William C. Mescher

Sresident and
Chie” Executive Officer

July 23, 1930

Mr. Frederic D. Chanania

Counsel for NRC Staff

U.S. Nuclear Regulatory Commission
Washington, DC 20555

Dear Mr. Chanania:

This is in response to your letter of July 8, 1380, requesting certain
information for the use of the Commission Staff.

1. Since January 1979, has Santee Cooper (South Carolina Public Service
Authority) discussed joint ownership of (or other means of access to)
generation and transmission facilities with Central Electric Power
Cooperative (Central)? If so, provide the dates of such discussions,
the results of those discussions, and future plans to continue and
conclude such discussions.

1. Yes. The Authority and Central have on a continuing basis since
January 1979 discussed joint ownership of generation facilities and
access to transmission facilities with Central. These discussions
have culminated in a series of agreements between the Authority and
Central, copies of which are attached. These agreements, which will
eventually supplant virtually all existing contractual agreements
between the Authority and Central, have been approved by the Board
of Directors of both organizations and have been submitted to the REA
for approval. Photo copies of such approvals are enclosed. One such
agreement, an interim amendment to the "F" Power Contract between the
parties, has received REA approval and has been in effect since July 1,
1980; the remaining agreements remain under consideration by the REA.

Although the agreements are self-explanatory, an overview together with
a brief summary of the more significant provisions might be helpful.

Most simplistically, the new agreements provide Central with the oppor-
tunity to obtain an ownership interest in future generation facilities
constructed by the Authority and to join with the Authority in the
coordination and planning of future generating and transmission facili-
ties. The Authority has granted Central an option to purchase an
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undivided interest of up to 45 percent in each future generating
facility to be constructed by the Authority, and Central has granted
the Authority an option to purchase an undivided interest of up to
45 percent in each future generating unit constructed by Central.

In addition, Central may construct or acquire generating facilities
in addition to those planned jointly by the Authority and Central,
and such facilities may, with proper safeguards and where feasible,
be connected to the combined Authority-Central system.

With respect to the Authority's Cross Generating Station, which is
presently under construction, and which will ultimately consist of
four units, the Authority has agreed to grant Central an undivided
45 percent interest (not merely an option) in the entire facility.

With respect to the Summer Nuclear Generating Station, also under
construction, the Authority has agreed to grant Central an option
to purchase a 33-1/3 percent interest of the Authority's share of
that facility. (The Authority holds a 33-1/3 percent interest in
the Summer Station; South Carolina Electric & Gas holds the remain-
ing interest.) If the option to purchase an interest in Summer is
exercised by Central, the parties have agreed that the Generating
Station Ownership and Operating Agreement between the Authority and
Central will be substantially the same as the Cross Generating
Station Agreement, a copy of which is attached hereto.

The agreements further provided that the Authority is committed to
supply Central's power requirements and at rates determined on a

cost of service basis (to the extent that Central's load is provided
by the Authority rather than by Central through its ownership interest
in future generating units). While the Authority is comnitted tn ful-
fi11 Central's power requirements, it has also agreed, where prwer
cannot be obtained by the Authority, to wheel power obtained L.

tral from outside sources.

The foregoing agreements were approved after the Constitution of the
State of South Carolina was amended to authorize the Authority to
become a part owner with electric cooperatives in electric generation
and transmission (Article X, Section 11). The South Carolina Legis-
lature also enacted legislation granting to the Authority the power
to become a joint owner with Central in generation and transmission
facilities and the power to "make plans and enter into such contracts
as are necessary or convenient for the planning, financing, acquisi-
tion, construction, ownership, operation and maintenance of such
plants and facilities ... " (Section 58-31-210). Copies of the fore-
going are also attached.
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2. What is the status of discussions with Central for access to the
Virgii C. Summer Nuclear Statior, Unit 1 facility? If discussions
are continuing, please provide intormation as to which personnel
are involved, as to whether unit power or unit ownership is being
discussed, and as to whether associated coordination service pro-
visions are being offered by South Carolina Clectric and Gas Com-
pany (SCE&G) or Santee Cooper.

2. Discussions with Central regardin? access by Central to the Virgil
C. Summer Nuclear Station have culminated in an agreement which
has been approved by the Board of Directors of the Authority and
the Board of Trustees of Central. (See Article III, p.11 of Power
System Coordination Agreement). The agreement grants to Central
an option to purchase one-third of the Authority's share of the
Summer Nuclear Station.

3. Has Santee Cooper recently discussed the possibility of merger with
Central? If so, what was the nature of these discussions.

3. No.

Aside from the attached agreements, which have been approved by both the
Authority and Central but not by the REA (with the exception of the in-
terim amendment to the "F" Power Contract, which has received REA approval
and is presently in effect) there have been no changes in Santee Cooper's
business or competitive relationship with Central since December 1978.
There have been no changes since December 1978 in Santee Cooper's business
or competitive relationship with South Carolina Electric & Gas Company.

With respect to the unnumbered questions posed in the final paragraph of
your letter of July 8, 1980 concerning changes in the Authority's projec-
tions of peak loads and in generation and transmission plans, I am enclos-
ing a tabulation of our current projections of peak loads; a tabulation

of our future generating capability; a tabulation of our proposed bulk
power lines; a copy of our latest Annual Report; a copy of our latest
financial statement; and a copy of a preliminary official statement used
in connection with a proposed bond issue.

The foregoing information and attachments are true and correct to the best
of my knowledge.

Sincerely, SHORthr before me this EQ;%ggsb
day o »1980C,

William C. Mescher, President Public For South Carolina
Enclosures My Commission Expires: 9. \3 -
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Rejected _
Postponed .
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: RESOLYUTLON ( 7/

WHILEEAS, for several years the staffs of the futhority and Central
Llectric Power Cooperative, Inc., ("Central™) have conducted extensive
neqotiations with a view toward the vecision of the T Pouer Contracl amd its
replacement with o comprehensive agreement porsaant toowhitch Comtvad ol e
Aithority will, among othor things, share ouncrship in fulure addition, Lo
the Authority's system and Central will reiwburse the Authority for oloc-
Lracity amd services on a cost-of-service basis; and,

HHLRLAS, the aforesaid neqotiations have resulted in aqrecuent by
the Partics' staffs as to the form and content of a nuuber of proposed
agreements, nawely:

1. Power System Coordination and Inteqration Agreowent;
T Cross Generating Station Qunership and Operating Agrecment;
Lo Cross Generating Station Lease Aareewent: and,
1. Ageecwmont for the Use of a Portion of Aithorvity icrovave
Systoen by Central for Load anaagewent, and Data Petlrioval
5. Amendment ta, 10 ta "V 'hnlesale "ower Contract
1\"(‘.

WHLRLAS, copios of the agreements listed above have bLeen furnished
to the members of the Coard; and,

WHERLCAS, Central's Board of Trustees, by resolution adopted on
February 15, 1980, approved the exccution of those agrecments; now, tnerefor e,

GL IT RCSOLVED, that the President is authorized to exccule on
behalf of the Authority the agreements listed in this resolution, with such
minor changes thercin as in his opinion are necessary or desirable; provided,
however, that should the Authority's Trust Indenture or Sond Resolution
require that all or a portion of monies to be paid hy Central Lo the Authority
be used to retire any of the Authority's priority obligations, Central shall
pay any expenses or penalties which are incurrved by the Authority in veliring
such Obli‘jdliUHS’. mravided further, *hat the ap~preval eontained in *Hi1e proro by
tion 15 conditionad unan the aninian of Juthoritv's Lond capgnenl to tion afto
that nothing contained in the contrasts vill adysraols Affact Vo 3y noanp!
status of the "othoritv's deht is<yancon,
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CERTIFIED COPY OF RESOLUTION

RESOLVED, that the Power System Coordination and Integration agreement

with the South Carolina Public Service Authority as presented to the

Board is approved for submission to the Rural Electrification Administration
for comment and approval and subject to the following language changes

as may be approved by the Executive Vice President and General Manager:
(1)“Debt Coverage" provision, (2) "Central's Territory” provision {3)

Other language changes needed to conform the prasent draft to the changes

agreed upon in the latest negotiating session with the Authority.

This is to certify that the foregoing is a true and correct copy of a resolution
adopted by the Board of Directors of Central Electric Power Cooperative, Inc. at
its special meeting of the Board on February 15, 1920, and that same has neither
been modified nor rescinded.

5/5(4-‘Atf kpﬂ&uz.(:.\__‘_q-\

bert 8. Awbrey, secretary °
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Winter
1794
1894
2024
2173
2334
2487
2554
2834
3020
3216

FY 81
FY 82
FY 83
FY 84
FY 85
FY 86
FY 87
FY 88
FY 89
FY 90

AVERAGE ANNUAL GROWTH RATES

SUMMER & WINTER PTAKS
EBASCO

Change

5.3%
6.4%
6.9%
7.0%
6.2%
6.3%
6.4%
6.2%
6.1%

GROWTH RATE FOR MWH

uy

1868
1966
2084
2227
2377
2518
2672
2836
3003
3174

5.0%
5.7%
6.4%
6.3%
5.6%
5.8%
5.8%
5.6%
5.4%

26.1% - Due to Alumax

9.8%
4.3%
4.9%
5.3%
4.9%
4.7%
4.8%
4.7%
4.5%



sten Stallon lame and it No.
o 02

SOCA  Vinvah Steam Unit #£3

‘A Suswmer Huclear Unit #)
SCCA UWinyah Steam Unit #4

“OCA Cross Site Unit #2

“TTt o St, Stephen Hydro Unit 41
S5CCA St. Stephen Hydro Unit #2
SOCA  St. Stephen Hydro Unit #3
“CCA  Cross Site Unit 1

“0CA  Cross Site Unit #3

-
1

17 2-n

FUTURE CENFRATING CAPABTLITY INSTALLATIONS ARD REMOVALS

__(Arter the Peglnnine of the Reporting Calendar Yenr)

Primary Fuel

lict

thnit Cnpnl ~_ll_iiy_—l_ﬂ!_ Fuerl
__lboc. Type SGwwer Winter Type
03 oh 05 06 _O1 _
45043 ST 280 280 BIT
45039 np 300 300 UR
45043 ST 280 280 BIT
45015 ST 450 450 BIT
45015 Hy 8 28 VAT
45015 Hy 280 28 WAT
a5n1s "y 28 28 HAT
45015 ST 450 450 BIT
45015 ST 450 450 BIT

900 M Unit Operated by SOCG, Owned GO0 1M By SOCG and 300 Md By SOCA

A - Owned by U. S. Army Corps of Engineers, Dispatched by and for SOCA

v

u
L - Regulatory Approval Pending

Under construction, more than 50% complete
Under construction, less than 50% complete

Neglon SEPE. . -
Party _ VACAR
Alternate Fuel C::::::
Tranap. Fuel  Transp. Effeclive
Hethod  Type  Method __Dnte lotea Ste:
00 09 10 1] o Q@R e
RR 5/860
TK 12/60 A v
RR 5/81 L
RR 11/83 L
1785 B U
1/35 B u
1/85 B u
RR 11/86 L
RR 11/88 L

-?Pa



Terminals

e

Su~mer Blythewood

Summer lewberry

Vinvah Jefferies

Je“feries Carnes Crossroads
Varnville Bluffton
ceferies Carnes Crossroads
invah Heminagway

diryah Charity

Yerassee Carnes Crossroads
Crnss Site Carnes Crossroads
frass Site Kingstree

Crass Site Jefferies

Farion Heminaway

Site M Nayesville
Catesburg Aiken

Varnville St. Ceorqe

Cress Site St. Georoe
Varnville Bluffton

Site HM Perry PRoad

Cross Site Carnes Crossroads
Lucoff Mayesville

“arion Darlington

Line
Lenath
km miles
03 04
.6 19.n
22.5 14.0
67.6 2.0
2.1 15.0
8.1 51.0
4.1 15.0
40,2 25.0
67.6 42.0
91.9 57.1
0.2 25.0
3.2 30.0
.2 20,0
an.2 25.0
9.8 62.0
33.9 2.}
64.2 139.9
6.7 29.0
71.4 444
53.1 32.0
Aan.2 ?25.0
75.6 A47.0
£6.3 35.0

1TEN 5-B

Fxpected
Service

(\Pnr.

_06

230
230
230
230
230
230
230
230
230
230
230
230
230
230
230
230
230
230
230
230
230
230

Deliver Generator
Deliver Cenerator
Deliver fenerator
Relieve Overloads
Maintain Adequate
Relieve Overloads
Deliver Generator
Deliver Generator
Maintain Adequate
Deliver Generator
Deliver Generator
Deliver Generator
Maintain Adequate
Maintain Adequate
Maintain Adequate
Maintain Adequate
Deliver Generator
Maintain Adequate
Relieve Overloads
Deliver Generator
Maintain Adequate
Maintain Adequate

Output
Output
Qutput

Voltage

Output
Output
Voltage
Output
Output
Output
Voltage
Voltage
Voltage
Voltage
Output
Voltage

Output
Voltage
Voltage



FINANCE AND TAXATION Art. X, § 11

Hesearch and Practice References—
63 Am Jur 2d, Public Funds §§ 45 et seq
81 CJS. States §§ 160 et seq

§9. Statement of receipts and expenditures.

An accurate statement of the receipts and expenditures of the
public money shall be published annually in such manner as may
be prescribed by law. (1976 (59) 2217; 1977 (60) 90.)

Editor's Note—
I'he present provisions of this section are similar to former § 8 of Article X as
it exisied prior to the 1977 revision

§ 10. Claims against State.

The General Assembly may direct, by law, in what manner
claims against the State may be established and adjusted. (1976
(59) 2217; 1977 (60) 90.)

Editor's Note—
I'he provisions of this section are identical to § 2 of Article XVII

Research and Prac.ice References—
72 Am Jur 2d, States, Territones, and Dependencies §§ 99 et seq
81 C]S, States §§ 194 et seq

§ 11. Credit of State and political subdivisions.

The credit of neither the State nor of anv of its political
subdivisions shall be pledged or loaned for the benefit of any
individual, company, association, corporation or any religious or

ot private education institution except as permitted by Section

« X1 of this Constitution. Neither the State nor any of s

Wi al subdivisions shall become a joint owner of or stockholder
i any company, association or corporation. The Generai Assem-
bly may, however, authorize the South Carolina Public Service
Authority to become a joint owner with privately owned electric
utilities, including electric cooperatives, of electnic generation or
transmission facilities, or both, and to enter into and carry out
agreements with respect to such jointly owned facilities. (1976 (59)
2217; 1977 (60) 90; 1979 Act No. |, eff January 24, 1979,

Editor's Note—

The provisions of the first two sentences of this section are somewhat similar
to the first sentence of former § 6 of Article X as it existed pnior 1o the 1977
revision, the provisions of the third sentence of this section are identical to the
second sentence of former §6 of Article X as w existed prnor to the 1977
resision

Effect ot Amendments— The 1979 amendment specifies that elecinic coopera-
tives are among the privately owned electnic facilities with which the South
Carolina Public Service Authority may be permitted (o enter mto joint ownership
and other agreements regarding clecine generation or transmission tacihines

81



PuBLIC SERVICE AUTHORITY § 58-31-210

municipal corporation and is thus im- County Natural Gas Authonty (1976)
mune o an acuon ex lelicto the same 266 SC 398 29% SE2d 769
as the State iself. Boyce v Lancaster

§ 58-31-100. 'Payment of additional sums in lieu of taxes.

Related Local Laws—

As to division of Orangrourg County's share of payments required by this
section, see Index to Local Laws

§ 58-31-180. Diversion of water from Sampit River, Penny
Royal Creek and their tributaries for use in operation of
generating plant.

ALR and L Ed Annotations—

Liability for overflow ol water confined or diverted for public water power
purposcs 91 ALR3d 1065

§ 58-31-190. Diversion of water from Santee River and its
tributaries for use in operation of generating plant.

ALR and L Ed Annotations—
Liability for overflow of water confined or diverted for public water power
purposes a1 ALR3d 1065

§ 58-31-210. Public Service Authority empowered to enter
joint ownership of electric generation and transmission

facilities with Central Electric Power Cooperative.

The South Carolina Public Service Authonty shall have the
power to become a joint owner with Central Electric Power
Cooperative, Inc., of electric generation and transmission facihues,
the power to plan, finance, acquire, own, operate and maintain an
andivided interest in such plants and facilities necessary or inc-
dental to the generatuion and transmission of electnic power and
the power 1o make plans and enter into such contracts as are
necessary or convenient lor the planning, finanang, acquisition,
construction, ownership, operatuon and maintenance ol such
plants and faciliies; provided, however, that the Public Service
Authority shall own a percentage of such plants and facilities equal
to the percentage of the money furnished or the value of property
supplied by 1t tor the acquisiton and construction of the plants
and facilities and shall own and control a like percentage of the
electrical output thereof; provided, further, that the Public Service
Authority shall be severally liable in proportion to s ownership
share of such plants and faciliies for the acts, omissions Ol
obligations pcr‘.nrmcd, omitted or incurred by Central Electnc
Power Cooperatve, Inc.. while acting as the designated agent of
the Public Service Authonty for purposes of constructing, operat-

45




§ 58-31-210 Pusuic UTILITIES, SERVICE, ETC

ing or maintaining the plants and facilives or anv of them, but
shall not otherwise be hable, jointly or severally, for the acts,
omissions or obligations of Central Electnc Power Cooperatuve,
Inc.: nor shall any money or property of the Public Service
\uthority be credited or otherwise applied to the account ol
Central Electric Power Cooperauve, Inc., or be charged with any
debt, lien or mortgage as a result of any debt or obligauon of
Central Electric Power Cooperauve, Inc. Nothing in this section
shall be construed to prevent the Public Service Authonty trom
leasing faciliies or interests therein from Central Electric Power
Cooperauve, Inc., and incurring obliganons under such leases
HISTORY: 1979 Act No. 46 eff April 16, 1979,

Cross references—
As to constitutional authonzauon for authonty (0 enter joant ownersiup with
elecinc cooperative, see SC Const. Art X.416

Chapter 33

Utility Facility Siting and Environmental Protection

ARTICLE |

SHORT TITLE; DEFINITIONS

§ 58-33-10. Short title.

Cross references—
As to Joint Municipal Electnc Power and Energy Act, see Chapter 23 of Title 6

CHAPTER 35 [New

Underground Utility Damage Prevention Act
Skc
58-35-10. Shor: utle
583520, Detimtions
58-35-30. Effect of permut on Lability
58-35-40. Determunatton >f locavon of underground utiiies pnor 1o excava-
non or demohuon
58-35-50 Exempuions
£5-35-060. Notice of intent 1o excavate or demolish
58-35-70. Operators shall form assocauon for mutual recept «
58-35-80. I[nformation to be supphed by operators
58-35-M) NOLICe 10 case of emergency excavation or aemountion
58-35-100. Addit.onal duties of nersons responsibie lor excavation or demoir-
tion
Notithcation required when damage done

Penalues; acnons; effect on avil remedics

§ 58-35-100

This chapt

Prevention A{

HISTORY: 197

Cross referenc
\s to telephoy
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Our product is energy

but our most im
resource is people.
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44th Annual Report

For the Fiscal Year I nded June 10 1979

h
Comparative Highlights Table of Contents

FY79 FY78 % Chang. Message From The Chawman of the Board
Message From The Presigent

Energy Sales (milhion Kwh) 5.953 5.562 70 :
Peak Demand* 1 352 Mw 1 231 Mw 98 Gener ation 5
Customers Served 47 151 44 27 . ‘jv'-'f'"'ﬂ Operations 8 ps
Average Annual-Residential Consumption Kw! ; e e SURO: Pavinny " -
» ; 3 al Consumption Kwh 12.097 13.174 (8.2) Energy Sales 14
Average Residential Cos! per Kwh 3 44 327 52 Revenue Doltas 5
Operating Revenue $135.697 426 $118.980 177 14 1 Commercial Operations 16
Gross Income $140,612,400  $122,427 480 §ip . TSNS Shumpe »
Electric Operaling ["'P”""'- $103 928 136 $ 88 ‘43827 170 Indusinal Relathons 21
Gross Expenses 29 8" | SN S ”
) penses $129 8.1 871 $116 911 887 1Mo State Ownership and Advisory Board 28
Reinvested Earnings $ 10.790 530 $ 5515593 95 6 Board ol Diectors b
Management 29
*Calendar year Annual Avdi Enclosed "
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Although the pressures ol inflatior and

recession have slowed the nation s

economy, Santee Cooper continues 10

experience growth in energy sales and

industrial expansion considerably above the
| national average Cuslomer expansion and
plans for growth highlight us as one of the
lastest growing electric utilities in the
country

The 1979 calendar year summer peak
demand increased 1o 1352 megawalls, an
annual growth of 9 8 percent compared to
the national average of 0.5 percent

Tolal retail and wholesale energy sales,
excluding energy sales to other ulilities
mcreased 7 0 percenl compared to the
national average ol 5 0 percent

Our energy growth this year, although above
the nalional average, was decidedly less
than previous years. Major factors
responsible for the reduction were the
warmer than normal winter and the cooler
summer. We also believe our conservalion
program conduclied over the last lew years
15 allecting some of the slowdown

A rale increase of 2 0 percent to Central
Electric Power cooperalive became effective
Januvary 1, 1979 A rate increase for all
other cuslomers became elfeclive in May,
1979 The increase averaged 11 8 percent
for commercial, 10 5 percent for industrial
and 9.6 percent lor residential customers

To finance the construction program
necessary to meel the demands of our
customers, a $110 million bond issue was
sold at a nel interest rate of 6.81 percent in
April, 1979 The financing provided $100
million for the partial construction of Winyah
Unit No. 4, and $10 million for general
system improvements

Our lederal license lo operale the hydro
project was renewed for 30 years by the
Federal Energy Regulatory Commission in
May The renewal culminated more than 10
years ol extensive work to satisty the
changing requirements of the Commission
including remapping and surveying of all
project boundaries, development of
recreational and masler land use plans, and
land use classilications

in an elfort 1o utilize what is normally a
wasle product, we began an aquaculture
prejram using the warmed water discharged
from the Winyah Generating Station units lor
the commercial production of Tilapia, a
vegelation-eating tropicai hish used for

food, and weed control in farm ponds and
ulility company cooling reservoirs. So far,
the demand greally exceeds our ability to
supply the fish
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Expanding Facilities

Hilton Head Combustion Turbine No 3
began commercial operation on April 30,
1979 This $10 million peaking unit adds 56
Mw to Santee Cooper’'s generating capacily

Construction ol a 450 megawatl coal fired
generaling unit at a site near Cross along
the diversion canal between Lakes Moullrie
and Marion was authorized. The Cross site
will accommodate four units Environmental
studies have been completed and submilled
to the Federal Energy Regulatory
Commission for permits to construct two

b

- ]
unils A permil has been received from the
South Carolina Department of Heaith and
Environmental Control for discharge of
emissions

The tirst unit’s projected cost is $374
milhon and it is scheduled for commercial
operation in November, 1983 The second
il is planned for operation in 1985 During
the year contracts for $65.819 989 75
toward equipment ang services for the lirst
unil were commitled

Lead limes required to conducl
environmental studies, obtain necessary
permits, and complele construction of new
gererating facilities have increased In
response 1o these problems. Santee Cooper
began site studies which will identity sites
where new generaling stations can be
constructed in the late 1980's

Summer Nuclear

By the end of the liscal year construction of
the V.C. Summer Nuclear Station, Unit No
1 was 86 percent complete. Santee Cooper
1S a one-third owner of this 900 megawalt
generaling station and will receive 300
megawalts ol its oulpul South Carolina
Electric and Gas Company (SCE&G), which
owns the other Iwo-thirds ol the project,
acts as agen! for Santee Cooper in the
design, construction, licensing, operation
and maintenance The Summer Station 1S
currently in the operating hcense review
slage with commercial operation scheduled
for December 1980

AT THIRS S0 5 T
In late March 1979 1he
Mile Island Nuclear Stat
had /mmediale and long
nuclear plants »n operal
construchion While soms
design and operation ol
will hkely resull trom th
impacls on the project
it any, were unknown al
hiscal year

The legal achon regaidir
which was iniated agan
Corporation in October 1
with the court ruling n |
Santee Cooper on Octobe
respect 1o hability No s
reached with Westinghot
even though discussions
no settlement is reached
damages is expected du
fall of 1979 in the U S
Richmond  This litigatior
adversely altect the oper
the Summer project sinc
inihal core was labricate
late 1978
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e recewved from (he In late March 1979 the accdent at | hree

of Health and Mile Island Nuclear Stahon in Pennsylvania
W discharge of had immediate and long range impacts on all
nuclear plants in ope:ation and under
construchon While some changes in the
design and operahion of the Summer Slation
will likely result from this accident, the
impacts on the project costs and schedule

il any, were unknown at the ciose of the
fiscal year

wsl s $374
for commercial
193 The second
o 0 1985 During
WS 019 989 /5
wrvees lor the lirst
The legal action regarding fuel supply
which was inilialed against Westinghouse
Corporation in October 1975, continued
with the court ruling in lavor ol SCE&G and
Santee Cooper on Oclober 27, 1978 with
Sanise Cooper respect 1o hiability  No settlement has been
w8 gentily sites reached with Westinghouse as to damages
an be even though discussions were continuing
no settiement is reached, the trial lor
damages 1s expected during the summer o
falt of 1979 in the U S District Court in
Richmond This lihgation 1s not expected lo
N Unit No adversely aftect the operaling schedule for
. Yoree Cooper the Summer project since the fuel for the
“-Wlﬂ inihial core was fabricated and delivered in
late 1978

W necessary
b uchon of new

NN ROMBLBSVYVMEMNR YR

A Wiayan 83 780 W
B Summer Buctes #1300 MW
C Wioyan 04 280 Mw
B Siagian Hiyss MM Ww

Cross 02 0 ww
F Crons 01 50 W
F Croms 03 0 uw
G Croms 04 0 MW
Hhew Se Yy 0 650 ww

Load & Capadilily Forecasls
1979-1993




Reliability

Santee Conper is one of the thirty member
organizations in the Southeastcrn Electric
Reliabiitv Council, which includes all power
supphiers in the region with a generating
capacity of 25 Mw or more The Council
ssists member systems in coordinating
overall planmng and studies lo achieve
maximum reliability

Santee Cooper is also one ol seven power
systems in the Virginia-Carolinas Rehability
Group . waich includes South Carolina

Electric and Gas Company, Carolina Power
and Light Company, Duke Power Company,
Virginia Electric and Power Company,
Yadkin, Inc ., and Southeastern Power
Admunistration  The member systems have a
coordination agreement to saleguard the
rehability of thew service

Interconnechions are maintained with the
South Carolina Electric and Gas Company at
Bushy Park, North Charleston, St. George
and Columbia, with the Southeastern Power
Admiristration al Clark Hill, and with the
Carolina Power and Light Company at
Kingstree, Darlinglon, Hemingway, Lugol!
and Robinson

Transmissi

Santee Cooper's lransmission system
consists of approximately 2800 miles ol
transmission lines with voltages ranging
from 34 through 230 Kyv. The transmission
system extends through 35 ol the state’s 46
counties providing service 10 two
municipaliies, three military inslaliations, 21
industrial customers, and 15 electric
cooperatives

Construction ol 230 Kv ines io the
Batesburg. Newberry, Blythewood, and
Camden Subslations was completed

Santee Cooper has approximately 90
transmission and distribution substations
and swilching stations with about 200
delivery points. Approximately 6 billion
kilowall hours of eleclricily were delivered to
customers through these lacilities One new
industry and five new cooperalive
substations were added 1o the transmission
system
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Service Territory

Myrtie Beach

Customers served in the Myrtle Beach
Districl reside in the towns of Myrile Beach,
Noith Myrtle Beach, Suriside, Atlantic
Beach, Briarclitfe  and all other areas along
the Grand Strand between the North Carolina
State iine and Georgetown Included in these
fast growing areas are the communities ol
Garden City, Little River, Prwleys Island . and
Litchtieid

While the number of customers in the
district increased 7 86 perceni '» a total of
35,079, the sale ol energy decreased 6
percent  This reduction was most likely due
1o increased enerqgy conservation, primarily
among larae commercial customers

Approximalely 800 mobile homes and
campsites and 1000 condomimum unils
were added 1o the Myrtle Beach District The
residential developments ol Caropines I,
Deerlield 11, Waverly Mills. and The Forest
accounted partially for the more than 500
residential lots added  Most of the new
subdivisions are being served by
underground distribulion systems. A new
hospital, two schools, one large shopping
center, a 140 boat-slip marina, ten theaters
lifteen new restauranis and approximately
200 motel units were part of the Disiiicl's
growth

The Myrtle Beach Disinct is enjoying a
heaithy rate of growth in both commercial
and residential customers. Tourism and the
attractiveness of the area lor retwrement
promise coniinued development fo. the
future

Conway

Customers in the Conway District service
area include those in the towns of Conway
and Loris, the Red Hill, Bucksport. and Gurly
communities. and areas surrounding these
locitins. The number of customers in this
district increased 2 74 percent 1o a to’al of
7,975 and their electric power conscmplion
increased & 0 percent

The bulk o! construction in the Conway
District was lor new residentiai subdivisions
and new commercial buildings Underground
distribution was installed al Westndge
Subdivision which will conlain approximately
200 residences, at Buck Forest No. 2 which
will have 40 residences. and ai Burning
Ridge which will contain over 200 residential
lots

T S SIS B i 3
Along Highway 501 »
provided 1o several n¢
establishments, inc.u
Weady's. Kentucky F
Hut

New commercial estat
include a C & S Bank
Citizens and Trust on
K-mait and Wood's at

Moncks Corner

The Moncks Corner D
to customers in Monc
and the areas of Pinog
Beach The number ol
2 49 percent 10 a tola
energy consumplion w

Other than normal loat
significant projects in
provision ol construch
St. Stephen Hydro Pre
ol service lor Santee (
complex to be localed
Bypass
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The number o! Santee | ooper residen
commercial and small mndustnal customers
lolalled 47 124 an increase ol 2 871 over
the previous year, or ahou! 6 5 percent
growth Sales 10 these customers lolalled
966 grgawall hours of electncity, up 1 5
percenl over the previous year These
figures reflect a leveling ot when comp..ied
1o increases the previous year of 8 5 percemt

i the number customers and 5 7 percest

n klowatl hour sales

Sales 1o large indusinal customers increased
24 percent, compared 10 a 6 3 percent
mncrease the previous year However sales
to the U.S Aui Force bases at Charlesion
and Myrtie Beach and to the Charleston
Naval Shipyard decreased 2 2 percent
compared 10 a 6 I3 percenl increase the

Drevious year

Sales 1o 15 ol the slate’s 20 elec!ric
cooperalives through Central Electne Power
Cooperative and to the municipalities of
Georgetown and Bamberg were 2 882
gigawatt hours. an increase of 1 percent
over the previous year The eleciri
cooperatives and municipalibies distnibule
Santee Cooper power 1o more than 220 000
customers in 35 ol the stale s 46 counties

M »
e




- ¥
8
. -

mmu
h

via 2.
PR

“

JW0dY| Jo uonnqINsQ)
1ejj0() InuaBAIY
Wi

VERE | )

Cunilr ) Wi, j0 S, O e !
oy oy ing §

P ) O P gy

BN e

NO LERueA] T O iy |
@ Ry P o vl

)

'
(i &

i . '

*5 4

L0IU| J0 A2IN0S
1ejj0() anuanay

0o J19 008 Wil
el 0l Vg, ) &
o 19 euianayy Wi ) ) ¥
W en e
L ribY o

(PR N ]

S, s
SOAUF aaOu | M N o sy

¢1§Ii

y e g————————

" \

1500

Abiaua 1aybiy pue we:bo:d voyeasasuod
Absaue S 180007) 3ajues 0} asuodsal
JAWOISND D331 0] PAANBQ SI aSEa10aP Sy |

JE3A SNOIAG I

ayl aseasow aned 249 2 e 0] paedwod

S® "adiad g1 g 1noqe jo aseainap

€ SINOY-JIemopy 260 21 Sem 19doo) aajues
AQ Ajoanp psalas siawolsnd Ag Aponoage
j0 uoNdwnsuod |euapisal abeaae ay|

uondwnsuo?) |enuepisey abelaay

anuanad)

j0 321n0s 1olew ay) se Saaleiadeod 10919
Yl 0) SAES 3oedal M SIBWOISND JeLESNPUI
3yl 0} SALS "‘Yimoib peoy Loy pue
P3NPayIs SPeo| [PLISNPpUI Mau uo paseg

SaNuUIAII 1ay|o pue

saseq Aeppw saynedidunw o] saes samod
WwoJl pauejqo sem juadsad || buwewas

Y| SICUOISND [RUSNPUI WOl juadsad 62
IYIOUR PUB [IB)8) WO} PIALIAP Sem Juadied
£2 INoQy 8A18s Aayl yomym S1awoisnd

000 0J2 vey) 10w ayj o) uoynginsp

10} SOAIRIA00D 2110398 ()2 S.aleS ay) jo

Gl 0] Sajes Jamod AQ pajeiduad sem anuanai
S 19u007) sdjues jo Juadiad suo Aoy

IR[JO(] dNUIAIY Y],

Saly
000
al

u

oML

w
Hoj
Sajes

|
pasvas

jugdia
(ERTET
nased

vi



uonnadwod
) pue ‘9je)s ‘uojsaprey)
Dapieme ajam Abiaua jo
weibosd awoy waLi3
d swe1bosd Buisiianpe
) Juud s sadoo’) asjues

S19WOISNI

£a) Saane1adood 211)2919
a19 Aouabrawa 1adoo)
1015 ay) Buneanunwiwod
Y] yim Aj@so|d paxyiom
y ‘Aienigay v aje)s ay)
1S @ Bundduo e uaym

hsuod ABiaua Bunowod
0} sieuajew Buisipaape
SN 13y} 10} UoIRWIOjUI
ua Buueys Aq paasyoe
ay) SJawo)snd 000022
e 1amod 13doo) asjues
fionw pue aaeiadood
Ul SEM MO|j UOI|RWIOJU|

U3 JO ASN U8 aY)
v1ado 1adoo’) aajues jo
1d ‘ssauasieme Ablaua
153p VONRWIIOJUI JO MO))
216 e ybnoiy) suonejay
seydwa sem saakopdwa
I QUM SUOHENUNWIWL0Y)

suonejay nqng

pinbas sanaas jo adA)
12 S UDISIAIQ S3DIAIAS
SNe23q 1adoo’) avjues
43S UOILBAIASU0D 3y} uo
P GARY jOU |im 8761 O
1) Abiau3 jeuoneN ay|

ease Buowe ssauaieme ABiaua asealdu

0} paubisap voneuasaid e s1 SanisIaA
pajeossy abpry e Aq paosnposd weibord
SIy| Swoydss Aepuodas w sjuapnis o)
Cmouowo] pue Aepoy Abieul,, ‘weibosd
e Juasaid o] ajels ayl w sannnn Jayjo
yim uonesadood S sanuluod 1adoo?) asjues
PaIR 321A19S 3] Inoybnosy) sjooyos Aq
sweiboid pue swyy ssauaieme Abiaua jo asn
ay) paseanu sey Aweiqi wyy papuedxa uy

Abiaua

JO @SN JUdIDY)3 1NOQe uonew ol e1auab
SJ8WW0)SNI apiaoid pue ssauaieme Abi1aua
PaseaIdul ayeald o) pasn aie bBuisiaApe

pue ‘spaydwed ‘suonejuasaid aqng

weiboig siaea( dwng jeay
paniia) s, 19doo’) aajues 1apun paiiia
siaieap ay) vodn paosed alam vone|eIsul
1adoid ainsur 0) sjuawannbal jeuoippy

S0y mau

10} uoneasasuod Abiaua Buipiacid jo sueaw
e se weiboid sy} 0) asuodsal pasealoul
UB UMOYS BARY SIBWOISND |BIUAPISA) MaN

SSAUaAI3))3 1509 BA0 dun 0] PAIPOL SEM
‘ubisap jeunay) buipeibdn vo siseydwa ypm
‘weiboid spremy awoy a3 Abraul ay|

papuawwoaa!

0S|e 1P UOIINIISU0D PAapoLsa)

pue mau Ul Juawdinba Judidia aow Jo

asn ay) pue ubisap jeunsay) pasosdw) sueyd
Jjuawabeuew Abiaua pue ‘uvonewsoju ‘sppne
ABiaua ybnoiy) SIBWOISNI P1DIBWIL0D pue
|RHUIMSa) 10} SUONEPUWIWLINIA S UOIEAIBSUOD
ABiaua pazyenpiapul apiaoid jauuvosiad
UOISIAI() J3UUeW Juaidya ue ul Abiaua
1112312 21NN O] S0 NAYL YIM SIBWOISND
Sisisse C:_r;_: S9 :>_$m. 1I9W0IsSny) .::
S8JIAJa8S Jawojsn)

ey



The National Enerqy Conservation Policy Acl
of 1978 will not have a pronounced impacl!
on the conservalion services provided by
Santee Cooper hecause he Customer
Services Division is already providing the
tyne of services required by the Act

Public Relations

Communications with its customers and
employees was emphasized by Public
Relations through a greater and more timely
flow o! information designed lo increase
energy awareness, promole understanding
ol Santee Cooper operalions, and encourage
the efficient use of energy

information flow was increased to eleclric
cooperalive and municipal distributors of
Santee Cooper power and to the more than
220,000 customers they serve This was
achieved by sktaring energy conservalion
information for their use and providing
advertising materials to several co-ops lor
promoting energy conservation

When a crippling ice stors swepl through
the state in February, Public Relations
worked closely with the media in
communicating the story ol how Santee
Cooper emergency crews were helping
electric cooperalives restore power 1o their
customers

Santee Cooper’'s print media and radio
adverlising programs promoting the Energy
Efficient Home program and the eflicient use
ol energy were awarded top recogmition in
Charleston, state, and regional advertising
competition

FINGERTIP FACTS, a 20 page miniature
version of the annual report was introduced
by Public Relatiens as a pockel-sized quick
reference of facts, figures, and information
about Santee Cooper. It is distributed to
employees and has become a standard
handoul to civic and business organizations,
visitors, elc

Mosquito Abatemant

Mosquito abatement field operalions were
relocated from the Church Branch area to
the Clarendon County Airport 1o provide for a
central project location with improved
runways and greater efficiency. Abatement
activities were conducted throughout a live-
county area ol the project in the combined
interest of ouldoor recreation, tourism,
industrial development, and wildlile
protection

Aquatic Plant Management
Environmental Control personnel provided
the leadership in the development of a stale
organization dedicated to the management of
noxious aquatic plants. Over one hundred
members from universities, state and federal
agencies, and industry are affiliated with the
non-profit organization

Research and lield management studies on
noxious aquatic plant species in the Santee
Cooper lakes were conducted using control
measures in public access and high-use
areas which support fishing and water
related recreational opportunities on Lake
Marion




Water Quality Management

The quality of projec! waters was monilored
by Environmental Control with the help of
Clemson University in ordei lo detec!
harmiul pollutants and maintain the
standards of the reservoirs lor recreational
aesthetic . industnial, agricultural, and
navigational uses

Aquaculture

The aquaculture section was expanded with
the employment of a lish culturist from the
stalf at Auburn University to develop and
supervise a commercial hish production
program The commercial production ol fish
eel, and lreshwater shnimp using wasle-heat
water at the Winyah Generating Station is
being evaluated under this program

Management Information Systems

The Division was renamed Management
Information Systems from Data Processing o
beller describe the Division’s function of
providing accurale dala for timely
management information. A Methods and
Procedures section was created to develop
and coordinate interdepartmental

procedures

Numerous enhancements o sysiems were
achieved and several on-lhine capabihilies
were added Planning continued on the
development ol Dalabase

Data/ Communication Systems

Land Management,

Recreation, and Foreslry

The Project Lands Management Division
administers the leases of 3,977 parcels of
land which include 2,984 recreational lots n
Sa.atee Cooper’'s 52 subdivisions, 845
marginal lots adjacent to privately-owned
subdivisions. 88 commercial leases, five
miscellaneous lease: and 34 gratis leases 10
public and quasi-public entities Revenue
from property leases is about $500,000
annually

A land-use plan for the management of
project lands was recently approved by the
Federal Energy Regulalory Commission as a
part ot Santee Cooper’s new operating
license. The plan includes the development
of five public recreational sites within the
next live years

There are 20 public boat-launching ramps
and parking areas around the lake system

A large public recreation facility was recently
completed on Lake Marion in the Cross
communily in conjunclion with a gralis lease
to Berkeley County

An elfective inspection and compliance
program and a permitting system have been
implemented to govern the placement of
dwellings and improvements on leased
properties. This program is designed o
enhance property values and maintain
orderly development
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Revenue lrom lorest products and
agnicultural leases exceeded $150 000 The
forest land base will be reduced by 3 500
acres as a resull of the construction of a
new generaling stabion on a sie near Lioss
Approamatety 22 000 acies reman in the
forest management program and progechons
indicate sustamed revenues of $100,000
annually

The multiple use concepl of the forest
managemen! program includes the leasing of
13 640 acres on a grabs basis 1o the South
Carohna Wildile and Marnine Resources
Depariment for use n ther game
managemen! progtam [his program
provides conlrolied hunting for the general
pubh

Funds from the sale of hunting permis by
the Wildife Department are utihzed for the
mantenance ol roads, controlied burning
preparation of dove helds, and other
mprovements

Flood Control

Santee Cooper conducted spilling operations
lor 48 days during the months of February,
March, April and May, 1970 as part of ils
flood contiol program

The maxamum daily average nliow which
occurred on February 26, 1979 resulted in
the fiood crest on the lower Santee River
being reduced to about 60 percent ol whal il
would have been without Santee Cooper's
flood control operations
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Since Santee Cooper was created in 1934, a
net amount of $858 052 000 has been
produchon

invesied in o Iransmission

distnbution. and general plant faciities
Ihese capital addiions have been hinanced
through nel revenues, issuance ol elecini
revenue bonds, lease contracls. and a

Federal grant in aid of $34 438 000

in June 1979, Santee Cooper retroactively
recorded all capital leases as assels and
habtihes mn accordance with Statement No
13 of the Financial Accounting Standards
Board - Accounting for | eases Capital
leases entered into belore January 1, 1977
were previously treated as operating leases
The ellects ol this change are explamed in
the Noles to Financial Statements

On April 191979, $110,000.000 Electric
System Expansion Revenue Bonds, 1979
Senes A, were issued The major purpose of
this 1ssue is to pay a porhion of the
estimated costs of construction of Unit No 4
ol the Winyah Generating Statwon  The net
interest cost of this issue was 6 81 percenl

A general rate increas: became elieclive
May 1, 1979, which will produce
approximately $9 8 milhon additional
revenues lor the fiscal year beginning July
1, 1979

Saniee Cooper’'s net revenues since the lirst
power was generated in 1942 lotal
$111.763,000 Payments in lieu ol laxes
have been made to the Stale of South
Carohina totalling $15,723.000 and to the
counties and municipahities within our
service territory lotalling $4 977,000 The
remaining net revenues of $91,063,000
have been remnvested in generating lacilities
and other system improvements

Revenue bonds lotalling $1,157,594,000
have been issued since the creation of
Santee Cooper Bonds which were originally
issved in 1949, 1971, and 1976 were
advance refunded in 1973 and 1977 and
have been deleased These bonds had an

outstanding balance of $215 674 000 at the
time they were refunded. Principal payments
on all bond issues, including the iIssues
refunded, total $24,230,000 Outstanding
bonds as ol June 30, 1979, totalled
$917,690.000. The average annual interest
cost on these bonds is 5 786

As ol June 30, 1979, unexpended tunds
lrom the sale of bonds amounted to
$208,764 000 in addition to debt reserve,
debl service, and interest funds which
totalled $170.118,000




Electric Statistics
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Fiscal Yew

Kdowalt M Mes (i thoysand
Re< e 446 247 403 107 42 232 119 744 287 653 67 an 234 bR,
Comwne 89 Ay 449 135 404 SN 375 320 133 608 303 306 272 913
Inatyst / 71 44 135 706 1 202 299 1 240 927 255 888 181 805 087 860
MLty 537 121 763 02 789 301172 291 632 284 409 285 440 276 655
My s 6 16 670 15 49% 4 W 13075 10 6% 9687 10 001
Whaoie<ale J B4} 949 2576794 222055 2 018 502 1795627 15759 06 992

S

lota y & S 104 22¢ 4. 259 300 1967 909 3623630 189 10)

N <t o
T .

A

Number of (ustor
Reiwnliat 5 4 S 28 580
Commer C1al 4 7.2%0
Indusinal N
MLy y 3
Mumcipal 207 163
Whaolesale 4

5

Total ! y 7Y 40 829 6 05

Ressdential Statishos (Average)
Kwh Customer 20 ] 4 11,551 11 060 11,018 ) 9 /99 905
Cents/Kwh 27 2 66 N 159 1 66 15

Genecating Capababty (year end)
|megawatts) 1.092

Power Requuements and Supply
(ktowatt hout s in mdbons )

enetahon Hyho
Sleam

Combustion Ty bine

Tola 5138
Purchases Net inlerchange. Eie 474

Total 5 5612

Calendar Yoar 97 1976

System Peak [ oads (megawalls)*” 2 1 065

{ )} Denoles Negative
“EMechive July 1 1977 Interchange sales were reclassied 35 a credil 10 purchased powes
“*A new system peak demand 1152 MW occurred m August 1979
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3oard of Directors

Robert S. Davis Chairman
Chawrman & President of R |
Columbia, S C

Bryan Co

Vernon E. Sumwalt First Vice-Chairman
Attorney-at-Law

Rock Hill. S C

J. Thomas Grier Second Vice-Chairman
Partner, Grier & Co

Spartanburg, S C

B.G. Alderman

Owner The Alderman Agency

Manning, S C

C.B. Boyne

Farmer and Retired Merchant

Eastover, S C

Waiter T. Cox

Vice President of Student Affairs and Dean
of Students Clemson University
Clemson, S C

Mark C. Garner

>late Printing Co

Myrtle Beach, S C

B. A Jordan

Chairman Board of Direclors
&L-J Inc

Columbia. S C

Cherokee . Inc

E Jarvis Morris

Owner Mornis Real Estate & Insurance Co
Moncks Corner. S C

H M. Robertson

President Robertson Hardware

& Electncal Supply

Walterhoro, S C

Marvin M. Thomas
Owner-Operator Georgetown Laundry  Ing

Leorgetown, S (

New Director

Ben G Alderman, Jr. of Manning was
appointed a Director of The South Carolina
Public Service Authorily effective January 1
1979 by Governor James B Edwards Mr
Alderman represents the Sixth Congressional
District on the Board of Directors

Alderman, a native of Clarendon County,
graduated from Wake Forest College in 1960
and is the owner of the Alderman Agency
an insurance and real estate firm in
Manning. He is married to the former Ann
Guerry Taylor of Manning and they have two
children. Alderman is a membper of the First
Baptist Church of Manning

Mr_ Alderman has been a member of the
South Carolina A.S € S. Committee, Director
ol the South Carolina Children's Bureau,
Trustee of Clarendon Memorial Hospital, and
Chairman of the Clarendon County
Republican Party Alderman is presently
president-elect of »" ning Rotary Club

Management

lv(‘

William C. Mescher

President and Chiel Executive Oltlicer
Henry N. Cyrus

Senior Vice President. Engineering Planning
Clarence S. Gramling

Semor Vice President. System Operations
Kenneth R. Ford

Vice President, Finance and Treasurer
Joe C. Norman

Vice President, Commercial Operations
Lucas C. Padgett

Vice President, Industrial Development
Robert E. Rainear

Vice President, Engineering Design
Robert V. Tanner

Vice President. Production

William A Williams, Jr

Vice President, Nuclear

Wallace S. Murphy

General Counsel

L.P. Dorman

Secretary

W._ Andrew Burke

Executive Stall Assistant

John E. Bishop

Controller

Albert Boyt, Jr

Group Manager . Distr:bution

Hiram M. Hicks, Jr

Group Manager . Engineering

David E. Jeticoal

Group Manager . Transmission

Byron C. Rodgers

Group Manager . Produchon Operations
Jerry L. Stallord

Pubhic Relations Director
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Auditors’ Opinion













Statements of Accumulated Earnings
Reinvested in the Business
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POWER SYSTEM COCRDINATION AND INTEGRATION AGREEMENT
RE TWEEN
SOUTH CAROLINA PUBLIC SERVICE AUTHORITY
AND
CENTRAL ELFFTRIC POWER COOPERATIVE, NG,




POWER SYSTEM COORDIMATION AND INTEGRATION AGREFMENT
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This Power Systems Coordination and Integration Agreement (herein-
after referred to as the “Coordination Agreement") entered into on the

day of , 1980, by and between the South Carolina Public Servi &
Authority (hereinafter referred to as the "Authority"), an Agency of the Sta‘e
of South farolina, and Central Electric Power Cooperative, Inc., (hereinafter
referred to as "Central”™), a cooperative corporation organized and existing
under the laws of the State of South Carolina, witnesseth that,

RECITALS

- Whereas, Authority owns and operates an electric power system cons:
ting of electric generating, transmission, and distribution facilities;

Whereas, Central is a generation and transmission cooperative wh i
through wholesale purchases fram Authority, furnishes electric power and ene « -
at wholesale to its Member distribution cooperatives under all requirements
contracts;

wWhereas, Central through loans fram the United States of America
(hereinafter called the "Govermment") acting through the "Administrator of RLA"
has constructed certain electric generating and transmission facilities and
through certain lease and power contracts leased these facilities to Authority.

Whereas, these certain lease and power contracts are by name and
detail:

1. Contract Nbligation: Commonly known as the A-B Agreement; effc-
tive date, January 1, 1950; termination date, January 1, 19%5;
date of last payment, January 10, 1985,

2. C Lease: Effective date, October 22, 1952; temination date,
October 22, 1982; date of last payment, November, 1395,

3. C Power Contract: Effective date, October 22, 1952,

4, D Lease: Effective date, April 25, 1963; temmination date,
criginally July 1, 1996, and extended to June 7, 2007, by terms
of the L Amendment of the D, E, F, G, H and ¥ Leases; da*tn of
last payment, November, 2003.

5. N Power Contract: Effective date, April 25, 1963,

6. [ Lease (Amendment to the D Lease): Effective date, Nctoher 23,
1968; termination date originally June 1, 2000, but extended to
June 7, 2007, hy terms of the L Amendment to the D, E, £ G, ¥,
and K Leases; date of last payment, November, 2005.

7. F Power Contract: Effective date, April 29, 1971; termnation
date, June 15, 2005.

-~

8. F Lease (Amendment to the D and £ Lease): Effective date, April
29, 1971, termination date, originally June 15, 2001, but externd-
ed to June 7, 2007, by terms of the L Amendment to the D, £, F,
G, H, and K Leases; date of last payment, November, 2003.
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9. G Lease (Amendment to tie N, E, and F Leases): Ffffective date,
October 10, 1973; termination date originally March 13, 2003, byt
extended to June 7, 2007, by terms of the L Amendment to the D,
€, F, G, H, and  Leases; date of last payment February, 2010.

10. H Lease Amendment to the D, E, F, and G Leases): Effective date
December 3, 1975; termination date, originally December 3, 2005,
but extended to June 7, 2007, by terms of the L Amendment to the
D, E, F, G, H, and K Leases; date of last payment November, 2011

11. K Lease (Amendment to the D, E, F, G, and H Leases): Effective
date, October 18, 1976; termination date, originally Octaber 16,

' 2006 but extended to June 7, 2007, by terms of the L Amendment tn
;8?‘0. €, F, G, H, and K Leases; date of last payment, Fehruary,

12, L Lease (Amendment to the D, E, F, G, H and ¥ Leases): Effec-
tive date, June 7, 1977, temmination date June 7, 2007, date of
last payment, February 2015.

Whereas, the aforanentioned Contract Obligation contain provisions
whereby Central is ohligated to purchase, and Authority obligated to provide an
sell, all uf Central's electrical power and energy requirements during the tem
of such Obligation, which such provisions (collectivelv, "all-requirements
provisions") may be amended by mutual agreement of Authority and Central, but
only with the consent of the Administrator of REA and of the holders of at leas*
seventy-five (75%) percent (principal amount) of Authority's Priority Nbliga-
tions; and

Whereas, the aforement ioned C Lease contains provisions whereby Cen-
tral is obligated to purchase, and Authority is obligated to provide and sell,
all of the electrical power ani energy requirements of Central's then current
members, which such provisions (collectively "all requirements provisions") mu:
be amended by mutual agreement of Central and the Avthority with the consent nf
the Administrator of REA;, and

Whereas, the aforementioned Contract Obligation, the C Lease, the [
Lease, the £ Lease, the F Lease, the G Lease, the H Lease, the K Lease, and the
L Lease each have an option clause whereby Authority has the option to purchase
the facilities covered by the aforenamed Obligation and Leases at any *im>
during the terms of said Ohbligation and Leases; and

Whereas, Authority will exercise its option to purchase the facili-
ties covered by the A-B, C, D, E, F, G, H, K, and L Leases, and Authorily and
Central will eliminate and make void the "all requirements” provisions cf the (
Lease; and

Whereas, Authority has awarded contracts for the construction of tu.
coal-fired electric generating units at a generating facility known as the Crre,
Generating Station (hereinafter referred to as the "Cross Statica") located nco
the community of Cross, South Carnlina; and

Whereas, Authority currently plans the Cross Station to ultimately
house four coal-fired generating units, each unit to have a nominal net generc-
ting output capacity of 450 megawatts with the first unit (Unit Number Two)
having a projected Commercial Operating Date of November 1, 1983, and the secunl
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unit (Unit Number One) having a projected Comnercial Operating Nate of May 1,
1985, Units three and four are to be constructed as required to supply the
load requirements of the combined Authority-Central System;

whereas, Central Jesires an option whereby Central may acquire an
undivided ownership interest in each unit to be constructed at the Cross Genera-
ting Station; and

Whereas, Authority, as tenant in common with the South Carolins
Electric and Gas Company, owns an undivided ownership interest in the Virgil [,
Summer Nuclear Generating Station currently being constructed by Authority and
the South Carolina Electric and Gas Company; and

Whereas, Central desires an cption whereby Central may acquire an
undivided ownership interest in the Virgil C. Summer Nuclear Generating Station
with such option to have a stated temmination date; and

Whereas, Central desires an option whereby Central may acquire an
undivided ownership interest in each future generating unit constructed by
Authority, or by Authority and ary other Party or Parties; and

Whereas, Authority desires an option whereby Authority may acquire an
undiviced ownership in each and every future generating unit constructed by
Central, or by Central and any other Party or Parties; and

whereas, Central desires to purchase and receive from Authority all of
the electrical power and energy requirements of Central's Members not supplied
from Central Capacity Resources; and

Whereas, Central desires Authority to transmit and deliver electric
power from Central Capacity Resources and from Authority's Capacity Resources
across Authority's transmission system to Central-owned transmission facilities
anc Delivery Points of Central's Members; and

Whereas, Central desires to ultimately own all of the generating
resources necessary to meet Central's total power requirements on a firm basis,
and

Whereas, Central and Authority desire, for their mutual benerit and
that of their ultimate customers, to jointly plan all future generation and
transmission facilities; and

Whereas, after January 1, 1985, Central and Authority mutually desire
to terminate and make void each and every provision of the A-R Power Contract
and supersede each and every provision of such Contract with this Agreement; and

Whereas, Central and Authority mutually desire to termminate and make
void each and every provision of the C, D, and F Power Contracts and supersedc
each and every provision of such Contracts with this Agreement;

Now, therefore, in consideration of the foregoing and the mutua!
covenants and agreements herein contained, the Parties herelo contract and agree
as follows:



DEFINITIONS

For the purposes of this Agreement the following definitions shall
apply:

A. Annual Territorial Peak NDemand: The maximum coincident one-hour
fntegrated kilowatt demand of the cambined systems of Authority and Central
during the Contract Year, as defined in Appendix A hereto.

R. Bulk Power Transmission: Overhead and underground transmission
11n$s vhich serve a system-wide buTk Toad-carrying or reliability functinn,
fncTuding (1) lines or line seg.ents which at either end are connected tn Canar-
ity Resources, or (2) lines or line seqments which at either end interconnect
with other utility systems, or (3) lines or line segments which at both ends are
connected to lines described in (1) or (2) above whether or not transformation
of voltage is involved. Rulk Power Transmission Facilities s 411 include al!
stations from which emanate one or more Bulk Power transmission lines or line
segments,

C. Capacity Resource: An electric generating unit, an ownership
share in an electric generating unit, or the availability of electric capacity
purchased fram an electric generating unit or source available to provide the
electric power and energy requirements of Authority and/or Central.

N. Co-generation: The process whereby a waste or by-product of a
generating station is used by a separate entity, an industrial plant for ex-
ample, in operation of the industrial plants production processes, and in turn,
or, a waste or by-product of the industrial plant is used by the generating
station in the generation process.

E. Contract Year: The period beginning at 12:01 a.m. July 1 and
ending at 12:00 midnight the following June 30,

F. Delivery Point: Any point at which the conductors owned by
Authority or Central connect with the conductors owned by the other Party for
the sole purpose of delivering electrical power and energy in the case of Cen-
tral to a Central Member-Cocperative and in the case of Authority to an Authori-
ty Customer,

. Dispatching: The operating centrol of an integrated system
invoiving operations such as, but not limited to:

1. The assignment cf load to specific generating stations and
other sources of p.wer supply to effect the most reliable
and econamical power supply as the total of the significant
and cambined area electrical loads rise and fall.,

2. The control of operations and maintenance of generating
units, transmission lines, substations, and equipment,
including administration of environmental, operating, requ-
latory, reliability, and safety procedures.

3. The operation of transmission lines, switches, and related
facilities.
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4. The negotiating and scheduling of power . 1 energy transace
tions with interconnected electric utilitres.

H. Eligible Cagacit¥ Resource: A Capacity Resource of either Party
which has met the notice provisions and other conditions of this Agreement.

I. Generating Station: A station at which are located prime movers ,
electric generators, and auxiliary equipment for converting mechanical, falling
water, chemical, soiar or nuclear energy into electric energy.

. J. Good Utility Practice: Good Utility Practice at a particular
time means any of the practices, methods and acts, which, in the exercise of
reasonable judgnent in the light of the facts (including but not iimited to tiw
practices, methods and acts engaged in or approved by a significant portion of
the electric utility industry prior thereto) known at the time the decision was
made, would have been expected to accomplish the desired result at a reasonable
cost consistent with reliability and safety. Good Utility Practice is not
intended to be limited to the optimum practice, method or act, to the exclu-
sion of all others, but rather to be & number of possible practices, methods or
acts,

h. Reserve Generating Cap.city: Generating capacity available to
meet unanticipated demands for power or to generate power in the event of loss
of generation resulting fram scheduled or unscheduled outages of regularly used
generating capacity.




Article I. EXISTING AGREEMENTS

Authority continues its sole responsibility and authority to possess,
control, operate and maintain all property, interests in properiy and all faci-
lities includec in the A-B through L Leases, including the right to repair,
replace, remove fram service and the right to upgrade, modify or add to surh
facilities, when in the opinion of the Authority such would be in the best
interests of reliable system operations,

Authority hereby gives, and Central hereby accepts, notice of Authori-
ty's, intent to exercise Authority's options pursuant to the A-B, C, D, F, F, 6,
H, ¥, and L Leases to purchase the facilities covered by such leasrs, eacl such
purchase to hecome effective no later than the latest date stipulated in each
such lease or amendment,

Ry mutual agreement, Authority and Central hereby teminate, vacato.
and make null and void the C, N, and F Power Contracts and all amendments therc-
to and supersede such contracts, as amended, with this Agreement.

By mutual agreement, effective January 1, 1985, Authority and fentral
hereby terminate, vacate, and make null and void the A-8 Aqreement and al)
amendments thereto and superced2 such Agreement with (his Agreement,

A1l other existing aqreements between Authority and Central, or por-

tions thereof, shall continue in full force and effect unless and to the extent
modified herein.
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Article 11. JOINT COMMITTEES

A, EXECUTIVE COMMITTEE

There shall be established an "Executive Committee" which shall he
constituted by and act on behalf of the Parties on the matters and in the manner
hereinafter set forth,

The membership of the Executive Committee shall consist of one member
of the Board of Directors of Authority and one member of Central's Roard of
Trustees, and the Chief Executive Officer of Authority and General Manager of
Central. The appointment of each hoard member for each Party shal) be confirued
in writina ‘o the other Party. Each such appointment shal) be for an indefinite
term and may be terminated at any time upon written notice fram the apiointing
Party to the other Party, which notice shall also name the successor to the
memher whose term is terminated.

The Executive Committee shall meet not less often than semi-annually
at the time and place designated by the Party having appointed the then current
secretary. 0On written request of any member, the Executive Committee shal)
convene a called meeting at the time and place designated by the Party having
appointed the then current secretary, provided, however, that such called meet-
ing shall be not more than thirty (30) working days aftar such request unless
the member requesting the meeting agrees to a later date.

There shall be appointed a secretary of the Executive Committee who
shall not be a member of such Committee and whose appointment shall rotate amono
the Parties, with the first secretary appointed by the Chief Executive Officer
of Authority and the second secretary appointed by the General Manayer of Cen-
tral. Each secretary shall serve for a temm of two years commencing on July 1!
of the change year, except that the first secretary shall serve through June 30,
19R2. The Party appointing each such secretary may termminate the tem of such
secretary and replace such secretary during the termm thereof with another secre-
tary with written notice to the other Party. The secretary shall be responsible
for preparing and distributing minutes of the meetings of the Executive Commi*-
tee and such other duties and responsibilities as may be agreed to by the Execu-
tive Committee.

The Executive Committee shall be responsible for (1) the implementa-
tion and administration, on behalf of the Parties, of the provisions of this
Agreement as hereinafter provided, (ii) the resolution of disputes between the
Parties arising under or relating to any provision of this Agreement, and (ii1)
such other matters as may be agreed upon among the Parties.

The Executive Committee shall develcp such manuals of procedures as
may be necessary to implement and administer any transactions among the Partics.

No action shall be taken by the Executive Committee except by a main -
ity vote of all members unless otherwise specifically provided in this or other
agreements.

.

Notwithstanding anything contained in this Agreement, no matter shall
require the approval of the Executive Committee or that of any other committee
created by this Agreement or by the Executive Committee, unless such matter (1)
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Article I1. JDINT COMMITTEES (cont'd)

is specifically assigned to such committee or (2) involves a facility which is
jointly owned, or to be jointly owned, by Authority and Central.

Each Party shall, within ninety (90) days after approval of the minutes
of the Executive Committee, as hereinafter provided, submit such m nutes to its
Board for actfon and shall pramptly notify the other Party of any aciian taken
thereon,

R.  SURCOMMITTEES

The Fxecutive Committee shall not delegate its authority to ntiors.
however, the Executive Committee shall have the authority to appoint and dirert
standing or ad hoc subcommittees or task forces, the members of which need not
be members of the Executive Committee, to study and make - ecommendations on any
subject, and to discharge such other duties and responsibilities as may be
agreed upon by the Parties.

There shall be established at least two such standing subcommittees:
namely, the Planning Committee and the Operating Committee. The present Au-
thority-Central Engineering Committee shall be superseded by the aforementioned
subcommittees.

l.  The Planning Committee shall consist of two salaried employees of
Authority appointed by the Chief Executive Officer of Authority and two salaried
employees of Central appointed by the General Manager of Central. Such appoint-
ments shall be for indefinite *::wy and each such appointment shall be confirme
in writing by the appointiry Party to the other, One memher nf the Planning
Committee shall be designeted Chairman and such chairmanship shall rotate among
the Parties, with the first chairman appointed by Authority, and the second
chairman appointed by Central. CEach chairman shall serve a termm of two years,
commencing on July 1 of the change year, except that the first chairman shall
serve through June 30, 1982, and each such appointment shall be confirmed in
writing by the appointing Party to the other. If a chairman is unable to
complete a term, an interim chairman shall be appointed by the vacatina chair-
man's Party to serve out the term. The Planning Committee shall meet not less
than quarterly with one quarterly meeting being held each April and shall be
responsible for the exchange of information and studies and analyses relating to
matters involving generation and transmission system planning and such other
matters as may be specifically designated by the Executive Committee or as
otherwise specifically set forth in this Agreement.

2. The Operating Committee shall consist of two salaried employees
of Authority appointed by the Chief Executive Officer of Authority and two
salaried employees of Central, appointed by the General Manager of Central.
Such appointments shall be for indefinite terms and shall be confirmed in writ-
ing by the appointing Party to the other. One member of the Operating Committ .
shall be desiqnated as chairman of the Operating Committee, and such chaimnan-
ship shall rotate among the Parties, with the first chairman appointed hy Cen-
tral and the secon. chairman appointed by Authority. Each chairmman shall serve
a term of two years, commencing on Juiy 1 of the changing year, except that the
first chairman shall serve through June 30, 1982, and each such appointment
shall be confirmed in writing by the appointing Party to the other. If a chair-
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Article 11, JOINT COMMITTEES (cont'd)

man is unable to complete a term, an interim chairman shall be appointed by the
vacating chairman's Party to serve out the term. The Operating Committee shall
meet not less than quarterly and shall be responsible for the excharge of infor-
mation and studies and analyses relating to matters involving operations of the
integrated generation, and transmission systems of Authority and Central as may
be specifically designated by the Executive Committee or as otherwise specifi-
cally set forth in this Agreement.

Nothing in this Agreement shall prevent the Executive fommi*ten from
4issolving the Planning Committee or the Operating Committee; provided, however,
that in the event either committee is dissolved, the responsibilities of such
committee that are specifically set forth herein shall fall upon the Executive
Committee or such other committee or committees as the Executive Committee may
designate.

C. GENERAL RULES

Unless the Executive Committee specifically agrees otherwise, the
following rules shall apply to all joint committees formed by the Parties pur-
suant to this agreement:

1. Attendance at the meetings shall not be limited to members, but the
Parties recognize the practical necessity of limiting attendance of non-members
to those who are expected to take an active part in the agenda for a given
meet ing.

2.  Lach Party shall be responsihle for the personal expenses of its
memhers and its other attendees at a meeting of a committee. All other expenses
necessary in the performance of the duties of such committee shall be allocated
and paid as determined by the Executive Committee.

3.  Minutes of each meeting of a committee shall be kept so as to record
the following: date, time and place of the meeting; those in attendance; ac-
tions approved; agreements reached; date, time and place of the next meeting.
The minutes shall not include any position advanced by a Party which was not
thereafter at the same meeting accepted; provided, however, when no agreement
among the members of *he committee can be reached on a matter, at the request of
either Party, the Parties respective positions shall be entered into the minutes
for review by the Executive Committee.

4. The secretary of a committee shall prepare and distribute draft min-
utes of each meeting of the committee by either personally handing a copy to
each member or mailing the same to each member, in each case not later than ten
(10) calendar days after the close of the meeting. Each member shall promptly
notify the secretary of his approval or of any corrections he desires to he made
to the minutes. The secretary shall b. responsible for coordinating corrections
with the members and shall pramptly mail corrected minutes for signature by the
members. The approved minutes of the Executive Committee shall be presented to
the Parties' respective Roards and the approved minutes of any other committee
shall be presented to the Executive Committee.
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Article TII. JOINT COMMITTEES (cont'd)

5. Realizing that publication of information furnished hereunder by one
Party to the other may detrimentally affect the furnishing Party, the Parties
agree to keep confidential any such information upon the written request of the
furnishing Party. Public dissemination of such information by the furnishing
Party shall constitute a termination of the confidentiality requirement as to
that specific information.

Notwithstanding the above, nothing in this Agreement shall be con-
strued as preventing the disclosure by either Party to bond counsel, underwrit-
ers, consultants or REA of any information which in the opinion of such bond
counse!, underwriters, consultants or REA may affect the security of any bonds
or other evigences of indehtedness issued or to be issued by such Party. Fur-
ther, neither Party nor its bond counsel, underwriters, consultants or REA shall
be prevented from disclosure of such information in official statements neces-
sary for the issuance of such bonds or other evidence of indebtedness. Further,
neither Party nor its bond counsel, underwriters, consultants, or REA shall be
prevented from meeting any disclosure requirements required under such Parties
existing Bond Resolutions, Indentures or mortgages, including but not restricted
to audit reports, engineering reports and any other ralated reports.
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Article 111, PURCHASE OF GENERATING RESOURCES

A. The Parties hereby agree to share undivided ownership of the Cross
Generating Station whereby Central shall have a 45 percent undivided ownership
interest in each and every unit, excluding real estate, at the Cross Generating
Station if and when installed pursuant to the "Cross Generating Station Owner-
ship and Operating Agreement” between the Parties which such Agreement shall be
executed and become effective at the same time this Agreement is executed and
becomes effective.

. If the covenants of the Rond Resolution under which Authority's out-
standing obligatinns have been issued require the retirement of any or all of
Authority's Priority Obligations as a result of the acyuisition of a portion of
the Cross Generating Station by Central, the purchase price to be paid by Cen-
tral shall cover any and all penalties Authority has, will have, or is commit-
ted Lo pay to retire the involved portion of Authority's Priority Obligations on
the date sale is made to Central.

R. Authority hereby grants Central an option whereby Central may pur-
chase up to a thirty three and one third (33 1/2) percent undivided ownership
interest in Authority's share of the Virgil C. Summer Nuclear Generating Station
(the Summer Station). Such purchase, if and when effectuated shall be pursuant
to a Generating Station Ownership and Operating Agreement between the Parties
which such Agreement shall be substantially the same as the above referenced
Cross Generating Station Agreement taking into account any circumstances or
requirements ¢ 2cific to the Summer Station.

Notwithstanding this or any other provision of this Agreement, such
Authority option to Central shall terminate if not exercised by December 1,
1980, and if exercised such purchase shall be contingent upon (1) Central's
obtaining any and all necessary consents agreements or approvals from SCE&G and
appropriate govermmental regulatory bodies and (2) Authority's ability to comply
with the covenants of the Bond Resolution under which its outstanding obliga-
tions have been issued and (3) the purchase price to be paid by Central cover-
ifng any and all expenses or penalties the Authority has, will have, or is com-
mitted to pay to (i) construct the said portion of the Summer Station purchased
by Central and (i1) retire the Authority's Priority Obligations on the date sale
is made to Central,
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Article IV. FUTURE GENERATING RESOURCES

A. It is the Parties' intent to cooperate and coordinate the planning of
future generating resources for their mutual benefit, and, in furtherance there-
of, each Party, at the first regular meeting of the Planning Committee in each
year, shall provide the other, through its respective representatives on such
Committee, such Party's most current projections of that Party's annual Summer
and Winter peak demands and annual energy requirements for the twenty (20) year
period commencing with the immediately preceeding January 1. The Planning
Committee shall review such projections and, to the extent necessary and practi-
cable, reconcile any descrepancies, ard cambine such projections into a forecast
of the peak demand and energy requirements of the combined Authority-Central
system for such twenty (20) year period.

R. It shall be Authority's right and responsibility to develop a prelimi-
nary generation expansion plan and to construct or otherwise acquire such new
generating resources as may be required and provided for in such generation
expansion plan; provided, however, that Central shall have the option to acquire
an undivided ownership interest in each such future generating unit pursuant to
Section C below.

Authority shall develop such generation expansion plan based upon the
projections of the future power and energy requirements of the combined Authori-
ty-Central system described above, and present such plan to Central, through the
Planning Committtee, at a reqgular meeting of the Planning Committee not later
than July 31 of such year.

C. Subject to the provisions herein, Authority hereby grants Central an
option to acquire an undivided ownershir interest in each future generating
unit, other than at the Cross and Sumwer Stations, tn be constructed by Authority
during the term of this Agreement. Such undivided ownership interest shall not
be less than fifteen percent (15%) nor shall it exceed the lesser of (i) forty-
five percent (45%) or (i1) Central's contribution, expressed as a percent, to
the Annual Territorial Peak Demand of the comhined Authority-Central system, as
such contribution is projected for the first full year following the Commer-
cial Operating Nate of such generating unit. Provided, however, that the
aggregate sum of the Net Dependable Capacities and related Reserve Margins of
the capacity resources of Central shall not exceed Central's contribution to the
Annual Territorial Peak Nemand of the combined Authority-Central system as such
contribution is projected for the third full year following the Commercial
Nperating Date of such generating unit.

In the case of each such future generating unit, Authority shall give
Central as much notice as practicable, but at least eighteen (18) months written
notice of Authority's intent to issue the first contracts or to sell bonds,
whichever is earlier, for the construction of such unit., Central shall notify
Authority as to its intentions as soon as practicable and Central's option with
respect thereto shall expire if not exercised in the manner hereinafter provided
at least twelve (12) months prior to the projected date contained in the notice.

Central's option with respect to such generating unit shall he exer-
cised by written notice to Authority, and such acquisition shall be pursuant to
an Operating and Ownership Agreement to be timely executed by the Parties which
Agreement shall be substantially the same as the Cross Generating Station Agrec-
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Article IV, FUTURE GENERATING RESOURCES (cont'd)

ment, as such Cross Generating Station Agreement may be appropriately modified
or amended with the mutual consent of the Parties taking into account any cir-
cumstance or requirements specific to such generating unit,

D. Central may construct or otherwise acquire and own additional genera-
tion resources, other than those called for in Authority's preliminary genera-
tion expansion plan, to serve all or a portion of Central's power and energy
requirements; provided, that in case of each such resource, (i) Central has made
all qof the arrangements necessary, in the opinion of the Planning Committee, to
have the output of such resource delivered to Authority's transmission system;
and (i1) Central has made all of the arranqements necessary, in the opinion of
the Planning Committee, to have such resource dispatched by Authority pursuant
to Article X hereof; and (iii) the connection of such resource will not, in the
opinion of the Planning Committee, compramise the security or integrity of the
Authority-Central system,

Furthermore, Central shall give Authority timely notice of Central's
intent to acquire such additional generating resources so as to allow Authority
sufficient time to make such system modifications and reinfurcements as may be
necessary in order to receive the output of each such resource consistent with
the provisions of this Article IV, Section D. No such resource shall be con-
nected to the comhined Authority-Central system until such necessary system
modifications and reinforcements have been made; and, additionally, Authority
may require Central to provide and install such system protection and control
equipment as Authority deems appropriate, consistent with Good Utility Prac-
tice, to protect the security and integrity of the combined Authority-Central
system,

£. In furtherance of the provisions of Article IV, Section D, a Non-
Conventional resource of Central shall not be connected to the combined Author-
ity-Central transmission systen without prior approval of such connection by
the Planning Committee. Further, a non-conventional resource shall not be
declared an Eligible Capacity Resource unless and until (i) the Planning Commit-
tee designates it as such and (ii) the Parties are in agreement with respect to
the terms and conditions of such classification. For purposes of this Agree-
ment, a "Non-Conventional" resource shall be any generating resource which is
not conventionally fueled (i.e., pulverized coal, oil, gas, hydro, nuclear
fission) and/or which is not based upon existing and conventional technologies
widely accepted within the electriz utility industry at the time such resource
is proposed.

F. For the purposes .,f the Provisions Relating To Resource Integration
and Supplemental Power Sales attached hereto as Appendix A, a generating re-
source of Central shall be an "Eligible Capacity Resource"” if and only if (1)
the power and energy of such resource is available to Central as of the effec-
tive date of this Agreement pursuant to then existing agreements hetween the
Parties including increases in the amounts thereunder; or {(ii) such resource is
jointly owned with Authority; or (iii) such resource has been proposed in writ-
ing to Authority at least ten (10) years prior to the Commercial Operating Date
thereof, provided that no such notice shall be aiven prior to the second anni-
versary of the effective date of this Agreement; or (iv) if less than ten (10)
but more than five (5) years notice is given, Authority can, at the time such
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Article IV, FUTURE GENERATING RESOURCES (cont'd)

notice is given, reschedule any planned generating resources of Authority which
are not then under construction so as to accomodate such resource of Centra)
without increasing or decreasing the planned Territorial Reserve Margins, ex-
pressed as a percentage, by more than two percentage points (2%) in any year
during the five-year period following the scheduled Commercial Operating Nate of
such resource proposed by Central, as such reserve margins are indicated on the
Generation Expansion Plan in effect at the tiue the resource is proposed.
Provided, however, that such resource may be classified as an Eligihle Capacity
Resource if the Planning Committee determines that the addition of such re-
source, and its classification as an Eligible Capacity Resource, will have a
beneficial effect upon the reliability of the combined system and the econan-
ics of both Parties. For purposes of this paragraph, the termm "under construc-
tion” shall mean tha: a contractural obligation has been entered into which if
cancelled or delayed would require the payment of cancellation or postponement
costs; provided, however, if Central agrees to pay any such cancellation or
postponement costs, such generating resource shall not be considered as “under
construction" for purposes of this paragraph.

. Subject to the provisions herein, Central hereby grants Authority an
option to acquire an undivided ownership interest in each future generating unit
to be constructed by Central during the term of this Agreement. Such undivided
ownership interest shall not be less than fifteen percent (15%) nor exceed the
lesser of (i) forty-five percent (45%) or (ii) Authority's contribution, ax-
pressed as a percent, to the Annual! Territorial Peak Demand of the combined
Authority-Central system, as such contribution is projected for the first full
year following the Commercial Operating Date as such term is defined in the
ownership agreement relating to such generating unit. Provided, however, that
once the agqreqate sum of Central's Net Dependable Capacities equals Central's
contribution to the Annual Territorial Peak Demand of the combined Authority-
System the aqgreqate sum of the Net Dependable Capacities and related Reserve
Margins of the Capacity Resources of Authority shall not exceed Authority's
contribution to the Annual Territorial Peak Demand of the comhined Authority-
Central cystem as such contribution is projected for the third full vear fol-
lowing the Commercial Operating Date of such generating unit.

In the case of each future generating unit, Central shall give Author-
ity as much notice as practicable, but at least eighteen (18) months written
notice of Central's intent to issue the first contracts or to obtain funds,
whichever is earlier, for the construction of such unit. Authority shall nctify
Central as soon as practicable as to its intentions and Authority's option with
respect thereto shall expire if not exercised in the manner hereinafter provided
at least twelve (12) months prior to the projected date contained in the notice.

Authority's option with respect to each such generating unit may be
exercised by written notice to Centra! and such acquisition, if and when effec-
tuated, shall be pursuant to an operation and ownership agreement to he timely
executed by the Parties which shall be substantially the same as the Cross
Generating Station Agreement, as such Cross Generating Station Agreement may be
appropriately modified or amended with the mutual consent of the Parties.

H.  Authority's preliminary generation expansion plan shall be modified
or adjusted appronriately by the Planning Committee to incorporate Central's
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Article IV. FUTURE GENERATING RESOURCES (cont'd)

Eligihle Capacity Resources, and such modified generation expansion plan shall
he adopted by the Planning Committee not later than January 1 of the following
year as the official generation expansion plan of the Parties until the next
such plan is adopted the following year.

I. Notwithstanding any other provision of this Agreement it is the intent
of both Parties to preserve the all-requirements provision of the Contract Obli-
gation. Accordingly, both Parties agree that prior to January 1, 1985, Central
shall not acquire or receive power and energy fram any resource or resources
other than those acquired by Central pursuant to such Contract Obligation,
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Article V., POWER AND ENERGY RATES AND RENUIREMENTS

A. Subject to the provisions of Paragraph £ of this Article V, beginning
with the effective date of this Agreement or retroactive to Apri) 1, 1980, if
the effective date of this Agreement is later than April 1, 1980, and unt1!
January 1, 1985, pursuant and subject to the provisions of this Agreement ang
Appendix A and the Provisions Relating To Transmission Service attached hereco
as Appendix B Authority hereby agrees to sell and Central hereby agrees to re-
ceive and purchase all of Central's electrical power and energy requirements not
purchased from others for delivery points in territories not served by Coopera-
tiveg which were members of Central as of June 30, 1379, or purchased from other:
under arrangements in effect as to Central or any of its members as of June 30,
1979,

After January 1, 1985, pursuant and subjec: to the provisions of this
Agreement and Appendices A and B, Authority hereby agrees to provide and sell
and Central hereby agrees to receive and purchase all of Central's electrical
power and enerqy requirements not (1) provided by Eligible Central Capacity
Pesources or (2) purchased from others for delivery points in territories not
served by Cooperatives which were members of Central as of June 30, 1979 or (2)
purchased from others under arrangements in effect as to Central or any of its
members as of June 30, 1979,

R.  The rates and charges calculated by the methodology specified in Ap-
pendices A and B are based upon a cost of service approach which the Parties
agree shall be applicable to the wholesale, partial requirements, and any other
sales of capacity, energy, and services between the Parties. It is recognized
that different cost of service methodologies can be derived, The Parties also
recognize that the aqreed upon cost of service methodology may, from time to
time, contribute to differences between rates to the Authority's retail custo-
mers and to Central's members and/or retail customers of Central's members.

€. Authority and Central shall use their hest efforts to implement the
procedures and place in effect any and all charges applicable under this Agree-
ment and i1ts Appendices. Until the date of implementation but no later than
June 30, 1981, the subject services shall be provided at charges mutually agree-
able to Authority and Central, with neither Party unreasonably or arbitrarily
withholding Agreement, which charges shall be approximately equivalent to those
which would have heen applicable if the Agreement had been in effect.

N. Reginning on or prior to October 1, 1980, and on or prior to Nctober
1 of each following year Authcrity shall present to Central for its review and
comments a copy of the rate study used to determine (1) the fixe*! charges %o
become effective on the following July 1 and (2) an estimate of fixed charges to
become effective on the second following July 1. The charges shall be based on
Authority budgeted cost data as approved by the Authority's Roard of Directors
for the subject fiscal years covered by the rate study. No earlier than April |
of each year Autherity shall review the cost data used to determine the fixed
charges to become effective the following July 1 and adjust such fixed charges
to reflect then current cost data.

E. The Cost of Service rate study for the fixed charges for the fiscal
year 1981 ending June 30, 1981, except as modified by Section C of this Article
V, shall be based on the fiscal year 1981 budgets approved by the Authority's
Board of Directors as of July 1, 1980.
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Article V. POWER AND ENERGY RATES AND REQUIREMENTS (cont'd)

F. If power and energy is not available within combined Authority-Central
System to serve a new industrial customer which desires to be served by Central
or one of its members referenced in Article XIV Section B or to serve a member
of Central not referenced in Article XIV Section B, Authority shall be obligated
to use its reasonable best efforts to obtain such power and energy from outside
the System., If Authority fails to obtain and purchase such power and energy,
Central may obtain such power and energy and Authority shall coordinate the
transmission and delivery of such Central cbtained power and energy until such
time,as the power and energy is availahle within the system. In either case,
Central shall be nhligated to pay any and all costs associated with the purchase
and delivery of any and all power and energy so obtained from outside the com-
bined Authority-fentral System,
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Article VI. TRANSMISSION SERVICE AND DEL IVERIES

Pursuant and subject to the provisions of this Agreement and Appendix
R, Authority hereby agrees to provide transmission service to Central's Delivery
Points or to those of Central's Members, for capacity and energy purchased from
Authority and from Central Capacity Resources.
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Article VII. TRANSMISSION SYSTEM COORDINATION

A.  Authority will continue to own, operate, maintain, or alter all trans-
mission line rights-of-way and all existing and future transmission line and
substation facilities on the rights-of-way included in the A-B through L Leases.

B. Rased nn (1) Central's Delivery Point requirements pursuant to Article
VIII herein, and (2) on Central's notice cf Central's intent to construct and
own future generating facilities pursuant to Article IV herein, and (3) on the
Parties respective transmission system requirements as presented co the Planning
Commi?ttee, and (4) on other factors deemed appropriate by Authority, Authority
shall annually prepare a transmission expansion and improvement plan for the
comhined Authority-Central system., Such plan shall result from studies of the
comhined system of Authority and Central considering requirements for adequate-
ly supp'ying the total present and anticipated future transmission requirements
of the Parties and to maintain the integrity of such cambined system.

Such plan shall be submitted to Central through the Planning Committee
and, subject to the provisions of this Agreement, Authority shall give good
faith consideration to the comments of Centrai regarding such plan.

C. Through the Planning Committee, Authority and Central shall attempt to
coordinate future transmission facility planning and avoid, to the extent pos-
sible, the duplication of such future facilities.

N. Subject to the provisions of this Agreement, the Planning Committee
shall, pursuant to the provisinns of Sectirn F of this Article, determine the
ownership and resultant ownership responsi»ilities of any propcsed transmission
facilities making an initial appearance on the transmission expansion and
improvement plan.

E. Ownersaip of future transmission facilities (1) not specifically
ident ified as to ownership in Section F of this Article VI! or (2) not specifi-
cally identified as Bulk Power pursuant to the definition of Bulk Power ir the
Pefinition section of this Coordination Agreement or (3) in bona fide dispute as
to the cateqorv of ownership to which the subject facility should be assigned
are to be apportioned as to ownership by the Planning Committee to Authority and
Central with a sixty (60) percent ownership accruing tJ Authority and a forty
(40) percent ownership accruing to Central.

The percentage of ownership shall be based on (1) line miles of each
separate voltage level for line facilities and (2) non-depreciated construction
cost in dollars, as entered on the respective Party's plant records, for each
substation of each separate voltage level.

Running totals of the percentage of ownership of each Party of the
transmission facilities specificially referenced as those facilities to be
assigned pursuant to this Section £ of Article VI! shall be maintained by the
Planning Committee.

Estimated miles of transmission line and substation construction costs
are to be used during the planning and construction stages of any particuler
transmission facility. As soon as actual data is entered upon the plant records
of either Party the Planning Committee shall be informed by the subject Party of
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Article VII. TRANSMISSION SYSTEM COORDINATION (cont'd)

the actual data, which actual data shall then replace the estimated data on the
running total list maintained by the Planning Committee.

Assignments shall be by divided ownership so that separate and dis-
tinct 1ine, line segments, and entire substations and transmission structures
shall be indentifiable as to ownership.

Assignments of ownership by the Planning Committee shall be made in
such ,a manner that the apportioned ownership ratio sct forth above shall be
maintained as close as practicable.

F. The responsibility for ownership, design, construction, operation,
maintenance, alteration, and any other related matter involving the existing and
future transmission facilitfes and related rights-of-way, regardless of voltage
level, on or for the cambined Authority-Central transmission system shall be as
follows:

| Central:

a. Facilities owned hy Centra! which are in service as of
January 1, 1980, (including the M Loan Facilities) and are
not leased to Authority.

b. Facilities, excluding bulk power facilities, in the plan-
ning, design, or construction stage wnich have heen (i)
presented '3 the Authority-Central Engineering Committee
prior to January 1, 1980, as facilities tn be owned by Cen-
tral or (ii) budgeted hy Central as of January 1, 1979,

C. Future radial facilities to serve only Central or members of
Central,

d. Future Delivery Points to serve only Central or members of
Central.

e. Rulk power facilities connecting a generating station owned
or partially owned by Central in which Authority does not
have at least a fifteen (15) percent ownership interest
provided however no such line shall extend past a point of
contact or a point of crossing of any transmission line of
the same voltage owned or leased by Authority.

f. Forty (40) percent of those future transmission facilities
referenced in Section E of this Article VII. Facilities
referenced in a, b, ¢, d and e immediately above are speci-
fically excluded fram the apportionment. The forty (40)
percent is to be measured as follows:

(i) With respect to line facilities by Tine miles of each
voltage level.

(11) With respect to substation facilities by dollars of
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Article VI1. TRANSMISSION SYSTEM COORDINATION (cont'd)

substation construction costs, as entered or Central
plant record books, at each voltage level. Voltage
level is that voltage at the high side of the trans-
formation if transformation 1s made at the substation.

2. Authority:

b.

Facilities owned by or leased to Authority,

Facilities (1) covered by approved government leases or (41)
in the planning, design, or construction stage which have
been presented to the Authority-Central Engineering Commit-
tee prior to January 1, 1980, as facilities to be owned by
Authority or (iii) budgeted by Authority as of July 1, 1979.

Future radial facilities to serve only Authority customers,
Future NDelivery Points to serve any Authority customer,

A1l Bulk Power facilities as specifically defined in the
Definition Section of this Coordination Agreement except as
excluded in Sectien F.l.e. of this Article VII.

Sixty (60) percent of those future transmission facilities
referenced in Section £ of this Article VII. Facilities
specifically referenced in a, b, ¢, d, and e immediately
above are specifically excluded from the apportiomment. The
sixty (6N) percent is to be measured as follows:

(i) With respect to line facilities by line miles of each
voltage level.

(i1) With respect to substation facilities by dollars of
substation construction costs, as entered on Authority
plant record books, at each voltage level. Voltage
Tevel is that voltage at the high side of the trans-
formation if transformation is made at the substation.

G. Upon timely written request of Central, Authority shall operate and
maintain any Central-owned transmission lires subject to and in accordance with
the Provisions Relating To “Transmission Operation and Maintenance" attached
hereto as Appendix C.

H. A1l transmission facilities constructed or aitered by the Parties
shall be constructed, altered, operated and maintained in accordance with Goond
Utility Practice and so as to be compatible with the then existing transmission

systems.
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ARTICLE VIII. DELIVERY POINTS

A. Central may connect any new Central Member Delivery Point to the
transmission system if the Planning Committee determines such connection will
not be detrimental to the system,

B. The Planning Committee shall be provided any data regarding the pro-
posed Delivery Point which it deems necessary or relevant.

C. If the Planning Committee determines that a proposed connection will
be datrimental to the system, Authority or Central, as the case may be, shall
make its best efforts to reinforce the system so that the subject connection can
be made.

N. A Central Delivery Point may be temminated by either Party upon timely
written notice tn the other Pa=ty., If Authority is the initiator of the temi-
nation, for any reason other than voltage conversion of a transmission Tine,
Authority shall be responsihle for paying any loss incurred by Central or its
Members due to early retirement of facilities associated with such Delivery
Point or Central may purchase such transmission facilities fram Authority at
replacement-cost-nes less depreciation on a straight line basis, provided,
however, 1f such transmission facilitiec are leased fram Central, Central shal)
be entitled to take over such facilities pursuant to the recapture provisions of
the applicable leace. I[f Central or one of Central's Memhers is the initiator
of the termination, Central shall be responsible for paying any loss incurred by
Authority due to early retirement of facilities associated with such Delivery
Point.



Article IX, ELECTRICAL CHARACTERISTICS

A. A1l power and energy to be furnished hareunder by either Party to the
other shall be alternating current, three-phase, approximately 60 Hertz, unre-
gulated and at a nominal standard voltage generaily available in the zrea in
which service is provided.

B. Central and Authority shall at all times take and use power and energy
in such manner that the load at each point of delivery shall not be unbalanced
between phases by more than ten percent. I[f the load is unbalanced by more than
ten percent, the Party responsible for the unbalance may be required by the
other Party to make the necessary changes to correct such unhalance within a
reasonahle time, [n addition, Central shall be subject to any and all charges
and penaities related thereto contained in other Agreements between the Parties.

C. Power shall be used by Authority and Central in such manner as will
not cause ohjectionable voltage fluctuations or other electrical disturbances to
the generation, transmission, or distribution systems., If such fluctuations or
disturbances are determined by the Operating Committee to he objectionable, the
abused Party may require the abusing Party, at its sole expense, to install
corrective equipment which will reasonably limit such fluctuat Ins or disture
bances. If the abusing Party fails to install corrective equipment within a
reasonable period of time, the abused Party may install such equipment and bill
the abusing Party for the installed cost thereof.

D.  Both Parties shall maintain a power factor of as near unity as practi-
cable, If at any time the power factor is found by the Operating Committee to
cause adverse effects on the system the Party or Parties causing the problenm
shall promptly cause it to be corrected.

23



Article X. NISPATCHING AND OPERATION OF CAPACITY RESOURCES AND TRANSMISSINN SYSTEM

A. OPLRATION AND MAINTENANCE

Each Party shall, to the fullest extent practicable, cause all trans-
mission facilities owned or controlled by it, and all generating facilities in
which it has an ownership interest, to be designed, constructed, maintained, and
operated in accordance with Good Utility Practice and in accordance with stand-
ards, methods, and/or procedures established by the Planning and Operating
Committees.

Upon timely written request of Central, Autherity shal) operate and
maintain any Central-owned transmission lines subject to and in accordancc with
the provisions of the "Transmission System Nperation and Maintenance Agreement”
between the Farties, whick such agreement is attached hereto as Appendix C.

f.  CENTRALIZFD DISPATCH

Each Party shall subject al) present and future transmission facili-
ties owned or controlled by it, and all present and future generating facilities
in which it has an ownership interest, to centralized dispatch by Authority.

C.  MAINTENANCE AND REPAIRS

Each Party shall, to the fullest extent practicahle: (a) cause trans-
mission facilities owned or contronlled by it, and generating facilities in
which it has an ownership interest, to be withdrawn from operation for mainten-
ance and repair only in accordance with maintenance schedules established or
approved by the Operating Committee fram time to time; (b) restore such facili-
ties to qgood operating condition with reasonahle pranptness; and (c) in emer-
gency situations, accelerate maintenance and repair at the reasonable request of
the Operating Committee.

D. OBJECTIVES OF CENTRALIZED DISPATCH

The day-to-day scheduling and coordination by Authority of the opera-
tion of transmission facilities which are owned or contrclled by the Parties,
and of generating urits in which the Parties have ownership interests, shall be
designed to achieve the following objectives:

(a) The reliability of the combined Authority-Central system shall at
all times be reasonably ascured, and propsrly distributed spin-
ning and ready reserves shall he provided; and

(b) The comhined energy requirements of the Parties shall be satis-
fied at the lowest practicable cost.

E.  TRANSACTIONS WITH OTHERS

In furtherance of the above stated objectives, Authority shal® be
Central's sole agent for entering intn energy transactions with other utility
systems. Accordi. 'y, purchases of energy from others to serve the requirements
of the combined Authority-Central system shall be made by Authority, and payment
by Central for any use of such energy shall be pursuant to Appendix A. Further-
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Article Y. DNISPATCHING AND OPERATION OF CAPACITY RESOURCES AND TRANSMISSION
SYSTEM (cont'd)

more, any sales of energy to others from an' -esources of Authority or Central
shall be made by Authority without regard to ownership so as not to make an
adverse distinction between the Parties. When such a sale of energy from a
fentral-owned resource is made, Authority shall enter into such transacticn on
behalf of Centril, and such transaction shall be made pursuant to the then
existing agreement between Authority and the purchaser of such energy, provided
that.the terms of such transaction shall be so as to fairly compensate Centra’
for the cnsts of generating such energy. In such event Authority shall he
responsible for collecting any payment fram the purchaser thereof, and each
Monthly Billina Statement for services proviged Central by Authority pursuant to
Appendix A shall reflect credits to Central for such payments received by
Authority.

F.  PAYMENT FOR DISPATCH-RELATED SERVICES

Central shall reimburse Authority for all costs incurred hy Authority
related to the dispatch and control of Central's transmission and generating
facilities and all costs incurred by Authority associated with additional re-
cord-keeping, accounting, and reporting occasioned by this Agreement. Such
costs shall be determined in the following manner.

1. System Control and Load Nispatching

Central shall be responsible for a portion of the costs incurred by
Authority which are charqgeahble as Nperating Expenses to Account 556 - System
Control and Load Dispatching, of the Uniforr System of Accounts. Such portion
is to be determined in the following manner,

The total costs chargeable to Account 556 shall be allocated to each
generating resource owned individually or jointly by the Parties in the ratio
that the total hours of operation of such resource bear to the aggregate sum of
the total hours of operation of all generating resources of the Parties. Central
shall be responsible for (i) one hundred parcent (100%) _€ the costs so alle-
cated to each generating resource in which Authority has nu ‘nterest and (11)
Central's ownership share, relative to the total of Authcrity's and Central's
ownership shares in such resource, of the costs so allocated to each generating
resource in which both Central and Authority have an ownership interest.

Authority shall r:epare and render to Central 2 bill for such Systen
Conty»1 and Load Nispatching Costs incurred each month as seon as practicable,
and Ce ‘ral chall make payment thereof in accordance with Article X! herein.

2. Other Costs

Central shall he further responsihle for an appropriately allocated
share of all other costs incurred by Authority from time to time in dispatching
transmission facilities and qenerating units of Central, including a facili-
ties charge to cover the capital costs of any equipment acquired by Authority in
connection therewith,
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Article X, DISPATCHING AND OPERATION OF CAPACITY RESOURCES AND TRANSMISSINN
SYSTEM (cont'd)

Any dispatch related capital improvement costing in excess of fifty
thousand dollars ($50,000), the cost of which is to be directly allocated to
Central, shall be submitted to the appropriate subcommittee for review and
analysis prior to purchase thereof. Reginning in the calendar year in which
this Agreement becomes effective, the $50,000 threshold shall be increased or
decreased in relation to the annual National Consumer Price Index ‘or successor
index) published by the Rureau of Labor Statistics of the Inited States Nei oyt
ment of Lahor or its successor Agency.

Mithority shall bill Central for Central's share of such Costs as such

costs are incurred, and Central's payment therefor shall be in accordance with
Article X111 herein,
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Article XI. METERING

A. Power and energy deliveries to Central shall be metered at the points
of delivery fram Authority's transmission system to the transmission or distri-
bution systems of Central or Central's Members. [f, in the case of particular
delivery points, it is impractical in Authority's opinion to meter such deliver-
fes at the point or points of actual delivery, Authority may meter such deliv-
eries at another point or points and such resulting readings shall be appropri-
ately adjusted to campensate for lnsses between the point or points of actual
metering and the point or points of actual delivery.

.

B. Authority shall install, operate, maintain, and read the meters at
each delivery point which Authority detemines is necessary to preperly meter
deliveries to Central, Central shall supply without cost ton Authority a suitable
place for installing Authority's metering equipment. Central may at its own
cost install, operate, maintain, and read additional metering equipment to chect
that of Authority.

C. Authority shall test meters at least once every two years.

n. If any meter used for billing fails to register or is found to be
inaccurate, an appropriate billing, based on the best information available,
shall be agreed upon by the parties hereto, Any meter tested and found to be
not more than two percent (2%) above or below normal shall be considered accu-
rate insofar as correction of billings is concerned. If as a result of any
test, a meter is found to reaister in excess of two percent (2%) either above
or below normal, then the reading of such meter previously taken for billing
purposes shall be corrected for the period during which it is established the
meter was inaccurate. If such period of inaccuracy cannot be agreed upon by the
Parties, no correction shall be made for any period extending more than ninety
(90) days prior to the day on which an inaccuracy is discovered.

£ In addition to such tests as are deemed necessary by Authority,
Authority shall have any meter of the Authority tested upon written request of
Central, and if such meter proves accurate within two percent (2%) above or
below normal, the expense of the test shall be born by Central.

F. Authority's meters shall be read as nearly as practicable at regular
intervals of not less than twenty-eight (28) days or not more than thirty-two
(32) days, so as to permit the rendering of twelve monthly bills during each
contract year.
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Article XII. BILLING AND PAYMENT

A.  Authority shall bill Central for services rendered under this Agree-
ment and its Appendices and Central shall pay such bhill to the Authority, at the
office of Authority in Moncks Corner, South Carolina, or some other location in
South Carolina as stipulated by Authority, within ten (10) days after the date
the bi1l is mailed or otherwise rendered.

B. Service periods of 28 to 32 days will normally be billed on a reqular
monthly basis without proration. For irregular billing periods or billing
periqds determined by special meter readirgs, monthly capacity or demand charges
will be prorated on a 30-day basis based on tne actual number of days between
meter readings.

C. When 211 or part of any hill shall ranain unpaid ten (10) deys after
such bill is rendered, interest at the rate of Morgan Guaranty Trust Company
Prime Ra_e plus three (3) percent per annum on the unpaid halance shall be added
to the hill thereafter, and, in addition to all other remedies available to it,
Authority may discontinue service hereunder upon twenty (20) days' written
notice. To avoid such discontinuance of service, Central shall, within such
twenty (20) day period, pay such unpaid amounts, plus interest, and, at Authori-
ty's request, deposit with Authority as colilateral security for payment of
future bills for service such sum as may be requested by Authority, not to
exceed twice the highest monthly bill of Centrel during the preceding calendar
year.

D. Authority may discontinue all service after twenty (20) days' written
notice whenever Central has violated any provision of this Agreement so as to
constitute a substantial breach hereof, except that notice need not be given
where discontinuance of service at any delivery paint is necessary due to Cen-
tral's failure to operate in a safe manner consistent with sound engineering or
operating principles. To avoid such discontinuance of service, Central shall,
immediately upon notice, cease such unsafe practice or remedy such violation.

E. Where all service is discontinued for cause constituting substantial
breach as discussed above, Authority may terminate this Agreement upon giving
Central thirty (30) days written notice. Resumption of service following any
such termination shall be conditioned upon payment by Central of collateral
security, as provided above. Upon such termination, Central shall pay Authority,
in addition to any unpaid charges for service, such other damages as may be
provided hy law,
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Article XII1. ARBITRATION

A.  Any controversy, claim, counterclaim, defense, dispute, difference or
misunderstanding arising under or relating to any provision of this Agreement or
its interpretation, performance or breach, which cannot be resolved by the
Executive Committee shall be settled by an Arbitral Tribunal as hereinafter
provided, with the exception, however, of issues relating to provisions of this
Agreement which are specifically exempted fram arbitration.

. Except upon the prior written mutual aqreement of the Parties, dis-
putes arising under or relating to a provision of any joint ownership aqreement
between the Parties shall be exempt fran Arbitration hereunder.

Eithar Party shall have the right to proceed with matters which have
been disapproved by the other Party and which are the subject of arbitration;
provided, however, that if a Party proceeds with such a disapproved matter and
if the determination made by the Arbitral Tribunal on such matter is inconsist-
ent with that Party's action (or lack of action) therean, such Party shall, upon
such determination by the Arbitral Tribunal, he subject to suitable financia)
Judgment. Such financial judgment shall be determined by the Arbitral Tribunal.

Notwithstanding other provisions of this Agreement whenever a matter
has been referred to the Arhitral Tribunal and the Party - .ving responsibility
for construction or operation, as the case may be, determines that the other
position or positions would create an immediate danger to the safe operation of
the System or necessary to obtain the approval of or to comply with requirements
of governmental agencies having jurisdiction, such Party may proceed in accord-
ance with its position with respect to such matter until it has been ress)ved by
the Arhitral Tribunal., 1f the Arbitral Tribunal recommends a course of action
which such Party determines would create a danger to the safety of the combined
system of Authority and Central or would violate regulatory requirements of any
governnental agency having jurisdiction, it may nevertheless proceed in accord-
ance with its position subject to a suitable financial adjustment. Such finan-
cial judgnent shall be determined by the Arbitral Tribunsal.

B. Either party may initiate arbitration by giving the other party writ-
ten notice stating the question or questions to be arbitrated, the amount in
dispute, if any, and the remedy or ramedies sought.

C. The Arbitral Tribunal shall be composed of three arbitrators each of
whom shall be experienced in the econamics and rate structure of the electric
utility industry and power system planning and engineering and who shall be
appointed in the following manner:

1. The Party initiating the arbitration shall n-ne one arbitrator in
the notice referred to in Paragraph B above.

2. Within twenty-one (21) calendar days after receipt of such notice,
the second Party shall give the initiating Party written notice
naming a second arbitrator and specifying any additional ques-
tions to be arbitrated, the amount involved, if any, and the
remedy or remedies sought.
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Article XIII. ARRITRATION (cont'd)

3. The two arbitrators so appointed shall choose the third arbitra-
tor. If the second Party fails to appoint its arbitrator within
twenty-one (21) calendar days after receipt of written notice of
the appointment by the initiating party of its arbitrator, or if
the first two arbitrators fail to appoint the third arbitrator
within thirty (30) calendar days after the appointment of the
second arbitrator, the appointments which have not been made as
contemplated ahove shall, on the written request of either Party,

. be made by the Chief Judge of the Iinited States District Court
for the District nf South Carolina or, failina appaintment by
him, by the Chief Judge of the Fourth United States Judicia)
Circuit., The third arbitrator shall not be connected with either
of the Parties. The third arbitrator shall be the chairman.

N, Tach of the arbitrators shall take such oath, if any, as may be re-
quired under the laws of South Carolina.

F. Any arhitration hereunder shall be held at a location in the lnited
States to be selected by the Chairman of the Arbitral Tribunal.

F.  The Arbitral Tribunal shall convene at such time as shall be fixed by
the Chairman. Thereafter, the Arbitral Tribunal shall determine when it shall
git.

G. Subject to the provisions of this Article and except as the Parties
shall otherwise agree, the Arhitral Tribunal shall decide all questions relating
to its competence and shall detemine its procedure. All decisions of the
Arhitral Tribunal shall be hy majority vote.

H.  The Arbitral Tribunal shall afford to both parties a fair hearing and
shall render its award in writing within forty-five (45) calendar days after the
date on which it shall declare the hearings to be closed. The award may be
rendered by default. An award signed by a majority of the Arbitral Tribunal may
grant in its award any remedy or relief which it deems just and equitable and
within the scope of this Acreement, including, but not limited to, specific
performance. A signed counterpart of the award shall be transmitied to each
Party. Any such award rendered in accordance with the provisions of this Article
shall be final and hinding upon the Parties, and each Party shall abide by and
comply with any such award.

I. Each Party shall pay the remuneration and expenses of the arbitrator
it selects. The remuneration and expenses of the Chairman of the Arbitral
Tribunal and any persons, other than the arbitrator selected by each party, as
may be required for the conduct of the arbitration proceeding (“third persons”)
shall be shared equally by the Parties. The Arbitral Tribunal shall fix the
amount of the remuneration of the Chairmen of the Arbitral Tribunal and any
third persons. Each of the Parties shall defray its own expenses in connection
with the arbitration proceedings. Any question concerning the division of the
costs of the Chairman of the Arbitral Tribunal and anv third persors or the
procedure for payment of such costs shall be detemined by the Arditral Tribunal.
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Article XI1I. ARBITRATION (cont'd)

J. The provisions for arbitration set forth in this Article shall be in
lieu of any other procedure for the determination of the controversies and
claims between the Parties referred to in Paragraph A of this Article.

K. If any arbitrator appointed in accordance with this Article shall
resign, die or become unahle to act, a successor arbitrator shall be promptly
appointed in the same manner as herein described for the appointment of the
original arbitrator. Unless the Parties shall agree otherwise, the arbitral
proceedings shall be resumed at the point at which they were interrupted by such
death, resianation or inability; provided, however, that if the Chairman of the
Arbitral Tribunal shall resign, die or become unable to act, any hearings heid
previously shall be repeated.

ks Fither Party may be represented by counsel. A Party intending to be
so represented shall notify the other Party and the Arhitral Tribunal of the
name and address of its counsel at least thre. (3) calendar days prior to the
date set for the hearing at which counsel is first to appear. When an arbitra-
tion is initiated by counsel, or where counse! replies for the other Party, such
notice is deemed to have heen given,

M. The Arhitral Tribunal shall make the necessary arrangements for the
taking of a stenographic record whenever such record is requested by a Party.
The cost of such stenographic record and all transcripts thereof, shall be pro-
rated hetween the Parties ordering copies unless they shall otherwise agree.

N. The Parties may offer such evidence as they desire and shall produce
such additional evidence as the Arbitral Tribunal may deen necessary to an
understanding and determination of the dispute. The Arbitral Tribunal may, if
it considers it appropriate, require a Party to deliver to each of the arbitra-
tors and to the other Party, within such a period of time as the Arbitral Tribu-
nal shall decide, a summary of the documents and other evidence which that Party
intends to present in support of the facts set out in its statement of claim or
statement of defense. When the Arbitral Tribunal is authorized by law to sub-
poena witnesses or documents, it may do so upon its own initiative or upon the
request of any Party. The Arbitral Tribural shail be the judge of the rele-
vancy and materiality of the evidence offered, and conformiity to leqal rules of
evidence shall not be necessary. All evidence shall be taken in the presence of
all the arbitrators and of both Parties except where either ot the Parties is
absent after due notice, or is in default or has waived 1ts right to ce present.

0. The Arbitral Tribunal may issue such orders as it may deear necessary
to safeauard any property which is the subject matter of the arbitration without
prejudice to the rights of the Parties or the final determination of the dispute.

P.  Anv communication by either party to the Chairman of the Arbitral
Tribunal shall be in writing and copies shall concurrently be sent by the Party
to the other arbitrators and to the other Party.

0. 1f the Parties settle their dispute during the course of the arbitra-
tion, the Arbitral Tribunal, upo~ the Parties' request, may set forth the terms
of the agried settlement in an c<iri .,
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Article XI11. ARBITRATION (cont'd)

R. No judicial proceedings brought by a Party in relation to the subject
matter of the arbitration shall be deemed a waiver of that Party's right to
arbitrate.

S. Either Party may cause judgment to be entered upon, or institute a
proceeding to enforce, the award of the Arbitral Tribunal! in any court of com-
petent jurisdiction, and may enforce such judgment by execution and may pursue
any other appropriate remedy against such other Party for the enforcement of the
award.

.

T. Any arbitration under this Article shall he noverned by the statutory
arbitration law nf South Carolina of general application in effect at the time
of arbitration. If and to the extent that any provision of this Article is
invalid under such statutory arbitration law, such provision sh2ll be of no

effect without, however, invalidating any other provisions hereof.
U.  This Article shall survive the temmination of this Agreement.

V. Notwithstanding any other provision contained herein to the contrary,
no dispute shall be arbitrable hereunder unless:

1. the amount of any individual item in dispute has an annual value
to the Party initiating the arbitration of at least $100,000 or

2. the items in dispute at any one time have an agqregate annual
value to the Party initiating the arbitration of at least $100,00r,

Reainning in the calendar year in which the Aqreement becomes effec-
tive, the $100,000 threshold for arbitration shall he increased or decreased in
relation to the annual National Consumer Price Index (or successor index)
published by the Rureau of Labor Statistics of the United States Department of
Labor or its successor Agency.

W. The Parties expressly aqree that this Article XIII shall constitute a
condition precedent to the institution of any proceeding in any court relating
to the subject matter.

K. In matters not provided for herein, the rules of the American Arbitra-
tion Association shall apply.

Y Trial De Novo

When the prevailing Party to an arbitration applies to the court for
enforcement of the arbitration award and the court determmines that one or nore
of the following elements is present in such award, the non-prevailing Party
shall have the right to a trial de novo in a court of competent jurisdiction:
(1) such award for any one proceeding exceeds five million dollars ($5,000,000)
against the non-prevailing Party, or (2) where an award requires the performance
by the non-prevailing Party of any act which (a) is not lawful, (b) is contrary
to the provisions of the non-prevailing Party's security instruments, (c) vio-
lates the conditions of any governmental or requlatory approval required herein
or jeopardizes the obtainina, retaining, transferring or amending such govern-
mental or requlatory approvals, or (d) has the effect of creating an fvent of
Default for the non-prevail ng Party under the terms of this Agreement.
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Article XIV. MISCELLANEOUS

A. EFFECTIVE DATE AND TERM

This Agreement shall become effective on or after April 1, 1980, upon
approval by the Administrator of REA; provided, however, that if such approval
by the Administrator of REA is not forthcoming by December 31, 1980, either
Party may, at its option, declare this Agreement and its execution thereof, nul!l
and void.

+Th1s Agreement shall remain in force and effect for an Initial Tem of
fifty (50) years from the effective date set forth hereinabove. Thereafter,
this Aqreement shall be automatically renewed for consecutive subsequent terms
of fifteen (15) years, but may be termminated at the end of the Initial Temm or
any Subsequent Term by either of the Parties heretn by such Party providing
written notice of such temination to the other Party at least ten years prior
to the expiration of such Initial Term or Subsequent Term.

B. CENTRAL'S MEMRERS

For the purposes of this Agreement and its Appendices, Central shall be
deemed only to have those Members or their successors or new members in its
existing territory which it had at the execution hereof, to wit:

Aiken Electric Cooperative, Inc.
Berkeley [lectric Cooperative, Inc.
Black River [lectric Cooperative, [nc.
Coastal Electric Cooperative, Inc.
Fdisto Flectric Cooperative, Inc.
Fairfield flectric Cooperative, Inc.
Horry Flectric Cooperative, Inc.
Lynches River Electric Cooperative, Inc.
Marlhoro Llectric Cooperative, Inc.
Mid-Carolina Electric Cooperative, Inc.
Newherry Electric Cooperative, Inc.
Palmetto Electric Cooperative, Inc.

Pee Dee flectric Cooperative, Inc.
Santee Electric Cooperative, Inc.
Tri-County Electric Cooperative, Inc.

Further, such Members shall be deemed to serve only those territories
presently assigned to them hy the South Carolina Public Service Commission and
any territory that is presently unassigned and which is subsequently so assigned
to them by the South Carolina Public Service Commission.

No obligation of Authority hereunder shall extend to any future members of
Central.

C. INTERRUPTIONS TO SERVICE

With respect to any services provided hereunder, Authority and Central will
make reasonable provisions to insure satisfactory and continuous service but do
not cuarantee a continuous supply of electrical energy and shall not be liable
for damage occasioned by interruptions to service or failure to commence deliv=
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Article XIV. MISCELLANEOUS (cont'd)

ery caused by an act of God, or the public enemy, or for any cause reasonably
beyond its control, including but not limited to the failure or breakdown of
generating or transmitting facilities, flood, fire, strike, or action or order
of any agency having jurisdiction in the premises, or for interruption (when the
other Party has been given reasonable notice) necessary for inspection, repair
or changes in the generating equipment or transmission and distribution system
of Authority or Central.

n. FORCF MAJFURE

In addition to the spocific provisions of paragraph C 3bove, neither Party
shall be liable for breach of contract with respect to any obligation under this
Agreement or any of its Appendices if prevented from performing such obligation
by any cause beyond its reasonable control, including, but not limited to act of
God or the public enemy, failure or breakdown of generating or transmitting,
flood, fire, strike or action or order of any agency having jurisdiction in the
premises.

E. SUCCESSORS AND ASSIGNS

This Agrezment shall apply to and be hinding upon the successors and as-
signs of the Parties hereto as fully as if the words "successors and assigns”
were written herein wherever reference to Central or Authority occurs in this
Agreement. This Agreement shall not be assigned by either Party without the
written consent of the other, except that it may Le assigned, without the con-
sent nf Authority, by Central to the United States, represented by the Adminis-
trator of RIA or any successor agency as additienal security under any mortgage
securing any REA loan and to any purchaser of the system or any part thereof
under foreclosure of said mortage in the event of default by Central there-
under.

F. SFLLING OR LEASING OF AUTHORITY SYSTEM

If during the life of this Agreement the Authority's System shall be sold
or leased to another entity, Central shall have the right, with the approval of
the Administrator of REA, to termminate any existing REA leases. In such event,
Central shall pay to the Authority the excess, if any, of Net Book Value of such
system or part thereof over the principal remaining to be paid thereon. If,
however, the Net Book Value shall be less than the principal remaining to be
paid on the loan cr loanc the Authority shall pay the difference to Central.,
“Net Rook Value" shall mean original cost, including capitalized replacements,
less book depreciation. Notice of election to exercise said option shall be
given by Central to the Authority or its lessee or purchaser within six (6)
months after written notice has been received by Central of the happening of the
event giving rise to the option.

G. SELLING OR LEASING OF EITHER PARTY'S SYSTIM

I1f during the Life of this Agreement either Party's System shall become
available for sale or lease to another entity, the other Party shall have first

34



Article XIV. MISCELLANEOUS (cont'd)

refusal rights to the purchase or lease of such System to the extent permitted
by law.

H. RIGHTS OF WAY

Central agrees to convey to Authority for the term of this Agreement and
without charge, all easements and other rights of way reasonably necessary for
the construction, operation, maintenance, replacement, and removal of facilities
upon, across or within Central's property for purposes of providing service
under this Aqreement, provided, however, that upon the termination of this
Agrecment, any such easements and rights of way shall automatically revert to
Central. The location of such easements and rights of way shall be mutually
agreed upon by the Parties through the Joint Committees.

I. ENTRY OF PREMISLS

Either Party shall have the right to enter the premises of the other Party
to read, maintain, install, remove, inspect, test and alter the entering Parties
meters, poles, conductors, appurtenances and other equipment located thereon.

J. OWNERSH!P OF FACILITIES AND RIGHT OF REMOVAL

Except as otherwise may be provided in this Agreement or other agreements
between the Parties, any and all equipment installed by either Party on the
premises of the other Party shall be and remain the property of the Party owning
and installing such equipment, regardless of the manner of attachment to the
real propertv of the other Party., Upon termination of this Agreement, the owner
of the equipment shall have the right to enter the premises of the other Party
and shall, within a reasonahle time and in a reasonable manner, and with all
due diligence, remove such equipment at the owner's sole cost and expensc,
repair any damage to the other Party's property caused by such removal, anl
restore the premises to the condition in which they existed before such equip-
ment was installed.

K. INDEMNIFICATION

Each Party assumes all responsibility on its side of a delivery point for
the service supplied or taken as well as for the electrical installation, appli-
ances and appartus used in connection therewith. Neither Party shall be respon-
sible to the other for the transmission or control of electrical energy beyond
the respective Party's side of the delivery point. Each Party shall and hereby
does indemnify and hold *he other Party and its officers and employees free and
harmless from any and all legal and other expenses, suits, claims, damages,
costs, fines, penalties, liahilities or other obligations 7f whatsoever kind,
including but not limited to damage or destruction of property and injury or
death of persons, resulting fram or connected with the indemnifying Party's
performance under Lhis Aqreement, including but not Timited to the operation,
maintenance or defective condition of such Party's equipment, or any act or
omission of such Party's employees, aaents or contractors, regardless of whether
such act or omission occurred on the other Party's premises; provided, however,
that nothing in this Article XIV or elsewhere in this Agreement shall make any
Party hereto liable for consequential damages or loss of profits.
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Article XIV. MISCELLANEQUS (cont'd)

L.  INTERPRETATION AND CAPTIONS

1. If any provision of this Coordination Agreement or any of its
Appendices is in conflict with any provision of any prior dated
agreement, the provisions of this Coordination Agreement shall
prevail.,

2. The captions of Articles and Sections of this Coordination Agree-
. ment and its Appendices are for convenience only and shall be
iqnored in construing or interpreting the provisions of this
Coordination Agreement.

M, Audit

1. Notwithstanding any other provision contained herein to the
contrary and in addition to any other rights Central may have
under this Coordination Agreement, Central shall have the right
at any time, but no more often than annually, to audit Authori-
ty's books at Central's expense.

2. Notwithstanding any other provision contained herein to the
contrary and in addition to any other rights Authority may have
under this Coordination Agreement, Authority shall have the
right at any time, but no more often than annuaily, to audit
Central's books at Authority's expense.

N.  COUNTERPARTS

This Coordination Agreement may be executed in any number of original
counterparts. All such counterparts shall constitute but one and the same
Coordination Agreement.

0.  SEVERABILITY

I1f any provision of this Coordination Agreement is held invalid or unen-
forceahle by any governmental authority or court having jurisdiction over the
subject matter hereof, the remaining provisions shall remain in full force and
effect according to their terms and the Parties shall renegotiate in good faith
any provision held invalid or unenforceable in order to reach agreement as to
replacement of or modification to such provision..

P.  GOVERNING LAW

The provisions of this Coordination Agreement shall be construed and
governed in accordance with the laws of the State of South Carolina.

This Coordination Agreement and its Appendices attached hereto may he
changed as required to:

1. Remove any grossly unfair or unjust hurden imposed on either

Party or its customers by operation ¢” any part of this Coordin-
ation Agreement.
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Article XIV. MISCELLANEOUS (cont'd)

2. Comply with rulings of any governmental authority or court having
jurisdiction over the subject matter hereof.

3. Correct any inequities due to inadvertent errors or omissions in
this Coordination Agreement.

N. NOTICES

,Any notice or communication required or permited hereunder shall be effec-
tive when personally delivered or when addressed:

1f to Central: Centra! Electric Power Cooperative, Inc.
Post Office Box 1455
Columbia, SC 29202

If to Authority: South Carolina Public Service Authority
223 North Live Oak Drive
Moncks Corner, SC 29461

and deposited, postage prepaid, certified or regisiered, in the united States
mail. Any such notice so given shall be deemed to have been given on the date
of such deposit of such notice in the United States mail as evidenced by the
postmark on the envelope. Either Party by notice tn the other given as afore-
said may change its mailing address for future notices hereunder.

IN WITNCSS WHERENF, the Authority, pursuant to 2 resolution duly
adopted by its Board of Directors, has caused this Coordination Agreement to be
executed by its President and its seal to be affixed by its Secretary, and
Central, pursuant to a resolution duly adopted by its Board of Trustees, has
caused this Coordination Agreement to be executed by its President and its
corporate seal to be affixed by its Secretary, all as of the day and year first

above written,

Attest: SOUTH CAROLINA PUBLIC SERVICE AUTHORITY

BY

Secretary President

CENTRAL CLECTRIC POWER CDOPERATIVE, INC.

Attest:

BY

Secretary President



APPENDIX A

PROVISINNS RELATING TN
RESNURCE INTERRATION AND
SUPPLEMENTAL POWER SALES

ARTICLE I. DESCRIPTION OF SERVICE

A. SALE AND DELIVERY OF POWER

Subject to the provisions of this Appendix and the Conrdination Agree-
ment, Authority shall sell and deliver and Centra' shell purchase, receive, and
pay tor all of the bulk electric power and energy requirements of Central's
Members in excess of that supplied to Central from bulk electric power supply
resources owned by or otherwise availahle to Central which are the result of
joint planning with Authority and which are part of Authority's generation and
transmission system.

R, SERVICE CHARACTERISTICS AND AVAILABILITY

The bulk electric power supply services provided hereunder shal!
consist of (1) Firm Wholesale Supplemental Capacity and Energy to supplement
power and energy received by Central from Central-owned Capacity Resources, (2)
Reserve Capacity and (3) Back-up Energy for Eligible Capacity Resources of
Central, and Economy Energy services, all as hereinafter defined. A1l capacity
and energy to be furnished hercunder thall be alternating current three-phase,
unrequlated electric service at a nominal frequency of approximately 60 Hertz,
and availahle at the high-voltage bus bars of Authority's step-up substations at
its several fenerating Stations and at the points of interconnection with other
utility companies, but metered at the actual Points of Delivery to Central's
Memhers and adjusted for losses as described hereinafter. The availability of
this service shall be conditioned upon Central's compliance with the general
terms and conditions of this Appendix and the provisions of the Coordination
Agreement.

As provided in the Coordination Agreement, Authority shall transmit
("wheel" or "provide transmission service") across the Authority's transmission
system to Central's Members all of the electric power and energy requirements of
such Members, such transmission service to be provide? pursuant to the terms of
the Coordination Agreement and Appendix B thereto, entitled "Provisions Relating
To Transmission Service."
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APPENDIX A

ARTICLE 11. GENERAL TERMS AND CONDITIONS

A. ESTIMATED AND ADJUSTED BILLINGS

In preparing Monthly Billing Statements for services rendered here-
under, the determination of capacity charges pursuant to Articles VI and VII
herein shall be predicated initially on the basis of the Parties' projections of
the Territorial Peak Demands for each Contract Period and each Party's contribu-
tions thereto pursuant to the Coordination Agreement, and these projections
shalt he used as the basis for billing until the actual data be~omes available.
when actual! Territorial Peak Demand data becomes available for each Contract
Period, the capacity charges hereunder shall be recalculated to reflect such
actual Territorial Peak NDemand data. A special i1l shal! be rendered to Cen-
tral, as soon as practicahle, reflecting the aggregate difference between the
estimated bills previously rendered to Central and recalculated bills based upon
the actua) Contract Period Territorial Peak Nemand data. As between the Author-
ity and Central, whichever Party owes the other as a result of such recalcula-
tion shall make payment to the other as follows: the paying Party may elect to
spread the total amount owed in equal installments over a number of months not
to exceed six (6) nor to extend beyond the period Central takes service here-
under; provided, however, the amount of each such installment except the last
shall not be less than One Hundred Thousand Nollars ($100,000). Such payments
may be reflected as additional charges or credits to succeeding monthly bills,

Additionally, it is recoqnized that due to delays in accounting and
record keeping, actual fuel costs may not be available at the end of each month
in time to allow timely rendering of bills based upon such actual costs. In
consideration thereof, each month Authority shall estimate tne Average Fuel Cost
(as defined be ow) of each Capacity Resource; and as soon as practicable after
the end of the current Monthly Billing Period, Authority shall prepare and
render a Preliminary Billing Statement to Central based on such estimates.
Payment of such Preliminary Billing Statement by Central shall be subject to the
Payment provisions of the Coordination Agreement.

As soon as actual fuel cost data becomes availahle for the current
Monthly Billing Period, a Final Billing Statement shall be calculated using such
actual costs, and the aggregate difference between such Final Billing Statement
and the Preliminary Rilling Statement previously rendered shall be credited or
debited as appropriate to the Preliminary Billing Statement for the next suc-
ceedirg Monthly Billing Period. Central shall provide Authority the actual fuel
costs of Central's generating resources for each Monthly Rilling Period as soon
as practicable after the close of such Monthly Billing Period

B. TEST RATING OF CAPACITY RESOURCES

The Operating Committee shall be responsible for rating and evaluating
each Capacity Resource in order to determine its Net Dependable Capability for
the purposes of this Appendix. Such rating and evaluations shall be made in
accordance with Good Utility Practices (as defined in accordance with the Coor-
dination Agreement) and shall be without recard to ownership so as not to unduly
discriminate between the Parties.

At the request of either Party, any generating unit of the other Party
shall be tested for the purpose of rating such generating unit, and representa-
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APPENDIX A

tives of the requesting Party may be present to observe such test. The costs of
such test shall he borne by the requesting Party if the requested test results
in a rating not more than five percent (5%) above or below the rating thereto-
fore utilized. [If the evaluation of the requested test results in a rating
which is in excess of five percent (5%) either above or below the rating there-
tofore utilized for such resource, then the owner of such generating unit shall
bear the costs of such test, and the resulting rating shall be utilized for the
next monthly billing hereunder and thereafter until the next testing and rating.

o£, MAINTENANCE SATURATION

For the purposes of this Appendix, the inteqrated system of Authority
and Central shall be deemed to be "Maintenance Saturated" during a Contract Year
if the Planning Committee determines that capacity was added to the system for
the reason that Authority or Central, in order to maintain adequate operating
reserve margins at other times during the Contract Year, have planned or sche-
duled outages for the routine maintenance of one or more generating resources
for the time of the expected Annual! Territorial Peak Demand. However, such
determination shall be made without regard to generating units not operated by
one of the Parties or generating units over which the Parties otherwise have no
control with respect to the scheduled maintenance thereof.

In any Contract Year during which the Planning Committee determines
that the combined system of Authority and Central is Maintenance Saturated, the
determination of the Territorial Reserve Margin for the Contract Period in which
the Annual Territorial Peak Demand occurred shall be adjusted upward or downward
only for the purposes of determining Central's Reserve C3pacity Reguirements
pursuant to Article VII, Section A, herein to properly account for the Net.
Dependable fapability of those Capacity Resources or portions thereof which were
added to the system in consideration of such Maintenance Saturation.

D. OTHER TERMS AND CONDITIONS

A1l service provided hereunder shall be pursuant to and in accordance
with the provisions of the Coordination Agreement.
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APPINDIX A
ARTICLE 111. DEFINITIONS

For the purposes of this Appendix and unless otherwise defined herein,
the following terms shall be defined as follows:

Contract Perind: Either a Summer Contract Period or a Winter Contract
Period. A Summer Contract Period shall be the period beginning 12:01 a.m. on
July 1 and ending 12:00 midnight on the following December 31. Winter Contract
Period shall be the period beginning 12:01 a.m. on January 1 and ending 12:00
midnight on the following June 30.

fonrdination Agreement: The "Power System Coordination and Integra-
tion Agreement” between South Carolina Public Service Authority and Central
Electric Cooperative, Inc., to which this Appendix A is attached and made a part
of.

Fligible Capacity Resource: A Capacity Resource of Central for which
Central has met the notice requirements and other conditions specified in the
Coordination Agreement.

Firm Purchases: FElectrica’ capa-.ty and energy purchases frum another
party, generally not from specific or designated generating units, which are
intended to have associated with them sufficient reserve capacity so as to be
continuously available except during the most severe emergencies. For the
purposes of this Appendix, Firm Purchases from others must carry a level of
reserves or reliahility at least equal to those of the overall combined Author-
ity-Central System.

Net Nependahle Capability: The maximum net dependable generation
output level in meqawatts, oxclusive of station use, that can reasonably he
expected to he maintained by such Capacity Resource during peak demand periods.
Such Met Dependable Capability chall be determined or adjusted for losses sc as
to reflect the net maximum power available fran such Resource at the bus har at
the high-voltage side of the associated Generating Station substation if such
Capacity Resource is a generating unit or units located on the intergrated
transmission system of Authority and Central. If such Capacity Resource is the
availability of capacity and energy purchased from another utility system, the
Net Dependable Capability shall reflect the net maximum power available at the
time of the annual peak demand of the integrated Authority-Central System at the
point or points of delivery of such power and energy to the Authority's system.

peak Period: Either a Summer Peak Period or a Winter Peak Period. A
Summer Peak Period shall be the period beginning 12:01 a.m. on June 1 and ending
12:00 midnight on the following November 30. A Winter Peak Period shall be the
period beginning 12:01 a.m. on December 1 and ending 12:00 midnight on the
following May 31.

Territorial Reserve Marain: During either the current Winter or
Symmer Contract Period, the amount, if any, by which the aggregate sum of the
Net Dependable Capabilities of the Canacity Resources of Authority and the
Fligible Capacity Resources of Central exceed the Territorial Peak Demand for
such Contract Period. The Territorial Reserve Margin may be expressed as 2
percent of the Territorial Peak Demand less the Net Dependable Capahilities of
the Firm Purchases of Authority and the Eligible Firm Purchases of Central,

Fxcept as specifically provided to the contrary, all other terms used
herein shall be as defined in the Coordination Aqreement and the other Appen-
dices thereto.
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APPENDIX A

ARTICLF 1V. DETERMINATION OF CAPACITY AND ENERGY REQUIREMENTS

A. TERRITORIAL CAPACITY AND ENERGY REQUIREMENTS

The Territorial Demand in each hour shall be the total net one-hour
integrated kilowatt demand on the integrated transmission system of Authority
and Central during such hour as metered or measured at the high-voltage bus bars
of the various generating station substations of the integrated system and at
the bus bars at the Authority's side of the points of interconnection with other
utildty systems. If Authority deems it impractical to meter or measure all or
portions of the Territorial Nemand at one or more such points, Authority may
meter or measure such net energy input where practical, and the resulting
readinqs or measurements shall be adjusted appropriately to compensate for
losses between the points of actual metering or measurement and the high-voltage
bus bars of the fenerating Station substations and/or the bus bars on Authori-
ty's side of points of interconnection with other utility systems.

The Territorial Energy Requirement for any period of time (e.qg., 2
month) +hall be the aggregate sum, in kilowatt-hours, of the Territorial Demands

for the hours comprising such time period.

The Territorial Peak Nemand for each Contract Period shall be deter-
mined as follows: the Summer Yerritorial Pear Demand shall be the maximum
Territorial Demand occurring during the most current Summer Peak Period; the
Winter Territorial Peak Demand shall be the maximum Territorial Demand occuring
during the most current Winter Peak Period.

The Annual Territorial Peak Demand shall be the maximum Territorial
Demand occurring during the then current Lontrect Year.

R. CENTRAL'S CAPACITY AND ENERGY REQUIREMENTS

Central's Tota! Demand in each hour shall be the total combined coin-
cident one-hour integrated kilowatt demand of Central and Central's Members
during such hour as metered or measured at the Points of Delivery in accordance
with the Coordination Agreement. Central's Total Camand in each hour shall be
further adjusted for losses between the Points of Delivery and the high-voltage
bus bars of the various generating station substations of the integrated system
and at the bus bars at the Authority's side of the points of interconnections
with other utility systems in a manner to be determined from time to time by the

Planning Committee.

Central's Total Energy Requirement for any time period (e.g., 2 month)
shall be the aggregate sum, in tiTowatt-hours, of Central's Demands for the

hours comprising such time period.

Central's Coincident Peak Nemand shall be Central's Total Demand
occurrina at the time of the occurrence of the Contract Period Territorial Pea:
Demand for the then current Contract Period.

Central's Annual Coincident peak Nemand shall be Central's Total
Demand occurring at the time af the occurrence of the Annua! Territorial Peak

Demand for the then current Contract Year.
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C. AUTHORITY'S CAPACITY AND ENERGY REQUIREMENTS

Authority's Net Demand in each hour shail be determined as (i) the
Contract Period Territorial Demand in such hour, less (ii) Central's Total
Demand, adjusted for system losses, in such hour.

Authority's Net Energy Requirement for any time period shall be deter-
mined as (7) the territorial tnergy Reguirement for such time period, less (i1)
Central's Total Energy Requirement, adjusted for system losses, for such time
period.

Authority's Coincident Peak Demand shall be Authority's Net Demand
occurring at the time of the contract Period Territorial Peak Demand for the
then current Contract Period.

Authority's Annual Coincident Peak Demand shall be Authority's Net
Demand occurring at the time of the Annual Territorial Peak Demand for the then
current Contract Year.
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ARTICLE V. ENERGY AND FUEL COST ACCOUNTING

A. NET GENERATION AND COSTS

1. The Net Generation of a Capacity Resource during any time period
shall be the net one-hour integrated demand, exclusive of station use, generated
or proauced from such Capacity Resource during such time period that is avail-
able from such resource as input into the integrated Authority-Central transmis-
sion system. Such Net Generation shall be metered or measured at the high-
voltdge bus bars of the various Generating Station substations in the case of
generating units or at the points of delivery to Authority's system in the case
of purchased power Capacity Resources. If Authority deems it impractical to so
meter or measure the Net Generation of a Capacity Resource at such points, such
Net Generation may be metered or measured where practical and adjusted appropri-
ately to compensate for losses between the actual point of metering or measure-
ment and the high-voltage bus bar to the Gererating Station substation or the
points of delivery to the Authority's systenm,

2. The Net Fuel Cost of a Capacity Resource during any time period
shall be determined as follows:

The Net Fuel Cost of a generating unit shall be the dollar cost of
fuel burned or used during such time period, as recorded in Accounts 501, 518,
or 547. The Net Fuel Cost of a purchased power resource or transaction shall be
the total net cost of the energy, exclusive of demand and station or customer
charqes, received through or fram such resource during such time period as
crated in the statements, hills, or invoices received for such purchases. If
such statements, hills, or invoices do not explicitly state such net cost of
energy associated with such purchases, net cost of energy shall be estimated in

a manner similar to the manner in which the Net Fuel Costs of generating units
are determined.

1f either Party hereto is subject to the South Carolina State Genera-
tion Tax, or any similar tax or sum in lieu thereof, the Net Fuel Cost of each
Capacity Resource of such Party shall be increased for the purposes of this
Appendix so as to account for such tax.

3. The Average Fue! Cost of each Capacity Resource during each month
shall he the Net Fuel Cost of such Capacity Resource during such month divided
by the Net Generation of such Capacity Resource during such month, both as
defined above. '

4. It is recognized that fram time to time Authority may enter into
power and energy transactions with other utility systems, such transactiocns
representing sources Or uses of energy not represented or otherwise reflected as
Capacity Resources in the Capacity Resource List. In order to account for any
such transaction, the Net Generation and Net Fuel Cost of each such transaction
shall be determined in such a manner similar to those for Capacity Resources as
hereinabove described.

In the case of a purchase of energy by Authority, such transaction
shall be treated during the current month as a Capacity Resource having a Net
Nependable Capability of zero and included in the Resource Classification List
at a position directly below that Capacity Resource having an Average Fuel Cost
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most nearly equal to bhut not less than that of such transaction. In the case of
a sale of energy by Authority, the Net Generation and Net Fuel Cost of the
Capacity Resource or Resources having an Average Fuel Cost most nearly equal to
that associated with such sale shall be reduced by the Net Generation and Net
Fuel Cost, respectively, associated with such sale.

This procedure notwithstanding, if an energy transaction with another
utility system can otherwise be identified as being directly associated with one
or more particular Capacity Resources, then the Net Generation and Net fenera-
tionsCost nf such particular Capacity Resource or Pesnurces shall he increased
or reduced hy the Net Generation and Net Fuel Cost, respectively, of such trans-
action,

5, The Variahle Nperation and Maintenance Rate of each Capacity
Resource shall be the estimated average annual Variable Operation and Mainten-
ance Expenses per kilowatt-hour of Net Generation as determined in the case of
Authority's Capacity Resources for each Contract Year from Authority's Cost of
Service Study for the then current Contract Year in accordance with Exhibit 111
attached hereto. The Variable (peration and Maintenance Rate for Central's
Capacity Resources shall be determined in the same manner as then currently used
by Authority and Authority's Capacity Resources.

6. The Incremental Cost of each Capacity Resource in each month
shall be the sum of (1) the Average Fuel Cost of such Pesource during such month
and (ii) the Variahle Operation and Maintenarce Rate for such Resource for th2
current Contract Year, both expressed as mills per kilowatt-hour.

R. RESOMIRCT L IST

For each month, there shall be prepared a Pesource List. The Resource
List shall be a list of the Capacity Resources nf Authority and Tentral arranged
in ascending order of Incremental Cost so that the Capacity Resource Towest on
the List shall he that Capacity Resource with tihe Lowest Incremental Cost and
the Capacity Resource at the top of the list will be that Capacity Resource with
the highest Incremental Cost.

Ca ENFRGY ACCOUNTING

1. The Fxpected Generation of each Capacity Resource of each Party
in each hour shall Be determined as follows. The Expected Generation of the
fapacity Resource lowest (compared to other Capacity Resources of the Party) on
the Resource List shall be the lesser of (i) the Net Dependahle Capability of
such Capacity Resource, and (ii) the Nemand, appropriately adjusted for losses,
of such Party during such hour. The Expected Generation of each successive
Capacity Resource of such Party <hall be the lesser of (i) the Net Dependahble
Capability of such Capacity Resource, and (ii) the amount, if any, by which <uch
Party's total Demand, appropriately adjusted for losses, in such hour exceeds
the aggregate sum of the Fxpected neneration of all other Capacity Resources nf
the Party below or lower than such Capacity Resource in the Resource List.

2. The Surplus Generation of a Capacity Resource in each hour shall
be the amount, if any, by which the actual Net Generation of such Resource
during such hour exceeds the Expected Generation of such Resource during such
hour.
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r, 9 The Replacement Energy Requirement of a Capacity Resource in each
hour shall be the amount, ¥ any, by which the Expected Generation of such
resource in such hour excreds the actual Net Generation of such Resource in such
hour,

4. For the purposes of determining Rack-up and Economy Energy trans-
actions between the Parties, the Replacement Energy regquired by each capacity
Resource shall be deemed to be supplied from those Capacity Resources having
surplus Generation ‘n the following manner. Starting at the top of the Resnurce
Listeand nroceeding to the hottom, the Replacement Fnerqgy for the Capacity
Pesource highest on the Resource List which has a Peplacement Fnerqy Requirement
shall he dremed to he supplied fran the Surplus Generatinn or portions thereof
of the Capacity Resource or Resources highest on the Resource List from which
Surplus Generation is available. Replacement Energy for each next succeeding
fapacity Resource having a Replacement Energy Requirement shall be deemed to be
supplied from the Surplus Generation or portions thereof of the Capacity Re-
source or Resources next higher on the Resource List fram which such Surplus
Generation is available and not previously used to provide such Replacement
Enerqy for another Capacity Resource.

N.  BACK-UP AND ECONOMY SERVICES

When Replacement Energy for a Capacity Resource of one Party is sup-
plied (in the manner hereinabove described) from one or more Capacity Resources
of the other Party higher on the Resource List than the Capacity Resource for
which such Replacement Energy is thus supplied, such Replacement Energy shall be
deemed Rack-up Fneray purchased by the former Party from the latter. The price
for such Rark-up Fneray purchase shall be at the current Incremental Cost in
mills ner k1lowatt-hour of the Capacity Resources providing such Back-up Energy.

When Replacement Energy for a Capacity Resource of one Party is sup-
plied (in the manner hereinabove described) from one or more Capacity Resources
of the other Party lower on the Resource List than the Resnurce for which such
Replacement Enerqy is thus supplied, such Replacement Enerqy shall be deemed
Fconomy fneray purchasen by the former Party from the latter. The price for
such tconomy inerqy purchase shall be one-half (1/2) of the sum of (i) the
current Incremental Cost of the Capacity Resource for which such Economy Energy

; purchased and (ii) the current Incremental Cost of the Capacity Resources
from which such Economy Energy is supplied.
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ARTICLF V1. FIRM SUPPLEMENTAL PURCHASES

Central shall purchase and receive fram Authority all of Central's
Supplemental Power and Fnergy Requirements, as defined herein, and pay Authority
for such purchases at the prices determined in the manner described hereinbe! ow.

A. CENTRAL'S SUPPLEMENTAL DEMAND AND ENERGY RENUIREMENTS

. fentral's Supplemental Demand in any hour shall bhe th. amount, i€ any,
hy which onfral’s Total Demand in such hour exceeds the aggregate sum of the
Ne* Dependahle Capabilities of all of Central's Eligible Capacity Resources.

Cfent-1l's Supplement al Power Rilling Nemand shall be determined as
follows: for each month of a Summer Contract Period, Central's Supplemental
Power Rillina Nemand shall be Central's Supplemental Demand which occurred at
the time of the most recent Summer Territorial Peak Demand; for each month of a
Winter Contract Period, Central's Supplemental Power Billing Demand shall be
Central's Supplemental Demand which occurred at the time of the most recent
Winter Territorial Peak Demand.

Central's Supplemental Energy Requirement for each Monthly Billing
Period shalT he the amount, 17 any, by which Central's Total Enerqy Requirement
for such Monthly Billing Perind exceeds the aggregate sum of the Expected Gener-
ation of all of Central's Capacity Resources for such Monthly Billing Period.

n. PRICES FOR FIRM SUPPLEMENTAL POWER AND ENERGY

1. Supplemental Capacity

The price per kilowatt of Central's Supplemental Power Rilling Demand
snall be determined in the following manner:

a. Prior to the heginning of each Contract Year pursuant 1o

Article V Section D of the Coordination Agreement, Authority shall prepare or
have prepared a Cost of Service Study to detemine its proiected Annual Revenue
Requirements as functionalized or classified as between the following classifi-
cations:

(i) Production Demand Costs

{ii) Production Energy Costs

(111)Transmission Costs

{iv) Distribution Costs

(v) Customer Accounting Costs

(vi) Customer Information and Sales Costs

(vii)Other Costs

b. Such Cost of Service Study shall be prepared in accordance
with the Partial Requirements Cost of Service Methodology attached hereto as
Exhibit 1.

c. Such Cost of Service Study shall be presented to Central for
Central's review not later than two hundred seventy (270) days prior to the
beginning of such Contract Year, and Central shall have ninety (90) days to
review such study and submit Central's comments thereon for consideration Dy
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Authority. Authority shall consider such comments at a regularly scheduled
meeting or, at Authority's option, at a specia’ meeting of its Board of Direc-
tors prior to the beginning of the Contract Year.

d. BRased on such Cost of Service Study as it may be revised
pursuant to this Exhibit and Section D of Article V of the Coordination Agree-
ment, Authority shall determine the price per kilowait of Firmm Capacity in
accordance with Exhibit 1] attached hereto, and such price per kilowatt of fimm
Capatity shall apply to each kilowatt of Central's Supplemental Power Rilling
Nemand.,

- Supplemental Energy

The price per kilowatt-hour of Central's Supplemental Energy Require-
ment in each Monthly Billing Period shall be the sum of (1) Authority's Monthly
Fuel Cost in mills per kilowatt-hour and (i1) Authority's then current Produc-
tion Energy Charge Rate in mills per kilowatt-hour, both as determined in the
following manner:

a. Authority's Average Monthly Fuel Cost in each Monthly
Rilling Period shall be determined by the following formula:

F= [Fm/Gm1 x [1/(1-¥)]
Where:

F=  Average Manthly Fuel Cost in mills per kilowatt-hours,
rounded to the nearest one-thousandth of a cent.

F o Authority's total fuel ccst for the current Monthiy Billing
Period, and such costs shall include the following:

(a) the cost of fossil and nuclear fuel burned or used in
Authority's own plants and Authority's share of foss?l
and nuclear fuel burned or used 'n jnintly owned or
leased nlants as such costs are recorded in Accounts
501, 518, and 547, plus

(h) the actual identifiable fossil and nuclear fuel cos”
associated with energy purchased for reasons other than
identified in (c) 2elow, plus

(¢c) the et energy cost of energy purchases exclusive of
capacity or demand charge (irrespective of the designa-
tion assigned to such transaction) when such energy 12
purchased on an economic dispatch basis. Included
therein may he such costs as the charges for econany
energy purchases and the charges as a result of sched-
uled outage, all such kinds of energy being purchascd
by the Authority to substitute for its own higher cost
energy; and less
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(d) the cost of fossil and nuclear fuel recovered through
inter-system sales including the fuel cost related to
economy energy sales and other energy sold on an eco-
nomic dispatch basis.

G = Authority's total Net Generation for the current Monthly
Ri11ing Period which shall be equated to the sum of (1)
generation, (i1) purchases, (iii) intercnange in, less (1v)
enerqy associated with pumped storage operations, less (v)
inter-system sales refarred to in Fm (d) above.

k= Authority's Allowance for Capital Improvements, expressed 2as
a decimal fraction, which was included in Authority's Cost
of Service Study, referenced in Subsectinn 1 of Section B of
this Article VI, for the then current Contract Year.

The determination of F_ and G_ herein shall reflect appropriate
credits (charges) for sales (purchase?) by Allthority to (from) Central of Back-
up and Economy tnergy pursuant to Article VI herein.

b. Authority's Production Energy Charge Rate for each Contract
Year shall be determined from Authority's above referenced Cost of Service Study
for the then current Contract Year in accordance with Exhihit 111 attached
hereto.
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ARTICLFE V11, RESERVE CAPACITY CHARGES

In consideration of Authority's providing Back-up Energy services for
Eligihle Central-owned Capacity Resources, Central shall purchase and pay for
Reserve fapacity associated with such Back-up Energy services in the manner set
forth hereinafter.

A. Central's Reserve Capacity Requiremont

. Central's Reserve Capacity Requirement in each Monthly Billing Perina
shall he (T) the aggrenate sum of the Net Dependablc Capahilities of Central's
Eligible Capacity Resources other than Firm Purchases, multiplied by (i) the
then current Territorial Reserve Margin expressed as & decime! fraction.

R. Price for Reserve Capacity

The price per kilowatt of Reserve Capacity purchases fram Authority
shall be determined fram Authority's above referenced Cost of Service Studv for
the then current Contract Year in the manner set forth on Exhibit I! attached
hereto.
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ARTICLE VIII, MONTHLY BILLING STATEMENT

A Monthly Billing Statement shall be prepared and rendered for ser-
vices provided hereunder for each Monthly Billing Period. Each such Monthly
Billing Statement, prepared and rendered in accordance with the provisions of
Article 11, Section A, hereof, shall reflect the monthly charges for

(a) Firm Supplement:’ Power and Energy purchases by Central,
. (b) Reserve Capacity purchases by Central, and
(¢) Back-up and [conomy Energy purchases Dy Central.

Each such Monthly Billing Statement shall also reflect any credits for
Back-up and Fconomy Energy purchases by Authority from Central so that to the
extent possible a net bili is rendered. When, however, that Monthly Bill re-
flects a net credit due Central, Authority shall render payment to Central for
such credit within ten (10) days, and, in such event, Authority shall be subject
to the late payment provisions of Article XII, Section C, of the Coordination
Agreenent.
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EXHIRIT 1|

APPENDIZX A

COST OF SERVICE METHODOLOGY

The purpose of this Methodology is to describe the methods of func-
tionalization of AQuthority's costs to be used in developing annual Cost of
Service studies pursnant to Appendices A and B to this Power System Coordinatio:
and Integration Agreement (“"Coordination Agreement”).

As used herein, "functional classification™ or "function” shall refer
to one of the following categories or classifications of costs:

(i) Production Nemand
(i1) Production Energy
(i11)Transmission
(iv) Distribution
(v) Customer Service

Except as otherwise specifically provided herein, the uses of such
functional classificaions herein shall be consistent with the uses of such
classifications contained in the Uniform System of Accounts and as used in
accordance with Good Utility Practice.

As used herein, the term "functionalization" shall mean the assignment.
or allocation of Authority's costs to and between such functional classifica-
tions.

1. OPERATION AND MAINTENANCE EXPENSES

A. Production Q&M Expenses

1. Fuel Expenses - 95% allocated by energy sales, 5% associated
with spinning reserves allocated by demand.

2.  Purchased Power Expenses shall pe functicnalized into Pro-
duction Demand and Production Energy components as the basis
of the then current rates and charges under which such power
is to be purchased by Authority.

3. Other Production 0&M Expenses - 65% of such expenses shall
Be assigned to the Production Demand function and the re-
mainder to the Production Energy Component; provided, how-
ever, this functionalization shall be subject to refinement
as the result of more detailec analyses or studies at such
time as the Authority determines, pursuant to such studies,
that such functionalization is no longer appropriate.

8. Transmission N&M Expenses shal! be assigned to the Transmission
function.

C. Distribution N&M Expenses shall be assigred to the Distribution
function.
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D. Customer Accounting Experces shall be assigned to the Customer
Accounting function.

E. Customer Service and Informational Expencss shall be assigned tn
the Customer service function. I

F. Sqles Fxpenses shall be assigned to the Customer Service func-
tion.

6. Administrative and heneral Expenses shall be allocated to func-
tional classifications in proportion to the Wages and Salaries
included in Operation and Maintenance Expenses other than Admin-
istrative and General [xpenses assigned or allocated to such
funct ional classifications in the manners hereinabove described,
provided, however, to the extent that the test-year prajections
of such Operation and Maintenance Expenses are not in sufficient
detail to so identify such Wages and Salaries, then historical
ratios of such Wages and Salaries may be used as the basis for
this functionalization.

11. Sums in Lieu of Taxes

A. Payments to Municipalities of sums in lieu of franchise payments or
fees shall be assigned to the Distribution function.

A11 other payments to governmental agencies shall be assigned to the
Product ion Nemand function. The amount of Payments to the State of
South Carolina included in any test-year Cost of Service study shall
not exceed the lesser of the amount included in the tast year as to
the Payment to the State cr 10% of the balance projected in that test
year's linc item entitled "Ralance Available for Payment to the State,
Renewals, Replacements, Capital Additions to Plant and for Other
Lawful Purposes," or items similar thereto; provided, however, that
all items included in that line item are related to the generation,
transmission or distribution of electric power and energy and pro-
vided, further, that no additional reserve contingency items or
similar reservations of revenues that are not as of the date of this
Agreement included in "Balance Availahle for Payments to the State,
Renewals, Replacements, Capital Additions to Plant and for other
Lawful Purposes," shall be included in this item in determining the
cost of service or rates to he charged.

111. Debt Services and Lease Payments

Interest expense and principal paid on debt (collectively, "Debt
Service”) shall first be allocated to the piant classifications of Produc-
tion, Transmission, Distribution, and General, as reflected in the Uniform
System of Accounts, on the basis of the application or utilization of the
proceeds of such debt. Lease Payments shall first be allocated to such
plant classifications on the basis of the utilization and classification of
the corresponding leased facilities so that payments for the lease of
facilities which are recordable as Production Plant facilities, Transmission
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Plant facilities, NDistribution Plant facilities, and General Plant
facilities shall be classified accordingly.

Deht Service and Lease Payments thus classified as Production,
Transmission, and Distribution Plant-related shall be assigned to the
Production Demand, Transmission, and Distribution functional classifi-
cations, respectively. The Debt Service ard Lease Payments classified
as General Plant-related shall be functionalized in proportion to the
functionalization of Administrative and General [xpenses as described
hereinabove.

Working Capital Allowance

An allowance to provide to Authority additional working capital
required on a year-to-year basis shall be included in the cost of
service. This allowance is formulated to allow Authority to increase
its working capital annually in an amount equal to one-2ighth of the
increase in its annual Operation and Maintenance Cxpenses other than
purchased Power Expense, Nuclear Fuel Expense, and Lease Payments, if
any, during the test period over the immediately preceding 12-month
period. This Working Capital Allowance shall be allocated to function-
al classifications on the same basis as the corresponding O&".

Nther lncome and Revenues

Miscellanenus Nther Incone and Revenues received by Authority
other than for Sales or tlectricity shall be functionalized and cred-
ited tn each functional classification sn as to reflect the funct ional
classifications of the activities giving rise to such Income and Reve-
nues.

Allowance for Capital Improvements

Authority sho11 be entitled to include in the cost of service an
allowance for trinsfers to Authority's Canital Improvement Fund, which
allowance shall not in total exceed the greater of (i) eight and one-
half percent (8.5%) of Authority's Operating Revenues and other Income
or (ii) seventy-five percent (75%) of the total Debt Service included
in such cost of service study.

Deht Service Coverage

Notwithstanding any other provisions of this Agreement, should
the Authority's five-year projections disclose that its debt service
coverage will be less than 1.75 during one or more years of such five-
year period, the Authority may increase Central's Allowance for Capital
improvements sufficient to maintain a debt service coverage of 1.75 in
each such year; provided, however that such increase shall not exceed
the angregate averaqge Allowance for Capital Improvements (expressed 2s
a percentage of Debt Service charges) included in the Cost of Service
Study from which the Authority's other rates were developed, excluding
from such limitation, however, certain Authority contracts in existence
as of the effective date of this Agreement wherein the Allowance for
Capital Improvements may not be exceeded.
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Reserve Capacity Price for fach Contract Year

L;:i Description Amount Notes and References
1. Total Production Fixed Costs $ €C.0.S. Study
2. Agqqregate Monthly Installed ko Schedule €, Line 14
Capacity Column (c)
3. lnreserved Capacity Rate $/kW  Line ]l & Line 2
4. Reserve Capacity Price $/kW Line 3
Schedule B
Firm Capacity Pr,.2 for Each Contract Period
Line
M. Nescription Amount Notes and References
1. Unreserved Capacity Rate $/kW  Schedule A, Line 3
2. Territorial Reserve Margin i
3. Firm Capacity Price t/kWw Line 1 x [1.00 + (Line 2+100)]
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Line Existing Additions Total
No. Month (W) () (M)
' (a) ) (c)
1. July
r 8 August
3. September
4, October
5. November
6. December
y January
8. February
9. March
10. April
11. May
12. June
13. Aggreqate Monthly Installed
Capacity (MW's)
14, Aggregate Monthly Installed

Capacity (KW's)
(Line 13 X 1000)
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Production Projected Variable
Variable Costs* Net Generation 0&M Rate
[KWH) (Mil1Ts)
(a) (b) (¢)

Generating Resources:

Total Resource Costs

Other Variable Costs

Total Production Energy

Charge Rate

Reference:

1. Columns (a) and (b) data obtained from Cost of Service Study.

2. Column (c) = Column (a) ¢ Column (b).

* Excluding Fuel.
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APPENDIY P

PROVISIONS RELATING TO TRANSMISSION SERVICE

ARTICLE I. DESCRIPTION OF SERVICE

A. CHARACTER OF SERVICE

The service provided hereunder ("Transmission Service") shall be the
transmission of electric power and energy over Authority's transmission system
froms(1) the high-voltage bus bars of the various generating station substations
of Authority, (2) Authority's side of points of interconnection with other
utility systems, and (3) points of receipt by Authority on its transmission
system of electric power and energy frc. Central-owned generating facilities or
electric power and energy otherwise delivered by Central to Authority for Trans-
mission Service hereunder, tn (a) existing Delivery Points of Central's Members
and (b) such other Delivery Points as may be established on the integrated
Authority-Central transmission system pursuant to the Coordination Agreement.

All electric power and energy delivered hereunder shall be alternating
current, three-phase, unregulated, at a nominal frequency of approximately 60
Hertz and at a nominal standard voltage generally available in the area of each
NDelivery Point.

B. APPLICABILITY

This Appendix shall be applicable to all electric power and energy
supplied to Central and Central's Members, as sucn Members are defined in the
Coordinatinn Agreement.

C. AVAILARILITY

Transmission Service hereunder is available throughout the service
area referenced in the Coordination Agreement at the existing Delivery Points of
Central's Members, at the existing points of interconnection between Authority's
and Central's transmission systems, and at such future points of interconnection
and such future Delivery Points to which the Parties may agree in accordance
with the Coordination Agreement.
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ARTICLE 11. GENERAL TERMS AND CONDITIONS

A. BRILLING AND PAYMENT

Monthly Billing Statements for Traasmission Service hereunder shall be
prepared as hereinafter provided and rendered monthly to Central by Authority.
Payment by Central of amounts due in accordance with such Mgnthly Billing State-
ments shall be made pursuant to the terms, conditions, and provisions of the
Coorginatirn Agreement.

B. ESTIMATED AND ADJUSTED RILLINGS

In preparing Monthly Billing Statements for services rendered, tne
determination of Transmission Nemand Charges pursuant to Article III, Section A,
herein shall be predicaied initially on the basis of the Parties' proiections of
the Annual Territorial Peak Demand for the then current Contract Year and each
Parties’' contribution thereto, and these projections shall be used as a basis
for billing until actual Annual Territorial Peak Demand dsta becomes available.
When actual Annual Territorial Peak Demand data becomes available for the con-
tract year, the Demand Charges hereunder shall be recalculated to reflect such
actual dzta. A special bill shall be rendered to Central, as soon as practica-
ble, reflecting the aggregate difference between the estimated bills previously
rendered to Central and the recalculated bills based upon the actua! contract
year Annual Territorial Peak Nemand data. As hetween Authority and Central,
whichever Party owes the other as a result of such recalculation shall make
payment(s) to the other as follows: the paying Party may elect to spread the
total amount owed in equal! installments over a number of months not to exceed
six (A) nor *o extend heyond the period Central takes service hereunder, pro-
vided, however, the amount of each such installment except the last shall not
less than Nne Hundred Thousand Nollars ($100,000). Such nayments may be re-
flected as additional charges or credit to succeeding Monthly Billing State-
ments.

r
L]

C. ACCESS FOR AUTHORITY EMPLOYEES

Authority shall have the right and privilege tn enter the premises of
Central and Central's Members at all reasonable times for the purposes of read-
ing meters, inspecting or repairing apparatus used in connection with service
hereunder, removing Authority's property or for any other purposes to carry on
the work of Authority in connection with the delivery of power and energy hereunder,
and to do all things necessary and expedient in the proper operation of Authority's
system. In exercising such right and privilege, Authority shall assume all
liability for damage or personal injury caused by negligence of Authority.

D. CONTINUITY OF SERVICE

Authority shall exercise due care and diligence to provide Transmis-
sion Service hereunder free fram interruption; provided, however, the Authority
shall not be responsible for any failure to provide such service, nor for inter-
ruption, reversal, or abnormal voltage of the supply, if such failure, inter-
ruption, reversal, or abnormal voltage is without negligence on Authority's
part. Whenever the integrity of Authority's system or the supply of electricity
is threatened by conditions on Authority's system, on Central's system or that
of Central's Memhers, or on the systems with which Authority or Central are
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directly or indirectly interconnected, or whenever it is necessary or desirahle
to aid in the restoration of service, Authority may, in conformance with fGood
tility Practice, curtail or interrupt electric service or reduce voltage to
some or all of Central's Members and such curtailment, interruption, or reduc-
tion shall not constitute negligence by Authority.

E. LIABILITY

fentral expressly agrees to indemnify and save harmless and defend
Authqrity acainst all claims, demands, costs or expense for loss, damage, or
injury to persons or property in any manaer directly or indircctly connected
with or growing out of the generation, transmission, or distribution of electric
energy on (entral's side (or that of a Member of Central) of any Nelivery Poinm,
unless such claim or demand shall arise out of or result from negligence or
willful misconduct of Authority, its agents, servants, or employees.

F. DEFINITIONS

Except as specifically provided tc the contrary, all tems used hercin
shall be as defined in such Coordination Agreement and the other Appendices
thereto.

“roordination Agreement” as used herein shall be the "Power System
foordination and Tnteqration Agreement” hetween South Carolina Public Service
Authority and Central Electric Power Cooperative, Inc., to which this Appendix B
is attached and made 3 part of.

Far pu-poses of the Cost of Service Study referenced in Exhibit 11 of
Appendix A of th Cnordination Aqreement the temm "wholesale flassificatinn”
refers to those | lassifications to which "sales for resale” are made by Av.hori-
ty: namely; Central, Memhers of Central, and Municipals. "Retail Classifice-
tion" refers to those classifications to which “sales to the ultimate user” are
made by Authority: namely; the Authority's Commercial, Industrial, the Mili-
tary, Street Lighting, and other miscel laneous retail customers.

G. OTHER

Additionally, all service provided hereunder shall bhe in accordance
wi.. and pursuant to the provisiens of the Coordination Agreement.



ARTICLE I11. CHARGES FOR TRANSMISSION SERVICE

A. MONTHLY BILLING STATEMENT

Each Monthly Billing Statement for Transmission Service hereunder
shall include (1) Transmission Demand Charges and (2) Delivery Service Charges, |
both as determined in the manner hereinafter set forth. |

B.  TRANSMISSION DEMAND CHARGES

Transmission Nemand Charges in each month shall he determined as (1)
Central's Annual Coincident Peak Demand less the SEPA capacity allotment of
Central's Members, as adjusted for losses, for the then current Contract Year,
as defined in Appendix A of the Coordination Agreement multiplied by (2) Author-
ity's Transmission Service Demand Charge, as determined in the manner set forth

hereinafter.

Pursuant to the aforementioned Appendix A and Article V Section D of
the Coordination Agreement, prior to the beginning of each Contract Year, Au-
thority shall prepare or have prepared a Cost of Service study to detemine its
pre ected Annual Revenue Requirements as functionalized or classified as between
the followina classifications:

(i) Production Nemand Costs

(ii) Production Energy Costs
(1ii)Transmission Costs

(iv) Distribution Costs

(v) Customer Accounting Costs

(vi) Customer Information and Sales Costs
(vii)Other Costs

From such Cost of Service Study, Authority's Monthly Transmission
Service Deiand Charge, in dollars per kilowatt, will be determined as one-twelfth
of the quorient obtained by dividing the total Annua’® Transmission Costs deter-
mined pursuant to such Cost of Service Study, by the then projected Annua!
Territorial Peak Nemand, as such Annual Territori3l Peak Demand, less the SEPA
capacity allotments of Central's Members and other Autherity Customers, as
adjusted for losses, is defined pursuant to the aforementioned Appendix A of
the Coordination Agreement. Such Monthly Transmission Service Demand Charge, 1n
dollars per kilowatt, shall apply throughout the Contract Year.

B. DELIVERY SERVICE CHARGES

From the aforementioned Cost of Service Study, the Authority shall
determine those components of the cost classifications of (1) Distribution
Costs, (2) Zustomer Accounting Costs, (3) Customer Information and Sales Costs,
and (4) Other Costs which are directly associated with service to Central and
Central's Members and delivery of power thereto or which are reasonghly allo-
cable to such service and delivery. Such determinations shail be made in ac-
cordance with the provisions of Exhibit | of the aforementinrad Appendix A, and
the Nelivery Service Charges for each month shall be one-twelfth of the agare-
gate sum of such components so assigned or allocated to Central.
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APPENDTY £

PROVISIONS RELATING
TRANSMISSION NPERATION AND MAINTENANCE

ARTICLE I. GENERAL
2. CONRCINATION AGREEMENT

This Appendix i1s attached to and is a part of the "Power System Coor-
dination and Intearatinn Agreement™ between South Carolina Public Service Au-
thority and Central flectric Power Cooperative, Inc., hercinafter referred to 25
the “Coordination Agreement.”

Fxcept as specifically provided hereir, all provisions of this Appen-
dix are subject to the qualifications, terms and conditions, and other provi-
sions and Appendices of such Coordination Agreement, and all terms used herein,
except as specifically provided otherwise, shall be as defined in such Coordina-
tion Agreement.

B.  TRANSMISSION MANAGEMENT, OPERATION, AND MAINTENANCE

Subject to and in accordance with the provisions hereinafter set
forth, Authority shall manage, cperate, and maintain Designated Transmission
Facilities of Central, as such Designated Transmission Facilities are defined
hereinafter.

C. DESIGNATED TRANSMISSION FACILITIES

Nesignated Transmission Facilities shail he those transmission facili-
ties owned by Central which Central desires Authority to manage, operate, and
maintain in accordance herewith.

fentral will furnish, install, and own at its sole expense and cost,
all lanis and transmission line equipment and shall have such lands and equip-
ment in condition acceptable to Authority before Authority will commence ser-
vice under this Appendix [ of the Coordination Agreement.

No transmission facilities of Central shall be Designated Transmission
Facilities if (1) such t-cilities are not owned hy Central, or (2) such facili-
ties are leased by Central to any other party, or (3) such facilities are lo-
cated outside the State of South Carolina, or (4) such facilities are substan-
tially different in kind or nature from the transmission facilities of Authori-

ty.
D. NOTICE

The management, operation, and maintenance of any Designated Transmis-
sion Facilities shall be subject to timely written notice of Central's desire
for faciiities to he so managed, operated and maintained in accordance herewith.
For the purposes of this Appendix, "timely written notice” shall be written
notice received by Authority not less than one full Contract Year prior to the
time such management , operation, and maintenance is desired by Central. Such
notice shall include plans and specifications of said facilities for review and
comment by Authority.
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Notwithstanding any other provision hercof or of the Coordination
Agreement , Authority shall have no responsibility with respect to the manage-
ment, operation, or maintenance of any transmission facility of Cenc.ral which is
under construction or otherwise prior to the time such facility is energized or
placed into service for the purposes of transmitting electrical power and energy
on a continuous basis consistent with Good Utility Practice.

Central or Authority may withdraw Designated Transmission Facilities
from the management, operation, and maintenance of Authority hereunder upon five
(5) years written notice.

E. LIABILITY

Central expressly agrees to indemnify and save harmless and defend the
Authority against all claims, demands, costs or expense for loss, damage or
injury to persons or property in any manner directly or indirectly connected
with or growing out of, the operation and maintenance of Central-owned transmis-
sion lines unless such claim or demand shall arise out o<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>