¢ TILED
0 “ENNE3SEE VALLEY AUTHORITY U R
Y Chattancoga, Ternessos

Octobsr 28, 155k

L

Supplement #1

East Y¥sntucky Rural Electrio Cooperati.ve' Corporation

McEldouney Building
Winchsster, Xentuoky

(lentlement

This lstter will serve to confirm the undsrstsnding resched between
us witn regord to the modification of the agreement of #ay i, 1951,
{nereinalier called W1551 Agreement”) betwsen youwr Cooperative and
TVA waich we mutuslly feel is required as a resw.® ol Jour arrings-
nsats with the Kentuekv T4ilities Compspy for intarccemnection and
joint operation. It ¥ay understood and agreed that:

i. The interconmsction syrrangenents betwesn ths Cunperative and
the Kentuoky Utilities Company will requirs mubtnally eatils-
factory operating arvangmments between the Cocpoerative, the
Eentucky Hilitias Company, and TVA, since the delivery of
powsr undsr ths 1951 agrsement will involve the fsociliiies
of the ¥entwky Utilitizs Compuny and the direct and indireat
intorcomections betwesn that Campany’s sysen anid TVA'a
systen, o

2. The engineering studles herstofure made by the purtise show
that the only foreseeaile additlenzl equizment required in
comnection with the estcblishment of the Hwmier Shade inter-
connection peoint is a carrier tclemetering chemnel from seid
intercomection point o 1VA's load contrel centsr in
Chattanooga, Terrnassss. Ccoperative wiil provids snd instell
or canss %0 be provided zad installed et no expense to TVA
a carrier telemstering charnei Ifrom Swemer Shads to the
intercomnection point hetusen Kentucky Utilities and TYA =t
Pinaville, Kentuolty, inmcluding the vrecsiving fusilities st
the latter point, ~na TVA shall provide at 1ts cwn expsnse
the carrier telemetering chanrmel from ssid receiving
facilities to Chatéanongsa.

If the ectual operating experience of the parties zfter tre
Sunzer Shade interconn:zotion ie iniiirlly clesed revsuls
that additional iransfsimaticn cazpasity at that intercomec-
tion point is renuired as a rusult of the interconnsciion
arrangwments and transictions botween the Cooperative and
the Kentucky Utilities Compary, Cooperative shall elther
offect the mecessary arrangements to valieve any overload,
and to prevent future sverlasds, on the exlsting transforma-
tion capdoity at Swmwr Shade, or provides or cause to be
provided at no sxpeuse %0 TVA such additiconl transformation
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3.

capacity at Summr Shade; provided, however, that Coopsrative
may, upon reasonsble written notice to TVA, terminate the
1951 Agreement in lieu ol providing such sdditiond) transe
farmatlon eapacity., In the event of such termination, if TVA
detemines that it would be necassary or desiradble to remove
any of the intercommsction faocllities provided by 1% in
cormection with the 195) Agresment, Cocperative chall pay to
TVA, promptly after recelpt of sigtement therefor; the
depreciated dook cost, plus the cost of removal, less salvage
value, of the intercommscted fasiijties remowed by TVA,

Any changes or additions 1l be made in accordorce with
the best over-all engineering solution,

The second paragraph of Section 3 of the 1951 Agveemert ia
hereby amended to read as follows:

Cooperative intendzc and agrees to expand ‘he caacity available
to it from time to timoe by incrceasing its own gemerating
capasity by the installstion of new urdity, or by contracting

to purchase power capacity from & scuxes or gourcss other

thap TVA, with the addition of each new ircreme:t of capacity
schequied not later than the time Coopsrativats loai iu
estimated to reach 90 porcent (0% of ths normzd capshility

. of the capacity then avidlable te the Coopsrative without

the new incfoment; provided, howewur, thal if Ccoperatiwe
shall fall to achedule new incrementz of copaclty or to
instzll or purchase capielty in amsurts sufiiciant to comply
with the aforesald requirvements, TVA ray give writiten notice
to Cooperative to correct such fallurs and if such failure

is not corrected within omne yoay from the daie of such notics,
TVA shdll be excused, witil such ¢ime as Cooperative corrects
guch fallure, from its ohligations to (e) furnish pove- snd
energy under the provisions of Sectdon 5, (b} furnish nower
and energy under the provisions of section L when the load

on Cooperative's system is in excsss of the normal cecacity
of Cooperative's generating units and the powesr purchasad
from other soureces, and (¢) keep ite systan interconnectad
with that of the Cooperative undsr the provisions af scction
2 exoept as required to perform its cbligaticns under s oetion 5
and 1ts obligations under sctions b and § as cualified by

the provisions of this parsgraph; providsd, further, that
nothing herein shajl be construed to limii TVA's rights to
require the delivery oif power end snergy urder the rsovisions
of secticns ) and 6 hereof, Coopsrative shell advise VA mot
lass often than once each year of its load conditions and
forecasts for the next three (3) years, of its plans to
provide new incremants of capacity by construction or rurchase
to meat forecasted loads, and of the status of it: consirucs
tion program,

In recognition of the act “hat the joint operation of the
systems of the Cooperaiive and Remiuvoky Utilitiee Compeay
under their intercomme:tion agreement dated February 1, 195k,
would result in reducliig ons of the elemanks of compenssation
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to TVA upon which the ocntract betwesn the Cooperative and
TVA wag based, seotion { of the latter contract is hereby
amended to read as follcws:

TVA may obtain from Cooperative at any time, upon request

any swplus energy that, in Cooperative's judgment, can be
genarated by Cocperative's operable generating capacity over
and above the power requirements cf its own service arsa;
‘provided, however, that during each four-month psriod bsgin-
ning with Deosmber 1 an! ending with March 31 the swrplus
powsr and epergy available to TVA hereunder shall in wo

svent be lese than ten pervent (10%) of the nermal capability
of the Cooperative's installed generating capacity operable
from time %o time during such periods. Coopsrative muy
obtain from TVA at any time, upon request, sny suwxrplus energy
which TVA, in its judgment, may have available; provided,
that thsre shall not be ircluded among delivsries to Cooperative
under this section any deliverfes by IVA except in

accordance with Jectlon 5, at any time when Cooverative’s
lcad sxceeds the total of its oporable generating capacity
and purobased capesity. It iz the intent of the parties

that the use by ezch of the surplus energy of the othsr

shall be compensrated for onm & bisis that will result in
sharing approximstaly equally the incremental savings in
production costs resulting from such use. It is estimated
that such sharing of iroremental savings would be accomplished
by the perty using suck surpluz energy paying the supplying
party the incremental costs of gemerating such energy plus
ten peroent (10%), plus a guarter of a mill per kilowatt-bhour;
compensction shall be ¢n thut baeis unless or wmtil otherwise

agreed.

For spergy supplied to TVA which Cooperatiwve has had to purchase
from Kentueky Utilities Company subsequent to November 1959 to
camply with its commituent under the provisc to the first
sentence of this saction, TVA shall pay Ceooperastive, in lieu
of the charge otherwise 2pplicable under this section, an
anount per kilowati-hour equal to the energy charge per
killowatt-howr {as distinguished from the demand charge
applicable to such purchsses from Kentucky Dtilities) as now
specified in Exhibit H to the contract dated Pebrusry 1, 1954,
between Cooperative ani Xentucky Utilities Company plus 10
percent.

5. As soom ag praciicable Couperative will mzke the arrangements
with the Kentucky URilities Company required to enable
Cooperative to comply with the provisions of its contract
with TVA as amended ani supplemented in accordsnce with this
letter. Any additicnal arrangemants between Conperative and
Kentaoky Utilities Company, or any other utility system which
is interconnected with TVA's sysiem, shall be subject to the

approval of TVA.
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If this letter is acoeptable to the Cooperative, please execute and
return the original and thrwe coples hereof. After the lstter has
been approved by TVA's Boarcl, we shall consider 1t to be a binding
agrecment between us and the original and ons exscuted copy will be

returmed to you,

Approved by TVA ' Very truly yours,
Board Directors
Jammary 28, 1955 TENNESSEE VALLEY AUTHORITY

8/ G. 0, Wessenauer
Hanager of Power

Accepted and ggreed to as of
the date first above written.

EAST KENTUCKY RURAL DIECTRIC COOPERATIVE CORPCRATION
By, S/ Adex B, Veech




