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MEMORANDUM OF TINDERSTANDING
BETWEEN TIIE PETITIONERS'

A}ID THE VERMONT DEPARTMENT OF PUBLIC SERVICE

This Memorandum of Understanding (the "MOU") dated as of March 26,2012 sets forth

agreønents reached between the Vermont Department of Public Service (the "DPS" or the

"Department") and "Petitioners" (and with the DPS together, the "Parties") in connection in the

above-captioned Vermont Public Service Board ("Board") docket.

I
Central Vermont Public Service Corporation ("CVPS"), Danaus Vennont Corp., Gaz Métro Limited

Partnership ("Gaz Métro"), Gu Métro inc., Northem New England Energy Corporation for itself and as agent for
Gaz MéEo's pa¡eûts, Green Mountai¡ Power Corporation ('GMP") and Verrront Low Incomç Trust for Electricity,
Inc. ('l/LITE").



Backsround

1. On Septernber 2,2071, Petitioners filed a Joint Petition, together with testimony and

exhibits, seeking Board approval of the acquisition of CVPS by GazMétro and the merger of

CVPS and GMP into one company ("Merger").2

2. The Department served multiple rounds of discovery on Petitioners and

participated in a workshop intended to provide additional information concerning the proposed

Merger.

3. On January l0 and 20,2012, the Department filed direct testimony and exhibits

conceming the proposed Merger and thereafter responded to discovery. On February 15, the

Petitioners filed rebuttal testimony and thereafter responded to discovery. The Department filed

surrebuttal testimony on March 8,2012.

4. The Department and Petitioners have also engaged in discussions to address the

Department's concsrns with respect to the proposed Merger, including meetings with

stakeholders regarding Petitioners'proposed Community Energy Efficiency Development Fund

("CEED Fund").

5. Based on the above, the Parties have reached agreonent regarding:

a. Future Vermont Electric Power Company, Inc. ("VELCO") ownership and

governance;

b. The sharing of Merger-related savings between customers and the post-

Merger GMP;

2
For purposes of this MOU, refereirces to GMP shall include the surviving entity of the merger between

GMP andCVPS.
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c. The satisfaction of the obligations imposed by the Boa¡d's Order dated June

26,2001, in Docket Nos. 6460/6120, which created a'\¡vindfall sharing

mechanism" to be triggered in the event CVPS entered into certain,

enumerated future transactions;

d. So-called'ting-fencing" requirements conceming cost allocation and affiliate

transaction conditions for GMP;

e. The schedule of rate filings and amendments to the GMP and CVPS

Altemative Regulation Plans necessary to implement the proposed Merger

and Merger-related savings; and

f. Certain miscellaneous obligations.

6. As a result of the forgoing, the Parties agree that, with all of the agreements and

conditions approved as set forth herein, the proposed Merger will promote the general good. The

Parties agree that the Boa¡d should approve the proposed Merger in accordance with the

Amended Petition, as modified in accordancê with the terms in this MOU.

VELCO Ownership and Governance

7. ln order to address conceÍìs regarding majority control of the governance of

VELCO, prior to the closing of the acquisition of CVPS, CVPS shall transfer to VLITE no less

than 38% of the total of VELCO Class B voting common stock and no less than3l.7o/o of the

total of VELCO Class C non-voting common stock.

E. Petitioners shall perform all actions necessary to effectuate the election of the

initial members of the VLITE Boa¡d of Directors as directed by the DPS before the closing of

any acquisition approved in this docket. DPS shall select initial VLITE directors from
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representatives of state goverrrment agencies, energy policy interest groups, consumer and low

income advocates, and public power utilities.

9. VLITE shall thereafter participate as a shareholder in VELCO for all purposes

and shall be entitled to designate members of the VELCO Board of Directors as set forth in

Paragraph I I below, in accordance with technical, governance, public interest and other criteria

designed to select representatives well qualified to exercise fiduciary duties as VELCO boa¡d

members to further VELCO's mission. The VLITE Board of Directors'may also establish

criteria for voting of its VELCO shares. The VLITE Board of Directors shall have the authority

to invest its VELCO dividends in any manner consistent with State policy on energy issues as set

forth in the'Comprehensive Energy Plan or as otherwise subsequently designated.

10. Petitioners shall make best efforts to obtain a waiver from the other owners of

VELCO of any Right of First Refusal provisions regarding the transfer of VELCO stock

contained in any VELCO govemance documents.

11. Immediately after the closing of the acquisition of CVPS, GMp, CVpS and

VLITE shall enter into a VELCO Voting Agreement substantially in the form appended as

Attachment I to this MOU providing that each of them shall, with respect to approval df

members of the VELCO Boa¡d of Directors, vote all of their VELCO sha¡es as follows:

a. To continue the number ofVELCO directors at 13;

b. Vote for the following VELCO dtiectors: four directors as designated by

GMP, and three directors as designated by VLITE;

c' Support the nomination, subject to independence criteria, of two independent

directors by those owners of VELCO that are municipal electric distribution

utilities or member cooperative electric distribution utilities, including those
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electric distribution utilities that do not otherwise maintain seats on the

VELCO Board of Directors. Such director nominees shall be approved by a

majority vote of the shareholders of VELCO; and

d. To continue the other director designations presently in existence as follows:

one director designated by VPPSA, one director designated by VEC, one

director designated by BED, and a director seat for the presidenlCEO of

VELCO, provided that the president/CEO not be permitted tb serve as

Chairman of the Board, cannot serve as a voting member of the executive

committee (horryever denominated), the audit committee (however

denominated), or the executive management compensation committee

(however denominated).

12. GMP shall agree to support amendments to bylaws and any other goveming

documents to effectuate formalization of the process for nomination and election of VELCO

directors, including criteria and standards for independent directors and to provide that VELCO

shall be managed as a public utility consistent with the public good of the State of Vermont.

Additionall¡ GMP shall advocate for all VELCO shareholders to enter into a Voting Agreernent

substantially similar to the Voting Agreement entered into by the Parties to this MOU and

attached to this MOU as Affachment I. Additionally, GMP shall advocate for VELCO to allow

all Vermont distribution utilities with ownership interest in Vermont Transco LLC to participate

fully as members of the VELCO Operating Committee.

13. Immediately after the closing ofthe acquisition of CVPS, Petitioners shall take all

actions necessary to assure that none of them individually or collectively can unilaterally remove

VELCO as the managing member of Vermont Transco LLC or to eliminate or amend Section 9.3
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of the Vermont Transco LLC Operating Agreement, including, without limitation amendment of

the vermont Transco LLC operating Agreement in a form acceptable to DpS.

14. Petitioners affirm their Merger testimony in this docket that Petitioners do not

intend or desire to obtain a majority position in VELCO govemance now or in the future.

Petitioners and the DPS will jointly request that the Board include as a condition of approval of

the Merger that neither GMP nor CVPS shall increase its ownership share of VELCO in any

amount or take any steps that would result in a dilution of the percentage ownership of VELCO

by VLITE without Boa¡d approval.

Guaranteed Shared Savinqs

15. As a part of its overall commitnent to guarantee total merger savings to

ratepayers in the nominal amount of no less than $144 million over the course of the first ten (10)

years post-closing, GMP shall provide fixed annual guaranteed savings ("Guaranteed Merger

Savings") in years 1-3 and percentage-based shared savings ("Shared Savings") in years 4-8 to

all customers, for the following years in the following amounts:

Year I : (beginning October l, 2012):$2,500,000

Year 2: $5,000,000

Yea¡ 3: $8,000,000

Years 4-8 50% of savings

Years 9 and l0: 100% of savings

1ó. No later than July 7,2012, GMP will file with the Boa¡d and the parties in this

proceeding a format for reporting Merger-related savings and a procedure for review and

verification, which may be commented upon by anyparty in this proceeding.
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17. GMP shall guarantee savings in rates of at least $144 million (nominal) beginning

October 1,2012 and ending ten years thereafter. The mechanism for impleme,rrting customet

savings in rates is set forth in Paragraphs 23-30 below. If the total savings reflected in rates

during the ten-year period after Merger closing a¡e less than $1,14 million, GMP guarantees that

it shall provide to customers the difference by means of a plan ("Savings Gua¡antee Plan")

approved by the Board. The Savings Guarantee Plan shall be filed with the Board no later than

December 31,2022. The Board shall allow Parties from this proceeding to comment on the

Savings Gua¡antee Plan.

Windfall Sharine Mechanism

18. The proposed revised CEED, attached hereto as Attachment I[ ("Revised CEED

Fund'), satisfies the windfall sharing mechanism requirement and should be approved by the

Boa¡d. The Parties agree that weatherization improvements ("Weatherizatton") are qualiffing

energy efficiency projects as defined in the Revised CEED Fund.

19. GMP will partner.with community action agencies to invest $6 million in

Vermont's Weatherization Program before December 1,2012, and at least an additional $4

million in Vermont's Weatherizatio¡Programbefore December 1,2013. GMP will also invest

at least $2 million in thermal efficiency improvements before December 7,2013 for customers

who do not qualiff for Vermont's Weatherizatio¡Program.

20. For the purposes of preceding paragraph, the Weatherization and thermal

effrciency improvernents delivèred by December I,2013, shall be deerned to have a customer

benefit of 1.2 times the amount of the investment, and this benefit shall be counted toward the

"Required Benefit" as defined in the Revised CEED Fund.
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Reliabilitv Improvement

21. Petitioners shall amend GMP's Service Quality and Reliability plan (.,SeRp',) to

improve the reliability standard for customer outage duration by at least l0%. Nothing herein

shall restrict the DPS from seeking other amendments to GMP's SQRP after the Merger is

completed in the normal course of its regulatory oversight.

Finançial Intesritv Measures

22. In addition to compliance with all aspects of Vermont law that govern it, GMp

shall implement the following cost allocation and affiliate fansaction conditions, which shall

remain in effect unless and until modified by the Board:

a. Separate Cor-porate Entities. GMP shall remain structurally separate and be

operated as a stand-alone compÍury. If GMP seeks to change from operating

in this manner, GMP and/or NNEEC shall seek prior approval from the Board.

b. Separate books and records. GMP shall continue to exist as a separate

corporation and shall maintain a complete set of financial books, records and

reports separate from NNEEC, Vermont Gas Systems, lnc., ot GazMétro. If
GMP seeks to change from operating in this manner, GMP and/oTNNEEC

shall seek prior approval from the Board.

c. No commineling of funds. GMP shall maintain separate bank accounts from

its affiliates and shall not commingle GMP funds with funds of affiliates.

d. Transactions with Affiliates.

i. Notice. GMP shall provide notice of, and shall file copies upon

request, all contracts with affiliates of $100,000 or more.

ii. Arms-Lengúh Transactions. GMP transactions of $ 100,000 or more

with affiliates shall be effected through arms-length contracts that can
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be competitively compared and evaluated (see also Cost-based

accounting below).

iii. Cost-based accounting. GMP shall record transactions with affiliates

. based on the actual cost of the product or service (i.e., net book value

and/o¡ reflecting labor rates with appropriate allocations of overhead

and benefit costs) underlying such transaction, except that transactions

for which there is a readily-available market price shall be recorded at

fair market value o¡ actual cost, whichever is more beneficial for

GMP's ratepayers.

iv. Documentation. GMP transactions with affiliates shall be documented

by invoice or other documeirtation describing the service or product

underlying the t¡ansaction and including support for the amount of

payment. GMP shall report these affiliate fransactions on an annual

basis in a report to the Department and the Board,

e. DistribUtions and Transfers Among Affrliates.

i. Boa¡d of Director Aoproval. Distributions or hansfers of assets and

liabilities in excess of $100,000, from GMP to NNEEC or other

affiliates must be approved in a documented vote by GMP's Boa¡d of

Directors.

ii. Statutory and Corpofate Authoritv. Distributions and transfers of

assets and liabilities from GMP to NNEEC or other affrliates shall

complywith Vermont law and with GMP's Articles of Incorporation

and Bylaws.

iii. Notice to Board and DPS. GMP shall provide 30 days' advance notice

to the Boa¡d and the DPS if (1) any planned ûansaction or distribution

would result in the equity portion of the capital stn¡cture of GMP

varying by more than three percentage points from the structure

approved in GMP's latest rate proceeding; or (2) GMP's unused,

short-term borrowing capacity falls below $25 million; or (3) GMP

makes distributions to NNEEC or other affiliates after GMP has been

placed on C¡editWatch with negative implications if GMP's credit
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rating is below BBB (s&p) or Baar (Moody's). If advance notice is

not reasonably possible, GMp will give such notice as soon as

practicable.

f. No Cross-subsidization. GMP shall conduct its business affairs in a manner

that prevents subsidization of affiliates by GMp

g. GMP shall not make any distribution to its parent or to any affiliates that

would cause GMP's equity capital to fall below 45 percent of GMp,s total

capitalization without first obtaining Board approval, except to the extent that

the Board imputes a lower equity percentage for raternaking purposes. The

Board mayre-examine this minimum conìmon equitypercentage as financial

conditions change, and may determine that it be adjusted.

h. GMP shall provide the Board and the DPS access to all written information

provided by Gaz Metro, NNEEC, or NNEEC subsidiaries to bondholders or
credit rating analysts which pertains to GMP. Such information includes, but
is not limited to, reports provided to, and presørtations made to bondholders

and credit rating analysts. Nothing in this condition shall be deemed to be a

waiver of GMP's right to seek protection of the information.

i. unless such a disclosure is determined by a governmental authority to be

unlawful, GMP shall notiff the Board and DpS of,

i. Its intention to transfer an amount that is more than l0 percent of
GMP's total stockholder equity to its parent or affiliates (or any

combination thereof) over a l2-month period, at least 60 days before

such a transfer begins;

ii. Its intention to declare a special cash dividend from GMp, at least 30

days before declaring each such dividend;

iii. All regular common stock cash dividends from GMp within l0 days

after declaring each such dividend; and

iv. Its intention to make a loan to an affiliate 30 days before making such

a loan.

j. GMP shall notiff the Boa¡d and the Deparbnent prior to any transfer, sale,

lease, encumbrance or other disposition of GMp,s utility property that is not
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otherwise subject to Board approval and that (l) has a net book value in

excess of $5,000,000 which is included in Vermont rate base, and (2) has

costs recovered through rates regulated by the Board.

k. The proceeds of any new financing that is secured by GMP assets which

either (1) are included in Vermont rate base, or (2) have costs recovered

througlr rates regulated by the Board, must be used for utility purposes.

l. Nothing herein shall be deemed to restrict DPS or the Board, consistent with

their existing regulatory authority, to seek or initiate an investigation if
deemed appropriate on any of the cost allocation or affrliate hansaction

provisions contained in, or filings required by, this section.

Alternative Resulation Plan and Merser Savines Calculation

23. Timine and changes. With respect to the Merger, GMP, CVPS and the DPS will

file a request for Board approval of the following changes to the CVPS Alternative Regulation

Plan ("CVPS Plan") and GMP Alternative Regulation Plan ("GMP Plan") no later than April 15,

2012 (*Flling Date"), and request that the Board's approval be issued no later than July 15,20t2,

in order to facilitate the August 1,2012 filing of the next GMP base rate adjusünent applicable to

the entire service territory served by GMP post-Merger. The changes requested to the GMP Plan

will include (1) extension of the term for one year until September 30, 2014, (2) inclusion of

customers in the CVPS service territory, and (3) inclusion of any changes necessary as of the

Filing Date to conform to the provisions of this MOU, or other changes as appropriate for a plan

applicable to both GMP and CVPS that maybe agreed upon by GMP and the DPS. The changes

requested to the CVPS Plan will include (1) termination of the CVPS Plan as of September 30,

2012, except for residual adjustrnents under the Earnings Sharing Adjustment Mechanism

("ESAM") and power adjustor provided for in the existing CVPS Plan, (2) termination of the
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cunently-effective base rate adjustment as of Septernber 30, 20l2,and (3) any a-djustments

necessary to align the timing and duration of the ESAM adjusfrnents under the CVpS plan.

24. Power Adjustor and ESAM. The power adjustors and ESAM adjustments under

the GMP and CVPS Plans applicable to the period prior to October l,20lZ will be separately

. 

calculated and charged or credited to customers in each legacy service territory. The power

adjustors and ESAM adjusfinents under the GMP Plan applicable to the entire service territory

served by GMP post-Merger for the period beginning October l,2Ol2 will be calculated and

charged or'credited to all customers.

25, Base Rate Adiustnents. For both GMP and CVPS, GMP will file a base rate

adjustment on August 1,2012, to be effective on October l,2}l2. The percentage change in

rates resulting from the base rate adjustment will be applied to all GMP and CVpS tariffs, except

that the percentage change applicable to the GMP C&I Transmission Class will be modified to

reflect the provisions of the GMP Plan applicable to rate adjustments for that rate class. The

October l,2Ol2 base rate adjustment will be based on a calend ar 20ll test year, adjusted to the

base rate year beginning October l,2}lzbased on traditional raternaking principles as modified

by the GMP Plan,3 except that no adjustments due to the Merger of CVPS and GMp will be

made to the accounts included in Synergy Savings described in Attachment III (..Base O & M

Costs"). Base O & M Costs shall not include savings and costs related to Smart Grid and

Advanced Meter Infrastructure, Kingdom Community Wind, cost reductions associated with the

3

The Pa¡ties recognize that these traditional raûemaking principles as modified by the GMp plan include
adjusÚnents to account for exogenous events and other non-reourring or unusual events ihat occurred in the test year;
in the case of the 2011 test year, for example, the costs associated with Tropical Storrn Irene shall not be included,
among others, in the base year used to determine merger-savings. The Parties' intent is to create an adjusted base
year to compare merger- savings going forward, thaf reflects a representative test year without extraordinary events
or expenses contained within it.
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MOU in Docket 7496, and the CVPS acquisition of OMYA, which shall be reflected in rates

consistent with traditional ratemaking principles. The Base O&M Costs included in the October

1,2012 base rate adjustment will be subject to change, in each friture base rate adjustment in

which Merger savings a¡e shared with custome,rs, to reflect the change in the Consumer Price

Index for All Urban Consumers (CPI-U) Northeast Region, any Exogenous Costs and the impact

of the Non-Power Cost Cap as defined in the GMP Plan, and any further changes agreed upon by

GMP and the Department and approved by the Board. The above calculations shall also be made

for purposes of documenting compliance with this MOU, including the $144 million guaranteed

savings amount.

26. As part of the October 1,2012 base rate adjustment, any party in this proceeding

may oomment on the Base O&M Costs, including a request for a Board investigation under the

GMP Plan. GMP will file an a¡nual repod of Merger-related savings for ten years and thereafter

as directed by the Boa¡d.

27. Amounts of Shared Savings. úrYears l-3, Guaranteed Merger Savings shall be

reflected in base rates as a credit to the GMP base rate cost of service.

In Years 4-8, Shared Savings shall flow to customers on a percentage basis and be

reflected in rates as follows:

a. GMP's base rate cost of service will be sredited using the following estimates

("Savings Estimates"):

i. Year 4: Estimated at $10,500,000

ii. Year 5: Estimated at $12,000,000

iii. Year 6: Estimated at $13,000,000

iv. YearT: Estimated at $14,000,000

v, Year 8: Estimated at $14,500,000
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b. The annual savings ("Annual Savings") is the difference between Base O & M

Costs included in the base adjushnent (as set forth in Paragraph 25 above) and

the actual O&M costs during the same period ("Actual O&M Costs"). Actual

O & M Costs shall exclude the same categories of costs excluded from Base O

& M,Costs as indicated in Paragraphzs. 50% of the annual savings will be

shared with customers in Years 4-8 ("Adjusted Annual Savings"). Any

va¡iance between the Savings Estimates and the Adjusted Annual Savings will

be reflected as a billing adjustmerrt when the next ESAM is implemented.

28. Beginning in Year 9,l00yo of all Merger related savings will flow to customers,

and O&M Costs included in base rate adjustments shall be based on actual costs, traditional

ratemaking principles and the terms of any alternative regulation plan then in effect,

29, Immediate Savingg. Any net Merger-related savings occurring between closing

of the acquisition and October l,2Ol2 are included as part of the Year I Guaranteed Merger

Savings.

Tariff and Rate Integration

30. Tariffs' GMP and CVPS residential tariffs shall be integrated on October 1,2013

and all other GMP and CVPS tariffs shall be integrated after the Board"approves a new fully

allocated rate design for all custorner classes, pursuant to the schedule referenced in this MOU.

31. Cost of Service. Cost of service review shall be as provided under the GMp plan

for rates to be effective prior to October l,2Ol4, and there shall be a traditional cost of service

review proceeding (which shall not affect the Base O&M Costs as defined in Paragraph25 of

this MOU) for rates effective on or after October 1,2014.
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32. GMP shall file a request for a revised rate design no later than October 15,2074,

and GMP and the DPS shall use all reasonable efforts to assure that the proceeding is completed

within nine months.

Other Terns and Conditions

33. The Parties agree that the Board should issue an order approving the Amended

Petition as modified by this MOU in time to permit closing of the acquisition by June 30,2012.

34. GMP has agreed to abide bythe terms of the MOU between GMP and the Cityof

Rutland and has sought Board approval of that MOU as a condition of this proceeding. DPS

does not object to the Rutland MOU and has based its agreement herein regarding the amount

and timing of Merger savings sharing in part upon the terms of the Rutland MOU. Approval of

the Rutland MOU shall not require the DPS to take or refrain from taking any position regarding

rate recovery for inveshnents or expenditure made pursuant to that MOU dated January 19,2012.

35. Nothing in this MOU is intended to have any effect on the settlement approved

between the DPS and OMYA in Docket 7660.

Miscellaneous

36. This MOU provides a final, integrated, and comprehensive resolution of all issues

between the Parties in Docket No. 7770 with respect to all agreements set forth herein. The

parties have made specific compromises to reach this MOU. ln the event that the Board fails to

approve this MOU substantially in its entirety or acts to ovemrle or disapprove any material

portion hereof, each such party agrees that their ageement set forth herein may terminate, if such

party so determines in its sole discretion, and each shall have the same rights as each would have

had absent this MOU.

l5



37. The Parties will cooperate in firrther Bomd proceedings and sponsor testimony

necessary to support this MOU to the extent deerned necessary. The Deparfinent will support

iszuance of the orders and fìndings of the Board specified herein subject to the Department's

obligations under Title 30 of the Vermont Statutes Annotated. Nothing in this MOU abrogates

the Department's ability use its existing regulatory authority to initiate or seek an investigation of

a utility company or its actions under Title 30 of the Vermont Statutes Annotated.

38. This MOU is governed by Vermont law and any disputes under this MOU shall

be decided by the Board.
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DATED :f¡irsZf day of March 2012.

DATED ilnffirryof March 2ot2

PETITIONERS CENTRAL VERMONT PUBLIC
SERVICE CORPORATION, NORTHERN NEIW
ENGLAND ENERGY CORPORATION, for itself and as
agent for Gaz Méto Limited Partnership's pareirts, GAZ
MÉTRo LIMITED PARTNERSHIP, GAZ MÉTRO INC.,
DANAUS VERMONT CORP., GREEN MOUNTAIN
POTWER CORPORATION and VERMONT LOW
INCOME TRUST FOR ELECTRICITY, INC.

VERMONT DEPARTMENT OF PUBLIC SERVICE

By:
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Attachment I

VOTING AGREEMENT

This voting Agreement (the "Agreemenf') is made effective as of the _ day of
20l2,by and among Green Mountain Power Corporation, a Vermont

business corporation with its principal place of business at Colchester, Vermont ( ..GMP"),
Central Vermont Public Service Corporation, a Vermont business corporation with its
principal place ofbusiness at Rutland, Verrnont ( "CVPS"), and Vermont Low Income Trust
for Electricity' fnc., a Vermont non-profit corporation with its principal place of business at

Verrnont ( "VLITE").

Background

A. GMP and CVPS collectively own, beneficially and of record, Forty Percent (40%)
of the issued and outstanding Class B Common Stock ofVermont Electric Power Compan¡
Inc. ("VELCO").

B. VLITE owns, beneficially and of record, Thirty-eight Percent (38%) of the issued
and outstanding Class B Common Stock of VELCO.

C. The Class B Common Stock is VELCO's only class of voting stock, and
accordingly is the only stock entitled to vote in the election of VELCO's dirèctors.

D. As authorized by I lA V.S.A. Section 7.31, GMP, CVPS and VLITE have agreed
how they will vote their respective VELCO Class B Common Stock to for the election of
VELCO's directors, and they desire to set forth in this Agreernent the specific terms of such
voting agreement.

Terms and Conditions

NOW, THEREFORE, in consideration of the mutual covenants contained herein and for
other good and valuable consideration, the receipt and sufficiency of which each party hereto
acknowledges to the others, the parties hereto agree as follows:

I' Continue Boa¡d of Directors at Present Size. The parties hereto each agree to
vote all of their Class B Common Stock of VELCO to continue the present size of the VELCO
Boa¡d of Directors at thirteen (13) directors.

2' Election of VELCO Directors. The parties hereto each agree to vote all of their
Clæs B Common Stock of VELCO as follows:

GMP Candidates. To elect, from candidates nominated by ç¡4¡r (.,GMp
Candidates"), four (4) directors;

(a)



(b) VLITE Candidates. To elect, from candidates nominated by VLITE
("VLITE Candidates"), three (3) directors;

(c) VELCO Chief Executive Officer. To not oppose the election of the Chief
Executive Officer of VELCO as a director, provided that the
president/CEO not be permitted to serve as Chairman of the VELCO
Board, cannot serye as a voting member on the executive committee
(however denominated), the audit committee (however denominated), or
the executive management compensation committee (however
denominated);

(d) Independent Candidatqs. To elect, from the candidates nominated by
those owners of VELCO that are municipal electric distribution utilities or
member cooperative electric dishibution utilities, including those electric
distribution utilities that do not otherwise maintain seats on the VELCO
Boa¡d of Directors, two (2) directors who shall be independent directors
subject to independence criteria.

(e) Candidates of Other S-hareholders. To not oppose:

(i) The candidate(s) nominated by Vermont Public Power Suppty
Authority, one director;

(ir) The candidate(s) nominated by Vermont Electric Cooperative,
fnc., one (l) director;

(iiÐ The candidate(s) nominated by Burlington Electric l)epartment,
one (l) director; and

3. Director Nomination and Election Process: Criteria & Standards for Indgpendent
Directors. GMP and CVPS agree that the directors elected from the GMP Candidates, and
VLITE agrees that the directors elected from the VLITE Candidates shall commit, upon their
election as directors, to cause the VELCO Board of Directors to formalize the process for
nominating and electing directors, to reflect the foregoing allocation of positions on the VELCO
Board of Directors, and to establish criteria and standards for determining the independence of
the two independent directors.

4 Termination. This Agreement shall terminate upon (a) the dissolution of VELCO
or O) the voluntary agreement of GMP, CVPS and VLITE.

5. Notices. All notices, requests, claims, demands and other communications
hereunder shall be in writing and shall be given (and shall be deemed to have been duly given
upon receipt) to the parties at the following addresses:
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To GMP and/or CVPS:

Donald J. Rendall, Jr., Esquire
Green Mountain Power Corporation
163 Acom Lane
Colchester, VT 05446
To VLITE:

or to such other address as the Sha¡eholder to whom notice is given may have previously
furnished to the others in writing in the manner set forth above.

6. Parties in Interest. This Agreement shall be binding upon and inure solely to the
benefit of GMP, CVPS and VLITE and their respective successors and assigns, and, except as
expressly provided herein, nothing in this Agreement shall confer upotr *y other person any
rights, benefits or remedies of any nature whatsoever under or by reãson of this Agreement.

7. Strict Performangç. Strict performance shall be required of each and every
provision of this Agreement.

8. Governing Law. This Agreernent shall be governed by and construed in
accordance with the laws of the State of Vermont, without regard to the principles of conflicts of
law.

9. Modification: Waiver. This Agreement may not be modified in whole or in part
unless each of GMP, CVPS and VLITE jointly agree to such modification in writing. the failure
to perform any provision of this Agreernent shall not act as a waiver or modification thereof, and
shall not constitute a waiver or modification of any other provision of this Agreement.

ISIGNATURE PAGE FOLLOWSI
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IN WITNESS WHEREOF, the parties have executed this Agreement to be effective as of
the date fìrst above set forth.

GMP:

Green Mountain Power Corporation

By:
Its Duly Authorized Agent

CVPS:

Central Vermont Public Service Corporation

By:
Its Duly Authorized Agent

VLITE:

Vermont Low Income Trust for Electricity, Inc.

By:
Its Duly Authorized Agent
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Attachment II
Revised DPS/GMP MOU

Green Mountain Power Corporation

Community Energy & Efficiency Development Fund

Reflecting Revísions Agreed to Between DpS and GMp

SUMMARY

The purpose of the CommunityEnergy & Efficiency Development Fund ("Fund") is to

satisfu the windfall sharing mechanism requirement of the Public Service Board (.,Board',) Order

in Docket 6460/6120. GMP has committed that Fund investments will be in an amount at least

equal to the amount of $ I 6 million adjusted by inflation from 2001 (approximately $2 I million;
the "Required Investment"). GMP has further committed to the customers of Central Vermont

Public Service Corporation ("CVPS') net benefits in an amount at least equal to 1.2 times the

Required Investment (i.e. approximately $25 million) ("Required Benefit") through investments

in the Fund.

The Fund will be implemented and administered by GMP after closing of the acquisition

of CVPS by Northern New England Energy Corporation and in some respects, as described in

the Mernorandum of Understanding between Petitioners and the Department of public Serwice

dated March 26,2012 ("DPS MOU"), prior to the merger of CVPS into GMP. The Fund will
invest in projects intended to result in positive net benefits for customers within the current

CVPS service territory, which may include new and existing en€rgy efficiency progr¿rms,

including thermal efficiency programs, renewable/clean energy programs, other demand

resources, and new and innovative technologies. The Company will explore innovative methods

of financing to be used in conjunction with a portion of these investments as a means of
leveraging value for customers. Projects proposed þy the Company, except for those specifically

committed to as reflected in the DPS MOU, will be reviewed in a stakeholder process and will be

subject to Board approval. The cost of Board-approved project investments will be recovered in
the Company's rates.

STAKEHOLDER PROCESS AND BOARD APPROVAL
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Except for weatherizationprograms to be funded through December 1,2013, as described

in the "DPS MOU," projects identified by the Company or proposed by stakeholders will be

reviewed in a stakeholder process, consisting of recurring scheduled meetings, open to all

interested parties and intended to inform the decision-making regarding allocation of funds.

Based on information provided in the stakeholder process, and consistent with the Required

Benefit, the Company will select projects to file with the Boa¡d for approval. The filing will

describe in detail the projected investment and estimated net benefit amount, the delivery

mechanism, and the plan for performance monitoring (including Deparfinent of Public Service

("DPS") audits), benefits measurelrent and reporting.

QUALIFYING PROJECTS

Subject to stakeholder review and Boa¡d approval, projects within the following

categories ("Qualiffing Project Categories") and meeting the following criteria are appropriate

candidates for Fund investments. Projects must benefit customers in the Company's service

territory formerly served by CVPS ("CVPS Customers") and will be selected based on the

project's ability to provide benefits to Company customers.

Each project must meet a'but for" test, through a demonstration that, in the absence of
the Fund investment, the project either would not be undertaken or would not receive

inqemental funding in the Fund amount, and will require a statsment to that effect by the

Company. The investnents may involve unique financing methods that provide incremental

benefits to customers. Investments will be made in rough proportion to customer classes of

CVPS Customers, with the intention of achieving net benefits in rough proportion as well.

l New and existing eners.v efficiency projects: Potential efficiency projects include

expanded existing Efficiency Vermont ("EVT") programs, and new programs and

efforts targeted to specific service territories and customer segments. The Company

expects to work with Vermont Energy Investment Corporation ("VEIC") to identifu

opportunities for projects that benefit the Company's customers, including its low-

income customers. Thermal efficiency projects will be eligible for invesùnent if they

increase the amount of additional savings for CVPS Customers or if they improve the

ability to deliver proportionate net benefits among customer classes.
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2' Renewable/clean energy-orograms: The Company intends to focus on renewable

projects that are consistent with the 2011 Comprehensive Energy Plan that generally

would be community based and smaller than typical utility-scale investments, The

Compairy may utilize the stakeholder process or the Clean Energy Development Fund

for identification and delivery of suitable renewable/clean energy projects.

3. Other Demand Resources: These may include distributed generation, combined heat

and power or other demand response technologies.

4, New and ernergine technologigs: The Company intends to rely generally on a variety

of sources, including the Clean Energy Development Fund, for identification and

delivery of suitable new and emerging technologies including the Company's own

work or work done at or in coordination with the Company's Energy Innovation

Center in Rutland, These could include new methods of leveraging our investments

in smart grid technology (SmartPower). Other new technology investments may

come out of the stakeholder process.

REQUIRED BENEFIT

The Required Benefit amount of approximately $25 million shall increase over time by

using the Company's weighted average cost of capital to adjust for expected net benefits not yet

achieved so the investments deliver the required amount of expected net benefits on a net present

value basis. In the event that the Company fails to provide the Required Benefit within 7 years

after this CEED Fund ("Plan') and DPS MOU Íre approved by the Board ("Completion Date,'),

within 90 days thereafter the Company will file a plan for Board approval specifuinghow the

rernaining benefits will be delivered. The Company will file for Board approval a similar plan in
the event the achieved amount of net benefits is'less than Required Benefit, due to a variance

between projected and achieved net benefits.
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CALCULATION OF NET BENEFITS

Benefits may include, among other things, energy and capacity savings, avoided

investments in infrastructure, reduced supply risk resulting from fossil fuel and geographic

diversity, comparative savings when compared with similar technologies, environmental benefits

(ønission reductions), economic development benefits and other customer savings (water, fossil

fuel) as applicable. Costs include Fund investments, participating customer investments, and

costs associated with project delivery mechanisms, performance monitoring (including DPS

audits), benefits measurement and reporting, and any other administrative costs charged by any

contracted parties relating to Fund investnents as applicable. Aggregate costs will be deducted

from aggregate benefits in calculating expected net benefits for approved projects.

To the extent applicable, projected and achieved net benefits for efficiency invesünents,

which for the most part are expected to be administered by VEIC, will be calculated using the

measurement methodology that VEIC currently uses in administering EVT projects. Where the

EVT methodology is not directly applicable to efficiency investments, or where investments are

made in renewables, detnand response programs, or new technologies, the Company will

develop appropriate valuation methodologies in coordination with the DPS and any interested

stakeholders, and will submit the methodologies to the PSB for approval.

REQUIRED INVESTMENT

The Required Investment of approximately $21 million will be adjusted prospectively by

inflation from the time of Plan approval by the Board and continuing on uninvested amounts

until investment in the amount of the Required Investment has been made. To the extent that the

Company fails to make the Required Investment by the Completion Date, any shortfall will be

provided to CVPS Customers on a uniform percentage basis in the form of a bill refund.

IMPLEMENTATION OF EFFICIENCY FUND PROJECTS

' The Company intends to hire subcontractors where appropriate to manage

implernentation of Fund programs. For energy efficiency programs, the Company expects to

còntract with VEIC for delivery of approved efficiency project sen¡ices and reporting the results

to the Board and participants in the stakeholder process. For renewable investments, and new

and ønerging technologies, the Company will coordinate with the DPS or its contactor for the
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delivery of approved renewable/clean energy investments and report the results to the Board and

participants in the stakeholder process.

RESULTS MEASUREMENT AND REPORTING

The Company will submit to the Board for approval, the Department and to stakeholder

participants an annual plan describing for each requested project, the projected investme,nt, the

requested benefit and cost calculation methodology, the net benefit amounts expected from

adoption of such benefit and cost calculation methodology, and the delivery mechanism. The

plan will be submitted each year by November 15 and subject to Board approval. The Company

may also propose projects at other times of the year through the same process. If the Board

disapproves any projects or their associated benefit and cost calculation methodologies, the

Company will submit for Board approval replacement projects or alternative benefit and cost

calculation methodologies, 4fter appropriate stakeholder review. Concurrent annual reporting to

the Board and the Department will also include previous amounts invested by year, the net

benefit results by year net of any performance monitoring adjustments, if applicable, and the

amount of remaining net benefits due customers expected at December 3l of the year of
submittal based on net benefits from previously completed projects and projected net benefits

from approved projects exp'ected to be completed by year-end (accounting for growth in the

Required Benefit). The reporting will also identiff estimated inflation growth on uninvested

amounts expected through December 31 of the year of submittal.

The Company agrees to support an independent review of the CEED Fund performance

to be undertaken after the third year of the Plan's operation, if the Boa¡d orders such a review.

This review would evaluate CEED Fund perfonnance and suggest improvements to program

design and/or execution.

RECOVERY OF INVESTMENTS

The Company's investment in each Board-approved project will generally be ratably

recovered in rates over a ten-yearperiod and the unrecovered amount will be included in rate

base. In the event the Company invests in renewable generation or other equipment to be owned

by the Company, the recovery period will match the life of the Company's investment. There

will be no provision for an Account Correcting for Efñciency (,,ACE',).
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QUALIFYING PROJECT EXAMPLE

1. Fund invests $1 million, covering 50% ofthe qualifuing project costs

2. Participating customers invest $l million, covering 50% of the qualifuing project costs

3. If the efficiency benefit: cost ratio is 2:l,the $2 million combined investment yields:

o $4 million in total benefits (avoided energy, capacity, etc.)

o $2 million in net benefits to customers

4. Result: $1 million invesünent from the Fund yields $2 million in net benefits to

customers

ó



Attachment lll

O&M ACCOUNTS TO BE ¡NCLUDED IN SYNERGY SAV]NGS

Synergy Savings for existing accounts are limited to the híghlighted accounts in the table below,

certain subâccounts of ihe trlghtlghted accounts include costs subject to the power cost adjustment
mechanism and therefore wíll be excluded from the Synergy Savings calculations, and vlce versa.
fhe two accounts w¡th aster¡sks are treated differently by GMP and CVPS under their power
adjustors; thls will be addressed in the filings requesting changes to the Alternative Regulation plans,

Acct #
s00
501

s02
s03
s04
s05
506
507
s09
510
511
512

513

5t4

1. POWER PRODUCTION EXPENSES

A. Steem Power Generation:
Operatlon - Supervlslon & Eng

Fuel

Steam Expense

Steam From Other Sources

Steam Transfer Credit

Electric Expenses

Misc Steam Erpenses
Rents

Allowances

Maintenance Supervision & Eng

Main't of Structures
Ma¡n't of Bo¡ler Plant

Main't of Electric Plant

Main't of Misc Steam Plant
TOTAL Power Production - STEAM Power

B, Nuclear Power Generatlon
517 Operatlon - Supervision & Eng

518 Fuel

519 Coolants and Water
520 Mlsc Nuclear Power Expense

52I Steam from OtherSources
522 SteamTransferred-Cr
523 Electr¡c Expenses

524 Misc Nuclear Power Expenses

525 Rents

528 Malntenance Supervlsion & Eng

529 Maint of Reactor Plant Eq

530 Main't of Electr¡c Plant

531 Ma¡n't of Misc Steam Plant
532 Maint of Misc Nuclear Plant

TOTAT Power Productlon - NUCIEAR Power

C, Hydraullc Power Generation:



535

s35

537

538

539

540

541

542
543

544

545

555

556

557

560

561
56L.2

561,4

561.5

561.8

562
563

su
565

s65
567:
s68
569

569.1

569.2

570
57L.

572
573

Operation - Supervision & Eng

Water of Power

Hydraulic Expenses

Electric Expenses

Misc Hydraullc power gen expense

Rents

Maintenance Supervision & Eng

Main't of Structures
Main't of Reservoirs, Dams, etc
Mein't of Electric Plant

Main't of Misc Hydraulice olant
TOTAL Power Production - HYDRO Power

D. Other Power Generation:

546 Operation - Supervision & Eng

547 Fuel

548 Generation Expense

549 Misc

550 Rents

551 Maintenance Supervision & Eng

552 Main't of Structures

553-554 Main't of Misc

TOTAL Power Production - OTHER Power

Purchased Power

Sylem Control and,load D¡spatch

Other Expense

2, TRANSMISSION EXPENSES

Operation:
Operatlon -Supervision & Eng

Load Dlspatchlng

Load Dlspatching - Monitor and Operate
Schedulinç System Control, Dispatch
Reliabillty, Planning and Standards Dev'l

Reliability Planning & Standards Development Servlces

Stat¡on Expenses

Overhead Lines

Underground line expenses
Transmlsslon of Electr¡city by Others
Misc Tra nsmission Expense

Rents

Ma¡ntenance Supervision & Eng

Maln't of Structures
Main't of Computer Hardware
Maint of Computer Software
Main't of Stat¡on Equipmqnt
Main't of Overhead Llnes.

Main't of underground lines

Maintenance of Misc Transmlsslon plant



575.6+

575.7

580

581

582

583

584
585
586

587

588

589

TOTAI Transmlslon

3. REGIONAT MARKEÎ EXPENSES

Operatlon:

Market Monitorlng and Compllance
Market Facilitat¡on, Monitoring and Compliance Services
TOTAI ße¡lonol Transmlsslon & Market Om

4. DISTRIBUTION EXPENSES

Operatlon:
Operatlon - Supervlslon & Eng

Load Dlspatchlng

Station Expenses

Overhead Unes

Underground Line Expenses

Street Llghtlng & Slgnal System Expense
Meter Expense

Customer lnsta¡latlon Expenses

Mlsc

Rents

Malntenance Superulslon & Eng

Maln't of Structures
Malnt of Statlon Equlpment
Main't of Overhead llnes
Malnt of Underyround Llnes

Malnt of llne Transformers
Maln't of Street Ughtlng and Slgnal Systems
Malnt of Meters
Mlsc

Malntenance

TOTAL Dlstrlbutlon Erpense

5. CUSTOMER ACCOUNTS EXPENSE

Operatlon:
Supervlsion

Meter Reading Expenses

Customer Records & Collectlons B(pense
Uncollectlble Accounts

Mlsc Customer Accounts Expense
Total Customer Accounts Expense

Customer & Information

590

591

s92
593

s94
595

596

597

598

901

902

903

904

905

6. CUSTOMER SERVICE & INFORMATIONAT EXPENSE

Operation:
907 Supewlsion



908

909

910

911

912
913

916

Customer Asslsta nce Expe nse

lnformatlonal & lnstructlonal Expense

Misc

Total Customer Servlce & lnformatlon Expense

TOTAT Customer & lnformation Expense

7. SAI.ES EXPENSE

Operation:
Supervision

Demostrating & Selllng Expense

Advertlslng Expense

Misc

Total

TOTAI Sales Expense

8, ADMINISTRANVE & GENERAT EXPENSE

Opention:
920 Adminlstrative&Generalsalarles
921, Offlce Supplles and Expenses

922 AdministrativeExpenseTransfer¡ed
923 Outslde Serylces Employed - Non Audlt
923 Outslde Servlces Employed - Audlt
924 Property lnsurance
925 lnjurles and Damages

926 Employee Penslons and BenefÌts

928 Regulatory Commission Expense

930 GeneralandMlscellaneousExpenses
931 Rents

TotalOperatlon

935 Maintenance of General Phnt




