Item 19) Please refer to the Direct Testimony of Brad Bickett, page 8, line 12. Please
provide a copy of the RFP and all Documents associated with the analysis of the RFP

responses and selection of Gridforce Energy Management.

10

11

12

13

14

15
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20

21

22

23

Response)

Witness)

See attached.

Brad Bickett
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Naulty Energy Consulting and Advisory LLC

6. Evaluation Summary
The quantitative evaluation of the five evaluation criteria for both proposers is provided below:

Rating Weighted Rating
Criteria Perce ntage Hoosier Energy |GridF0rce Hoosier Energy |GridForce
Experience 30% 3 3 0.9 0.9
Compliance 15% 3 2 0.45 0.3
Price 25% 1 2 0.25 0.5
Staff/PM 10% 2 3 0.2 0.3
Transition 20% 2 3 0.4 0.6
Total 100% 11 13 2.2 2.6

The quantitative evaluation reveals that Gridforce Energy Management is the lowest evaluated bidder
both on a price basis and using the non-price criteria.

7. Recommendation
Based upon the results of the above quantitative evaluation and the following points, I recommend
awarding the project to Gridforce Energy Management.

e The culture of Gridforce Energy Management is customer focused and a third-party provider.

e The quality of the proposal offered by Gridforce Energy Management demonstrated a deep
understanding of the importance of schedule, and the division of responsibility between HMP&L
and Gridforce for complying with NERC requirements.

e Gridforce Energy Management provided a proposed contract for consideration by HMP&L that
will enable quicker execution as opposed to the development of a new services contract with
Hoosier Energy.

I am reviewing the proposed contract and will provide redlined comments in the next few days for your
consideration. Please don’t hesitate to call me if you have any questions.

Regards,

Terrance Naulty
Principal
Naulty Energy Consulting and Advisory LLC



| COMMISSION MEMO |

TO: Chris Heimgartner, General Manager

FROM: Brad Bickett, Reliability Compliance Manager 6'6

DATE: December 1, 2018

RE: Transmission Operator (TOP) and Local Balancing Authority (LBA) Services
Three (3) Year Agreement with two one-year extension options for maximum of five (5)
years,

ACTION REQUESTED

Commission approval to provide a Three (3) Year Local Balancing Authority and Transmission
Operator Services Agreement with Fourth and Fifth Year Renewal Options.

BACKGROUND

On November 30, 2018, the City of Henderson Utility Commission received sealed bids for
comprehensive services that will fulfill all NERC and SERC requirements applicable to the functions
of Transmission Operator and Local Balancing Authority, while following any MISO business
practices that may be in effect while providing such services.

Beginning February 1, 2019, HMP&L’s Station Two, consisting of 312 MW of coal fired generation
will be retired (approved by MISO) and HMP&L will become a non-generating municipal utility.
Under the current contracts, Big Rivers Electric Corporation (BREC) operates Station Two and
provides TOP and BA services to HMP&L as part of those contracts.

BREC has proposed that it will no longer be providing TOP and LBA services to HMP&L after
January 31, 2019. HMP&L is in the process of registering with MISO as a Market Participant (MP),
Load Serving Entity (LSE) and Transmission Owner (TO). HMP&L is also currently evaluating new
power supply contracts that will be effective on June 1, 2019.

EVALUATION

HMP&L distributed seven (7) Requests for Proposals to provide TOP and LBA services. Three (3)
responsive bids were received: Hoosier Energy Rural Electric Cooperative, Inc., Gridforce Energy
Management, and Big Rivers Electric Corporation. The Big Rivers proposal was deemed non-
responsive as it did not meet the minimum term requirement of 3 years. Gridforce Energy
Management was the best evaluated bid that came closest to meeting the Specification.

'RECOMMENDATION / MOTION

Motion to provide a Three (3) Year TOP/LBA Agreement with Fourth and Fifth Year Renewal Options
for the supply of reliability services in the amount of $600,000 per year for the first year, with one-time
implementation costs of $215,400, and annual site maintenance in the amount of $10,000, to Gridforce
Energy Management for HMP&L, and to authorize the HMP&L staff to complete negotiations of the
terms and conditions for a mutually acceptable Local Balancing Authority and Transmission Operator
Services Agreement.



HVIiFESL

HENDERSON MUNICIFAL POWER & LIGHT

ADDENDUM 1

RFP FOR TOP AND LBA SERVICES
UB #18-11-14

Proposed Scope of Work (revised)

In addition to the requirements specified in the RFP for Transmission Operator Services (TOP
and Load Balancing Authority Services (LBA), the following NERC requirements apply. Bidders
shall include compliance with the applicable requirements of these standards.

TOP-001-4 - Transmission Operations (BA, TO, TO,GO)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-001-4.pdf

Standard TOP-002-4 — Operations Planning (TO, BA)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-002-4.pdf

Standard TOP-003-3 — Operational Reliability Data (BA, TO, TOP, GO, GOP, LSE DP)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-003-3.pdf

TOP-010-1(i) — Real-time Reliability Monitoring and Analysis Capabilities (TOP, BA)
https://www.nerc.com/pa/Stand/Reliability%205tandards/TOP-010-1{i).pdf

Attachment 7 (added)

MISO, as signatory to the ISO Agreement (Transmission Owner Agreement), is required to provide
certain reliability functions as prescribed in Module F of the MISO Tariff. Attachment 7 to the RFP
entitled “Operating Protocols Between MISO Reliability Coordinator and the Transmission Operators”
provides bidders with the specific roles of MIOS and the TOPs with respect to how the TOP will utilize
MISO tools, processes and authority to identify and mitigate SOL Exceedances and are consistent with
the contractual obligations MISO has under Module F of the MISO Tariff.

All Respondents are asked to submit a signed copy of this Addendum as part of their RFP bid package to
acknowledge receipt of the updated information.

Respondent

Signature of Executing Party

Date
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Big Rivers Electric Corporation Proposal Summary

Big Rivers Electric Corporation (Big Rivers or BREC) is pleased to provide this
proposal for Transmission Operator (TOP) and Local Balancing Authority (LBA)
Services to Henderson Municipal Power & Light (HMP&L). As the incumbent
utility currently providing many of these services to HMP&L, Big Rivers is able to
meet the February 1, 2019 service schedule with no interruption of service and
minimal impact to HMP&L’s utility operation. The basic terms of this proposal are

included below.

Project Title UB #18-11-14 TOP and LBA Services

Business Unit Big Rivers System Operations

Description Proposal to provide TOP and LBA services
to HMP&L

Sponsor Mike Chambliss, VP System Operations

Project Manager Chris Bradley, Director Energy Control &
Compliance

Term of Contract 4 Months

Initial Cost $0.00

On-going Monthly Costs $800,000 per Month

Annual Escalation During the Term | $0.00

of the Contract

Start Date of Services

February 1, 2019

Big Rivers Proposal - UB #18-11-14 HMP&L TOP and LBA Services Rev 4.docs
Big Rivers Electric Corporation




PROPOSAL SPECIFICS FOR HMP&L TOP AND LBA SERVICES

1 Qualifications

Big Rivers is a fully integrated transmission owning MISO member and is a Local Balancing
Authority (LBA) within the MISO balancing area. Big Rivers is registered with NERC as a
Balancing Authority (BA), Transmission Operator (TOP), Distribution Provider (DP),
Generator Owner (GO), Generator Operator (GOP), Resource Planner (RP), Transmission
Owner (TO), and Transmission Planner (TP). Big Rivers is also party to a Coordinated
Functional Registration (CFR) that addresses BA responsibilities with MISO and other MISO

members,

Big Rivers currently provides LBA and TOP services to HMP&L and Century Aluminum. Big
Rivers previously provided TOP services to Owensboro Municipal Utilities from May 17, 2010
until May 31, 2013.

2 NERC Compliance Record

SERC performed an audit of Big Rivers in 2016. Two possible violations (PV) were identified
by SERC. This includes a PRC standard requirement that was found to pose minimal risk to the
reliability of the Bulk Power System. This PV was processed as a Compliance Exception. A
final determination regarding the second PV is still pending. Confidential audit records can be
viewed on-site at Big Rivers Electric Corporation.

3 Proposed Staff

Big Rivers proposes to utilize existing System Operations staff that currently performs the
requested services for HMP&L. This includes departmental personnel from Energy Control,
Engineering, Information Systems, and Energy Transmission & Substation (ET&S). The project
manager will be Chris Bradley, Director Energy Control & Compliance. Mr. Bradley is a
licensed Professional Engineer with almost 30 years of utility experience in the areas of
transmission planning and operations. Additional details as well as a System Operations
organizational chart follow:

Big Rivers operates a fully staffed primary control center in Henderson, Kentucky. Big Rivers
also maintains a completely redundant back-up control center at a remote location. An OSI
Energy Management System (EMS) with a fully functioning state estimator and real-time
contingency analysis tool is available in both control centers. The primary control center is
manned on a 24 hour/7 days per week basis utilizing eight (8) NERC Certified/Reliability
Coordinator Level System Operators. Operator experience ranges from 22 years to 4 years with
a median average experience of 10 years. Staffing levels include two (2) to three (3) System
Operators on day shift Monday through Friday. Second shift staffing Monday through Friday
typically includes two (2) System Operators. One (1) System Operator is on shift at all other
times. The System Operators work a standard 5-Man/5 week 12 hour rotating shift with a

Big Rivers Proposal - UB #18-11-14 HMP&L TOP and LBA Services Rev 4.docs
Big Rivers Electric Corporation



training week built into the schedule. The Big Rivers training program is design to ensure each
System Operator stays current with NERC Reliability Standards, MISO Procedures, SERC
requirements, and Big Rivers’ internal procedures. Continuing education is provided to ensure
each System Operator obtains the continuing education hours necessary to maintain NERC
System Operator certification. Energy Control System Operators are a diverse group with
varying experience in substations, relaying, engineering, and plant operations

Technical support is provided by other Energy Control Department personnel, the Engineering
Department, the Information Systems Department, and the ET&S department. This includes
licensed Professional Engineers and other technical staff that perform duties related to system
planning, power flow/state estimator modeling, voice and data communication support, relay
protection, transmission line design, compliance, SCADA/EMS support, maintenance, and other
support functions.

TRANSMISSION / OPERATIONS / ENGINEERING / INFORMATION SYSTEMS

Vice President
Syslem Operations
Mike Chambliss
| ] | | |
Directer = ’
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4 Recordkeeping

It is the intent and practice of Big Rivers to comply with all federal and state laws and
regulations. It is also the practice of Big Rivers to comply with all MISO standards, work
practices, and procedures. Consistent with this statement of intent, the compliance program
implemented by Big Rivers is designed to ensure compliance with all FERC regulations,
including Standards of Conduct; NERC standards; and Kentucky state regulations. All
employees are expected to perform their duties in a manner consistent with the expectations,
practices, standards of conduct, and other requirements that are specifically included or
implied within the documented Internal Controls Program (ICP). The internal controls
program developed to ensure compliance with the standards and regulations is based on the
COSO Internal Control — Integrated Framework Principles. This framework includes three
categories of objectives — operations, reporting, and compliance.

This Internal Compliance Program (ICP) is based on decentralized compliance responsibilities
with centralized support. The centralized support is provided by the Director of Energy
Control & Compliance and one full-time Compliance Specialist. Support services provided
include:

o submittal of most self-certifications as required by SERC

e ensures all reporting deadlines are met for internal and external reporting requirements
e document management

e audit coordination

o internal auditing through compliance support tools

e NERC Alert response coordination

e initiates and builds relationships with internal and external customers and solution
providers

e generate monthly compliance report

Compliance support is also provided by the full-time CIP Coordinator. This position is
responsible for the CIP Program development, maintenance, and documentation necessary to
meet regulatory requirements for the NERC Critical Infrastructure Protection (CIP) standards.
The CIP Coordinator directly supports the design, implementation and execution of existing
and new compliance support tools; coordinates compliance processes in the Information
Systems area; provides monthly input for the Compliance Report.; Outside professional
support is also used to perform pre-audit gap analyses and for some CIP standard compliance
support functions.

Big Rivers has implemented various processes and tools to mitigate risk and to ensure
compliance with all applicable standards and regulations. Most control activities are managed
by compliance personnel. A discussion of these control activities follows:

Centralized Support

On an on-going basis, the following duties are performed by compliance personnel:

o Define and communicate to all applicable departments and management their
compliance obligations.

Big Rivers Proposal - UB #18-11-14 HMP&L TOP and LBA. Services Rev 4.docs
Big Rivers Electric Corporation



e Designate owners for each reporting requirement identified in the standards matrix.

e Ensure that each filing is developed in a manner that allows sufficient time for
preparation, internal review, and approval.

e Retain all files and documentation associated with self-certifications within the
compliance database (Laserfiche).

e An excel spreadsheet is used to ensure internal documents are updated on time.

e Microsoft Outlook calendar is used for more frequent reoccurring task or reminders.

Compliance Software/Tools

Laserfiche is used for the centralized compliance related document management. This
software system allows revision history to be tracked in detail. The software system also
provides an electronic approval process and an audit trail. The use of this system was phased-
in beginning in mid-2007 with full use implemented in November 2007.

A compliance database was implemented by Big Rivers in 2015. This database is currently
being replaced with a Sharepoint based tool to allow more flexibility and transparency with
respect to evidence storage and internal auditing. This tool will generate reoccurring
reminders, spot checks, tasks, and procedures for the SME or compliance personnel to
complete. NERC standards and requirements are downloaded monthly through the NERC
website. Big Rivers internal documents are linked to the appropriate standards, along with the
necessary tasks, spot checks, or functions that must be completed in order to show
compliance. SME’s or compliance personnel are required to provide proof of compliance in a
timely manner. An evidence link is attached to each request, making it easy for the SME to
submit their evidence. Through the work flow process we created, any requests for evidence
that have not been completed in a timely manner (i.e. past 30 days), will automatically send an
email to the Compliance Officer showing lack of compliance. This tool also allows us to
generate monthly, quarterly, and annual reports. While we are still in the process of
populating this tool, our goal is to always be in full compliance and keep an open
communication channel with appropriate personnel. Therefore, quarterly compliance reports
are created and shared with all appropriate personnel.

5 Integration schedule

As the incumbent utility currently providing the requested services to HMP&L, Big Rivers is
able to meet the February 1, 2019 service schedule with no interruption of service and minimal
impact to HMP&L’s utility operation. No changes to the currently provided services are
proposed. Consequently, no integration schedule or specific training is necessary or proposed.

6 Contract Extension Terms

A four month term with no provision for contract extensions is proposed (see Bid Clarification
and Exception Report — Attachment 1).

Big Rivers Proposal - UB #18-11-14 HMP&L TOP and LBA Services Rev 4.docs
Big Rivers Electric Corporation



7 Price Proposal

Big Rivers proposes a $800,000 per month charge with no escalation over the proposed four
month term and no one-time costs.

8 Service Contract/Binding Term Sheet

Big Rivers proposes the following terms:

e All LBA and TOP services currently provided to HMP&L by Big Rivers and currently
scheduled to cease on February 1, 2019 will continue to be provided uninterrupted until May
31, 2019.

e Advanced monthly payment is required 15 calendar days prior to the first day of each month
in which services will be provided.

o A draft LBA/TOP Services Agreement is attached to the proposal.

9 Service Start Date

A start date of February 1, 2019 is proposed.

10 Bid Clarifications and Exceptions Form (Attachment 1)

A four (4) month term with no provision for contract extensions is proposed as an exception to
the requested three (3) years with two one-year extension options defined in the Proposed Scope
of Work within the HMP&L Request for Proposal. Additionally, Big Rivers is unable to accept
certain terms included in the HMP&L provided Non-Disclosure Agreement (NDA). Therefore,
a modified NDA has been executed by Big Rivers and is submitted as part of this response to
the HMP&L Request for Proposal. Please see Attachment 1.

11 Reciprocal Preference Forms 1 and 2 (Attachment 2)

Please see Attachment 2.

12 Non-Disclosure Agreement (Attachment 6)

Big Rivers is unable to accept certain terms included in the HMP&L provided Non-Disclosure
Agreement (NDA). Therefore, a modified NDA has been executed by Big Rivers and is
submitted as part of this response to the HMP&L Request for Proposal. Please see Attachment 1
and Attachment 6.

Blg Rivers Proposal - UB #18-11-14 HMP&L TOP and LBA Services Rev 4.docs
Big Rivers Electric Corporation
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ADDENDUM 1

RFP rFOR TOP AND LBA SERVICES
UB #18-11-14

Proposed Scope of Work (revised)

In addition to the requirements specified in the RFP for Transmission Operator Services (TOP
and Load Balancing Authority Services (LBA), the following NERC requirements apply. Bidders
shall include compliance with the applicable requirements of these standards.

TOP-001-4 - Transmission Operations (BA, TO, TO,GO)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-001-4.pdf

Standard TOP-002-4 — Operations Planning (TO, BA)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-002-4.pdf

Standard TOP-003-3 — Operational Reliability Data (BA, TO, TOP, GO, GOP, LSE DP)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-003-3.pdf

TOP-010-1(i) - Real-time Reliability Monitoring and Analysis Capabilities (TOP, BA)
https://www.nerc.com/pa/Stand/Reliability%20Standards/TOP-010-1(i).pdf

Attachment 7 (added)

MISO, as signatory to the ISO Agreement (Transmission Owner Agreement), is required to provide
certain reliability functions as prescribed in Module F of the MISO Tariff. Attachment 7 to the RFP
entitled “Operating Protocols Between MISO Reliability Coordinator and the Transmission Operators”
provides bidders with the specific roles of MIOS and the TOPs with respect to how the TOP will utilize
MISO tools, processes and authority to identify and mitigate SOL Exceedances and are consistent with
the contractual obligations MISO has under Module F of the MISO Tariff.

All Respondents are asked to submit a signed copy of this Addendum as part of their RFP bid package to
acknowledge receipt of the updated information.

Michael W. Chambliss, Big Rivers Electric Corporation

o

Signature of Executing Party

\\- %0~ (D

Date
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Attachment 1 — Bid Clarification and/or Exceptions Form

BID CLARIFICATIONS AND/OR EXCEPTIONS
UB #18-11-14
Bidder offers the following clarifications and/or exceptions taken to any requirement or provision
of this Invitation to Bid and any proposed modifications or replacement language for each
clarification or exception. (If none, so state.)

A four (4) month term with no provision for contract extensions is proposed as an exception to the
requested three (3) years with two one-year extension options defined in the Proposed Scope of
Work within the HMP&L Request for Proposal.

Big Rivers is unable to accept certain terms included in the HMP&L provided Non-Disclosure
Agreement (NDA). Therefore, a modified NDA has been executed by Big Rivers and is submitted
as part of this response to the HMP&L Request for Proposal.

Bidder understands that unless itemized above, no other clarifications or exceptions to this
Invitation to Bid are taken by this Bidder.

Q‘.,ﬂl PNUS E‘\(’t.z‘-\-ﬂ-:c. (o E\T—‘*ol’a“.l(_?""
Bidder

RN . 0 Eb&d*ffﬁ

Signature of Executing Party
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Attachment 2 — Reciprocal Preference Form
Bid #; 18-11-14

RECIPROCAL PREFERENCE: (Effective February 4, 2011

In accordance with Kentucky Revised Statutes (KRS) 45A.490 to 45A.494, prior to a contract being awarded to a bidder on a public
agency contract, a resident bidder of the Commonwealth of Kentucky shall be given a preference over a nonresident bidder
registered in any state that gives or requires a preference over bidders from the other state. The preference shall be equal to the
preference given or required by the state of the nonresident bidder.

Any individual, partnership, association, corporation, or other business entity claiming resident bidder status shall submit along with
its bid response a notarized affidavit (form attached) that affirms that it meets the criteria to be considered a resident bidder as set
forth in KRS 45A.494(2). A nonresident bidder shall submit to HMPL, along with its bid response, a copy of its Certificate of
Authority to transact business in the Commonwealth of Kentucky as filed with the Kentucky, Secretary of State. The location of the
principal office identified therein shall be deemed the state of residency for that bidder. If the bidder is not required by law to obtain
said Certificate, the state of residency for that bidder shall be deemed to be that which is identified in its mailing address as provided
in its bid.

Bidders must select and check one option below and return this document with bid,

This company is a resident bidder of the Commonwealth of Kentucky or this company is a
nonresident bidder meeting the following requirements:

I. Is authorized to transact business in the Commonwealth; and
2. Has for one year prior to and through the date of advertisement
a. Filed Kentucky corporate income taxes; and

b. Made payments to the Kentucky unemployment insurance fund established
in KRS 341.49; and

c. Maintained a Kentucky workers' compensation policy in effect.

The
Bidder Status form attached must be completed and returned with bid.

I:I This company is not a resident bidder nor does it meet the requirements as listed in
Items 1 and 2 above for nonresident bidders claiming resident status in the Commonwealth.

What is your state of residency?

Does your state grant "Contract Bid Preference? (circle one) No/ Yes

What is the Preference Percentage for your state? %

-
Big Rivers Electric Corp. A /"w/

Company Signature
November 11, 2018 Robert F. Toerne
Date Printed Name



Vil

Bid #: 18-11-14

REQUIRED AFFIDAVIT FOR BIDDERS, OFFERORS AND CONTRACTORS
CLAIMING RESIDENT BIDDER STATUS

FOR BIDS AND CONTRACTS IN GENERAL:
The bidder or offeror hereby swears and affirms under penalty of perjury that, in accordance with KRS 45A.494(2),

the entity bidding is an individual, partnership, association, corporation, or other business entity that, on the date the
contract is first advertised or announced as available for bidding:

1. Is authorized to transact business in the Commonwealth; and
2. Has for one year prior to and through the date of advertisement

a. Filed Kentucky corporate income taxes; and
b. Made payments to the Kentucky unemployment insurance fund established in KRS 341.49; and

¢. Maintained a Kentucky workers’ compensation policy in effect.

Henderson Municipal Power & Light reserves the right to request documentation supporting a bidder’s claim of
Resident Bidder Status. Failure to provide such documentation upon request may result in disqualification of the bidder

or contract termination

W f W Robert F. Toerne

Signature Printed Name
Director, Supply Chain November 30,2018
Title Date

Big Rivers Electric Corporation

Company Name

Address 201 Third Street
Henderson, KY 42420

Arg this ay of Novemper 2015
i My commission expires: 52 | !LE;? 2
Nﬁ;zi'y Publi .
4

[seal of notary]
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Attachment 4 - Notice of Intent to Bid Form

Name of Bidder Big Rivers Electric Corporation

Company Representative Michael W. Chambliss

Representative Title Vice President System Operations

Representative Contact Information

Email Address: Michael. Chambliss@bigrivers.com
Office Phone Number: 270-844-6205

Mobile Phone Number: 270-993-2022

Expected Proposal (Check as Appropriate)

___ Local Balancing Authority Service

__ Transmission Operator Service

X Local Balancing Authority and Transmission Operator Services

Please send completed form to:

Terry Naulty

Principal, Naulty Energy Consulting and Advisory LLC
Naultytpl@gmail.com
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Attachment 6 — Nondisclosure Agreement

CONFIDENTIAL INFORMATION NON-DISCLOSURE AGREEMENT

This NON-DISCLOSURE AGREEMENT is made by the undersigned ("Vendor") and Henderson
Municipal Power & Light ("HMP&L"), with its primary address located at 100 5th street,
Henderson, Kentucky 42420.

The Vendor has requested that HMP&L disclose to the Vendor certain information, all or a portion
of which may be classified by HMP&L as Bulk Electric System Cyber System Information
(BCSI); and

The North American Electric Reliability Corporation Critical Infrastructure Protection Standards
(NERC CIP), has defined BCSI as "information about the BES Cyber System that could be used to
gain unauthorized access or pose a security threat to the BES Cyber System. BES Cyber System
Information does not include individual pieces of information that by themselves do not pose a
threat or could not be used to allow unauthorized access to BES Cyber Systems;" and,

The Vendor is working on_Transmission Operator (TOP) and Local Balancing Authority (LBA)
Services requiring access to certain information classified as BCSL

For purposes of this Agreement, "BCSI" shall mean: (i) all information designated as such by
HMP&L, whether oral, written or recorded/electronic, and regardless of the manner in which it

is furnished; and (ii) all reports, summaries, compilations, analyses, notes or other information
which contain such information. Written information containing BCSI furnished by HMP&L
shall be considered classified information and labeled " Confidential BCSI".

Information labeled ""Confidential BCSI" shall be kept in a secure place. The Vendor shall
exercise reasonable care to maintain the confidentiality and secrecy of the classified information,
and shall not divulge classified information to any third party without the prior written consent of
HMP&L. The Vendor shall use all classified information disclosed by HMP&L only for the
referenced work above.

AGREED (Vendor)x&\, X C‘~® W, \_,Kg_@m.

Tl e o lRPolidTod

VDl W



LOCAL BALANCING AUTHORITY AND
TRANSMISSION OPERATING SERVICES AGREEMENT
By and between
BIG RIVERS ELECTRIC CORPORATION
And

HENDERSON MUNICIPAL POWER & LIGHT

Dated




This LOCAL BALANCING AUTHORITY AND TRANSMISSION

OPERATING SERVICES AGREEMENT
("Agreement") is executed as , 2018, by and between BIG RIVERS
ELECTRIC CORPORATION, an electric cooperative organized and existing under the Laws of the
Commonwealth of Kentucky ("Big Rivers"), and the City Utility Commission of the City of
Henderson, Kentucky, also known as HENDERSON MUNICIPAL POWER AND LIGHT, a
municipal corporation organized and existing under the Laws of the Commonwealth of Kentucky
("HMP&L"), (collectively referred to as "Parties" and individually referred to as a "Party").

WITNESSETH:

WHEREAS, Big Rivers owns and operates an electric utility system comprised of electric
generating facilities and transmission facilities located in Kentucky; and

WHEREAS, HMP&L owns and operates an electric utility system comprised of electric
generating facilities, transmission facilities and distribution facilities which are operated to supply its
retail customers; and

WHEREAS, Big Rivers and HMP&L are directly responsible for complying with
Reliability Standards established, administered, and/or enforced by the North American Electric
Reliability Corporation ("NERC"), the Electric Reliability Organization ("ERO") and/or the
Southeastern Electric Reliability Corporation (SERC), subject to the approval and/or oversight
of the Federal Energy Regulatory Commission ("FERC") pursuant to Section 215 of the Federal
Power Act ("FPA") as amended by Section 1211 of the Energy Policy Act of 2005; and

WHEREAS, Big Rivers is registered with NERC as a Balancing Authority, Distribution
Provider, Generator Owner, Generator Operator, Interchange Authority, Planning Authority,
Purchasing-Selling Entity, Resource Planner, Transmission Owner, Transmission Operator,
Transmission Planner, and Transmission Service Provider; and

WHEREAS, HMP&L is registered with NERC as a Distribution Provider and Generator
Owner,

WHEREAS, beginning on February 1, 2019, HMP&L desires Big Rivers to perform certain
Local Balancing Authority and Transmission Operating Services, as specified in this Agreement; and

WHEREAS, Big Rivers is willing to perform such Local Balancing Authority and
Transmission Operating Services, subject to the terms and conditions of this Agreement.

NOW, THEREFORE, in consideration of the mutual promises, covenants and agreements
set forth herein, the Parties do hereby agree with each other, for themselves and their successors and
assigns, intending to be legally bound, as follows:



ARTICLE I
GOVERNANCE AND TERM

Section 1.1: This Agreement shall be effective on February 1, 2019, ("Effective Date"), and shall
continue in effect until termination on June 1, 2019, except as otherwise provided in Section 1.4, OR
2.7

Section 1.2: Termination of this Agreement shall not relieve the Parties of any 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 1.3: Termination of this Agreement terminates all services provided under this Agreement and
any continuing obligations to provide such services.

Section 1.4: Except as otherwise provided in Section 2.7 of this agreement, if Big Rivers
determines to cease providing Local Balancing Authority Services and Transmission Operator
Services to HMP&L, other than as provided in Section 9.7 of this Agreement, Big Rivers shall
give written notice to terminate this Agreement; provided, however that Big Rivers will continue
to provide the services covered by this Agreement to HMP&L so as to allow HMP&L sufficient
time to provide or obtain full replacement of the Local Balancing Authority Services and
Transmission Operator Services. In no event shall Big Rivers be required to provide the services
for more than 60 days after giving written notice to HMP&L.

Section 1.5: This Agreement is based on the existence of NERC as the ERO and the applicability
of the NERC Reliability Standards, the NERC Glossary of Terms, and other NERC policies and
procedures. To the extent that NERC ceases to exist in its current form and/or is replaced with
another ERO with additional 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
and the Parties' obligations in light of the new reliability entity or to terminate this Agreement
in accordance with Sections 1.1 or 1.4.,

Section 1.6: Any capitalized terms used in this Agreement that are not defined in this
Agreement (including Schedule A attached hereto), in the Big Rivers Operating Procedures
and Guidelines, or in the Operating Protocols shall have the meaning established in the NERC
Glossary of Terms, as published on the NERC website and as may be modified from time to
time. In the event of any conflicts among definitions of capitalized terms, such definitions
shall be given the following order of priority: (1) this Agreement; (2) Big Rivers Operating
Procedures and Guidelines; (3) Operating Protocols; and (4) NERC Glossary of Terms. For
purposes of this Agreement, the term



"Reliability Standard" shall mean a Reliability Standard approved by FERC as mandatory and
enforceable by NERC and SERC.

ARTICLE II
SCOPE OF TRANSMISSION OPERATING SERVICES

Section 2.1: Under this agreement, Big Rivers shall provide HMP&L with the Local Balancing
Authority Services (LBAS) Transmission Operating Services ("TOS") described in
Attachment A in accordance with Good Utility Practice, all Federal Power Act obligations,
FERC obligations applicable to transmission system operators, NERC and SERC Reliability
Standards, the Big Rivers Operating Procedures and Guidelines in effect at that time, any
Operating Protocols jointly developed by the Parties, and the terms and conditions specified
in this Agreement.

Section 2.2: HMP&L may from time to time request that Big Rivers perform certain Additional
Local Balancing Authority Services (“ALBAS”) and Additional Transmission Operating Services
("ATOS"). At Big Rivers' sole discretion, Big Rivers may provide such ALBAS and ATOS, upon
the terms agreed upon by the Parties. Under no circumstances shall Big Rivers commence
performance of any Additional Local Balancing Authority Services or Additional Transmission
Operating Services prior to receiving a Request for ALBAS or ATOS from the Designated
Representative of HMP&L.

Section 2.3: HMP&L grants Big Rivers the Operational Authority to issue directives to HMP&L
personnel to alleviate operating emergencies and control HMP&L transmission facilities
specified in Attachment C. Big Rivers has issued an authorization letter "System
Supervisor/Associate System Supervisor Authority" which authorizes Big Rivers System
Supervisors and Associate Supervisors to take what actions are needed to alleviate System
Operating Emergencies as identified under Big Rivers procedure EC-TOP-1 & other Big Rivers
procedures identified within Attachment D. In addition, HMP&L has provided Big Rivers a letter
authorizing Big Rivers System Supervisor/Associate System Supervisors and HMP&L System
Operator/Dispatchers to take what actions are needed to alleviate HMP&L System Operating
Conditions and Emergencies.

Section 2.4: HMP&L reserves the right to monitor and inspect any and all LBAS and TOS
performed by Big Rivers, its agents or subcontractors pursuant to this Agreement; provided.
however. HMP&L shall perform such monitoring and inspection in a manner which will not
materially interfere with the performance of such LBAS and TOS by Big Rivers, its agents or
subcontractors.

Section 2.5: Each Party recognizes its obligation to participate in compliance audits and other
activities as specified in the annual SERC Compliance Monitoring and Enforcement Program,
including SERC Audits, Compliance Investigations, Spot Checks and Self-Certifications. Big
Rivers agrees to provide all documentation requested by HMP&L relating to performance of
LBAS and TOS specified in this Agreement and to provide, to the extent practicable, any Big
Rivers subject-matter experts for participation in such audit activities. HMP&L agrees to



reimburse Big Rivers for the cost of such services and subject-matter expert participation.

Section 2.6: HMP&L reserves the right to conduct audits annually, and in preparation for any
SERC Audit of Big Rivers' performance under this Agreement and agrees to give Big Rivers at
least 30 days prior written notice, if possible. Big Rivers shall provide HMP&L any analysis,
reports, case studies, models, projections or other intermediate work products used to provide
the LBAS TOS and generate the Transmission Operations Information, Data and Reports
provided in Attachments A and B, respectively. HMP&L agrees to reimburse Big Rivers for the
costs incurred by Big Rivers related to the audits specified herein.

Section 2.7: In the event HMP&L discovers that any LBAS, ALBAS, TOS or ATOS
performed by Big Rivers fails to conform to the requirements specified in this Agreement,
HMP&L may request that Big Rivers, (a) promptly correct or re-perform such non-
conforming LBAS, ALBAS, TOS or ATOS to conform with the requirements specified in this
Agreement to the extent that such LBAS, ALBAS, TOS or ATOS can be corrected or re-
performed and (b) develop a new process, procedure or manner for performing such non-
conforming LBAS, ALBAS, TOS or ATOS on a prospective basis, approved by the Parties
Designated Representatives, and such that Big Rivers' performance of such LBAS, ALBAS,
TOS or ATOS conforms to the requirements specified in this Agreement. In the event Big
Rivers fails, or is unable, to remedy such nonconforming TOS or ATOS within a reasonable
time, HMP&L may terminate this Agreement upon at least ten (10) days written notice, and
with such termination becoming effective on the last Day of a Month. HMP&L's right to
terminate this Agreement under this Section 2.7 shall be in addition to any and all other rights
that HMP&L has under the terms of this Agreement.

ARTICLE III
PROCEDURES AND GUIDELINES

Section 3.1: Big Rivers shall use the Big Rivers Operating Procedures and Guidelines specified
in Attachment D in providing services under this Agreement. Prior to the Execution Date, Big
Rivers shall provide HMP&L with a copy of the Big Rivers Operating Procedures and
Guidelines consistent with the directory set forth in Attachment D. Such Big Rivers Operating
Procedures and Guidelines shall remain in effect unless modified by Big Rivers pursuant to
Section 3.2 herein. Big Rivers may, in its sole discretion, fulfill its obligation to provide
HMP&L with copies of the Big Rivers Operating Procedures and Guidelines by providing
electronic copies of the relevant documents to HMP&L or by providing HMP&L online access
to a current version of the documents maintained by Big Rivers. The Parties acknowledge and
agree that the Big Rivers Operating Procedures and Guidelines, as they may be modified from
time to time in accordance with Section 3.2 herein, and other documentation provided to
HMP&L in accordance with this Agreement are Confidential Information and shall be governed
by the requirements of Article V, Section 5.3 herein.

Section 3.2: As soon as practicable after any modifications to the Big Rivers Operating Procedures
and Guidelines take effect, Big Rivers shall provide HMP&L with a complete copy of the revised Big
Rivers Operating Procedures and Guidelines; provided, however,





