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What is SEPA?
How does it work for the KYMEA members? 
What is the future of SEPA? 

In today's ever-changing power supply world, KYMEA is
continually learning how to flex and grow within a
complex environment.  There is much debate on what
environmental regulations may be coming down the
pipeline. 

The KYMEA members' Southeastern Power
Administration (SEPA), entitlement is an important piece
of the Agency's carbon-free initiatives. 

Several questions come to mind surrounding SEPA.

It might be helpful to begin with a bit of history about
SEPA and its origins. 

SEPA, established on March 21, 1950, is one of four
power marketing administrations (PMAs) setup under the
purview of the United States Department of Energy
(DOE). The other PMAs include the Bonneville Power
Administration (BPA), the Southwestern Power
Administration (SWPA) and the Western Area Power
Administration (WAPA). Each PMA is responsible for
marketing hydroelectric power produced at federal dams
operated by the US Army Corps of Engineers (Corps) or
Bureau of Reclamation within a specific geographic
region. 

Section 5 of the Flood Control Act of 1944 outlines
SEPA’s enabling legislation.
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KYMEA to integrate their SEPA entitlement as part of the
overall KYMEA portfolio. The win-win agreement provides a
direct payment to each AR member, where the member is
paid the Agency's avoided cost for capacity and energy.
KYMEA benefits as the Agency has a reliable, carbon-free,
dispatchable power resource at its disposal for serving the
member's electric load requirements.

MONETIZING SEPA FOR THE AR MEMBERS
Since KYMEA went live on May 1, 2019, through November
30, 2021, the Agency has paid the AR members nearly $9.81
million ($71 per MWh) for their SEPA power entitlement (31
months). In the previous 31 months, when the AR members
purchased their power from Kentucky Utilities and sold the
SEPA energy into the MISO market, the SEPA energy earned
$4.95 million ($38 per MWh). By entering into an agreement
with KYMEA, where the Agency could utilize the SEPA
capacity, the AR members increased their SEPA revenue by
87%.

Hydropower is fueled by water, making it a clean source of
energy. In addition, hydroelectric power emits no air
emissions.
Hydroelectric power is a domestic energy source, allowing
each state to produce its energy without relying on
international fuel sources.
Impoundment hydropower creates reservoirs that offer
recreational opportunities such as fishing, swimming, and
boating. Therefore, most hydropower installations must
provide some public access to the reservoir to allow the
public to take advantage of these opportunities. 
Hydroelectric power is flexible. Some hydropower facilities
can quickly go from zero power to maximum output. Because
hydropower plants can generate power to the grid
immediately, they provide essential backup power during
major electricity outages or disruptions.
Hydropower provides benefits beyond electricity generation
by providing flood control, irrigation support, and clean
drinking water.
Hydropower is affordable. Hydropower provides low-cost
electricity and durability over time compared to other
sources of energy. Construction costs can even be mitigated
by using preexisting structures such as bridges, tunnels, and
dams.
Hydropower compliments other renewable energy sources.
Technologies like pumped storage hydropower (PSH) store
energy to use in tandem with renewables such as wind and
solar power when demand is high.

ADVANTAGES OF HYDROPOWER
As the electric industry moves toward a more significant
percentage of renewable energy, KYMEA's SEPA hydropower fits
the bill. The energy generated through hydropower relies on the
water cycle, which is driven by the sun, making it renewable.

The Value of SEPA Hydroelectric
Power
BY DOUG BURESH

Greetings,

During KYMEA's formative years, the
Agency's all requirements members (AR
members) had to decide what to do with
the 32 MW of Southeastern Power
Administration (SEPA) hydroelectric
power entitlement they have been
receiving from the Cumberland River
system since 1983. To extract the
maximum value from SEPA, the eight AR
members entered into agreements with 



KYMEA WALKS FOR CHARITY
Staff participated in Alliant Technologies
Leisure Loop walk for charity. We were
honored to participate in our Eastpoint
Business Park neighbor's annual event to
support local charities.
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KYMEA's DIVERSIFIED PORTFOLIO
SEPA is an essential component of KYMEA's diversified
portfolio. The SEPA energy provides 4% of the energy
needs and 12% of the capacity needs. More importantly,
SEPA provides reliability. Most of KYMEA's load (98.5%) is
not in an open and competitive power market but rather
resides inside the LKE transmission area. Access to the
MISO and PJM competitive markets requires expensive firm
point-to-point transmission reservations that must be
studied and secured years in advance to meet projected
peak demand requirements. The SEPA power, which
sources from the TVA transmission system, provides
KYMEA access to a reliable, dispatchable resource from a
different geographic location providing power and
transmission diversity.

RENEWABLE ENERGY CREDITS
Renewable energy credits or certificates (RECs) represent
the energy generated by renewable energy sources, such 
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Sponsored by:

as hydro, solar, or wind power facilities. Buying RECs is not
equivalent to buying electricity. Instead, RECs represent the
clean energy attributes of renewable electricity.

Since KYMEA’s electricity is generated from a variety of fuel
and technology resources, including purchases from MISO
and PJM, and that electricity is transmitted across an
interconnected electrical grid that spans North America,
there is no way to know exactly what energy source(s)
provide our electricity at any specific time. However, we can
keep track of specific generation from renewable resources
such as SEPA and track their RECs. The KYMEA SEPA hydro
provides 57,954 MWh of renewable energy or RECs, enough
to satisfy the 100% green energy needs for 4,200
residential Kentucky homes.
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Important Dates
December

14th         Budget Committee Meeting
15th         Board Meeting
15th         AR Rates Workshop

January

February
24th         AR Project Committee
24th         Board Meeting

26th         AR Rates Workshop     
27th         Board Meeting

KYMEA’s Annual Members Conference is hosted in May
each year. The conference offers valuable industry and
Agency updates from staff and subject matter experts. It
was two years ago when KYMEA hosted its last Annual
Members Conference in May of 2019. Because of COVID-
19, the 2020 conference was regrettably canceled. In an
effort to protect staff and KYMEA members, the Agency
postponed the 2021 conference to October. 

Morning sessions began with KYMEA’s President & CEO,
Doug Buresh, providing a “Year in Review.” This was a year
like no other, and KYMEA passed with flying colors.
Regardless of a drop in demand, a 26.4% increase in
LGE/KU transmission rates, and COVID, KYMEA continued
to serve members with reliable power and lower rates. The
financial health of the Agency continues to follow the glide
path the Directors established through the Financial Metrics
in 2020. Staff spent an extraordinary amount of time in
2019/2020 developing the Integrated Resource Plan
(IRP2020), which was approved by the Board in July.

It was a pleasure to have Andy Whitesitt, Senior Vice
President & Chief Business Development Officer from ACES,
give a presentation about market trends and changes. Andy
spoke about the volatility of natural gas prices and power
markets specific to KYMEA’s region. He also discussed a
great deal about the uncertainty surrounding renewable
energy and carbon-free legislation coming down the
pipeline.

Next up was an impressive panel of industry experts who
presented their viewpoints on the new Southeast Energy
Exchange Market (SEEM) and how it may potentially benefit
KYMEA. The panel opened with a review of what SEEM is
and how it’s expected to operate. Brad Kushner, National
Director of Energy Practice, nFront Consulting, described
the exchange, proposed by 13 entities to include 10
Balancing Authorities (BAs), as an automated intra-hour
platform to match buyers and sellers with the goal of more
efficient bilateral trading, utilizing unused transmission
capacity to achieve cost savings for customers. John
Painter, CEO & Executive Consultant of nFront Consulting,
led a discussion about power supply impacts, including
resource utilization, solar penetration, and levelized cost
benefits. The presentation concluded with Latif Nurani,
Partner with Spiegel McDiarmid, examining the FERC
process required for the proposed exchange. The panelists
subsequently fielded questions from the attendees. 

Afternoon sessions reconvened with the American Public
Power’s Director, Policy Research and Analysis, Paul
Zummo, looking at the landscape for electrification,
including electric vehicles, home heating, and water heating.
Zummo discussed load growth potential stemming from
increased electrification and some of the potential
challenges. He evaluated public power case studies of
utilities that have developed electrification programs,
including setting EV rates, charger deployment, and other
incentives. 

BACK TOGETHER AGAIN
BY MICHELLE HIXON
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As most are aware, cybersecurity has become increasingly
concerning, especially in the energy industry and critical
infrastructure space. KYMEA was proud to compile an
impressive panel of experts to include Carter Manucy, IT/OT
& Cybersecurity Director, Florida Municipal Power Agency,
who shared how cybersecurity is changing the way utilities
operate. Patrick Miller, Critical Infrastructure Security &
Regulatory Advisor, described blocking and tackling
methods that are the most effective risk mitigations tools to
implement. Finally, Tim Blodgett, President & CEO,
Hometown Connections, advised the group of current
programs that utilities can take advantage of, including
grant opportunities through APPA, DOE, and DHS.

KYMEA’s Annual Member’s Conference concluded with
closing remarks made by Stan Pinegar, President, Duke
Energy Indiana (DEI). He thanked the members for their
recent partnership in a 60 MW PPA and expressed DEI’s
commitment to providing energy that’s reliable, affordable,
and available at all hours and in all seasons while
transitioning to a cleaner generation mix. This concluded a
very productive and informative conference and the re-
launching of what we hope are many more conferences
together as an Agency.
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Section 5 of the Flood Control Act of 1944

SEPA marketing areas include the states of Alabama,
Florida, Georgia, Illinois, Kentucky, Mississippi, North
Carolina, South Carolina, Tennessee, Virginia, and West
Virginia. These areas are comprised of five river systems
that are further broken down into four SEPA systems:
Georgia-Alabama-South Carolina, Cumberland, Kerr
Philpott, and Jim Woodruff. In 1983 SEPA issued a new
Cumberland System marketing policy that allocated power
to new preference customers within the Kentucky Utilities
service area. This new expansion was contingent upon
negotiating transmission service with the Tennessee Valley
Authority (TVA) as SEPA does not own any transmission
lines. KYMEA’s members of Barbourville, Bardwell, Benham
Corbin, Falmouth, Frankfort, Madisonville, Owensboro, Paris,
and Providence signed contracts for a total of 57.2 MWs of
capacity and associated energy with SEPA. 

The capacity and energy are comprised of hydro plants
associated with SEPA’s Cumberland Power System shown in
the following table (except for the Laurel Dam).  Delivery is
at the TVA/LG&E interface by means of negotiated TVA 
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point-to-point transmission service and is brought into
member’s delivery points via network integrated 
 transmission service on the LG&E system. During normal
operations, KYMEA’s members have an annual commitment
to 102,954 MWh of energy and are bound by a minimum
monthly hourly use of 60 hours and a maximum monthly
hourly use of 240 hours. 

"Electric power and energy generated at reservoir projects under
the control of the War Department and in the opinion of the

Secretary of War not required in the operation of such projects
shall be delivered to the Secretary of the Interior, who shall

transmit and dispose of such power and energy in such manner
as to encourage the most widespread use thereof at the lowest

possible rates to consumers consistent with sound business
principles, the rate schedules to become effective upon

confirmation and approval by the Federal Power Commission.
Rate schedules shall be drawn having regard to the recovery of

the cost of producing and transmitting such electric energy,
including the amortization of the capital investment allocated to
power over a reasonable period of years. Preference in the sale
of such power and energy shall be given to public bodies and
cooperatives. The Secretary of the Interior is authorized, from

funds to be appropriated by the Congress, to construct or
acquire, by purchase of other agreement, only such transmission
lines and related facilities as may be necessary in order to make

the power and energy generated at said projects available at
wholesale quantities for sale on fair and reasonable terms at

conditions to facilities owned by the Federal Government, public
bodies, cooperatives, and privately owned companies. All
moneys received from such sales shall be deposited in the
Treasury of the United States as miscellaneous receipts."

A HISTORY OF KYMEA'S HYDROELECTRIC POWER
CONTINUED

As noted in the table above, these dams serve multiple purposes.
They provide flood control, carbon-free capacity and energy,
navigation services, recreational purposes associated with pool
levels, and area redevelopment. Annually, SEPA performs
repayment studies associated with projects linked to dam
rehabilitation and issues new rates to recover those costs from
its customers. Given the multi-uses of dams, how those costs are
recouped can become contested. Arguments can be made that
projects can be either associated with flood control and dam
safety versus power production for example.

The table above shows KYMEA members' allocated share of
SEPA. 
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FALMOUTH

Falmouth was settled by John Waller as early as

1780 but was not incorporated as a city until

1856.

Falmouth is a resilient community, bouncing

back from numerous natural disasters that

have ravaged the town for more than a century,

including an F5 tornado in 1968 and several

major floods.

Dr. Phillip Allen Sharp was a scientist and

native of Falmouth who won the Nobel Prize

for his work that changed the industry's

understanding of the structure of genes, 

The City of Falmouth began providing electric

services in 1963 and currently serves 1,035

residential, commercial, and industrial

customers.

DID YOU KNOW?

What is happening in

our communities?

DECEMBER
2-Jan 1st :  Buffalo Trace Distillery Lights Up The

Holidays Drive Through - Frankfort

4-18th :  Madisonville-Hopkins County Parade of

Lights Tour

11th :  Farm Holiday Market - Frankfort

11th :  Christmas Village & Ice Skating Rink - Corbin

17th :  Bourbon County Scavenger Hunt Christmas

Light Edition - Paris

18th :  Breakfast with Santa - Berea

18th :  Christmas Parade - Owensboro

6th :  Harlem Globetrotters - Owensboro

31st :  Dali String Quartet at Glema Mahr Center for

the Arts - Madisonville

JANUARY

11-13th :  West KY Boat & Outdoor Car Show - 

 Owensboro 

21st :  Taste of Owensboro

FEBRUARY
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https://en.wikipedia.org/wiki/Phillip_Allen_Sharp
https://en.wikipedia.org/wiki/Nobel_Prize
https://en.wikipedia.org/wiki/Gene
http://www.kentuckymonthly.com/events/Buffalo%20Trace%20Distillery%20Lights%20Up%20The%20Holidays%20Drive%20Through_1/?occ_dtstart=2021-12-02T18:00
http://www.kentuckymonthly.com/events/Dali%20String%20Quartet%20at%20Glema%20Mahr%20Center%20for%20the%20Arts/?occ_dtstart=2022-01-31T19:00


Kentucky Municipal Energy Agency
1700 Eastpoint Pkwy. Ste. 220
Louisville, KY 40223

#PUBLICPOWERFORKENTUCKY

www.kymea.org LinkedIn contact@kymea.org

If you have ideas for the next Power Post, please email Michelle Hixon at mhixon@kymea.org.

http://www.kymea.org/
https://www.linkedin.com/company/kentucky-municipal-energy-agency/
https://www.kymea.org/contact-us

