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BAKER TILLY

Baker Tilly Virchow Krause, LLP
Ten Terrace Ct, PO Box 7398
Madison, WI 53707-7398

tel 608 249 6622

fax 608 249 8532

bakertilly.com

October 1, 2012

David Plyman, City Manager
City of Rochelle

420 N 6th St

Rochelle, IL. 61068

RE: Update for Rochelle Municipal Utilities Electric Cost of Service Study
Dear Dave:

Thanks again for the discussion regarding the update of the electric cost of service study and unbundling of
electric rates. This letter summarizes our understanding of the project requirements. If there are some
modifications needed we can incorporate those into an updated engagement letter.

UNDERSTANDING OF PROJECT
Our services will include the following:

1. Update electric cost of service study to determine the cost to serve customer based on forecasted
Fiscal Year 2014 revenues required to operate the electric utility

2. Prepare unbundled rates based on guidance from the cost of service study coupled with input from the
UAB and City Manager

3. Prepare a cash flow forecast to detail when future rate increases will be needed based on operations
forecasted for the next five year period

As we discussed on the call last week we are ready to begin work on the study on your approval and anticipate
completion approximately 60 days after that. This timeline is based on the timely flow of the following date from
RMU:

> Customer detailed billing information including summarized unit data (kWh, kW) by month for the latest
12-month period

> Forecasted expenditures for fiscal year 2014
> Forecasted capital project for fiscal year 2014
> Details on any expected changes in purchased power supply contracts
> Details on any expected major new customers
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FEES

Our services for the work described above will be as follows:

Services Fees
1. Update cost of service study $ 15,000
2. Prepare unbundled rates 5,000
3. Prepare forecasted five year cash flows to
estimate future rate increases needed 4,000
Total Fees $ 24,000

We appreciate the opportunity to serve Rochelle Municipal Utilities and we look forward to
working with you on this project.

Sincerely,

BAKER TILLY VIRCHOW KRAUSE, LLP

Bl Tilly Virchno Klecsese, LLP

Enclosures

Rochelle Municipal Utilities accepts the terms of this engagement letter and
the attached Baker Tilly Contract Terms and Conditions

Official's Name

Official's Signature

Title

Date



Baker Tilly Virchow Krause, LLP
Standard Business Terms

These Standard Business Terms (“Terms”) govern the services provided by Baker Tilly Virchow Krause, LLP (“Baker Tilly” or “we”) set
forth in the Engagement Letter to which these Terms are attached (the “Services”). These Terms, together with the Engagement Letter to
which they are attached, constitute the entire understanding and agreement between the client identified on such Engagement Letter (the
“Client”) and Baker Tilly with respect to the Services described in the Engagement Letter (collectively, the Engagement Letter and these
Terms are referred to as the “Agreement”) and supersede and incorporate all prior or contemporaneous representations, understandings
or agreements, and may not be modified or amended except by an agreement in writing signed between the parties hereto. if there is a
conflict between these Terms and the terms of any Engagement Letter, these Terms shall govern.

Section 1. Deliverables

(a) Materials specifically prepared by Baker Tilly for Client as a
deliverable under a Engagement Letter (each a “Deliverable”) may,
when fully paid for by Client, be used, copied, distributed internally, and
modified by Client but solely for its internal business purposes. Client
shall not, without Baker Tilly’s prior written consent, disclose to a third
party, publicly quote or make reference to the Deliverables. Baker Tilly
shall retain all right, title and interest in and to: (i) the Deliverables,
including but not limited to, all patent, copyright, trademark and other
intellectual property rights therein; and (i) all methodologies, processes,
techniques, ideas, concepts, trade secrets and know-how embodied in
the Deliverables or that Baker Tilly may develop or supply in connection
with this Agreement (the “Baker Tilly Knowledge”). Subject to any
confidentiality restrictions, Baker Tilly may use the Deliverables and the
Baker Tilly Knowledge for any purpose.

(b) The documentation for this engagement, including the workpapers,
is not part of the Deliverables, is the property of Baker Tilly and
constitutes confidential information. We may have a responsibility to
retain the documentation for a period of time sufficient to satisfy any
applicable legal or regulatory requirements for records retention. If we
are required by law, regulation or professional standards to make
certain documentation available to Regulators, Client hereby authorizes
us to do so.

Section 2. Standards of Performance

Baker Tilly shall perform its Services in conformity with the terms
expressly set forth in this Agreement, including all applicable
professional standards. Accordingly, our Services shall be evaluated on
our substantial conformance with such terms and standards. Any claim
of nonconformance (and applicability of such standards) must be clearly
and convincingly shown. Client acknowledges that the Services will
involve the participation and cooperation of management and others of
Client. Unless required by professional standards or Client and Baker
Tilly otherwise agree in writing, Baker Tilly shall have no responsibility to
update any of its work after its completion.

Section 3. Warranty
(a) Each party represents and warrants to the other that it has full power

and authority to enter into and perform this Agreement and any
Engagement Letter entered into pursuant hereto and the person signing
this Agreement or such Engagement Letter on behalf of each party
hereto has been properly authorized and empowered to enter into this
Agreement.

(b) Baker Tilly warrants that it will perform its services on a reasonable
professional efforts basis. This warranty is in lieu of, and we expressly
disclaim, all other warranties, express, implied or otherwise, including
without limitation any implied warranties of merchantability or fitness for
a particular purpose. We cannot and do not warrant computer hardware,
software or services provided by other parties.

Section 4. Limitation on Damages and Indemnification
(a) The liability (including attorney’s fees and ALL other costs) of Baker

Tilly and its present or former partners, principals, agents or employees
related to any claim for damages relating to the services performed
under this Agreement shall not exceed the fees paid to Baker Tilly for
the portion of the work to which the claim relates. This limitation of
liability is intended to apply to the full extent allowed by law, regardless
of the grounds or nature of any claim asserted, including the negligence
of either party. In no event shall either party be liable for ANY lost
profits, LOST Business opportunity, lost data, consequential, special,
incidental, exemplary or punitive damages arising out of or related to
this Agreement.

{b) As Baker Tilly is performing the Services solely for the benefit of
Client, Client will indemnify Baker Tilly, its subsidiaries and their present
or former partners, principals, employees, officers and agents against ali
costs, fees, expenses, damages and liabilities (including attorneys’ fees
and all defense costs) associated with any third-party claim, relating to

or arising as a result of the Services, Client's use of the Deliverables, or
this Agreement.

(¢) In the event Baker Tilly is requested by the Client; or required by
government regulation, subpoena, or other legal process to produce its
engagement working papers or its personnel as witnesses with respect
to its Services rendered for the Client, so long as Baker Tilly is not a
party to the proceeding in which the information is sought, Client will
reimburse Baker Tilly for its professional time and expenses, as well as
the fees and legal expenses, incurred in responding to such a request.
(d) Because of the importance of the information that Client provides to
Baker Tilly with respect to Baker Tilly's ability to perform the Services,
Client hereby releases Baker Tilly and its present and former partners,
principals, agents and employees from any liability, damages, fees,
expenses and costs, including attorneys fees, relating to the Services,
that arise from or relate to any information, including representations by
management, provided by Client, its personnel or agents, that is not
complete, accurate or current.

(e) Baker Tilly will indemnify Client against any damage or expense
relating to bodily injury or death of any person or tangible damage to
real and/or personal property incurred while Baker Tilly is performing the
Services to the extent such damage is caused solely by the negligent
acts or wiliful misconduct of Baker Tilly's personnel or agents in
performing the Services.

(f) Each party recognizes and agrees that the warranty disclaimers and
liability and remedy limitations in this Agreement are material bargained
for bases of this Agreement and that they have been taken into account
and reflected in determining the consideration to be given by each party
under this Agreement and in the decision by each party to enter into this
Agreement.

(g) The terms of this Section 4 shall apply regardless of the nature of
any claim asserted (including, but not limited to, contract, tort, or any
form of negligence, whether of Client, Baker Tilly or others), but these
terms shall not apply to the extent finally determined to be contrary to
the applicable law or regulation. These terms shall also continue to
apply after any termination of this Agreement.

(h) Client accepts and acknowledges that any legal proceedings arising
from or in connection with the services provided under this Agreement
must be commenced within twelve (12) months after the performance of
the Services for which the action is brought, without consideration as to
the time of discovery of any claim.

Section 5. Personnel

During the term of this Agreement, and for a period of six (6) months
foliowing the expiration or termination thereof, neither party will actively
solicit the employment of the personnel of the other party involved
directly with providing Services hereunder. Both parties acknowledge
that the fee for hiring personnel from the other party, during the project
term and within six months following completion, will be a fee equal to
the hired person’s annual salary at the time of the violation so as to
reimburse the party for the costs of hiring and training a replacement.

Section 6. Termination

(a) This Agreement may be terminated at any time by either party upon
fifteen (15) days’ written notice to the other. However, upon termination
of this Agreement, this Agreement will continue to remain in effect with
respect to any Statement(s) of Work already issued at the time of such
termination, until such Statements of Work are themselves either
terminated or the performance there under is completed.

(b) This Agreement and all Statements of Work may be terminated by
either party effective immediately and without notice, upon: (i) the
dissolution, termination of existence, liquidation or insolvency of the
other party, (ii) the appointment of a custodian or receiver for the other
party, (i) the institution by or against the other party of any proceeding
under the United States Bankruptcy Code or any other foreign, federal
or state bankruptcy, receivership, insolvency or other similar law
affecting the rights of creditors generally, or (iv) the making by the other
party of any assignment for the benefit of creditors.



Baker Tilly Virchow Krause, LLP
Standard Business Terms (cont.)

(c) Client shall pay Baker Tilly for all Services rendered and expenses
incurred as of the date of termination, and shall reimburse Baker Tilly for
all reasonable costs associated with any termination.

(d) In the unlikely event that differences concerning the Services or fees
should arise that are not resolved by mutual agreement, both parties
agree to attempt in good faith to settle the dispute by engaging in
mediation administered by the American Arbitration Association under
its mediation rules for professional accounting and related services
disputes before resorting to litigation or any other dispute-resolution
procedure. Each party shall bear their own expenses from mediation
and the fees and expenses of the mediator shall be shared equally by
the parties.

(e) Further, in the unlikely event that differences concerning the
Services or fees should arise that are not resolved by mutual agreement
or mediation, both parties agree to waive a jury trial to facilitate judicial
resolution and save time and expense of both parties.

(f) Any rights and duties of the parties that by their nature extend
beyond the expiration or termination of this Agreement, including but not
limited to, limitation of liability, ownership of work product, and survival
of obligations, any accrued rights to payment and remedies for breach
of this Agreement shall survive the expiration or termination of this
Agreement or any Engagement Letter.

Section 7. Force Majeure
In the event that either party is prevented from performing, or is unable

to perform, any of its obligations under this Agreement due to any act of
God, fire, casualty, flood, war, strike, lock out, failure of public utilities,
injunction or any act, exercise, assertion or requirement of any
governmental authority, epidemic, destruction of production facilities,
insurrection, inability to obtain labor, materials, equipment,
transportation or energy sufficient to meet needs, or any other cause
beyond the reasonable control of the party invoking this provision
(“Eorce Majeure Event’), and if such party shall have used reasonable
efforts to avoid such occurrence and minimize its duration and has given
prompt written notice to the other party, then the affected party’s failure
to perform shall be excused and the period of performance shall be
deemed extended to reflect such delay as agreed upon by the parties.

Section 8. Taxes

Baker Tilly's fees are exclusive of any federal, national, regional, state,
provincial or local taxes, including any VAT or other withholdings,
imposed on this transaction, the fees, or on Client's use of the Services
or possession of the Deliverable (individually or collectively, the
“Taxes”), all of which shall be paid by Client without deduction from any
fees owed by Client to Baker Tilly. In the event Client fails to pay any
Taxes when due, Client shall defend, indemnify, and hold harmless
Baker Tilly, its officers, agents, employees and consultants from and
against any and all fines, penalties, damages, costs (including, but not
limited to, claims, liabilities or losses arising from or related to such
failure by Client) and will pay any and all damages, as well as all costs,
including, but not limited to, mediation and arbitration fees and
expenses as well as attorneys’ fees, associated with Client's breach of
this Section.

Section 9. Notices

Any notice or communication required or permitted under this
Agreement or any Engagement Letter shall be in writing and shall be
deemed received (i) on the date personally delivered; or (ii) the date of
confirmed receipt if sent by Federal Express, DHL, UPS or any other
reputable carrier service, to applicable party (sending it to the attention
of the title of the person signing this Agreement) at the address
specified on the signature page of this Agreement or such other address
as either party may from time to time designate to the other using this
procedure.

Section 10. Miscellaneous

(a) In the event that any provision of this Agreement or any Engagement
letter is held by a court of competent jurisdiction to be unenforceable
because it is invalid or in conflict with any law of any relevant
jurisdiction, the validity of the remaining provisions shall not be affected,
and the rights and obligations of the parties shall be construed and
enforced as if the Agreement or such Engagement Letter did not contain
the particular provisions held to be unenforceable. The unenforceable
provisions shall be replaced by mutually acceptable provisions which,
being valid, legal and enforceable, come closest to the intention of the
parties underlying the invalid or unenforceable provision. If the Services
should become subject to the independence rules of the U.S. Securities
and Exchange Commission with respect to Client, such that any
provision of this Agreement would impair Baker Tilly's independence
under its rules, such provision(s) shall be of no effect.

(b) Neither this Agreement, any Engagement Letter, any claim, nor any
rights or licenses granted hereunder may be assigned, delegated or
subcontracted by either party without the written consent of the other
party. Either party may assign and transfer this Agreement and any
Engagement Letter to any successor that acquires all or substantially all
of the business or assets of such party by way of merger, consolidation,
other business reorganization, or the sale of interests or assets,
provided that the party notifies the other party in writing of such
assignment and the successor agrees in writing to be bound by the
terms and conditions of this Agreement.

(c) The validity, construction and enforcement of this Agreement
shall be determined in accordance with the laws of the State of
IHlinois, without reference to its conflicts of laws principles, and
any action arising under this Agreement shall be brought
exclusively in the State of lllinois. Both parties consent to the
personal jurisdiction of the state and federal courts located in lllinois.

(d) The parties hereto are independent contractors. Nothing herein shall
be deemed to constitute either party as the representative, agent,
partner or joint venture of the other.

(e) The failure of either party at any time to enforce any of the provisions
of this Agreement or a Engagement Letter will in no way be construed
as a waiver of such provisions and will not affect the right of the party
thereafter to enforce each and every provision thereof in accordance
with its terms.

(f) Client acknowledges that: (i) Baker Tilly and Client may correspond
or convey documentation via Internet e-mail unless Client expressly
requests otherwise, (ii) neither party has control over the performance,
reliability, availability, or security of Internet e-mail, and (iii) Baker Tilly
shall not be liable for any loss, damage, expense, harm or
inconvenience resulting from the loss, delay, interception, corruption, or
alteration of any Internet e-mail.

(g) Except to the extent expressly provided to the contrary, no third-
party beneficiaries are intended under this Agreement.

(h) Baker Tilly Virchow Krause, LLP is a member of Baker Tilly
International Limited. Each member firm of Baker Tilly International
Limited is a separate and independent legal entity. Baker Tilly
International Limited and its other members are not responsible or liable
for any acts or omissions of Baker Tilly Virchow Krause, LLP. Baker Tilly
Virchow Krause, LLP and its subsidiaries are not responsible or liable
for any acts or omissions of any other member of Baker Tilly
International Limited. Baker Tilly International Limited does not render
any professional services and does not have an ownership or
partnership interest in Baker Tilly Virchow Krause, LLP.

Baker Tilly International Limited is an English Company. Neither Baker
Tilly International Limited nor any other member firm has a right to
exercise management control over any other member firm. Baker Tilly
Virchow Krause, LLP is not Baker Tilly International Limited’s agent and
does not have authority to bind Baker Tilly International Limited or act
on Baker Tilly International Limited’s behalf.



