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Proposal Overview
On January 16, 2020, Middle Tennessee Electric Membership Corporation and the City of Murfreesboro, Tennessee
submitted a formal joint proposal for TVA’s consent to assign the City’s wholesale power contract to MTEMC. This action
was in light of MTEMC’s pending purchase of the Murfreesboro Electric Department for $245M. In February, MTEMC and
MED responded to follow-up questions from TVA, which enabled TVA to commence its review of the proposed acquisition.

TVA’s Role as Regulator
TVA regulates local power companies, such as MED and MTEMC, to ensure that TVA power is sold at low rates and electric
consumers are treated fairly and consistently. TVA’s regulatory framework and oversight ensures transparency,
engagement, and compliance. In its regulatory role, TVA must consent to assign an LPC’s WPC, and TVA’s determination
is based on whether the proposed acquisition is in the best interest of the electric consumers of both systems.

Standard of Review - Material Net Benefits for Ratepayers
Using benchmarking data and research, TVA developed a robust and detailed framework for reviewing and evaluating
proposed mergers, acquisitions, and consolidations of LPCs. TVA’s 2017 Mergers, Acquisitions, and Consolidations
Guidelines are consistent with the standards applied by peer regulators across the nation. The Guidelines require
quantitative and qualitative analyses to determine if a proposed transaction’s benefits to ratepayers will be in excess, or
net, of the costs to achieve those benefits such that the transaction is likely to produce material net benefits for ratepayers
as defined and determined under the framework of the Guidelines. TVA will consent to a WPC assignment only if the
Material Net Benefits standard is met. Per the Guidelines, a proposed transaction will not be deemed to provide Material
Net Benefits if it is likely to have an adverse impact on rates, financial strength of the surviving LPC, or reliability and quality
of its electric service. The Guidelines’ nine evaluation factors for analyzing whether there are Material Net Benefits are:
(1) overall long-term well-being of the LPC and its ratepayers, (2) financial terms and allocation of proceeds, (3) synergies
and cost savings, (4) rates, (5) rate parity, (6) financial integrity and strength of LPC, (7) operational and reliability impacts,
quality of service, and safety, (8) existing programs, and (9) other benefits and risks.

Determination
Based on the Material Net Benefits standard, including the quantitative and qualitative results, TVA consents to assign the
City’s WPC to MTEMC, subject to some conditions.
See Appendix A - Determination Letter to MTEMC / City / MED.

Disposition of Comments
In its role as regulator, TVA is committed to remaining neutral and transparent. One way TVA achieved this throughout
the entirety of its comprehensive and objective review of the acquisition proposal was by establishing an open, formal
process for TVA’s stakeholders and business partners to provide their valued input on the acquisition proposal in writing
to TVA. TVA carefully considered all input received from stakeholders through this process as TVA conducted its thorough
evaluation of the acquisition proposal. To ensure transparency continues beyond TVA’s determination announcement,
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TVA has compiled a summary of the comments received through the stakeholder feedback process for public review. In
addition, TVA has provided responses and observations to the comments received from stakeholders and its business
partners in relation to the acquisition proposal.
See Appendix B – Disposition of Comments.
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Comments Process for LPCs and Associations
In response to the joint proposal submitted by MTEMC and the City, LPCs and Valley associations—including Tennessee
Electric Cooperative Association, Tennessee Municipal Electric Power Association and Kentucky Municipal Utilities
Association—provided TVA with comments regarding the proposed acquisition. On February 3, 2020, TVA formally
requested TECA and TMEPA to submit written comments on behalf of their associations and LPC members. Of the thirtytwo responses TVA received from Valley stakeholders, twenty-two were from individual LPCs. TVA considered all
comments as it conducted its objective and comprehensive review of the joint proposal.

Key Issues from Stakeholders & TVA’s Responses
The following summarizes the key stakeholder issues, observations, and TVA’s responses:
Issue 1 – Taxes & Use of Sale Proceeds
A. Issues Under Consideration - The majority of LPCs and associations voiced objections to the City’s right to the proceeds
from the sale. Comments included electric sales revenue will benefit MTEMC rather than MED’s electric consumers. One
stakeholder objected to MED’s cash reserves being used as MTEMC’s down payment for the purchase, such that MED’s
cash is being paid to the City for the transaction. Some commented that the City, as a tax-funded entity, will profit from
the sale of an electric-rate-funded entity. A couple LPCs questioned the transfer of cash reserves to the City, given some
Murfreesboro taxpayers are MTEMC members. Other stakeholders voiced that TVA should execute its regulatory
authority, prevent revenues from the sale being transferred to the City’s budget, and deny consent to assign the municipal
utility to a not-for-profit cooperative. One LPC offered that TVA could consider requiring proceeds to be used for electrical
improvements in MED’s service territory or rebates for impacted MED customers. Several respondents noted that local
politicians should be prevented from using cash from the sale to avoid substantial tax increases.
B. Observation - The City owns the electric system assets and appears authorized under state law to sell its electric system
and to keep the excess proceeds from that sale. The WPC does not address proceeds from the sale of an electric system.
TVA’s Guidelines do not prevent the City from retaining any excess proceeds resulting from the sale and depositing them
into its general fund, if the Material Net Benefits standard is otherwise met. The heightened level of scrutiny required by
this standard is intentional, as the standard is specifically designed to ensure that the transaction is consistent with the
best interests of all ratepayers served by the electric system.
C. TVA Response - Given that the City owns the electric system assets, the apparent absence of state law prohibiting the
City from retaining proceeds from sale of its electric system, and because the proposal has met TVA’s Material Net Benefits
standard, TVA does not object to the City retaining proceeds from the sale of its system. TVA determined that no basis
existed under applicable state law or the wholesale power contract to restrict the City’s use of excess proceeds from the
sale of its electric system.
Issue 2 - Violation of WPC Provisions
A. Issues Under Consideration - A few stakeholders commented that the provisions of the WPC prohibit revenue from
the operation of a municipal electric system being used to benefit the City. It was cited that the WPC states a City’s general
fund may only receive payments-in-lieu-of-tax, which is the lowest priority required in the WPC’s use of revenue
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provisions. Some LPCs shared TVA’s past efforts to remedy Cities’ noncompliance with the WPC in cases where they used
electric assets or investments of electric revenue in City operations. In light of these past efforts, some stakeholders
expressed difficulty in understanding how TVA would approve sales proceeds being transferred to the City’s general fund.
B. Observation - The City owns the electric system assets, and appears authorized under applicable law to sell the assets,
and keep the excess proceeds from the sale. The WPC’s use of revenues provision does not apply to proceeds resulting
from the sale of an electric system, only the revenues derived from electric system’s “normal operation.” Proceeds from
the sale of the entire electric system is not considered a “normal operation” of the electric system. Once the WPC is
assigned to MTEMC, these terms of the WPC no longer apply to the City.
C. TVA Response - TVA has determined that in the case of a sale and proper assignment of the WPC, the use-of-revenues
provision is not applicable to the sale of an entire electric system. Further, after the sale and proper assignment of the
contract, the use of revenues requirements are no longer binding obligations of the municipality.
Issue 3 - Material Net Benefits
A. Issues Under Consideration - Several stakeholders commented that TVA must carefully employ its Material Net Benefits
standard and ensure the transaction is in the best interest of ratepayers.
B. Observation - The Guidelines provide a detailed framework for evaluating, analyzing, and comparing the costs of the
transaction and the benefit to both sets of ratepayers in order for TVA to consent to assign the WPC. The Guidelines,
which are designed to ensure the protection of ratepayers, provide for TVA’s consent of an assignment only if the probable
benefits of the proposed transaction exceed the projected costs in a material manner, as specifically defined and analyzed
thereunder (Material Net Benefits standard) – a considerably high standard that is thoroughly tested by TVA through a
diligent and complete evaluation process that is consistent with those used by other peer regulators within the industry.
These Guidelines make certain that TVA conducts a robust evaluation of the proposed transaction by requiring an in-depth
analysis of the nine different factor categories, each of which contains its own unique list of additional subcategories
requiring further assessment of required information, data, and/or or financial metrics. The Material Net Benefits
standard is further bolstered through benchmarking analysis and research that enables a better understanding of the data
and information.
C. TVA Response - Based on the nine factors considered by TVA in its comprehensive evaluation of the joint proposal, the
transaction satisfies the Material Net Benefits standard, and thus is considered in the long-term best interest of both sets
of electric consumers, subject to some conditions.
Issue 4 - Ownership of the Electric System
A. Issues Under Consideration - A few LPCs responded that the owners of MED should be able to choose whether or not
to sell an electric distribution system. Some respondents consider the City to be the owner of the electric system and
others view MED’s consumers as the owners of the public utility. Many LPCs expressed concern that more municipal
electric systems may be at risk of being sold if politicians want to leverage municipal utilities for cash.
B. Observation - The City owns and operates the electric system for the benefit of its ratepayers served by the system.
Case law supports that utility customers generally pay for services of the utility and do not gain a property interest in the
utility system assets merely by paying rates. Additionally, the City has powers granted by state statute, and in Tennessee,
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municipalities appear to have authority to sell their electric systems. As the legal owner of the electric system, the City is
able to sell its electric system under applicable state law.
C. TVA Response - The City may sell its municipal electric system, subject to TVA’s consent to assign the wholesale power
contract.
Issue 5 - Public Power
A. Issues Under Consideration - Many LPCs raised concerns that the public power model will be violated by this proposed
acquisition. Several stakeholders consider this to be a precedent-setting determination for public power, and all future
and similar transactions will be impacted by TVA’s evaluation of the MTEMC–MED joint proposal. TVA was asked to uphold
the public power model, protect electric consumers from the political and financial interests of individual LPCs, and
withhold consent to assign the WPC.
B. Observation - Public power is the provision of power for the public good, and local control and self-governance, subject
to TVA’s regulation, are key principles of public power. Local governments operate public power utilities and are
accountable to their residents through locally-elected or appointed officials.
C. TVA Response - The public power model is grounded in the belief that the provision of electricity is for the public good.
In order to protect both the public power model and Valley ratepayers, TVA comprehensively reviewed the proposed
transaction. Because under the Material Net Benefits standard the acquisition must be deemed in the best interest of
both sets of ratepayers, TVA’s rigorous evaluation is designed to protect and promote the public power model.
Issue 6 - Rates
A. Issues Under Consideration - A couple of stakeholders stated that the equalization of rates for the two systems will be
discriminatory, given that (former) MED customers within the same class as MTEMC customers will pay different rates for
a period of time.
B. Observation - A rate equalization plan was proposed by MTEMC and MED to achieve rate parity without significant
impacts on electric consumers. TVA evaluated the submitted rate proposal and worked with the parties to reach
agreement on a revised plan that includes greater ratepayer benefits. As a condition of TVA’s consent to the assignment
of the City’s WPC, prior MED customers will pay different rates from MTEMC customers for a limited duration as rates are
equalized for the combined MTEMC system. TVA does not consider this discriminatory pricing under the WPC.
Importantly, the acquisition agreement incorporates a rate equalization plan meant to achieve rate parity as soon as
practicable. Further, the Material Net Benefits analysis indicates that customers of both electric systems will likely on
average pay lower rates, both under the five-year rate plan and over the long term, than if MTEMC were not to acquire
MED.
C. TVA Response - Rates and rate parity are separate factors analyzed for Material Net Benefits under TVA’s Guidelines.
TVA’s determination of Material Net Benefits ensures that the transaction is not likely to have an adverse impact on rates
and that discriminatory pricing is avoided through application of a rate plan that achieves rate parity as soon as is
practicable.
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Issue 7 - Referendum
A. Issues Under Consideration - Some stakeholders think TVA should require a public or ratepayer referendum prior to
the sale of an electric utility. Many thought a referendum would afford electric consumers an opportunity to ask questions
before ultimately voting on the transaction. A few respondents suggested that TVA provide a process for gathering
community input and enabling LPCs to provide testimony regarding the proposed acquisition. Others asked that TVA
obtain an opinion from the Tennessee Attorney General on the public referendum issue and to not proceed until that
opinion had been received.
B. Observation - Tennessee state law requires a referendum if an electric system is purchased with bonds issued under
the Tennessee Municipal Electric Plant Law. Information provided by the parties and their legal counsels showed that the
City has not issued bonds for its electric system under this statute. However, the City provided documentation that bonds
were issued under an alternative state statute that appears to provide authority for a municipality to sell its electric system
assets and real property, without requiring a referendum. Additionally, while TVA requested MTEMC and MED to obtain
an opinion from the Tennessee Attorney General addressing the matter of a referendum, the Attorney General declined
to issue such an opinion. Despite this, the legal opinions offered by the parties and TVA’s legal counsel, including a
previously-issued Tennessee Attorney General opinion concerning a potential sale of an unrelated municipal LPC’s electric
department, provide support for the parties’ legal position that a referendum is not required in this circumstance.
C. TVA Response - TVA’s regulation does not require the City to conduct a referendum prior to the sale of the electric
system. Further, the parties have satisfactorily demonstrated that no such requirement applies under state law.
Therefore, TVA will consent to assign the WPC without the Attorney General opinion or a public referendum. The analysis
of the transaction has adequately demonstrated that the acquisition is projected to result in efficiencies and synergies
and satisfies TVA’s Material Net Benefits standard in order to assign the WPC, subject to some conditions.
Issue 8 - Regulation
A. Issues Under Consideration - Several stakeholders opined that TVA’s decision as a federal agency should prevail, not
state law. The majority of respondents thought TVA, as the regulator, should ensure that the transaction is best for all
consumers. TVA was asked to thoroughly research, evaluate, and address all risks, questions, costs, and benefits
associated with the acquisition and make a fair and impartial decision for the benefit of all ratepayers.
B. Observation - TVA’s consent is necessary for an LPC to assign the WPC. TVA has broad authority under the WPC to
decide whether to provide its consent; the WPC provides no standard for TVA to exercise this right. TVA created the
Guidelines as a fair and transparent process that is consistent with TVA’s mission and statutory obligations.
C. TVA Response - TVA has conducted a thorough, complete, and impartial evaluation of the transaction pursuant to the
Guidelines. Based on TVA’s comprehensive analysis, the Material Net Benefits standard has been met, and TVA has
consented to assign the WPC, subject to some conditions. Also, TVA required the parties to certify that they had complied
with all legal requirements and approvals, including local, state, and federal laws and regulations, prior to TVA’s consent
to assign the WPC.
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Issue 9- Synergies
A. Issues Under Consideration - A couple of commenters questioned projected efficiencies of the combined system,
claiming that MTEMC will improve its operations at the expense of MED customers. A few stakeholders also thought the
different system voltages will lead to significant inefficiencies.
B. Observation - Synergies and cost savings make up one factor for determining Material Net Benefits under the
Guidelines’ framework, and operational and reliability impacts, quality of service, and safety make up another. While no
single factor under the Guidelines is controlling, a transaction cannot be considered in the best interest of ratepayers if it
is projected to adversely impact rates, electrical reliability or service quality.
C. TVA Response - TVA evaluated the combined system and determined that adequate projected synergies have been
demonstrated for TVA’s consent to the assignment of the WPC under the Material Net Benefits standard. Importantly,
TVA’s detailed review also determined that system reliability and service quality will not be adversely impacted by
combining the two systems.
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