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Directors and CEO's: 

As you know, RUS, EKPC and all Owner-Members executed Amendment No.3 to the Wholesale 
Power Contract on or about October 17, 2003. This provided, among other things, that the Member 
Owners would have an option, from time to time with notice to EKPC, to receive electric power and 
energy from persons other than EKPC, or from facilities owned or leased by the Members, provided that 
the aggregate amount of all Member Owners' elections not exceed expressed quantified limitations. In 
an attempt to clarify, the process fortaldng this alternate power from a source other than EKPC, In 2015 
the Owner Members executed a Memorandum of Understanding (MOU) to guide everyone through the 
process. 

On November 28, 2017, SKRECC provided notice to EKPC of Its Intent to take 58 MWs of power 
from an alternate source to be In conformity and in compliance with the MOU. Pursuant to the MOU 
and Amendment No.3, and Including all other alternate sources aireagy in existence (16 MWs) 
consistent with the MOU, this left 85 MWs available to the remaining 15 Owner-Members at the time of 
SKRECC's notice. 

Recently, as a result of SKRECC's action to take 15%, a number of CEO's ofthe remaining 15 
Owner-Members have contacted EKPC regarding what they believe to be the fairness or lack of 
opportunity for the remaining small reserve under the MOU. It is EKPC's Intent to share this sentiment 
to the Board and the CEO's. The comments that EKPC has received from the remaining 15 Owner
Members reflects their concerns that there may not be enough MWs to distribute among those others 
interested In participating under the MOU. 

In an attempt to fairly provide an opportunity to the remaining 15 Owner-Members the ability 
to purchase power with the remaining MWs under the MOU, EKPC Is offering to take the remaining 
portion of alternate power to the market for ail of the remaining 15 Owner-Members spread 
proportionately among them. 

Please understand that this deciSion by EKPC Is an offer to try and help with any potential cost 
shifting that might occur to the remaining 15 Members, and is not necessarily a decision to guarantee 
lower rates. EKPC will also use all other available opportunities to mitigate any potential cost shifting to 
the best of its ability. 

In the meantime, EKI'C asks that all 15 remaining Member Owners allow EKPC time to aggregate 
this remaining percentage under the MOU for ail of the 15 Member Owners who wish to participate and 
ask they not submit any independent MOU notices of Intent to exercise that option. EKPC will do its 
best to take advantage of the best possible pricing for this remaining alternate power supply and to limit 
risk where possible •. 

EKPC Intends to have an In-depth discussion of these Issues, and begin the process, at our 
February 13th Board meeting In Executive Session with all Directors and CEO's. I have attached sample 
copies of both the MOU and Amendment No.3 for your convenience. 

I 
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AMENDMENT NO.3 TO WHOLESALE POWER CONTRACT 
BETWEBNEAST KENTUCKY POWER COOPERATIVE, mc. AND 

, nIl}' Smy !tUnAL ELEOTRIC COOPllnA'J!IVE CORPORATION 
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dllY of OO'tolllllt .. 2003, ftll:umds 

th~ Wholesale Power COlltraot dated Ootober 1, 1.%4 between East Kentucky Power 

Cooperative, Ino. (hereinafter "Beller") and Big Sandy Rural Electric Oooparl!.t:tve 

Corporation (horeinafter ''Membet'') as follows: 

r, NUll1erleal Section 1 ofthe Wholesale Power Contraot shall be amciided 

and teSlnted to read in Ull entirety as follows: 

1. Cil!nerul N The> Seller shall soH nnd deliver to the Momber nnd tbe Membel'l)halJ 

purchase> and re(l~ive from tho Seller 611 elootl'io power and wierS}' wlnoh shall be required to , 

'serve the Membel"s load, including all elcotrio powe1' and energy required for the operation of 

the Member's system. Notwithstanding the :furegoing, the Member shall have the option, from 
, , 

time to time, wlth"notlce to the Selter, to tecelve eleotric power lind energy, from pel'sons other 

thnn the Sel1er, or from faoilities oWlled 01' leased by the Member, pxovlded that tho aggregate 

amount oflltl m/)lubeis' eleotlo1l6 (measured In megawatts in lS·minuurintervals) so outalned 
, 

~et this:patagraph shalt.not oxoeed five pexc\lnt (5%) of tho rolling avorllgo of Seller's 

coincident poak demand for the single oalendar month with the lughest peak demand ocourrlng 
" 

dul'ing oach of the 3 twe1vo month periods immediately pxecedil1g any eleotiOOl by the Member 

:tl:om time to time, as pl'ovlded hereIn and :further pIOvided that no Member shall receive more 

than :l1fteen percollt (l!i%) oithe rolling avorage oflts coinoident peak demand for the sil1gle 

oalendll!' month with the highest average peak demand ocourring dudng eaoh of the 3 twelve 
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month periods i1mnedlately preoedlng any election by the Member from time to lime, as 

provIded herein. 
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For finy eleotlon mada Of oanoelled under tbill Bc()tion, the following provisions shall 

ft, Durlng any oalendar year, tho Momber may make or OallCO! 81ty such eleotlO!l or 

eleotlolls by giving atll)i\st 90 daya' notice to the Bellerwlth xespeot to any load 01'100d6 with an 
, 

average ooincldent peak demand (caloulated in tho sarno manner 8S provlded in the preceding 

paragraph) of 5.0 Megawatts or less, hi the annual aggregate, 

b, During allY oalendar year, the Member may make orcanoel any such eleotlon or 

eleoti~ns by givlng at least 18 montbs or. greater notioe to tJle Beller ~1th respeot to any load or 

108d$ with an',average coinoident peak delU!uld (oaloulated in the sl\.tlle mft.lUler as provided In the 

pIecedhlg ptt~gmph) ot 5.0 Megft.watts or mOfe, hi the nlUlual aggregate 

Upon the effeotlve date of the Member'a oancellation ohli)' suell eleotion underthls 

Agreement, the load o1'loads,shalL be goyerned by the all reql11relnents obllgationa ot'tbe Beller 

and the Member in this Scotion, snd notice of same wnll' be provided to the Rural Utilities 

Se1'1l1ce (''RUB,,) by the member. SIl!)h loads wllioh are trans£e11'ed to Beller's aU.requirements 

obligations shall not thereafter be IlwItohed by Member to II different power unppller, 

e, Should any sucll eleotion by Member involvo the aoquisltion ofnew seroce t6l'l'itory 

ourrantly served by anotberpowllf iuppliol' or munioipal utility, Member sludl provIde \lvld~nco 

to Seller and RUB hi the new Load Purohflse Agl'lloment that the aoqulre.d terdtory Ulust be 

served by the ourrent power snpplier as a oondltion of the acquisition of the new loa~. 

Seller wll1 provld~ transmissioll, subatatlon, and anolllul'Y servioes without 

, ;1:' J ' 

.. 
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di$crlnUnlltion or adv6.l'se distlnotlon Wl)h legard to rules, terms of servlQe or avai1~blllty of suoh 

servloe as between power supplies under paragrapIJs abovo and Member wlll pay oharges 

Iherofore to Seller. Seller also agrees to allow, fit Member's ~ole oost lind expenso, BUch 

llddltionollntorcollneotion a$may be reasonably required 10 prov1de such capaoity and energy as 

oon~mplt\ted in the above paragraphs. 

Member wlll be solely responsible for 1\11 addl!1onal cost assoclated with the' 

exerclsC) of elections uncler the above paragraphs inoluding but not limited to adml~strative, 

sohedullng, b:ansmission tariff and any penalties, charges And oosts, imposed by tlle Midwest 

IttdependCllit 'System 'Operliior{"lvll'SO") or other' authorities. 
.. " 

IT, . Section'} 0 of tile Wlloleaale Power Contraot shan bCil restl\ted as Seotion 11 and 

new Seotion 10 aOO Seotion 11 shall read in tilolr ontlrety as follows;,., 

10. ReWl Comnetltlon • Seller and 111l subsldiades, shall not, durhlg tile term of 

tllis oontract. without the OOllsent of till) Member, (I) sell or offer to $011 aleotrlo powel' or energy 

at reW! wIthin the Member's assigned ox expanded geogruphio are!'!; if any, established by 

applicablo laws or regulat!OIl$ Of (Ii) pxovlde Of offer to provIde retail eleotr.ic S6.l'Vioe to any 

peraon wluob is a customer of tile Member. 

11. ~ - Tlrls Agreement shall become effeotlve only upon approval In writing 

by the Adtnlnisttatol' and shall remain in e:f£ectuntil January 1, 2041, IIIld thereafter lmtil 

terminated by aithel' pmy'll givlng to the other ilO! less tllan she months' written notice of lts 

intentioll to terminate. Subject 10 the pl'ovisions of Section 1 horeot; servioe hereunder and the 

ohligatien of the Member to pay therefore s~!lll col11ltlenoe upon completion ofthe filollities 

llGOe\lallty to provide service. 

Exeouted. the day and year :first abovelllentioned. 
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This Memorandum of Understanding and Agreement ("MOU&A") is entered into and 
effective as of this L1 day of [ ],2015, by and between East Kentucky 
Power Cooperative, Inc. ("EKPC"), and each of the following Member Distribution 
Cooperatives (also referred to herein as "Owner Member"): 

Member Distribution Cooperlltlves . 
Big Sandy Rural Electric Cooperative Corporation 
Blue Grass Energy Cooperative Corporation 
Clark Energy Cooperative, Inc. 
Cumberland Valley Electric 
Farmers Rural Electric Cooperative Corporation 
Fleming-Mason Energy Cooperative 
Grayson Rural Electric Cooperative Corporation 
Inter-County Energy Cooperative Corporation 
Jackson Energy Cooperative Corporation 
Licking Valley Rural Electric Cooperative 
Corporation 
Nolin Rural Electric Cooperative Corporation 
Owen Electric Cooperative, Inc. 
Salt River Electric Cooperative Corporation 
Shelby Energy Cooperative, Inc. 
South Kentucky Rural Electric Cooperative 
Corporation 
TayIol; County Rural Electric Cooperative 
Corporation 

Factual Recitals 

0.1 Each Owner Member is an electric cooperative, organized under the laws of the 
State of Kentucky, engaged in the business of supplying and distributing electric power and 
energy to its members within a certain service area, for which business the Owner Member 
operates an electric distribution system, among other operations. 

0.2 EKPC is a generation and transmission cooperative corporation, organized under 
the laws of the State of Kentucky, which is owned by its Owner Members, which are certain 
electric cooperatives operating in the State of Kentucky ("Owner Members"). 

0.3 EKPC and each Owner Member are patties to a Wholesale Power Contract, dated 
October 1, 1964, as amended, pursuant to which (among other things) EKPC sells and delivers to 
that Owner Member, and that Owner Member purchases and receives, electric power and energy 

20052924.7 
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required for the operation of the Owner Member's electric system. Such Wholesale Power 
Contracts are identical in all material respects, except for the identification of the respective 
Owner Member that is a party to each such agreement. A reference herein to "Wholesale Power 
Contract" refers to each and every such agreement. 

0.4 As of October 23, 2003, each Wholesale Power Contract was amended by the 
execution of that certain amendment designated and known as "Amendment No.3" thereto, to 
provide, among other things, for the obtaining by the subject Owner Member of electric power 
and energy from sources other than EKPC for use in operating the Owner Member's electric 
system, subj eet to certain limitation and required procedUl'es set forth therein. Except for the 
identification of the respective Owner Member that is a party to each such Amendment No.3, all 
of such amendments are identical. A reference herein to "Amendment No.3" refers to each and 
every snch amendment. 

0.5 EKPC and certain Owner Members have, in the past, disagreed on the 
interpretation of some provisions of Amendment No. 3 and, therefore, to the Wholesale Power 
Contract as amended thereby. . 

0.6 The Owner Members each have a keen interest in pursuing or investigating 
opportunities to develop or otherwise. obtain and use sonrces of electric power and energy other 
than EKPC. Such non-EKPC sources are hereinafter referred to as "Alternate Sources" and 
further defined in Section 2(A) below. 

0.7 EKPC and eaeh Owner Member each desire to avoid litigation over the provisions 
of the Wholesale Power Contract that pertain to Altemate Som-ces, and thereby avoid the costs 
and nncertainty of such litigation. 

Now THEREFORE, in consideration of the mutual covenant.q, understandings, and 
undertakings set forth herein, each of the Owner Members and EKPC, agree as follows: 

Understandings. StiJmlations, and Agreements 

(A) This MOU&A shall become effective on the date first written above and shan 
continue in effect until the termination of the Wholesale Power Contract. If the Wholesale 
Power Contract between EKPC and one of the Owner Members terminates before the other 
Wholesale Power Contracts, thell this MOU&A shall terminate with respect to that Owner 
Member, but shall remain in effect with respect to the other Owner Members. 

2. Scope 
, 

(A) The purpose of this MOU&A is to memorialize EKPC's and the Owner 
Members' mutually agreed interpretation of Amendment No.3 with respect to Alternate Som-ces. 
Except as provided in ·Section 2(B), an "Alternate Source" is any generating resource that is 
owned (directly or indit'ectly, in whole 01' in part) or controlled (directly or indirectly, in whole or 
in part) by an Owner Member, regardless of whether the resource is connected to tlle Owner 

. -2-
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Member's distribution system, or any power purchase arrangement under which an Owner 
Member purchases capacity or energy (or both), if such generating resource or powcr purchase 
arrangcnlent is used to serve any portion of the Owner Member's load. 

(B) A generating resource that meets the definition of a "Behind the Meter Source" as 
set forth in Section 4(A)(v)(a) that is used by a Member solely to provide enel'gy to serve 
interruptible retail load during tinles when sel'vice for such load through PJM has been 
interrupted pursuant to the load's participation in PIM's demand response program will not be 
considered an "Altemate Source" subject to the requirements of this MOU&A. If an Owner 
Member desires to use such a generating resource at any other time, the Owner Member must 
comply with the requirements of this MOU&A with respect to that generating resource. 

(C) Nothing in this MOU&A is intended to modifY any of the express provisions of 
Amendment No.3. During the term of this MOU&A, neither EKPC nor any Owner Member 
shall assert that this MOU&A is invalid for the reason that it is contrary to or inconsistent with 
the Wholesale Power Contract. In the event of an act1ml conflict between the Wholesale Power 
Contract, as amended, including by Amendment No.3. and this MOU&A, the Wholesale Power 
Contract. as amended, including by Amendment No.3, shall control. 

3. Maxinlum Permissible Demand Reduction. 

(A) The maximum demand reduction that an Owner Member can obtain through the 
use of Alternate Sources shall be determined as follows: 

20052924.7 

(i) . All demand measurements, whether of EKPC aggregate demand or an 
Owner Member's demand, called for in this Section 3 shall be measured in 
megawatts in IS-minute intervals and shall be adjusted to include any 
interruptible load that was interrupted at the time of measurement. 

(ii) If in cOmlCction with its acquisition of new service territory the Owner 
Member provides evidence to EKPC and the RUS in the related 
acquisition agreement that the acquired service ten'itory must continue to 
be served by the current power supplier as a condition of the acquisition. 
the acquired service territory may be supplied by such current power 
supplier for so long as is required under the terms of such acquisition 
agreement. Until such supply £i'om the cmrent power supplier is 
terminated, the load of such acquired service territory shall not be included 
in the calculations of the 5% and 15% limitations set forth below in this 
Section 3 applicable to tile Owner Member that acquired the service 
te11'itory or any other Owner Member. From and after the termination of 
such supply from the current power supplier, the load. of such acquired 
service territory (including such' load during the three (3) twelve-month 
(12-month) periods immediately preceding the date ofternrination of such 
supply from the current power supplier) shall be included in calculations 
of the 5% and 15% limitations set forth below in this Section 3 applicable 
to the Owner Member or any Other Member. 

-3-
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(iii) If, at the time the Owner Member submits an election notice pursuant to 
Section 4, the aggregate anlOunt of all Owner Members' loads being 
served with Alternate Sources (including the load proposed to be served 
by the Owner Member's new Alternate Source) would be less than two 
and one half percent (2.5%) of the rolling average of EKPC's coincident 
peak demand for the single calendar month with the highe.<rt peale demand 
occuning during each of the three (3) twelve-month (12-month) periods 
immediately preceding the date the Owner Member delivers such election 
notice, the Owner Member's aggregate demand l'eduction from Alte1'11ate 
Sources (including the demand reduction from the proposed new Alternate 
Source) may not exceed 15% of the rolling average of th.e Owner 
Member's cpincident peale demand for the single calendar month with the 
highest average peak demand occurring during each of 'the three (3) 
twelve-month (12-month) periods immediately preceding the date the 
Owner Member delivers such election notice, lfthia 15% threshold would 
be exceeded, the Alternate Source shall not be permitted unless the load 
proposed to be served by it is reduced such that this 15% tlu'eshold is not 
exceeded, 

(iv) If, at the time the Owner Member submits an election notice pursuant to 
Section 4, the aggregate amount of all Owner Members' loads being 
served with Alternate Sources (including the load proposed to be served 
by the Owner Member's new Alternate SOUl'ce) would be equal to or 
greater than two and one half percent (2.5%) of the rolling average of 
EKPC's coincident peak demand for the single calendar month with the 
highest peak demand occurring during each of the three (3) twelve-month 
(12-month) periods immediately preceding the date the Owner Member 
delivers such election notice, the Owner Member's 'aggregate demand 
reduction from Alternate Som'ces (including the demand reduction .from 
the proposed new Alternate Source) may not exceed :five percent (5%) of 
the rolling average of the Owner Member's coincident peak demand for 
the single calendar month with the highest average peak demand occlln'ing 
dming each of the three (3) twelve-month (12-month) periods immediately 
preceding the date the OWl1er Member delivers such election notice, If this 
five percent (5%) threshold would be exceeded, the Alternate Source shall 
not be permitted unless the load proposed to be sel'ved by it is reduced 
such that this five percent (5%) threshold is not exceeded, 

(v) If, at the time the Owner Member submits an election notice pursuant to 
Section 4, the aggregate amollnt of all Owner Members' loads being 
served with Alternate Sources (including the load proposed to be served 
by the Owner Member's new Altel'llate Source) would be greater than five 
percent (5%) of the rolling avcrage of EKPC's coincident peak demand 
for the single calendar month with the highest peak demand occm'ring 
duting each of the threc (3) twelve-month (12-month) periods immediately 
preceding the date the Owner Member delivers such election notice, the 
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Alternate Source shall not be pelmitted' unless the load proposed to be 
served by it is reduced such that this five percent (5%) threshold is not 
exceeded. 

(vi) The term of any Alternate Source (inclusive of any renewal options), 
whether the Alternate Source is a gcnerating facility owned or controlled 
by the Owner Membo!' or a contract with a third party, shall not exceed 
twenty (20) years. ' 

(a) Any Altemate Source that is a contract in effect at the time 
when the 2.5% threshold defined in Section 3(A)(iii) is reached 
will be honored for the remaining term of the contract (without 
exercise of any renewal option). However, if at the end of the 
existing contract's term that was in effect when the 2.5% threshold 
was reached, the 2.5% threshold continues to be reached 01' is 
exceeded. and the Owner Member's aggregate anlount of Alternate 
Source elections then exceeds the 5% threshold defined in Section 
3(A)(iv), then the Alternate Source contract may not be renewed 
UIlless the Owner Member reduces the aggregate amount of the 
Owner Member's lqad served by Alternate Sources such that the 
aggregate amount of the Owner Member's load served by 
Alternate Sources (taking into account the renewal of the contract) 
does not exceed the 5% threshold set forth in Section 3(A)(iv). 
The Owner Member may meet this requirement by using demand 
reduction available to another Owner Member, in accordance with 
Section3(B). 

(b) Any Alternate Source timt is a generating facility owned 01' 

controlled'by the Owner Member that is in effect when the 2.5% 
tlu'eshold defined in Section 3(A)(iii) is reached will be honored 
for the remaining term of the Alternate Source as set forth in the 
notice provided under Section4(A). 

(B) Demand reduction ,available to one Owner Member may be used by another 
Owner Member if those two Owner Members so agree; provided, however. that in no event may 
a new Alternate Source proposed by an Owner Member in an election notice pursuant to Section 
4 be approved if:, 

(I) the aggregate amount of all Owner Members' loads being served with 
Alte1'1late Sources (including the load proposed to be served by the Owner Member's new 
Alternate SOUl'Ce) would be greater than five percent (5%) of the rolling average of 
EKPC's coincident peal, demand for the single calendar month with the highest peak 
demand occurring during each of the three (3) twelve-~onth (12-month) periods 
immediately preceding the date the Owner Member delivers such election notice; or 

- 5 -
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(ii) the aggregate amount of the Owner Member's load being served by 
Alternate Sources (including the load pl'Oposed to be sel'ved by the Owner Member's new 
Alternate Source) would be greater than fifteen percent (15%) of the rolling average of 
the Owner Member's coincident peak demand for the single calendar month with the 
highest average peak demand occurring during each of the three (3) twelve-month (12-
month) periods immediately preceding such notice. 

4. Aitemate Source Notices 

(A) In order for an Owncr Member to reduce its purchases from EKPC by using 
electric power and energy from an Alternate Source, that Owner Member shall have provided 
EKPC with prior written notice of such reduction in accordance with the procedures and 
requirements set forth herein. Each such notice hereunder (an "Alternate Source Notice") shall 
set forth the following information regarding the subject Alternate Source: 

20052924.7 

(i) the term during which the Alternate Source will be used to reduce 
the Owner Member's purchases from EKPC under the Wholesale 
Power Contract, including the date on which such use will begin, 
and the length of time during which such use will continue, which 
length may not exceed 20 years (including any renewal options for 
an Alternate Source that is a contract with a third party); 

(ii) the maximum electtical capacity, in kW, to be available from the 
Alternate Source and the cOl'1'esponding amount of reduction in 
demands to be served by EKPC as a result of the use of the 
Alternate Source, appropriately taldng itlto account expected 
losses, if any; 

(iii) a general description of the nature of the Alternate Sow'ce and the 
primary generating facilities from which the subject electric power 
and energy will be produced; 

(iv) the approximate, expected pattern of use or dispatching of the 
Alternate Source and the corresponding pattern of hourly 
reductions in energy to be purchased by the Owner Membel' from 
EKPC;and 

(v) a designation of whether the Alternate Sow'ce willbe: 

( a) interconnected to the Owner Member's distribution 
system (and 110t to any transmission system) and wilinot 
produce energy in any liour in excess of the Owner 
Member's load at the Related EKPC Poitlt of Delivery. 
Such Alternate Sources are referred to in this MOU&A as 
"Behind the Meter Sources". The "Related EKPC Point 
of Delivel'Y" with respect to any Alternate Source is the 
point of delivery under the Owner Member's Wholesale 

-6-



Power Contract through which energy purchased from 
EKPC would be used to serve the load served by the 
Alternate Source if the Alternate Source did not exist; 

(b) interconnected or delivered to EKPC's or auother 
entity's transmission system; 01' 

(c) interconnected to the Owner Member's distribution 
system and will produce energy that exceeds the Owner 
Member's load at the Related EKPC Point of Delivery. 
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(B) Except as provided in Section 4(C) below, each Alternate Source Notice shall be 
provided to EKPC in wdting at least eighteen (18) months pdor to the date on which the use of 
the subject Alternate Source is to begin. 

(C) For each Alternate Source having a noticed demand reduction of 5,000 kW 01' 

less, the required prior written notice may be provided to EKPC up to, but not later than ninety 
(90) days prior to the date on which the Owner Member intends to begin using that Alternate 
Source. 

(D) An Owner Member may change or cancel an Alte1'llate Source Notice only by 
providing to EKPC prior written notice of such change or cancellation, as follows: If after three 
years of operation an Alternate Somce has a three-year rolling average peak capacity less than 
the maximum capacity set forth in the initial Alternate Source Notice, the Owner Member may 
reduce the maximum capacity of such Alternate Source by providing written notice to EKPC. 
Any such reduction shall not change the term 01' other characteristics of the Alternate Source. 
Ninety (90) days' pdor written notice of any other change or any cancellation shall be required 
for an Alternate Souree having an associated demand reduction of 5,000 kW or less. Othel'Wise, 
eighteen (18) months' prior written notice to BKPC of a change 01' cancellation shall be required. 
If any change is made to the demand reduction alllOunt of an Alternate Source, the thresholds 
provided in Section 3 will be I'e-calculated as of the date the notice of change is submitted. 

(E) If the Owner Member does not implyment an Alternate Source within six (6) . 
months after the date set forth in its notice for commencement of deliveries from the Alternate 
Source, tile Owner Member may not implement the Alternate Souree without re-submitting the 
notice required under this Section 4 and such notice shall be subject to i'C-calculation of the 
thresholds provided in Section 3 as of the datc of such re-submitted notice. DUling the six (6) 
month period described in this Section (B), EKPC shall continue to serve the load intended to be 
served by the Alternate Source tiU'ough sales of power and energy to the Owner Member under 
its Wholesale Power Contract. 

5. Development and Use of Alternate SOUl'ces 

(A) During the noticed term of use of that Alternate SOUl'ce, it shall be the 
responsibility of the Owner Member to use commercially reasonable effolts to develop 01' 

otherwise acquire the subject Alternate Source so that such source may be used to supply a 
portion of the Owner Member's l'equirements begimling on the noticed date. EKPC shall usc 

-7 -
20052924.7 



Attachment #2A 
Page13 0173 

Witness: De6ra Maltin 

Reference to Pages 8 and 9 
Attachment #2 

commercially reasonable efforts to cooperate with and assist the Owner Member in its 
development or acquisition; provided that EKPC shall not be required to mali:c out-of-pocket 
expenditurcs or provide or facilitate financing for any Alternate Source. 

(B) Except as otherwise agreed to by EKPC and an Owner Member, the owning 
Ownel' Member shall use cOImnercially reasonable efforts to operate, maintain, and dispatch the 
facilities comprising each of its Alternate Sources (or to cause such operation, maintenance, and 
dispatching) so as to reduce the maximum electl'ical demand placed on EKPC' s system by the 
corresponding noticed demand reduction. 

(C) With respect to each noticed Alternate Source of an Owner Member, the 
obligations set forth in the foregoing two paragraphs shall continue lUltil the end of the noticed 
term of the Alternate Source; provided, however, that such telm may be sholtened or lengthened 
at any time by the Owner Member by providing to EKPC prior written notice of such change, as 
follows: For each such change, ninety (90) days' prior written notice of such change shall be 
required for an Alternate Source having an associated demand 1'eduction of 5,000 kW or lcss. 
Otherwise, eighteen (18) months' prior written notice to EKPC of such change shall be required. 

(D) Other requirements for Behind the Meter Sources are as follows: 

(i) To the extent that the Altomate Source does not deliver capacity or energy 
sufficient to serve the actual load of the Owner Member intended to be served by the 
Alternate Source, EKPC will charge the Owner Member for capacity and cnergy at the 
rates for electric service provided lUlder the Wholesale Power Contract. 

(ii) The Owner Member must provide to EKPC infonnation regarding the 
expected generation from the Behind the Meter Som'ce, including plarmed and unplarmed 
outages, as needed by EKPC so that EKPC can include such information in its schedules 
of load submitted to PlM'and minimize to the extent reasonably practicable any PJM 
penalties for deviations in load attributable to differences between the estimated and 
actual generation from the Behind the Meter Source. 

(iii) The Altel'llate Sources will be metcred with revenue class meters. 

(E) Other requirements for Alternate Sources intercounected or delivercd to EKPC's 
or another entity's transmission system are as follows: 

(i) To the extent that the Alternate Source does not deliver capacity 01' energy 
sufficient to serve the actual load of the Owner Member intended to be served by the 
Alte1'llate Source, EKPC will chat'ge the Owner Member for capacity and energy as 
provided in this MOU&A, and not at the rates for electdc service provided undor the 
Wholesale Power Contract. ' EKPC will purchase amounts of replacement capacity and 
energy based on the historical amounts of capacity and encrgy provided by the Alternate 
Source. 

(ii) The Owner Member must provide toEKPC a day-ahead schedule of 
gcneration. EKPC will work with the OWher Member to develop the day-ahead schedule. 

- 8-
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(iii) The day-ahead schedule of load to be served by the Alternate Source will 
be deemed to equal the day-ahead generation schedule of the Alternate Source. 

(iv) EKPC will pass thl'ough to the Owner Member alll'evcnues, credits and 
charges from P JM associated with the Alternate Source, including without limitiltion P JM 
day-ahead and real-time energy market revenues, charges and credits, PJM capacity 
market revenues, charges and credits, P JM operating reserve reven1lcs, credits and 

. charges, and PJM operating services necessary to serve the load served by the Alternate 
Source (Le. capacity, energy, ancillary services (including operating reserves), NITS 
transmission, RTEP, etc.). 

(v) The Alternate Sources will be metered with revenue class meters. 

(vi) The Owner Member will pay an administrative fee to EKPC to cover the 
increased operation and administrative costs. 

(vii) PJM market participant activities for the Alternate Source and related load 
will be managed by EKPC or EKPC's agent. The Owner Member shall pay EKPC a 
non-discriminatory, cost-based fee for such P JM mai'ket participant services, whicll shall 
be performed in accordance with good utility practices. Any dispute regarding such fee 
shall be submitted to the Kentucky Public Service Commission for a determination ofthe 
appropriate fee. 

(F) Other requirements for Alternate Sources interco1111ected to an Owner Member's 
distribution system that produce energy ·tbat exceeds the Owner Member's load at the Related 
EKPC Point of Delivery shall be developed based on the requirements set forth above in 
Sections 5(D) and 5(E). 

6. Other Matters. 

(A) EKPC shall not be entitled to charge any Owner Member f01' so-called "stranded 
costs" related to the Owner Member's implementation of its rights to use Alternate Sources. As 
a result, to the extent that an Owner Member's use of Alternate Som-cos reduces its billing 
demands under EKPC's rates under the Wholesale Power Contract as in,effect from time to time, 
EKPC shall not be entitled to charge any speciall'ate or charge to the Owner Member attributable 
to such billing demand reduction. EKPC will, how\)ver, be entitled to continue to set its rates for 
all Owner Membet·s under the Wholesale Power Contracts to produce revenues that are sufficient 
to cover all of its costs, in accordance with tlm Wholesale Power Contracts. 

(B) EKPC covenants and agrees to l'evise or rescind existing Board Policies so that its 
Board Policics are consistent with this MOU&A. 

(C) This Agreement may be executed III c01111terpart, which shall be deelned an 
original, but all of which together shall constitute one and the same instrument. 

-9-
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Big Sandy Rural Electric Cooperative Corporation Date 

Blue Grass Energy Cooperative Corporation Date 

Clark Energy Cooperative, Inc, Date 

Cumberland Valley Electric Date 

Farmers Rural Electric Cooperative Corporation Date . 

Fleming-Mason Energy Cooperative Date 

Grayson Rural Electric Cooperative Corporation Date 

Inter-County Energy Cooperative Corporation Date 

Jackson Energy Cooperative Corporation Date 

Licking Valley RID'a! Electric Cooperative Corporation Date 

Nolin RuraLElectrlc Cooperative Corporation . Date 

Owen Electric Cooperative, Inc. Date 

Salt River Electric Cooperative Corporation Date 

Shelby Energy Cooperative, Ilic, Date 

- 10 -
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South Kentucky Rural Electric Cooperative Corporation Date 

Taylor County Rural Electric Cooperative Corporation Date 
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A Thuchstone Energy Cooperative ~ 

February 2, 2018 

Mr. Anthony S. Campbell 
President and CEO 
East Kentucky' Power Cooperative 
4775 Lexington Road 
P.O. Box 707 
Winchester, KY 40392-0707 

Dear Mr. Campbell, 

Pursuant to the provisions ofthe Amendment No.3 to the Wholesale Power Contact between East 
Kentucky Power Cooperative, Inc. ("EKPC"), and Owen Electric Cooperative Inc. ("Owen Electric") dated October 
23, 2003 ("Amendment 3"), and the Memorandum of Understanding and Agreement regarding Alternate Power 
Sources, between EKPC and the 16 Owner Members of EK~C Including Owen Electric, dated July 1(;, ~.015 
("MOU"), Owen Electric does hereby provide the following notice of Its election to reduce Its purchases of 
electric power from EKPC and replace same with electric power furnished from an Alternate Source. 

According to the provisions of Section 4(A} of the MOU there are five (5) primary procedures and 
requirements for the content of this notice; In compliance with these provisions, Owen Electric provides the 
required information with respect to its Alternate Source election immediately following each listed Item. 

(I) the term during which the Alternate Source will be used to reduce the Owner Member's 
purchases from EKPC under the Wholesale Power Contract, Including the date on which such use 
will begin, and the length of time during which such use will continue, whlch length may not 
exceed 20 years (Including any renewal options for an Alternate Source that Is a contract wIth a 
third party) 

The Alternate Source (which is further described below) will be used to supply Owen 
Electric's power requirements outside of and separate from the Wholesale Power 
Contract between Owen Electric and EKPC for a term of 5-20 years commenCing at 
12:00 a.m. (EST) on September 1, 2019. 

(II) the maximum electrical capacity, in kW, to be available from the Alternate Source and tile 
corresponding amount of reduction In demands to be served by EKPC as a result of the Alternate 
Sources, appropriately taking Into account expected losses, If any 

The maximum electrical capacity to be available from the Alternate Source, and the 
corresponding amount of reduction In demands to be served by EKPC as a result of the 
use of the Alternate Source, Is to be calculated at the level equal to five percent (5%) 
of the roiling average of Owen Electric's coincident peak demand for the single 
calendar month with the highest average peak demand occurring during each of the 
three (S) twelve-month (lZ-month) periods immediately preceding this notice, less 
previously-noticed 2MW Ilromley DG Unit upon calculation of the'flve percent (5%) 

8205 Hwy 127 N • P,O. Box 400' Owen1on. Kentucky 40369·0400' 800/372-7612' Fax" 5021484-2661 • www.owenelectric,Qom 
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level as defined by the As Allotment spreadsheet by EKPC which Includes the month 
of January 2018 in the calculation. 

(11/) a general description of the nature of the Alternqte Source and the primary generatlngjaciJIties 
. from which the subject electric power and energy will be produced 

The Alternate Source shall be in the form of Owen Electric becoming a P JM member 
and purchasing energy, capacity, transmission and services required by PJM policies, . 
from the PJM Market. 

(Iv) the approximate, expected pattern of use or dispatching of the Alternate Source and. the 
corresponding pattern of the hourly reductions In energy to be purchased by the Owner Member 
jromEKPC 

The Alternate Source will provide for delivery of the capacity designated above in 
every hour of the term of the Alternate Source. 

(v) a designation of whether the Alternate Sources will be: 

(a) Interconnected to the Owner Member's distribution system (and not to ony transmission 
system) and will not produce energy In any hour In excess of the Owner Member's load at 
the Related EKPC Point of Delivery. Such Alternate Sources are referred to In In the MOU&A 
as "Behlnd the Meter Sources". The PRelated EKPC Point of Delivery" with respect to any 
Alternate Sources Is the point of delivery under the Owner Members Wholesale Power 
Contract through which energy purchased from EKPC would be used to serve the load served 
by the Alternate Source /fthe Alternate Source did not exist; 

(b) Interconnected or delivered to EKPC's or another entity's transmission system; or 

(e) interconnected to the Owner Member's distribution system and will produce energy thot 
exceeds the Owner Member's load at the Related EKPC Point of Delivery. 

The Alternate Source will be: (b) Interconnected or deill/ered to EKPC's or another 
entity's transmission system. 

Owen Electric will provide additional detail regarding the Alternate Source when It Is available and looks 
forward to wor~ with EKPC on Implementation. ' 

Please let me know If you have any questions regarding this Alternate Source. 

Sincerely, 

"'. ~ . =,-' .".----'> ~ 
~--.--.. -

Mark A. Stallons 
President and CEO 
Owen Electric Cooperative 
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A Touchstone Energy Cooperative ~~ 
~ 

February 2, 2018 

Mr. Anthony S. Campbell 
President and CEO 
East Kentucky Power Cooperative 
4775 Lexington Road 
P.O. Box 707 
Winchester, KY 40392-0707 

Dear Mr. Campbell, 

Pursuant to the provisions of the Amendment No.3 to the Wholesale Power Contact between East 
Kentucky Power Cooperative, Inc. ("EKPC"), and Owen Electric Cooperative Inc. ("Owen Electrlc") dated October 
23, 2003 (" Amendment 3"), and the Memorandum of Understanding and Agreement regarding Alternate Power 
Sources, between EKPC and the 16 Owner Members of EK~C including Owen Electric. dated July 16. 2015 
("MOU"), Owen Electric does hereby provide the following notice of Its election to reduce Its purchases of 
electric power from EKPC and replace same with electric power furnished from an Alternate Source. 

According to'the prOVisions of Section 4(A) of the MOU there are five (5) primary procedures and 
requirements for the content of this notice; in compliance with these provisions, Owen Electric provides the 
required Information with respect to Its Alternate Source electron Immediately following each listed Item. 

(I) the term during which the Altflmate Source will be used to reduce the Owner Member's 
purchases from EKPC under the Wholesale Power Contract, Including the date on whIch such use 
will begIn, and the length of time during whIch such use will continUe, whIch length may not 
exceed 20 years (IncludIng any renewal options for an Alternate Saurce that is a contract with a 
thIrd party) 

The Alternate Source (which Is further described below) will be used to supply Owen 
Electric's power requirements outside of and separate from the Wholesale Power 
Contract between Owen Electric and EKPC for a term ofS-20 years commencing at 
12:00 a.m. (EST) on September 1, 2019. 

{II} the maximum electrical capacity, In klAl, to be available from the Alternate Source and the 
corresponding amount of reduction In demands to be served by EKPC as a result of the Alternate 
Sources, appropriately taking Into account expected losses, If any 

The maximum electrical capacity to be available from the Alternate Source, and the 
corresponding amount of reduction in demands to be served by EKPC as a result of the 
use of the Alternate Source, Is to be calculated at the level equal to five percent (S%) 
of the roiling average of Owen Electric's coincident peak demand for the single 
calendar month with the highest average peak demand occurring during each of the 
three (3) twelve-month {la-month} periods Immediately preceding this notice, less 
previously-noticed 2MW Bromley DG Unit upon calculation of the·flve percent (5%) 

8205 Hwy 127 N' P.O. Box 400' Owenton. Kentucky 40359-0400' 800/372-7612' Fax - 502/484-2661 • www.owanelectrlo,com 
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level as defined by the AS Allotment spreadsheet by EKPC which Includes the month 
'of January 2018 In the calculation. ' 

(III) a 'general description of the nature of the Alternqte Source and the primary generating facilities 
from Which, the subject electric power and energy will be propuced 

The Alternate Source shall be in the form of Owen Electric becoming a PJM member 
and purchasing energy, capacity, transmission and services required by PJM policies 
from the PJM Market. 

(Iv) the approximate, expected pattern of use or dispatching of the Alternate Source and the 
corresponcilng pattern of the hourly reductions In energy to be purchased by the Owner Member 
fromEKPC ' 

The Alternate Source will provide for delivery of the capacity designated above hi 
every hour of the term of the Alternate Source. 

(v) a designation of whether the Alternate Sources will be: 

(a) 'Interconnected to the Owner Member's distribution system (and not to any transmission 
system) and will not produce energy In any hour In excess of the Owner Member's load at 
the Related EKPC Point of Delivery. Such Alternate Sources are referred to in in the MOU&A 
as "Behind the Meter Sources". The "Related EKPC Point of Del/very" with respect to any 
Alternate Sources, is the point of del/very under the Owner Member's Wholesale Power 
Contract through which energy purchased from EKPC would be used to serve the load served 
by the Alternate Source If the Alternate Source did not exIst; 

(b) Interconnected or delivered to EKPC's or another entity's transmission system; or 

(c) IntercolllJected to the Owner Member's distribution system and will produce energy that 
exceeds 'the Owner Member's load at the Related EKPC Point Of Delivery. 

The Alternate Source will be: (b) Interconnected or delivered to EKPC's or another 
entity's transmiSSion system. 

Owen Electric will provide additional detail regarding the Alternate Source when It Is available and looks 
forward to work with EKPC on Implementatfon. 

Please let me know If you have any questions regarding this Alternate Source. 

Sincerely, 

Mark A. Stallons 
President and CEO 
Owen Electric Cooperative 
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A3 Allotments, Based on Data Through January 2018 

Owner-Member 
Average 

5% 15% 
Cooperative 

Owner-Member Peak (MW) 
Election Election 

Feb 2.015- Feb 2.016- Feb 2.017-

Jan 2016 Jan 2011 Jan 2018 
Big Sandy 89.5 58.8 74.3 74.2 3.1 11.1 
BlueGrass 410.9 324.4 383.2 372.8 18.6 55.9 
Clark 154.0 113.6 140.1 135.9 6.8 20.4 
Cumberland Valley 158.3 110.0 141.3 136.5 6.8 20.5 
Farmers 136.8 115.9 138.4 130.3 6.5 19.6 
Fieming Mason 198.0 179.7 189.1 188.9 9.4 28.3 
Grayson 85.2 58.3 72.7 72.1 3.6 10.8 
Inter-County 171.1 134.4 158.6 154.7 7.7 23.2 
Jackson 327.7 232.2 293.6 284.5 14.2 42.7 
IJcking Valley 88.6 60.6 76.6 75.3 3.8 11.3 
Nolin 230.4 199.1 216:1 ·215.2 10.8 32.3 
Owen 430.9 401.5 447.5 426.6 21.3 64.0 
Salt River 316.1 262.0 306.4 294.8 14.7 44.2 
Shelby 120.5 Wl.6 113.9 112.0 5.6 16.8 
South Kentucky 458.9 353.4 426.2 412.9 20.6 61.9 
Taylor 160.2 139.1 157.0 152.1 7.6 22.8 

Total 3,537.0 2,844.5 3,335.0 3,238.8 161.9 

Q:IA-SK Testimony\#18 Email Attachment - 020708 Amendment 3 Allotment Jan 2018 fur distribution 
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Dennis Holt 
P,,,,ldent & CEO 
Phone (606) 6784121 

Dear Fellow Managers, 

~()lJtbK~nt~~ky 
RECC 

A Touchstone Bnergy'Coop"atLve ~ 

February 12,2018 

200 meetrie Avenue 
1'.0, Box 910 
SomclS.t KY 42502 
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As you are all aware South Kentucky gave notice to East Kentucky Power (EKPC) 
. on November 28, 2017 to exercise OUl' Amendment Three Privi leges, South Kentucky is 
aware of the concel'l1s of othel' EKPC Membel' Cooperatives that the cUlllulative effect of 
all Amendment Three elections could be significant cost-shifting between and among lIS, 

Because of South Kentllcky's recognition of tbis fact we are willing to work with the 
other distri butioll cooperatives to help mitigate these concel'lls. 

South Kentucky has contracted with Morgan Stanley for a 58 Megawatt fixed energy 
product, and a 68 Megawatt Financial Capacity I-ledge product, While South Kentucky 
l'el11ains obligated under this contract to take 58 Megawatts f!'Om Morgan Stanley, we are 
open to reasonable options to reduce the impact on the other distribution cooperatives, 

During the' due diligence phase of this transaction leading up to our Amendment Three 
notification to EKPC we have been very careful to meet alliegall'equirements outlined in 
Amendment Three and the corresponding Memorandum of Understanding agreed to by 
all of liS, and approved by the Kentucky Public Service Commission, However, South 
Kentucky values its relationship to each of its sister cooperatives too much to allow 
disunity at EKPC, BeCa\lSe of this, at its recent monthly meeting, South Kentucky's 
Bourd of Dil'ectors voted Ilnd dit'ected me to investigate ways in which we CUll I'educe OUl' 

election of 15% by 1/3, to a 10% election instead, 

I am sure each of you understands that South Kentucky cannot now directly reduce the 
amount of power being procured in the contract with Morgan Stanley due to contractual 
obligations; however, we believe thel'e may be other ways to transfer andlor assign a 
portion of Ollr contracted amollnt so as to benefit other cooperatives and flatten out the 
effect of cost-shifting, We will all probably need EKPC's expertise in determining ways 
to achieve this transfer andlol' assignment. 

South Kentucky has expended significant expense in staff time, consultants and attol'l1eys 
to reach this point in the p!'Ocess. We would hope that whoever ultimately benefits fro111 
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this transfer will recognize this ttlct and SOUtil Kentucky would expect some reasonable 
mitigation of its fInancial outlay from the plIrticipant(s). 

South Kentucky stands ready to work with our sister distribution cooperatives to develop 
a plan to achieve the objective of mitigation of cost-shifting to the degree possible. I'm 
sure that we will all need (0 rely on EKPC's assistance as we move fOl'ward to· 
accomplish this goal. 

We can discuss this matter in greater detail Ilt tOl11ol'row's EKPC Board of Directors 
meeting. 

Sincerely Yours, 

Dennis Holt 
President & CEO 
South Kentllcky RECC 
200 Electric Avenue 
Somerset, Kentucky 42503 
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APPROVAL OF POWER SUPPLY REQUEST FOR PROPOSALS 

[DATE] 

WHEREAS, East Kentucky Power Cooperative ("EKPC") has implemented Amendment 
3 and the corresponding Memorandum of Understanding ("MOD") to allow the EKPC members 
flexibility in pursuing wholesale power supply options; and 

WHEREAS, South Kentucky RECC C'SKRECC") has already noticed EKPC of their 
intent to implement its 15% flexibility allotment as defined by Amendment 3 and the MOD which 
results in $_ in cost shifting to [Cooperative]; 

WHEREAS, Owen Electric Cooperative, Salt River Electric, Jackson Energy Cooperative 
and BIue Grass Energy have an informal alliance ("the Kentucky Group") and issued a Request 
for Proposals ("RFP',) for power supply following Amendment 3 and the MOD; and further, have 
invited [Cooperative J to participate in their existing RFP that could possibly dilute SKRECC cost 
shifting; and 

WHEREAS, with SKRECC's notice, the remaining EKPC members are only allowed 5% 
flexibility allotment as defined by Amendment 3 and the MOD until EKPC's total allotment pool 
is taken (at which time, no other allotments will be allowed); and 

WHEREAS, the [Title of Executive] has recommended to the Board of Directors of 
[Cooperative] that in order for [Cooperative] to receive any flexibility allotment, [Cooperative] be 
allowed to participa'te with the Kentucky Group, contract with the Kentucky Group's consultant 
(EnerVision), and share in the transactional costs of the RFP and subsequent contractual 
negotiations, if any; and 

WHEREAS, the Board of Directors has determined that it is in the best interest of the 
[Cooperative] to pruticipate with the Kentucky Group. 

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors hereby 
authorizes and approves this recommendation by staff to participate with the Kentucky Group in 
its power supply RFP. 

RESOLVED FURTHER that the [Title of Executive] of [Cooperative] is hereby 
authorized, empowered and directed for and on behalf of [Cooperative] to negotiate any resulting 
agreements as [helshe] determines is in the best interest of [Cooperative]. 

I I 
I 
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I, , Secretaryrrreasurer of [Cooperative], do hereby certify that 
the above is a true and correct copy of a certain resolution of the Board of. Directors of 
[Cooperative], duly adopted at a regular meeting of said Board after due and propel' notice held on 
the __ dayof ,2018. 

This __ day of __ _ --> 2018. 

_ _____ --', Secretaryrrreasurer 
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ENEWISION' 

~ 

Professional Services Agreement 

FJemlng-Mason Energy Cooperative, Inc. 
P.O. Box 328, 1449 ElIzllville Road. 

Flemingsburg, KY 41041 

("Client") 

EllcrVision, Inc. 
4170 Ashford Dunwoody Rond, Suite 550 

Atlant., GA 30319 

(IIEnerVislon ll ) 

THIS PROFESSIONAL SERVICES AGREEMENT ("Agreement") is entered into by and between EneNision nnd ihe above referenced 
Client~ and is effective on the date it is executed by' Client and accepted by EnerVision. EnerVision hereby agt'ecs to perform and provide Client 
with the services described herein below C'Servic~s"), on the terms and conditions set forth on the face page ofthis Agreement and the following 
page hereof. . 

Description of Serv'iccs - Power Supply 

Provide consulting support re1ated to both economic and operational viability, as well as possible deal strllctures, ofa potential titil'd"party alternate 
source power supply project authorized and govemed under Amendment 3 of Client"s requirements contract with East Kentucky Power Cooperative, 
and a subsequent Memorandum of Understanding interpreting same, This SUppOlt shan include the following Three Phases of work with Fleming .. 
Mason Energy Staff and Board ofDjrector updates as milestones moe achieved: 

Phase 1: Estimated $10,000-$15,000 
• MOU/Amendment 3 review 
• Confirm EKPC calculation of available volume for Alternate Source 
• RFP developtnenVDistribution to Pre-Selected MaI'ketel'S 
• Confidentiality Agreements with Marketers 

Ph.se 2: Estimated $50.000-$75.000 
• RFP evaluation 
• Assistance with development of a Shortlist 
• Contract negotiations, typically with two Mal'keters 

Phase 3: Estimated $15,000-$25,000 
• Implementation of Executed Contract(s) 
• . AssIstance wIth obtaining PJM Membership 
• AlIsistance with PSC/RUS approvals 

Additional SC1'vices outside of this scope shall be performed by EncrVision upon the request of Fleming-Mason Energy staff. 

AGREED TO BY: ACCEPTED BY: 

Floming~Mason _Energy Coop-crRtivc j Inc. EnerVlslon, Inc. 

("Clientll) C1Eucl'Visionll
) 

By: 
(Sigllature) 

By: 
----------~~~i-gll-a7tu-r~~~----------

(Name typed or I"inted) Elaine Johns 

Title: Titl.: ____________ ~P!Jr"e"'si"'d"enC!JtI~C~E~O'! ________ __ 

Date: ________________ _ Date: _________________ _ 
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Witness: Debra Martin 
Reference to Pages 32 and 33 

Term. The term ofthis Agreement shan commence on the date executed by EnerYislon, and may be terminated by either party upon givingillilre~fIlent #2 
days' notice in writing to the othel' party. In the event of such cancellation, all compensation earned and expense incurl'ed through the date of cancellation 
and any expenses incurred by EnerVision attributable to the cancellation orlbe Services shall be payable ill full to EncrVision. 

Payment. EnerVlsion will charge for Services 011 an hourly basis (2018 Professional Rate Schedule -Attachment 1). In addition to the fees earned, 
Encl'Vision shall also be entitled to reimbursement for all expenses reasonably incurred. Client shall pay the amounts due on each invoice within thirly 
(30) days after I'cceipt of same. An amounts pnst due shall be subject to interest at1he lesser of one and one--halfpcrcent (l.5%) pel' month or the maximum 
amount al10wed by law, If any invoice becomes pa.st due by sixty (60) days or morc, EnerVision may immediately cease performance of any and all 
Services being performed under this Agreement until the Client pays all invoices then due. All costs of c~l1ection, including reasonable attomey's fees, 
shall be paid by Client. 

Ownership ofWol'k Product. Specific project deliverables such as l"ep01ts, recommendations, specifications, drawings, and technical data generated by 
EncrVision in connection with its pel'formance under this Agreement shall be the property of Client. Enel'Vision shall retain all right, title, and interest. 
including U,S, and foreign copyrights, in and to any computer software Qt' any processes, including but not limited to, computer software or any processes, 
which are developed, modified 01' created by Enel'Vision or by third patties on behalf ofEnerVision, 

Confidentiality. Dul'ing the term of this Agreement each party may disclose to the other certain confidential, proprietary or non~public information (the 
"Confidential Information),), The teoo '~Confidential Information" shall not include any information which (a) is already in the recipient's possession) 
provided that suoh infurmation Is not subject to another confidentiality agreement with, or othel' obligation of secrecy to, the provider; (b) becomes generally 
avaUable to the public other than as a result of an unauthorized disclosure by the recipient; 01' (c) becomes available to the recipient on a Jlon~confidential 
basis. Each pru'ty agl'ces not to use or disclose the other's Confidential Information except as contemplated by tWs Agreement 01' as compelled by legal 
process, The obligations under this paragraph shall sw'Vive the termination afthe Agreement for a period of two years thereafter; provided that insoJar as 
this paragraph relates to any information which may be a ~Itrade secret" l1Dder applicabJe law, this paragraph shall continue indefinitely without any 
durationallitnit to such matter, but only so long as such matter t'ctains it.;; secrets as a "trade secret" under such law, 

Limitation of Liability. Enel'Vision wHl rely on the accuracy and currency of information supplied by the Client or by any of the Client's contractors 01' 

consultants or available fl:om generally accepted, reputable sources, In the performance of any service pursuant to the terms of this Agreement, EnerVision 
shall exercise that degree of skill and care which professional peers would exercise in like circumstances .. IfScrvices performed by EnerVision fail to meet 
this standal'd, Clhmt may eject to have EnerVision repel'fol'm at no additional cost to the Client any of the Sel'Vices which fail to meet the standard where: 
(a) such failure appears during the performance ofEnerVision's sCl'Vices within one (1) year from the date of completion of EnerVision's services and (b) 
Client notifies EnerYis!on In writing of any such tWllir. within sixty (60) days of the time that the failure becomes apparent. This paragraph shall in no 
way be interpreted to limit th~ right of the Client to pursue remedies at law 01' in equity in the event Enel'VIsion fails to petform its obligations; provided, 
however, that EnerVisiotl's liability to Client resulting from defects in performance ofthe Services or uny aspect thereof shall be limited to the amount 
actually paid by Client to EncrVision for the specific service that is the subject of this dispute. In no event shall EnerVision be liable to the Client for any 
indirect, special 01' consequential damages (including lost profits) arising from the pel'fol'mance or non~performance of aoy of the authorized Services. 
During the performance of Services under tlus Agreement, EnerVlsion will maintafn a level of liability (including professional errors and omission 
coverage) and other insU1'ance coverage which it reasonably believes is appropriate under the circumstances. 

Independent Contractor. EnerVisJon shall be deemed to bc an independent contractor in the performance of the Services hereunder and shall not be 
considered 01' permitted to be an agen"4 sel'Vant, jotnt vcntUl'er or partncr of Client All persons furnished, used, retained or hircd by or on behalf of 
Enel'Vision shalt bc considered to ~e solely the employees Of agents ofEnel'Vision. 

Indemnification. Client shall and hereby does indemnity and hold harmless EnerVision, its officers, directors, employees and agents, fl:om and against any 
and alllosse5. damages, injuries, causes of action, claims, dcmnnds and expenses (whether based upon tort, breach of contract, product liability, infringement,. 
and othel' liability arisIng out of or based upon the Services and Client's use of the same, or otherwise), including reasonable legal fees and expenses, of 
whatsoever kind and naturc arising out of 01' on account of, 01' resulting from, the existence of this Agreement or the parties' performance of activities 
conducted under this Agreement. Notwithstanding the above, EnerVision shan not.be entitled to indemnification for the case of negligence. by its officers. 
directors, employees, or agents. 

Force Majeure. EnerVisiol1 shall not be deeme<fto be in default of any provision of this Agreement or liable for failures in pClformance resulting from 
aels 01' events beyond the reasonable control of Enel'Vision. Such acts shall Include but not be limited to acts of God, civil or military authmity, civil 
disturbunce, war, strIkes, fires, other catastt'ophes. or other "torce majeurel1 events beyond Enel"Visionls reasonable control. 

Governing Law. This Agreement shall be governed by, subject to, and construed in alll'espects in accol'dance with the laws of the Commonwealth of 
Kentucky, U.S.A. 

Entire Agreement. This Agreement contains the entire agreement of tho parties and there are no· oral or written representations, ·understandings 01' 

agreements between the parties respecting the subject matter hereof that are not fully expressed herein. This Agreement may not be modified except by a 
written instrument signed by both parties. 
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PJ'ofessional Services Agl'eement 

Attachment 1 
2018 Prof\lssional Rates 

EnerVision 2018 Professional Rates 

l)osition HonrlyRate 

President I CEO $260.00 
Vice President $230.00 
Managing Principal $220.00 
Principal $205.00 
Lead Consultant $185.00 
Senior Consultant $165.00 
Consultant $135.00 
Technical $100.00 
Administrative $60.00 

Pago 3 of3 

Attachment #2A 
Page 32 of '73 

Witness: Debra Martin 
~ferenc!t to,Pages 32 and 33 

b~nt#2 
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EnerVision, Inc. 

Attachment #2A 
Page 33 of 73 

Witness: Debra Martin 
Reference to Pages 32 and 33 

Attachment #2 

ENERVISION· 

~ 

Professional Services Agreement 

Shelby Energy Cooperative 
620 Old Finchville Rood 
Shelbyville, KY 40065 

("Client") 

EnerVisio-n, Inc. 
4170 Ashford Dunwoody Road, Suito 550 

Atlanta, GA 30319 

("EnerVision") 

Tms PROFESSIONAL SERVICES AGREEMENT ("Agreement") Is entered into by and between EnerVision and tho above referenced 
ClIent, and is effective on the date it is executed by Client and accepted by EnerVision. EnerVision hereby agrees 10 perform and provide Client 
with the services described herein below eISel'vices"), on the terms and conditions set forth on the face p~ge of this Agreement and the foHowing 
pnge hereof. 

Description of Services Power Supply 

Provide consulting support related to both economic and operational viability, as weH as possible deal sb'uctures, of a potential third-party alternate 
source power supply project authorized and governed under Amendment 3 of Clienes requirements contract with East Kentucky Power Cooperative, 

. and a subsequent Memorandum of Understanding interpreting same. This support shan jncludc the following Three Phases of work with Fleming
Mason Energy Staff and Board of Director updates as milestones are achieved: 

Phase 1: Estimated $10,000-$15,000 
• MOU/Amendment 3 review 
• Confirm EKPC calculation of available volume for Altemate Source 
• RFP development/Distribution to Pre--Selected Marketers 
• Confidentiality Agreements with Marketers 

Phase 2: Estimated $50,000-$75,000 
• RFP evaluation 
• Assistance with development of a Shortlist 
• Contract negotiations, typically with two Mal'keters 

Phase 3: Estimated $15,000-$25.000 
• Implementation of Executed Conhact(s) 
• Assistance with obtaining PIM Membership 
• Assistance with PSCIRUS approvals 

Additional services outside of this scope shall be performed by.EneNisioll upon the request of Fleming-Mason Energy staff. 

AGREED TO BY: ACCEPTED BY: 

Shelby Energy Cooperative EnerVision, Inc. 

("Client") ("EnerVlsjon") 

By: 
(Signature) 

By: 
------------~~~I~gn~a~tu-r-~~------------

(Name typed or printed) Elaine Johns 

Title: Title: ___________ ---'-P"re"sl"'· d",en",tI",C",E,,' 0"-__________ __ 

Dote: Date: ________________________________ __ 
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Witness: Debra Martin 
Reference to Pages 32 and 33 

I.illJi. The term of this Agreement shall commence on the date executed by EnerVision, and may be terminated by either party upon givingA~nt #2 
days' notice in writing to the other party. In the event of sllch cancellation, all compensation earned and expense incurred through the date of cancellation 
and any expenses incurred by EnerVlsian attributable to the cancellation aftlte Services shall be payable in fun to EnerVisioll. 

Payment. EnerVision will charge for Services all an hourly basis (2018 Professional Rate Schedule -Attachment 1). In addition to the fees earned, 
EncrVision shall also be entitled to reimbursement for all expenses reasonably incurred. Client shall pay Ule amounts due on each invoice within thirty 
(30) days after receipt of same. All amounts past due shall be subject to interest at the lesser of one and one-half percent (1,5%) per month or the maximum 
amount allowed by law. If any invoice becomes past due by sixty (60) days or marc; EnerVision may immediately cease performance of any and all 
ServIces being performed under this Agreement until the Client pays all invoices then due, AU costs of collection, including reasonable attorney's fees, 
shall be paid by Client. 

Ownership of Work Product. Specific project delivcrables such as reports, recommendations, specifications, drawings, and technical data generated by 
EnerVision in connection with its performance under this Agreement shall be the property of Cllent. EnerVision shall retain aU right, title, and interest, 
including U,S, and foreign copyrights, in and to any computer software or any pl'Ocesses, including but not limited to, computer software or any processes, 
which are developed, modified or created by EnerVision or by ,.hlrd patties on behalf of EnerVision. 

Confidentiality, During the term of this Agreement each party may disclose to the other certain confidential, pl'Oprietary or non .. public infOl'mation (the 
"Confidential Information"), The term "Confidential Information') shall not include any information which (a) is a1ready in the recipient's possession, 
provided that such infOLmation is not subject to another confidentiality agreement with, or other obligation of secrecy to, the provider; (b) becomes generally 
available to the public other than as a result ofan unauthorized disciosul'e by the recipient; 01' (c) becomes available to the recipient 011 a non-confidential 
basis, Each party agrees not to use or disclose the othel"s Confidential Information except as contemplated by this Agreement or as compelled by legal 
process, The obligations under this paragraph shan survive the termination of the Agreement for a period of two years thereafter; provided that insofar as 
this paragraph relates to any information which may be a "wdde secl'et" under applicable law, this paragraph shall continue indefinitely without any 
durationallimit to stich matter~ but only so long as ·sllch matter ,'ctains its secrets as a "trade secret" under such law, 

Limitation of Liability. EnerYision wJll rely on the accuracy and currency of information supplied by the Client 01' by any of the Client's contractors or 
consultants or available D.'om generally accepted) reputable sources, In the performance of any sel'vice pursuant to the terms of this Agreement~ EnerVision 
shall exercise that degree of skill and care which profe."Islonal peers wou1d exercise in like circumstances, If Services performed by EnerVislon fail to meet 
this standard. Client may elect to have EnerVision reperform at no additional cost to the Client any of the Sel'vlces which fail to meet the standard where: 
(a) such failure appears during the pelformance ofEnerVision's services within one (1) year from the date of completion ofEnerVision's services and (b) 
Client notifies Enel'Vislon In writing of any such failure within sixty (60) days ofihe time that the ruUure becomes appal'ent. This pamgraph shall in no 
way be intel'preted to limit the right of the Client to pursue remedies at law or in equity in the event EnerVision falls to perform its obligations; provided, 
howovel; that Enel'V/sion's liability to Client resulting from defects in performance oftlle Services or any aspeetthereof shall be limited to the amount 
actually paid by Client to EnerYision for the specific service that is lhe subject of this dispute. In 110 event shall Enol'Vlsion be liable to the Client for auy 
indirect. special or consequential damages (including lost profits) arising n'Om the performance or non-performance of any of the authorized Services. 
DUI'jOg the peJformance of Services undel' this Agree1Ucnt~ Encl'Vision will maintain a level of liability (Including professional errors and omission 
coverage) and other insurance coverage which it l'easonably believes is appropriate under the circumstances. 

Independent Contractol', EnerVision shall be deemed to be an independent contractor in the performance of the Services hereunder and shall not be 
considered OJ' permitted to be an agent, servant) joint ventureI' 01' partnel' of Client, All persons furnished, used, retained or hired by or on behalf of 
EnerVision shall be considered to be solely the employe~"l or agents ofEnerVision. 

Illdemnifieation. Client shall and hereby does indemnify and hold harmless EnerVision, its officers, directors) employees and agents, f!'Om and against any 
and all losses, damages, injuries, causes ofaction,.c1rums, demands and expenses (whether based upon tOlt, breach of contract, product liability, infringement, 
and other liability arising out of Of based upon the Services and Client's use of the same, or otherwise), including reasonable legal" fees and expenses, of 
whatsoever kind and nature arising out of 01' on account of, 01' resultil1g from, the existence of this Agreement or the parties' performance of activities 
conducted under this Agreement. Notwithstanding the above, EnerVislon shaH not be entitled to indemnification for the case of negligence by its officers, 
directors, employees. or agents, 

Fot'cc Majeure. EnerVision shall not be deemed to be in default of any provision of this Agreement or liable for failures in performance resulting from 
acts or events beyond the reasonable control ofEnerVision. Such acts shall include but not be limited to act~ of God, civil ai' military authority, civil 
disturbance, warl strikes, flre:J~ other catastrophes, 01' other "force majeureH events beyond EnerVision's reasonable control, 

Governing Law. This Agreement shall be govcmed by, subject to, and construed in all respects in accordance with the 1aws of the Commonwealth of 
Kentucky, U.S.A. 

Entire Agreement. This Agreement contains the entire agreement of the patties and them are no oral or written representations, understandings 01' 

agreements between the parties respecdng the subject mattel' hercofthat nrc not fully expressed herein, This Agreement may not be modified except by a 
written instrument signed by both parties. 
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Professional Services Agreement 

Attachment 1 
2018 Professional Rates 

EnerVision 2018 Professional Rates 

Position Hourly Rate 

President I CEO $260.00 
Vice President $230.00 
Managing Principal $220.00 
PrinCipal $205.00 
Lead Consultant $185.00 
Senior. Consultant $165.00 
Consultant $135.00 
Technical $100.00 
Administrative $60.00 

rage 3 of3 

Attachment #2A 
Page 35 of 73 

Witness: Debra Martin 
,.B,eference to Pages 32 and 33 
.t!NER.ViS~ent #2 

~ 
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Introduction to EnerVision 
and 

Power Supply Discussion 

~" Shelby Energy Cooperative 
A Touchstone Energy' Cooperative ~ ---

January 31,2018 
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Agenda 

• Introduction to Ener Vision 

• EKPC Alternate Source 

• The Power Supply Procurement Process 

• The Active RFP Status 
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EnerVision Background 

• Incorporated in 1997 as ope subsidiary 

• Employees bought company in October 1998 

• Located in Atlanta, GA 

• Have served 120+ clients in 30+ states 
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Markets We Serve 

• Electric Cooperatives (primary) 
- Distribution 
- G&Ts 
- Statewide Organizations 
- Affiliated Organizations (NRECA, CFC, etc.) 

• Municipal Utilities 

• Renewable Resource Developers 

• Other Select Clients 
- GovennnentGroups 
- Private Entities 
- Large Power Users 

EN~1sION __________________________________________ _ 
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Services / Business Lines 

t.· ." .' 

Management Consulting 

Emerging Energy 
Solutions 

Power Supply 

ENER\1ISION' __________ ~ __________________________ ___ 
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Management Consulting 

EnerVision offers a set of Management Consulting services to address changing 
business needs and effectively meet customers' future requirements 

• Strategic Planning 

• Business Planning 

• Organizational Design 

• Succession Planning 

• Board Self-Assessments I Policies Review 

• Mergers & Acquisitions 

• Emergency Restoration Planning (ERP) 
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Emerging Energy Solutions 

The Emerging Energy Solutions business line focuses on a utility's ability to meet 
future goals and requirements by leveraging its distribution system and end users 

Demand Side 
Management (DSM) 

Energy Efficiency I 
Conservation 
Demand Response 
Direct Load control 
Consumer 
Engagement 

Renewables I DERs 

Wholesale & Retail 
Rates Services 

Rate and Pricing 
Strategy 
Cost of Service 
Studies 
Rate Design 
Innovative Pricing 
Structures 
Cost Recovery 
Mechanisms 

Smart Grid 
Technology 
Strategic P1anning ENER\1DION __________________________________ ~ __________ _ 
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Power Supply 
EnerVisiou offers a wide range of Power Supply consulting services which can assist 

the electric utility with all aspects of power supply planning 

Power Supply Services 
Traditional Generation 
Sources 
Purchase Power 
Opportunities 
Alternate Energy Options 
New Technologies 

Supply Side Services 
Planning 
Contracting 
Contract Administration 
Hedging & Risk 
Management 

Renewable Energy & 
Energy Innovation 
Services 

Total Energy 
Planning 
Renewable 
Resources 
DERs 

Load Management I 
Demand 
Response 

Energy Efficiency I 
Evaluation Tools 

Compliance 
Services 

Integrated 
Resource Plans 
(IRP) 
Renewable 
Portfolio 
Standards 
(RPS) 
FERC/NERC 
Compliance 
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Original Purpose of Amendment 3 

"The Owner Members each have a keen interest in 
pursuing or investigating opportunities to develop or 

otherwise obtain and use sources of electric power and 
energy other than EKPC." - MOU, Section 0.6 
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EKPC Alternate Source Opportunity 

• Amendment 3 and MOU 
- 15% individualloa~ up to 2.5% ofEKPC's total system load. Then, 
- 5% individual load, up to 5% ofEKPC's total system load . 

• Key Requirements 
- Notice: 18 months prior to delivery; 18 months prior to exit 
- Term start date (18 months +); term duration (max. 20 years) 
- Quantity (max. based on 3 year average CP, other member elections) 
- General description of Source 
- Approximate Expected Pattern of energy delivery; based on PP A 

parameters not necessarily profile of actual generation asset 
- Designate behind the meter or Related EKPC Point of Delivery 
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~ Co1!fideniial 11 ., 
~:z: <0';:::;: 
~ " 
(t) ~ » "", -:t>g.0'1Jil) 

::::;_Otllo 
Q)OCDCC::::r ° iJO"CD 3 
30lD3~~ cocos: _ am 00 s';t: 
""'''''::.IS; 1\,)..p..::J c..L:..... 



EKPC Remaining Opportunity (approx.). 

• 5% ofEKPC total system = 149.0 MW . 

• Already noticed by others = 69.2 MW 

• Remaining = 79.8 MW 

• Based on rol1ing 3-year CP average 
- Will be adjusted with new January 2018 peak data 
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Determining Buyer Preferences 

• Wants: 
- "Hands-on" or more "turnkey"? 

- Do economics trump all other considerations? 

- Cost-based (formula rate) or market price? 

- Pricing structure - fixed, indexed to fuel, energy only, flat/escalation? 

- Other contractual terms (e.g., preferred term, evergreen provision)? 

- Steel in the ground? 

- Any providers they will not consider, or with which they've had a bad 
experience? 
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RFP Development 

• Request for Proposals 
- Definition of what we're seeking - quantity; delivery point; term 

• Schedule 
- Key milestone dates - RFP Release; Notice of Intent; Response Date 

(proposal deadline); Short List; Contract Execution (perhaps); Delivery 
Commencement 

• Proposal Requirements 
- Elements thai: must be included for proposal to be compliant . 

~ Often extends beyond power supply particulars to counterparty information 
(qualifications, financial information, references) . 
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RFP Development (Cont'd.) 
• Additional Information 

- Buyer preferences, if any, that can be shared at time of distribution 

- Criteria upon which proposals will be evaluated - may be general or specific 

- Legal disclaimers - confidentiality, no representation/warranty, no obligation 

- Contact information - Buyer (if applicable), Legal (if applicable) 

- Next Steps. Reminder to provide Notice of Intent and to initiate confidentiality 
process 

- Buyer Information. Any background Buyer may wish to provide, including territory 
map 

• Confidentiality Agreement (separate document). Sometimes will send this out 
with RFP or may wait for notice of intent to respond 

• Load and Resource Data (separate documents). Not distributed until 
L:',Confidentiality Agreement has been executed 
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RFP Distribution 

• Determine if public distribution or selected audience 
~ If public distribution: 

• Consider whether to publish in an industry publication 

• Consider which website(s) on which to post 

~ If selected audience: 
• Identify those marketers able to provide 

• Personally contact all capable marketers 
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Evaluating Buyer's Preferences 
Kepner-Tregoe (K -T) decision-making approach of assigning weights and scores to 

subjective factors/preferences 

• Must Have's: 
- Economics (equal to or better than the Base Case) 
- Reliability (ability to provide Firm power to appropriate delivery points) 
- Creditworthiness (able to meet minimum counterparty credit standard of investment 

grade rating) . 

• Want's: 
- Desired objectives, weighted and scored 

• Risk Assessment: potential adverse consequences associated with top 2 alternatives 
- Plot on a grid according to probability of occurrence and magnitude of impact 
- Potential impact of adverse consequences may trump everything else (i.e., the 

downside would be too great to bear) 
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Term 

Credit Assurances 

Structure 

Price Stability 

Load Management 

Regulation 

Source of Power 

Comfort Level 

Scoring the K-T (Wants & Weightings) 

Minimum 10 year deal (or with .lIt_ion ~ ten) 

Acceptable l.vel ryf credit assurance (credit rating. provisions 
to post credit upon d<ml1grade. etc_) 

Cost yersus "Market-based 

Willing to pay higher rate now for 1""'01 
maintain an escalanoo path similar to 

and associated 

Knowledge i """I?enenco "ith supplier: corotbrtable with 
customer sonic. aspects ryf supplier 
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Develop Base Case; Compare Proposals 

• The Base Case represents the amount Buyer would 
continue to pay under status quo· 

• All components of power supply are calculated for each 
proposal to ensure apples-to-apples comparison (see next 
slide) 

.• Comparing the Base Case and the marketers' proposals 
shows possible savings 

• Present value analysis is used to equate proposals with 
different year-to-year savings 
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Apples-to-Apples Comparisons 

• Most proposals do not include all power supply components in their 
fixed price 

• Evaluation needs to calculate values for all individual components of 
power supply in order to calculate an all-in cost for each proposal: 

.- Capacity 

- Energy 

- Scheduling Agent Services 

- Transmission! Ancillary Services 

- Other 
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Round 1 Cuts and Subsequent Pricing Rounds 

• Develop your own "cut list" going in (applies to every roood) 
• Does proposal include must-have criteria? 
• Is Marketer creditworthiness acceptable? 
• Are the economics out of line with Base Case? 

• Identify next steps for subsequent roood( s) 
• Clarify any remaining uncertainties regarding proposal terms 
• Ask for refreshed pricing for remaining proposals 
• Clearly communicate competitive nature of process to marketers 
• Rinse and repeat withlr~spect to evaluation, presentation, and future cuts 

• Give remaining mark~t,brs one final shot before cutting to the short 
list II 
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After Cutting to the Short List 
• Refreshed tenn sheets from all remaining respondents 

- Ask for representative contract terms for issues that will be difference-makers for 
Buyer; perhaps: 

• Credit terms 
• Congestion 
• One-way termination 

• Additional senior management and board presentations 

• Cut to a "short-short-lisf' of two or three 
- Draft contracts from at least two (so one can't leave you hanging) 
- Consider having Buyer's team pull together the first draft 

• Negotiations 
- If more than one Marketer is offering an excellent opportunity, it is recommended to 

negotiate with more than one until they separate themselves 
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Mock Bills 

• Obtain mock bills from both G&T and Marketer 

- Ensures that implementation will meet expectations and 
analyses 

-Includes all components of wholesale power costs: 
• Power supply 

• Transmission 

• RTO costs 
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Negotiate Contract(s) 

• Final negotiations will begin at this point 
- Negotiations will include attempts to further reduce price, as well 

as strengthen any part of the proposal that will provide extra 
benefits 

- All terms and conditions are established during the negotiations 
(more difficult than negotiating price) 

- If negotiating with more than one Marketer, negotiations are done 
in parallel (leverage) 
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Contract Protections - Delivery 

• If seller fails to deliver as contracted, both reliability and 
economics are protected 
- PJM market automatically provides replacement capacity and energy at 

market prices 

- Contract contains "replacement cost" provision requiring Seller to pay 
. difference between PJM market price and price cooperative would have paid 
seller 

• EKPC continues to be party responsible, as it is today, for 
communicating load information to PJM and receiving capacity, 
energy & P JM biIling information on behalf of cooperative 
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Contract Protections - Credit 

• Promise to deliver at contracted prices only as good as the 
creditworthiness of the seller making the promise 

• Proposals will only be·accepted from: 
- Potential sellers with strong credit 
- Potential sellers with less than strong credit that provide a guarantee from a 

parent or other entity with strong credit . . 

• To protect against seller or guarantor credit that declines in . 
quality over time 
- Credit triggers will be included in contract and monitored throughout the term 
- Contract provisions will require seller to post letter of credit or other 

protection for cooperative if seller does not meet creditworthiness threshold 
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Creditworthiness 

• Creditworthiness is crucial to both cooperative and seller, especially in 
longer-term transactions 
- Cooperative needs assurance seller will be able to deliver at contract prices 

throughout the term 
- Seller needs assurance buyer will be able to pay for purchases throughout the term 

• Contracts include provisions for posting of collateral if agreed 
minimum credit thresholds are not maintained by either party 

• Cooperatives (if not rated) typically insist marketers accept minimum 
TIER and/or DSC thresholds in debt covenants as indication of 
creditworthiness 

• For sellers (or sellers' guarantors), creditworthiness based on credit 
ratings from agencies (S&P, Fitch, Moody's) 
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Early Termination· 

• Early termination in most contracts is allowed only in the case of 
default when one party fails to meet a significant obligation 
- Tennination upon default is negotiated so neither party gets stuck in the 

contract should the other party fail to meet its obligations 
- Optional termination provisions not typically seen in markters contracts 

• Protections against damages to cooperatives from seller default: 
- Careful selection of potential sellers, keeping in mind financial strength and 

history with other transactions 
- Contract credit provisions as discussed in prior slides 
- Provisions to require posting of collateral prior to credit issues 

• Bottom line: there is no guarantee ANY seller will be there 
throughout a long term contract, but contract provisions can 
keep the cooperative whole should the seller fail 
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Sign Most Attractive Contract(s) 

.• Once an agreement is reached on the terms and 
conditions of the contract, the contract and 
recomm endations are presented to the Board of 
Directors 

• Upon Board approval, the contract can be signed 
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Approval and Implementation 

• Transmission agreements, if applicable, are completed 
and signed with new supplier( s) 

• Signed contract and transmission agreements are 
submitted to RUS and other regulatory agencies for 
approval 

.• Implementation arrangements are completed with 
incumbent supplier and new supplier( s) 
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Then What? 

• EnerVision develops process to check initial bills 

• If desired, staff is trained, or 

- Coops with similar contracts can share in contract 
administration 

• Contract administration includes 

-Monthly bill review (G&T, Marketer & RTO) 

. - Budgets and forecasts 
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Active RFP Status and Timeline 

• Published RFP (December 22) 
- Directed to select potential providers and published publicly 
- Maximize savings versus EKPC all requirements supply 

• Received bids (January 19) 
• Apples-to~Apples Evaluation (on-going) 

• Shortlist created (Feb 5) 

• Round 2 Evaluation and Negotiation 

• Serve Notice to EKPC (Feb 23) 
• Alternate Supply Delivery (target Aug 1, 2019) 
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Summary 

• Introduction to EnerVision 

• EKPC Alternate Source 

• The Power Supply Procurement Process 

• The Active RFP Status 
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Next Steps 

• Board Resolution to proceed 

• If affirmative 
- NDA with Marketers 

- Share financial data for credit check 

-. Review proposals 
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