hereunder.

17.11.6 No Violation or Breach. The execution, delivery and performance by it
of its obligations under this Agreement do not and shall not: (a) violate its organizational
documents; (b) violate any applicable law, statute, order, rule, regulation or judgment
promulgated or entered by any applicable federal or state authority, which violation could
reasonably be expected to materially adversely affect the performance of its obligations
under this Agreement; or (c) result in a breach of or constitute a default of any material
agreement to which it is a party.

17.11.7 No Other Warranties. EXCEPT AS PROVIDED IN THIS
AGREEMENT, TRANSERV MAKES NO OTHER WARRANTIES OF ANY KIND,
EXPRESS OR IMPLIED, INCLUDING, WITHOUT LIMITATION, WARRANTIES OF
MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.

17.12 Further Assurances. Each Party agrees that it shall execute and deliver such further
instruments, provide all information, and take or forbear such further acts and things as may be
reasonably required or useful to carry out the purpose of this Agreement and are not inconsistent
with the provisions of this Agreement.

17.13 Entire Agreement. This Agreement and the Attachments hereto set forth the entire
agreement between the Parties with respect to the subject matter hereof, and supersede all prior
agreements, whether oral or written, related to the subject matter of this Agreement. The terms
of this Agreement and the Attachments hereto are controlling, and no parole or extrinsic
evidence, including to prior drafts and drafts exchanged with any third parties, shall be used to
vary, contradict or interpret the express terms and conditions of this Agreement.

17.14 Good Faith Efforts. Each Party agrees that it shall in good faith take all reasonable
actions necessary to permit it and the other Party to fulfill their obligations under this Agreement.
Where the consent, agreement or approval of any Party must be obtained hereunder, such
consent, agreement or approval shall not be unreasonably withheld, delayed or conditioned.
Where a Party is required or permitted to act, or omit to act, based on its opinion or judgment,
such opinion or judgment shall not be unreasonably exercised, other than where expressly
provided for herein. To the extent that the jurisdiction of any federal or state authority applies
to any part of this Agreement or the transactions or actions covered by this Agreement, each
Party shall cooperate with the other Party to secure any necessary or desirable approval or
acceptance of such authorities of such part of this Agreement or such transactions or actions.

17.15 Time of the Essence. With respect to all duties, obligations and rights of the Parties
specified by Regulatory Authorities, time shall be of the essence in this Agreement.

17.16 Interpretation. Unless the context of this Agreement otherwise clearly requires:
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17.16.1 all defined terms in the singular shall have the same meaning when
used in the plural and vice versa;
17.16.2 the terms “hereof,” “herein,” “hereto” and similar words refer to this entire
Agreement and not to any particular Section, Attachment or any other subdivision of this
Agreement;
17.16.3 references to “Section” or “Appendix” refer to this Agreement, unless
specified otherwise;
17.16.4 references to any law, statute, rule, regulation, notification or statutory

provision shall be construed as a reference to the same as it applies to this Agreement and
may have been, or may from time to time be, amended, modified or re-enacted;

17.16.5 references to “includes,” “including” and similar phrases shall mean
“including, without limitation;”

17.16.6 the captions, section numbers and headings in this Agreement are included
for convenience of reference only and shall not in any way affect the meaning or
interpretation of this Agreement;

17.16.7 “or” may not be mutually exclusive, and can be construed to mean “and”
where the context requires there to be a multiple rather than an alternative obligation; and

17.16.8 references to a particular entity include such entity’s successors and
assigns to the extent not prohibited by this Agreement.

17.17 Joint Effort. Preparation of this Agreement has been a joint effort of the Parties and the
resulting document shall not be construed more severely against one of the Parties than against
the other and no provision in this Agreement is to be interpreted for or against any Party because
that Party or its counsel drafted such provision. Each Party acknowledges that in executing this
Agreement it has relied solely on its own judgment, belief and knowledge, and such advice as it
may have received from its own counsel, and it has not been influenced by any representation or
statement made by the other Party or its counsel not contained in this Agreement.

17.18 Counterparts. This Agreement may be executed in any number of counterparts, each of
which shall be deemed to be an original, but all of which together shall constitute one and the
same instrument, binding upon Company and TranServ, notwithstanding that Company and
TranServ may not have executed the same counterpart.
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The Parties have caused this Independent Transmission Organization Agreement to be executed
by their duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY/
KENTUCKY UTILITIES COMPANY

/s/ Stephanie R. Pryor

Name: Stephanie R. Pryor

Title: Manager Supply Chain

Date: 12/9/2016

TRANSERYV INTERNATIONAL, INC.

/s/ Sasan Mokhtari, PhD

Name: Sasan Mokhtari, PhD
Title: President & CEO
Date: 12/8/2016
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Appendix A
Louisville Gas and Electric

Company/

Kentucky Utilities Company
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INDEPENDENT TRANSMISSION
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1. Overview

This Appendix A is intended to be consistent with the terms and conditions of the
LG&E/KU Open Access Transmission Tariff (OATT), including Attachment P thereto. If there is
any conflict between this Appendix A and the OATT, the OATT shall govern. TranServ shall
perform its obligations under this Appendix A in accordance with Section 1.3.1 of this
Agreement.

The services delegated to TranServ include the administration of the LG&E/KU Open
Access Same-time Information System (OASIS), transmission service request evaluation
process, Available Transfer Capability (ATC)/ Available Flowgate Capability (AFC)
management, study queue administration, study performance, and stakeholder facilitation.
TranServ, as the ITO, will administer the OATT granting of service for both short and long-term
transmission requests, administer the large generator interconnection request queue, and
perform transmission studies. TranServ will facilitate the LG&E/KU long-term transmission

planning function and stakeholder processes.
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2. Definitions

Company - Louisville Gas and Electric Company/Kentucky Utilities Company (LG&E/KU)
ITO - Independent Transmission Organization

ITO Services - The applicable functions to be performed as specified in the ITO

Agreement
RC - Reliability Coordinator

Service Interruption - A Service Interruption is the loss of Service function, under the

direct control of TRANSERYV with no mutually agreed to work around provided within the Service

Normal Business Hours - TranServ normal business hours are between the hours of
0700 and 1700 CT, Monday-Friday on days other than the holidays listed below:

1. New Year’'s Day

2. Memorial Day

3. Independence Day
4, Labor Day

5. Thanksgiving
6. Day after Thanksgiving
7. Day before Christmas

8. Christmas Day
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3. Roles and Responsibilities for Providing ITO Services

3.1 TranServ

TranServ International, Inc. (TranServ) will provide services to LG&E/KU as the ITO.

The services that TranServ will provide include:

3.1.1 Customer Interface

Responsibility for operating and maintaining OASIS website and keeping it up-to-date

with Federal Energy Regulatory Commission (FERC) and North American Energy Standards

Board (NAESB) posting requirements, including all Order No. 890 posting requirements (such

as study performance metrics, Available Transfer Capability (ATC) calculations, etc.). This

includes establishing an interface for customers to submit service requests, and oversight and

evaluation of ATC values calculated using software procured from Open Access Technology

International, Inc. (OATI) and information from the RC. TranServ’'s responsibilities and duties

in administering OASIS will include the following:

Performing the duties of a Responsible Party as defined in the Commission’s OASIS
regulations, 18 C.F.R. § 37.5 and FERC Order No. 676.

Posting information required to be on the Transmission Provider's OASIS under the
Commission’s OASIS regulations, 18 C.F.R. § 37.6 and FERC Order No. 676.

Maintaining and retaining information posted on OASIS in accordance with the

Commission’s regulations, including 18 C.F.R. Parts 37 and 125.

Establishing and maintaining queues for processing transmission service requests and

generator interconnection (Gl) requests.

Participating in the drafting and posting of Business Practices on the OASIS website,
including any FERC or NAESB-required Business Practices. Company shall have final

review, ownership, and approval for all Business Practices.

Participating in periodic reviews of, and providing expertise/comments on, the OATT.
Company retains final authority over the OATT'’s content, including retaining the right

and responsibility to file changes to the OATT.

Participating in stakeholder meetings and/or conference calls as required. These
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3.1.2

stakeholder meetings will include TranServ, Company, Customers (as appropriate) the
RC, and other entities as required, to address concerns regarding Company’s system,

administration of the OATT, and related issues.

Responsibility for coordinating with third-party transmission system owners and
operators as necessary to support customer service requests. This includes

coordinating the provision of any data from Company to the third-party system.
Management of ATC/AFC Calculation and Posting.

Implementation of certain aspects of the Congestion Management Process (CMP)
established by the Midcontinent Independent System Operator, Inc. (MISO), PJM
Interconnection LLC (PJM), and TVA.

Administration of request evaluations for LG&E/KU tariff service.
Processing of e-Tags as the transmission provider.

Reviewing software changes requested from OATI, verifying and testing for proper

operations before OATI implements those changes.

Transmission Service and Generator Interconnection Requests and Studies

Receive and process all applications for Point-to-Point, Network Integration

Transmission Service (NITS), and for Gls.

For short-term Point-to-Point Transmission Service requests (i.e., where the request is
within the posted ATC horizon), evaluate and approve a request where the posted ATC
is sufficient for the requested transaction. If ATC is insufficient, TranServ shall propose
conditional service options to the customer in accordance with the OATT, or otherwise
deny the service. If the customer accepts conditional service options, TranServ will be

responsible for performing biennial reassessments, as provided under the OATT.
For long-term Point-to-Point Transmission Service requests, NITS, or Gl requests:

= Determine whether a System Impact Study (SIS) is necessary to accommodate
the request.

= Render all study agreements (SIS, Interconnection Feasibility Studies (IFS),
Facilities Study (FS), and Feasibility Analysis Studies (FAS)) to customers within
the timeframe provided in the OATT.
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3.1.3

= Perform the SIS or FAS in the timeframe provided in the OATT, including

clustered SISs when requested by customers and/or Company.
= Perform the SIS or FAS using Company’s planning criteria.

= For any study that TranServ performs that requires information from Company
(e.g., good faith construction estimates that are included in the SIS), request
such information from Company no less than ten (10) business days before the

expiration of the applicable study period.

= Complete study reports and post on OASIS within the timeframe required under
the OATT.

= Notify the Company and individual customers of completed study reports, and

alert the Company to initiate service agreements, if applicable.
= Receive customer deposits.

= Bill customers for SIS, IFS, FS, and FAS as required by the OATT, including

provision of an itemized bill for services if requested by a customer.

= Reimburse Company for any study costs incurred in contributing to the study and

render payment to any third-party vendors for work performed.

Responsible for receiving and processing requests to designate or un-designate

Network Resources, as provided under the OATT.

If a customer requests a modification to its service, or if a customer assigns its
transmission service to a third-party who request modification to the service, process

those modification requests in accordance with the terms of the OATT.

Track all study metrics, including data submittals, input validations, modifications, time

and costs associated to perform the study.

Track the performance of all studies and alert Company if a FERC filing requirement or
penalty payment has been triggered due to late studies, as described under the OATT.

ATC Calculation

Calculate ATC as provided for in Attachment C to the OATT. This includes receiving

initial AFC values from the RC, calculating final AFC values using the algorithms
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included in Attachment C, and converting the AFC to ATC using OATI software.

e Post on OASIS the mathematical algorithms used to calculate firm and non-firm AFC.

TranServ shall also post the results of the AFC calculations on OASIS.
e Daily review of transmission service requests (TSRs) and eTag action and statistics.
e Dalily review of posted AFC/ATC information and investigation into any anomalies.

e Review, observation, and validation of the Total Transfer Capability (TTC) development

process.

3.1.4 Interchange and Scheduling
e As the Transmission Service Provider, responsible for the following activities:

= Confirm that each electronic schedule (e-Tag) has a confirmed transmission

service request.
= Approve the interchange schedules as the transmission service provider.
= Curtall electronic schedules if requested by the RC or Balancing Authority (BA).

= Monitor and validate the Net Scheduled Interchange (NSI), as processed by
OATI software, to ensure timely creation of the NSI data file with a syntactical

guality check on the data set.

3.1.5 Transmission Planning

e TranServ will participate in Company’s transmission planning process as outlined in

Attachment K to the OATT, including the following activities:

= Review and approve Company’s long-term (generally one year and beyond) plan

for the reliability/adequacy of Company’s Transmission System.

= Review and approve Transmission System models (steady state, dynamics, and

short circuit).
= Develop alternatives to Planning Redispatch service.

= Notify impacted transmission entities of any planned transmission changes that

may influence their facilities.
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3.1.6

= Participate with the SPC and associated SPC working groups, as required.
= Participate in the overall OATT Attachment K process as observer.
= The Parties agree that the final annual transmission plan and decision of

whether/when to construct and expand the system rests with Company.

= Both parties will communicate openly and in a timely manner; each will perform
their respective work; and both will continually work together to improve mutual
and individual processes in a joint effort to assure work is completed pursuant to
Company standards and deadlines.

Compliance

Establish and adhere to a “culture of compliance” for TranServ Personnel and TranServ
Designees consistent with FERC’s Policy Statement on Compliance, 125 FERC
61,058 (2008) as may be supplemented or amended by further FERC orders. TranServ
shall take such reasonable steps requested by the Company in furtherance of such a

culture of compliance.

In accordance with Louisville Gas and Electric Company, 114 FERC § 61,282 at P 152
(2006), provide FERC with semi-annual reports “detailing concerns expressed by
stakeholders and [ITO’s] response to those concerns as well as any issues or tariff

provisions that hinder [ITO] from performing its required duties” as requested.

Maintain records and provide reports as required by the Kentucky Public Service
Commission (KPSC), OATT, Department of Energy (DOE), FERC, NERC, SERC
Reliability Corporation (SERC) or NAESB. Without limiting the foregoing, Company
may from time-to-time provide TranServ with specific direction as to records that
Company expects to support compliance efforts, and TranServ shall maintain such

records as directed.

Assist Company, as requested by Company, in the preparation of applications, audit
materials, filings, reports or responses to any Regulatory Authority. Without limiting the
foregoing, this assistance may include from time-to-time preparation for (and
participation in, if appropriate) FERC or NERC audits and providing event analysis
information for FERC, NERC or SERC. TranServ's support shall be provided in a time

frame reasonably requested by Company.

Monitor FERC, NERC, SERC, and NAESB activities for changes in standards or

compliance requirements that may require modification to the ITO Services or other
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coordination with Company. To the extent possible, TranServ shall notify Company of
any proposed or pending maodifications prior to their implementation. The Parties shall
work together to establish a work plan and timetable for implementation of any such
changes. The Parties agree that all changes to ITO Services resulting from legal and
regulatory developments as well Company requests, shall be assessed using the
change order process detailed in Section 5 of this Appendix A.

3.2 Transmission Planner

TranServ will provide certain services to LG&E/KU, the Transmission Planner (TP).

The services include:

3.2.1

Customer Interface

TranServ will participate in the drafting of Business Practices; including any FERC or
NAESB required Business Practices. Company shall have final review, ownership, and

approval for all Business Practices.

TranServ will participate in periodic reviews of, and provide expertise/comments on the
OATT. Company retains final authority over the OATT's content, including retaining the

right and responsibility to file changes to the OATT.

Responsible for planning, coordinating and holding regular stakeholder meetings and/or
conference calls. These stakeholder meetings will include TranServ, Company, and
the RC, and other entities as required, to address concerns regarding Company’s
system, administration of the OATT, and related issues. This activity includes (as
necessary) performing background checks for stakeholders who desire access to Critical
Energy Infrastructure Information (CEIl), preparing meeting materials, facilitating the
meeting, and preparing post-meeting minutes for posting on OASIS.

Responsible for coordinating with third-party transmission system owners and operators
as necessary to support customer service requests. This includes coordinating the
provision of any data from Company to the third-party system.

3.3 LG&E/KU

TranServ understands that Company has the following responsibilities in support of the

ITO Services under this Appendix A:
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Customer Interface

Contracting for the OATI webSmartOASIS service that meets FERC and NAESB

requirements.

Contracting for the OATI webTrans service used to evaluate and take actions on

transmission service requests and e-Tags.

Continuation of Agreement with the RC to provide necessary data for AFC/ATC

calculation and posting processes.
Final review, ownership, and approval for all Business Practices.

Final authority over the OATT’s content, including the right and responsibility to file
changes to the OATT.

Cooperate in the coordination with third-party systems as necessary to support customer
service requests. This includes coordinating the provision of any data from Company to

the third-party system.

Compliance

From time-to-time provide TranServ with specific direction as to records that Company
expects to support compliance efforts, TranServ shall maintain such records as directed
in order to provide reports as required by the KPSC, OATT, DOE, FERC, NERC, SERC
or NAESB.

Respond to TranServ notifications of FERC, NERC, SERC, and NAESB activities for
changes in standards or compliance requirements that may require modification to the
ITO Services or other coordination with Company within requested response timelines.
Work together with ITO to establish a work plan and timetable for implementation of any
such changes. The Parties agree that all changes to ITO Services resulting from legal
and regulatory developments as well Company requests, shall be assessed using the

change order process detailed in Section 5 of this Appendix A.
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4. Customer Support

TranServ will provide support for Service 24-hours per day and 365-days per year by utilizing a
single point of contact support staff. During Normal Business Hours the support staff can be
contacted by telephone or by e-mail as outlined in published TranServ’'s ITO Support
Information. After Normal Business Hours support is achieved through telephone only.
TranServ will take all reasonable effort to ensure that reported problems or other Customer
support related events are responded to within 30-minutes of the event notification when ITO
Support Procedures are followed.

4.1 Problem Resolution

Problems or outages are reported to TranServ by following customer support processes. All
problems or questions are assigned a severity level by mutual agreement of the parties.
Problems which are considered Critical or High in severity should be reported to TranServ at
any time. Problems considered Medium or Low severity should be reported by phone during
business hours or by e-mail at any time. The severity level classifications are defined as

follows:

Critical - Problems or issues that are impacting business immediately or
impacting grid reliability and action is required prior to next business
day.

High - Problems or issues that affect a key functionality of Service component
and there is no work around available but immediate business or grid
reliability impact is not present.

Medium - Business processes are impacted, but satisfactory work around is in
place to avoid business interruptions.

Low - Customer inquiries or reported problems and issues that create

nuisances or inconveniences for the customer. Minimal or no business
impact is occurring.
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Ticket Resolution

Action

TranServ Responsibility

Time To Remedy

Correct a ‘Critical’
severity Problem or
Issue

During normal business hours TranServ
will respond to reported Critical severity
problems and begin corrective action
immediately until either a satisfactory
work around is in place or problem is
resolved. Outside of normal business
hours TranServ will respond to reported
Critical severity problems within
30-minutes of notification. Escalation to
responsible TranServ senior
management will occur in all cases.

TranServ will work
continuously until
resolution is in place.
This may include a
temporary work around
until a permanent
correction can be
implemented.
Performance goal is to
resolve all Critical
severity tickets within
4-hours.

Correct a ‘High'’
severity Problem or
Issue

During normal business hours TranServ
will respond to reported High severity
problems and begin corrective action to
resolve with either a satisfactory work
around or problem resolution prior to
end of business day. Outside of normal
business hours TranServ will respond to
reported High severity problems within
30-minutes of notification. Escalation to
responsible TranServ senior
management will occur in all cases.

TranServ will provide an
initial problem analysis
update within 8-hours at
all times. This may
include a recommended
temporary work around
until a permanent
correction can be
implemented.
Performance goal is to
resolve all High severity
tickets within 24-hours.

Correct a ‘Medium’
severity Problem or
Issue

TranServ will schedule corrective action
jointly with Customer. Problems of
Medium severity should be reported by
telephone during business hours or by
e-mail at any time.

TranServ will provide an
initial problem analysis
update within 3-business
days of notification of
problem. An appropriate
action plan and resolution
schedule will be mutually
agreed to with the
Customer. Performance
goal is to resolve all
Medium severity tickets
by agreed to
commitment date.

Correct a ‘Low’
severity Problem or
Issue

TranServ will schedule corrective action
jointly with Customer. Problems of Low
severity should be reported by
telephone during business hours or by
e-mail at any time.

TranServ will provide an
initial problem analysis
update within 5-business
days. An appropriate
action plan and resolution
schedule will be mutually
agreed to with the
Customer.

Performance goal is to
resolve all Low severity
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tickets by agreed to
commitment date.
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4.1.1 Tickets - OATI webSupport

To ensure all customers of TranServ receive a high level of customer service all calls or e-mails
with questions or reported problems are documented in a Ticket. All TranServ staff members
utilize OATI webSupport, an issue reporting and assignment platform allowing tracking and
confirmed resolution of all issues reported to TranServ. Upon receiving a communication from
a customer, TranServ will open a webSupport Ticket. The Ticket contains customer contact
information, data metrics on the type of problem, an identification of the TranServ staff member
to whom the Ticket is currently assigned, a detailed description of the problem, and a detailed
description of the problem's current status which will eventually include a description of how the
issue was resolved. The TranServ staff member provides the Ticket number to the customer
for all issues not resolved immediately. If the issue cannot be resolved by the TranServ staff
member creating the Ticket, the Ticket is reassigned to another member of the TranServ team.
The TranServ staff member who initially created the Ticket is expected to use webSupport's
monitoring capability to determine unresolved Tickets, and to reassign or escalate it as
necessary at any time to promote prompt resolution within response timing guidelines.

4.1.2 Response Time

TranServ support staff will answer all calls as received during normal business hours and take
all reasonable effort to resolve issues at the time of call. For issues and problems that are not
immediately resolved, TranServ will follow normal processing for assigned severity level and
notify customer once resolution occurs.

Calls to support staff outside of normal business hours will be answered as received and
customer will be notified within 30-minutes on planned actions to be taken by TranServ support
staff in accordance with normal processing for assigned severity level.

4.1.2.1 Ticket Escalation

Problem tickets that cannot be resolved in accordance with normal processing for assigned
severity level will be escalated to appropriate TranServ management. Customers may request
immediate ticket escalation to appropriate TranServ management.

4.1.2.2 Customer Satisfaction

Customer satisfaction inquiries are automatically sent to customers upon the closing of a ticket.
The results of these surveys result in improved performance by customer support staff or
changes in business processes.
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5. Service Modifications

From time to time Company may require a modification to an existing Service function. Such
modifications may be prompted by changes in regulatory compliance requirements, or by a
Company request. Minor modifications that require reasonably minimal resource commitment
from TranServ staff will be included within a reasonable time period at no cost to Company.
Modifications that may have more significant impact on Service design or will impact TranServ
staff resource commitments more than minimally will be discussed with Company and may in
some instances require additional payment by Company, or likewise, require a decrease in
payment by Company. Each of these change requests will be described in a written Change
Order. Each Change Order will be scheduled for implementation upon written agreement with
Company as to scope, cost and schedule.

5.1 Minor Changes

Any change to an existing Service function that does not have a significant impact on Service
design or require TranServ to staff or contract with additional personnel, if even for a brief period
of time, to prepare for and/or meet the requirements of the change (a “Minor Change”) will be
integrated into Company’s Service at no cost to Company. A written Change Order will be
negotiated and executed between Company and TranServ prior to implementation of any Minor
Change.

5.2 Major Changes

Any change to an existing Service function that has a significant impact on Service design or
requires TranServ to staff additional or fewer personnel, if even for a brief period of time, in
order to prepare for and/or meet the requirements of the change (a “Major Change”) will require
a written Change Order which must be negotiated and executed between Company and
TranServ prior to implementation of any Major Change.

6. Reliability Coordination

TranServ will be required to coordinate its operations with the LG&E/KU designated RC. The
RC is responsible for performing certain reliability related tasks for the LG&E/KU system,
including acting as the NERC-registered Reliability Coordinator. The RC'’s responsibilities are
detailed in the Reliability Coordinator Agreement and Attachment P to the LG&E/KU OATT.

AMENDED AND RESTATED RELIABILITY COORDINATOR AGREEMENT

BETWEEN

LOUISVILLE GAS AND ELECTRIC COMPANY
AND KENTUCKY UTILITIES COMPANY
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AND

TENNESSEE VALLEY AUTHORITY
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Exhibit 1 - Congestion Management Process
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RELIABILITY COORDINATOR AGREEMENT

This Amended and Restated Reliability Coordinator Agreement (this “Agreement”),
including all appendices, exhibits, and attachments, appended hereto, is entered into
this 25" day of August, 2014 (“Execution Date”), between Louisville Gas and Electric
Company and Kentucky Utilities Company, corporations organized pursuant to the laws
of the State of Kentucky (collectively, “LG&E/KU”), and the Tennessee Valley Authority,
a federal government corporation (“TVA” and, in its capacity as reliability coordinator
pursuant to this Agreement, the “Reliability Coordinator”) created by and existing under
and by virtue of the Tennessee Valley Authority Act of 1933, as amended, 16 U.S.C. §§
831 et seq. (the “TVA Act”). LG&E/KU and the Reliability Coordinator may sometimes
be referred to herein individually as a “Party” and collectively as the “Parties.”

RECITALS

WHEREAS, LG&E/KU owns, among other things, an integrated electric transmission
system (“Transmission System”), over which they currently provide open access
transmission service to customers in the LG&E/KU Balancing Authority Area (as defined
in Section 1.5 of LG&E/KU’s Open Access Transmission Tariff, as on file with the
Federal Energy Regulatory Commission (“EERC”) and as may be changed from time to
time (the “OATT"));

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform certain key
reliability functions under the OATT, including: (i) reliability coordination (as defined in
the relevant North American Electric Reliability Council (“NERC”) Standards); (ii)
transmission planning and regional coordination; (iii) approving LG&E/KU’s
maintenance schedules; (iv) identifying upgrades required to maintain reliability; (v)
non-binding recommendations relating to economic transmission system upgrades; and
(vi) administration of any seams agreements;

WHEREAS, LG&E/KU desires to have the Reliability Coordinator perform all functions
identified for reliability coordinators in NERC’s Standards;

WHEREAS, LG&E/KU will retain all remaining NERC obligations, including obligations
associated with its status as a Control Area (including operations as a Balancing
Authority and Transmission Operator as defined by NERC) and its obligations to ensure
the provision of transmission services under the OATT, and will take action necessary to
protect reliability of the Transmission System, including circumstances where such
action is necessary to protect, prevent or manage emergency situations;

WHEREAS, the Reliability Coordinator is: (i) a federal government corporation charged
with providing electric power, flood control, navigational control, agricultural and
industrial development, and other services to a region including Tennessee and parts of
six contiguous states; and (ii) recognized by NERC as a reliability coordinator;

WHEREAS, the Reliability Coordinator is independent from LG&E/KU, possesses the
necessary competence and experience to perform the functions provided for hereunder
and is willing to perform such functions under the terms and conditions agreed upon by
the Parties as set forth in this Agreement;
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WHEREAS, as part of LG&E/KU’s goal to maintain the requisite level of independence
in the operation of its Transmission System to prevent any exercise of transmission
market power, LG&E/KU has entered into an Independent Transmission Organization
Agreement (the “Independent Transmission Organization Agreement”) with TranServ
International, Inc. (the “Independent Transmission Organization” or “ITQO”), pursuant to
which the Independent Transmission Organization provides to LG&E/KU certain key
transmission-related functions under the OATT;

WHEREAS, LG&E/KU seeks to ensure the full participation of the LG&E/KU
Transmission System in the arrangements and protocols included in Congestion
Management Process (“CMP”), which is Exhibit 1 hereto;

WHEREAS, through the Joint Reliability Coordination Agreement (“JRCA”) between
TVA and PJM Interconnection, L.L.C. (“PJM”), TVA and PJM participate in CMP;

WHEREAS, the Midcontinent Independent Operator, Inc. (“MISQO”), through its Joint
Operating Agreement with PJM, also participates in the CMP;

WHEREAS, by virtue of the reciprocity requirements found in Section 6.2 of the CMP,
TVA will coordinate with MISO in order to manage regional coordination issues
applicable under the CMP between the LG&E/KU system and MISO;

WHEREAS, TVA and LG&E/KU may choose to participate in similar reliability
coordination agreements with other neighboring reliability coordination areas.

NOW THEREFORE, in consideration of the mutual promises contained herein, and
other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the Parties hereby agree as follows:

Section 1 - Designation; Scope of Functions; Standards of Performance; Reliability
Coordination Advisory Committee.

1.1 Designation. LG&E/KU appoints TVA to act as LG&E/KU’s designated
Reliability Coordinator pursuant to and in accordance with the terms and conditions of
this Agreement. The Reliability Coordinator shall have no responsibility to LG&E/KU,
except as specifically set forth in this Agreement.

1.2  Scope of Functions. The Reliability Coordinator shall perform the functions
assigned to it and described in Attachment A and Attachment B (the “Functions”) seven
days a week, twenty-four hours a day, for the duration of the Term in accordance with
the terms and conditions of this Agreement. In accordance with its obligations under this
Section 1.2, the Reliability Coordinator is authorized to, and shall, direct and coordinate
timely and appropriate actions by LG&E/KU, including curtailing transmission service or
energy schedules, redispatching generation, and shedding load, in each case, in order
to avoid adverse effects on interregional bulk power reliability.

1.2.1 Relationship Between this Agreement and Attachment L to
LG&E/KU's OATT. The Parties recognize that the relationship between LG&E/KU
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and the Reliability Coordinator and the Functions to be performed by the
Reliability Coordinator must be reflected in LG&E/KU's OATT. The Reliability
Coordinator relationship and the Functions assigned to the Reliability Coordinator
under Attachment A and Attachment B to this Agreement shall be reflected in
Attachment L to LG&E/KU's OATT. To the extent that there is a conflict between
Attachment A and/or Attachment B to this Agreement and Attachment L to
LG&E/KU's OATT, Attachment L to LG&E/KU's OATT shall govern. Any changes
proposed by LG&E/KU to FERC in Attachment L in LG&E/KU's OATT, pursuant
to Section 5.3 of Attachment L in LG&E/KU's OATT, regarding the Functions or
any other provisions that concern the Reliability Coordinator shall reflect the
mutual agreement of the Parties. Notwithstanding this Section 1.2.1, nothing in
this Agreement or Attachment L to LG&E/KU's OATT shall grant FERC any
additional jurisdiction over TVA.

1.3 Reliability Coordinator Procedures. The Reliability Coordinator shall
develop the procedures and guidelines by which it will perform the Functions (the
“Reliability Coordinator Procedures”) in coordination with the RCAC (as defined in
Section 1.10) and applicable regional reliability councils. The Reliability Coordinator
Procedures shall be documented in a NERC-approved reliability plan for the TVA
Reliability Coordination Area or in TVA Standard Procedures and Policies. The
Reliability Coordinator shall provide LG&E/KU advance written notice of any
amendment or change to the Reliability Coordinator Procedures. For purposes of this
Agreement, the term “TVA Standard Procedures and Policies” shall mean such
procedures and policies related to TVA'’s operations as may be promulgated and
published by TVA pursuant to its legal authorities and obligations.

1.4  Threat to Reliability. If the Reliability Coordinator determines that an actual or
potential threat to transmission system reliability exists, and that such threat may impair
the reliability of a transmission system, then the Reliability Coordinator shall direct that
LG&E/KU take whatever actions are necessary, consistent with Good Utility Practice (as
defined below) and in accordance with the applicable reliability criteria, policies,
standards, rules, regulations and other requirements of NERC (collectively, the “NERC
Standards”) and any applicable regional reliability councils or their successors
(collectively, “Regional Reliability Council Standards”), to avoid or mitigate the effects of
the threat to transmission system reliability. For purposes of this Agreement, “Good
Utility Practice” shall mean any of the practices, methods, and acts engaged in or
approved by a significant portion of the electric utility industry during the relevant time
period, or any of the practices, methods, and acts that, in a person’s exercise of
reasonable judgment in light of the facts as known to that person at the time the decision
was made, could have been expected to accomplish the desired result at a reasonable
cost consistent with good business practices, reliability, safety, and expedition. Good
Utility Practice is not intended to be limited to the optimum practice, method, or act to
the exclusion of all others, but rather to include the range of acceptable practices,
methods, or acts generally accepted in the region.

1.5 Reliability Coordinator Directives. Except as provided in the immediately
succeeding sentence, LG&E/KU shall implement any directive given by the Reliability
Coordinator pursuant to Sections 1.2 or 1.4. LG&E/KU shall not be obligated to
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implement any directive which LG&E/KU determines will violate any state or federal law
or the terms of any governmental approval applicable to LG&E/KU. LG&E/KU may
review any directive given by the Reliability Coordinator pursuant to Sections 1.2 or 1.4,
to determine if it is, in LG&E/KU’s judgment, in accordance with the requirements of
Section 1.8. If LG&E/KU determines that any directive is not in accordance with the
requirements of Section 1.8, then it shall immediately so notify the Reliability
Coordinator; provided, however, that, except as provided in the second sentence in this
Section 1.5, LG&E/KU shall continue to implement the directive until the Reliability
Coordinator notifies LG&E/KU otherwise. LG&E/KU’s notice to the Reliability
Coordinator shall include: (a) information outlining the basis for LG&E/KU’s
determination that (i) the directive is not in accordance with the requirements of Section
1.8 and, if applicable, (ii) that implementation of the directive will violate one or more
state or federal laws or the terms of any governmental approvals applicable to
LG&E/KU; and (b) the alternative action that LG&E/KU would prefer to take to alleviate
the problem addressed by the Reliability Coordinator’s directive. After prompt
consideration of such information, the Reliability Coordinator shall issue a directive to
LG&E/KU in accordance with its obligations under this Agreement and LG&E/KU will,
subject to the second sentence in this Section 1.5, act in accordance with such directive.

1.6  Coordination with Independent Transmission Organization. In conjunction with
its performance of the Functions, the Reliability Coordinator shall coordinate and
cooperate with the Independent Transmission Organization and provide, subject to the
terms and conditions of this Agreement, including the Reliability Coordinator’s
obligations with respect to Confidential Information in Section 10, any information that
the Independent Transmission Organization may reasonably request in order to carry
out its functions under the Independent Transmission Organization Agreement.

1.7 Expansion. Nothing in this Agreement is intended to prevent TVA from (a)
coordinating, or cooperating in, interregional activities to relieve problems experienced
by other transmission systems or (b) entering into other agreements with one or more
third party transmission providers or operators to perform functions for such
transmission providers or operators that are the same or similar to the Functions
performed hereunder; provided, however, that it does not breach any of its obligations
under this Agreement (including its obligations with respect to Confidential Information
in Section 10) by entering into or performing any of its obligations under such other
agreements; provided, further, that (i) any such other agreements shall provide for
LG&E/KU to be reimbursed in an equitable manner for any capital expenditures made
pursuant to this Agreement as well as for LG&E/KU’s ongoing operations and
maintenance expenditures to the extent such capital expenditures and operations and
maintenance expenditures are used by the Reliability Coordinator in performing
functions under such other agreements, (ii) LG&E/KU agrees to reimburse any such
third party transmission providers or operators in an equitable manner for any capital
expenditures made by such third parties as well as for such third parties’ ongoing
operations and maintenance expenditures to the extent such capital expenditures and
operations and maintenance expenditures are used by the Reliability Coordinator in
performing functions under this Agreement, and (iii) to the extent applicable, the
Reliability Coordinator shall revise the compensation provided for in Section 3.1 in
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accordance with the terms therein.

1.8 Reliability Coordinator’s Standard of Performance. The Reliability Coordinator
shall perform its obligations under this Agreement in accordance with: (a) Good Utility
Practice; (b) the NERC Standards and Regional Reliability Council Standards; (c)
LG&E/KU’s specific reliability requirements and operating guidelines (to the extent these
are not inconsistent with other requirements specified in this Section 1.8); (d) TVA
Standard Procedures and Policies; and, (e) all state and federal laws, including the TVA
Act, and the terms of governmental approvals applicable to one or both of the Parties. In
performing its responsibilities under this Agreement, the Reliability Coordinator shall not
discriminate against similarly situated persons.

1.9 LG&E/KU’s Standard of Performance. LG&E/KU shall perform its obligations
under this Agreement in accordance with: (a) Good Ultility Practice; (b) the NERC
Standards and Regional Reliability Council Standards; (c) any other LG&E/KU-specific
reliability requirements and operating guidelines (to the extent these are not inconsistent
with other requirements specified in this Section 1.9); and (d) all state and federal laws
and the terms of governmental approvals applicable to LG&E/KU.

1.10 Reliability Coordination Advisory Committee.

1.10.1 Each Party shall designate one representative to serve on a
Reliability Coordination Advisory Committee (“RCAC”), which shall be composed
of representatives of each Party and representatives from each entity that has
executed a similar reliability coordination agreement designating TVA as its
reliability coordinator. Each Party may also designate one alternate to act in the
absence of its representative on the RCAC. Written notice of each representative
and alternate appointment shall be provided to each RCAC entity, and each Party
may change its representatives upon written notice to the other RCAC entities.

1.10.2 The RCAC shall assist the Reliability Coordinator in the development of
the initial Reliability Coordinator Procedures and the modification of existing
Reliability Coordinator Procedures. In connection with these activities, the
Reliability Coordinator may provide the other RCAC members with access to
necessary data and documents maintained by the Reliability Coordinator,
provided that each such RCAC member has signed the NERC Data
Confidentiality Agreement and that all Confidential Information is treated as
transmission operations and transmission system information pursuant to the
NERC Data Confidentiality Agreement.

The RCAC shall meet at least once per Contract Year (as defined below). For purposes
of this Agreement, a “Contract Year” shall consist of a twelve (12) month period.
“Contract Year 1” shall begin on the Effective Date. Contract Years 2, 3, and 4 shall
consist of the next three successive 12-month periods after Contract Year 1.

Section2 - Independence.

2.1 Key Personnel. All Functions shall be performed by employees of the
Reliability Coordinator identified in Attachment C (the “Key Personnel”). The Reliability
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Coordinator may from time to time change the names of the employees identified as
Key Personnel by notice to LG&E/KU in accordance with Section 15.1. No Key
Personnel shall also be employed by LG&E/KU or any of its Affiliates (as defined in 18
C.F.R. § 35.34(b)(3) of FERC'’s regulations). The Reliability Coordinator and the Key
Personnel shall be, and shall remain throughout the Term, Independent (as defined
below) of LG&E/KU, its Affiliates and the Independent Transmission Organization. For
purposes of this Agreement: “Independent” shall mean that the Reliability Coordinator
and the Key Personnel are not subject to the control of LG&E/KU, its Affiliates or the
Independent Transmission Organization, and have full decision making authority to
perform all Functions in accordance with the provisions of this Agreement. Any Key
Personnel owning securities in LG&E/KU, its Affiliates or the Independent Transmission
Organization shall divest such securities within six (6) months of first being assigned to
perform such Functions, provided that nothing in this Section 2.1 shall be interpreted or
construed to preclude any such Key Personnel from indirectly owning securities issued
by LG&E/KU, its Affiliates or the Independent Transmission Organization through a
mutual fund or similar arrangement (other than a fund or arrangement specifically
targeted toward the electric industry or the electric utility industry or any segment
thereof) under which the Key Personnel does not control the purchase or sale of such
securities. Participation by any Key Personnel in a pension plan of LG&E/KU, its
Affiliates or the Independent Transmission Organization shall not be deemed to be a
direct financial interest if the plan is a defined-benefit plan that does not involve the Key
Personnel’s ownership of the securities. For the avoidance of doubt, LG&E/KU shall not
have an approval or consent right with respect to the selection of any Key Personnel.

2.2  Standards of Conduct Treatment. All Key Personnel shall be treated, for
purposes of FERC’s Standards of Conduct, as transmission employees. All restrictions
relating to information sharing and other relationships between merchant employees
and transmission employees shall apply to the Key Personnel.

Section3 - Compensation, Billing and Payment.

3.1 Compensation. LG&E/KU shall pay to the Reliability Coordinator as
compensation for the performance of the Functions under this Agreement as follows:

Subsequent Term Beginning  Amount

September 1, 2014 $2,375,000
September 1, 2015 $2,422,500
September 1, 2016 $2,470,950
September 1, 2017 $2,520,369
September 1, 2018 $2,570,776

The Reliability Coordinator agrees that if at any time during the Term it expands its
Reliability Coordination Area by providing similar services to additional Transmission
Operators, the Reliability Coordinator will review and revise, as appropriate, the above
compensation rate. Such revised compensation shall enable the Reliability Coordinator
to recover its incremental costs associated with providing the specific service by
allocating the costs among those subscribing to the service in an equitable manner
(e.g., costs may be allocated using a load ratio share methodology (a participant's
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annual non-coincident peak load as a percentage of the total annual non-coincident
peak load for those participating in the service)). Costs will be determined by the
Reliability Coordinator based on its total cost of providing the service(s) as documented
in the Reliability Coordinator's financial systems.

Compensation for Subsequent Terms (as defined in Section 4.2 herein) beyond those
delineated above shall be based on the compensation in previous Contract Years and/or
the methodology outlined above in this Section 3.1 and shall be negotiated by the
Parties in good faith. Such negotiations shall begin not later than six months prior to,
and shall be concluded no later than three months prior to, the beginning of the
Subsequent Term.

Notwithstanding any provision to the contrary contained in this Agreement, if a Dispute
should occur between the Parties with respect to the amount of compensation to be paid
by LG&E/KU to the Reliability Coordinator (i) pursuant to this Sections 3.1 or (ii) in
respect of additional services (other than the Functions) requested by LG&E/KU that the
Reliability Coordinator elects, in its sole discretion, to provide, then, in each case,
LG&E/KU shall file notice thereof with FERC. The Parties acknowledge that any FERC
order issued with respect to such a dispute is only binding on LG&E/KU, not TVA.

3.2 Compensation After Termination. If LG&E/KU terminates this Agreement
before the end of a Contract Year, then the Reliability Coordinator shall not be obligated
to refund any amounts paid by LG&E/KU to the Reliability Coordinator as compensation
for services provided by the Reliability Coordinator under this Agreement. If, however,
the Reliability Coordinator terminates this Agreement before the end of a Contract Year
or LG&E/KU and the Reliability Coordinator mutually agree to terminate this Agreement,
then the Reliability Coordinator shall be obligated to refund to LG&E/KU an amount
equal to the product of (a) any amounts paid by LG&E/KU to the Reliability Coordinator
as compensation for services provided by the Reliability Coordinator under this
Agreement during the Contract Year in which this Agreement is terminated and (b) the
number of whole or partial months remaining in the Contract Year divided by twelve
(12).

3.3 Reimbursement of Additional Costs. In addition to the compensation provided
for in Section 3.1, LG&E/KU shall reimburse the Reliability Coordinator for (a) any
additional costs incurred by the Reliability Coordinator at the request or direction of
LG&E/KU or (b) any reasonable additional one-time costs necessarily incurred by
Reliability Coordinator related to its activities under this Agreement that are not
associated with services provided for in Section 3.1. Any costs under item (b) above
shall be appropriately allocated by TVA among the Parties and those other entities that
have executed similar reliability coordination agreements designating TVA as their
reliability coordinator.

3.4 Payments. All payments by LG&E/KU to the Reliability Coordinator shall be made
by the FedWire transfer method to the Reliability Coordinator’s account at the U.S.
Treasury in accordance with the wire instructions indicated below, and all such
payments shall be deemed received as of the date the electronic funds transfer to the
Reliability Coordinator’s account is deemed effective.
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Bank Name: TREAS NYC (official abbreviation)

Bank Address: New York Federal Reserve Bank, New York City
33 Liberty Street
New York, New York 10045

ABA Number: 021030004

Account No: 0004912

Beneficiary: Tennessee Valley Authority
Taxpayer ID: 62-0474417

OBI: Provide your organization name and invoice nhumber or explanation of
payment.

The Reliability Coordinator shall provide LG&E/KU with one or more contact persons for
payment purposes and shall update such list of contact persons as necessary.

Section 4 - Effective Date; Term; Termination; Termination Fees; Transition
Assistance Services.

4.1 Effective Date. The Parties acknowledge and agree that the effective
date of this Agreement (the “Effective Date”) shall be September 1, 2014 or such other
date as permitted by FERC

4.2 Term. This Agreement shall commence on Effective Date (as provided for in
Section 4.1), and shall automatically continue for successive one-year terms (each, a
“‘Subsequent Term”) unless and until terminated pursuant to the termination provisions
hereof. All Subsequent Terms, together with the Transition Assistance Period, if any,
shall collectively be referred to as the “Term.”

4.3  Mutually-Agreed Termination. This Agreement may be terminated by mutual
agreement of the Parties at any time during the Term.

44  Termination at End of Term. Either Party may terminate this Agreement at the
end of any Subsequent Term upon one (1) year’s prior written notice to the other Party.

45 Termination for Cause.

4.5.1 Termination by Either Party. Either Party may terminate this
Agreement effective immediately upon thirty (30) days’ prior written notice thereof
to the other Party if:

(@) Material Failure or Default. The other Party fails to comply
with, observe or perform, or defaults, in any material respect, in the
performance of the terms and conditions of this Agreement, and such
failure or default remains uncured for thirty (30) days after notice thereof,
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provided that such failure or default is susceptible to cure and the other
Party is exercising reasonable diligence to cure such failure or default;

(b) Pattern of Failure. It determines, in its sole discretion, that there
has been a pattern of failure by the other Party to comply with the
standards of performance required under this Agreement;

(c) Gross Negligence, Willful Misconduct or Fraud. The other Party
commits gross negligence, willful misconduct or fraud in the performance
of its obligations under this Agreement;

(d) Material Misrepresentation. Any representation made by the other
Party hereunder shall be false or incorrect in any material respect when
made and such misrepresentation is not cured within thirty (30) days of
such discovery or is incapable of cure;

(e) Bankruptcy. The other Party: (i) files a petition or otherwise
commences, authorizes or acquiesces in the commencement of a
proceeding or cause of action under any bankruptcy, insolvency,
reorganization or similar law, or has any such petition filed or commenced
against it; (ii) makes an assignment or any general arrangement for the
benefit of creditors; (iii) otherwise becomes bankrupt or insolvent (however
evidenced); (iv) has a liquidator, administrator, receiver, trustee,
conservator or similar official appointed with respect to it or any substantial
portion of its property or assets; or (v) is generally unable to pay its debts
as they fall due;

(f) Dissolution. The other Party dissolves or is dissolved or its legal
existence is otherwise terminated;

(9) Failure to Negotiate Amendment. The Parties are unsuccessful in
negotiating an amendment or amendments to this Agreement pursuant to
Section 17.6;

(h)  Regulatory Changes/Madifications. FERC, in accepting this
Agreement for filing, makes any material changes, modifications,
additions, or deletions to this Agreement; or

(i) Extended Force Majeure. A Party is excused because of Force
Majeure (as defined in Section 11 herein) for more than thirty (30) days
from performing any of its material obligations under this Agreement.

45.2 Termination by LG&E/KU. LG&E/KU may terminate this
Agreement effective immediately upon thirty (30) days’ prior written notice thereof
to the Reliability Coordinator if:

(a) the Reliability Coordinator loses its NERC certification once
obtained; or
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(b) FERC issues an order determining that TVA should no longer serve
as LG&E/KU’s Reliability Coordinator pursuant to this Agreement.

45.3 Termination by the Reliability Coordinator. The Reliability
Coordinator may terminate this Agreement effective immediately upon thirty (30)
days’ prior written notice thereof to LG&E/KU if:

(a) LG&E/KU determines to cease being a Balancing Authority
and/or Transmission Operator, provided that LG&E/KU shall provide the
Reliability Coordinator as much advance written notice of such
determination as is practicable to allow the Reliability Coordinator to
terminate this Agreement on or prior to the time LG&E/KU ceases to be a
Balancing Authority or Transmission Operator;

(b) FERC or any other person or entity takes any action to subject the
Reliability Coordinator to FERC'’s plenary jurisdiction under the Federal
Power Act (“EPA”); or

(c) Effective Date has not occurred within eighteen (18) months of the
Execution Date.

4.6 Return of Materials. Upon any termination of this Agreement or the
conclusion of any Transition Assistance Period pursuant to Section 4.8.1, whichever is
later, the Reliability Coordinator shall timely and orderly turn over to LG&E/KU all
materials that were prepared or developed prior thereto pursuant to this Agreement, and
return or destroy, at the option of LG&E/KU, all Data and other information supplied by
LG&E/KU to the Reliability Coordinator or created by the Reliability Coordinator on
behalf of LG&E/KU.

4.7  Survival. All provisions of this Agreement which are by their nature or terms
intended to survive the termination of this Agreement, including the obligations set forth
in Sections 7 and 10, shall survive termination of this Agreement.

4.8 Transition Assistance Services.

4.8.1 Transition Assistance Period. Commencing on the date this
Agreement is terminated and continuing for up to one (1) year thereafter (the
“Transition Assistance Period”), the Reliability Coordinator shall (a) provide the
Functions (and any replacements thereof or substitutions therefor), to the extent
LG&E/KU requests such Functions to be performed during the Transition
Assistance Period, and (b) cooperate with LG&E/KU in the transfer of the
Functions (collectively, the “Transition Assistance Services”). During the
Transition Assistance Period, the Parties shall use good faith efforts to ensure a
smooth transition.

4.8.2 Transition Assistance Services. The Reliability Coordinator shall, upon
LG&E/KU’s request, provide the Transition Assistance Services during the
Transition Assistance Period at the Reliability Coordinator’s actual cost for such




Rebuttal Exhibit LEB-3
Page 242 of 275

20170125-5028 FERC PDF (Unofficial) 1/25/2017 10:06:32 AM

services. The quality and level of performance of the Functions by the Reliability
Coordinator during the Transition Assistance Period shall not be degraded. After
the expiration of the Transition Assistance Period, the Reliability Coordinator
shall answer questions from LG&E/KU regarding the Functions on an “as
needed” basis at the Reliability Coordinator’s then-standard billing rates.

4.8.3 Key Personnel. During the Transition Assistance Period, the Reliability
Coordinator shall not terminate, reassign or otherwise remove any Key Personnel
without providing LG&E/KU thirty (30) days’ prior notice of such termination,
reassignment or removal unless such employee (a) voluntarily resigns from the
Reliability Coordinator, (b) is dismissed by the Reliability Coordinator for cause,
or (c) dies or is unable to work due to his or her disability.

4.9 Change in Reliability Entity. This Agreement is based on the existence of
NERC and the applicability of the NERC Standards. If NERC ceases to exist in its
current form or is replaced with an entity with authority over a Party’s transmission
system, the Parties shall promptly meet to determine whether to revise this Agreement
to reflect the new reliability entity, if any, and the Parties’ obligations in light of the new
reliability entity or to terminate this Agreement in accordance with Section 4.2.

410 Prior Obligations and Liabilities Unaffected by Termination. Termination of this
Agreement shall not relieve the Parties of any of their respective cost obligations or
other obligations and liabilities related to this Agreement that were incurred prior to the
effective date of termination of this Agreement.

Section5 - Data Management.

5.1 Supply of Data. During the Term, LG&E/KU shall supply to the Reliability
Coordinator, and/or grant the Reliability Coordinator access to all Data that the
Reliability Coordinator reasonably requires to perform the Functions. The Parties shall
agree upon the initial format and manner in which such Data shall be provided. For
purposes of this Agreement, “Data” means all information, text, drawings, diagrams,
images or sounds which are embodied in any electronic or tangible medium and which
(a) are supplied or in respect of which access is granted to the Reliability Coordinator by
LG&E/KU under this Agreement, which shall be LG&E/KU’s Data, (b) are prepared,
stored or transmitted by the Reliability Coordinator solely on behalf of LG&E/KU, which
shall be LG&E/KU’s Data; or (c) are compiled by the Reliability Coordinator by
aggregating Data owned by LG&E/KU and Data owned by third parties, which shall be
Reliability Coordinator’s Data.

5.2  Property of Each Party. Each Party acknowledges that the other Party’s Data
and the other Party’s software, base data models and operating procedures for software
or base data models (“Processes”) are the property of such other Party and agrees that
it will do nothing inconsistent with such ownership, including preserving all intellectual
property and/or proprietary rights in such other Party’s Data and Processes as provided
in Section 6.

5.3 Data Integrity. Each Party shall reasonably assist the other Party in establishing
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measures to preserve the integrity and prevent any corruption or loss of Data, and the
Parties shall reasonably assist each other in the recovery of any corrupted or lost Data.
Each Party shall retain and preserve any of the other Party’s Data that are supplied to it
during the Term, and shall exercise commercially reasonable efforts to preserve the
integrity of the other Party’s Data that are supplied to it during the Term, in order to
prevent any corruption or loss of the other Party’s Data.

5.4  Confidentiality. Each Party’s Data shall be treated as Confidential Information in
accordance with the provisions of Section 10.

Section 6 - Intellectual Property.

6.1 Pre-Existing Intellectual Property. Each Party shall own (and continue to
own) all trade secrets, Processes and designs and other intellectual property that it
owned prior to entering this Agreement, including any enhancements thereto
(“Pre-Existing Intellectual Property”). Each Party acknowledges the ownership of the
other Party’s Pre-Existing Intellectual Property and agrees that it will do nothing
inconsistent with such ownership. Each Party agrees that nothing in this Agreement
shall give it any right, title or interest in the other Party’s Pre-Existing Intellectual
Property, other than the rights set forth in this Agreement. The Reliability Coordinator’s
Pre-Existing Intellectual Property shall include the Reliability Coordinator Retained
Rights set forth in Section 6.3. LG&E/KU’s Pre-Existing Intellectual Property shall
include LG&E/KU Retained Rights set forth in Section 6.4.

6.1.1 Exclusion. Nothing in this Agreement shall prevent either Party
from using general techniques, ideas, concepts and know-how gained by its
employees during the performance of its obligations under this Agreement in the
furtherance of its normal business, to the extent that it does not result in
disclosure of the other Party’s Data or any data generated from the other Party’s
Data or other Confidential Information or an infringement by LG&E/KU or the
Reliability Coordinator of any intellectual property right. For the avoidance of
doubt, the use by a Party of such general techniques, ideas, concepts and
know-how gained by its employees during the performance of its obligations
under this Agreement shall not be deemed to be an infringement of the other
Party’s intellectual property rights so long as such matters are retained in the
unaided memories of such employees and any Confidential Information is treated
in accordance with the provisions of Section 10.

6.2 Jointly-Owned Intellectual Property. Except for the Data described in
Section 5.1, all deliverables, whether software or otherwise, to the extent originated and
prepared by the Reliability Coordinator exclusively in connection with the performance
of its obligations under this Agreement shall be, upon payment of all amounts that may
be due from LG&E/KU to the Reliability Coordinator, jointly owned by LG&E/KU and
Reliability Coordinator (“Jointly-Owned Intellectual Property”). Each Party shall have the
right to use the Jointly-Owned Intellectual Property without any right or duty or
accounting to the other Party, except as provided in this Section 6.2. Upon the Reliability
Coordinator using, transferring or licensing Jointly-Owned Intellectual Property for or to
a third party, the Reliability Coordinator shall reimburse LG&E/KU in an equitable
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manner as determined by the Parties in good faith for the actual amounts paid by
LG&E/KU to the Reliability Coordinator that relate to such Jointly- Owned Intellectual
Property. Except as stated in the foregoing sentence, the Reliability Coordinator shall
have no other obligation to account to LG&E/KU for any such use, transfer, license,
disclosure, copying, modifying or enhancing of the Jointly-Owned Intellectual Property.
Notwithstanding anything herein to the contrary, LG&E/KU may use the Jointly-Owned
Intellectual Property for its internal business purposes, including licensing or transferring
its interests therein to a third party for purposes of operating or performing functions in
connection with LG&E/KU’s transmission business.

6.3 Reliability Coordinator Retained Rights. The Reliability Coordinator shall retain
all right, title and interest in its proprietary know-how, concepts, techniques, processes,
materials and information that were or are developed entirely independently of this
Agreement (“Reliability Coordinator Retained Rights”), whether or not such Reliability
Coordinator Retained Rights are embodied in a deliverable, whether software or
otherwise originated and prepared by the Reliability Coordinator in connection with the
performance of its obligations under this Agreement. With respect to the Reliability
Coordinator Retained Rights embodied in any deliverable, whether software or
otherwise originated and prepared by the Reliability Coordinator in connection with the
performance of its obligations under this Agreement, LG&E/KU is hereby granted a
nonexclusive, perpetual, worldwide, royalty-free, fully paid-up license under such
Reliability Coordinator Retained Rights to use such deliverable for LG&E/KU’s internal
business purposes only, including licensing or transferring its interests therein to an
Affiliate of LG&E/KU or a third party for purposes of operating or performing functions in
connection with LG&E/KU’s transmission business.

6.4 LG&E/KU Retained Rights. LG&E/KU shall retain all right, title and interest in its
proprietary know-how, concepts, techniques, processes, materials and information that
were or are developed entirely independently of this Agreement (“LG&E/KU Retained
Rights”), whether or not such LG&E/KU Retained Rights are embodied in a deliverable,
whether software or otherwise originated and prepared by LG&E/KU in connection with
the performance of its obligations under this Agreement. With respect to LG&E/KU
Retained Rights embodied in any software or otherwise originated and prepared by
LG&E/KU in connection with the performance of its obligations under this Agreement,
the Reliability Coordinator is hereby granted a nonexclusive, worldwide, royalty-free,
fully paid-up license under such LG&E/KU Retained Rights to use such deliverable for
the Reliability Coordinator’s performance of its obligations under this Agreement only;
provided that LG&E/KU shall not be liable in any way for the use of or reliance on such
Reliability Coordinator Retained Rights by the Reliability Coordinator’s Affiliate or third
party for any purpose whatsoever.

6.5 Reliability Coordinator Non-Infringement; Indemnification. The Reliability
Coordinator warrants to LG&E/KU that all Reliability Coordinator’s Data and Processes,
Reliability Coordinator Pre-Existing Intellectual Property, Reliability Coordinator
Retained Rights, and deliverables prepared, produced or first developed by the
Reliability Coordinator in connection with the performance of its obligations under this
Agreement shall not infringe on any third party patent, copyright, trade secret or other
third party proprietary rights. The Reliability Coordinator shall defend, hold harmless and
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indemnify LG&E/KU and its Affiliates and their respective employees, officers, directors,
principals, owners, partners, shareholders, agents, representatives, consultants, and
subcontractors (collectively, “LG&E/KU Representatives”) from and against all claims,
lawsuits, penalties, awards, judgments, court arbitration costs, attorneys’ fees, and other
reasonable out-of-pocket costs incurred in connection with such claims or lawsuits
based upon the actual or alleged infringement of any of the foregoing rights; provided
that LG&E/KU gives prompt written notice of any such claim or action to the Reliability
Coordinator, permits the Reliability Coordinator to control the defense of any such claim
or action with counsel of its choice, and cooperates with the Reliability Coordinator in
the defense thereof; and further provided that such claim or action is not based on any
alteration, modification or combination of the deliverable with any item, information or
process not provided by the Reliability Coordinator, where there would be no
infringement in the absence of such alteration, modification or combination. If any
infringement action results in a final injunction against LG&E/KU or the LG&E/KU
Representatives with respect to Reliability Coordinator’'s Data and Processes, Reliability
Coordinator Pre-Existing Intellectual Property, Reliability Coordinator Retained Rights or
deliverables prepared, produced or first developed by the Reliability Coordinator in
connection with the performance of its obligations under this Agreement or in the event
the use of such matters or any part thereof, is, in such lawsuit, held to constitute
infringement, the Reliability Coordinator agrees that it shall, at its option and sole
expense, either (a) procure for LG&E/KU or the LG&E/KU Representatives the right to
continue using the infringing matter, or (b) replace the infringing matter with
non-infringing items of equivalent functionality or modify the same so that it becomes
non-infringing and retains its full functionality. If the Reliability Coordinator is unable to
accomplish (a) or (b) above, the Reliability Coordinator shall reimburse LG&E/KU for all
costs and fees paid by LG&E/KU to the Reliability Coordinator for the infringing matter.
The above constitutes the Reliability Coordinator’'s complete liability for claims of
infringement relating to any the Reliability Coordinator’s Data and Processes, Reliability
Coordinator Pre-Existing Intellectual Property, Reliability Coordinator Retained Rights,
and deliverables prepared, produced or first developed by the Reliability Coordinator in
connection with the performance of its obligations under this Agreement.

6.6 LG&E/KU Non-Infringement; Indemnification. LG&E/KU warrants to the
Reliability Coordinator that, to its knowledge, all LG&E/KU’s Data (except for Data
created by the Reliability Coordinator on behalf of LG&E/KU) and Processes, LG&E/KU
Pre-Existing Intellectual Property, and LG&E/KU Retained Rights shall not infringe on
any third party patent, copyright, trade secret or other third party proprietary rights.
LG&E/KU shall defend, hold harmless and indemnify the Reliability Coordinator and its
Affiliates and their respective employees, officers, directors, principals, owners,
partners, shareholders, agents, representatives, consultants, and subcontractors
against all claims, lawsuits, penalties, awards, judgments, court costs, and arbitration
costs, attorneys’ fees, and other reasonable out-of-pocket costs incurred in connection
with such claims or lawsuits based upon the actual or alleged infringement of any of the
foregoing rights; provided that the Reliability Coordinator gives prompt written notice of
any such claim or action to LG&E/KU, permits LG&E/KU to control the defense of any
such claim or action with counsel of its choice, and cooperates with LG&E/KU in the
defense thereof; and further provided that such claim or action is not based on any
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alteration, modification or combination of the deliverable with any item, information or
process not provided by LG&E/KU to the Reliability Coordinator, where there would be
no infringement in the absence of such alteration, modification or combination. The
above constitutes LG&E/KU’s complete liability for claims of infringement relating to any
of the LG&E/KU’s Data and Processes, LG&E/KU Pre-Existing Intellectual Property, and
LG&E/KU Retained Rights.

Section 7 - Indemnification.

7.1 Indemnification by the Parties. Each Party (“Indemnifying Party”) shall
indemnify, release, defend, reimburse and hold harmless the other Party and its
Affiliates, and their respective directors, officers, employees, principals, representatives
and agents (collectively, the “Indemnified Parties”) from and against any and all claims,
demands, liabilities, losses, causes of action, awards, fines, penalties, litigation,
administrative proceedings and investigations, costs and expenses, and attorney fees
(each, an “Indemnifiable Loss”) asserted against or incurred by any of the Indemnified
Parties arising out of, resulting from or based upon (a) a breach by the Indemnifying
Party of its obligations under this Agreement, (b) claims of bodily injury or death of any
person or damage to real and/or tangible personal property caused by the negligence or
willful misconduct of the Indemnifying Party and its Affiliates and their respective
directors, officers, employees, principals, representatives, agents or contractors during
the Term, or (c) the acts or omissions of the Indemnifying Party and its Affiliates and
their respective directors, officers, employees, principals, representatives, agents or
contractors during the Term.

7.2  No Consequential Damages. Neither Party shall be liable to the other Party
under this Agreement (by way of indemnification, damages or otherwise) for any
indirect, incidental, exemplary, punitive, special or consequential damages, except in
the case of gross negligence or willful misconduct.

7.3  Cooperation Regarding Claims. If an Indemnified Party receives notice or has
knowledge of any Indemnifiable Loss that may result in a claim for indemnification by
such Indemnified Party against an Indemnifying Party pursuant to this Section 7, such
Indemnified Party shall as promptly as possible give the Indemnifying Party notice of
such Indemnifiable Loss, including a reasonably detailed description of the facts and
circumstances relating to such Indemnifiable Loss, a complete copy of all notices,
pleadings and other papers related thereto, and in reasonable detail the basis for its
claim for indemnification with respect thereto. Failure to promptly give such notice or to
provide such information and documents shall not relieve the Indemnifying Party from
the obligation hereunder to respond to or defend the Indemnified Party against such
Indemnifiable Loss unless such failure shall materially diminish the ability of the
Indemnifying Party to respond to or to defend the Indemnified Party against such
Indemnifiable Loss. The Indemnifying Party, upon its acknowledgment in writing of its
obligation to indemnify the Indemnified Party in accordance with this Section 7, shall be
entitled to assume the defense or to represent the interest of the Indemnified Party with
respect to such Indemnifiable Loss, which shall include the right to select and direct
legal counsel and other consultants, appear in proceedings on behalf of such
Indemnified Party and to propose, accept or reject offers of settlement, all at its sole
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cost. If and to the extent that any such settlement is reasonably likely to involve
injunctive, equitable or prospective relief or materially and adversely affect the
Indemnified Party’s business or operations other than as a result of money damages or
other money payments, then such settlement will be subject to the reasonable approval
of the Indemnified Party. Nothing herein shall prevent an Indemnified Party from
retaining its own legal counsel and other consultants and participating in its own defense
at its own cost and expense.

Section 8 - Contract Managers; Dispute Resolution.

8.1 LG&E/KU Contract Manager. LG&E/KU shall appoint an individual (the
“‘LG&E/KU Contract Manager”) who shall serve as the primary LG&E/KU representative
under this Agreement. The LG&E/KU Contract Manager shall (a) have overall
responsibility for managing and coordinating the performance of LG&E/KU’s obligations
under this Agreement, and (b) be authorized to act for and on behalf of LG&E/KU with
respect to all matters relating to this Agreement. Notwithstanding the foregoing, the
LG&E/KU Contract Manager may, upon prior written notice to the Reliability
Coordinator, delegate such of his or her responsibilities to other LG&E/KU employees,
as the LG&E/KU Contract Manager deems appropriate. LG&E/KU may, upon prior
written notice to the Reliability Coordinator, change the LG&E/KU Contract Manager.

8.2  Reliability Coordinator Contract Manager. The Reliability Coordinator shall
appoint, among the Key Personnel identified in Attachment C, an individual (the
“Reliability Coordinator Contract Manager”) who shall serve as the primary Reliability
Coordinator representative under this Agreement. The Reliability Coordinator Contract
Manager shall (a) have overall responsibility for managing and coordinating the
performance of the Reliability Coordinator’s obligations under this Agreement, and (b)
be authorized to act for and on behalf of the Reliability Coordinator with respect to all
matters relating to this Agreement. Notwithstanding the foregoing, the Reliability
Coordinator Contract Manager may, upon prior written notice to LG&E/KU, delegate
such of his or her responsibilities to other Key Personnel, as the Reliability Coordinator
Contract Manager deems appropriate. The Reliability Coordinator may, upon prior
written notice to LG&E/KU, change the Reliability Coordinator Contract Manager. For
the avoidance of doubt, LG&E/KU shall not have an approval or consent right with
respect to the selection of the Reliability Coordinator Contract Manager.

8.3  Resolution of Disputes. Any dispute, claim or controversy between the Parties
arising out of or relating to this Agreement (each, a “Dispute”) shall be resolved in
accordance with the procedures set forth in this Section 8.3; provided, however, that this
Section 8.3 shall not apply to Disputes arising from or relating to (a) the amount of
compensation to be paid by LG&E/KU pursuant to the last sentence of Section 3.1,
which shall be resolved pursuant thereto, or (b) confidentiality or intellectual property
rights (in which case either Party shall be free to seek available legal or equitable
remedies).

8.3.1 Notice of Dispute. Each Party shall provide written notice to the
other party of any Dispute, including a description of the nature of the Dispute.
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8.3.2  Dispute Resolution by Contract Managers. Any Dispute shall first be
referred to the LG&E/KU Contract Manager and the Reliability Coordinator
Contract Manager, who shall negotiate in good faith to resolve the Dispute.

8.3.3  Dispute Resolution by Executive Management Representatives. If the
Dispute is not resolved within fifteen (15) days of being referred to the LG&E/KU
Contract Manager and the Reliability Coordinator Contract Manager pursuant to
Section 8.3.2, then each Party shall have five (5) days to appoint an executive
management representative who shall negotiate in good faith to resolve the
Dispute.

8.3.4  Exercise of Remedies at Law or in Equity. If the Parties’ executive
management representatives are unable to resolve the Dispute within thirty (30)
days of their appointment, then each Party shall be free to pursue any remedies
available to it and to take any action in law or equity that it believes necessary or
convenient in order to enforce its rights or cause to be fulfilled any of the
obligations or agreements of the other Party.

8.4 LG&E/KU Rights Under FPA Unaffected. Nothing in this Agreement is
intended to limit or abridge any rights that LG&E/KU may have to file or make
application before FERC under Section 205 of the FPA to revise any rates, terms or
conditions of the OATT or any other FPA jurisdictional agreement.

8.5 Reliability Coordinator Rights Under the TVA Act and FPA Unaffected. Nothing
in this Agreement is intended to limit or abridge any rights that the Reliability
Coordinator may have under the TVA Act or the FPA, nor to require the Reliability
Coordinator to violate the area limitations set forth in the TVA Act.

8.6  Statute of Limitations; Continued Performance. The Parties agree to waive the
applicable statute of limitations during the period of time that the Parties are seeking to
resolve a Dispute pursuant to Sections 8.3.2 and 8.3.3, and the statute of limitations
shall be tolled for such period. The Parties shall continue to perform their obligations
under this Agreement during the resolution of a Dispute.

Section 9 - Insurance.

9.1 Requirements. The Reliability Coordinator shall provide and maintain
during the Term insurance coverage in the form and with minimum limits of liability as
specified below, unless otherwise agreed to by the Parties.

9.1.1 Worker’'s compensation insurance in accordance with the Federal
Employees Compensation Act (FECA).

9.1.2  Commercial general liability or equivalent insurance with a combined
single limit of not less than $1,000,000 per occurrence. Such insurance shall
include products/completed operations liability, owners protective, blanket
contractual liability, personal injury liability and broad form property damage.
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9.2 Insurance Matters. All insurance coverages required pursuant to Section
9.1 shall (a) be provided by insurance companies that have a Best Rating of A or higher,
(b) provide that LG&E/KU is an additional insured (other than the workers’
compensation insurance), (c) provide that LG&E/KU will receive at least thirty (30) days
written notice from the insurer prior to the cancellation or termination of or any material
change in any such insurance coverages, and (d) include waivers of any right of
subrogation of the insurers thereunder against LG&E/KU. Certificates of insurance
evidencing that the insurance required by Section 9.1 is in force shall be delivered by
the Reliability Coordinator to LG&E/KU prior to the Effective Date.

9.3 Compliance. The Reliability Coordinator shall not commence performance of
any Functions until all of the insurance required pursuant to Section 9.1 is in force, and
the necessary documents have been received by LG&E/KU pursuant to Section 9.2.
Compliance with the insurance provisions in Section 9 is expressly made a condition
precedent to the obligation of LG&E/KU to make payment for any Functions performed
by the Reliability Coordinator under this Agreement. The minimum insurance
requirements set forth above shall not vary, limit or waive the Reliability Coordinator’s
legal or contractual responsibilities or liabilities under this Agreement.

Section 10 - Confidentiality.

10.1 Definition of Confidential Information. For purposes of this Agreement,
“Confidential Information” shall mean, in respect of each Party, all activities by such
Party and information and documentation of such Party, whether disclosed to or
accessed by the other Party, in each case, in connection with this Agreement; provided,
however, that the term “Confidential Information” shall not include information that: (a) is
independently developed by the recipient, as demonstrated by the recipient’s written
records, without violating the disclosing Party’s proprietary rights; (b) is or becomes
publicly known (other than through unauthorized disclosure); (c) is disclosed by the
owner of such information to a third party free of any obligation of confidentiality; (d) is
already known by the recipient at the time of disclosure, as demonstrated by the
recipient’s written records, and the recipient has no obligation of confidentiality other
than pursuant to this Agreement or any confidentiality agreements between the Parties
entered into before the Effective Date; or (e) is rightfully received by a Party free of any
obligation of confidentiality.

10.2 Protection of Confidential Information. All Confidential Information shall be held
in confidence by the recipient to the same extent and in at least the same manner as the
recipient protects its own confidential information, and such Confidential Information
shall be used only for purposes of performing obligations under this Agreement. Except
as otherwise provided in Section 10.4, neither Party shall disclose, publish, release,
transfer or otherwise make available Confidential Information of, or obtained from, the
other Party in any form to, or for the use or benefit of, any person or entity without the
disclosing Party’s prior written consent. Each Party shall be permitted to disclose
relevant aspects of the other Party’s Confidential Information to its officers, directors,
agents, professional advisors, contractors, subcontractors and employees and to the
officers, directors, agents, professional advisors, contractors, subcontractors and
employees of its Affiliates, to the extent that such disclosure is reasonably necessary for
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the performance of its duties and obligations or the determination, preservation or
exercise of its rights and remedies under this Agreement; provided, however, that the
recipient shall take all reasonable measures to ensure that Confidential Information of
the disclosing Party is not disclosed or duplicated in contravention of the provisions of
this Agreement by such officers, directors, agents, professional advisors, contractors,
subcontractors and employees. The obligations in this Section 10 shall not restrict any
disclosure pursuant to any local, state or federal governmental agency or authority if
such release is necessary to comply with applicable laws, governmental regulations or
orders of regulatory bodies or courts; provided that, other than in respect of disclosures
pursuant to Section 10.4, the recipient shall give prompt notice to the disclosing Party in
reasonable time to exercise whatever legal rights the disclosing Party may have to
prevent or limit such disclosure. Further, the recipient shall cooperate with the disclosing
Party in preventing or limiting such disclosure.

10.3 NERC Data Confidentiality Agreement. In addition to, and not in limitation of, the
confidentiality restrictions in Section 10.2, each Party shall sign the NERC Data
Confidentiality Agreement and shall treat all Confidential Information as transmission
operations and transmission system information pursuant to the NERC Data
Confidentiality Agreement.

10.4 FERC Requests for Confidential Information. Notwithstanding anything in this
Agreement to the contrary, if FERC or its staff, during the course of an investigation or
otherwise, requests information from the Reliability Coordinator related to services
provided by the Reliability Coordinator to LG&E/KU that the Reliability Coordinator is
otherwise required to maintain in confidence pursuant to this Agreement, the Reliability
Coordinator shall provide the requested information to FERC or its staff within the time
provided for in the request for information. In providing such information to FERC or its
staff, the Reliability Coordinator shall, consistent with 18 C.F.R. § 388.112, request that
the information be treated as confidential and non-public by FERC and its staff and that
the information be withheld from public disclosure. The Reliability Coordinator shall
notify LG&E/KU when it is notified by FERC or its staff that a request for public
disclosure of, or decision to publicly disclose, confidential information has been
received, at which time either the Reliability Coordinator or LG&E/KU may respond
before such information is made public, pursuant to 18 C.F.R. § 388.112.

Section 11 - Force Majeure.

11.1 Neither Party shall be liable to the other Party for any failure or delay of
performance hereunder due to causes beyond such Party’s reasonable control, which
by the exercise of reasonable due diligence such Party is unable, in whole or in part, to
prevent or overcome (a “Force Majeure”), including acts of God, act of the public enemy,
fire, explosion, vandalism, cable cut, storm or other catastrophes, weather impediments,
national emergency, insurrections, riots, wars or any law, order, regulation, direction,
action or request of any government or authority or instrumentality thereof. Neither Party
shall be considered in default as to any obligation under this Agreement if prevented
from fulfilling the obligation due to an event of Force Majeure, except for the obligation
to pay any amount when due, provided that the affected Party:
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11.1.1 gives notice to the other Party of the event or circumstance giving
rise to the event of Force Majeure;

11.1.2 affords the other Party reasonable access to information about the event
or circumstances giving rise to the event of Force Majeure;

11.1.3 takes commercially reasonable steps to restore its ability to perform its
obligations hereunder as soon as reasonably practicable, provided that the
affected Party shall not be obligated to take any steps that are not otherwise in
accordance with Good Utility Practice; and

11.1.4 exercises commercially reasonable efforts to perform its obligations
hereunder.

Section 12 - Reporting; Audit.

12.1 Reporting. The Reliability Coordinator shall make regular reports to
FERC and LG&E/KU’s retail regulators as may be required by applicable law and
regulations or as may be requested by such authorities.

12.2 Books and Records. The Reliability Coordinator shall maintain full and accurate
books and records pertinent to this Agreement, and the Reliability Coordinator shall
maintain such books and records for three (3) years following the expiration or early
termination of this Agreement or longer if necessary to resolve a pending Dispute.
LG&E/KU will have the right, at reasonable times and under reasonable conditions, to
inspect and audit, or have an independent third party inspect and audit, the Reliability
Coordinator’s operations and books to (a) ensure compliance with this Agreement, (b)
verify any cost claims or other amounts due hereunder, and (c) validate the Reliability
Coordinator’s internal controls with respect to the performance of the Functions. The
Reliability Coordinator shall maintain an audit trail, including all original transaction
records, of all financial and non-financial transactions resulting from or arising in
connection with this Agreement as may be necessary to enable LG&E/KU or the
independent third party, as applicable, to perform the foregoing activities. LG&E/KU
shall be responsible for any costs and expenses incurred in connection with any such
inspection or audit, unless such inspection or audit discovers that LG&E/KU was
charged inappropriate or incorrect costs and expenses, in which case, the Reliability
Coordinator shall be responsible for a percentage of the costs and expenses incurred in
connection with such inspection or audit equal to the percentage variance by which
LG&E/KU was charged inappropriate or incorrect costs and expenses. The Reliability
Coordinator shall provide reasonable assistance necessary to enable LG&E/KU or an
independent third party, as applicable, and shall not be entitled to charge LG&E/KU for
any such assistance. Amounts incorrectly or inappropriately invoiced by the Reliability
Coordinator to LG&E/KU, whether discovered prior to or subsequent to payment by
LG&E/KU, shall be adjusted or reimbursed to LG&E/KU by the Reliability Coordinator
within twenty (20) days of notification by LG&E/KU to the Reliability Coordinator of the
error in the invoice.

12.3 Regulatory Compliance. The Reliability Coordinator shall comply with all
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reasonable requests by LG&E/KU to comply with Section 404 of the Sarbanes-Oxley
Act and related regulatory requirements. LG&E/KU may hire, at its expense, or
LG&E/KU may direct the Reliability Coordinator to hire, at LG&E/KU expense, an
independent auditor to review, audit and prepare audit reports associated with the
Reliability Coordinator’s controls and systems relating to the Functions and LG&E/KU'’s
financial statements and reports, in accordance with SAS No. 70, Type Il. Such reports
may not be required more frequently than twice per Contract Year. The Reliability
Coordinator shall notify LG&E/KU prior to or at the time of any significant or material
change to any internal process or financial control of the Reliability Coordinator that
would or might impact the Functions performed for or on behalf of LG&E/KU or that
would, or might, have a significant or material effect on such process’s mitigation of risk
or upon the integrity of LG&E/KU’s financial reporting or disclosures and provide
sufficient details of the change so as to enable LG&E/KU and/or its independent
auditors to review the change and evaluate its impact on its internal controls and
financial reporting. The Reliability Coordinator shall cooperate with the independent
auditors and LG&E/KU to enable the preparation of the reports necessary to comply
with Section 404 of the Sarbanes-Oxley Act, consistent with the other provisions of this
Agreement.

Section 13 - Independent Contractor.

The Reliability Coordinator shall be and remain during the Term an independent
contractor with respect to LG&E/KU, and nothing contained in this Agreement shall be
(a) construed as inconsistent with that status, or (b) deemed or construed to create the
relationship of principal and agent or employer and employee, between the Reliability
Coordinator and LG&E/KU or to make either the Reliability Coordinator or LG&E/KU
partners, joint ventures, principals, fiduciaries, agents or employees of the other Party
for any purpose. Neither Party shall represent itself to be an agent, partner or
representative of the other Party. Neither Party shall commit or bind, nor be authorized
to commit or bind, the other Party in any manner, without such other Party’s prior written
consent. Personnel employed, provided or used by any Party in connection herewith will
not be employees of the other Party in any respect. Each Party shall have full
responsibility for the actions or omissions of its employees and shall be responsible for
their supervision, direction and control.

Section 14 - Taxes.

Each Party shall be responsible for the payment of its own taxes, including taxes based
on its net income, employment taxes of its employees, taxes on any property it owns or
leases, and sales, use, gross receipts, excise, value-added or other transaction taxes.

Section 15 - Notices.

15.1 Notices. Except as otherwise specified herein, any notice required or
authorized by this Agreement shall be deemed properly given to a Party when sent to its
designated representative by facsimile or other electronic means (with a confirmation
copy sent by United States mail, first-class postage prepaid), by hand delivery, or by
United States mail, first-class postage prepaid. The Parties’ designated representatives
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are as follows:
If to LG&E/KU:

Louisville Gas and Electric Company
220 West Main St.

Louisville, Kentucky 40202
Facsimile: (502) 627-4002

And

Kentucky Utilities Company
220 West Main St.
Louisville, Kentucky 40202
Facsimile: (502) 627-4002

If to the Reliability Coordinator:

Tennessee Valley Authority

1101 Market Street, PCC 2A
Chattanooga, Tennessee 37402-2801
Facsimile: (423) 697-4120

15.2 Changes. Either Party may, from time to time, change the names,
addresses, facsimile numbers or other notice information set out in Section 15.1 by
notice to the other Party in accordance with the requirements of Section 15.1.

Section 16 - Key Personnel; Work Conditions.

16.1 Key Personnel. All Key Personnel shall be properly certified and
licensed, if required by law, and be qualified and competent to perform the Functions.
The Reliability Coordinator shall provide LG&E/KU prior written notice of the
replacement of any Key Personnel.

16.2 Conduct of Key Personnel and Reporting. The Reliability Coordinator agrees to
require that the Key Personnel comply with the Reliability Coordinator's employee code
of conduct, a current copy of which has been provided to LG&E/KU. The Reliability
Coordinator may amend its employee code of conduct at any time, provided that the
Reliability Coordinator shall promptly provide the LG&E/KU Contract Manager with a
copy of the amended employee code of conduct. If any Key Personnel commits fraud or
engages in material violation of the Reliability Coordinator’'s employee code of conduct,
the Reliability Coordinator shall promptly notify LG&E/KU as provided above and
promptly remove any such Key Personnel from the performance of the Functions.

16.3 Personnel Screening. The Reliability Coordinator shall be responsible for
conducting, in accordance with applicable law (including the Fair Credit Reporting Act,
The Fair and Accurate Credit Transactions Act, and Title VII of the Civil Rights Act of
1964), adequate pre-deployment screening of the Key Personnel prior to commencing
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performance of the Functions. By deploying Key Personnel under this Agreement, the
Reliability Coordinator represents that it has completed the Screening Measures (as
defined below) with respect to such Key Personnel. To the extent permitted by
applicable law, the term “Screening Measures” shall include, at a minimum, a
background check including: (a) a Terrorist Watch Database Search; (b) a Social
Security Number trace; (c) motor vehicle license and driving record check; and (d) a
criminal history check, including, a criminal record check for each county/city and
state/country in the employee’s residence history for the maximum number of years
permitted by law, up to seven (7) years. Unless prohibited by law, if, prior to or after
assigning a Key Personnel to perform the Functions, the Reliability Coordinator learns of
any information that the Reliability Coordinator considers would adversely affect such
Key Personnel’s suitability for the performance of the Functions (including based on
information discovered from the Screening Measures), the Reliability Coordinator shall
not assign the Key Personnel to the Functions or, if already assigned, promptly remove
such Key Personnel from performing the Functions and immediately notify LG&E/KU of
such action.

16.4 Security. LG&E/KU shall have the option of barring from LG&E/KU’s property
any Key Personnel whom LG&E/KU determines is not suitable in accordance with the
applicable laws pursuant to Sections 16.1 through 16.3.

Section 17 - Miscellaneous Provisions.

17.1 Governing Law. This Agreement and the rights and obligations of the
Parties hereunder shall be governed by and construed in accordance with applicable
state and federal laws, without regard to the laws requiring the applicability of the laws
of another jurisdiction.

17.2 Amendment. This Agreement shall not be varied or amended unless such
variation or amendment is agreed to by the Parties in writing.

17.3 Assignment. Neither Party shall sell, assign, or otherwise transfer any or all of
its respective rights hereunder, or delegate any or all of its respective obligations under
this Agreement.

17.4 No Third Party Beneficiaries. Nothing in this Agreement is intended to confer
any benefits upon any person or entity not a Party to this Agreement. This Agreement is
made solely for the benefit of the Parties and nothing herein shall be construed as a
stipulation for the benefit of others, and no third party shall be entitled to enforce this
Agreement against any Party hereto.

17.5 Waivers. No waiver of any provision of this Agreement shall be effective unless
it is signed by the Party against which it is sought to be enforced. The delay or failure by
either Party to exercise or enforce any of its rights under this Agreement shall not
constitute or be deemed a waiver of that Party’s right thereafter to enforce those rights,
nor shall any single or partial exercise of any such right preclude any other or further
exercise thereof or the exercise of any other right.
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17.6 Severability; Renegotiation. The invalidity or unenforceability of any portion or
provision of this Agreement shall in no way affect the validity or enforceability of any
other portion or provision herein. If any provision of this Agreement is found to be
invalid, illegal or otherwise unenforceable, the same shall not affect the other provisions
hereof or the whole of this Agreement and shall not render invalid, illegal or
unenforceable this Agreement or any of the remaining provisions of this Agreement. If
any provision of this Agreement or the application thereof to any person, entity or
circumstance, is held by a court or regulatory authority of competent jurisdiction to be
invalid, void or unenforceable, or if a modification, condition or other change to this
Agreement is imposed by a court or regulatory authority of competent jurisdiction which
materially affects the benefits or obligations of the Parties, then the Parties shall in good
faith negotiate such amendment or amendments to this Agreement as will restore the
relative benefits and obligation of the Parties immediately prior to such holding,
modification or condition. If such negotiations are unsuccessful, then either Party may
terminate this Agreement pursuant to Section 4.5.1.

17.7 Representations and Warranties. Each Party represents and warrants to the
other Party as of the Execution Date and the Effective Date as follows:

17.7 1 Organization. Itis duly organized, validly existing and in good
standing under the laws of the State in which it was organized or applicable
Federal law, and has all the requisite power and authority to own and operate its
material assets and properties and to carry on its business as now being
conducted and as proposed to be conducted under this Agreement.

17.7.2 Authority. It has the requisite power and authority to execute and
deliver this Agreement and, subject to the procurement of applicable regulatory
approvals, to perform its obligations under this Agreement. The execution and
delivery of this Agreement by it and the performance of its obligations under this
Agreement have been duly authorized by all necessary corporate action required
on its part.

17.7.3 Binding Effect. Assuming the due authorization, execution and delivery
of this Agreement by the other Party, this Agreement constitutes its legal, valid
and binding obligation enforceable against it in accordance with its terms, except
as the same may be limited by bankruptcy, insolvency or other similar applicable
laws affecting creditors’ rights generally, and by general principles of equity
regardless of whether such principles are considered in a proceeding at law or in
equity.

17.7.4 Regulatory Approval. It has obtained or will obtain by the Effective
Date, any and all approvals of, and acceptances for filing by, and has given or will
give any notices to, any applicable federal or state authority, that are required for
it to execute, deliver, and perform its obligations under this Agreement.

17.7.5 No Litigation. There are no actions at law, suits in equity, proceedings,
or claims pending or, to its knowledge, threatened against it before or by any
federal, state, foreign or local court, tribunal, or governmental agency or authority
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that might materially delay, prevent, or hinder the performance by such entity of
its obligations hereunder.

17.7.6 No Violation or Breach. The execution, delivery and performance by it
of its obligations under this Agreement do not and shall not: (a) violate its
organizational documents; (b) violate any applicable law, statute, order, rule,
regulation or judgment promulgated or entered by any applicable federal or state
authority, which violation could reasonably be expected to materially adversely
affect the performance of its obligations under this Agreement; or (c) result in a
breach of or constitute a default of any material agreement to which it is a party.

17.8 Further Assurances. Each Party agrees that it shall execute and deliver
such further instruments, provide all information, and take or forbear such further acts
and things as may be reasonably required or useful to carry out the purpose of this
Agreement and are not inconsistent with the provisions of this Agreement.

17.9 Entire Agreement. This Agreement and the Attachments hereto set forth the
entire agreement between the Parties with respect to the subject matter hereof, and
supersede all prior agreements, whether oral or written, related to the subject matter of
this Agreement, including that certain Reliability Coordinator Agreement, dated as of
January 10, 2006, between the Parties. The terms of this Agreement and the
Attachments hereto are controlling, and no parole or extrinsic evidence, including to
prior drafts and drafts exchanged with any third parties, shall be used to vary, contradict
or interpret the express terms, and conditions of this Agreement.

17.10 Good Faith Efforts. Each Party agrees that it shall in good faith take all
reasonable actions necessary to permit it and the other Party to fulfill their obligations
under this Agreement. Where the consent, agreement or approval of any Party must be
obtained hereunder, such consent, agreement or approval shall not be unreasonably
withheld, delayed or conditioned. Where a Party is required or permitted to act, or omit
to act, based on its opinion or judgment, such opinion or judgment shall not be
unreasonably exercised. To the extent that the jurisdiction of any federal or state
authority applies to any part of this Agreement or the transactions or actions covered by
this Agreement, each Party shall cooperate with the other Party to secure any necessary
or desirable approval or acceptance of such authorities of such part of this Agreement or
such transactions or actions.

17.11 Time of the Essence. With respect to all duties, obligations and rights of the
Parties, time shall be of the essence in this Agreement.

17.12 Interpretation. Unless the context of this Agreement otherwise clearly requires:

17.12.1 all defined terms in the singular shall have the same meaning
when used in the plural and vice versa;

17.12.2 the terms “hereof,” “herein,” “hereto” and similar words refer to
this entire Agreement and not to any particular Section, Attachment or any other
subdivision of this Agreement;
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17.12.3 references to “Section” or “Attachment” refer to this Agreement,
unless specified otherwise;

17.12.4 references to any law, statute, rule, regulation, notification or
statutory provision shall be construed as a reference to the same as it applies to
this Agreement and may have been, or may from time to time be, amended,
modified or re-enacted,

17.12.5 references to “includes,” “including” and similar phrases shall
mean “including, without limitation;”

17.12.6 the captions, section numbers and headings in this Agreement
are included for convenience of reference only and shall not in any way affect the
meaning or interpretation of this Agreement;

17.12.7 “or” may not be mutually exclusive, and can be construed to
mean “and” where the context requires there to be a multiple rather than an
alternative obligation; and

17.12.8 references to a particular entity include such entity’s successors
and assigns to the extent not prohibited by this Agreement.

17.12.9 any capitalized terms used in this Agreement, including the
Appendices, that are not defined in this Agreement or in the Appendices, shall
have the meaning established in the applicable NERC documentation.

17.13 Joint Effort. Preparation of this Agreement has been a joint effort of the
Parties and the resulting document shall not be construed more severely against one of
the Parties than against the other and no provision in this Agreement is to be interpreted
for or against any Party because that Party or its counsel drafted such provision. Each
Party acknowledges that in executing this Agreement its has relied solely on its own
judgment, belief and knowledge, and such advice as it may have received from its own
counsel, and it has not been influenced by any representation or statement made by the
other Party or its counsel not contained in this Agreement.

17.14 Counterparts. This Agreement may be executed in any number of counterparts,
each of which shall be deemed to be an original, but all of which together shall
constitute one and the same instrument, binding upon LG&E/KU and the Reliability
Coordinator, notwithstanding that LG&E/KU and the Reliability Coordinator may not
have executed the same counterpart.

Section 18 - Confidential Critical Infrastructure Information Protection.
Notwithstanding any other applicable confidentiality provisions in this RC Agreement
including Section 10 above, the following provisions of this Section 18 shall apply with
respect to LG&E/KU’s Protected Assets and Information. “LG&E/KU’s Protected Assets
and Information” is defined as: (i) LG&E/KU’s Critical Cyber Assets, (ii) LG&E/KU’s
Cyber Assets used in access control and monitoring of Company's Electronic Security
Perimeter(s), (iii) LG&E/KU’s Cyber Assets that authorize or log access to LG&E/KU’s
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Physical Security Perimeter(s) or (iv) any information relating to LG&E/KU’s Ciritical
Cyber Assets, including, without limitation, operational procedures, Critical Asset lists,
Critical Cyber Asset lists, network topology or similar diagrams, floor plans of computer
centers that contain Critical Cyber Assets, equipment layouts of Critical Cyber Assets,
disaster recovery plans, incident response plans, security configuration information, and
any other confidential information relating to the reliability or operability of the Bulk
Electric System and information generated or otherwise developed by the Reliability
Coordinator in connection with its performance of the Reliability Coordinator functions
that constitute or are otherwise related to LG&E/KU’s Protected Assets and Information
(collectively, “Confidential Critical Infrastructure Information”). The Reliability
Coordinator shall not disclose any Confidential Critical Infrastructure Information (which
will be clearly marked or otherwise identified by LG&E/KU as Confidential Critical
Infrastructure Information) to any person or entity, except strictly on a need-to-know
basis, and shall take all necessary actions to protect the Confidential Critical
Infrastructure Information, including, without limitation, ensuring that appropriate
electronic and/or password access controls are in place if such Confidential Critical
Infrastructure Information is stored on shared drives or systems, encrypting all such
information stored on laptops or removable media (such as a USB drive), and
maintaining any such hard copy information in a secure, locked storage container and
not permitting any unauthorized individual to view, handle or possess such information.
The Reliability Coordinator shall provide to LG&E/KU a list of all the Reliability
Coordinator employees, subcontractors or other persons associated with the Reliability
Coordinator with access to any Confidential Critical Infrastructure Information when and
as requested by LG&E/KU. The Reliability Coordinator will provide notification by
contacting the LG&E/KU’s NERC Compliance representative identified below
immediately upon becoming aware that it has disclosed any Confidential Critical
Infrastructure Information in violation of this Section 18. The Reliability Coordinator shall
ensure that each recipient of any Confidential Critical Infrastructure Information
understands and complies with the requirements to protect Confidential Critical
Infrastructure Information from inappropriate disclosure as set forth in this Section 18.
Notwithstanding anything to the contrary in the Contract, with respect to any Confidential
Critical Infrastructure Information, the restrictions set forth in this Section 18 shall remain
in effect indefinitely from the date such Confidential Critical Infrastructure Information
was first disclosed to or obtained or discovered by the Reliability Coordinator. The
Reliability Coordinator shall, upon request and as directed by LG&E/KU, promptly return
to LG&E/KU, or otherwise properly dispose of, any and all Confidential Critical
Infrastructure Information that is in the possession of the Reliability Coordinator or any
of its employees or subcontractors.
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The parties have caused this Reliability Coordinator Agreement to be executed by their
duly authorized representatives as of the dates shown below.

LOUISVILLE GAS AND ELECTRIC COMPANY

/s/ Tom Jessee

Name:Tom Jessee
Title: Vice President, Transmission
Date: 8/25/14

KENTUCKY UTILITIES COMPANY

/s/ Tom Jessee

Name:Tom Jessee
Title: Vice President, Transmission
Date: 8/25/14

TENNESSEE VALLEY AUTHORITY

/s/ Timothy E. Ponseti

Name: Timothy E. Ponseti
Title: Vice President, Transmission Operations & Power Supply
Date: 8-25-2014
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ATTACHMENT A
TO THE RELIABILITY COORDINATOR AGREEMENT

DESCRIPTION OF THE PRIMARY FUNCTIONS

The Reliability Coordinator is responsible for bulk transmission reliability and power
supply reliability functions. Bulk transmission reliability functions include reliability
analysis, loading relief procedures, re-dispatch of generation and ordering curtailment of
transactions and/or load.

Power supply reliability functions include monitoring Balancing Authority Area
performance and ordering the Balancing Authority to take actions, including load
curtailment and increasing/decreasing generation in situations where an imbalance
between generation and load places the system in jeopardy. The procedures to be
followed by the Reliability Coordinator shall be consistent with those of NERC and are
spelled out in the NERC Approved Reliability Plan for the TVA Reliability Coordination
Area and TVA Standard Procedures and Policies.

l. Reliability Coordinator General Functions:

The Reliability Coordinator shall perform the following functions:

a) Serving as NERC designated reliability coordinator and represent the TVA
Reliability Area at the NERC and Regional Reliability Council level.

b) Implementing applicable NERC and regional reliability criteria initiatives,
such as maintaining a connection to NERC’s Interregional Security
Network (“ISN”), day-ahead load-flow analysis, transmission loading relief
procedures, and information exchange.

C) Developing and coordinating with the Reliability Coordination Advisory
Committee (“RCAC”) new Reliability Coordinator Procedures and revisions
to existing Reliability Coordinator Procedures.

d) Exchanging timely, accurate, and relevant Transmission System
information with LG&E/KU, the ITO, and with other reliability coordinators.

e) Developing and maintaining system models and tools needed to perform
analysis needed to develop operational plans.

f) Coordinating with neighboring reliability coordinators and other operating
entities as appropriate to ensure regional reliability.

g) All other reliability coordinator functions as required for compliance with
applicable NERC Reliability Standards and Regional Reliability Council
standards, as the same may be amended or modified from time to time.

Il. Real-time Operations:

A. Reliability Coordinator Functions:
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d)

The Reliability Coordinator shall perform the following functions:

Monitoring, analyzing, and coordinating the reliability of LG&E/KU’s
facilities and interfaces with other Balancing Authorities, Transmission
Operators, and other reliability coordinators.

Performing analyses to develop an evaluation of system conditions.
LG&E/KU will provide necessary information (e.g., outages and
transactions) and Transmission System conditions, as applicable, to the
Reliability Coordinator in accordance with applicable NERC Reliability
Standards. The results of these analyses will be provided to LG&E/KU and
neighboring reliability coordinators in accordance with applicable NERC
Standards and Regional Reliability Council Standards.

Determining, directing, and documenting appropriate actions to be taken
by LG&E/KU, the ITO and Reliability Coordinator in accordance with the
NERC Reliability Standards, including curtailment of transmission service
or energy schedules, re-dispatch of generation and load shedding as
necessary to alleviate facility overloads and abnormal voltage conditions,
and other circumstances that affect interregional bulk power reliability.

Coordinating transmission loading relief and voltage correction actions
with LG&E/KU and with other reliability coordinators.

LG&E/KU Responsibilities:

LG&E/KU shall have the following responsibilities:

a)

b)

c)

d)

Ensuring appropriate telemetry and providing Reliability Coordinator
real-time operational information for monitoring.

Receiving from the Reliability Coordinator all reliability alerts for TVA
Reliability Area and neighboring reliability coordinators.

Following Reliability Coordinator directives for corrective actions (e.g.,
curtailments or load shedding) during system emergencies or to
implement TLR procedures.

Receiving from Reliability Coordinator all notices regarding Transmission
System limitations or other reliability issues, as appropriate.

Forward Operations:

A

a)

Reliability Coordinator Functions:

The Reliability Coordinator shall perform the following functions:

Performing analyses and develop an evaluation of the expected next-day
Transmission System operations. The results of these analyses shall be
provided to LG&E/KU, the ITO and neighboring reliability coordinators in
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accordance with applicable NERC Reliability Standards and Regional
Reliability Council Standards.

Performing analysis of planned transmission and generation outages and
coordination of outages with NERC, participants in reliability coordination
agreements, and other reliability coordinators as appropriate and as
required by NERC. This entails analysis and coordination of planned
outages which are beyond next day and intra-day outages.

Analyzing and approving all planned maintenance schedules on facilities
100kV and above and planned maintenance of generation facilities
submitted by LG&E/KU in conjunction with other work on the regional
transmission grid to determine the impact of LG&E/KU’s planned
maintenance schedule on the reliability of the facilities under TVA's
purview as Reliability Coordinator, and the purview of neighboring
reliability coordinators, and any other relevant effects; and coordinate
impacts on available transfer capability with the ITO.

Coordinating, as required by either NERC or other agreements, planned
maintenance schedules with all adjacent reliability coordination areas
and/or Balancing Authority Areas and Transmission Providers; as well as
the ITO.

B. LG&E/KU Responsibilities:

LG&E/KU shall have the following responsibilities:

a)

Providing generation-related information (e.g., outages and transactions)
and expected Transmission System conditions (e.g., transmission facility
outages and transactions), as applicable, to the Reliability Coordinator for
the next-day operation in accordance with applicable NERC Reliability
Standards and Regional Reliability Council standards.

Submitting facility ratings and operational data for all generators and
transmission facilities in the LG&E/KU footprint.

Coordinating with the ITO and submitting to the Reliability Coordinator
generation dispatch information for the LG&E/KU footprint and following
Reliability Coordinator directives regarding dispatch adjustments to
mitigate congestion.

Submitting to the Reliability Coordinator generation operation plans and
commitments for reliability analysis.

Submitting to the Reliability Coordinator transmission maintenance plans
for reliability analysis.

Following Reliability Coordinator directives to revise transmission
maintenance plans as required to ensure grid reliability.
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h)

Receiving from Reliability Coordinator all notices regarding reliability
analyses for the TVA Reliability Area as well as neighboring reliability
coordinators.

Representing LG&E/KU on the RCAC and in all RCAC deliberations.

Regional Congestion Management

For the purposes of this section IV, capitalized terms will have the definitions
used in the Congestion Management Process (“CMP”), unless otherwise noted in
this section IV.

A.

Reliability Coordinator Functions:

The following functions to be performed by the Reliability Coordinator shall
be performed in conjunction with the functions to be performed by the
Independent Transmission Operator under the Independent Transmission
Organization Agreement and will fully incorporate the LG&E/KU operations
into the procedures and protocols governing other facilities in the
Reliability Coordinator’s Reliability Area in accordance with the CMP:

Identifying Coordinated Flowgates and determination of flowgates
requiring Reciprocal Coordination (twice annually).

Performing Historic Firm Flow Calculations -- implement transmission
service reservation set and designated resources provided by LG&E/KU
for established freeze date; calculate historic firm flow values and ratios for
all coordinated flowgates on LG&E/KU’s system (bi-annually).

Developing reciprocal coordination agreements that establish how each
Operating Entity will consider its own flowgates as well as the usage of
other Operating Entities when it determines the amount of flowgate or
constraint capacity remaining. This process will include both operating
horizon determination as well as forward looking capacity allocation.

Implementing AFC Process -- determine AFC attribute requirements;
obtain NNL Impact Data; implement Allocation Calculation Process;
implement AFC calculation process.

The Reliability Coordinator will provide the ITO flowgate AFCs on an
hourly basis and flowgate allocations on a daily basis.

LG&E/KU Responsibilities:

LG&E/KU is obligated to uphold the terms and conditions of the CMP, and
providing the Reliability Coordinator with the information and support it
needs in order to carry out its duties as LG&E/KU 's Reliability
Coordinator. LG&E/KU shall have the following responsibilities. LG&E/KU
will be responsible for coordinating with the ITO and providing
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Transmission System data to the Reliability Coordinator including, but not
limited to:

Operating information:

[ Transmission Service Reservations;
ii) Load forecast requirements;

ii Flowgates requirements;

AFC data requirements;

(

(i

(iii)

(iv)

(v) PSSE Models Requirements;

(vi)  Designated Network Resources requirements;
(vii)  Jointly owned units;

(viii)  Dynamic schedules;

(
(

iX) NNL allocations requirements; and,
X) NNL Evaluator Requirements.

Projected operating information:

(1) Unit commitment/merit order;

(i) Firm purchase and sales (including grandfathered
agreements);

(iif)  Independent power producer information including
current operating level, projected operating levels,
Scheduled Outage start and end dates;

(iv)  Planned and actual operational start-up dates for any
permanently added, removed, or significantly altered
transmission segments; and

(v) Planned and actual start-up testing and operational
start-up dates for any permanently added, removed,
or significantly altered generation units.

ITO Responsibilities:

The ITO shall have the following responsibilities in support of the
Congestion Management Process (“CMP”):

Providing to the Reliability Coordinator all transmission facility plans and
facility upgrade schedules.

Providing to the Reliability Coordinator the status of all transmission
service requests and all new transmission service agreements.

Receiving from the Reliability Coordinator all flowgate AFCs on an hourly
basis and flowgate allocations on a daily basis.

Converting flowgate information provided by the Reliability Coordinator to
ATC values for posting on OASIS and for analyzing TSRs.
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e)

f)

Implementing CMP business rules for AFC vs. ASTFC.

Honoring all AFC allocations and AFC over-rides from other CMP
participants in the evaluation and granting of transmission service.

V. Reliability Coordination

A.

Reliability Coordinator Functions:

The Reliability Coordinator will ensure a long-term (one year and beyond) plan is
available for adequate resources and transmission within the TVA Reliability Area. The
Reliability Coordinator will integrate the Annual Plan provided by the ITO with plans of
other operating entities in the Reliability Coordination Area and assess the plans to
ensure those plans meet reliability standards. The Reliability Coordinator will advise the
ITO of solutions to plans that do not meet those standards. The Reliability Coordinator
will then coordinate the Reliability Area Plan with those of neighboring reliability
coordinators and Planning Coordinators to ensure wide-area grid reliability.

These functions include:

a)

b)

b)

Integrating the transmission and resource (demand and capacity) system
models provided by the ITO with those of other Reliability Coordinator
Area operating entities to ensure Transmission System reliability and
resource adequacy.

Applying methodologies and tools to assess and analyze the Transmission
System’s expansion plans and the resource adequacy plans.

Collecting all information and data required for modeling and evaluation
purposes.

Integrating and verifying that the respective plans of the Resource
Planners and Transmission Planners within the TVA Reliability Area meet
reliability standards.

Coordinating the Reliability Coordinator Area plan with neighboring
Reliability Coordinators for review, as appropriate.

Integrating the Reliability Coordinator Area plan with neighboring Planning
Coordinators/reliability coordinators’ plans to provide a broad
multi-regional bulk system planning view.

LG&E/KU Responsibilities:

LG&E/KU shall have the following responsibilities:

Providing to the Reliability Coordinator demand and energy end-use
customer forecasts, capacity resources, and demand response programs.

Providing to the Reliability Coordinator generator unit performance
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C) Providing to Reliability Coordinator long-term capacity purchases and

sales.
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ATTACHMENT B
DIVISION OF RESPONSIBILITIES FOR THE PLANNING FUNCTION
Overview

This Attachment B to the Reliability Coordinator Agreement is designed to provide a
division of responsibilities between LG&E/KU, the ITO and the Reliability Coordinator.
Long-term Transmission Planning for LG&E/KU’s footprint will be conducted as an
iterative process as follows: 1) LG&E/KU will develop the long-term Annual
Transmission Plan (“Annual Plan”) and submit the Annual Plan to the ITO for initial
approval; 2) The ITO will review and conduct an engineering assessment of the Annual
Plan; and if it is approved, the ITO will submit the Annual Plan to the Reliability
Coordinator; 3) The Reliability Coordinator will conduct a regional assessment of the
Annual Plan, subject to the conditions below; 4) The Reliability Coordinator will submit
any changes based on its regional assessment to the ITO for final review and approval.
The ITO will ensure that transmission planning on the Transmission Owner’s system is
done on an independent, non-discriminatory basis. This process is further detailed
below.

1. Plan Development by LG&E/KU

LG&E/KU will be responsible for the following tasks:

1.1 System Models for Transmission Planning. LG&E/KU will develop and
maintain all transmission and resource (demand and capacity) system
models, to evaluate Transmission System performance and resource
adequacy. As part of these duties LG&E/KU is responsible for:

1.1.1 Creating the Base Case Model for the Transmission System. This
Model will include all existing long-term, firm uses of the
Transmission System, including: (i) Network Integration
Transmission Service; (ii) firm transmission service for LG&E/KU’s
Native Load,; (iii) Long-Term Point-to-Point Transmission Service;
and (iv) firm transmission service provided in accordance with
grandfathered agreements. The Base Case Model will be
developed pursuant to the modeling procedures used in developing
the NERC multi-regional and Reliability First regional models.

1.1.2 Providing the Base Case Model to the ITO for review and approval
according to the iterative process outlined in the overview to this
Attachment B.

1.1.3 Maintaining other transmission models including, but not limited to
steady-state, dynamic and short circuit models.

1.2  Assess, develop, and document Resource and Transmission Expansion
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LG&E/KU will assess, develop, and document Resource and

Transmission Expansion plans including the Annual Plan. These plans
include the following responsibilities:

1.2.1

1.2.2

1.2.3

1.2.4

1.2.5

Maintaining and apply methodologies and appropriate tools for the
development, analysis and simulation of the Transmission System
in the assessment and development of transmission expansion
plans and the analysis and development of resource adequacy
plans.

Developing a long-term (generally one year and beyond) plan for
the reliability (adequacy) of the Transmission System.

Defining system protection and control needs and requirements,
including special protection systems (remedial action schemes), to
meet reliability standards.

Developing and report, as appropriate, on the Annual Plan for
assessment and compliance with reliability standards.

Monitoring and report, as appropriate, its Annual Plan
implementation.

Information. LG&E/KU will define, collect and develop information required
for planning purposes, including:

1.3.1

1.3.2

Transmission facility characteristics and ratings. Collect and
maintain specific transmission information regarding characteristics
of transmission facilities, lines, equipment, and methodologies, for
determining the appropriate thermal ratings of circuits and
transformers, including information on transmission line design
temperature, voltage and stability limits and other transformer test
data.

Demand and energy end-use customer forecasts, capacity
resources, and demand response programs. Including:

i. Load forecasts for all existing delivery points for the following
ten years, including transmission (wholesale and retail)
connected substations and distribution substations, and
coincident and noncoincident peak demands and power
factor at each delivery point;

ii. Plans for new delivery points for the following ten years;
iii. Resource plans for the following 10 years;

iv. Expectations for market access to on- and off-system
generation resources;
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V. All planned on-system distributed generation resources; and
Vi. Information on all interruptible loads.

1.3.3 Generator unit performance characteristics and capabilities.
LG&E/KU shall provide the ITO with all necessary data, information,
and applicable requirements that govern the operation of any
generating facilities interconnected with the Transmission System,
as the ITO may require for performance of its various functions.
LG&E/KU shall submit and coordinate generator unit schedules as
necessary to permit the ITO to assess transmission transfer
capability and to permit the Reliability Coordinator to assess
transmission reliability. LG&E/KU shall submit, on an annual basis,
data concerning projected loads, designated network resources,
generation and transmission maintenance schedules, and other
such operating data as the ITO may require for performance its
various functions.

1.3.4 Long-term capacity purchases and sales. LG&E/KU will maintain a
list of all long-term capacity purchases and sales and include this
information in its model development and the Annual Plan.

2 ITO Review and Assessment

The ITO will be responsible for the following tasks:

2.1

2.2

23

24

Independently reviewing and approving LG&E/KU’s Planning Guidelines. If
the ITO concludes that additional explanatory detail is required, LG&E/KU
will modify the appropriate business practice documents to include the
additional detail. The ITO will ensure that the final versions of the Planning
Criteria are posted on OASIS;

Reviewing and approving LG&E/KU’s Base Case Model; reviewing,
evaluating, and commenting on the Annual Plan as developed by
LG&E/KU. This review and evaluation will be based on all applicable
planning criteria and statewide or multi-state transmission planning
requirements;

Monitoring LG&E/KU’s transmission facility ratings based on access to
data necessary to evaluate such ratings;

Performing an Independent assessment of the Transmission System using
the Planning Guidelines and the Base Case Model. As part of this
assessment, the ITO will independently evaluate whether: (i) LG&E/KU’s
Annual Plan complies with the Planning Guidelines and the Base Case
Model; and (ii) whether there are upgrade projects in the Annual Plan that
are not necessary to meet the Planning Guidelines and the Base Case
Model,
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2.5

2.6

Holding a Transmission Planning Conference to gather input and consider
the planning process and LG&E/KU’s Annual Plan; and

Providing LG&E/KU with its conclusions regarding the reliability
assessment and evaluation of the Annual Plan, including any outstanding
issues that the ITO believes LG&E/KU should address. LG&E/KU will have
the opportunity to review the ITO’s conclusions and may submit a revised
Annual Plan and supporting documentation to the ITO to address any
outstanding issues. Once the Annual Plan has been finalized by
LG&E/KU, the ITO will submit the Annual Plan to the Reliability
Coordinator for regional coordination.

3 Regional Coordination

The Reliability Coordinator will be responsible for the following tasks:

3.1 Integrating and verifying that the respective plans for the regional area
meet reliability standards.

3.2 Identifying and reporting on potential Transmission System and resource
adequacy deficiencies in the regional area, and provide alternate plans
that mitigate these deficiencies.

3.3  Reviewing and reporting, as appropriate, on LG&E/KU’s Annual Plan for
assessment and compliance with reliability standards within their regional
area.

3.4  Notifying impacted transmission entities within their regional area of any
planned transmission changes that may impact their facilities.

3.5 Submitting Annual Plan, including any changes based on the regional
coordination, to the ITO for final approval.

4 Final Review and Assessment

4.1 The ITO shall have final review and assessment of all plans. If the ITO
cannot approve a plan after regional coordination, then the ITO will return
the plan to LG&E/KU for further development as appropriate. The process
for final approval of any previously rejected plan will follow the same
iterative process as outlined above.

42 The ITO will post LG&E/KU’s finalized Annual Plan on OASIS.

5 Implementation of Plan and Construction of Upgrades

5.1 LG&E/KU is responsible for the implementation of the Annual Plan.
LG&E/KU will make a good faith effort to design, certify, and build facilities
approved by the ITO in the Annual Plan.

5.2 Inthe case where the Reliability Coordinator or the ITO does not agree

with the Annual Plan, nothing in this Attachment B shall prevent LG&E/KU
from constructing those facilities it deems necessary to reliably meet its
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obligation to serve its Transmission Customers, point-to-point, Network
Integration Service, and Native Load Customers.
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ATTACHMENT C
TO THE RELIABILITY COORDINATOR AGREEMENT

LIST OF KEY PERSONNEL
TVA Reliability Coordination Services

August 2014

Reliability Authority & Regional Operations

Armando Rodriguez - Senior Manager, Reliability Authority & Regional Operations
Roy Mathai - Project Manager, Operations Readiness

Reliability Operations

Nathan Schweighart - Manager, Reliability Operations
Terry Williams - Specialist Reliability Analysis Operator
Julio Bolano - Specialist Reliability Analysis Operator
Richard Brent Fuller - Specialist Reliability Analysis Operator
Timothy Gleason - Specialist Reliability Analysis Operator
Donald Herring - Specialist Reliability Analysis Operator
Daniel Kehoe - Specialist Reliability Analysis Operator
Thomas Wilk - Specialist Reliability Analysis Operator
William C. Dunn - Reliability Coordinator System Operator
Kevin Grooms - Reliability Coordinator System Operator
Darrell Jones - Reliability Coordinator System Operator
Thomas C. Nance - Reliability Coordinator System Operator
Travis Rackley - Reliability Coordinator System Operator
Brent Taylor - Reliability Coordinator System Operator
Reliability Analysis

Scott Walker - Manager, Reliability Analysis

Timothy Fritch - Electrical Engineer Planning

Marshalia Green - Electrical Engineer Planning

Gary Kobet - Electrical Engineer Planning

Shaun McFarland - Electrical Engineer Planning

Charles Michael McAmis - Electrical Engineer Planning
Jonathan Prater - Electrical Engineer Planning

Matthew Scott Schebler - Electrical Engineer Planning
Joshua Shultz - Electrical Engineer Planning

Justin Baier - Engineering Intern

Ulyana Pugina - Engineering Intern

Advanced Power Applications

Gregory Dooley - Electrical Engineer Power Systems
Alden Bost Jr. - Electrical Engineer Power Systems

Joey Burke - Electrical Engineer Power Systems

Brian Scott - Electrical Engineer Power Systems

David Nordy Jr. - Electrical Engineer Power Systems
Thomas Scott - Engineering Intern

Cyril Shircel - Engineering Intern
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Karlee Winkelman - Engineering Intern
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EXHIBIT 1
TO THE RELIABILITY COORDINATOR AGREEMENT

LG&E and KU hereby incorporate the Baseline Congestion Management Process
(Version 1.2), which is attached hereto.
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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, DC 20426

OFFICE OF ENERGY MARKET REGULATION

In Reply Refer To:
Louisville Gas and Electric Company
Docket No. ER17-850-000

March 2, 2017

Louisville Gas and Electric Company
Attention: Jennifer Keisling

220 West Main Street

Louisville, KY 40202

Reference: Independent Transmission Organization Agreement
Dear Ms. Keisling:

On January 25, 2017, Louisville Gas and Electric Company (LG&E) and
Kentucky Utilities Company (KU) (collectively, LG&E/KU) submitted an Independent
Transmission Organization Agreement between LG&E/KU as transmission owner and
TranServ International, Inc. (TranServ) as the independent transmission organization.*
Pursuant to authority delegated to the Director, Division of Electric Power Regulation-
Central, under 18 C.F.R. § 375.307, the submittal in the above-referenced docket is
accepted, effective September 1, 2017, as requested.

Notice of the filing was published in the Federal Register with comments,
protests, or interventions due on or before February 15, 2017. Under 18 C.F.R. §
385.210, interventions are timely if made within the time prescribed by the Secretary.
Under 18 C.F.R. § 385.214, the filing of a timely motion to intervene makes the movant a
party to the proceeding, if no answer in opposition is filed within fifteen days. No
protests or adverse comments were received.

This action does not constitute approval of any service, rate, charge, classification
or any rule, regulation, contract, or practice affecting such rate or service provided for in
the filed documents; nor shall such action be deemed as recognition of any claimed
contractual right or obligation affecting or relating to such service or rate; and such action

! This agreement is designated as Louisville Gas and Electric Company,
Transmission Tariff, Part V_ATTACH Q, Part V_ ATTACH Q Agts btw TO and ITO and
RC, 12.0.0.
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is without prejudice to any findings or orders which have been made or may hereafter be
made by the Commission in any proceeding now pending or hereafter instituted by or

against the applicant(s).

This order constitutes final agency action. Requests for rehearing by the
Commission may be filed within 30 days of the date of issuance of this order, pursuant to

18 C.F.R. § 385.713.

Sincerely,

Penny S. Murrell, Director
Division of Electric Power
Regulation — Central
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Please state your name, position and business address.

My name is Daniel K. Arbough. | am the Treasurer for Kentucky Utilities Company
(“KU” or the “Company”) and an employee of LG&E and KU Services Company,
which provides services to KU and Louisville Gas and Electric Company (“LG&E”)
(collectively, the “Companies”). My business address is 220 West Main Street,
Louisville, Kentucky.

What is the purpose of your rebuttal testimony?

The purpose of my testimony is to rebut certain arguments made in the direct testimony
of intervenors in this case. Specifically, I will explain (1) that Attorney General (“AG”)
witness Dr. Woolridge’s adjustment to KU’s capital structure is unreasonable; (2) that
AG witness Mr. Smith’s proposed disallowance of PPL Service Corporation (“PPL
Services”) charges is unreasonable and unwarranted; and (3) the adjustments proposed
by Kentucky Industrial Utilities Customers, Inc. (“KIUC”) witness Mr. Kollen, Kroger
witness Mr. Townsend, and Kentucky League of Cities witness Mr. Pollock to defer
the collection of prudent costs could impair the Company’s credit metrics.

Capital Structure

Please summarize Dr. Woolridge’s adjustment to KU’s capital structure.

Dr. Woolridge recommends imposing an artificial capital structure of 50.0% debt and
50.0% equity to set the Company’s rates, which differs from the capital structure
proposed in my direct testimony of 2.47% short-term debt, 44.25% long-term debt and
53.28% common equity. Dr. Woolridge claims this adjustment is necessary to make

KU’s capital structure “more reflective of the capital structures of electric utility and



10

11

12

13

14

15

16

17

18

19

20

gas distribution companies as well as KU’s ultimate parent company, PPL Corporation
(“PPL”)."t

Q. Is Dr. Woolridge correct that KU’s capital structure is not comparable to other
electric utility and gas distribution companies, or is unreasonably high?

A. No, he is not correct. In Adrien McKenzie’s direct testimony on behalf of KU, he
demonstrated that 22 of the 50 operating companies in his peer group, or nearly half,
had equity ratios at year-end 2015 that were equal to or greater than the 53.28%
common equity requested by the Company.? These peer utilities are the group of
electric and gas utility operating companies owned by the firms in the proxy group Mr.
McKenzie used to estimate the cost of equity.>

In fact, of the utilities in Dr. Woolridge’s proxy group that are not in Mr.
McKenzie’s, 13 of the 42 have equity ratios greater than the Company’s requested
percentage in this case.

Q. Is the Company’s equity ratio in this case consistent with KU’s equity ratios over
the last few years?

A. Yes, the equity percentage in this case is very consistent with the Company’s capital
structure over the last decade. Since 2007, KU’s quarter-end equity ratios have stayed
within 52.1% to 54.3%. The 53.28% in this case falls squarely in the middle of this
range. These ratios have been reviewed in every rate case during this time period

without an adjustment, or even criticism, by the Commission. In fact, in 2009-00548,

! Direct Testimony of J. Randall Woolridge, Ph.D. on Behalf of the Kentucky Office of the Attorney General of
March 3, 2017 (Case No. 2016-00370) at Summary of Direct Testimony.

2 Direct Testimony of Adrien M. McKenzie on behalf of Kentucky Utilities Company of Nov. 23, 2016 (Case
No. 2016-00370) at 24.

31d.



10

11

12

13

14

15

16

17

18

19

Dr. Woolridge proposed the exact same adjustment. In that case, KU’s capital structure
contained 53.85% equity, which is slightly higher than in this case. The Commission
rejected Dr. Woolridge’s adjustment because the equity ratio helped “provide KU
greater access to capital markets, access to lower-cost debt and greater financial
flexibility.”* As | explained in my direct testimony, these equity ratios have allowed
KU to have among the lowest debt costs of its peer utilities.> Arbitrarily reducing the
equity ratio that contributed to KU’s ability to obtain low debt costs is unreasonable.
Why does the Company keep its equity ratio within this range?
As | explained in my direct testimony,® KU continues to aim for an “A” rating from
Moody’s and Standard & Poor’s. To do so, the Company must maintain a sufficient
percentage of equity to fall within the rating agencies’ guidelines.

Indeed, Moody’s A3 rating of KU is based in significant part on its equity ratio.
In its October 2016 credit opinion Moody’s stated “We expect KU's financial metrics
to remain supportive of its rating levels based on the company’s targeted capital
structure of 52% equity, which is calculated net of goodwill and Moody's standard
adjustments.”” This is objective evidence that the Company’s equity ratio is premised
on obtaining credit ratings that allow KU to obtain favorable debt costs, and further
proves that Dr. Woolridge’s proposed reduction could negatively impact the

Company’s risk profile.

4 In the Matter of: Application of Kentucky Utilities Company for an Adjustment of Base Rates (Case No.
2009-00548) (Ky. PSC July 30, 2010) at 25-25.

> See page 12 of my Direct Testimony filed on Nov. 23, 2016.

® See pages 8-10 of my direct testimony.

7 A copy of this report was provided in response to AG 1-265.
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Q. Dr. Woolridge also notes that KU’s ultimate parent, PPL, has a higher level of
debt than the Companies. Is this relevant?

A. No. PPL is a public utility holding company, not itself a regulated utility. PPL’s
financial statements are consolidated statements for all of its subsidiaries, including
those in the United Kingdom. These subsidiaries include a variety of companies with
a range of risk profiles. This Commission has long recognized the importance of KU
maintaining its ability to access the capital markets and raise funds independent of its
parent. In Case No. 2010-00204, the Commission, in Appendix C to the September 30,
2010 Order approving PPL’s acquisition of KU and LG&E, required the Companies to
“each maintain its own corporate credit rating as well as ratings for long-term debt from
Moody’s and S&P or their successor rating agencies.”

Q. What is your recommendation regarding Dr. Woolridge’s proposed adjustment
to KU’s capital structure?

A. My recommendation is that the Commission reject the adjustment and set rates for KU
based on the capital structure proposed in my direct testimony.

PPL Services Expense

Q. Please summarize the adjustment Mr. Smith has proposed regarding PPL
Services expense.

A. Mr. Smith has proposed disallowing the costs charged from PPL Services to KU in the
forecast test year.2 Without an affirmative showing, he erroneously asserts that the

charges being allocated to KU are duplicative of work being performed by the LG&E

8 Direct Testimony of Ralph C. Smith on behalf of the Kentucky Office of the Attorney General of March 3, 2017
Public Redacted Version (Case No. 2016-00370) at 45-48.
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and KU Service Company, and that PPL Services “is another affiliated service
company that was established to provide shared services to the PPL operations in
Pennsylvania.”® Neither statement is accurate.

Please describe PPL Services and the type of work it performs for which KU is
charged.

Contrary to Mr. Smith’s contention, PPL Services was not established to support
operations in Pennsylvania. As explained in response to AG 1-51, PPL Services
supports all of PPL’s operations organization-wide, not only domestically but in the
United Kingdom, as well, by acting as a billing agent and providing administrative,
technical, management, and other services to its affiliates. Because PPL Services
supports a wide array of assets and operations, it is able to leverage its buying power
to achieve economies of scale in several fundamental operational areas, such as placing
property insurance, providing pension fund investment management oversight, paying
fees for mandatory Sarbanes Oxley compliance activities such as the Public Company
Accounting Oversight Board (“PCAOB”), and buying IT software. Instead of having
employees perform these functions within each subsidiary, these activities are
centralized and the costs are directly attributed to the affiliates receiving the benefit of
the centralized function. In the case of KU and LG&E, costs are directly attributed to
the utilities” immediate parent, LG&E and KU Energy LLC, through LG&E and KU
Services Company. LG&E and KU Services Company then allocates the costs to the
companies receiving the benefit, including the utilities, based upon the appropriate

ratio. All of these transactions, including calculation of the appropriate ratio, are

%1d. at 47.
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determined in accordance with the Cost Allocation Manual on file with the
Commission and in compliance with the laws regarding affiliate transactions.
Moreover, the transactions are also in accordance with KU’s and LG&E’s
commitments in Case No. 2010-00204, as the Commission’s order approving the
merger with PPL stated that “[c]osts of PPL or its service company will not be allocated
to LG&E and KU except for those costs directly incurred in the provision of goods or
services to the utilities and that are directly assigned for that purpose.”*®

Q. Is the work performed by PPL Services duplicative of the work performed by
LG&E and KU Services Company?

A. No, it is not or it would not be accepted by KU. Moreover, Mr. Smith’s testimony does
not identify a single charge or item of work that he alleges was performed by both PPL
Services and LG&E and KU Services Company. Instead, he assumes without
providing any support that because certain categories of charges from the two service
companies are booked to the same FERC accounts, the work must be duplicative.
Does LG&E and KU Services Company provide services for PPL Services?

Like PPL Services, LG&E and KU Services Company performs centralized functions
and attributes the related costs to the affiliates receiving the benefit of the centralized
function. To the extent PPL Services benefits from these functions, LG&E and KU
Services Company charges PPL Services for its share of the costs.

Q. Do you have a recommendation regarding Mr. Smith’s adjustment?

10 In the Matter of: Joint Application of PPL Corporation, E.ON AG, E.ON US Investments Corp., E.ON U.S.
LLC, Louisville Gas and Electric Company, and Kentucky Utilities Company for Approval of an Acquisition of
Ownership and Control of Utilities (Case No. 2010-00204) (Ky. PSC Sept. 30, 2010) at 8.
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My recommendation is that the Commission reject Mr. Smith’s adjustment. To
disallow PPL Services costs, which includes essential expenses such as procuring
insurance and paying fees for mandatory Sarbanes Oxley compliance activities, is to
punish KU for utilizing an affiliate company to take advantage of economies of scale.

Deferring the Collection of Prudent Costs

Several witnesses have proposed adjustments that would have the effect of
deferring the Company’s collection of prudent costs. Can you briefly describe
those?

Yes. KIUC witness Mr. Kollen proposes to defer the recovery of the net salvage costs
for generation plants and to use a longer life span for certain generation plants. In
addition, Mr. Kollen and Kroger witness Mr. Townsend propose a normalization
adjustment for generation outage expense. Kentucky League of Cities witness Mr.
Pollock recommends amortizing so-called “surplus” depreciation reserve, which is a
characterization I do not agree with.

Do you agree with these adjustments?

No. Each of these adjustments has the effect of deferring the collection of prudent costs
incurred by the Company. The intervenors may argue that making these adjustments
will not impact the income of the Company, and, therefore, the Company should be
willing to accept these adjustments. However, cash is required to fund the costs, and
deferring the recovery of such costs will result in an impairment of the credit metrics.
As noted by Moody’s in its rating methodology for utilities (see page 15 of exhibit
DKA-3 in my direct testimony), “The ability to recover prudently incurred costs on a

timely basis and to attract debt and equity capital are crucial credit considerations.”



(emphasis added). A decision to prevent the Company from recovering its costs in a
timely fashion could impact the market consensus that Kentucky provides a
constructive regulatory environment. Such an outcome, combined with declining
credit metrics, could result in higher interest rates on future debt issuances.

Does this conclude your testimony?

Yes, it does.
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MCKENZIE - 1

I. INTRODUCTION

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

Adrien M. McKenzie, 3907 Red River, Austin, Texas, 78751.

ARE YOU THE SAME ADRIEN M. MCKENZIE THAT PREVIOUSLY
SUBMITTED PREFILED DIRECT TESTIMONY IN THIS CASE?

Yes, | am.

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?

My testimony to the Kentucky Public Service Commission (“KPSC” or the
“Commission”) addresses the testimony of Dr. J. Randall Woolridge, submitted on
behalf of the Kentucky Office of Attorney General (“OAG”) and the
Louisville/Jefferson County Metro Government (“Louisville Metro”), Mr. Richard
Baudino, on behalf of the Kentucky Industrial Utility Consumers (“KIUC”), Mr.
Christopher C. Walters on behalf of the United States Department of Defense and
all other Federal Executive Agencies (“DOD”), and Mr. Gregory W. Tillman, on
behalf of Wal-Mart Stores East, LP and Sam’s East, Inc. (“Wal-Mart”),* concerning
the fair rate of return on equity (“ROE”) that Kentucky Utilities Company (“KU”)
and Louisville Gas and Electric Company (“LG&E”) (collectively, the
“Companies”) should be authorized to earn on their investment in providing electric
and gas utility service. In addition, | respond to the capital structure
recommendations of Dr. Woolridge.

HAVE YOU PREPARED WOR