HENRY COUNTY REMC
POLICY MANUAL

Special Capital Credit Retirements to Estates Policy 312

OBJECTIVE

A- The objective of this policy (“policy”) is to state the general policy of Henry
County REMC (“REMC”) for retiring capital credits.

POLICY

A. The REMC shall retire capital credits in a manner that:
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Is consistent with state and federal law;

Is consistent with operating on a cooperative basis under federal tax law;
Is fair and reasonable to the REMC's members and former members;
Provides the REMC with sufficient equity and capital to operate
effectively and efficiently;

Protects the REMC's financial condition; .

Considers the REMC'’s rate competitiveness;

Provides adequate cash flow coverage,;

Provides a strong equity position;

Provides for liquidity;

Provides a well-defined business plan;

Evidences an experienced management team and board;

Provides an adequate cash reserve for the REMC in the event of a
catastrophic event; and

13. Is consistent with the by-laws for the REMC.

B. Subject to law, REMC'’s Articles of Incorporation and its bylaws, the
retirement of capital credits to the heirs of former members is at the sole
discretion of REMC's Board of Directors (“Board”).



SPECIAL CAPITAL CREDITS RETIREMENTS

A.

The retirement of capital credits shall be considered a special retirement of
capital credits. REMC:

1. May specially retire capital credits upon the death of a member or former
member;

2. May specially retire capital credits upon the dissolution, liquidation or
cessation of existence of an entity patron or former patron;

3. May not specially retire capital credits upon the reorganization, merger, or
consolidation of an entity patron or former patron;

4. May not specially retire capital credits upon a member or former member
reaching a certain age;

DISCOUNTING SPECIAL CAPITAL CREDIT RETIREMENTS

A.

For special capital credits retired before the time of the REMC anticipated
normally retiring the capital credits, as agreed upon by the REMC and a
member or former member, the REMC may pay the discounted, net present
value of the capital credits.

It shall be assumed that the REMC will retire capital credits after 30 years
when calculating whether a special capital credits retirement shall be
discounted.

An interest rate determined by the Board of Directors will be established at
the implementation of this policy and on an annual basis thereafter.

. The REMC will calculate this interest rate based on its weighted cost of

capital, which assumes the REMC will need to replace the funds used to
retire the capital credits early by acquiring funds through borrowing or
increasing revenue from current members.

RECOUPMENT

A.

Before retiring capital credits allocated to a member or former member, the
REMC may recoup, offset or set off any amount owed to the REMC by the
patron or former patron by the amount owed.

ADVERSE FINANCIAL IMPACT

A. The REMC shall not retire any capital credits unless the Board first

determines that the retirement will not adversely impact the REMC's financial
condition.



The REMC shall budget funds for the special retirement of capital credits.
Management will report to the Board periodically on the amount of capital
credits retired and compare this to budget. The board may budget additional
dollars if it chooses. If the board chooses not to budget additional dollars,
then those special retirement requests in excess of the budget shall be the
first to be paid in the following year.

REQUEST AND AGREEMENT FOR SPECIAL RETIREMENT

A.

The REMC may make a special retirement of capital credits upon the death of
a member or former member only upon receiving a written request from the
appropriate legal representative or a person representing themselves as an
heir.

The person making application must provide appropriate documentation as
detailed in the REMC's procedures dealing with the special retirement of
capital credits to the heirs of members or former members.

RESPONSIBILITY

A.

B.
C.

The REMC's general manager or chief executive officer is responsible for
implementing this policy and for developing the practices and procedures
necessary to allocated and retire capital credits according to the policy.

The Board is responsible for the REMC's compliance with this policy.
The Board shall review this policy on an annual basis or at such other

appropriate time.



