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VERIFICATION 

STATE OF KENTIJCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, S. Bradford Rives, being duly sworn, deposes and says that he 

is the Chief Financial Officer, for Kentucky Utilities Company, that lie has personal 

knowledge of the matters set forth in the iesponses for which he is identified as the 

witness, and the answers contained therein are true and correct to the best of his 

information, knowledge and belief. 

-. 
S. BRADFORD RIVES 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this 7'' day of September, 2008. 



VERIFICATION 

COMMONWEALTH OF KENTUCKY ) 
) ss: 

COUNTY OF JEFFERSON 1 
The undersigned, Chris Hermann, being duly sworn, deposes and says he is 

Senior Vice President - Energy Delivery for Kentucky Lltilities Company, that he has 

personal knowledge of the matters set forth in the foregoing testimony, and the answers 

contained therein are true and correct to the best of his information, knowledge and 

belief 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this 9 CI day of September, 2008 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undeisigned, Paula H. Pottinger, Ph.D., being duly sworn, deposes and says 

that she is the Senior Vice President, Human Resources for Kentucky Utilities Company, 

that she has personal lcnowledge of the matters set forth in the responses for which she is 

identified as the witness, and the answers contained therein are true and conect to the 

best of her information, knowledge and belief 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this 9 "JI day of September, 2008. 

My Commission Expires: 

.;20/0 



VERIFICATION 

STATE OF ICENTUCICY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Paul W. Thompson, being duly sworn, deposes and says that 

he is the Senior Vice President, Energy services for Kentucky Utilities Company, that he 

has personal knowledge of the matters set forth in the responses for which he is identified 

as the witness, and the answers contained therein are true and correct to the best of his 

information, lmowledge and belief. 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this 9' day of September, 2008. 

My Conlmission Expires: 

L Y / b / N " t /  I 9. .2 o / n  



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) SS:  

The undersigned, Lonnie E. Bellar, being duly sworn, deposes and says that he is 

the Vice President, State Regulation and Rates for Kentucky Utilities Company, that he 

has personal knowledge of the matters set forfh in the responses for which he is identified 

as the witness, and the answers contained therein are true and correct to the best of his 

information, knowledge and belief. 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this 9" day of September, 2008. 

(SEAL) 
80 

\AhA* 4. m*/l 

Notary P g i d J  

My Commission Expires: 

/ b c, 
[t?,YA. if2 I , ,20 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Valerie L. Scott, being duly sworn, deposes and says that she is 

the Controller, for Kentuclcy IJtilities Company, that she has personal lcnowledge of the 

matters set forth in the responses for which she is identified as the witness, and the 

answers contained therein are true and correct to the best of her information, lcnowledge 

and belief. 

VALERIE L. SCOTT 

Subscribed and sworn to before me, a Notary Public in and beroore said County 

and State, this ? t!j day of September, 2008. 

My Commission Expires: 

fl 'whl .&I 9 ZO/O 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Shannon L. Charnas, being duly sworn, deposes and says that 

she is the Director, Utility Accounting for Kentucky Utilities Company, that she has 

personal knowledge of the matters set forth in the responses for which she is identified as 

the witness, and the answers contained therein are true and conect to the best of her 

information, lcnowledge and belief. 

, f /Lq 
SHANNON L. ~ H A R N A S  

Subscribed and sworn to before me, a Notary Public in and before said County 
11 43 and State, this day of September, 2008. 

< in,,,,., d.. a". , (SEAL) 
Notary P&$c ''J 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Butch Cockerill, being duly swom, deposes and says that he is 

Director, Revenue Collection for ICentucky Utilities Company, that he has personal 

lcnowledge of the matters set forth in the responses for which he is identified as the 

witness, and the answers contained therein are true and correct to the best of his 

information, Itnowledge and belief. 

BUTCH COCKERILL 

Stibsciibed and sworn to befole me, a Notaiy Public in and befoie said County 

and State, this 9 til day of Septeiribei, 2008 

My Commission Expires: 

/1 Ic-r."c;l ,,,/!e, 9 , d 0 / I '  



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, Robert M. Conroy, being duly sworn, deposes and says that he 

is the Director, Rates for Kentucky Utilities Company, that he has personal Icnowledge of 

the matters set forth in the responses for which he is identified as the witness, and the 

answers contained therein are true and corTect to the best of his information, knowledge 

and belief. 

Subscribed and sworn to before me, a Notary Public in  and before said County 

and State, this ? +h day of September, 2008. 

,171 /J?tm 4.. (SEAL) 
Notary PL&& 

My Commission Expires: 

Il?)t/i'?k;p, 9 .?G/O 



VERIFICATION 

STATE OF KENTUCKY ) 

COUNTY OF JEFFERSON ) 
) ss: 

The undersigned, William Steven Seelye, being duly sworn, deposes and says 

that he is the Senior Consultant and Principal, for The Prime Group, LLC, that he has 

personal knowledge of the matters set forth in the responses for which he is identified as 

the witness, and the answers contained therein are true and correct to the best of his 

information, knowledge and belief. 

Subscribed and sworn lo before me, a Notary Public in and before said County 

and State, this LL day of September, 2008. 

(SEAL) 

My Commission Expires: 
I 

I” ‘- 00 A 



VERIFICATION 

COMMONWEALTH OF PENNSYLVANIA ) 

COUNTY OF CUMBERLAND 
) ss: 

The undersigned, John J. Spanos, being duly sworn, deposes and says that he is 

the Vice President, Valuation and Rate Division for Gannett Fleming, Inc , that he has 

personal knowledge of the matters set forth in the responses for which he is identified as 

the witness, and the answers contained tlierein ale tiue and correct to the best of his 

infoimatioii, knowledge and belief 

JL4bM.U 3 
J ~ ! N  J. S P ~ ~ N O S /  

Subscribed and sworn to before me, a Notary Ptiblic in and before said County 

and State, this m a y  of September, 2008 

(SEAL.) 

My Commission Expires: 

COMMONWEALTH OF PEI~INSYLVAI\IIA 
Nolarial Seal -1 

CheNl Ann Rutter. NOtrlN Public 
East PEnnsbcrv TI:; , C. m v i r i ~ n a  Co.inly 

Member, Pennsylvania Association nI Notoiier, 



VERIFICATION 

STATE OF TEXAS J 

COUNTY OF TRAVIS ) 
) ss: 

The undersigned, William E. Avera, being duly sworn, deposes and says that he 

is President of FINCAP, Inc., that he has personal knowledge of the matters set forth in 

the responses for which he is identified as the witness, and the answers contained therein 

are true and correct to the best of his information, knowledge and belief 

WILLIAM E. AVERA 

Subscribed and sworn to before me, a Notary Public in and before said County 

and State, this day of September, 2008. 

(SEAL) 

My Commission Expires: 

\ /(0/7-*( ! 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 1 

Responding Witness: Robert M. Conroy / Butch Cockerill / William Steven Seelye 

Q-1, Refer to Volume 1 of 5 of KU’s Application, Tab 8. 

a. For each of the tariffs that include a change in either the kW or kWh to qualify, 
explain why the change was made. 

b. For the tariffs which eliminated the charge for the transmission line, explain why the 
change was made. 

c. Explain why the late penalty for rates PS, TOD, LTOD, RTS, and IS is 1 percent 
rather than 5 percent. 

d. Refer to proposed P.S.C,, No. 14, Original Sheet No. 10. Under “Availability of 
Service” it is stated that “[elxisting customers with an average maximum load 
exceeding 50kW who are receiving service under P.S.C. 13, Fourth Revision of 
Original Sheet No. 10 as of September 1, 2008, will continue to be served under this 
rate at their option.” Clarify whether September 1, 2008 is to be the cut-off 
irrespective of when the Commission issues a final order in this case or if KU 
included that date merely because it was the proposed effective date of the tafiff. 

e. Refer to Fourth Revision of Original Sheet No. 10 and Original Sheet No. 10.1. 
Under “Availability of Service” KU deleted the following language: “It is optional 
with the customer whether service will be billed under this schedule or any other 
schedule applicable to this load. Customer executing a one year contract under this 
schedule will continue to he billed under such schedule for not less than 12 
consecutive months unless there shall be a material and permanent change in this 
customer’s use of service.” Service under this schedule is currently limited to 
maximum loads not exceeding 500 kW, and service to existing customers with a 
maximum load exceeding 500 kW is restricted to those customers being billed under 
the rate schedule as of its effective date of July 1, 2004. KU is proposing to limit this 
rate to average maximum loads not exceeding 50 kW, 



Response to PSC-2 Question No. 1 

Conroy I Cockerill I Seelye 
2Of9  

( I )  Provide a copy of any and all information or notification being provided to each 
customer that is cunently receiving service for loads between 50 kW and 500 kW 
regarding this change. 

kW and 500 kW who will be affected by this change. 
(2) Provide the cost impact for customers receiving service for loads between the 50 

( 3 )  KU deleted the “Primary Discount paragraph ” Explain why it is appropriate to 
delete the primary discount for customers who opt to continue to be served under 
this rate. 

f. Refer to proposed P.S.C. No. 14, Original Sheet No. 12 and Volume 4 of 5 of KU’s 
application, the Testimony of Robert M. Conroy (“Conroy Testimony”) at page 7. 
KU is proposing to restrict service under this rate to those customers receiving service 
as of the effective date when this schedule was approved by the Commission. 

( I )  Explain why KU is proposing to restrict the All Electric School (“AES”) rate to 
those customers receiving service as of the effective date of Commission 
approval. 

(2) If ownership of the account changes but service provided by the utility remains 
the same, will the new owner have the same service classification? 

g. Refer to proposed P.S.C. No. 14, Original Sheet No., 15. Under “Availability of 
Service,” KU states that customers receiving service under this rate as of September 
1,2008 with loads not meeting the specified criteria will continue to be served under 
this rate at the customer’s option. KU also states that customers with loads not 
meeting the specified criteria who initiate service after September I ,  2008 will be 
billed at the appropriate rate., Clarify whether September I ,  2008 is to be the cut-off 
irrespective of when the Commission issues a final Order in this case or if KIJ 
included that date merely because it was the proposed effective date of the tariff: 

h. Refer to proposed P.S.C. 14, Original Sheet 20. Explain why the termination notice 
is being changed from 30 days to 90 days. 

Refer to proposed P.S.C. No. 14, Original Sheet No. 25 and page 12 of the Conroy 
Testimony. State how the On-peak and Off-peak demand charges were calculated. 

j. Refer to proposed P.S.C. No. 14, Original Sheet No. 30. 

(1) The term “large induskial time-of-day is used twice under “Availability of 
Service.” Given the change in the title of this schedule, did KU intend to change 
the “large industrial time-of-day” terminology in the text? 

i. 

(2) This schedule includes a transmission service rate. Explain why KLJ is proposing 
to provide transmission service under this rate while all other transmission service 
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will he provided under the new Retail Transmission Service (“RTS”) rate and explain 
why the transmission service rates differ. 

k. Refer to proposed P.S.C. 14, Original Sheet 36.4, 
changed from 48 hours to two business days. 

Refer to proposed P.S.C. No. 14, Original Sheet No. 37 and No 38 and Volume 4 of 
5 of KU’s application at pages 1.3-14 of the Conroy Testimony., KU is proposing a 
new Lighting Energy Service (“LE’)  rate and a Traffic Energy Service (“TE”) rate. 
Under what current rate schedule(s) are customers charged who will be eligible for 
the proposed LE and TE rates? 

Explain why notification was 

I. 

m. Refer to proposed P.S.C. No. 14, Original Sheet No. 45 and Volume 4 of 5 of KU’s 
application, the Testimony of Sidney L.. “Butch” Cockerill (“Cockerill Testimony”), 
at page 2. KU is proposing to implement a Meter Pulse Charge and Meter Data 
Processing Charge. Explain more fully the nature of the Meter Pulse Charge. 

n. Refer to proposed P.S.C. 14, Original Sheet 60. Under “Leased Facilities Charge,” it 
is stated that the “Company shall provide normal operation and maintenance of the 
leased facilities. Should the leased facilities suffer catastrophic failure, customer 
must provide for replacement or, at customer’s option, terminate the agreement.” 

(1) Explain why the customer must provide for replacement or, at customer’s option, 
terminate the agreement. 

(2) If customer terminates the agreement, is there a fee charged to the customer? If 
yes, state the amount of the fee and how the fee is calculated. 

o. Refer to proposed P.S.C. 14, Original Sheet 61. Under “Term of Contract,” it is 
stated that the minimum contract shall he renewed for one-year periods until either 
party provides the other with Ninety (90) days written notice of a desire to terminate 
the arrangement.” 

(1) Explain the impact of this added language on the current contracts 

(2) Provide a copy of any and all information that will be provided to the current 
customers., 

(3) Explain the terms and conditions that will be deemed necessary when KU 
requests a contract he executed for a longer initial tern. 

p. Refer to proposed P.S.C No. 14, Original Sheet No. 86 and No 86.3. Given that the 
Demand-Side Management (“DSM) Cost Recovery Mechanism is mandatory for the 
Volunteer Fire Department (“VFD”) Service rate as shown on P.S.C. No. 14, Original 
Sheet No. 86.3, explain why KIJ deleted references to VFD from the DSM 
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calculations set-out in the tariff text in the last paragraph of proposed P.S.C No,, 14, 
Original Sheet No. 86. 

q. Refer to proposed P.S.C. No. 14, Original Sheet No. 86.3 
DSM energy charges shown under the “Power Service Rate PS’ section on this page. 

Refer to proposed P.S.C. No. 14, Original Sheet No. 102.1. Under “Other Service,’’ 
No. 1, KU references Chapter 87 of the Kentucky Administrative Regulations. 
Clarify whether KU intended lo reference Chapter 807 rather than Chapter 87. 

a,, The current rate structures were set in place prior to modem metering technologies 
and when usage patterns were significantly different. Changes were made to the 
availability of rates to insure more homogeneous customer groupings and provide 
more consistent and truer price signals to the customers. Specific changes are listed 
below. 

GS, General Service, is currently available to new secondary customers with loads 
up to 500 kW. GS is also currently available to ‘grandfathered’ secondary and 
primary customers not meeting the 500kW limitation. 

Originally GS was offered as the differentiating rate to RS, Residential Service,. 
Since that time loads have grown and other rates, L.P, Large Power Service, etc. have 
been offered to meet those larger loads. These rates have been allowed to overlap 
adding to inconsistent price signals. 

The GS primary customers were ‘grandfathered’ in the last rate case. The Companies 
position is that primary service should have unbundled customer, energy and demand 
pricing to insure the proper signal is sent to each customer and that the customer 
responsible for imposing the cost pay that cost. It is proposed these customers be 
migrated to the appropriate unbundled rate. 

Similarly, the Companies are proposing GS secondary customers be restricted to a 
much smaller and homogeneous group. This will permit the bundled change to 
accurately reflect those customers and properly charge customer, energy, and demand 
costs to new customers above 50 kW. Those larger loads are most accurately billed 
on unbundled rates. 

LP, Large Power Service, and MP, Mine Power Service, are currently available to 
new loads up to 5,000 kW. These rates are combined in a proposed PS rate that 
would allow secondary service from 50 kW to 250 kW, primary service kom 0 kW to 
250 kW and, transmission service on a new service, RTS. (See response to lb  below) 
Setting these parameters prevents a rate overlap and insures like-customers are billed 
consistently. Combining the LP and MP rates is desirable because there is no cost 
justification for specific rates based on business type. Rates should be based on the 
cost determined by consumption pattern. Most importantly, rather than limit a billing 

Provide the origin of the 

r. 

A-1. 
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structure the new parameters make time-of-day pricing available to many more 
customers since all customers above 250 kW are proposed to be on a time-of-day 
rate. This affords the customer a greater opportunity to control the monthly billing 
and sends a more accurate price signal. 

TOD, Time-of-Day Service, is a new offering for loads from 250 kW to 5,000 kW. 
It replaces the pilot program STOD which was ineffective. Most importantly, it 
makes time-of-day pricing available to all customers above 250 kW. This affords the 
customer a greater opportunity to control the monthly billing and sends a more 
accurate price signal. 

LCI-TOD, Large CommerciaUlndustrial Time-of-day Service, and LMP-TOD, 
Large Mine Power Time-of-Day Service, are currently available to new loads from 
5,000 kW to 50,000 kW. The proposed LTOD rate, Large Time-of-Day Service, 
combines the current rates allowing service secondary and primary service from 
5,000 kW to 50,000 kW. Transmission service would be on a new service, RTS. (See 
lb) There is no change in availability based on kW or kWh. 

b. Transmission service was eliminated from LB, Large Power Service, MP, Coal 
Mining Power Service, LCI-TOD, Large ComerciallIndustrial Time-of-Day 
Service, and LMP-TOD, Large Mine Power Time-of-Day Service. That service for 
existing and future customers is now offered under RTS, Retail Transmission Service, 

Under the cunent rate structure secondary, primary, and transmission service reflect 
three rates under a single tariff" This was possible as long as the rate structure for 
each was similar. Such a format is limiting as far as making structural changes to 
only one delivery level. 

In this case, the Companies believe it is advantageous to go to kVA billing rather than 
billing on kW. Using kVA sends a more accurate signal to the customer of the cost to 
provide service to that customer and insures that the customer imposing the cost on 
the system pays that cost. Such a metering and billing format should be clearer to the 
customer since it does not require a power factor correction calculation. While kVA 
metering would also be preferred for secondary and primary delivery levels, it is not 
practical from a resource standpoint to make a global metering change at one time,. 
Therefore, the transmission customers were separated from the other deliveries and 
kVA proposed for billing as it is under the companies current LI-TOD, Large 
Industrial Time-ofDay Service. 

c. The current tariffs for LG&E apply a 1% late penalty fee for large commercial and 
large industrial customers while applying a 5% fee for residential and general service 
customers. Rates PS, TOD, LTOD, RTS, and IS are the new proposed rate schedules 
for KU's large commercial and large industrial customers, thus to achieve 
harmonization with L.G&E, we are proposing to apply a 1% late payment fee to these 
rate schedules. 
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d. The September 1, 2008, date referred to under AVAILBILJTY OF SERVICE on the 
proposed P.S.C. No,  14, Original Sheet No. 10, was the proposed effective date ofthe 
tariff. It is anticipated that the actual date will be determined by the Commission’s 
final order approving the rates in this proceeding. 

e. (1) The information and notification being provided each customer currently 
receiving service on P.S.C. No. 13, Fourth Revision of Original Sheet No. 10, 
with loads of between 50 kW and 500 kW is that provided in the required 
newspaper notice. (See KU’s Application, Tab 9). 

(2) No customers currently receiving service under this rate would he affected by this 
change. Customers between 50 kW and 500 kW would be ‘grandfathered’ on the 
rate. They would not he moved to another applicable rate unless they requested a 
change and that will be following the Commission’s final order in this 
proceeding. It is assumed such a request would be made because of a potential 
hilling reduction. 

(3) The paragraph titled PRIMARY DISCOUNT was deleted from P.S.C. No. 1.3, 
Fourth Revision of Original Sheet No. 10, because KU does not propose to 
continue to serve those customers on GS and they will he migrated to the 
proposed rate PS. (See response to l a  above) 

f. (1) KU is proposing to restrict the All Electric School (“AES”) rate to those 
customers receiving service as of the effective date of the Commission’s approval 
because the rate has outlived its intended purpose and there is no differentiation in 
the electric service provided schools from other customers from a cost of service 
perspective. As noted previously with respect to rate GS, this is a bundled rate. 
AES was originally a promotional rate intended to encourage the use of electricity 
and contribute to the building of schools. Unfortunately, no limit was set on the 
size of such loads and it is now desirable to promote conservation and energy 
efficiency. This is best done by restricting the use of the bundled rate and 
requiring new customers he billed with a rate sending a clearer price signal. 

(2) This rate is available for “school purposes by duly constituted school authorities 
of Kentucky”. It is not anticipated there would a change in ownership. However, 
should one occur, as with any other ‘grandfathered’ customer on any other rate, 
the new owner is a new customer and would not he eligible for AES. 

g. The references to the September 1, 2008, date under AVAILBILITY OF SERVICE 
on the proposed P.S.C. No. 14, Original Sheet No. 15, was the proposed effective 
date of the tariff. It is anticipated that the actual date will he determined by the 
Commission’s final order approving the rates in this proceeding. 

h. The termination notice under TERM OF CONTRACT was set at 90 days on the 
proposed No. 14, Original Sheet No. 20.1, to he consistent with the other time-of-day 
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rate schedules where the termination notice is 90 days. This is also the termination 
notice of the proposed LTOD It is preferable to maintain consistency between these 
two rates. 

i. The demand charges for Rate RTS were calculated to be revenue neutral to the 
current demand charges for all customers served under the current rates, except that 
the billing determinants and demand charges are based on kVA demands rather than 
kW demands. 

,j. (I) Yes. The two references to ‘large industrial time-of-day’ under AVAILBILITY 
OF SERVICE on the proposed P.S.C. No. 14, Original Sheet No. .30, should have 
been changed to “industrial”. 

(2) Transmission service is contained along with secondary and primary on the 
proposed P.S.C. No, 14, Original Sheet No. .30. The reason for separating 
transmission service from secondary and primary on the other rate structures 
revolved around making changes to transmission that were not made to secondary 
and primary. In this case all rates are already kVA billed and it is desirable to 
keep the services together since they share common non-conforming 
characteristics. It is this non-conforming load pattern, the rapid fluctuating of 
load over short periods of time, that results in the charge differentials. 

k. The change to two (2) business days was made to further clarify the preceding 
sentence stating that all service and maintenance would be performed only during 
regular scheduled working hours of the Company. 

1. No current customers are provided the type of service proposed in P.S.C. No. 14, 
Original Sheet No. 37, Lighting Energy Service (“LE”) or Original Sheet No. 38, 
Traffic Energy Service (“TE”). These rate schedules are new services offered to KU 
customers. 

m. The Meter Pulse Charge is designed to recover cost incurred by the Company for 
special equipment installed on the Company’s metering devices to provide the 
customer with real time data (data pulses) allowing the customer to control its electric 
power demand. This service is not normally provided to customers except at their 
request. 

n. (1) The verbiage “Company shall provide normal operation and maintenance of the 
leased facilities. Should the leased facilities suffer catastrophic failure, customer 
must provide for replacement or, at customer’s option, terminate the agreement’’ 
was added under LEASED FACILITY CHARGE of the proposed P.S.C No. 14, 
Original Sheet No. 60 to recognize actual practice in administration of that rate. 
The rate allows for either KU supplying the facilities and the customer paying a 
rate of 1.62% or the customer paying for the facilities and paying a rate of 0.68%. 
When the customer elects to pay for the facilities in order to pay the lower rate, 
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KU should not pay for replacement of the facilities. To do so would in essence 
charge other customers for the investment. In practice, customers have been 
informed when applying the Excess Facilities rider this will be the process. No 
such failures have occurred to date. 

(2) Should the customer terminate the agreement following catastrophic failure of the 
leased facilities there would be no fee. 

o. (1) Proposed P.S.C. No. 14, Original Sheet No. 61, renamed SPECIAL TERMS AND 
CONDITIONS as TERM OF CONTRACT and added language stating “and shall 
be renewed for one-year periods until either party provides the other with ninety 
(90) days written notice of a desire to terminate the arrangement.” This language 
was added to correct a deficiency in the current tariff which failed to address how 
the agreement would be continued or terminated. 

(2) It is not anticipated any information will be given current customers. They will 
continue to be served under the tariff and given the opportunity to either terminate 
the agreement or continue service as their five year anniversary approaches. 

(3) The provision for an original contract term of greater than five years is part of 
both the current REDUNDANT CAPACITY RIDER and is unchanged in the 
proposed tariff. There would be no ‘terms and conditions’ beyond a greater 
original contract term required by an unusual expenditure by the Company to 
provide such service or the difficulty in providing such service. 

p. VFD should not have been deleted from the proposed P,.S.C. No. 14, Original Sheet 
No. 86. the section in question should read “The non-variable revenue requirement 
for the Residential, Volunteer Fire Department, and General Service customer Class 
is defined as the weighted average price per kWh of expected billings under the 
energy charges contained in the RS, m, and GS rate schedules in the up-coming.. ,” 

q. The proposed P.S.C. No. 14, Original Sheet No. 86.3, erroneously shows 

Enernv Char!=? 

$0.00008 per kWh 
$0.00006 per kWh 
$0.00000 per kWh 
$t0.00005) per kWh 
$0.00009 per kWh 

Power Service Rate PS 

DSM Cost Recovery Component (DCR) 
DSM Revenues from L.ost Sales (DRL) 
DSM Incentive (DSM) 
DSM Balancing Adjustment (DBA) 
Total DSMRC for Rate PS 

Time-of-Dav Rate TOD Energy Charge 

DSM Cost Recovery Component (DCR) $ 0.,00028 per kWh 
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DSM Revenues from L,ost Sales (DRL) 
DSM Incentive (DSM) 
DSM Balancing Adjustment (DBA) 
Total DSMRC for Rate PS 

The comct presentation would have been 

$0.00008 per kWh 
$ 0  00001 per kWh 
$ 0.00005 per ltWh 
$0.00042 per kWh 

Power Service Rate PS and 
Time-of-Dav Service TOD 

Energv Charge 

DSM Cost Recovery Component (DCR) 
DSM Revenues from Lost Sales (DRL) 
DSM Incentive (DSM) 
DSM Balancing Adjustment (DBA) 
Total DSMRC for Rates PS and TOD 

$0.00028 per kWh 
$0.00008 per kWh 
$0.00001 per kWh 
$0.00005 per kWh 
$0.00042 per kWh 

Large Time-of-Day Rate LTOD Energy Charge 

DSM Cost Recovery Component (DCR) 
DSM Revenues from Lost Sales (DRL,) 
DSM Incentive (DSM) 
DSM Balancing Adjustment (DBA) 
Total DSMRC for Rate LTOD 

$0.00000 per kWh 
$0.00000 per kWh 
$0.00000 per kWh 
$0.00000 per kWh 
$0.00000 per kWh 

The origin of the corrected charges is PS and TOD are drawn from the current LP and 
STOD while LTOD is drawn from the current LCI-TOD . 

r. The reference under OTHER SERVICE, l), of the proposed P.S.C. No. 14, Original 
Sheet No. 102.1, to “Chapter 87 KAR” should have been to “Chapter 807 KAR”. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 2 

Responding Witness: William Steven Seelye 

Q-2. Refer to Volume 1 of 5 of KU’s application, Tab 8, proposed P.S.C. No. 14, Original 
Sheet No. 20, and the report filed by KU on July 18, 2008 which provided its review of 
the Small Commercial Time-of-Day (“STOD’) Rate pilot program. It appears that if the 
STOD tariff is cancelled, customers who meet the load requirements would be eligible to 
take service under the proposed Time-of-Day Service (“TOD’). 

a. For the TOD rate, explain why KU is proposing an on and off-peak demand charge 
and eliminating the on and off-peak energy charge. 

b. If the proposed TOD rate had been in effect for the past 12 months, provide the effect 
it would have had on the bills of customers currently being billed under the STOD 
rate. 

A-2. a. Because KU’s generating resources consist predominately of coal-fired steani 
generating units, its average energy costs do not vary significantly by pricing period. 
Rate STOD was implemented as a pilot on an experinzental basis as part of a 
settlement agreement with Kroger and other parties in Case No. 2003-00434, the 
Company’s last base rate case. The Company determined that Rate STOD has not 
been effective in encouraging customers to shift load to the off-peak period. 
Furthermore, Rate STOD does not reflect the cost of providing service to these 
customers. The Company developed its proposed time of day demand rate to be 
responsive to customers’ requests for time of day pricing and to send proper price 
signals. 

b. See attached 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 3 

Responding Witness: William Steven Seetye 

Q-3. Refer to Volume 1 of 5 of KU's application, Tab 24. Provide the supporting calculations 
for the STOD class percentage increase of "92 percent. 

See response to Question No. 2(b) A-3. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 4 

Responding Witness: Shannon 1,. Charnas 

4-4. Refer to Volume 4 of 5 of KU’s application, the Testimony of S. Bradford Rives (“Rives 
Testimony”) at page 10. Line 3 states that an “adjustment is necessary lo eliminate 
accrued revenues associated with the ECR, MSR, VDT, and FAC rate mechanisms.” 
Was an adjustment also made to remove accrued expenses associated with the accrued 
revenues? If yes, state in what adjustment(s) this is done. If no, explain why not. 

There was not an adjustment made to remove accrued expenses associated with the 
accrued revenues listed on Commission’s First Data Request Reference Schedule 1.09 of 
Exhibit 1. This is due to the fact that there are no accrued expenses associated with those 
accrued revenues listed. ECR and FAC revenue are accrued due to the lag in recovery of 
expenses from customers,, MSR and VDT are reductions in revenue due to customers’ 
share of the savings related to these two mechanisms. Accordingly, there are no expenses 
associated with these mechanisms. 

A-4. 

See the response to Question No. 58 for further explanation regarding unbilledlaccrued 
expenses. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 5 

Responding Witness: S. Bradford Rives 

Q-5 Refer to page 19 of the Rives Testimony. Mr. Rives slates that KU has a larget capital 
structure of the midpoint of the range for an “A” rating as published by Standard and 
Poor’s Provide KU’s current rating. 

KU’s long-lerm credit rating from S&P is BBB+ and the short-term rating is A-2 KU’s 
issuer rating from Moody’s is A2 and the commercial paper rating is P-1. 

A-5 





KENTUCKY UTILITIES COMPANY 

Q-6. 

A-6. 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 6 

Responding Witness: Lonnie E. Beliar 

Refer to Exhibit 1, Reference Schedule 101 of the Rivcs Testimony. KU proposes to 
increase revenue by $18,568,431 for the elimination of the Merger Surcredit. Explain 
why this amount does not equal the $18,968,825 set out as the annual amount in CN 
2002-00429. 

The actual Merger Surcredit revenues for the test period ending April 30, 2008 are 
$18,568,431. This amount eliminates 100% of the Merger Surcredit from test period 
revenues. This amount does not equal the $18,968,825 due to actual billing variances. 
The cumulative difference between actual billing amounts and the Merger Surcredit tariff 
amounts are trued-up through the balancing adjustment as prescribed in the tariff. 

Actual Per Balancing 
12 Months Ended April 2008 Billing Tariff Adjustment 

Savings to be Distributed $17.498.539 $17,898,933 $ 400,394 

Settlement Payment Amortization 1.069.892 1,069,892 0 

Total Merger Surcredit $18,568,431 $18,968,825 $ 400,394 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 7 

Responding Witness: Shannon L. Charnas 

Refer to Exhibit 1, Reference Schedule 1.09 of the Rives Testimony. Provide the 
calculation supporting the $25,015,000 shown on this schedule as FAC Accrued 
Revenue. 

Description 
Change in FAC accrual due to a decrease in the 
regulatory lag amount from the beginning of the test 
year 
Change in FAC adjustment for over- or under- 
recovery 

Net Change in FAC Accrual adjusted on Reference 
Schedule 1.09 

Amount 

$ 26,028,000 

(1,013,000) 

$ 25,015,000 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 8 

Responding Witness: S. Bradford Rives 

Q-8. Refer to Volume 4 of 5 of KU’s application, the Testimony of William E. Avera (“Avera 
Testimony”), at page 9. 

a. To the extent that KU’s capital requirements are satisfied through its parent, E.ON 
AG, explain how E.ON AG and ultimately KU actually obtain this capital. 

b. Explain the role that KU’s credit ratings from Fitch and Standard & Poor’s plays in 
KU obtaining capital from its parent. 

c. To the extent that KU issues tax exempt debt securities to satisfy its capital needs, 
explain the role that KU’s credit ratings from Fitch and Standard & Poor’s plays in 
the issuance of this debt. 

d. To the extent that KU issues tax exempt debt, explain whether the parent company is 
liable in any way for repayment. 

e. To the extent that KIJ issues tax exempt debt, explain how KU is able to issue this 
type of debt and how the issuance actually occurs. 

a. E.ON AG raises capital through three sources. First, a portion of earnings is retained 
and made available for investment in EON’S business. Second, E.ON AG is an 
active issuer of debt in worldwide capital markets. Third, E.,ON AG could elect to 
issue additional shares of equity. E.ON makes proceeds of these sources available to 
its subsidiary companies. In the case of KU, funds are provided by E.ON AG in two 
ways. First, Fidelia (another wholly owned subsidiary of E.ON AG) loans funds to 
KU as described in b. below. Second, E.ON US.  has, from time to time, contributed 
funds to KU as equity. The levels of debt and equity are managed to remain in the 
ranges recommended by Standard and Poor’s for an ‘A’ rated utility. 

b. KU does not subscribe to ratings from Fitch, therefore Fitch plays no role in the 
issuance of tax exempt debt securities for KU. KU is currently rated BBB+ by 
Standard and Poor’s and A2 by Moody’s. The Order obtained from the Commission 
for Case No. 2007-00548 indicates that interest rates on borrowings from Fidelia are 

A-8. 
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to be determined using the “Best Rate Method”. The Best Rate Method assures the 
Company that i t  will not pay more for a loan from Fidelia than it would pay in the 
capital markets for a similar loan. The interest rate on each note is determined by the 
lower of (a) the average ofthree quotes obtained by the affiliate company @.ON AG) 
from international investment banks for an unsecured bond issued by EON for the 
applicable term of the loan; and (b) the lowest of three quotes obtained by KU from 
international investment banks for a secured bond issued by KU with the applicable 
term of the loan. This method complies with the Best Rate Method because the rate is 
determined using the lower of the average of actual quotes obtained based on the 
credit of E.ON or the lowest of three actual quotes obtained by KU. International 
banks providing the quotes mentioned above use the credit ratings from S&P and 
Moody’s for KU in determining the rate of interest to be quoted on a secured bond 
that would be issued by KU. 

c. KU does not subscribe to ratings from Fitch, therefore Fitch plays no role in the 
issuance of tax-exempt debt securities for KU. KU is currently rated BBB+ by 
Standard and Poor’s and A2 by Moody’s. The credit rating from Standard and Poor’s 
and Moody’s impacts the interest rate the Company pays to the tax-exempt 
bondholder. (The higher the credit rating, the lower the interest rate). For tax-exempt 
issues with a credit facility or bond insurance, the credit rating from Standard and 
Poor’s and Moody’s impacts the cost of the credit enhancement. (The higher the 
credit rating, the lower the cost of the enhancement)., 

d. Neither E.ON, nor any subsidiary of E.ON other than KU is liable in any way for 
repayment. 

e. The Kentucky Private Activity Bond Allocation Committee is established by KRS 
103.210, with membership comprised of the Secretary of the Finance and 
Administration Cabinet (Chair), Secretary of the Cabinet for Economic Development, 
State Budget Director, State Controller, and Secretary of the Governor’s Executive 
Cabinet, or their designees. The purpose of the Committee is to ensure that “private 
activity bonds” issued by the Commonwealth, its political subdivisions, and other 
authorized issuers within the Commonwealth, comply with the state ceiling (allocated 
to each state based on population) imposed by the Tax Reform Act of 1986, 26 
U.S.C. Section 146. 

“Private Activity Bonds” are defined in 26 U.S.C. Section 141. In brief, Private 
Activity Bonds are bonds issued by a governmental issuer, but proceeds from which 
are used for a “qualified private business” use, which is beneficial to the public, such 
as airports, water facilities, solid waste disposal facilities, elc. The bonds would be 
issued by the respective county, and the proceeds then loaned to KU in connection 
with financing portions of KU’s projects. 

Under 26 U.S.C. Section 142, (and subject to various limitations) these bonds qualify 
as “Exempt Facility Bonds,” which may be issued as tax-exempt debt, if used to 
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finance, among other things, solid waste disposal facilities. The proceeds from the 
Bonds to be issued by the county would be used to provide permanent financing for 
portions of KU’s pollution control project which qualify as solid waste disposal 
facilities. The county’s actions are authorized by KRS 103.210 which provides for 
issuance of such bonds for various purposes, including defraying the costs of 
pollution control. KU’s financing of its pollution control project qualifies as a private 
business use under 26 U S.C. Section 141, and because the proceeds will be used to 
finance Exempt Facilities, KU is entitled to apply for and receive an allocation fiom 
the Committee 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 9 

Responding Witness: William E. Avera 

Q-9. Refer to pages 10-13 of the Avera Testimony. In support or his proposed return on 
equity (“ROE) of 11 “25 percent, Mr. Avera discusses the volatility of commodity energy 
costs and states that Moody’s Investors Service warned utility investors of “extremely 
volatile” commodity costs. Mr. Avera ends this discussion on page 13 by stating that 
although KIJ has a FAC mechanism in place, because of lag between incumng fuel costs 
and recovering costs from ratepayers, KU may still need to finance deferred power 
production and supply costs. 

a. State whether, during the test year, KU financed deferred power production or supply 
costs. 

b. Would Mr. Avera agree that the fact that KIJ does have an FAC mechanism in place 
makes it less risky financially and supports a lower ROE than for those without this 
mechanism? 

a. KU has not financed deferred power production or supply costs during the test year. 
In evaluating the risks and required return associated with KU, investors are fonvard- 
looking and recognize the potential for deferred power cost recovery, even with the 
FAC. Thus, regardless of whether KU financed deferred power production or supply 
costs during the test year, this potential lag is one uncertainty considered by investors 
in their evaluation of a required ROE for KU. 

b. Adjustment mechanisms and contractual arrangements that enable utilities to 
implement rate changes to pass-through fluctuations in fuel costs are widely prevalent 
in the industry. Similarly, the firms in Dr. Avera’s Non-Utility Proxy Group also 
have the ability to alter prices in response to rising production costs, with the added 
flexibility to withdraw from the market altogether. As a result, the mitigation in risks 
associated with utilities’ ability to attenuate the impact of power cost volatility is 
already reflected in the estimated costs of equity and ROE recommendation 
developed in Dr. Avera’s testimony. Thus, the fact that KU does have an FAC 
mechanism moderates the risks that it would otherwise face without such a 
mechanism, but it does not imply less risk than other industry participants. 

A-9. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 10 

Responding Witness: Robert M. Conroy 

Q-lo. Refer to page 13 of the Avera Testimony. Explain whether KU has requested that the 
Commission alter its FAC mechanism to recover costs in a more timely fashion in order 
to alleviate investor concerns regarding the lag between expenses incurred and recovered 
through rates. 

A-10. KU has not requested that the Commission alter the fuel adjustment clause 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 11 

Responding Witness: William E. Avera 

Q-11. Refer to pages 14-1 5 of the Avera Testimony 

a. Kentucky is not a restructured state. Explain how investors’ views of utilities differ 
between restructured and traditionally regulated states. 

b. Explain whether this Commission has acted in any way that would give investors 
reason to doubt that KU would be able to recover its costs in a timely fashion or in a 
manner that would lead investors to view the regulatory environment as hostile. 

A-11. a. Dr. Avera’s testimony at pages 14-15 discussed restructuring for wholesale 
transmission operations under the ,jurisdiction of the Federal Energy Regulatory 
Commission (FERC) and did not pertain to retail restructuring at the state level. 
Thus, investors’ views of differences between restructured and traditionally regulated 
states are not relevant to Dr. Avera’s evaluation or his testimony at pages 14-15. 

b. Dr. Avera’s testimony at pages 14-15 discusses the increased complexity of 
wholesale transmission operations and the associated risks. While Dr. Avera’s 
testimony noted that regulatory risks are an important factor considered by investors 
in their forward-looking evaluation of utilities, he did not state or imply that the 
KPSC has acted in a manner that would lead investors to view the regulatory 
environment as hostile. In fact, as Dr. Avera testified, he believes Kentucky has a 
balanced regulatory environment. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 12 

Responding Witness: William E. Avera 

Q-12. Refer to pages 15-16 of the Avera Testimony. Provide a copy of Moody’s Investors 
Service, “Credit Opinion: Kentucky Utilities Co.,” referenced in footnote 31 

A-12. A copy of the requested document is included in Dr. Avera’s work papers provided in 
response to the AG-1 Question No. 81 at WEA-WP45. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 13 

Responding Witness: William E. Avera 

Q-13 Refer to pages 15-16 of the Avera Testimony Mr Avera discusses the increased 
environmental pressured faced by utilities and the significant costs While Mr Avera 
notes that KU benefits from an Environmental Cost Recovery (“ECR) mechanism, he 
states that Moody’s Investors Service “would consider a downgrade to the Company’s 
credit ratings if significant changes were made to the ECR ” Absent any changes to the 
ECR mechanism, would Mr Avera agree that the fact that KU does have an ECR 
mechanism in place makes it less risky financially and supports a lower ROE than for 
those without this mechanism? 

A-13. As discussed in Dr. Avera’s testimony, his recommended ROE was evaluated by 
reference to proxy groups of firms with risks comparable to those of KU. Because the 
impact of the ECR is considered by the investment community in its assessment of KU’s 
ongoing risks, the fact that KU benefits from this mechanism does not support an ROE 
below the results implied for the other companies included in Dr. Avera’s analyses. 
Further, while the ECR is supportive of KU’s financial integrity, utilities across the U S  
- including those in the Utility Proxy Group used to estimate the cost of equity - are 
increasingly availing themselves of similar adjustments designed to insulate against the 
risks associated with fluctuating costs and regulatory lag. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 14 

Responding Witness: William E. Avera 

Q-14. Refer to page 23 of the Avera Testimony and Schedule WEA-I Provide a schedule 
which lists each of the 17 utilities in the Utility Proxy Group plus KU as #I8 and which 
shows the following information for each utility: 2007 total revenue; 2007 electric 
revenue; 2007 gas revenue; total utility customers served; electric customers served; gas 
customers served; nuclear generation as a percent of total generating capacity; whether 
the utility operates in traditionally regulated states or restructured states; the debt-to- 
equity ratio; whether the utility has a rate mechanism to track changes in fuel costs, and if 
so, the timeliness of the tracking; and whether the utility has a late mechanism to track 
environmental costs, and if so, the timeliness of the tracking 

A-14 The information requested is not readily available The Company is compiling the data 
that it can obtain and will provide such data in a supplemental response to this question 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 15 

Responding Witness: William E. Avera 

Q-15. Provide the most current Value Line Profile Sheet for KU and for each of the 17 utilities 
listed in Mr Avera’s Utility Proxy Group. 

A-15 Because it is a wholly owned subsidiary of E ON U.S LLC, which in turn is an indirect 
subsidiary of E ON AG, Value Line does not publish an Investment Survey report for 
KU. The most recent Value Line Investment Survey reports for each of the firms in the 
IJtility Proxy Group are attached. 
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arc r o l i d  i i i tn ljasc- larills l l i rouc i i  R g m  r m t  quotation. the stock is fairly valucc 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 16 

Responding Witness: William E. Avera 

Q-16. Refer to page 25 of the Avera Testimony. Provide a copy of the workpapers supporting 
the constant growth form of the DCF model and a detailed explanation of how the stock 
prices were estimated to determine the expected dividend yield. 

A-16. Please refer to Dr. Avera’s work papers provided in response to the AG-1 Question No. 
81 for documentation supporting his application of the constant growth DCF model. 
Specifically, please refer to WEA-WP33 through WEA-WP38 for work papers 
supporting the DCF analysis for the Utility Proxy Group. Work papers supporting the 
DCF analysis for the Non-Utility Proxy Group can be found at WEA-WP39 through 
WEA-WP42. Dr. Avera did not estimate any stock prices shown on Schedule WEA-I 
that were used to determine the expected dividend yield. As indicated in footnote (a) on 
Schedule WEA-I, stock prices for the firms in the Utility Proxy Group were based on 
those reported by Value Line in the May 9, 2008 edition of its S w ~ m a r y  aid Index, with 
copies of these documents being provided in response to AG-I Question No. 81 at WEA- 
WP34. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 17 

Responding Witness: William E. Avera 

Q-17. Refer to pages 32-33 of the Avera Testimony 

a. Provide a copy of the relevant pages in the FERC document cited in footnote 47 that 
discuss the FERC’s rationale and decision with regard to rate of return and “extreme 
outliers.” 

b. What was the reference point to which the 17.7 percent was compared? 

c. Is the FERC decision establishing a 17.7 percent DCF estimate as an “extreme 
outlier” specific to that specific 2004 case or was it meant to be a hard and fast rule to 
be applied as a ceiling in all cases thereafter? 

A-17. a. A complete copy of the document cited in footnote 47 to Dr. Avera’s testimony is 
attached. 

b. As reflected in the document provided in response to subpart (a), above, FERC did 
not cite a specific reference point in supporting its finding that a 17.7 percent cost of 
equity estimate was an extreme outlier. 

c. On its own, the document provided in response to subpart (a), above, does not 
establish a bright line test with respect to FERC’s evaluation of extreme high-end 
outlieis; however, FERC has applied the finding of this decision in subsequent cases, 
including, for example, Potornac-Appalachian Transmission Higliline, L.L. C”, 122 
FERC 161,188 (2008), with a copy being attached. 
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109 FERCI  61,147 

UNITED STATES OF AMERICA 
FEDERAL ENERGY REGUL,ATORY COMMISSION 

Before Commissioners: Pat Wood, 111, Chairman; 
Nora Mead Brownell, and Joseph T. Kelliher. 

I S 0  New England, Inc., et a1 Docket Nos. RTO4-2-001, 
RT04-2-002, RTO4-2-003, RT04-2-004, 
ER04- 1 16-001, ER04- 1 16-002, ER04- 
1 16-003, and ER04- 1 16-004 

Bangor Hydro-Electric Company, et al. Docket Nos. ER04-157-002, 

and ER04-157-007 
ER04-157-003, ER04-157-005, 

The Consumers of New England v. Docket Nos. EL01-39-001, 

and EL,O 1-39-004 
New England Power Pool EL0 1-39-002, EL01 -39-003, 

New York Independent System Docket No. ER04-943-000 
Operator, Inc. and the New York 
Transmission Owners 

New England Power Pool Docket No. ER05-3-000 

ORDER ACCEPTING PARTIAL SETTLEMENT, 
SUBJECT TO CONDITIONS; ACCEPTING, IN PART, 

COMPLIANCE FILINGS; AND Granting, IN PART, AND 
DENYING, IN PART, REQUESTS FOR REHEARING 

(Issued November 3,2004) 
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1" On September 14,2004, the New England Power Pool (NEPOOL), IS0  New 
England, Inc. (ISO-NE), and the New England transmission owners' (Transmission 
Owners) (collectively, the Settling Parties) submitted for a proval, pursuant to Rule 
602 of the Commission's Rules of Practice and Procedure, a Settlement Agreement 
seeking to resolve, in part, pending issues relating to the proposal made in this proceeding 
by ISO-NE and the Transmission Owners (collectively, the Filing Parties) to establish a 
regional transmission organization (RTO) for New England (the ISO-NE RTO). The 
Filing Parties' proposal was initially addressed by the Commission in an order issued 
March 24, 2004.3 In that order, we found that the Filing Parties' proposal would, with 
modifications, comply with our minimum characteristics and functions for RTOs, as set 
forth in Order No. 2000.4 

P 

2. Rehearing and/or clarification of the March 24 Order was subsequently sought by 
numerous intervenors, while filings seeking to comply with our rulings were submitted 
by the Filing Parties on June 22,2004 and August 11,2004. In the meantime, settlement 
negotiations were undertaken by the parties pursuant to the settlement procedures 
established by the Commission in the March 24 Order. The Settling Parties state that 
their proposed Settlement Agreement was the product of these negotiations.5 

3. 
resolve a number of the issues currently pending in this proceeding, while leaving for 

The Settling Parties state that the Settlement Agreement, if approved, would 

' Bangor Hydro Electric Company; Central Maine Power Company; NSTAR 
Electric & Gas Corporation; New England Power Company; Northeast Utilities Service 
Company; NSTAR Electric & Gas Corporation; The United Illuminating Company; and 
Vermont Electric Power Company. 

18 C.F.R. 5 385.602 (2004). 

IS0 New England, Inc., et ul., 106 FERC 1 61,280 (2004) (March 24 Order). 

Regional Transmission Organizations, Order No. 2000, 65 Fed. Reg. 809 (ZOOO), 
FERC Stats. & Regs. 1 31,089 (1999), order 012 reh'g, Order No. 2000-A, 65 Fed. Reg. 
12,088 (2000), FERC Stats. & Regs. 1 3  1,092 (ZOOO), uffd,  Public Utility District No. 1 
of Snohomish County, Washington v. FERC, 272 F.3d 607 (D.C. Cir. 2001). 

On October 19,2004, the Settlement Judge issued an order certifying the 
Settlement Agreement to the Commission. 
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resolution, herein, only a limited number of remaining issues raised cither on rehearing 
andor  in response to the compliance requirements set forth in the March 24 Order 
(Reserved Issues). The Settling Parties state that, among other things, the Settlement 
Agreement would transfer to the ISO-NE RTO, NEPOOL’s existing interests and assets 
under the currently-effective ISO-NENEPOOL arrangements, and provide for the 
determination and implementation of an ISO-NE RTO Operations Date.‘ 

4. 
be replaced by the agreements conditionally accepted by the Commission in the 
March 24 Order, namely: (i) an ISO-NE RTO Tariff (including, for the most part, 
provisions previously accepted by the Commission under the ISO-NE/NEPOOL 
arrangements); (ii) a Participants Agreement; (iii) a Market Participants Service 
Agreement; and (iv) a Transmission Operating Agreement. In addition, the Settling 
Parties submit, as an exhibit to the Settlement Agreement, a Second Restated NEPOOL 
Agreement, pursuant to which NEPOOL would continue to exist as an advisory 
stakeholder body. 

The Settling Parties state that the existing ISO-NE/NEPOOL arrangements would 

5.  For the reasons discussed below, we will accept the Settlement Agreement, subject 
to conditions. We will also accept, in part, the Filing Parties’ compliance filings and will 
grant, in part, and deny, in part, the remaining requests for rehearing, i s . ,  those requests 
for rehearing a n d  or clarification identified in the Settlement Agreement as Reserved 
~ s s u e s . ~  

1. Background 

6. 
In that submittal, the Filing Parties proposed to establish the ISO-NE RTO as the 
provider of regional transmission service in the six-state New England region currently 
served by ISO-NE under the ISO-NENEPOOL arrangements. The Filing Parties also 
sought a declaration that the existing contractual arrangements governing the operation of 

On October 31,2003, the Filing Parties submitted their RTO proposal for filing. 

See Settlement Agreement at Attachment D. “Operations Date” is defined in the 
Transmission Operating Agreement, at section 10.01(a), as the date at least 30 calendar 
days following Notice to the Commission that ISO-NE and the Initial Participating 
Transmission Owners have unanimously agreed to place the ISO-NE RTO arrangements 
into effect. The Settlement Agreement further provides that such Notice shall not be 
issued until the earlier of November 1, 2004, or the date on which the Commission issues 
an order accepting the Settlement Agreement, without modification. 

’ For the reasons discussed below, we will also accept two related filings involving 
the proposed elimination of Through-and-Out Service Charges. 



Docket No. RT04-2-00 1, et al. 

Attnciiment to Response to PSC -2 Question No. 17(a) 
Page 4 of 70 

Avera 

the New England markets would terminate as of the Operations Date of the ISO-NE 
RTO. In addition, the Transmission Owners, joined by Green Mountain Power 
Corporation and Central Vermont Public Service Corporation (the ROE Filers), 
submitted a related filing, pursuant to section 205 ofthe Federal Power Act (FPA),8in 
which they proposed a return on equity (ROE) recoverable under the regional and local 
transmission rates that will be charged by the ISO-NE RTO.’ 

7. In the March 24 Order, we found that the Filing Parties’ proposal to establish the 
ISO-NE RTO will comply with the minimum characteristics and functions applicable to 
RTO operations as set forth by the Commission in Order No. 2000, subject to certain 
specified conditions.” As requested by the ROE Filers, we also accepted a SO basis point 
ROE adder, applicable to Regional Network Service under the ISO-NE open access 
transmission tariff (OATT), but rejected this same adder as it would apply to the 
Transmission Owners’ Local Service Schedules. We also rejected the ROE Filers’ 
proposed 100 basis point adder as it applied to the ROE Filers’ Local Service Schedules, 
but set for hearing, subject to suspension and refund, the ROE Filers’ proposed 100 basis 
point adder as it would apply to Regional Network Service. Finally, we set for hearing, 
subject to suspension and refund, the ROE Filers’ proposed base level ROE. 

11. Requests for Rehearing and/or Clarification 

8. Requests for rehearing andor  clarification of the March 24 Order were sought by 
numerous intervenors on a broad range of issues. Certain of these issues, namely, those 
issues identified by the Settling Parties in their proposed Settlement Agreement as 
Reserved Issues, Le., issues not resolved by the Settlement Agreement, are discussed 

* 16 U.S.C. 5 824d (2000) 

Specifically, the ROE Filers requested approval for: (i) a single, region-wide 9 

ROE; (ii) a 50 basis point adder attributable to their formation of the ISO-NE RTO; and 
(iii) a 100 basis point adder applicable to new construction. 

lo Among other things, we required the Filing Parties to submit, in a compliance 
filing, a seams resolution agreement with the New York Independent System Operator, 
Inc. (New Yark ISO), and an agreement with NEPOOL concerning the procedures 
pursuant to which the ISO-NE RTO would be permitted to acquire NEPOOL’s 
reversionary interests in ISO-NE under the ISO-NE/NEPOOL arrangements. We also 
required the Filing Parties to make various other specified revisions to the operating 
agreements giving rise to the ISO-NE RTO. 
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below. 
9. 
April 30,2004, by the Massachusetts Attorney General, the Rhode Island Attorney 
General, and the Rhode Island Division of Public Utilities and Carriers (Massachusetts 
Attorney General, et al.); (ii) on May 5, 2004, by Duke Energy North America, LLC 
(Duke Energy); (iii) on May 10,2004, by NEPOOL,, ISO-NE, the Transmission Owners, 
and the New England Consumer Owned Entities'" and (iv) on May 25,2004, by 
NEPOOL and the New England Consumer Owned Entities. 

Answers to requests for rehearing were filed by a number of parties: (i) on 

111. Compliance Filings 

10. The Filing Parties made their initial compliance filing in response to the March 24 
Order on June 22,2004 (First Compliance Filing). The First Compliance Filing includes, 
among other things: (i) a revised Interregional Coordination Agreement between ISO- 
NE and the New York ISO; (ii) a revised Transmission Operating Agreement; (iii) new 
planning procedures, including an identification of market efficiency upgrades and a 
discussion of how cost-effective transmission expansion solutions are assessed; and 
(iv) revisions to the ISO-NE RTO's Transmission, Markets and Services Tariff.'* 

1 1. 
ISO-NE and the Transmission Owners were unable to reach agreement with respect to 
certain compliance matters. Specifically, the Filing Parties state that they were unable to 
reach an agreement on revising the Transmission Operating Agreement to comply with 
the Commission's directives regarding the Transmission Owners' RTO termination and 
withdrawal rights.13 Accordingly, the Filing Parties, in their First Compliance Filing, 
include alternative proposals addressing this issue. Finally, the Filing Parties note that 
the First Compliance Filing leaves unaddressed NEPOOL's reversionary interests in the 

In the transmittal sheet accompanying their submittal, the Filing Parties state that 

Connecticut Municipal Electric Energy Cooperative, Massachusetts Municipal 11 

Wholesale Electric Company, Vermont Public Power Supply Authority, New Hampshire 
Electric Cooperative, Inc., Chicopee Municipal Lighting Plant of the City of Chicopee, 
Massachusetts, Braintree Electric Light Department, Reading Municipal Light 
Department, and Taunton Municipal Lighting Plant. 

The Tariff is comprised of four sections, including: (i) General Terms and 
Conditions; (ii) the OATT; (iii) Market Rule 1; and (iv) the ISO-NE RTO Funding 
Tariffs. In addition, the Market Participants Service Agreement and a Pro F o m a  
Independent Transmission Company Operating Agreement are included in the Tariff as 
Attachments A and B, respectively. 

l 3  See March 24 Order at P 59. 
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assets attributable to the ISO-NE/NEPOOL arrangements (an issue, as noted below, that 
was subsequently addressed by the Settling Parties' in their proposed Settlement 
Agreement). 

12. Notice of the Filing Parties' First Compliance Filing was published in the Feder-ul 
Registel-,I4 with interventions and protests due on or before August 20, 2004. Notices of 
intervention, motions to intervene and protests were filed by NEPOOL, Calpine Eastern 
Corporation's (Calpine, et al.), Duke Energy, the Connecticut Department of Public 
Utility Control (Connecticut PUC), the Vermont Public Service Board, the Long Island 
Power Authority and its subsidiary, LIPA (LIPA), the New England Conference of Public 
Utility Commissioners (NECPUC), and the New England Consumer Owned Entities. An 
answer to LIPA's protest was filed on August 11,2004, by the New York ISO. On 
August 26,2004, LIPA filed an answer to an answer. 

1.3. 
addressing our requirement, in the March 24 Order, regarding the sharing of confidential 
information between the ISO-NE RTO and state commissions (Second Compliance 
Filing) . Notice of the Filing Parties' Second Compliance Filing was published in the 
Federal Register,I6 with interventions and protests due on or before September 1, 2004. 
Comments were filed by NECPUC. 

On August 11,2004, the Filing Parties made a second compliance filing 

IV. The Proposed Settlement Agreement 

14. As noted above, the Settling Parties filed their proposed Settlement Agreement on 
September 14,2004. The Settling Parties state that those provisions of the Settlement 
Agreement addressing NEPOOL's reversionary interests following the termination of the 
ISO-NENEPOOL, arrangements (see Settlement Agreement at paragraph 8) are intended 
to comply with the requirements of the March 24 Order.I7 In compliance with these 

l 4  69 Fed Reg. 40,889 (2004). 

l5 Joined by Mirant Americas Energy Marketing, LP; Mirant New England, Inc.; 
Mirant Canal, LLC; Mirant Kendall, LLC; and PSEG Energy Resources & Trade LLC. 

l 6  69 Fed. Reg. 52,245 (2004) 

l 7  In the March 24 Order, we found that the Transmission Owners are permitted 
under their existing arrangements with NEPOOL to withdraw from the Restated 
NEPOOL Agreement and are entitled, along with ISO-NE, to file the necessary 
agreements to establish the ISO-NE RTO. However, we also held that any such proposal 

(continued,, ,) 
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directives, the Settling Parties state that the tangible assets constituting the NEPOOL 
Assets, under the Interim Independent System Operator Agreement (IS0 Agreement), 
will be transferred to the ISO-NE RTO as of the ISO-NE RTO Operations Date.” The 
Settling Parties state that, following the start-up of the ISO-NE RTO, neither NEPOOL 
nor any NEPOOL Participant will have any interest in any tangible assets of the ISO-NE 
RTO. 

15. 
Agreement, the Settling Parties have agreed to withdraw their requests for rehearing 
and/or their requests for clarification of the March 24 Order, as well as their objections to 
the Filing Parties’ First and Second Compliance Filings, except as to certain specified 
“Reserved Issues.”” Reserved Issues not addressed by the proposed Settlement 
Agreement include: (i) all issues relating to the ISO-NE RTO’s return on equity; (ii) the 
majority of the issues raised on rehearing by the Transmission Owncrs; (iii) Mirant’s 
issue, raised on rehearing, regarding whether the ISO-NE RTO should have immediate 
section 205 filing rights under the “exigent circumstances” described under certain 
provisions of the proposed Transmission Operating Agreement; (iv) indemnification 
issues raised on rehearing by ISO-NE; (v) issues relating to the establishment of 
Independent Transmission Companies and economic transmission expansion, as raised on 
rehearing by Public Service Electric and Gas CompanyZo (PSEG); and (vi) assertions of 
error raised on rehearing by the New England Consumer Owned Entities. 

16. The Settling Parties state that under paragraph 9 of the Settlement Agreement, an 
18-month moratorium will be in effect as ofthe Operations Date of the ISO-NE RTO. 
The Settling Parties state that during the course of the moratorium, a Settling Party may 
not seek changes, pursuant to a section 206 filing, regarding issues addressed by the 
Settlement Agreement, except in the case of materially changed circumstances, or for 

The Settling Parties state that under paragraphs 9, 10, and 15 of the Settlement 

would not, ipso facto, terminate NEPOOL.’s existence and that NEPOOL, under its 
existing arrangements, possessed certain reversionary interests in the assets attributable to 
the ISO-NENEPOOL arrangements. We also held that these reversionary interests could 
serve to impede the ISO-NE RTO’s efficient start-up. Accordingly, we directed the 
Filing Parties to identify the nature and extent of these reversionary interests and to 
propose, in their compliance filing, options for acquiring these interests. 

See Settlement Agreement at Attachment K (proposed Bill of Sale between 
ISO-NE and NEPOOL.). The term “Operations Date” is discussed supra note 6. 

”See  supra P 3 

”Joined by PSEG Power LLC and PSEG Energy Resources & Trade LLC 
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those filings involving proposed market rule changes. 
17. 
percent affirmative vote o f  the NEPOOL Participants Committee and that approval of the 
Settlement Agreement, by the Commission, will remove most of the remaining obstacles 
to the establishment of the ISO-NE RTO. The Settling Parties request that the 
Commission act on their proposed Settlement Agreement no later than November I ,  
2004, consistent with the planned Operations Date o f  the ISO-NE RTO. 

18. Notice o f  the Settling Parties’ proposed Settlement Agreement was published in 
the Federal Register,” with interventions and protests due on or before October 22,2004. 
Comments were filed by NECPUC, the Connecticut Attorney General, the Connecticut 
Office of Consumer Counsel, NEPOOL, and ISO-NE. 

V. Proposed Elimination of Through-and-Out Service Charges 

19. On June 21,2004 and September 30,2004, respectively, the New York IS0 and 
the New York Transmission Owners” (New York Filing Parties), in Docket No. ER04- 
943-00, and NEPOOL,, in Docket No. ER05-3-000, submitted proposed tariff revisions to 
their respective tariffs, pursuant to section 205 of the FPA, in order to reduce to zero the 
Through-and-Out Services Charges applicable in their regions. 

20. 
was published in the Federal Register:3 with interventions and protests due on or before 
July 12,2004 (in Docket No. ER04-943-000) and October 22,2004 (in Docket No. 
ER05-3-000). Motions to intervene and notices of intervention were timely filed by 
Mirant Corporation, the New York Municipal Power Agency (New York Municipal), and 
the New York State Department of Public Service, in Docket No. ER04-94.3-000, and by 
the Massachusetts Department of Telecommunications and Energy, ISO-NE, Northeast 
IJtilities Service Company, and the New York Filing Parties, in Docket No. ER05-3-000. 
A motion to intervene out-of-time was filed, in Docket No. ER0.5-3-000, by DC Energy, 

The Settling Parties note that the Settlement Agreement was supported by a 91 

Notice of the New York Filing Parties’ and NEPOOL.’s proposed tariff changes 

21 69 Fed Reg. 59,912 (2004) 

22 Central Hudson Gas & Electric Corporation, Consolidated Edison Company of 
New York, Inc., LIPA, New York Power Authority, New York State Electric & Gas 
Corporation, Niagara Mohawk Power Corporation, Orange and Rockland Utilities, Inc., 
and Rochester Gas and Electric Corporation. 

23 69 Fed Reg. 48,734 and 71,302 (2004). 



Docket No. RT04-2-001, et al. 

Attaclirnent to Response to PSC -2 Question No. 17(a) 
Psge 9 of 70 

Avera 

LLC (DC Energy). In addition, a protest was filed, in Docket No. ER04-943-000, by 
New York Municipal. 

VI. Discussion 

A. Procedural Matters 

21. Pursuant to Rule 214 of the Commission's Rules of Practice and P r o c e d ~ r e ? ~  the 
notices of intervention and the timely, unopposed motions to intervene submitted in 
Docket Nos. ER04-94.3-000 and ER05-3-000, by the entities noted above, serve to make 
these entities parties to the proceedings in which these interventions were filed. In 
addition, we will accept the unopposed, late-filed intervention submitted by DC Energy 
in Docket No. ER05-3-000. 

22, Rule 213(a) of the Commission's Rules of Practice and ProcedureZsprohibits an 
answer to a protest, an answer to a rehearing request, or an answer to an answer, unless 
otherwise permitted by the decisional authority. We are not persuaded to accept the 
answers filed by the entities noted above and therefore will reject them. 

B. NEPOOL's Reversionary Interests 

23. In the March 24 Order, we found that the Transmission Owners are permitted 
under their existing contractual commitments to NEPOOL, to withdraw from the ISO- 
NENEPOOL arrangements"" We also held that the Filing Parties were entitled to file the 
necessary agreements to establish the ISO-NE RTO. However, we denied the Filing 
Parties' request that their existing ISO-NENEPOOL arrangements be deemed to be 
terminated as of the Operations Date of the ISO-NE RTO. Instead, we required the 
Filing Parties to make a compliance filing addressing, among other things, NEPOOL's 
reversionary interests in the assets attributable to the ISO-NENEPOOL arrangements 
and the terms pursuant to which these interests can be transferred to the ISO-NE RTO. 

24. 
relating to these matters would be resolved. Specifically, the Settling Parties state that 
under the Settlement Agreement NEPOOL,'s reversionary interests in the ISO- 

The Settling Parties state that under the Settlement Agreement all pending issues 

24 18 C.F.R. 5 385.214 (2004). 

" I d .  at 5 385.213(a)(2). 

'' March 24 Order at P 28. 
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NENEPOOL arrangements would be transferred by way of a Bill of Sale, to be executed 
by ISO-NE and NEPOOL 27 The Settling Parties state that pursuant to the Bill of Sale, 
the tangible assets constituting the NEPOOL Assets, under the Interim I S 0  Agreement, 
would be transferred to the ISO-NE RTO as of the ISO-NE RTO Operations Date. As of 
that date, the Settling Parties state that neither NEPOOL nor any NEPOOL Participant 
would have any interest in any tangible assets ofthe ISO-NE RTO. 

25. 
an orderly transition to the ISO-NE RTO and otherwise complies with the requirements 
of the March 24 Order. As such, we will accept this aspect of the proposed Settlement 
Agreement without modification 

We find that the proposed Bill of Sale will assist the Filing Parties in providing for 

C. Governance Structure 

26. In the March 24 Order, we found that the Filing Parties’ proposed governance 
structure for the ISO-NE RTO generally met our RTO independence requirement, subject 
to three conditions.” First, we required the Filing Parties to include alternative energy 
suppliers as a sixth voting sector in the ISO-NE RTO stakeholder advisory process. 
Second, we modified the Filing Parties’ proposal regarding the ISO-NE RTO’s obligation 
to include alternative stakeholder proposals when making a section 205 filing 29 Finally, 
we required that in nominating and electing a new ISO-NE RTO board, at least one new 
nominee must be named under those circumstances in which a second slate must be 
nominated 

27. 
requirements. Specifically, the Settling Parties state that they have added a new sixth 
voting sector representing renewable interests, modified the necessary provisions of their 
proposed Participants Agreement relating to the submission of alternative stakeholder 
proposals, and amended the relevant provisions of the Participants Agreement addressing 
the ISO-NE RTO board nominations process. In addition, the Settling Parties proposed 
to retain those provisions of the Restated NEPOOL Agreement which address 
NEPOOL’s stakeholder appeals process. 

The Settling Parties state that the Settlement Agreement satisfies each of these 

27 See Settlement Agreement at Attachment K. 

March 24 Order at P 5 1 

”) We held that these alternative proposals must be included in the case of a 
Participants Committee vote of 60 percent or higher. 
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28. 
issues addressed in the March 24 Order. However, we will require further support 
regarding the Settling Parties’ proposed retention of certain requirements applicable to 
the NEPOOL appeals process Section 1 1 of the Restated NEPOOL. Agreement, as 
proposed, would keep in place NEPOOL’s currently-effective review board appeals 
process, which gives stakeholders the right to appeal NEPOOL’s actions and failure to 
take action. Section 11 would also authorize the review board to request that the ISO-NE 
RTO delay filing with the Commission any materials that are the subject of an appeal, 
with the ISO-NE RTO thereafter permitted “in its sole discretion . . . to elect to delay or 
not delay any such filing.”3o . 

29. 
brought to the Commission’s attention in a timely manner, we will require the Settling 
Parties, in a compliance filing to be made on or before 30 days following the date of this 
order, to explain in greater detail how the review board process will operate. 

We will accept the Settlement Agreement as it relates to the governance structure 

However, given the potential of this provision to delay a filing that should be 

D. RTO Termination and Withdrawal Rights 

1. The March 24 Order 

30. 
Operating Agreement addressed the right of a Transmission Owner to withdraw from the 
ISO-NE RTO. Specifically, proposed section 10.01(b) of that agreement would have 
permitted a Transmission Owner to unilaterally withdraw from the ISO-NE RTO upon 
the occurrence of certain stated  condition^.^' We rejected the Filing Parties’ proposal 
because it would have prohibited any meaningful review by the Commission under 
section 205 of the FPA relating to a Transmission Owner’s withdrawal from the ISO-NE 
RTO, even in those instances where revisions to the ISO-NE RTO’s operating 
agreements would have been ne~essary”~’ 

In the March 24 Order, we noted that the Filing Parties’ proposed Transmission 

30 See Settlement Agreement at Exh. 6, Second Restated Agreement at section 
11.7(e). 

31 The specified conditions included: (i) a default by the ISO-NE RTO; (ii) a 
change in federal policy concerning RTO formation matters; (iii) a Commission order 
revising the Filing Parties’ division of their respective rights and duties; (iv) membership 
in an Independent Transmission Company; and (v) membership in another RTO 
following a merger or acquisition. 

32 March 24 Order at P 59. 
(continued.. .) 
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31. 
policy regarding RTOIISO access and withdrawal rights.33 Specifically, we noted that the 
RTO/ISO Access and Withdrawal Rights Policy Statement held, as a matter of 
Commission policy, that arrangements to join or exit an RTO or I S 0  must be reviewed 
by the Commission in the context of filings made under section 205. We also noted that 
this review is necessary in order to determine whether all of the elements contained in the 
filed arrangements meet the principles of Order No. 2000 and are otherwise just and 
reasonable under section 205 of the FPA. Accordingly, we required the Filing Parties to 
revise section 10.01 (b) of the Transmission Operating Agreement. 

Moreover, we found that the Filing Parties' proposal was inconsistent with our 

2. Requests for Rehearing andlor Clarification 

32. 
rehearing andor clarification of the March 24 Order discussed below are identified as 
Reserved Issues. 

The Settling Parties state that under the Settlement Agreement, the requests for 

33 I 
Commission's ruling regarding RTO termination and withdrawal rights simply requires 
clarifying language to section 10.01 of the Transmission Operating Agreement making 
clear the requirement that before a proposed termination or withdrawal can become 
effective, the requesting party would be obligated to make a section 205 filing in which it 
submits a replacement tariff, as may be required, and any other related arrangements 
necessary to effectuate the requested termination or withdrawal. The Transmission 
Owners assert that this interpretation of the March 24 Order is consistent with their 

First, the Transmission Owners seek clarification that compliance with the 

proposal that the Mobile-Sierra public interest standard of review also apply to section 
1 0 . 0 1 . ~ ~  

34. The Transmission Owners also seek rehearing regarding the Commission's 
determination, in the March 24 Order, that it would evaluate any request to withdraw 
from, or terminate, the ISO-NE RTO to determine, among other things, the extent to 
which the request satisfied the principles of Order No. 2000. The Transmission Owners 
assert that the Commission erred in making this determination because RTO 

33 Id., citing Guidance on Regional Transmission Organization and Independent 
System Operator Filing Requirements under the Federal Power Act, 104 FERC 11 61,248 
(2003) (RTO/ISO Access and Withdrawal Rights Policy Statement). 

34 See United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U S .  332 
(1956) and Federal Power Commission v. Sierra Pacific Power Co., 350 U.S. 348 (1956). 
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participation, under Order No. 2000, is voluntary. 
35. Finally, the Transmission Owners request clarification regarding the March 24 
Order, at footnote 84, in which we cited our findings, as made elsewhere in our order, 
with respect to various provisions of the Transmission Operating Agreement. In footnote 
84, we noted that to the extent that we had required these provisions to be revised, 
eliminated, or transferred to the ISO-NE RTO OATT, the Mobile-Sierra requests relating 
to these provision had, as a consequence, been rendered moot. On rehearing, the 
Transmission Owners seek clarification that footnote 84 was not intended by the 
Commission to modify, nullify or otherwise supercede our determinations regarding 
these provisions, including our finding regarding the Transmission Owners’ termination 
and withdrawal rights under section 10.1 of the Transmission Operating Agreement. 

3. Compliance Filings 

36. 
reach an agreement regarding the appropriate revisions necessary to comply with our 
rulings in the March 24 Order regarding the issue of RTO termination and withdrawal 
rights. Specifically, the Filing Parties disagree as to whether the revisions required by the 
March 24 Order necessarily include the withdrawal of the Filing Parties’ Mobile-Sierra 
request as it relates to section 10.01(f) of the Transmission Operating Agreement. The 
Transmission Owners argue that this revision was not required and therefore propose to 
leave their initially proposed Mobile-Sierra language intact, while adding language 
addressing the requirement that a section 205 filing also be made in the case of a 
requested termination or withdrawal from the ISO-NE RT0.35 

The Filing Parties state that, in their First Compliance Filing, they were unable to 

35 As proposed by the Transmission Owners, section 10.01(f) would include the 
following language (shown in italics): 

(0 Approvals Notwithstanding any other provision contained herein or in any 
other dacument to the contrary, any termination or withdrawal permitted by this 
Section 10.01 shall be effective unless the FERC finds that such termination or 
withdrawal is contrary to the public interest under the “Mobile-Sierra Doctrine”. 
Each [Participating Traiismissioii Owner] exercising its riglit to withdraw or 
terminate iri accordance with this section 10.01 shall file with tlie FERC, pursuant 
to section 205 oftlie FPA, the tariffs and rate sclieditles applicable to transmission 
service over such [Participating Tratisniissioii Owriel- ’s] Trarzsniissiori Facilities 
to beconie effective upon sttch termination or withdrawal. 
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4. Responsive Pleadings 

37. ISO-NE and NECPUC argue that the Transmission Owners’ proposal to retain 
their proposed Mobile-Sierra provision fails to comply with the March 24 Order and is 
otherwise inconsistent with Commission precedent. NECPUC asserts that the 
Transmission Owners’ proposal would inappropriately shift the burden to non- 
Transmission Owners to prove that withdrawal is contrary to the public interest ISO-NE 
also argues that a Mobile-Sierra provision, as applied to a Transmission Owners’ right to 
withdraw from, or terminate, the ISO-NE RTO, is inconsistent with the RTO/ISO Access 
and Withdrawal Rights Policy Statement 

5. Commission Finding 

38. We will grant rehearing, in part, and grant, in part, the requested clarifications of 
the March 24 Order as it relates to the Transmission Owners’ termination and withdrawal 
rights under the Transmission Operating Agreement. We will also require the Filing 
Parties to make a compliance filing on, or before, 30 days following the issuance of this 
order, consistent with our findings below. 

39. 
request can be reconciled with our requirement that a requested withdrawal or 
termination, under section 10.01, must be reviewed by the Commission under section 205 
of the FPA, we find that: (i) the Filing Parties may bind themselves to a Mobile-Sierra 
standard, as requested, but that (ii) the Commission’s review of any requested withdrawal 
or termination will be under the just and reasonable standard of section 205 of the FPA. 
In this regard, we agree with the Transmission Owners that our section 205 filing 
requirement, in the case of a requested withdrawal from, or termination, of the ISO-NE 
RTO (and the section 205 review, in this instance, contemplated by the March 24 Order), 
may be reconciled with a Mobile-Sierra provision applicable to these withdrawal rights, 
subject to the clarifications provided below. 

40. The Transmission Owners’ proposed language would permit “any termination or 
withdrawal [to become] effective unless the [Commission] finds that such termination or 
withdrawal is contrary to the public interest under the Mobile-Sierra Doctrine.” We 
cannot accept this limitation. Section 205 review (as required by the March 24 Order) 
means that the Commission will determine whether an action under review is just and 
reasonable. Intervenors asserted in response to the Filing Parties’ initial proposal:6 and 

With respect to the issue of whether the Transmission Owners’ Mobile-Sierra 

“March 24 Order at P 112. 
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we agree on rehearing, that, a full, meaningful review by the Commission of a requested 
withdrawal from, or termination of, the ISO-NE RTO would not be possible where the 
Transmission Owner’s rights to do so are governed by a standard of review that limits the 
application of the just and reasonable standard. Accordingly, we will require the Filing 
Parties to modify section 10“1(f) of the Transmission Operating Agreement to make clear 
that while a challenge to a section lO.Ol(f) request made by any of the parties to the 
Transmission Operating Agreement will be subject to the Mobile-Sierra doctrine, as 
proposed by the Transmission Owncrs, the Commission’s own review of a requested 
withdrawal or termination will be made under section 20.5 of the FPA, Le., the 
Commission’s own review will not be limited by application of the Mobile-Sierra 
d ~ c t r i n e ? ~  

41. 
of a requested withdrawal from the ISO-NE RTO should not take into consideration our 
RTO formation policies under Order No. 2000. In considering the justness and 
reasonableness of any filing made under section 20.5, including an RTO withdrawal 
filing, the Commission is required to consider its policies and precedents, as may be 
relevant to the issues presented for our review. Although participation in an RTO is 
voluntary, a transmission owner’s withdrawal can have a substantial impact on other 
market participants and the markets themselves. In these circumstances, the policies 
enunciated in Order No. 2000 would be relevant and must be considered. 

We also deny the Transmission Owners’ argument, on rehearing, that our review 

42. Finally, we will grant the Transmission Owners’ requested clarification 
regarding the findings we cited in footnote 84 of the March 24 Order. That summary of 

37 Section 10.01(f), as modified, will provide as follows (with the required changes 
shown in italics): 

( f )  Approvals. Notwithstanding any other provision contained herein or in any 
other document to the contrary, any termination or withdrawal requested under 
this Section 10.01 shall be effective, subject to: (i) a showing by anyparty to this 
agreement seeking to challenge the request that the requested termination or 
withdrawal is contrary to the public interest under the “Mobile-Sierra Doctrine;” 
and (ii) the FERC’s determination under section 205 oftlie FPA that the 
termination or withdrawal is just, reasonable and not undu[y discrinzinatoiy or 
preferential. Each [Participating Transmission Owner] exercising its right to 
withdraw or terminate in accordance with this section 10.01 shall file with the 
FERC, pursuant to section 20.5 of the FPA, the tariffs and rate schedules 
applicable to transmission service over such [Participating Transmission Owner’s] 
Transmission Facilities to become effective upon such termination or withdrawal. 
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findings was not intended to modify, nullify, or otherwise supersede any of the findings 
in our order to which footnote 84 made reference. 

E. Section 205 Filing Rights 

1. The March 24 Order 

4.3. 
their respective section 205 filing rights, subject to certain conditions relating to the filing 
of generator interconnection  agreement^.^^ Specifically, in response to intervenors’ 
concerns regarding the authority that would be exercised by the Transmission Owners 
over the filing of interconnection agreements under section 2.05 of the Transmission 
Operating Agreement, and to ensure compliance with our pro forma interconnection 
procedures set forth in Order No. 2003,3’we required the Filing Parties to make a 
compliance filing, as may be necessary, to conform their proposed provision with our 
order on the Filing Parties’ pending Order No. 2003 compliance filing proceeding, in 
Docket No. ER04-433-000, et al. 

44. Regarding the Transmission Owners’ proposed reservation of section 205 filing 
rights for Transmission IJpgrades relating to generator interconnections, we found that 
the proposed allocation was ambiguous in its meaning, and therefore required the Filing 
Parties to clarify their proposal, consistent with the requirements of Order No. 200.3.40 
We held that to the extent the Transmission Owners were seeking to reserve filing rights 
for the pricing policy that would apply to generator interconnections, such a reservation 
of rights would be inconsistent with Order No. 200.3 because the Transmission Owners 
were not independent en ti tie^.^' 

In the March 24 Order, we accepted the Filing Parties’ proposed allocation of 

March 24 Order at P 71 

3’J Standardization of Generator Interconnection Agreements and Procedures, 
Order No. 2003,68 Fed. Reg. 49,845 (Aug. 19,2003), FERC Stats. & Regs. 1 31,146 
(2003), order on relz g ,  Order No. 2003-A, 106 FERC 1 61,220 (2004), re11 ‘gpeiiding 

40 The proposed provision was set forth at section 2.05(a)(ii) of the Transmission 
Operating Agreement. 

41 In Order No. 2003, we held that we would allow flexibility for variations from 
ourpro,forma interconnection requirements in those regions where an independent entity, 
such as an RTO, operates the regional transmission system. We stated that this treatment 

(continued.. .) 
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2. Requests for Rehearing 

45. Rehearing requests addressed to the Commission’s section 20.5 filing rights 
determinations in the March 24 Order were sought by the Transmission Owners and 
Mirant. The following Reserved Issues are identified in the Settlement Agreement. 

46. The Transmission Owners request that to the extent the March 24 Order could be 
construed as a rejection of the interconnection-related section 20.5 filing rights provisions 
of the Transmission Operating Agreement, the Commission should reverse that finding 
and accept the Filing Parties’ proposal under section 2.05(a)(ii) of the Transmission 
Operating Agreement to give the Transmission Owners joint section 205 filing authority 
over generator interconnection agreements and, second, accept the Filing Parties’ 
proposal under section .3.04(b)(i) of the Transmission Operating Agreement to give 
Transmission Owners exclusive section 205 filing authority over the methodology by 
which the costs of Transmission Upgrades related to generator interconnections are 
allocated under the ISO-NE RTO OATT. 

47. 
the Commission may not require the Transmission Owners to cede section 205 filing 
rights, absent their voluntary consent. In addition, the Transmission Owners assert that 
the March 24 Order erroneously construed the requirements of Order No. 2003. 
Specifically, the Transmission Owners argue that while they are not independent entities, 
Order No. 2003 acknowledges the right of non-independent entities to make section 205 
filings and to attempt to,justify, therein, deviations from the Order No. 2003 pro forma 
requirements, relying on either a “regional differences” or “consistent with or superior 
to” rationale to support those proposed deviations. 

48. Mirant asserts as error the Commission’s failure in the March 24 Order to grant 
the KO-NE RTO narrowly-circumscribed, but immediate section 205 filing rights in the 
case of “Exigent Circumstances.” Mirant states that under section 3.04 of the 
Transmission Operating Agreement, as accepted by the Commission in the March 24 
Order, the ISO-NE RTO would be required to wait 30 days to make a section 205 filing 
(where the Participating Transmission Owner and the ISO-NE RTO are unable to agree 
on such a filing), even when the reliability of the ISO-NE RTO bulk power system or the 

The Transmission Owners assert that under Atlantic City Electric Co. v. FERC;’ 

would be appropriate because the independent entity would have different operating 
characteristics than a non-independent entity and would be less likely to act in an unduly 
discriminatory manner than a Transmission Provider that is a market participant. See 
Order No. 2003, FERC Stats. & Regs. 131,146 at P 827. 

42 295 F.3d 1 (D.C. Cir. 2002). 
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efficiency or competitiveness ofthe ISO-NE RTO markets may be at stake. Mirant 
concludes that in these circumstances, the ISO-NE RTO should be given the authority to 
make a section 205 filing without delay, provided that such filing not address the rates, 
charges or revenue requirement of any Participating Transmission Owner. 

3. Compliance Filing and Responsive Pleadings 

49. The Filing Parties, in their First Compliance Filing, assert that their initial 
proposal in this proceeding regarding their division of section 205 filing rights authority 
for generator interconnection agreements (sections 2.05(a)(ii) and 3.04(b)(i) of the 
Transmission Operating Agreement) was consistent with Order No. 2003 and should 
have been accepted by the Commission. The Vermont Public Service Board, however, 
takes issue with this assertion, characterizing this aspect of the Filing Parties' First 
Compliance Filing as a collateral attack of the March 24 Order. The Vermont Public 
Service Board requests a ruling from the Commission requiring the Filing Parties to 
comply with the March 24 Order as it relates to sections 2.05(a)(ii) and 3.04(b)(i) of the 
Transmission Operating Agreement. 

4. Commission Finding 

50. 
section 205 filing rights set forth in sections 2.05(a)(ii) and 3.04(b)(i) of the Transmission 
Operating Agreement. The Filing Parties' proposed allocation of filing rights under 
section 2.05(a)(ii) and 3.04(b)(i) is not inconsistent with Order No. 200.3, because the pro 
forma requirements adopted in Order No. 2003 do not address the issue of filing rights in 
this context. Accordingly, we will address here, as requested, the merits of proposed 
sections 2.05(a)(ii) and 3.04(b)(i). 

We will grant rehearing of the March 24 Order as it relates to the allocation of 

51. Section 2.05(a)(ii) provides, in relevant part, that with respect to the 
interconnection of a Large Generating Unit, the Interconnection Agreement shall be a 
three-party agreement among the Participating Transmission Owner, the ISO-NE RTO, 
and the Interconnecting N ~ n - P a r t y . ~ ~  With respect to the interconnection of other 
Generating Units, the ISO-NE RTO shall be a party to an Interconnection Agreement if, 
and to the extent, the Commission's regulations require the ISO-NE RTO to be a party. 
We agree that this proposed allocation of section 205 filing rights is consistent with 
Commission policy and therefore will accept this provision, as proposed. 

43 Similarly, in Docket No. ER04-433-000, et al., NEPOOL proposes to revise 
section 1 1 of the pro,fornza Standard Large Generator Interconnection Procedures to 
provide for the execution and filing of three-party interconnection agreements. 
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52. Section 3.04(b)(i) delineates the section 205 filing authority for revenue 
requirements and their recovery through rates charged for all transmission facilities 
including (but not limited to) costs of transmission upgrades related to generator 
interconnections. We have previously held that the determination and allocation of 
revenue requirements and their recovery through rates charged are properly the right of 
the transmission owners. Accordingly, we will accept section 3.04(b)(i), as proposed. 

53. 
Filing Parties’ proposed allocation of section 205 filing rights, a market flaw, if identified 
by the ISO-NE RTO, could not always be addressed by the ISO-NE RTO on a timely 
basis in the form of a section 205 filing, i.e., that under section .3.04(e), ISO-NE RTO 
would be required to delay a section 205 filing for 30 days where the Transmission 
Owners and the ISO-NE RTO are unable to mutually agree on the substance of the filing 
to be made. We agree with Mirant that section 3.04, as proposed, fails to give the ISO- 
NE RTO adequate authority to make such a filing. Moreover, section 3.04, as proposed, 
is generally inconsistent with the filing authority granted to the ISO-NE RTO under the 
Participants Accordingly, we will direct the Filing Parties to revise section 
3.04, in a compliance filing, on or before 30 days following the issuance ofthis order. As 
revised, section 3.04 should grant to the ISO-NE RTO emergency filing authority 
consistent with the grant of filing authority recognized in the Participants Agreement in 
the case of Exigent Circumstances. 

54. 
acceptance, above, of sections 2.05(a)(ii) and 3.04(b)(i) of the Transmission Operating 
Agreement. 

We will also grant Mirant’s request for rehearing. Mirant asserts that under the 

Finally, we will reject the Vermont Public Service Board’s protest, given our 

44 The Participants Agreement, at section 1 1.2, gives the ISO-NE RTO certain 
filing authority in the case of “exigent circumstances”: 

In Exigent Circumstances, [the ISO-NE RTO] may unilaterally, upon written 
notice to the Participants Committee and Individual Participants, file with the 
Commission pursuant to section 205, if necessary, and implement a new or 
amended Market Rule, Operating Procedure, Manual, Reliability Standard, 
provision of the Information Policy (subject to 113) ,  General Tariff Provision, or 
Non-[Transmission Owner] OATT Provision. Notwithstanding the generality of 
the foregoing, any change in the Information Policy shall be effective 
prospectively only and only for information received after such change becomes 
effective. 
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F. Seams Resolution Agreement 

1. The March 24 Order 

55” 
scope and regional configuration requirements, subject to conditions concerning certain 
interregional seams issues.J5 Specifically, while we noted the Filing Parties’ 
commitment, to date, to address inter-regional seams issues on a regional basis, under a 
Interregional Coordination Agreement entered into by ISO-NE and the New York ISO, 
we also found that the timetable for addressing these issues must be pursued by the 
parties without delay. Accordingly, we conditioned our approval of an ISO-NE RTO on 
the Filing Parties’ development of a more comprehensive seams agreement with the New 
York ISO. 

In the March 24 Order, we found that the ISO-NE RTO generally met our RTO 

56, 
seams agreement specific milestones and timelines for resolution of all remaining seams 
issues within one year of the date of the Filing Parties’ First Compliance Filing. We also 
required the Filing Parties to submit a proposal for eliminating Through-and-Out Service 
Charges between the ISO-NE RTO and the New York IS0 within six months of the date 
of the Filing Parties’ First Compliance Filing. Finally, we stated that because the New 
York IS0 has significant trade with its RTO neighbor to the south, PJM Interconnection, 
L.L.C. (PJM), the Filing Parties should also explain in their First Compliance Filing the 
role that PJM could play in the resolution of broader, regional seams issues. We stated 
that the Filing Parties should identify the specific remaining seams issues that require the 
participation and involvement of PJM. 

Among other things, we required the Filing Parties to address in their revised 

2. Resuests for Rehearing 

57. 
Agreement identifies as a Reserved Issue) the Commission’s determination in the March 
24 Order that the ISO-NE RTO’s elimination of Through-and-Out Service Charges need 
not be conditioned on (i) the elimination of comparable New York IS0 charges; or (ii) 
the establishment of a seams agreement between the ISO-NE RTO and the New York 
ISO. 

On rehearing, the Transmission Owners assert as error (and the Settlement 

45 March 24 Order at P 91 
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3. Compliance Filinps 

58. In their First Compliance Filing, the Filing Parties state that on June 18,2004, 
ISO-NE and the New York I S 0  executed an Amended and Restated Coordination and 
Seams Issue Resolution Agreement (Seams Resolution Agreement) The Filing Parties 
state that, under the Seams Resolution Agreement, specific milestones and timelines are 
provided for resolution of the remaining seams issues within one year of the date of the 
Filing Parties’ First Compliance Filing. The Filing Parties state that among the issues 
that will be addressed, pursuant to this agreed-to timeline, are: (i) facilitated checkout 
procedures; (ii) regional resource adequacy; (iii) partial unit Installed Capacity Sales; 
(iv) elimination of rate pancaking; (v) cross-border controllable line scheduling; (vi) 
coordination of inter-regional planning; and (vii) the implementation of “Virtual Regional 
Dispatch.”46 

59. The Filing Parties state that the Seams Resolution Agreement also includes a 
work plan for ongoing identification of additional seams issues that, upon approval, will 
be added to the Seams Resolution Agreement The Filing Parties state that the Seams 
Resolution Agreement also addresses PJM’s involvement in seams resolution matters. 
Specifically, the Filing Parties state that PJM is, and will continue to be, a member of the 
Intermarket Coordination Group, a committee established under the Seams Resolution 
Agreement. 

60. 
and-Out Service Charges be eliminated between the ISO-NE RTO and the New York 
ISO. The Filing Parties state that they are committed to complying with this directive 
and recognize the importance of eliminating these charges. In furtherance of this 
objective, the Filing Parties state that they will make a filing as soon as reasonably 
practicable and in a timeframe that allows full public comment on or before 

Finally, the Filing Parties address the Commission’s requirement that Through- 

46 Virtual Regional Dispatch would represent a new service offered by the ISO-NE 
RTO and the New York I S 0  to facilitate the physical dispatch of loads between these two 
markets for the purpose of promoting greater price convergence. Pursuant to the terms of 
the Seams Resolution Agreement, implementation of Virtual Regional Dispatch would 
occur in three phases. See Seams Resolution Agreement at Attachment 1, p. 3. In Phase 
I, a Virtual Regional Dispatch pilot program would be developed and implemented “as 
soon as practicable with a target date of the fourth quarter of 2004.” Phase I1 would 
involve review of this pilot program and allow for its “potential” implementation in mid- 
2005. Phase 111 would include the review of the initial implementation of Virtual 
Regional Dispatch and further evaluation (in early 2006) of whether expanding Virtual 
Regional Dispatch would be warranted. 
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December 22,2004. However, the Filing Parties also propose that the elimination of 
these charges be made contingent on the establishment of reciprocal terms of 
transmission access between the New York IS0 and the ISO-NE RTO 

4. Responsive P l e a d b  

61 I 
proposal to eliminate Through-and-Out Service Charges as a vague commitment at best. 
Similarly, LIPA argues that the Transmission Owners are continuing to delay and resist 
the elimination of these charges. In particular, LIPA objects to the Transmission 
Owners’ insistence that their elimination of these charges be made contingent on the 
implementation of reciprocal terms of access vis a vis the New York IS0 market. LIPA 
asserts that this condition is simply a restatement of the condition previously rejected by 
the Commission in the March 24 Order. 

The New England Consumer Owned Entities characterize the Filing Parties’ 

62. 
line scheduling. LIPA asserts that while the Seams Resolution Agreement includes a 
milestone for the final resolution of this seams issue by June 2005, the Filing Parties 
should be required to provide regular progress reports to the Commission and market 
participants on its implementation and application to specific existing facilities. LJPA 
also asserts that further action is required by the Commission to ensure the timely 
resolution of additional and emerging seams issues. In particular, LIPA notes that there 
are a number of outstanding seams issues that have been identified in the Northeast ISO’s 
quarterly seams report filed with the Commission that have yet to be given sufficient 
attention. 

LIPA is also concerned about the implementation of cross border controllable 

5. Commission Finding 

6.3. We will deny, as moot, the Transmission Owners’ request for rehearing, 
regarding the necessity for a reciprocity condition applicable to the ISO-NE RTO’s 
elimination of its Through-and-Out Service Charges. With respect to these charges, the 
New York IS0 has stated in its compliance filing, submitted in Docket No. ER04-943- 
000, that the elimination of its export charges will take place on the same date that a 
corresponding proposal applicable to the New England market becomes effective. 
NEPOOL’s filing, in turn, submitted in Docket No. ER0.5-3-000, also proposes to 
eliminate NEPOOL’s Through-and-Out Service Charge‘47 

NEPOOL’s filing is not protested and, based on our review, has not otherwise 47 

been shown to be unjust or unreasonable or unduly discriminatory. Accordingly, we will 
accept NEPOOL’s submittal for filing. We will also accept for filing the New York 

(continued.” .) 
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64. 
and regional configuration requirements, subject to condition. First, we find that the 
Seams Resolution Agreement adequately addresses each of the seams issues identified by 
the Commission in the March 24 OrdeI. However, we clarify, here, that the Virtual 
Regional Dispatch filing that the Filing Parties propose to submit for Commission review 
with a “target date” of the fourth quarter of 2004, i.e , the Filing Parties’ proposed Phase I 
pilot program implcmenting Virtual Regional Dispatch, must be made by December 1, 
2004. Further, we find that the Filing Parties’ proposed timeline to resolve the remaining 
seams issues fail to comply with the requirements of the March 24 Order. As a result, we 
will condition our approval of the ISO-NE RTO on revision of the Seams Resolution 
Agreement to provide that, for each remaining seams issue, a proposal will be filed with 
the Commission 60 days prior to the implementation date of the proposal. We will also 
require the Filing Parties to clearly state the implementation dates in the Seams 
Resolution Agreement and to submit these revisions in a compliance filing to be made 
within 30 days of the date of this order. We find that these revisions will benefit all 
market participants are consistent with our goal of timely resolution of existing market 
seams that result in inefficiencies 

We will also accept the First Compliance Filing as it ielates to our RTO scope 

65.  While we share LJPA’s concern that continued oversight of the seams resolution 
process will be both appropriate and necessary, the Commission is fully prepared and 
able to carry out this monitoring function. Moreover, we will act promptly regarding any 
complaints that may be filed, as the Filing Parties proceed to implement the terms of the 
Seams Resolution Agreement. Finally, with respect to the identification of seams issues 
that may require the participation and involvement of neighboring markets, we note that 
under the Seams Resolution Agreement, the ISO-NE RTO and the New York I S 0  will be 
required to work closely with these third-party entities, including PJM and the 
Independent Market Operator of Ontario. We find that this commitment satisfies the 
requirements of the March 24 Order. 

Filing Parties’ submittal and will deny the protest filed by New York Municipal. The 
New York Municipal asserts that while they do not contest the elimination of seams 
between the New York IS0 and New England markets, the elimination of Through-and- 
Out Service Charges in the New York region could result in increased transmission rates 
and that these “costs” would not be outweighed by the “benefits” attributable to the New 
York Filing Parties’ proposals. We disagree. For all the reasons discussed in the 
March 24 Order, the elimination of inter-regional seams will provide significant regional 
benefit for all market participants and the markets as a whole. Moreover, it has not been 
demonstrated that these benefits will be outweighed by any countervailing costs or 
burdens. 
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G. The Cross Sound Cable 

66. The March 24 Order granted LIPA’s request with respect to its existing 
agreement for transmission service across the Cross Sound Cable merchant transmission 
facility. Specifically, we required the ISO-NE RTO, in the Merchant Transmission 
Operating Agreement it intends to negotiate with Cross Sound Cable L,L,C, to include 
appropriate grandfathering language to cover existing transmission service agreements, 
including LJPA’s agreement. However, the agreement at issue has yet to be executed and 
filed by the parties. Accordingly, we will address the Filing Parties’ compliance with this 
directive in the March 24 Order at such time as the agreement at issue is filed. 

H. Mobile-Sierra Provisions 

1. The March 24 Order 

67. 
Sierra provisions, but required that other provisions of the Transmission Operating 
Agreement, for which Mobile-Sierra protection was requested, must be revised, 
eliminated, or transferred to the ISO-NE RTO OATT.48 We noted, however, that because 
Mobile-Sierra protection may be appropriate with respect to at least some of these 
provisions, we would permit the Filing Parties to include in their compliance filing a 
fuller justification supporting their requests. 

The March 24 Order accepted certain of the Filing Parties’ proposed Mobile- 

2. Resuests for Rehearing 

68. On rehearing, the Transmission Owners assert that the Commission erred in the 
March 24 Order in rejecting their requested Mobile-Sierra treatment covering each of the 
provisions of the Transmission Operating Agreement, as identified in their initial filing. 
First, the Transmission Owners assert that they have a statutory right to obtain Mobile- 

48 March 24 Order at P 1.3 1” Specifically, we rejected the Filing Parties’ proposed 
provisions addressing billing (Transmission Operating Agreement section 3.10) and 
termination and withdrawal rights (Transmission Operating Agreement section 10.01). 
We also required that Transmission Operating Agreement section 3 .  10 be transferred to 
the ISO-NE RTO OATT. Finally, we required that Transmission Operating Agreement 
section 3.09 (planning and expansion) and schedule 10.05 (Independent Transmission 
Companies) be transferred to the RTO-NE OATT, and rejected section 10.05(b). 
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Sierra treatment for any portion of their agreement for which it is claimed. The 
Transmission Owners assert, in this regard, that the Mobile-Sierra doctrine provides the 
contracting parties the right to define their arrangements by contract and that any agreed- 
upon contractual limitations that bind the parties will also bind the Commission’s 
authority to change the contract. 

69. 
Commission in rejecting certain of the Filing Parties’ Mobile-Sierra requests (i“e., that 
these provisions affected the rights and interests of other market participants or the 
performance and operation of the market as a whole) would prohibit any party required to 
file any contract with the Commission under section 205 of the FPA from seeking 
Mobile-Sierra protection, given the fact that any such contract, by definition, “affects” or 
“relates to” the wholesale sale or transmission of electricity in interstate commerce. 

The Transmission Owners further assert that the rationale relied upon by the 

3. Compliance Filing and Responsive Pleadings 

70. In their First Compliance Filing, the Filing Parties provide additional support for 
their contention that, as initially proposed, the Transmission Operating Agreement 
warrants Mobile-Sierra protection with respect to certain requested provisions (discussed 
below). The Filing Parties argue that each of these provisions delineates key rights and 
obligations of the Transmission Owners and the ISO-NE RTO, under the Transmission 
Operating Agreement, and that the Filing Parties, with respect to these provisions, 
deserve to be accorded contractual certainty as a condition to their commitment to 
establish a New England RTO. 

71. 
workings of the ISO-NE RTO will involve a new division of rights and responsibilities 
among all market participants, it is critical that the agreements giving rise to these rights 
and responsibilities remain flexible and open to revision, as may be necessary. As such, 
the New England Consumer Owned Entities assert that the Filing Parties’ have failed to 
demonstrate that any of the provisions addressed in the Transmission Operating 
Agreement should be accorded Mobile-Sierra treatment. In addition, the Vermont Public 
Service Board and NECPUC challenge the appropriateness of according Mobile-Sierra- 
treatment to specific provisions discussed below. 

The New England Consumer Owned Entities argue that because the fundamental 

4. Commission Finding 

72. 
Commission’s authority to review (and reject) their Mobile-Sierra requests under our just 
and reasonable standard. First, we disagree that the Commission is precluded from 
reviewing, in any substantive way, a request for Mobile-Sierra protection at the time that 
the underlying agreement at issue (in this case, the Transmission Operating Agreement) 
is initially filed for acceptance under section 205. Indeed, section 205 requires the 

We will deny the Transmission Owners’ request for rehearing regarding the 
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Commission to determine whether any such rate, term or condition submitted for OUT 

review is just and reasonable. 

73. 
that we would consider, among other things, whether the provision for which Mobile- 
Sierra protection is sought has an effect on non-parties to the agreement or the operation 
of the market as whole. The Transmission Owners respond (and we acknowledge) that, 
by definition, any agreement filed with the Commission under section 205 has at least 
some nexus with the broader interests of third-party market participants and the overall 
operation of the wholesale markets. However, where the interests of third-party market 
participants, or the effects on the market as a whole, are significant, we cannot find that a 
two-party agreement that would have the effect of limiting our ability to protect these 
broader interests is just and reasonable. 

74. Accordingly, we reach, below, the underlying merits supporting the Filing 
Parties’ requests for Mobile-Sierra treatment as they relate to each provision of the 
Transmission Operating Agreement at issue. For the reasons discussed below, we will 
accept, in part, and reject, in part, the Filing Parties’ compliance filing as it relates to 
these requests. Specifically, we will grant Mobile-Sierra protection, as requested, 
applicable to the following provisions of the Transmission Operating Agreement: 
sections 3.01, 3.09, 3.1 1,3.13,4.01(e), 6.07, 11.04 (a)-(d), and 11.05. We will reject 
Mobile-Sierra protection applicable to sections 9.01,9.06, 10.01, and 11.14. Section 
10.05 must be removed from the Transmission Operating Agreement and we are not 
ruling on section 3.10 (which has been withdrawn by the Filing Parties). 

75. 
of the Transmission Operating Agreement sets forth the grant of operating authority from 
the Participating Transmission Owners over their assets to the ISO-NE RTO and the ISO- 
NE RTO’s assumption of such authority. Section 3.01 provides that, effective as of the 
Operations Date of the ISO-NE RTO, each Participating Transmission Owner will 
authorize the ISO-NE RTO to exercise Operating Authority over each Participating 
Transmission Owner’s transmission facilities. Section 3.01 also sets forth limitations on 
the ISO-NE RTO’s operating authority. 

In the March 24 Order, we did just that. In making this detemiination, we stated 

Section 3.01 (grant of operating aiitliority to the ISO-NE RTO). Section 3.01 

76. The Filing Parties assert that section 3.01 is a provision that works in tandem 
with section 3.02 (which defines the ISO-NE RTO’s Operating Authority) and that, as 
such, Mobile-Sierra treatment is appropriate for the same reason already recognized by 
the Commission in the March 24 Order, as it relates to section .3.02.49 We agree with the 

49 March 24 Order at P 129. 
(continued. I .) 
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Filing Parties that section 3.01 works in close tandem with section 3.02, a provision for 
which we have already granted the Filing Parties’ request for Mobile-Sierra protection, 
and that both provisions primarily affect the rights and interests of the Filing Parties. 
Accordingly, we will accept the Filing Parties’ proposed Mobile-Sierra treatment for 
section 3.01., 

77. 
that Mobile-Sierra protection is warranted, as it relates to section 3.09, because 
prospective investors in new transmission facilities demand certainty when it comes to 
the planning and construction process. NECPUC objects, arguing that the underlying 
rights and obligations addressed by section 3.09, in its entirety, should be addressed in 
the ISO-NE RTO OATT, not the Transmission Operating Agreement. 

78. 
Section 3.09 provides direction to the Transmission Owners and the ISO-NE RTO to 
follow planning procedures contained in the ISO-NE RTO OATT. As such, this 
provision will have no adverse impact on third parties or the New England market. With 
respect to NECPUC’s request for rehearing, we deny NECPUC’s request to transfer 
section 3.09 and schedule 3.09(a) in their entirety to the OATT. Section 3.09 and 
sections 6 and 7 of schedule 3.09(a) concern general references to previously adopted 
planning procedures and do not belong in the more detailed ISO-NE RTO OATT. 

79. Section 3.10 (collection and disbursement ofpayrrrents). The Vermont Public 
Service Board points out that while the Filing Parties, in their First Compliance Filing, 
have deleted section 3.10 from their revised Transmission Operating Agreement (based 
on the Filing Parties’ representation that this provision will be the subject of a future 
filing), it could still be inferred that Mobile-Sierra protection is being sought by the Filing 
Parties with respect to this provision. The Vermont Public Service Board argues that the 
Commission should reject any pre-approved Mobile-Sierra treatment. We agree with the 
Vermont Public Service Board and will not rule on Mobile-Sierra protection for this 
section on a pre-approved basis. 

Section 3.09 (traiisrrrissiori plarrriirig arid exparrsiori)?u The Filing Parties assert 

We will grant Mobile-Sierra treatment, as requested by the Filing Parties. 

Section 3.09 sets forth the rights and obligations of the Participating 
Transmission Owners and the ISO-NE RTO with respect to system planning and 
expansion. Specifically, section 3.09 and its corollary provision, schedule 3.09(a), 
delineate the Transmission Owners’ obligation to build in response to the regional needs 
as may be determined by the ISO-NE RTO. Section 3.09 also provides for the recovery 
of costs for such projects. 
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80. Section .3.11 (treatment of grarzdfatlzered agreenieiits)? The Filing Parties 
assert that Mobile-Sierra treatment is appropriate, as it relates to section 3.1 1, for the 
same reason justifying grandfathered treatment of the underlying transmission contracts, 
is . ,  because these contracts represent negotiated rights and obligations which should not 
be abrogated. We agree. The Grandfathered Transmission Agreements will have no 
significant effect on market participants that are not parties to these agreements or on 
reliable operation of the New England market. Therefore, we will grant Mobile-Sierra 
treatment to section 3.1 1, as requested. 

81. Section .3.13 (protection of mirriicipaWtax exempt The Filing Parties 
argue that absent the assurance provided by section 3.13 (and the application of Mobile- 
Sierra treatment as it relates to this provision), tax-exempt municipalities may be 
reluctant to participate in an RTO. We find that section 3.13 primarily affects the 
municipal tax-exempt Transmission Owners to whom it applies. We also agree with the 
Filing Parties that section 3.13 provides a necessary incentive to tax-exempt 
municipalities to join the ISO-NE RTO. We will therefore grant Mobile-Sierra 
protection as it relates to section 3.13. 

82. 
Parties assert that Mobile-Sierra protection is appropriate as it relates to section 4.01 
(e), consistent with the unique interests and needs of the Transmission Owners. We agree 
that the rights and obligations addressed by section 4.01(e) concern primarily the rights 
and obligations of the Participating Transmission Owners and the ISO-NE RTO alone. 
Accordingly, we will grant Mobile-Sierra treatment, as requested. 

Section 4.01(e) (disclairtier of trarzsmissiorz facility n~arratities).~~ The Filing 

” Section 3.1 1 provides that existing transmission agreements, as identified in 
Attachment G-1 and schedule 3.1 l(c) to the NEPOOL OATT (Grandfathered 
Transmission Agreements) will not be modified or abrogated following the establishment 
of the ISO-NE RTO. 

52 Section 3.13 provides that the Transmission Operating Agreement shall not be 
effective as to a municipal tax-exempt transmission owner unless and until that 
transmission owner’s bond counsel renders an opinion that participation in the 
Transmission Operating Agreement will not adversely affect its tax-exempt status. 

53 Section 4.01(e) provides that Transmission Owners, in their grant of operating 
authority to the ISO-NE RTO, make no express or implied representations or warranties 
with respect to their transmission facilities. 
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83. 
Filing Parties note that section 6.07 is designed to ensure that the ISO-NE RTO’s 
contractual commitments are fair and non-discriminatory. The Vermont Public Service 
Board objects to the Filing Parties’ request for Mobile-Sierra protection as it relates to 
this provision. The Vermont Public Service Board asserts that Mobile-Sierra protection 
is unnecessary because the asserted need (preventing discrimination) would be 
sufficiently addressed by the Commission itself, given the fact that the management 
agreements at issue must be filed with the Commission. We will grant Mobile-Sierra 
treatment, as requested. Section 6.07 will primarily affect the ISO-NE RTO, a party to 
the Transmission Operating Agreement and will not adversely affect the rights and 
interests of third parties. Moreover, application of a Mobile-Sierra provision as it relates 
to this requirement will facilitate, not deter, Commission oversight and review of the 
ISO-NE RTO’s management agreements. 

84. Section 9.01 (irtdemni@catiotr requirernents) and Section 9.06 (assrinrptiorr of 
liability)?5 The Filing Parties note that while the Transmission Owners and the ISO-NE 
RTO have taken alternative positions with respect to these provisions, as reflected in the 
Transmission Owners’ request for rehearing of the March 24 Order, the provisions 
themselves, once accepted, will represent a fundamental aspect of the Filing Parties’ RTO 
formation proposal and should not be thereafter modified unless the Commission makes a 
public interest finding supporting such a revision. We agree that the issues addressed by 
sections 9.01 and 9.06 affect primarily the rights and interests of the Filing Parties alone. 
Accordingly, we will accept the Filing Parties’ proposed Mobile-Sierra provision as it 
relates to these provisions. 

Section 6.07 (reqriiretnents applicable to managenrent agreertre~rts)?~ The 

85. 
(see supra section D, regarding the Transmission Owners’ RTO termination and 

Section 10.01 (tertii, default, arid terttiitratiorr). For the reasons discussed above 

Section 6.07 provides that the ISO-NE RTO will not enter into any management 54 

agreement relating to the provision of transmission services unless the agreement has: 
(i) been approved by the Commission; (ii) does not violate the ISO-NE RTO’s Code of 
Conduct and is on an arms-length basis; and (iii) is the result of a competitive solicitation 
process, the outcome of which is based on skill, qualifications, costs, reputation, and 
associated risks. 

55 As noted in Section P of this order, below, section 9.01 of the Transmission 
Operating Agreement addresses the Filing Parties’ obligations to indemnify the other 
with respect to third-party liabilities attributable to their respective acts and omissions. 
Section 9.06, by contrast, addresses the Filing Parties’ respective liabilities covering their 
own claims against each other (i e , two-party claims). 



Docket No. RTO4-2-001, et a1 

Attachment to Response to PSC -2 Question No. 17(a) 
Page 30 of 70 

Avera 

withdrawal rights), we are rejecting the Filing Parties' Mobile-Sierra request as it relates 
to section 10.01 of the Transmission Operating Agreement. 

86. Section 10.05 (Iiidependeiit Traiisiitissioa Contparties). The Filing Parties 
continue to include section 10.05 in their request for Mobile-Sierra treatment. NECPUC 
points out that in the March 24 Order, the Commission required the Filing Parties to 
transfer its proposed provisions addressing the formation and operation of Independent 
Transmission Companies to the ISO-NE OATT. In the March 24 Order, we required that 
section 10.05 be removed from the Transmission Operating Agreement and placed in the 
ISO-NE RTO OATT. Below, we address the substance of the Filing Parties' 
Independent Transmission Company requests. For the reasons discussed below, we will 
require the Filing Parties to remove section 10.05 from the Transmission Operating 
Agreement and add it to the ISO-NE OATT. Accordingly, we need not address here the 
appropriateness of Mobile-Sierra treatment for this provision. 

87. Section 11.04(a)-(d) (liirtitatioris on ameridrneitts to the Trarisrnissioit 
Operating Agreeittent) '' The Filing Parties assert that absent a Mobile-Sierra provision 
applicable to section 11.04(a)-(d), third parties would be permitted to seek the 
modification of the Transmission Operating Agreement and thus undo the negotiated 
compromises reached by the ISO-NE RTO and the Transmission Owners in establishing 
the ISO-NE RTO. Section ll.O4(c) must be revised to reflect the Mobile-Sierra 
determinations made herein. With that change, Mobile-Sierra protection will be given to 
section 11,04(a)-(d) because such a ruling is consistent with the provision-by-provision 
Mobile-Sierra analysis we have undertaken here. 

88. 
Parties assert that a Mobile-Sierra provision is appropriate with respect to section 11 .OS 
in order to ensure proper coordination between all of the Participating Transmission 
Owners and the ISO-NE RTO. We agree that the rights and obligations addressed by 

Sectioii 11.05 (additional Participating Traiisrrtissiori O i v ~ r e r ) . ~ ~  The Filing 

56 Section 11.04(a)-(d) sets forth the procedures for amending the Transmission 
Operating Agreement. Under section 1 1.04, any future amendment to the Transmission 
Operating Agreement will require the agreement of the ISO-NE RTO and a specified 
percentage of Transmission Owners, operating under an administrative committee 
structure. In addition, section 11.04(c) also sets forth those provisions that the Filing 
Parties seek to be protected under the MobiZe- Sen-a public interest standard of review. 

57 Section 1 1.05 sets forth the method by which a Transmission Owner can 
become a Participating Transmission Owner under the Transmission Operating 
Agreement. 
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section 1 1 .OS concern primarily the interests of the Filing Parties themselves and that, as 
such, Mobile-Sierra treatment is warranted. 

89. 
section 11 “14 deserves Mobile-Sicrra protection because this provision allows the Filing 
Parties and market participants to know what their rights and obligations are in 
connection with dispute resolution matters. The Vermont Public Service Board objects, 
pointing out that the negotiation period set forth in section 11.14 (not less than GO 
calendar days) is too specific to be subject to such a high bar for review. 

Section 11.14 (dispiite resolrition procediires).’’ The Filing Parties assert that 

90. 
interest standard of review to section 11 14. The matters addressed by section 11.14 
expressly include obligations applicable to all market participants, Le., to non-parties to 
the Transmission Operation Agreement. Specifically, section 11.14 states that, in the 
event of a dispute: “Each affected Party and each market participant shall designate one 
or more representatives with the authority to negotiate the matter in dispute to participate 
in such negotiations.” We also note that an identical dispute resolution procedures 
provision exists in the ISO-NE RTO OATT, as directed by the Commission in the 
March 24 Order.” As such, providing Mobile-Sierra treatment to the Transmission 
Operating Agreement’s dispute resolution procedures provision, section 11.14, would 
preclude the Commission from maintaining consistency with the ISO-NE RTO OATT 
concerning dispute resolution procedures. We will therefore reject Mobile-Sierra 
treatment for section 11 “14 of the Transmission Operating Agreement. 

We will reject the Filing Parties’ request to apply the Mobile-Sierra public 

I. Independent Transmission Companies 

1. The March 24 Order 

91. 
regarding the establishment and operation of Independent Transmission Companies 
within the ISO-NE RTO framework was generally consistent with the Commission’s 

The March 24 Order found that the Filing Parties’ proposed procedures 

’’ Section 1 1,14 specifies the procedures for resolving disputes under the 
Transmission Operating Agreement. Section 11.14 requires the parties to engage in 
good-faith negotiations for at least GO days in an effort to resolve their disputes unless 
exigent circumstances exist, or if other provisions of the Transmission Operating 
Agreement require a party to submit a dispute directly to the Commission for resolution. 
Any dispute not resolved through good-faith negotiations may be submitted for resolution 
by the Commission or a court or agency with jurisdiction over the dispute. 

” March 24 Order at 173, 
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policies and precedents, subject to the following conditions: (i) the re-filing of the 
relevant procedures as revisions to the ISO-NE RTO OATT; (ii) clarification that an 
Independent Transmission Company’s authority over rate discount matters was subject to 
the rate discount authorizations set forth in the ISO-NE RTO OATT; 
that the ISO-NE RTO would be given the final say over planning procedures; (iv) 
clarification regarding an Independent Transmission Company’s authority over the 
development of Reliability Must Run related costs; and (v) clarification regarding the 
circumstances under which a project identified by an Independent Transmission 
Company could be incorporated into the ISO-NE RTO’s Regional System Plan; and (vi) 
clarification regarding an Independent Transmission Company’s authorization over line 
loss responsibility 

60 .. (11;) clarification 

2. Requests for Rehearing 

92. 
establishment and formation of Independent Transmission Companies, was sought by the 
Transmission Owners and PSEG. The following Reserved Issues are identified in the 
Settlement Agreement: 

93. 
proposal that would have given an Independent Transmission Company the unilateral 
right to file with the Commission a mechanism for determining loss responsibility. The 
Transmission Owners note that this provision, as proposed, was limited in its application 
to circumstances where an Independent Transmission Company is financially responsible 
for line losses and was required to allocate the costs of these losses to their customers. 
The Transmission Owners submit that this limited right would have only applied where 
the Locational Marginal Prices for the region do not take line losses into account and 
only when the Independent Transmission Company is responsible for these costs. 

94. 
framework that would permit the Independent Transmission Company to operate as a 
transmission provider. PSEG asserts, in this regard, that permitting an Independent 
Transmission Company to control transmission access would be the equivalent of‘ 
allowing that entity to control access to the market itself, given the nexus between these 

Rehearing of the Commission’s findings in the March 24 Order, with respect to 

First, the Transmission Owners assert as error the Commission’s rejection ofthe 

PSEG asserts as error the Commission’s acceptance in the March 24 Order of a 

6o We also required the Filing Parties to clarify the effect of any such discounts on 
other market participants 

March 24 Order at P 149. 
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markets under a L,ocational Marginal Pricing paradigm. PSEG concludes that the 
Commission should not permit any transmission-owning entity, including an Independent 
Transmission Company, to control market access. 

95. PSEG also asserts as error the Commission’s determination in the March 24 
Order that, as proposed by the Filing Parties, an Independent Transmission Company 
would be permitted to calculate Total Transmission Capacity, given its familiarity with 
the transmission facilities within its footprint. PSEG argues that an Independent 
Transmission Company should not, and cannot, calculate Total Transmission Capacity. 
PSEG asserts that calculating these figures requires a broad regional perspective. For this 
same reason, PSEG also argues, on rehearing, that an Independent Transmission 
Company should be permitted to play no role in billing, in determining protocols for 
transmission line-loading relief, in coordinating outage scheduling, in processing 
transmission service reservations, or in administering its tariff. 

96. 
March 24 Order that an Independent Transmission Company would be permitted to 
exercise certain authority over rate discounting practices. PSEG argues that an 
Independent Transmission Company should be given no role in awarding discounts for 
transmission service over its facilities, whether or not the applicable tariff permits the 
discount. PSEG asserts that the fiduciary obligations of an Independent Transmission 
Company could require it to discriminate in favor of particular market participants. At a 
minimum, PSEG submits that the Commission should not permit such authority until the 
Filing Parties can adequately explain the potential implications and effects of these 
discounts. Finally, PSEG asserts as error the Commission’s failure to require ISO-NE 
RTO monitoring with respect to all activities undertaken by the Independent 
Transmission Company. 

PSEG also seeks rehearing regarding the Commission’s determination in the 

3. Compliance Filing 

97. In their First Compliance Filing, the Filing Parties state that they have complied 
with each of the requirements in the March 24 Order regarding the establishment and 
operation of Independent Transmission Companies. Specifically, the Filing Parties state 
that schedule 10.05 of their proposed Transmission Operating Agreement has been re- 
filed, with appropriate conforming changes, as new Attachment M to the ISO-NE RTO 
OATT. In addition, to clarify the circumstances under which a project identified by an 
Independent Transmission Company could be incorporated into the ISO-NE RTO’s 
Regional System Plan, the Filing Parties propose to define the term “Material Adverse 
Effect” as a means of identifying those projects that will be excludedG2 

62 The Filing Parties propose to define “Material Adverse Effect” as follows: 
(continued.. .) 
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98. 
proposed Independent Transmission Company procedures to address the Commission’s 
findings in the March 24 Order regarding rate discounts. The Filing Parties state that 
revised section 7.1 makes clear that an Independent Transmission Company can only 
make decisions on rate discounts to the extent applicable under the rate design for the 
Independent Transmission Company Rate Schedule and to the extent rate discounting is 
authorized as to such transmission services. 

The Filings Parties also state that they have modified section 7 1 of their 

99. The Filing Parties also clarify the role that an Independent Transmission 
Company would play in the development of Reliability Must Run-related costs. The 
Filing Parties state that the relevant provision (section 5.2 of their proposed Independent 
Transmission Company procedures), addresses Independent Transmission Company 
action to reduce congestion. The Filing Parties hrther state that this provision would not 
permit an Independent Transmission Company to exercise final authority in determining 
the costs that may be recovered through such contracts. The Filing Parties state that 
authority, rather, would rest with the ISO-NE RTO. 

100. Finally, the Filing Parties state that that they have the complied with the 
directives of the March 24 Order by removing those provisions in their initially proposed 
Independent Transmission Company procedures relating to line losses. 

3. Responsive PleadinPs 

101. The Vermont Public Service Board challenges the adequacy of the Filing 
Parties’ explanation of the role that would be given to an Independent Transmission 
Company in the development of Reliability Must Run-related costs. The Vermont Public 
Service Board asserts that the explanation of this role, as provided by the Filing Parties in 
their First Compliance Filing, still leaves a number of unanswered questions. In 

For purposes of review of [Independent Transmission Company]-proposed plans, 
a proposed facility or project will be deemed to cause a “material adverse impact” 
on facilities outside of the [Independent Transmission Company] System if: 
(i) the proposed facility or project causes non-[Independent Transmission 
Company] facilities to exceed their capabilities or exceed their thermal, voltage or 
stability limits, consistent with all applicable reliability criteria, or (ii) the 
proposed facility or project would not satisfy the standards set forth in section 
1.3.9 of the [ISO-NE RTO] Tariff. This standard is intended to assure the 
continued service of all non-[Independent Transmission Company] Firm Load 
customers and the ability of the non-[Independent Transmission Company] 
systems to meet outstanding transmission service obligations. 
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particular, the Vermont Public Service Board notes that it is unclear what is intended by 
the representation that an Independent Transmission Company will have “certain 
authority” to take operating actions to reduce costs associated with transmission 
congestion. The Vermont Public Service Board requests that, among other things, the 
Commission require the Filing Parties to expressly provide, in Attachment M, that it is 
the ISO-NE RTO that has the ultimate authority over Independent Transmission 
Company operating actions taken pursuant to section 5.2 of Attachment M. 

102. The Vermont Public Service Board also takes issue with the adequacy of the 
Filing Parties’ proposed revisions to section 7.1 of Attachment M concerning the effects 
of rate discounts on other customers. The Vermont Public Service Board asserts that 
because rate discounting is not currently authorized (and because the impact on 
customers cannot be determined at this time), the Commission should require that this 
provision (section 7.1) be rejected as non-applicable. 

4. Commission Finding 

103. 
reject, in part, the Filing Parties’ First Compliance Filing as it relates to those aspects of 
the March 24 Order concerning the establishment and operation of Independent 
Transmission Companies. 

104. 
Commission erred in its determination that an Independent Transmission Company may 
not have a unilateral right to file a mechanism for determining loss responsibility. In the 
March 24 Order, we based our rejection of this requested authority on the assumption that 
the provision at issue (section 6 of the Filing Parties’ proposed Independent Transmission 
Company framework) could prejudge the appropriate allocation of costs that have yet to 
be quantified in a particular case. It would not. Section 6, as proposed, provides in its 
entirety, as follows: 

We will deny, in part, and grant, in part, rehearing, and accept, in part, and 

We will grant rehearing regarding the Transmission Owners’ assertion that the 

To the extent the [Independent Transmission Company] is responsible for the 
costs of losses, the [Independent Transmission Company] shall possess the 
unilateral right to file at FERC, without any [ISO-NE RTO] approval, a 
mechanism for determining loss responsibility with the [Independent Transmission 
Company] System, provided that this method does not affect the costs of losses 
assigned to entities other than the [Independent Transmission Company] in areas 
outside of the [Independent Transmission Company] System and is not 
inconsistent with design of the markets administered by [the ISO-NE RTO], 
including the congestion pricing methodology for the [EO-NE RTO] region 
approved by the FERC and any provision for losses contained therein. 
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105. Section 6, on its face, does not propose to allocate loss responsibility. Moreover, 
as the Transmission Owners correctly point out in their rehearing request, the 
Commission has already approved the assignment of responsibility for calculation of line 
losses to an Independent Transmission Company participating in the Midwest ISO“63 
Accordingly, we will accept section 6, as proposed, for inclusion in the Filing Parties’ 
Independent Transmission Company framework. 

106. 
Independent Transmission Company to calculate Total Transmission Capacity. Under 
the Filing Parties’ proposed framework, as accepted in the March 24 Order, the 
Independent Transmission Company may determine Total Transmission Capacity 
consistent with the ISO-NE RTO’s methodology and provide its calculations to the ISO- 
NE RTO. However, the ISO-NE RTO would (and must) have the final authority 
regarding these determinations, not the Independent Transmission Company, because the 
ISO-NE RTO will be responsible for matters relating to the short term reliability of the 
New England markets. 

107. 
Company should not be given the authority to institute Transmission Load Relief 
procedures. We clarify that the provision at issue (section 8 of the Independent 
Transmission Company framework) limits the authority that can be exercised by the 
Independent Transmission Company. Specifically, section 8 provides that the 
Independent Transmission Company shall develop protocols for the coordination of 
transmission service curtailments on the Independent Transmission Company system, 
subject to coordination with the EO-NE RTO and in accordance with all applicable 
OATTs and operating procedures. In addition, as we stated in the March 24 Order, while 
the ISO-NE RTO and the representatives of the proposed Independent Transmission 
Company would be permitted to jointly develop and establish the Independent 
Transmission Company’s authorized planning procedures, the ISO-NE RTO, not the 
Independent Transmission Company, would have the final say.64 

108. We will also reject PSEG’s argument that the Independent Transmission 
Company framework should be revised to allow the ISO-NE RTO to monitor all 
Independent Transmission Company activities. Under section 12 of the Independent 
Transmission Company framework, the Independent Transmission Company will rely 
upon ISO-NE RTO to determine if the division of functions creates a competitive or 

We will deny PSEG’s request for rehearing regarding the authority of an 

We will also deny PSEG’s rehearing argument that an Independent Transmission 

63 See Commonwealth Edison Company, 90 FERC 161,192 at 61,626 (2000). 

64 March 24 Order at P 156. 
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reliability problem that affects the ISO-NE RTO’s ability to provide efficient, reliable, 
and non-discriminatory service and administration of markets within the EO-NE RTO 
region. We find the Independent Transmission Company proposal to rely upon ISO-NE 
RTO for this hnction reasonable, because the ISO-NE RTO has the broad regional 
perspective needed to properly assess whether competition in the bulk power market is 
being fostered. 

109. We will deny PSEG’s rehearing request regarding the level of responsibility that 
should be given to an Independent Transmission Company with respect to billing matters. 
In fact, allowing the Independent Transmission Company to bear the primary 
responsibility for billing matters, as proposed by the Filing Parties, is appropriate where, 
as here, the ITC will also have responsibility for a number of related duties and functions 
(e.g. maintaining its own rate schedules and overseeing its rate discounting practices and 
line loss calculations). Moreover, the Independent Transmission Company’s billing 
responsibility, as proposed, is generally consistent with the procedures followed by PJM 
and the Midwest ISO. 

110. We will deny PSEG’s argument on rehearing, that our acceptance of the 
Independent Transmission Company framework would allow an Independent 
Transmission Company to operate as a transmission provider. Section 7.1 of the 
Independent Transmission Company framework provides that the ISO-NE RTO will be 
the transmission provider under the OATT of non-discriminatory open access 
transmission service over the Independent Transmission Company system. 

11 1. 
Companies should have no role in developing operational protocols. As we stated in the 
March 24 Order: 

We will also deny PSEG’s rehearing argument that Independent Transmission 

While under the Filing Parties’ proposal, the ISO-NE RTO and the representatives 
of the proposed Independent Transmission Company would be permitted to jointly 
develop and establish the Independent Transmission Company’s authorized 
planning procedures, moreover, the [ISO-NE] RTO, not the Independent 
Transmission Company would have the final say. Specifically, in the event any 
dispute arises regarding the terms and conditions of these procedures, the [EO- 
NE] RTO would be authorized to submit its proposal directly to the Commission.G5 

112. With respect to the arguments raised by the Vermont Public Service Board and 
PSEG regarding rate discounting authority, the Filing Parties have modified section 7.1 

‘’ Id. at P 156. 
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of their proposed Independent Transmission Company procedures to address the 
Commission's findings in the March 24 Order regarding rate discounts.66 The Filing 
Parties state that revised section 7.1 makes clear that an Independent Transmission 
Company can only make decisions on rate discounts to the extent applicable under the 
rate design for the Independent Transmission Company Rate Schedule, and to the extent 
rate discounting is authorized as to such transmission service. We clarify that to the 
extent that an Independent Transmission Company is developed in the ISO-NE RTO, the 
service schedule proposed may contain such rate discounts. Any discount provision 
allowed under an Independent Transmission Company rate design would not adversely 
affect the revenues of non-Independent Transmission Companies' transmission providers 
operating within the ISO-NE RTO region. Moreover, this rate discounting authority 
would be consistent with the policy set forth in Order No. 

113. 
their proposed provisions governing the establishment and operation of Independent 
Transmission Companies. First, we will require the Filing Parties to modify their 
provisions allowing the inclusion of Independent Transmission Company projects in the 
ISO-NE RTO's Regional System Plan. In the March 24 Order, we stated that in the event 
the ISO-NE RTO determines that any of the projects identified in the Independent 
Transmission Company plan would cause a material adverse impact on the ISO-NE 
RTO's facilities, the Independent Transmission Companies' plan cannot be incorporated 
into the Regional System Plan.68 The Filing Parties propose to retain tariff language in 
Attachment M that would not explicitly preclude the ISO-NE RTO from accepting 
projects identified by the RTO that would cause a material adverse impact on the ISO-NE 
RTO's facilities to be included into the Regional System Plan. As a result, we will 
require the Filing Parties, in their compliance filing, to revise section 10.3. 

We will accept, in part, the Filing Parties' First Compliance Filing as it relates to 

" Id, at P 154. 

See Promoting Wholesale Competition Through Open Access Non- 67 

Discriminatory Transmission Services by Pubic Utilities and Recovery of Stranded Costs 
by Public Utilities and Transmitting Utilities, Order No. 888, FERC Stats. & Regs. 
7 3 1,036 at 3 1,743-44 ( 1  996), order on reh 'g, Order No. 888-A, FERC Stats. &, Regs. 
7 31,048 at 30,272 (1997), order OIZ reh'g, Order No. 888-B, 81 FERC 'fi 61,248 (1997), 
order on relz'g, Order No. 888-C, 82 FERC 7 61,046 (1998), afjd in part and rev'd in 
part sub nomTransmission Access Policy Study Group v. FERC, 225 F.3d 667 (D.C. 
Cir. ZOOO), a f d  sub nom, New York v. FERC, 535 U.S.1 (2002). 

68 March 24 Order at P 159 
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114. In the March 24 Order, we required that section 10.05, in its entirety, be 
removed from the Transmission Operating Agreement and placed in the ISO-NE RTO 
OATT. The Filing Parties, however, have removed only certain portions of section 10.05 
from the Transmission Operating Agreement. We will direct the Filing Parties to fully 
comply with this aspect of the March 24 Order. Specifically, the Filing Parties are 
required to remove section 10.05, in its entirety, from the Transmission Operating 
Agreement, make any conforming changes as may be required, and to re-file these 
provisions as revisions to the ISO-NE RTO OATT. 

115. 
adequacy of the Filing Parties’ explanation of the role to be played by an Independent 
Transmission Company in the development of Reliability Must Run costs. While the 
Vermont Public Service Board is concerned about the potential for abuse on the part of 
the Independent Transmission Company, we note that it will be the ISO-NE RTO, not the 
Independent Transmission Company, which will have the ultimate authority over the 
development of Reliability Must Run costs. 

We will deny the Vermont Public Service Board’s protest regarding the 

J. Tariff Administration and Design 

1. - The March 24 Order 

1 16. 
Commission’s RTO tariff administration and design requirements, subject to the 
following conditions: (i) revised procedures making clear that the Filing Parties’ 
Alternative Dispute Resolution provisions will be available to all market participants on 
an equal basis; and (ii) revisions to the Filing Parties’ maintenance rules making clear 
that generators who are not required to meet Installed Capacity obligations, Le., 
generators whose units are classified as “de-listed” resources, must not be required to 
adhere to the same maintenance rules that apply to generators who are required to meet 
these obligations, Le., generators whose units are classified as “listed” resources. 

The March 24 Order found that Filing Parties’ RTO formation proposal met the 

2. Compliance Filing 

11 7. 
with each of the tariff administration and design requirements set forth by the 
Commission in the March 24 Order. With respect to the Cornmission’s requirement that 
generators not required to meet Installed Capacity obligations not be required to adhere to 
maintenance rules applicable to the Installed Capacity market, the Filing 

The Filing Parties assert that in their First Compliance Filing they have complied 
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Parties state that they have revised section 8.3.3 of Market Rule 1 by adding a new 
section 8.3.3.1 (“De-listed Resource Outage Provision”).6‘ 

3. Responsive Pleadings 

11 8. Calpine Eastern, et al. take issue with the Filing Parties’ proposed revisions to 
section 8.3.3. Calpine Eastern, et al. assert that the Filing Parties’ proposed revisions 
ignore the fundamental principle underlying the Commission’s directive in the March 24 
Order, Le., that a capacity resource obligation should only arise when a unit owner enters 
into an explicit commercial transaction for the sale of capacity. Calpine Eastern, et al. 
argue that the Filing Parties’ proposed revision, by contrast, provides only that de-listed 
resources be treated as a separate class of resources entitled to slightly greater deference 
when determining whether maintenance requests will be approved, while essentially 
imposing the same obligation on such resources as on a listed Installed Capacity resource. 
In addition, Calpine Eastern, et al. assert that the Filing Parties’ proposed revisions to 
section 8.3.3 do not contain adequate compensation provisions for resources that are 
subject to forced re-listing. 

119. 
proposed revisions to section 8.3.3 of Market Rule 1” The New England Consumer 
Owner Entities argue that the Filing Parties’ proposed revisions exceed the scope of the 
requirements addressed by the Commission in the March 24 Order. Specifically, the 
New England Consumer Owned Entities argue that the Filing Parties’ proposed revisions 
would not have the effect of releasing non-Installed Capacity resources from Installed 
Capacity maintenance obligations (as the March 24 Order requires), but, in addition, 
would grant these non-Installed Capacity resources certain undue preferences vis a vis 
Installed Capacity resources”7o The New England Consumer Owned Entities submit these 
revisions, if approved, would create unjustified incentives and rewards for generators 
who know their resources are needed to meet reliability needs. 

The New England Consumer Owned Entities also object to the Filing Parties’ 

6y The proposed provision states, among other things, that “[olutage requests for 
De-Listed Resources shall have precedence over the outage requests or schedules of 
listed [Unforced Capacity] Resources and shall normally be granted.” 

70 The New England Consumer Owner Entities point out, for example, that under 
the Filing Parties’ proposed provision, outage requests for De-Listed Resources would be 
given precedence over the outage requests or schedules of listed IJninstalled Capacity 
resources and will normally be granted. 
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4. Commission Finding 

120. 
administration and design requirements of the March 24 Order. We agree with Calpine 
Eastern, et al,. and the New England Consumer Owned Entities that the Filing Parties’ 
proposed revision to section 8.3.3.1 does not satisfy our requirement that de-listed 
resources not be required to meet the same maintenance standards as listed resources. 
However, we reject the Calpine Eastern, et al. argument that section 8.3.3.1 of Market 
Rule 1 does not contain adequate compensation for resources that re-listed. We find that 
the Filing Parties’ Market Rule 1 provisions provide appropriate compensation to 
resources that are re-listed. 

We will reject the Filing Parties’ First Compliance Filing as it relates to the tariff 

121 I 
Capacity clearing price used for load shifting in the obligation month for which the 
resource has been re-listed, plus any additional reasonably incurred maintenance and 
opportunity costs associated with re-scheduling the outage and becoming an Installed 
Capacity resource. We find that these provisions are reasonable. Accordingly, we direct 
the Filing Parties, in a compliance filing to be made within 30 days following the 
issuance of this order, to revise section 8.3.3.1 to comply with the requirement for de- 
listed resources. as discussed herein. 

IJnder Market Rule 1, a re-listed resource is eligible to receive the Uninstalled 

K. Billing Procedures 

1. March 24 Order 

122. In the March 24 Order, we required the Filing Parties to revise section 3.10 of 
the Transmission Operating Agreement to eliminate provisions for separate billing for 
transmission and market services to avoid an unwarranted “me first” call on the ISO-NE 
RTO’s receivables and to avoid spreading the potential costs unto all other market 
participants in the form of increased financial assu~ances.~’ 

2. Requests for Rehearing 

123. On rehearing, the Transmission Owners’ argue that the Commission erred in the 
March 24 Order in finding that the Filing Parties’ proposed separation of revenues under 
section 3.10 of the Transmission Operating Agreement should be rejected. The 

71 March 24 Order at P 119. 
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Transmission Owners argue that section 3.10, as proposed, appropriately recognized the 
need to separate these revenues in order to ensure that revenues would remain 
unencumbered property of the Transmission Owners, such that they would be available to 
provide an appropriate and acceptable level of security to lenders and equity investors in 
Transmission Owner’s transmission businesses. 

124. The Transmission Owners argue that the revenues received for the provision of 
transmission service using their facilities rightfully belong to the Transmission Owners. 
Nonetheless, the Transmission Owners argue that the March 24 Order suggests that the 
Transmission Owners’ interests in retaining rights to their accounts receivable for 
transmission service could be outweighed by the potential costs that could be borne by all 
other market participants in the form of increased financial assurances. 

3. Compliance Filing and Responsive Pleadinps 

125. The Filing Parties, in their First Compliance Filing, propose to eliminate section 
3.10 of the Transmission Operating Agreement, pending stakeholder consideration of a 
revised provision. The Filing Parties state that they are developing alternative billing and 
invoicing provisions to replace the as-filed version of this provision, which they intend to 
submit to a stakeholder review process. The Filing Parties state that a revised section 
3.10 will be filed with the Commission following the completion of this stakeholder 
process. 

126, 
NE RTO meets the operating authority requirements of Order No. 2000 must remain 
conditional until a revised section 3.10 is filed, reviewed and accepted. 

The New England Consumer Owned Entities urge that any finding that the ISO- 

4. Commission Finding 

127. 
finding, in the March 24 Order, regarding the ISO-NE RTO’s billing procedures. As we 
determined in the March 24 Order, the Filing Parties proposed a dual billing system that 
could lead to increased financial assurance of certain market participants. In fact, in their 
answer, the Filing Parties acknowledged that the proposed dual billing system may 
potentially lead to increased financial assurance of certain market participants. 

128. We find that in the initial stages of RTO development in the New England 
Region a billing system that could potentially lead to increased financial assurances for 
certain market participants, could dampen participation in the marketplace. This is 
inconsistent with our goal to increase participation in RTO markets. Additionally, in the 
First Compliance Filing, the Filing Parties deleted section 3.10 of the Transmission 
Operating Agreement consistent with the Commission’s directive. Further, given the fact 
that the Filing Parties are developing new billing provisions utilizing the stakeholder 

We will deny the Transmission Owners’ rehearing request as it relates to our 



Docket No. RT04-2-001, et al. 

Attacliment to Response to PSC -2 Question No. 1701) 

Avera 
PJge 43 Of 70 

mechanisms, we would not oppose a dual billing system to provide additional financial 
assurance to the Transmission Owners as long as such billing practice does not result in 
additional credit requirements being imposed on market participants. 

129. 
Owned Entities regarding the Filing Parties' compliance with all aspects of our RTO 
operational control requirements as they relate to section 3.10 Beyond the guidance 
provided herein, we need not further condition the start-up of the ISO-NE RTO. 

Finally, we will deny the protest argument raised by the New England Consumer 

L. Facility Ratings 

130. In the March 24 Order, we required the Filing Parties to revise section 3.06(v) of 
the Transmission Operating Agreement to provide for collaboration between the ISO-NE 
RTO and Transmission Owners in the establishment of transmission facility ratings The 
Transmission Owners seek clarification that the March 24 Order only requires the 
Transmission Owners to collaborate with the EO-NE RTO on the establishment of 
transmission facility ratings, but does not require the Transmission Owners to transfer the 
ultimate authority over these matters to the ISO-NE RTO. The Transmission Owners 
assert, in this regard, that their proposed division of functions as between ISO-NE and the 
Transmission Owners and that their proposed approach for establishing ratings were 
consistent with the policy set forth in Order No. 2000. 

131. 
the Transmission Owners to transfer the ultimate authority for establishing transmission 
facility ratings to the ISO-NE RTO. Rather, we are requiring cooperation and 
consultation between the Transmission Owners and the ISO-NE RTO, as may be 
appropriate 

We will grant the requested clarification. The March 24 Order did not require 

M. Transmission Outage Scheduling 

1. The March 24 Order 

132. In the March 24 Order, we rejected proposed section 3.08 of the Transmission 
Operating Agreement which addressed the repair and maintenance of transmission 
facilities. As proposed, section .3.08 would have allocated certain responsibilities over 
transmission outage scheduling to the ISO-NE RTO, while allocating other 
responsibilities to the Transmission Owners. In the March 24 Order, we held that the 
ISO-NE RTO should be given the ultimate authority over these matters, in a provision to 
be included either in the ISO-NE RTO OATT, or in Market Rule 1.72 We also required 
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the Filing Parties to include language in Market Rule 1 making it clear that all proposed 
outages must be considered together by the ISO-NE RTO when it decides to accept a 
proposed Transmission Owner outage plan. We found that by considering all proposed 
outages (both transmission and generation), the ISO-NE RTO would be able to ensure 
that the system impact attributable to these outages would be minimized in a way that 
would reduce congestion and promote market efficiency.73 

2. Requests for Rehearing 

133. 
March 24 Order in not accepting section 3.08, as proposed. The Transmission Owners 
argue that while Order No. 2000 does not require the Transmission Owners to provide the 
ISO-NE RTO with any authority to cancel or reschedule outages based on economic or 
reliability market considerations, the Transmission Owners have been willing to 
voluntarily provide defined and limited authority for economic or market-based 
rescheduling of outages to the ISO-NE RTO. The Transmission Owners assert that when 
the Commission rejected this balance in the March 24 Order, it did so on a basis not 
required by Order No. 2000. 

134. The Transmission Owners further argue that the Commission erred in requiring 
that transmission facility outage provisions be removed from the Transmission Operating 
Agreement and transferred to the ISO-NE RTO OATT, or to Market Rule 1 I The 
Transmission Owners submit that keeping these provisions in the Transmission Operating 
Agreement, as proposed, would ensure that the terms and conditions governing the ability 
of the Transmission Owners to maintain their own assets could only be changed with 
their consent. The Transmission Owners urge that if the Commission does not grant 
rehearing on this issue, it should clarify that transmission outage provisions should be 
transferred from the Transmission Operating Agreement to the ISO-NE RTO OATT, and 
should not be included in Market Rule 1. 

On rehcaring, the Transmission Owners assert that the Commission erred in the 

135. 
in place that would grant the Commission and market monitors sufficient authority to 
ensure that the Transmission Owners would not schedule outages in a manner to 
manipulate the market for Firm Transmission Rights. 

136. 
exercise unlimited authority to reschedule transmission maintenance outages for 

The Transmission Owners also argue that there are numerous protections already 

In addition, the Transmission Owners argue that permitting the ISO-NE RTO to 

72 Id. at P 120. 

73 Id. at P 121. 
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economic considerations would limit the ability of the Transmission Owners to develop 
mechanisms that provide the appropriate incentives for operational and planning actions 
designed to improve market outcomes. 

3. Compliance Filing 

137. The Filing Parties state that they have removed section 3.08 of the Transmission 
Operating Agreement and transferred the substance of this provision to new Appendix G 
to Market Rule 1 as it relates to the ISO-NE RTO’s authority to modify outage schedules. 
The Filing Parties also state that Appendix G reflects the Commission’s ruling, in the 
March 24 Order, that the ISO-NE RTO be given the ultimate authority to modify outage 
schedules. 

4. Resaonsive Pleadim 

138. 
Public Service Board argue that Appendix G, as proposed, continues to limit the authority 
of the ISO-NE RTO, contrary to the requirements of the March 24 Order. In particular, 
these intervenors point out that under the Filing Parties’ proposed revision, the ISO-NE 
RTO would be given no authority to require the rescheduling of an outage based on any 
estimated or actual impacts on congestion or Reliability Must Run costs in financial, day- 
ahead markets, whether or not such outage had previously been scheduled. These 
intervenors argue that Appendix G should expressly state that the ISO-NE RTO shall 
have the ultimate authority to modify outage schedules based on either reliability or 
economic considerations. 

Duke Energy, the New England Consumer Owned Entities, and the Vermont 

139. Duke Energy, the Vermont Public Service Board and Calpine Eastern, et al. also 
argue that the First Compliance Filing fails to include language in Market Rule 1 making 
clear that all proposed outages be considered together by the ISO-NE RTO when it 
decides to accept a proposed Transmission Owner outage plan. 

5. Commission Finding 

140. We will deny the Transmission Owners‘ rehearing request with regard to the 
ISO-NE RTO’s ultimate authority to reschedule transmission outages for economic or 
reliability considerations. We agree with the Transmission Owners that the 
Commission’s reasoning in giving the ISO-NE RTO ultimate authority to reschedule 
outages for economic or reliability considerations was not based on our directives in 
Order No. 2000. However, as we stated in the March 24 Order, allowing the 
Transmission Owners any influence in the rescheduling of transmission outages creates 
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an inherent conflict of interest, especially where the Transmission Owner also owns or 
controls generation resources or has load serving  obligation^.'^ 

141., 
checks in place to prevent the Transmission Owners from manipulating the Firm 
Transmission Rights market. However, the conflict of interest would still exist for any 
affiliate of a Transmission Owner that might purchase Firm Transmission Rights at 
auction, since any outage could he designed to favor the affiliate.75 Our directive to 
provide the ISO-NE RTO with ultimate authority to reschedule transmission outages for 
economic or reliability considerations, combined with the oversight of the Market 
Monitoring Unit and the Commission, will adequately safeguard against Firm 
Transmission Rights market manipulation by Transmission Owners. 

We also recognize the Transmission Owners’ claim that there are sufficient 

142. 
Transmission Owners’ ability to develop mechanisms that provide appropriate incentives 
for operational and planning actions designed to improve market outcomes. The impact 
of the transmission outage scheduling provision on the Transmission Owners will be 
minimized due to the infrequency of outage schedule modifications and is otherwise 
outweighed by the need to eliminate the inherent conflict of interest that Transmission 
Owners would have in scheduling transmission outages. 

143. 
1, as filed, does not include language requiring the ISO-NE RTO to consider all proposed 
transmission and generation outages together in accepting a proposed transmission owner 
outage plan, and we will require the ISO-NE RTO to correct this error in a filing within 
90 days of issuance of this order. We also agree with the protestors that Market Rule 1 
fails to provide the ISO-NE RTO with the authority to require the rescheduling of an 
outage based on any estimated or actual impacts on congestion or Reliability Must Run 
costs in financial, day-ahead markets, whether or not such outage has previously been 
scheduled. Market Rule 1 must contain plainly stated language that the ISO-NE RTO 
shall have the ultimate authority to modify outage schedules based on either reliability or 
economic considerations. This will provide the ISO-NE RTO adequate authority to 
ensure that the system impact caused by such outages will be minimized in a way that 

We will deny the Transmission Owners’ request for rehearing regarding the 

With respect to protesters’ concerns, we agree that Appendix G of Market Rule 

74 ~ d .  at P 120. 

See, e.g. ,  Exelon Corporation, et al., 97 FERC 161,009 (2001); PJM 75 

Interconnection, L.L.C., et al., 97 FERC 1 61,3 19 (2001). 
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reduces congestion and promotes market efficiency. We will require the Filing Parties to 
revise Appendix G of Market Rule 1 to comply with this directive. 

144. We will also deny the Transmission Owners‘ request for rehearing and 
clarification regarding placement of provisions regarding this authority. In fact, 
transmission facility outage provisions must be placed in the ISO-NE RTO OATT or 
Market Rule 1. We recognize the Transmission Owners’ concern that keeping the outage 
scheduling provision in the Transmission Operating Agreement would ensure that only 
the Transmission Owners could alter the provisions. However, placement in the OATT, 
or Market Rule 1, will ensure that authority over these matters will be given to the ISO- 
NE RTO and thus made subject to the stakeholder input process, in which the 
Transmission Owners may participate. Moreover, the ISO-NE RTO must have the 
ultimate and unlimited authority to modify outage schedules because of reliability or 
economic considerations. As such, we will require the Filing Parties to revise Appendix 
G of Market Rule 1 to comply with this directive. 

N. System Plannine and Expansion 

1. The March 24 Order 

145. The March 24 Order found that the Filing Parties’ proposed system planning 
and expansion procedures met the Commission’s RTO formation requirements, subject to 
the following four conditions: (i) modification of the provision relating to the Request 
for Alternative Proposals to expand system transmission capacity, consistent with our 
rulings in a related proceeding addressing the procedures available to the ISO-NE when 
no viable solutions have been proposed to meet a near-term reliability need;76 (ii) re-filing 
of the Filing Parties’ proposed system planning and expansion provisions as revisions to 
the planning sections of the ISO-NE RTO OATT;77 (iii) clarification that at the end of 
the ISO-NE RTO planning process, if there is no agreement to build a given project, a 
filing must be made by the ISO-NE RTO, including a recommendation as to whether it 
would be appropriate for the Commission to require an enlargement of facilities under the 
FPA or to take other steps; and (iv) clarification of the standards and procedures to be 
followed by the ISO-NE RTO to promote market efficiency upgrades, identify cost- 

76 See IS0 New England Inc., 106 FERC 7 61,190 (2004) (Gap RFP Order). 

77 We found that with the exception of those provisions that affect only (or 
predominantly) the rights and responsibilities of the Filing Parties alone, I e , sections 6 
and 7 of schedule 3.09(a), provisions addressing system planning and expansion do not 
belong in the Transmission Operating Agreement, given the effect that these provisions 
may have on market participants as a whole 
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effective solutions, and allocate any Financial Transmission Rights or Auction Revenue 
Rights that would result from the construction of new facilities. 

2. Requests for Rehearing 

146. 
regarding transmission planning and expansion matters, was sought by the Transmission 
Owners, PSEG, and the New England Consumer Owned Entities. The following 
Reserved Issues are identified in the Settlement Agreement. 

147. 
prescribe an appropriate amount of time in the planning process during which the market 
can respond to a planning need identified by the ISO-NE RTO. PSEG argues that this 
time allowance is necessary in order to create a level playing field for all responses to 
transmission congestion. In addition, PSEG argues that the ISO-NE RTO should be 
required to publish its needs assessment with a sufficient amount of time allowed for a 
market response, and the ISO-NE RTO should be required to withhold its cost-benefit 
analysis until the “market window” has closed. PSEG claims that such a policy is 
necessary because competing merchant developers would otherwise have difficulty in 
obtaining financing for their proposed projects to the extent they would be required to 
compete against estimates that may, by definition, be less than accurate. 

148. Finally, PSEG asserts as error the Commission’s failure in the March 24 Order 
to include a sensible scope change process in the event of cost ovemins during the course 
of a project. PSEG argues that without an efficient mechanism to change the scope of a 
project, the economic expansion process could lead to the development of upgrades that 
cost more than the congestion they eliminate. 

149. 
failed to approve necessary enforcement mechanisms for the commitment to construct 
new and upgraded transmission facilities. The New England Consumer Owned Entities 
also assert that the Filing Parties should be required to provide market participants the 
opportunity to support grid expansion by allowing third-party buy-in for capital 
contribution upgrades identified in the ISO-NE RTO plan up to their load ratio shares.78 

Rehearing of the March 24 Order, with respect to the Commission’s findings 

First, PSEG asserts as error the Cornmission’s failure in the March 24 Order to 

The New England Consumer Owned Entities claim that the March 24 Order 

78 The New England Consumer Owned Entities argue that the benefits attributable 
to such participation would only be realized if third parties are permitted to participate in 
such projects, whether through contributions of capital or joint construction and/or 
ownership with Transmission Owners. The New England Consumer Owned Entities 
assert that smaller entities, such as municipal systems, while not in a position to fund and 

(continued.“ .) 



Attacliment to Response to PSC -2 Question No. 17(a) 
Page 49 of70 

Avera Docket No. RT04-2-00 1, et a/. 

150. 
Commission’s determination not to adopt revisions to the Filing Parties’ proposed system 
planning and expansion procedures that would require Transmission Owners to: 
(i) jointly develop, along with the ISO-NE RTO, a detailed implementation plan that 
would include schedules and benchmarks leading to the completion of planned facilities; 
(ii) report to the ISO-NE RTO at least quarterly, or as otherwise agreed, on their progress 
toward achieving the schedules and benchmarks included in the implementation plan; and 
(iii) submit to the ISO-NE RTO their plan to cure delays, where progress on significant 
schedules and benchmarks are not being achieved. In addition, the New England 
Consumer Owned Entities argue that in the event the ISO-NE RTO determines that a 
Participating Transmission Owner is not using its “best efforts” to complete a given 
project, the ISO-NE RTO should be authorized, in this instance, to request that other 
entities be permitted to submit proposals to either build the planned project or to 
otherwise meet the identified expansion need. 

15 1 ”  The Transmission Owners, on rehearing, object to the Cornmission’s 
requirement that the Filing Parties’ proposed system planning and expansions provisions 
be re-filed as revisions to the ISO-NE RTO OATT. The Transmission Owners argue 
these provisions exclusively concern terms and conditions related to the unique rights and 
obligations of the Transmission Owners. The Transmission Owners hrther assert that 
comparable provisions were accepted by the Commission for inclusion in the 
transmission operating agreement applicable to the Midwest ISO.” 

The New England Consumer Owned Entities also assert as error the 

3. Compliance Filing 

152. 
their proposed system planning and expansion provisions, with the exception of sections 
6 and 7 of schedule 3.09, as a revision to planning provisions of the ISO-NE RTO OATT. 
The Filing Parties also state that the remaining provisions of schedule 3.09 have been 
modified to reflect the Commission’s directive that the ISO-NE RTO is required to file a 
report if there is no agreement to build a given project and to eliminate the provisions that 
could release a Participating Transmission Owner from the obligation to build based on 
the non-binding written opinion of the chair of a state siting board. 

In their First Compliance Filing, the Filing Parties state that they have re-filed 

construct their own projects, would nonetheless bring important consumer benefits and 
capital to such projects. 

See Appendix B to the Midwest IS0 Transmission Owners’ Agreement. 79 
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153. 
assess cost effective solutions, as required by the March 24 Order, they have developed a 
new planning procedure proposal, but that these new planning procedures have yet to 
receive NEPOOL stakeholder approval.*’ Accordingly, the Filing Parties submit these 
proposed procedures for informational purposes only. The Filing Parties state that these 
procedures include: (i) standards for identifying Reliability Transmission LJpgrades; 
(ii) standards for identifying Market Efficiency Transmission Upgrades, including use of 
a “Base Economic Evaluation Model” for determining the net present value of bulk 
power system resource costs and analysis of other data to calculate the net cost load with 
and without the transmission upgrade; and (iii) procedures for identifying Reliability and 
Market Efficiency Transmission Upgrades 

The Filing Parties state that in order to identify market efficiency upgrades and 

154. The Filing Parties state that the revised tariff sheets included in their First 
Compliance Filing also include modifications to section 48.5 of the ISO-NE RTO OATT, 
regarding Requests for Alternative Proposals. The Filing Parties state that, as required by 
the March 24 Order, these provisions have been conformed to the requirements of the 
GAP RFP Order, including a new provision allowing for the filing with the Commission 
of proposed Requests for Alternative Proposals at least 60 days in advance of issuance, 
and the filing of jurisdictional contracts or funding mechanisms and the informational 
filing of other contracts. 

4. Responsive Pleadings 

155. 
Filing fails to explain how the ISO-NE RTO will allocate any financial rights or Auction 
Revenue Rights that would result from the construction of new facilities. In addition, the 
New England Consumer Owner Entities take issue with the Filing Parties’ apparent 
definition of “Market Efficiency Transmission Upgrades” as upgrades designed primarily 
to provide a net reduction in total production cost to supply the system load. The New 
England Consumer Owner Entities point out that while it is appropriate to consider the 
“net reduction” amount, this analysis should include a consideration (along with all net 
cost factors) all net economic benefits associated with a potential system upgrade. 

The New England Consumer Owned Entities argue that the First Compliance 

In comments submitted in response to the Filing Parties’ First Compliance 
Filing, NEPOOL states that at a June 30,2004 meeting of NEPOOL’s Participants 
Committee, a vote was taken in support of the Filing Parties’ proposed planning 
procedures. 
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156. 
provisions of section 3.09 from the Transmission Operating Agreement. NECPUC 
argues that section 3.09 (b), which deals with dispute resolution, should have been moved 
to the ISO-NE RTO OATT. 

In addition, NECPUC claims that the Filing Parties have failed to remove all 

5. Commission Finding 

157. We will grant rehearing, in part, and deny rehearing, in part, of the March 24 
Order, as it relates to our RTO system planning and expansion requirements. First, we 
will deny rehearing regarding the New England Consumer Owned Entities’ argument that 
the March 24 Order erred by not directing the Filing Parties to adopt the New England 
Consumer Owned Entities’ proposals for third-party participation. Section 48 of the 
initial ISO-NE RTO OATT filed states in part: 

The purpose of the Regional System Plan is to identify system reliability and 
market efficiency needs and types of resources that may satisfy such needs so that 
Market Participants may provide efficient market solutions (e.g., demand-side 
projects, distributed generation and/or merchant transmission) to identified needs. 

158 
an identified need Thus, the ISO-NE RTO regional planning process provides the 
opportunity for third party participation in transmission projects. 

159. 
Entities’ proposal to require that third parties be given the opportunity to make capital 
contributions on individual transmission projects or become joint owners is a retreat from 
our previous recognition of third-party participation, or is otherwise inconsistent with our 
previous rulings regarding third-party participation. The Commission has consistently 
found that our long term competitive goals are better served by RTO expansion plans that 
allow for third-party participation and allow for the construction of merchant projects 
outside the plan.*’ However, we have not required Transmission Owners to provide 
consumer-owned entities, or other load serving entities, an equity share in every 
individual transmission project or require that third parties must be given the opportunity 
to make capital contributions in individual transmission projects. 

160. With respect to the New England Consumer Owned Entities’ assertion that the 
Commission erred by not adopting certain enforcement mechanisms applicable to a 
Participating Transmission Owners’ obligation to build, we disagree that this obligation 

There are no provisions that prohibit a third-party from providing a solution to 

We also disagree that our rejection of the New England Consumer Owned 

PJM Interconnection, L.L.C., 96 FERC 7 61,061 at 61,241 (2001). 
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can be influenced by (or avoided by) the Transmission Owner’s considerations of its own 
interests in a given project. In addition, consistent with the Commission’s requirement to 
file a report in the event there is no agreement to build a given project, the Filing Parties 
have committed to file reports consistent with the March 24 Order.82 Therefore, we will 
deny the New England Consumer Owner Entities request for rehearing. 

161. 
England Consumer Owned Entities regarding cost overruns, posting of the needs 
assessment prior to the market window, and the timing of the cost-benefits analysis, we 
agree that these issues should be addressed in the Regional System Plan. However, it 
would be premature to consider the merits of such proposals at this time. The Filing 
Parties are working through the stakeholder process to develop revisions to the Regional 
System Plan. We will review these issues once the Filing Parties submit their Regional 
System Plan. 

162. 
3.09(a) (Planning and Expansion) to the Transmission Operating Agreement as directed 
in the March 24 Or,der. The Commission will clarify that footnote 84 did not direct that 
section 3.09 of the Transmission Operating Agreement should be transferred to the RTO- 
NE OATT., As we have previously indicated, all of section 3.09 and sections 6 and 7 of 
schedule 3.09(a) concern general references to previously adopted planning procedures 
and, as such, should remain in the Transmission Operating Agreement. 

With respect to the arguments raised on rehearing by PSEG and the New 

We find the Filing Parties have transferred the relevant portions of schedule 

163, 
and procedures that will be followed by the KO-NE RTO in developing and 
implementing its Regional System Plan. In response, the Filing Parties explain that in 
order to identify market efficiency upgrades and to assess cost-effective solutions, a 
variety of new planning procedures were develaped. The Filing Parties also explain, 

As noted above, we required the Filing Parties to clarify certain of the standards 

ISO-NE RTO OATT, section 48.6 (Obligation of Participating Transmission 
Owners to Build) states in relevant part: 

In the event that a [Participating Transmission Owner] PTO does not construct or 
indicates in writing that it does it not intend to construct a transmission upgrade included 
in the [Regional System Plan] RSP; or demonstrates that it has failed (after making a 
good faith effort) to obtain necessary approvals or property rights under applicable law, 
ISO-NE shall promptly file with the Commission a report on the results the Transmission 
Owner responsible for the planning, design or construction of such transmission upgrade, 
in order to permit the Commission to determine what action, if any, it should take. 
Similar provisions are proposed in schedule 3.09(a) (Planning and Expansion) of the 
Transmission Operating Agreement. 
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however, that these proposed planning procedures are addressed in their First Compliance 
Filing in outline form only, Le., not in the form of proposed tariff revisions that could he 
accepted for filing. The Filing Parties state that they were unable to comply with this 
aspect of the March Order 24 Order due to their inability to obtain stakeholder support 
for these proposed changes.” We find that the Filing Parties have failed to provide the 
clarifications and proposed changes contemplated by the March 24 Order. Accordingly, 
we will require the Filing Parties to include, in their compliance filing on, or before, 60 
days following the issuance of this order, all tariff revisions required to M l y  satisfy this 
aspect of the March 24 Order. 

0 .  Market Monitoring 

1. March 24 Order 

164. 
met our RTO market monitoring requirements, subject to certain conditions relating to 
the ISO-NE RTO’s market information policy and the imposition of penalties.84 With 
respect to the EO-NE RTO’s information policy, we required the Filing Parties to submit 
a filing within 30 days of the date of our order addressing PJM’s planned revision of its 
information policy. In their filing, we required the Filing Parties to address any 
variations that may he required in that policy as it would apply to the ISO-NE RTO. 

165. We also required the Filing Parties to address the Commission’s November 17, 
2003 order amending all market-based rate tariffs and authorizations to ensure 
compliance with six Market Behavior Rules.85 We noted that in MBR Tariff Order, we 
had held that it was appropriate to authorize Market Monitoring IJnits to enforce certain 
ISO/RTO tariff matters concerning market behavior for matters that objectively 
identifiable and for which penalties are clearly set forth in the tariff. We further noted 
that because the Filing Parties’ RTO formation proposal in this proceeding was filed prior 

In the March 24 Order, we held that the Filing Parties’ RTO formation proposal 

83 Among other things, the Filing Parties’ outline fails to discuss how the ISO-NE 
RTO will allocate Firm Transmission Rights or Auction Revenue Rights attributable to 
the construction of new facilities. 

84 March 24 Order at P 187. 

85 Investigation of Terms and Conditions of Public Utility Market-Based Rate 
Authorizations, 105 FERC 7 61,218 (200.3) (MBR Tariff Order), order on relzearing, 
107 FERC 7 61,175 (2004). 
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to the issuance of the MBR Tariff Order, the Filing Parties had not addressed the extent 
to which their RTO formation proposal satisfied the requirements of the MBR Tariff 
Order. Accordingly, we directed the Filing Parties to demonstrate that the ISO-NE 
RTO’s market rules, including any penalty provisions, comply with MBR Tariff Order. 

2. Requests for Rehearing 

166. 
determination not to approve independent, outside guidelines applicable to the ISO-NE 
RTO itself. The New England Consumer Owned Entities also assert that the 
Commission erred in the March 24 Order in rejecting the New England Consumer 
Owned Entities’ proposal to require the ISO-NE RTO to release actual bid and offer data, 
preferably on the day following the trading day, but in no  event more than a week after 
the fact. 

On rehearing, the New England Consumer Owned Entities assert as error our 

3. Compliance Filing 

167. 
market monitoring and sanctioning authority is consistent with the Commission’s 
directive in the MBR Tariff Order. The Filing Parties state that, as such, they are 
proposing no revisions to these provisions at this time. 

168. In their Second Compliance Filing, the Filing Parties state that their revised 
information policy proposal is based on PJM’s recently revised information policy and 
the Commission’s order accepting that revised policy.8G The Filing Parties note that 
under NEPOOL’s existing Information Policy, ISO-NE is prohibited from disclosing 
confidential information to state commissions unless: (i) ISO-NE is authorized to release 
the confidential information by the Furnishing Participant; (ii) ISO-NE has been ordered 
to release the confidential information by an agency with jurisdiction over such matters; 
or (iii) such information is released to a state commission subject to an appropriate 
confidentiality order entered under such agency’s procedures sufficient to preserve the 
confidential nature of the information submitted, and with advance notice to the 
Furnishing Participant. 

169. 
streamlined method for the release of confidential information to state commissions that 
would alleviate the need for those state commissions to invoke more time-consuming 
legal processes. The Filing Parties propose to implement this approach, subject to certain 

See PJM Interconnection, L.L.C., 107 FERC 1 61,322 (2004) (PJM Information 

In their First Compliance Filing, the Filing Parties state the ISO-NE RTO’s 

The Filing Parties state that PJM’s revised information policy establishes a more 

Policy Order). 
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revisions appropriate for the New England Iegion. First, the Filing Parties assert that 
PJM’s provisions do not adequately define the scope of confidential material that could 
be provided to state utility commissions. To clarify the intended scope of the ISO-NE 
RTO information policy, the Filing Parties propose that while ISO-NE will provide 
access to non-public or confidential market data to state commissions to enable them to 
cany out their regulatory functions, other information, including but not limited to draft 
versions of reports and analyses, internal ISO-NE RTO documents not related to market 
data, and privileged legal information need not be provided. 

4. Responsive Pleadings 

170. 
states that it looks forward to working with the ISO-NE RTO as it proceeds to finalize its 
information policy proposal, in the context of an existing stakeholder proceeding. As that 
process moves forward, NECPUC states that it recognizes and accepts the fact that 
variations may be required as PJM’s policy is tailored to fit the needs of the New England 
market. 

In its comments on the Filing Parties’ Second Compliance Filing, NECPUC 

171” 
does not list with sufficient specificity the types of material that would be considered 
confidential. NECPUC states that having the Commission make a finding that certain 
types of market data are confidential and warrant protection from disclosure (e.g., bid 
data that is less than six months old, generator-specific outage information, or fuel supply 
and contract information), would allow at least some of the New England Commissions 
to sign a non-disclosure agreement to keep the information confidential. NECPUC 
asserts that a specific finding by the Commission would allow at least some of the state 
commissions, based on that finding, to protect the information without requiring the state 
commission to issue its own protective order. 

172. 
of confidential material should be modified by adding “unless such actions are 
inconsistent with or prohibited by applicable state law in which case the material will 
continue to be treated as confidential. Finally, NECPUC states that the information 
policy process approved by the Commission should provide for the ISO-NE RTO to file 
with the authorized commission a copy of the document provided with redactions of the 
confidential material if it is practical and feasible to create a redacted document. 

NECPUC points out, in particular, that the information policy approved for PJM 

NECPUC also asserts that the PJM provision relating to the destruction or return 

5. Commission Finding 

173. We will deny the New England Consumer Owned Entities’ rehearing request 
regarding the need to review and monitor the acts andor  omissions of the ISO-NE RTO. 
Order No. 2000 does not require an independent, outside review of the operation of the 
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RTO. In the March 24 Order, moreover, we stated that the Commission is both able and 
prepared to fulfill this role. 

174. We will also deny rehearing of the March 24 Order regarding the market 
information transparency issues raised by the New England Consumer Owned Entities. 
While we agree with the New England Consumer Owned Entities that market participants 
need access to bid and offer data to permit parties to monitor the market, we find that 
such data should not be released immediately after bidding, Le., after only one day or 
even one week after bidding. In fact, there would be a risk of collusion presented by such 
disclosure. The Commission has previously required ISO-NE to disclose individual bid 
data with a six-month time lag to market participants and we will not require the ISO-NE 
RTO to disclose this data prior to that time.87 

175. As we stated in California Independent System Operator- the 
release of bid information with less than six months' delay does not protect the 
commercial sensitivity of the data.89 Further, the ISO-NE RTO Market Monitoring Units 
will: (i) perform independent evaluations and prepare annual and ad hoc reports on the 
overall competitiveness and efficiency of the New England Markets; (ii) conduct 
evaluations and prepare reports on its own initiative or at the request ofothers; 
(iii) provide information to be directly included in the monthly market updates that are 
provided at the meetings of the Participants Committee; and (iv) produce weekly, 
quarterly and annual reports regarding the New England Markets.!)' We find that the 
ISO-NE RTO's market monitoring provisions provide market transparency and 
appropriate access to interested market participants. 

176. We will accept, in part, and reject, in part, the Filing Parties' compliance filings 
as they relate to market monitoring matters. First, we will accept the Filing Parties' 
Second Compliance Filing, subject to condition. Upon review, we find that the proposed 
changes to the ISO-NE RTO information policy, as outlined by Filing Parties in their 
Second Compliance Filing, are generally consistent with the information policy approved 

"See NSTAR Services Company v. New England Power Pool, et al., 92 FERC 
q61,06s (2000). 

90 FERC 7 61,.316 at 62,047 (2000). 

89 See also PJM Interconnection, L.L,.C., 88 FERC 11 61,274 (1999). 

90 See section 9 of the Participants Agreement and Market Rule 1. 
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for PJM“” We also agree with NECPUC that that certain variations to this policy may be 
appropriate as it applies to the New England market. However, we will not prejudge 
these issues here in the absence of a specific proposal and prior to the conclusion of the 
existing stakeholder process. However, we will require the Filing Parties to submit tariff 
sheets reflecting their proposed changes to the PJM information policy no later than 60 
days following the date of this order. 

177. With respect to market monitoring matters, we are not satisfied that the Filing 
Parties’ proposed market monitoring provisions, as included in their initial RTO 
formation proposal in this proceeding, fully comply with the requirements of the MBR 
Tariff Order. In the MBR Tariff Order, we stated that Market Monitoring Units, existing 
under an ISO/RTO framework, serve an important policing function, but that these 
Market Monitoring Units should be permitted to enforce certain ISO/RTO tariff 
requirements, if (and only if) those tariff requirements are: (i) expressly set forth in the 
tariff; (ii) involve objectively-identifiable behavior; and (iii) do not subject market 
participants to sanctions, or other consequences, other than those expressly approved by 
the Commission and set forth in the tariff. The ISO-NE RTO Tariff imposes penalty 
charges on market power abuses that cannot be dealt with prospectively, such as physical 
withholding that can only be identified expost through investigations and/or audits. In 
cases dealing with physical or economic withholding, it appears that evaluation of the 
conduct would involve subjective judgments. The Commission’s Market Behavior Rules 
establish that this type of inquiry is to be conducted by the Commission, not by the 
market monitor. 

178. 
(in Market Rule 1, at Attachments A and B), however, do not appear to fully satisfy these 
requirements, particularly the requirement that the enforcement authorizations set forth in 
these provisions identify objectively identifiable behavior. Rather, it appears that at least 
some of the conduct that could be sanctioned under the Market Rule 1 provisions at issue 
may involve subjective evaluations. For example, section III.B.3.3 (addressing 
“Inaccurate Bid or Operating Information”) allows for sanctions for an understatement, 01 

for a maximum limit, when the market participant “knew or should have known” that the 
resource’s limit was greater. Similarly, sanctions are permitted, under section 111. 
B.3.2.3, when a market participant misrepresents operating conditions under those 
circumstances where the market participant “knew or should have known” the statement 
to be “materially inacc~rate.”~’ 

The market monitoring provisions included in the Filing Parties’ RTO proposal 

91 See PJM Information Policy Order at P 11 

’’ See also sections III.B.3.2.2 and III.B.3.2.4. 
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179. In the MBR Tariff Order, however, we stated that subjective inquiries of this sort 
are to be conducted by the Cornmission, not by a Market Monitoring Unit. Moreover, the 
standard set forth in the Filing Parties’ proposed market monitoring provisions, Le., the 
“knew or should have known” standard,93 is inconsistent with the standard adopted by the 
Commission in the MBR Tariff Order with respect to Market Behavior Rule 3.’4 
Specifically, Market Behavior Rule 3 prohibits a market participant from providing 
inaccurate information to market monitors unless “due diligence” is exercised. In 
addition, the market monitor, under section III.B.3.2.6, is given virtually unfettered 
discretion in determining what are “good faith” excuses regarding the availability of 
resources. While this provision delineates some excuses, such excuses “are not limited 
to” those set forth in the tariff: Likewise, in the tariffs “Interpretation” section, the 
market monitor is given discretion to determine the effect of a market participant’s 
investigation of a failure of a resource to perform.” 

180. We are also concerned by the extent of the discretion that may be exercised by 
the market monitor under Market Rule 1 at Attachment A. While the types of conduct 
subject to mitigation as described in Appendix A are appropriate, for example, in order to 
be consistent with the guidance provided in recent orders, including the Midwest IS0  
order,‘6 we do not believe that the ISO-NE RTO has defined some of the types of conduct 
subject to mitigation in a manner that includes sufficiently clear, objectively quantifiable 
standards. We believe that in the definition of physical withholding, III.A.4.22, actions 
that constitute “unjustified deratings” should be defined. In III.A.4.3, in which the 

93 Although this standard is defined at section III.B.3.7.2, the definition requires 
subjective discretion of the type that the Commission has retained for itself. 

y4 Market Behavior Rule 3 states as follows: 

Seller will provide accurate and factual information and not submit false or 
misleading information, or omit material information, in any communication with 
the Commission, Commission-approved market monitors, Commission-approved 
regional transmission organizations, or Commission-approved independent system 
operators, or jurisdictional transmission providers, unless Seller exercised due 
diligence to prevent such occurrences. 

9s See section III.B.3.7.2 (“the [ISO-NE RTO] may consider a Market Participant’s 
efforts (or lack of efforts) to investigate a Resource’s failure to perform “ ~ .”) 

Midwest Independent Transmission System Operator, Inc., 108 FERC 7 61,163 96 

(2004). 
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ISO-NE RTO investigates physical withholding according to the process in III.A.3, the 
concepts of “conduct ” I  I consistent with competitive behavior” and causing “a material 
effect on market clearing prices” should be made concrete. In III.A.S.4 the Filing Parties 
again should define what actions are “not consistent with competitive conduct.” Also, in 
III.A.5.5.3, the Filing Parties should address what role “sensitivity analyses” or “such 
models and methods [the ISO-NE RTO] shall deem appropriate” will play in determining 
whether and what level of mitigation is to be applied. 

181. 
of discretion that the Commission will not allow a market monitor to exercise in 
imposing sanctions. Accordingly, we will direct the Filing Parties to modify their 
proposed market monitoring provisions, in a compliance filing to be made within 30 days 
of the date of this order, to ensure that these provisions are consistent with the Market 
Behavior Rule and do not vest the market monitor with discretion that the Commission 
has retained for itself. Rather the conduct subject to sanctions should be limited to 
conduct that is objectively identifiable. 

182. 
subject to the Commission’s Market Behavior Rules, we will require the Filing Parties to 
include the Commission’s Market Behavior Rule 2, as applicable, in the ISO-NE RTO’s 
tariffY7 As we found in our order with respect to the California Independent System 
Operator’s proposed tariff Amendment 55 by including such language in an RTO tariff, 
we can provide uniformity and clarity for market participants through consistent 
requirements. Of course, any potential violations of this provision of the tariff identified 
by the Marketing Monitoring Units should also be referred to the Commission. By 
including the language of the Commission’s Market Behavior Rule 2 in the ISO-NE 
RTO’s tariff, we will have further included a strong general anti-manipulation standard 
which, due to the uniformity of its language, in sellers’ tariffs and other ISO/RTO tariffs, 
will help us develop clear rules and interpretations of the standard bringing additional 
certainty to the market. 

The above-cited examples are not exhaustive, but merely illustrative of the type 

Further, since all market-based rate sellers in the ISO-NE RTO’s markets are 

y7 In exercising its discretion to determine the appropriate remedy for violations of 
Market Behavior Rule 2, as added to the ISO-NE RTO’s tariff, the Commission will 
apply the policies and principles set forth in the MBR Tariff Order, and subsequent 
relevant precedent. 
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P. Indemnification 

1. The March 24 Order 

183. 
Parties to conform Article IX of the Transmission Operating Agreement to the 
indemnification requirements advanced by the Transmission Owners, subject to the 
guidance and rationale set forth in our order.?’ First, we agreed with the Transmission 
Owners that the Transmission Operating Agreement should include an indemnification 
provision requiring the ISO-NE RTO and the Transmission Owners to be responsible for 
any third party liabilities attributable to their own respective acts or omissions. We held 
that each party should be responsible for its respective third-party liabilities, Le., for those 
liabilities not addressed by the limitations on liability provisions in the ISO-NE RTO 
OATT (addressing liabilities as between the ISO-NE RTO and the ISO-NE RTO’s OATT 
customers) or the Filing Parties’ own side agreement concerning their respective second- 
party liability limitations as to each other. 

With respect to third party liabilities, the March 24 Order required the Filing 

184 As such, we rejected ISO-NE’S proposed indemnification provisions. Under 
those provisions, as proposed, the ISO-NE RTO could not have been held liable to any 
Transmission Owner for any third-party claims filed against the Transmission Owner, 
even claims attributable to the ISO-NE RTO’s own acts or omissions (except in cases 
involving the ISO-NE RTO’s gross negligence or willful misconduct). 

2. Resuests for Rehearing 

185. 
Transmission Owners’ indemnification proposal, in the March 24 Order, was premised 
on the Commission’s erroneous assumption that the Transmission Owners’ proposal 
would maintain the current allocation of risks for third party liabilities as between ISO- 
NE and the Transmission Owners under the ISO-NENEPOOL arrangements. ISO-NE 
argues that, in fact, it was ISO-NE’S proposal that would have maintained these risks “as 
is” by refusing to carve out the Transmission Owners as a distinct sub-group deserving of 
its own indemnification provision. ISO-NE concludes that the Commission should reject 
the Transmission Owners’ proposed indemnification provision in favor of the proposal 
advanced by ISO-NE. 

On rehearing, ISO-NE asserts that the Commission’s acceptance of the 

98 March 24 Order at P 229. 
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186. 
reaffirm its decision to accept the Transmission Owners’ reciprocal indemnification 
provisions, the Commission should ensure that the ISO-NE RTO will be able to recover 
the entirety of its indemnification costs, whether through insurance coverage or as pass- 
through to market participants. ISO-NE also requests that the Commission require that 
the ISO-NE RTO’s negligence be a pre-condition to the ISO-NE RTO’s obligation to 
indemnify the Transmission Owners for its third-party liabilities. Finally, ISO-NE asserts 
that the Commission should require the Transmission Owners to make representations 
and wananties about the condition of their facilities. 

In the alternative, ISO-NE asserts that should the Commission, on rehearing, 

3. Compliance Filing 

187. 
RTO formation proposal, herein, ISO-NE and the Transmission Owners advanced 
alternative provisions to be included in the Transmission Operating Agreement, at Article 
IX, regarding their respective liabilities to each other for third party liability claims.” 
Accordingly, in their First Compliance Filing, the Filing Parties state that the initial 
proposal advanced by ISO-NE (which we rejected in the March 24 Order) has been 
struck from the Transmission Operating Agreement, leaving in place those provisions, as 
sponsored by the Transmission Owners, which we accepted. 

The Filing Parties point out in their First Compliance Filing that in their initial 

4. Commission Finding 

188. 
with respect to our findings in the March 24 Order regarding the appropriate third-party 
liability provisions to be included in the Transmission Operating Agreement. 

189. 
ISO-NE RTO should be at risk for third-party claims attributable to its own acts or 
omissions, given its ability to pass these costs through to all market participants on a 
socialized basis, or (ii) whether these same liabilities, which are attributable to the ISO- 
NE RTO’s own acts or omissions, should be allocated to the Transmission Owners alone. 

We will accept the Filing Parties First Compliance Filing and deny rehearing 

The fundamental issues raised by ISO-NE, on rehearing, are: (i) whether the 

190. In the March 24 Order, we correctly held that under the existing arrangements 
governing the rights and obligations of ISO-NE and NEPOOL, ISO-NE’S third-party 
liability risks for ordinary negligence are allocated to all market participants by way of 

’‘) Both proposals were included in bracketed form in the Filing Parties’ initial 
submissions. 
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NEPOOL..'" We noted that while ISO-NE now proposed to allocate these same risks to 
the Transmission Owners alone, ISO-NE had failed to provide any supportable 
justification for doing so. Accordingly, we accepted the Transmission Owners' proposed 
reciprocal indemnification provisions, consistent with ISO-NE'S existing risks and 
liabilities under the ISO-NENEPOOL arrangements and our precedent, as established in 
TRANSLink Developnzerit Conzpafzy, L.LC.'" 

191. On rehearing, ISO-NE presents no evidence or argument that would undermine, 
in any way, the rationale underlying our ruling in the March 24 Order. Contrary to ISO- 
NE'S assertions, for example, the Commission correctly interpreted the ISO- 
NE/NEPOOL arrangements regarding the socialized cost responsibility borne by all 
market participants with respect to third-party liabilities attributable to the acts or 
omissions of ISO-NE. In fact, ISO-NE concedes this point in its rehearing request.'" By 
accepting the Transmission Owners' cross indemnification provisions, therefore, the 
Commission simply keeps in place this socialized cost responsibility by allocating to the 
ISO-NE RTO third-party liabilities attributable to the ISO-NE RTO's own acts or 
omissions. The ISO-NE RTO, in turn, is free to pass these costs through to all market 
participants on a socialized basis under its administrative services and capital funding 
tariffs. 

192. We will also deny ISO-NE'S requested clarifications and conditions regarding its 
management of these risks and the specific means by which the ISO-NE RTO will be 
permitted to pass any such costs through to market participants. In fact, the assurances, if 
any, required by the ISO-NE RTO with respect to these matters, cannot be fairly 
evaluated by the Commission without specific tariff language submitted for our review 
and consideration. 

Iflo Specifically, we referenced section 10.4 of the I S 0  Agreement which requires 
NEPOOL as a whole, i.e., all market participants, to indemnify ISO-NE for third-party 
liabilities attributable to ISO-NE'S acts or omissions, except in cases of gross negligence 
or willful misconduct. 

102 FERC 7 61,033 (2003) at P 39. 

In* See ISO-NE request for rehearing at 4 ("Under the current NEPOOL 
arrangements, each NEPOOL participant . . retains the third-party liability to which it is 
subject, including third-party liabilities resulting from the acts or omission of [ISO- 
NE]."). 
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1. The March 24 Order 

193. The March 24 Order found that the ROE Filers’ voluntary proposal to establish 
the ISO-NE RTO and their commitment to transfer the day-to-day operational control 
authority over their transmission facilities to the ISO-NE RTO warrants a 50 basis point 
incentive adder, as requested, to the ROE component recovered in the 1SO-NE RTO’s 
transmission rates for Regional Network service. Accordingly, we accepted this 
incentive adder with respect to these facilities without suspension or hearing. 

194. 
NE RTO’s Local Service Schedules. We also accepted, subject to suspension, hearing, 
and subject to our Pricing Policy Statement (when issued), the ROE Filers’ proposed 100 
basis point adder attributable to new transmission investment. We rejected the ROE 
Filers’ proposed 100 basis point adder as it would apply to the Local Service Schedules. 
Finally, we accepted, subject to suspension and hearing, the ROE Filers’ proposed base 
level ROE. However, in order to provide the parties an opportunity to resolve these 
matters among themselves, we held the hearing in abeyance and instituted settlement 
judge procedures. 

However, we rejected the proposed 50 basis point adder as it relates to the ISO- 

2. Requests for Rehearing 

195. 
regarding the ROE Filers’ proposed base level ROE and ROE adders was sought by the 
ROE Filers and the New England Consumer Owned Entities. The following Reserved 
Issues are identified in the Settlement Agreement. 

Request for rehearing of the Commission’s findings in the March 24 Order 

196. 
proposed 50 basis point adder for RTO participation and 100 basis point adder for new 
transmission investment as these adders would have related to the ISO-NE RTO’s Local 
Service Schedules. The ROE Filers assert that while the facilities that are subject to these 
Local Service Schedules may be distinguishable from facilities that are part of the 
Regional Network Service, based on voltage and other issues, these facilities nonetheless 
form an integral part of the regional interstate grid, and transmission service over these 
facilities will be provided pursuant to the ISO-NE RTO OATT. The ROE Filers argue 
that the fact that a transmission asset is subject to Local Network Service Schedules does 
not mean that it is not integrated with the regional network or that it does not provide 
regional benefits. The ROE Filers argue that, as such, they should be permitted to 
recover both adders with respect to facilities that will be subject to Local Network 
Service. 

First, the ROE Filers assert that the Commission erred in rejecting their 
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197 The ROE Filers also seek clarification that the Filing Parties would be 
authorized to include, in their compliance filing, changes to the EO-NE RTO OATT that 
would allow them to receive the 50 basis point adder for facilities classified as providing 
Regional Network Service. The ROE Filers explain that absent modification to the Local 
Service Schedules contained in schedule 21 of the ISO-NE RTO OATT, the ROE Filers 
would not be able to receive any benefit from the adder. The ROE Filers state that this is 
so because the adder would increase the Regional Network Service revenue credit 
without increasing the level of rolled-in cost recovery under the Local Network Services 
in the ISO-NE RTO OATT. 

198. The ROE Filers also request clarification regarding certain policy issues relating 
to the calculation of their proposed base-level ROE. Specifically, the ROE Filers request 
clarification that they will be permitted to use a midpoint return between the high and low 
utilities indicated in their proposed proxy group of companies. In addition, the ROE 
Filers seek clarification that their proxy group, as proposed, is appropriate. 

199. The New England Consumer Owned Entities assert as enor the Commission’s 
acceptance of the ROE Filers’ proposed incentive adders as applicable to the Regional 
Network Service that will be provided by the ISO-NE RTO. The New England 
Consumer Owned Entities argue that these adders are unjustified to the extent they 
represent an above-cost ROE that will have the effect of transferring funds from non- 
Transmission-owning entities to the shareholders and/or retail loads of Transmission 
Owners or their affiliates. 

3. Commission Finding 

200. We will grant the clarification sought by the ROE Filers regarding the changes to 
Schedule 2 1 of the various Local Network Service Tariffs in order to properly account for 
the 50 basis point adder for facilities classified as providing Regional Network Service. 
This change recognizes that the revenues resulting from the 50 basis point adder are not 
to be included in the revenues credited against the total annual transmission costs for the 
purposes of determining the Local Network Service revenue requirements. 

201. However, we will deny the ROE Filers’ request for rehearing as it relates to the 
application of the 50 basis point adder and the 100 basis point adder to facilities subject 
to the ISO-NE RTO’s Local Network Service Schedules. As we stated in the March 24 
Order, these adders are intended to serve as an incentive for transmission owners to turn 
over operational control of their transmission facilities to an independent entity 
responsible for providing regional transmission service under the terms and conditions of 
a regional tariff. However, the New England wholesale electricity market, under the 
Filing Parties’ RTO proposal, will continue to be administered under a bifurcated tariff 
structure under which the ISO-NE RTO will administer a regional tariff for service over 
Pool Transmission Facilities, Le., high voltage facilities that serve a region-wide function. 
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202. By contrast, the Local Network Service Schedules, under this RTO framework, 
will be administered by each Transmission Owner under an individual Local OATT for 
service over facilities in their respective service territories, notwithstanding the 
coordinating role that will be played by the ISO-NE RTO regarding certain functions and 
services relating to these facilities. These facilities, moreover, consist of lower voltage 
lines or radials performing a primarily local function. The ROE Filers' request to receive 
incentive adders applicable to these facilities under their Local Network Service 
Schedules is inconsistent with our policy regarding the recovery of these adders. In fact, 
by definition, the Local Network facilities at issue are not used to provide Regional 
Network Service, nor will they be under the day-to-day operational authority of an 
independent entity.lo3 

203. 
appropriate methodology to be used to calculate their proposed base level ROE. First, we 
will grant the ROE Filers' request for clarification regarding the use of the midpoint 
return to calculate their proposed ROE.,'04 We find that the use of a midpoint return is an 
appropriate measure for determining a single, region-wide ROE in this proceeding. This 
determination is consistent with our findings in the Midwest IS0 proceeding where we 
found that the use of a midpoint return was appropriate because the companies included 
in the proxy group, as here, represented a diverse group o f c ~ r n p a n i e s . ' ~ ~  As such, the use 
of the midpoint return in this case will not result in a skewed range of distribution. 
Rather, it will appropriately reflect (and take due account of) the entire range of results 
indicated by the proxy group. 

We will grant, in part, the ROE Filers' request for clarification regarding the 

204. The ROE Filers' proposed proxy group consists of twelve utilities doing 
business in the Northeast, including Transmission-owning members of the ISO-NE RTO, 
the New York ISO, and PJM, all of whom issue share of publicly-traded stock. We 
believe a proxy group comprised of Northeast utility companies provides a sufficiently 
representative universe of companies for calculating an ROE applicable to the New 
England Transmission Owners in this proceeding. 

Although the Local Network Service Schedules are provided pursuant to the 
ISO-NE RTO OATT, the day-to-day operation of these facilities will not be administered 
by the ISO-NE RTO; the Transmission Owens will continue to be responsible for the 
day-to-day operation of the facilities subject to the Local Network Service Schedules. 

The midpoint of all estimates of return of a proxy group is the average of the 
highest and lowest estimated returns of all members of the group. 

'Os See Midwest Independent Transmission System Operator, Inc., 106 FERC 
161,302 at P 8-10 (2004). 
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205. 
not pay common dividends, or for which no growth rate data is currently available, as 
reported by I/B/E/S International, Inc. (I/B/E/S), or Value Line. We find this approach is 
generally acceptable. However, we will not preclude the presiding judge from finding 
candidates for inclusion in the proxy group for which comparable data can reasonably be 
substituted for the growth rate data reported by I/B/E/S or Value Line. We also find it 
appropriate, as Dr. Avera proposes, to exclude from consideration in the proxy group, 
companies whose low-end ROE was lower than these companies' reported debt cost. In 
addition, we agree that the inclusion of PPL Corporation (PPL) in this Proxy Group is 
inappropriate. Specifically, we find PPL should be excluded from the Proxy Group 
because its 17.7 percent cost of equity is an extreme outlier and the inclusion of this 
number in the calculation in an unreliable ROE that will skew the results. As Dr. Avera 
states in his testimony, it is often necessary to eliminate illogical results from cost of 
equity estimates that fail to meet threshold tests of economic logic. We believe a 13.3 
percent growth rate is not a sustainable growth rate over time and therefore does not meet 
threshold tests of economic logic. 

206. 
application of our Pricing Policy Statement (when issued), the ROE Filers' proposed 100 
basis point addedo6 attributable to new transmission investment. This incentive is, we 
stated, is an appropriate first step to encouraging vital capital investment in the 
enlargement, improvement, maintenance and operation of facilities for the transmission 
of electric energy in interstate commerce. In order to avoid any potential delay in the 
hearing as a result of this directive, we find it necessary to provide guidance regarding the 
types of investments that would qualify for this adder. We direct the parties and the 
presiding judge to develop a record, in this case, addressing the pros and cons of applying 
a 100 basis point adder for investments that, among other things: (i) are approved 
through the RTEP process; (ii) are capable of being installed relatively quickly; 
(iii) include the use of improved materials that allow significant increases in transfer 
capacity using existing rights-of-way and structures; (iv) utilize equipment that allows 
greater control of energy flows, enabling greater use of existing facilities; (v) has 
sophisticated monitoring and communication equipment that allows real-time rating of 

ROE Filers' witness, Dr. Avera, proposes that this group exclude firms that do 

In the March 24 Order we accepted, subject to suspension, hearing and the 

This ROE adder will he applied to net book value over time of such 
transmission facilities (Le., the dollar amount of the incentive that is reflected in the cost 
of service will decrease over time as the book value of the transmission assets are 
depreciated). In addition, the overall allowed equity return, adjusted for any ROE adder, 
will be limited to the zone of reasonableness for the public utility authorized to receive an 
incentive adder. 
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transmission facilities, facilitating greater use of existing transmission facilities; or (vi) is 
a new technology and/or innovation that will increase regional transfer capability”” 

207. Finally, we will deny rehearing the New England Consumer Owned Entities’ 
assertion that the incentive adders requested by the ROE Filers represent an unjustified 
above-cost return that will have the effect of transferring funds from non-transmission 
owning entities to the Transmission Owners’ shareholders. In fact, a return on equity is 
not susceptible to a precise calculation. It is based, rather, on a range of reasonable 
returns, which take into account a number of factors that may be both cost-related and 
policy-related, including business risk factors. In this contcxt, it is appropriate for the 
Commission to adjust the allowed return for Transmission Owners that undertake 
commitments designed to enhance the overall competitiveness and efficiency of the 
wholesale markets, so long as the resulting rate of return is within the range of reasonable 
returns. 

The Commission orders: 

(A) The Settlement Agreement is hereby accepted, subject to conditions, as 
discussed in the body of this order. 

(B) Rehearing andor  clarification of the March 24 Order is hereby granted, in 
part, and denied, in part, as discussed in the body of this order. 

(C) The Filing Parties’ First Compliance Filing and Second Compliance Filing are 
hereby accepted, subject to conditions, as discussed in the body of this order. 

(D) The Filing Parties are hereby directed to make a compliance filing on, or 
before, 30 days following the issuance of this order, as discussed in the body of this 
order, unless otherwise directed. 

(E) The New York Filing Parties’ submittal, in Docket No. ER04-943-000, is 
hereby accepted for filing, as discussed in the body of this order, 

These technologies are fully tested and commercially available but are not 107 

widely diffimd and of sufficient size and scale to have an immediate and meaningful 
impact on the grid. 
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(F) NEPOOL’s submittal, in Docket No., ER05-3-000, is hereby accepted for 
filing, as discussed in the body of this order. 

By the Commission. Commissioner Kelly not participating. 
Commissioner Kelliher concurring in part with a 
separate statement attached. 

( S E A L )  

Magalie R. Salas, 
Secretary. 
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UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULATORY COMMISSION 

IS0 New England Inc., et al., 

Bangor Hydro-Electric Company, et al., 

The Consumers of New England v. New 
England Power Pool 

New York Independent System Operator, 
Inc., and the New York Transmission 
Owners 

New England Power Pool 

Docket Nos. RT04-2-001, RT04- 
2-002, RT04-2-003, RT04-2-004, 
ER04-116-001, ER04-116-002, 
ER04-116-00.3, and ER04-116-004 

Docket Nos. ER04-157-002, ER04- 
157-003, ER04-157-005, and 
ER04-1 51-007 

Docket Nos. EL,01-39-001, ELOl- 
39-002, EL.01-.39-003, and ELOl- 
39-004 

Docket No. ER04-943-000 

Docket No. ER05-3-000 

(Issued November 3,2004) 

Joseph T. KELLIHER, Commissioner concurriizg in part: 

I write separately to express my views on the portion of this order that directs the 
I S 0  New England, Inc.(ISO-NE) and the New England transmission owners collectively, 
the Filing Parties) to modify the ISO-NE Regional Transmission Organization’s (ISO-NE 
RTO) information policy to conform with a confidential information sharing policy 
recently approved for PJM Interconnection, LLC.’08 In PJM, the Commission approved 
streamlined procedures for PJM to provide confidential information to state commissions, 
state agencies that share regulatory responsibilities with the state commissions, or any 
organization formed by such state regulatory commissions. 

‘Os PJMIiztercoiinection, LLC, 107 FERC 161,322 (2004) (“PJM”). 
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As the Filing Parties point out, existing procedures are already in place that provide 
state entities with a process for requesting confidential information."' In my view, in 
order to justify approval of additional streamlined procedures for distributing confidential 
information to state entities, the Filing Parties would need to demonstrate that 
(1) providing state entities with confidential information possessed by the ISO-NE RTO is 
necessary for the state entities to discharge their legal res onsibilities, and (2) the state 
entities cannot obtain such information under state law I '  There is no doubt that state 
entities desire this information. So far, there has been no demonstration made that 
streamlined access to confidential information held by ISO-NE RTO is necessary to enable 
state entities to carry out their statutory responsibilities. There has also been no 
demonstration thus far that state entities are or will be unable to obtain access to 
confidential information from the ISO-NE RTO under state law or existing procedures. In 
the absence of an adequate showing on either of these critical points by the Filing Parties, I 
cannot support providing state commissions or other state entities with confidential 
information from ISO-NE RTO 

!? 

Joseph T. Kelliher 

lo9 See New England Power Pool Information Policy § 3.l(a). 
PJM, 107 FERC at 62,500 (Commissioner Kelliher, dissenting). 
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122FERCl61,188 
UNITED STATES OF AMERICA 

FEDERAL ENERGY REGULATORY COMMISSION 

Before Commissioners: Joseph T. Kelliher, Chairman; 
Suedeen G. Kelly, Marc Spitzer, 
Philip D. Moeller, and Jon Wellinghoff. 

Potomac-Appalachian Transmission Highline, L.L.C. Docket No.ER08-386-000 

ORDER ACCEPTING AND SUSPENDING FORMULA RATES, SUBJECT TO 
CONDITIONS, AND ESTABLISHING HEARING AND SETTLEMENT 

PROCEDIJRES 

(Issued February 29,2008) 

I .  On December 28,2007, Potomac-Appalachian Transmission Highline, L.,L.C. 
(PATH) filed proposed tariff sheets with the Commission, pursuant to section 205 of the 
Federal Power Act (FPA),' for inclusion within the Open Access Transmission Tariff 
(OATT) administered by PJM Interconnection, L . L C  (PJM). The tariff sheets seek to 
implement a transmission cost of service formula rate for a proposed transmission project 
(Project) and implement incentive rate authorization for the Project. PATH requests that 
the Commission affirm its proposed incentive rate treatments consistent with Order 
No. 679.' PATH also requests that the Commission approve its formula rate without a 
hearing; alternatively, PATH requests that the Commission suspend the formula rate for a 
nominal period to permit the rate to become effective March 1,2008 and that the 
Cornmission limit the issues set for hearing to specified elements of the formula rate or 
cost of service inputs where the Commission has identified issues or concerns. 

2. 
subject to conditions and suspend it for a nominal period, to become effective on 
March 1,2008. Moreover, we will grant PATH'S requested incentive rate treatment for 
the Project subject to the modifications described herein. In addition, we will establish 
hearing and settlement judge procedures. Granting the requested incentives and 
accepting the proposed formula rate will aid PATH in the development of the Project. 

For the reasons discussed below, we will accept the proposed formula rate 

' 16 U.S.C. (i 824d (2000). 

' Proinotiug Transmission Investment through Pricing Reform, Order No. 679, 
FERC Stats. &Regs. 1 31,222, order on reh 'g, Order No 679-A, FERC Stats. &Regs 

3 1,236 (2006), order on reh 'g, 119 FERC fi 61,062 (2007). 
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I. Background 

A. Description of the Company 

:3.  
and Allegheny Energy, Inc. (Allegheny). PATH consists, in part, of two operating 
companies including PATH West Virginia Transmission Company, L.L..,C., which is 
ownedjointly by AEP and Allegheny, and PATH Allegheny Company, L.L..C., which is 
owned solely by Allegheny. These companies were organized to finance, construct, own, 
operate, and maintain the Project. 

PATH is a joint venture between American Electric Power Company, Inc. (AEP) 

E. The Proposed Proiect and Incentives 

4. 
substation near St. Albans, West Virginia, with a terminus at the Doubs substation in 
Kemptown, Maryland. The Project begins as a 244 mile, 765 kV transmission line eom 
the Amos substation to Allegheny's Bedington substation, which is northwest of 
Martinsburg, West Virginia, From the Bedington substation, the 765 kV line is converted 
into twin-circuit 500 kV lines, each 46 miles long, ending at the new Doubs substation in 
Kemptown, Maryland. The estimated cost of the Project is $1.8 billion and is scheduled 
to be completed in 2012, 

5. 
substations along the route.3 For example, the Amos substation will be expanded to 
accommodate a new 765 kV bay by adding thee  new 765 kV circuit breakers and 
replacing two existing 765 kV circuit breakers. PATH states that two banks of300 
MVAr shunt line reactors will be installed on the 765 kV portion of the line at the 
Bedington substation. It further needs to install a large static VAr compensator to 
maximize the load-carrying ability of this line and provide the required dynamic voltage 
regulation. Finally, PATH will need to install a new 500 kV substation at Kemptown, 
Maryland. 

6 PATH states that the Project is a modification of two prior, Commission- 
approved transmission incentive projects. The first portion of the Project ( i~e. ,  the 765 
kV line from the Amos substation to the Bedington substation) was considered in AEP," 

The Project is a proposed 290-mile transmission line that begins at AEP's Amos 

PATH states that the Project will require numerous upgrades to the existing 

Ex No. PTH- 100 at 14-2 1 

American Elec Power Sen, Corp , 1 16 FERC 7 61,059 (2006) (AEP I ) ,  order on 
reh 'g, 118 FERC 761,041 (2007) (AEP II), (jointly, AEP) 
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and the second portion (two 500 kV lines from the Bedington substation to Kemptown, 
Maryland) was considered in Alleghei~y.~ 

7. PATH notes that in both AEP and Allegheny the Commission approved the 
following incentives: (1) an ROE at the high end of the zone of reasonableness; (2) the 
ability to include 100 percent of CWIP in rate base; and ( 3 )  the option to expense and 
recover on a current basis the costs that the companies incur during the pre-commercial 
or pre-operating period. Moreover, in Ak?gherzy (but not in AEP), the Commission 
approved the ability to recover abandonment costs if the project was abandoned due to 
factors beyond Allegheny’s control. 

8. Here, PATH seeks authorization of the following incentives: ( I )  approval of a 
50 basis point adder to PATH’s authorized ROE in recognition of its intent to become 
and remain a transmission owner in PJM; (2) approval of an ROE at the high end of the 
zone of reasonableness or, in the alternative, approval of a 150 basis point adder (in 
addition to the 50 basis point adder for RTO participation) to result in an overall 
ROE of 14,3 percent; (3) authorization to include 100 percent of CWIP in rate base; 
(4) permission to file for recovery of all development and construction costs if the Project 
is abandoned as a result of factors beyond PATH’s control; and (5) permission to use a 
hypothetical capital structure of 50 percent debt and 50 percent equity during the 
construction period.’ 

9. PATH states that it is not seeking the option to expense and recover, on a current 
basis, on-going costs incurred during the pre-commercial period. However, PATH states 
that it has been, and will continue, accruing these costs in a regulatory asset account up to 
the date its rates become effective. PATH requests authorization to amortize the 

’Allegheny Energy Inc., 116 FERC 761,058 (2006) (Al1eghen.y I ) ,  order on reh g, 
118 FERC 7 61,042 (2007) (Alleglzeny II), (jointly, Allegheny). 

The Commission accepted a later section 205 proposal by Allegheny for rate 
recovery of the first portion of this project in Trans-Allegheny Interstate Line Co., 
119 FERCY 61,219, orderon rehg, 121 FERCY 61,009 (2007) (TrAILCo). 

’PATH states that it is not proposing a hypothetical capital structure as part of its 
request for incentives, but rather, as a reasonable approach during the construction phase 
of a start-up company that will facilitate financing and is consistent with Commission 
precedent, citing ITC Holdings Corp., 102 FERC f i  61 , I  82, reh ‘g denied, 104 FERC 
7 61,033 (200.3), order accepting letter agreement, 107 FERC 7 61,077, order on 
coinpliance addressing accounting for divestiture and ratentaking, 107 FERC 7 61,089 
(2004), order autliorizing disposition and conjirtiiing itzdependence, 11 1 FERC 7 61,149 
(2005); Michigan Elec,, Transiiii,nion Co., 105 FERC 7 61,214 (2003). 
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regulatory asset during the construction period and include the unamortized portion of the 
regulatory asset costs in its rate base.’ PATH also seeks permission to accrue Allowance 
for Funds Used During Construction (AFUDC) on the regulatory asset costs until the 
requested effective date of March 1, 2008, to reflect the time value associated with these 
expenditures.’ 

10. PATH argues these incentives should be granted because the Commission 
approved incentives in AEP and Allegheny. If, however, the Commission reviews the 
Project anew, PATH asserts that it satisfies the requirements of section 2 19 of the FPA. 
PATH states that it is entitled to a rebuttable presumption regarding its eligibility for 
transmission incentives because the Project has been approved through “a fair and open 
regional planning process”-Le., the PJM Regional Transmission Expansion Plan 
(RTEP) process. As PATH notes, the Project is a baseline upgrade in PJM’s 2007 RTEP 
and will relieve overloading on more than 12 locations in PJM’s base case study.” The 
Project will form a high-capacity transmission “backbone” overlaying and strengthening 
the existing system.” 

11. PATH further explains that the Project’s use of 765 kV lines and twin-circuit 500 
kV lines will improve reliability. For example, the 765 kV portion represents the highest 
voltage class in commercial operation in North America and provides the greatest 
capacity and operating flexibility.” As compared to lower voltage lines, the 765 kV line 

PATH does not present its request to expense and recover pre-commercial costs 
deferred as a regulatory asset as one of its requested transmission rate incentives pursuant 
to Order No. 679. However, this rate proposal achieves the same outcome as the Order 
No., 679 incentive for pre-commercial costs because such costs will be fully amortized 
(expensed) and recovered during the construction of the Project. As explained further in 
this order, this request is akin to the rate incentive for pre-commercial costs and will be 
reviewed under Order No. 679. 

’ PATH Filing at 15 

l o  Ex. No. PTH-106 at 1-3, Specifically, PJM has found that construction of the 
Prqject will relieve overloading at the following facilities: Keystone-Airydale 500 kV 
line, Keystone to Conemaugh 500 kV line, Mt. Storm to Dotibs 500 kV line, Airydale to 
Juniata 500 kV line, Prunytown to Mt. Storm 500 kV line, Hamson to Prunytown 500 kV 
line, Lexington to Dooms 500 kV line, Loudoun to Pleasant View 500 kV line, 
Greenland Gap to Meadowbrook 500 kV line, Mt. Storm to Greenland Gap 500 kV line, 
Hosensack to Elroy 500 kV line, and Bath County to Valley 500 kV line. 

Ex. No. PTH-100 at 16, lines 10-16 

See, e .g . ,  US-Canada Power System Outage Task Force, “Final Report on the 12 

(continued. .) 
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will be free of thermal overload risk, will experience significantly fewer forced outages, 
and will achieve a transmission line loss profile below 0.75 percent, whereas lower 
voltage lines experience Qansmission line losses in the three to four percent range, 
PATH also states that the 765 IcV line will improve reliability by providing a margin for 
operating uncertainties, which helps to “absorb voltage and current swings and thus serve 
as a bamer to the spread of a ca~cade.”’~ 

12, 
between the Bedington substation and Kemptown, Maryland. PATH states that the use 
of twin-circuits will increase reliability in the event of a single line outage. In addition, 
PATH explains that twin-circuit 500 kV lines between Bedington to Kemptown will 
increase reliability in the event of a single line outage and will eliminate the potential for 
critical overloading once the project is constructed. l4 

13. Although PATH is not specifically requesting incentives for the use of innovative 
transmission technologies, the petition includes a technology statement as required by 
Order No. 679,15 PATH states that the Project will use “advanced technology,” including 
advanced conductor designs, phase and shield wire transposition, fiber optic shield wires, 
wide-area monitoring and control, remote station equipment diagnostics and security, 
independent phase operation to enhance line reliability, switchable shunt reactors, and a 
large static VAr compensation device. 

PATH also emphasizes the reliability benefits of twin-circuit 500 kV lines 

16 

C. DescriDtion of Formula Rate 

14. PATH states that it has structured its fomiula rate similar to those approved in 
other cases.I7 PATH explains that the formula rate has (1) a statement of the annual 

August 14,2003 Blackout in the [Jnited States and Canada: Causes and 

Recommendations,” at 75, 77 (April 2004) (h~s://re~o~ts.e~icrgv.~ov/BlackoutFinal- 
Web.Ddf) (Final Report on 2003 Blackout). 

]’Id. at 77 

l4 Ex. No. PTH-100 at 20-21. 

Is Order No. 679, FERC Stats. & Regs., 131,222 at P 302; Ex. No. PTH-I00 at 30. 

The Commission is not viewing PATH’S incentives request as an advanced 
technology incentive request, 

I7 American Transnzission Co., 97 FERC 7 61,139 (2001); Inlernational 
Transmission Co., 116 FERC 7 61,036 (2006); Michigan Elec. Transmission Co., 

(continued.“ .) 
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transmission revenue requirement (ATRR) that will be included as Attachment H-19 of 
the PJM OATT; (2) the cost of service formula itself that provides detailed calculations 
of the annual revenue requirements (including worksheets);IR and (3) formula rate 
implementation protocols in Attachment B to the ATRR. 

15. PATH states that the formula rate implementation protocols describe how PATH 
will update the formula each year, what the review procedures will he, and how customer 
challenges will be resolved, and how any changes to the annual rate restatements will be 
implemented. For example, true-up adjustment will be determined in the following 
manner: the actual transmission revenues for the previous year will be compared to the 
net revenue requirement using its FERC Form No 1 for that same year to determine any 
over or under recovery Interest on any over or under recovery in the revenue 
requirement will be based on the Commission’s interest rate on refunds. The Net 
Revenue Requirement for transmission services for the following year shall be the sum of 
the projected revenue requirement for the following year and a true-up adjustment for the 
previous year. 

16. PATH states that it will recalculate its ATRR, producing the “Annual Update” for 
the upcoming rate year, which it will post on the PJM website on or before October 15 of 
each year, In addition, PATH will submit the Annual Update as an informational filing 
with the Commission. Each Annual Update is subject to a review procedure. Parties 
have 150 days after the publication date to review the calculations and notify PATH in 
writing of any challenges, and parties have 120 days to serve reasonable information 
requests on PATH. If any issues cannot he resolved, parties can make a formal challenge 
with the Commission. 

17. 
Formal Challenges related to Material Accounting Changes are not intended to serve as a 
means of pursuing other objections to the Formula Rate. PATH notes that while it 
proposes that the formula rate be populated with FERC Form No. 1 numbers, it does not 
yet have a Form 1 on file. PATH states that therefore, it would be charging customers 
based on estimated costs from the requested March 1,2008 effective date until actual 
Form 1 data is available in 2009, and its formula rate implementation protocols permit a 
true-up, in this case, on May 3 1, 2010. PATH states that any resulting over or under 
recoveries for the 2008 rate year would be reflected in customers’ rates in 201 1 .Iy The 

PATH’S formula rate implementation protocols also state that “Preliminary or 

113 FERC 7 61,343 (2005); Xcel Energy Sew Iizc , 121 FERC 7 61,284 (2007) (Xcel) 

The formula rate and accompanying worksheets are included as Appendix A to 
the annual transmission revenue requirement in Attachment H-19. 

Ex. No. PTH-300 at 6 
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formula rate implementation protocols also provide for the acceleration of crediting of 
any projected over recovery of the 2009 net revenue requirement, at PATH’s election. 

11. 

18. 
2237 (2008), with interventions and comments due on or before January 18,2008. 

19. Timely motions to intervene and notices of intervention were filed by: the 
Maryland Public Service Commission; Exelon Corporation; the Pennsylvania Public 
Utility Commission; Dominion Resources Services, Inc, ; the Illinois Commerce 
Commission; Public Service Electric and Gas Company; Blue h d g e  Power Agency; PPL 
Electric Utilities Corporation; Pepco Holdings, Inc. and certain of its jurisdictional 
affiliates; North Carolina Electric Membership Corporation; West Virginia Energy Users 
Group; Allegheny Electric Cooperative, Inc.; and P.M. In addition, timely comments 
and protests were filed by: American Municipal Power-Ohio, Inc. (AMP-Ohio); Virginia 
State Corporation Commission (Virginia Commission); the North Carolina Agencies;” 
Southem Maryland Electric Cooperative; the Joint Consumer Advocates (JCA);*’ 
Delaware Municipal Electric Corporation; Old Dominion Electric Cooperative (ODEC); 
and Borough of Chambersburg, Pennsylvania. 

20. On February 4,2008, PATH filed a motion for leave to answer and answer to the 
protests in this proceeding. On February 5,2008, PATH filed an errata to its motion for 
leave to answer and answer to the protests in this proceeding. On February 8,2008, JCA 
filed a motion for leave to answer and answer to PATH’s answer. 

21. 

Procedural History, Notice of Filings and Responsive Pleadins 

Notice of PATH’s petition was published in the Federal Register, 73 Fed. Reg. 

On February 8,2008, Rackland Electric Company filed a late intervention. 

zo The North Carolina Agencies include the North Carolina Utilities Commission, 
Public Staff-North Carolina Utilities Commission, and the Attorney General of North 
Carolina. 

The .JCA include the Pennsylvania Office of Consumer Advocate, the Maryland 
Office of People’s Counsel, the Office of the Ohio Consumers’ Counsel, the New Jersey 
Department of the Public Advocate, Division of Rate Counsel, the West Virginia 
Consumer Advocate Division, the Delaware Division of Public Advocate, and the D.C. 
Office of People’s Counsel. 
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111. Discussion 

A. Procedural Matters 

Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,” the 22. 
notice of intervention and timely, unopposed motions to intervene serve to make the 
entities that filed them parties to this proceeding. Given the early stage of this 
proceeding, the absence of any undue prejudice or delay, and their interest in this 
proceeding, we grant the untimely, unopposed motions to intervene. 

23. 
answer to a protest, unless otherwise permitted by the decisional authority,. We will 
accept PATH’S answer because it has provided information that assisted us in our 
decision-making process. However, the JCA’s answer reiterates its earlier protest 
without new information We are not persuaded to allow the JCA’s answer, and 
accordingly we will reject it 

Rule 213(a) of the Commission’s Rules of Practice and Procedurez3 prohibits an 

B. Discussion of Incentive Rates 

24. In Energy Policy Act of 2005 (EPAct 2005),’4 Congress added new section 219 to 
the FPA directing the Commission to establish, by rule, incentive-based rate treatments to 
promote capital investment in transmission infrastructure. The Commission subsequently 
issued Order No. 679, which sets forth pTocesses by which a public utility could seek 
transmission rate incentives pursuant to section 219, including the incentives requested 
here by PATH. 

25. 
seeks incentives either ensure reliability or reduce the cost of delivered power by 
reducing transmission congestion,” Also, as part of this demonstration, ‘‘” . section 
219(d) provides that all rates approved under the Rule are subject to the requirements of 
sections 205 and 206 of the FPA, which require that all rates, charges, terms and 
conditions be just and reasonable and not unduly discriminatory or preferential.”25 

Pursuant to section 219, an applicant must show that “the facilities for which it 

” 18 C.F.R. 5 385.214 (2007). 

23 Id. 5 385.213(a)(2). 

’4 Pub. L. No. 109-58, 119 Stat. 594, section 1241 

Order No 679, FERC Stats. & Regs 131,222 at P 8 (citing 16 U.S.C §§ 824(d) 
and 824(e)). 
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26. 
demonstrate that there is a nexus between the incentive sought and the investment being 
made. As explained below, we find that PATH has satisfied the requirements for 
incentive rate treatment for the Project and will grant PATH’s requested incentives 
subject to the conditions noted below. 

Finally, in addition to satisfying these section 219 requirements, an applicant must 

1. ROE Adder for RTO Participation 

a. Protests 

27, 
participation. 

No party protested PATH’s requested 50 basis point ROE adder for RTO 

b. Commission Determination 

28. 
upon PATH’s membership application being approved by PJM and its continued 
participation in PJM, and conditioned upon the final ROE being within the zone of 
reasonable returns. As we emphasized in Order No. 679-A, the Commission will 
approve, when justified, incentives to each transmitting utility that joins a Transmission 
Organization.26 The consumer benefits for participating in such an organization, 
including reliable grid operation, are well documented and consistent with section 21 9. 
PATH’S request for an incentive based on RTO participation is consistent with the 
Commission’s well established policy and will be granted subject to the conditions in this 
order. 

We will grant PATH’s request to increase its ROE by 50-basis points conditioned 

2. Section 219 Requirements 

29. 
order or a section 205 filing to obtain incentive rate treatment for transmission 
infrastTucture investment that satisfies the requirements of section 21 9, i e., the applicant 
must demonstrate that the facilities for which it seeks incentives either ensure reliability 
or reduce the cost of delivered power by reducing transmission c o n g e s t i ~ n . ~ ~  An 
applicant will be entitled to a rebuttable presumption under section 219 if: (i) the 
transmission project results from a fair and open regional planning process that considers 

Order No. 679 provides that a public utility may file a petition for declaratory 

z6 Order No. 679-A, FERC Stats & Regs. 7 31,236 at P 86. Under Order No. 679, 
a Regional Transmission Organization such as PJM qualifies as a Commission-approved 
Transmission Organization for purposes of eligibility for the Transmission Organization 
incentive. Order No. 679, FERC Stats. & Regs. fi 31,222 at P 328. 

27 18 C.F.R. 9 35.35(i) 
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and evaluates projects for reliability and/or congestion and is found to be acceptable to 
the Commission; or (ii) a project has received construction approval from an appropriate 
state commission or state siting authority.”” Order No. 679-A also clarifies the 
operation of this rebuttable presumption by noting that the authorities and/or processes on 
which it is based (i .e“,  a regional planning process, a state commission, or siting 
authority) must, in fact, consider whether the project ensures reliability or reduces the 
cost of delivered power by reducing conge~tion,’~ 

a. Protests 

30. 
219. 

No party questions PATH’S entitlement to a rebuttable presumption under section 

b. Commission Determination 

3 1 I 
eligibility for transmission incentives under section 219. As PATH noted in its filing, the 
Project has been vetted and approved as part ofPJM’s 2007 RTEP, which constitutes “a 
fair and open regional planning p r~cess , ”~ ’  Moreover, there is substantial evidence that 
the Project ensures reliability by substantially reducing overloads on the current system 
and reduces the cost of delivered power by reducing congestion on 12 major 500 kV 
transmission routes in the region.” Accordingly, we find that PATH has satisfied the 
first prong of the Commission’s incentives test under section 219. 

We find the Project satisfies the requirements for a rebuttable presumption for 

3. The Nexus Requirement on all Incentives, and Section 205 
Requirements on CWIP and ROE 

32. 
demonstrate that there is a nexus between the incentive sought and the investment being 
made. The Commission has stated that in evaluating whether an applicant has satisfied 
the required nexus test, the Commission will examine the total package of incentives 
being sought, the interrelationship between any incentives, and how any requested 
incentives address the risks and challenges faced by the applicant in constructing the 

In addition to satisfying the section 219 requirement, an applicant must 

’* Order No. 679-A, FERC Stats. & Regs. 1 31,236 at P 58 

29 Id P 49 

30 Duquesiie Light Co , 11 8 FERC 7 61,087, at P 62-68 (2007), reh ‘gpending 

31 Ex No. PTH-106 at 2 

(Duquesne) 
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project.32 By its terms, this nexus test is fact-specific and requires the Commission to 
review each application on a case-by-case ba~ i s . ’~  Applicants must provide sufficient 
explanation and support to allow the Commission to evaluate the incentives. 

33. The Commission also finds that the Project satisfies the nexus requirement for 
each of the incentives as set forth below., PATH is undertaking considerable risk and 
challenges to develop and construct the Project., It has demonstrated a nexus between 
those risks and challenges and the incentives that it has requested. Accordingly, we will 
grant those incentives subject to the conditions set forth below. 

a. 100 Percent of CWIP 

34. In Order No. 679, the Commission established a policy that allows utilities to 
include, where appropriate, 100 percent of prudently-incurred transmission-related CWIP 
in rate base.34 We noted that this rate treatment will further the goals of section 219 by 
providing up-front regulatory certainty, rate stability, and improved cash flow for 
applicants thereby reducing the pressures on their finances caused by investing in 
transmission 

35. 
transmission-related CWIP prior to the in-service date of the Project. PATH identifies 
the primary benefit of this incentive treatment as the reduced costs to transmission 
customers as a result of the lower cost of debt that the utility can obtain when it includes 
CWIP in rate base.36 

36. PATH explains that the Project is a major undertaking in terms of scope and cost, 
involving construction across two states, multiple siting and permitting approvals, and a 
significant amount of business risk. The Project also has an estimated cost of $1.8 

PATH seeks authorization to place in rate base 100 percent of prudently-incurred 

” 18 C.F.R. 5 35.35(d); Order No. 679, FERC Stats. &Regs. 7 31,222 at P 26. 
See also Order No. 679-A, FERC Stats. & Regs. 7 31,236 at P 21 (“[Tlhe incentive(s) 
sought must be tailored to address the demonstrable risks and challenges faced by the 
applicant in undertaking the project.”). 

’’ See Order No. 679, FERC Stats. & Regs. 7 3 1,222 at P 18., 

34 Id. P 29, 117. 

35 Id. P 115 

Dr. Joensen’s Testimony, Exhibit No. PTH-200 at 18 
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billion.37 PATH further notes the increased financial risk of the Project due to its long 
construction time, as the projected completion date is in 2012. For all these reasons, 
PATH states: “It is essential, therefore . . . for the PATH project . . . to induce the capital 
markets to participate in the PATH project, and to do so on terms that will be most 
beneficial to those assigned cost responsibility for the proje~t.”~’ 

37. 
lenders, does not have an established credit rating or a debt repayment or earnings 
history.39 Financing for start-ups, then, is available based largely on projections of cash 
flow.,40 Moreover, PATH argues that including 100 percent of CWIP in rate base 
provides benefits to ratepayers and does not change the net present value to shareholders 
of the cash flow , 4 1  

PATH points out that a start-up company, from the perspective of investors and 

1. Protests 

38. 
individual incentive, they do take issue with the amount of CWIP to be included in the 
formula. These issues will be addressed in the Formula Rates and Estimated Inputs 
section of this order. 

While protesters do not contest the inclusion of CWIP in the formula as an 

i i .  Commission Determination 

39. PATH explains that the Project is a major undertaking in terms of scope and cost, 
involving constmction across two states, multiple siting and permitting approvals, and a 
significant amount of business risk. The Project has an estimated cost of $1.8 billion and 
has a long construction time of approximately five years.42 PATH also faces risks as a 
start-up company. PATH notes that start-up companies do not have established credit 
ratings, debt repayment history, or earnings history; thus, financing for start-ups is largely 
influenced by a company’s cash flow.43 

37 PATH Filing at 12 

” Ex No PTH-200 at 28 

39 Id at 23 

40 Id at 25 

4’ Id. at 24 

42 PATH Filing at 12 

43 Ex. No PTH-200 at 23,25 

Avera 
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40. Consistent with Order No. 679, we find that authorizing 100 percent of CWIP 
would enhance PATH’s cash flow, reduce interest expense, assist with financing, and 
improve coverage ratios used by rating agencies to determine credit quality by replacing 
non-cash AFUDC with cash earnings. Considering the size, scope, and construction lead 
time of the Project, we find that authorization of the CWIP incentive is appropriate to 
assist in the construction of this new transmission facility. 

41, This notion is especially true given PATH’s status as a start-up company. Cash 
flow projections provided in Exhibit PTH-201 indicate that PATH expects revenues from 
CWIP recovery to total over $430 million during the construction period from 2008 to 
2012. The Commission believes this substantial increase in cash flow will greatly assist 
PATH’s ability to obtain financing for the Project. 

42. 
have explained before, when certain large scale transmission projects come on line there 
is a risk that consumers may experience “rate shock” if CWIP is not permitted in rate 
base.44 By allowing CWIP for the Project, the rate impact of the Project can be spread 
over the entire construction period and will help consumers avoid a return on and of 
capitalized AFUDC.45 

43. 
I8 C.F.R. 9 35.25, PATH has an obligation to propose accounting procedures that ensure 
that customers will not be charged for both capitalized AFUDC and corresponding 
amounts of CWIP in rate base. PATH proposes to fulfill these requirements in Exhibit 
No. PTH-500. PATH proposes to use a software program to maintain its accounting 
records for electric plant assets during construction and when the project is placed in 
service. Further, it states that this system can calculate and capitalize AFUDC based on 
specific work orders, and all work orders for construction of the Project will be identified 
to ensure that no AFUDC is calculated on their balances.46 The Commission finds that 
these procedures are sufficient. 

We also find that CWIP will result in better rate stability for customers. As we 

Finally, consistent with the section 205 requirements for CWIP as required by 

See, e .g . ,  AEP, 116 FERC 7 61,059 at P 59, order on reh k, 118 FERC 761,041 44 

at P 27. 

45 Id. 

46 See PATH Filing, Appendix H at 4-5. See also Ex. No PTH-500. 
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b. Abandonment Costs 

i. Protests 

44. 
abandonment incentive, no party protests the abandonment incentive individually, 

While several protesters argue the combination of incentives inclusive of the 

ii. Commission Determination 

45. In Order No. 679, we found that this incentive is an effective means to encourage 
transmission development by reducing the risk of non-recovery of ~ o s t s . ~ ’  We will grant 
PATH’s request for recovery of 100 percent of prudently-incurred costs associated with 
abandonment of the Project, provided that the abandonment is a result of factors beyond 
the control of PATH, which must be demonstrated in a subsequent section 205 filing for 
recovery of abandoned plant, 48 

46. 
the recovery of prudently-incurred costs associated with abandoned transmission projects 
and its planned investment. These risks are especially significant for large scale projects, 
like the Project, that require multistate and federal approvals prior to completion. 
Granting PATH’s request for an abandonment incentive will help to ameliorate these 
risks and help ensure the completion of the Project. 

47. The Commission will not determine the justness and reasonableness of PATH’s 
abandoned plant recovery, i f  any, until PATH seeks such recovery in a section 205 filing. 
Order No. 679 specifically reserves the prudence determination for the later section 205 
filing which every utility is required to make if it seeks abandonment re~overy.~’ At this 
stage of the proceeding, we are granting this incentive, subject to PATH making the 
appropriate demonstration in a future section 205 filing. 

We find that PATH has shown, consistent with Order No. 679, a nexus between 

C. Pre-Commercial Costs 

i. Protests 

48. 
development [pre-commercial] costs over 60 months. AMP-Ohio states that PATH fails 

AMP-Ohio argues that PATH does not justify its proposal to amortize 

47 Order No 679, FERC Stats. & Regs 7 3 1,222 at P 163 

48 Id. P 165-66. 

49 Order No. 679, FERC Stats & Regs 1 3 1,222 at P 165-66 
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to explain why these costs should not be amortized over the depreciable life of the asset, 
consistent with traditional treatment of these types of costs. 

ii .  Commission Determination 

49. Like CWIP, in Order No. 679, the Commission permitted public utilities to 
expense prudently incurred pre-commercial costs to provide up-front regulatory certainty, 
rate stability, and improved cash flow for applicants.” Although PATH states that it is 
not requesting this incentive rate treatment for pre-commercial costs, PATH is attempting 
to recover such costs by deferring them as a regulatory asset and amortizing it during the 
construction period of the Project, 

50. PATH’s proposed recovery of pre-commercial costs, like the rate incentive for 
pre-commercial costs in Order No, 679, is different from the Commission’s traditional 
accounting and ratemaking treatment for pre-commercial costs. Traditionally, pre- 
commercial costs are deferred until construction of the project begins.51 Once 
construction of the project commences, the pre-commercial costs are transferred to 
Account 107, 52 accrue AFUDC, and provide no cash flow during the construction period,. 
Here, PATH proposes a mechanism where the pre-commercial costs are expensed 
through amortization and recovered in its formula rate during the construction period, 
providing the same effect as the rate incentive for pre-commercial costs in Order No,. 679., 
Accordingly, we will review PATH’s request to recover these costs as a request for 
incentives under Order No. 679.’’ 

5 1. 
costs to be expensed, rather than capitalized, are the preliminary survey and investigation 
(PSI) costs in Account 183. The Commission also noted that it will entertain proposals to 
expense other types of costs for consideration on a case-by-case basis. 

52. PATH generally proposes to amortize (expense) deferred PSI costs and PATH 
start-up and business administration costs during the construction period. Contrary to 
AMP-Ohio’s assertion, we find that authorizing the expense and recovery of these 

In Order No. 679, the Commission stated the types of pre-commercial operations 

50 Id. P 115 

For example, expenditures for preliminary surveys, plans, and investigations 
made for the purpose of determining the feasibility of utility projects under contemplation 
are deferred in Account 183 until construction of the project begins 

” Account 107, Construction Work in Progress - Electric 

53 Order No 679, FERC Stats & Regs 1 3 1,222 at P 1 15, 122 
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deferred pre-commercial costs would enhance PATH’s cash flow during the construction 
period, reduce interest expense, assist with financing, and improve coverage ratios used 
by rating agencies to determine credit quality Further, considering the size, scope, and 
construction lead time of the Project, we find that this incentive will assist in the 
construction of this new transmission facility. Accordingly, we conditionally grant 
PATH an incentive to recover its pre-commercial costs related to the construction of the 
Project. 

d. Hypothetical Capital Structure 

i. Protests 

53. 
structure and PATH’s requested ROE incentive, no party protested the hypothetical 
capital structure as a stand-alone incentive 

While several protesters argue the combination of the hypothetical capital 

ii. Commission Determination 

54. As stated in Order No. 679, use of hypothetical capital structures “can be an 
appropriate ratemaking tool for fostering new transmission in cextain relatively narrow 
 circumstance^."^^ The Commission found, however, that adoption of such a hypothetical 
capital structure would require a demonstration of the required nexus between the need 
for a hypothetical capital structure and the proposed investment project.55 While PATH 
does not request the use of the hypothetical capital structure as a formal incentive, the 
Commission has an obligation to determine whether the nexus has been satisfied under 
Order No, 679. We believe that PATH has met that burden in this case. 

55. 
lower debt costs for the company, while also permitting it to vary its financing vehicles to 
the needs of the construction process, including such issues as timing of expenditures, 
regulatory developments, and changes in financial market conditions. Moreover, we find 
that the use of a hypothetical capital structure of 50 percent debt and 50 percent equity 
during the Project’s construction period is a pragmatic approach to address PATH’s 
fluctuating capital structure.56 

PATH has sufficiently demonstrated that permitting this treatment will result in 

54 Order No 679-A, FERC Stats. & Regs. ’I[ 31,236 at P 93 

55 Id 

56 See TrAILCo, 1 19 FERC fi 6 1,2 19 at P 74-76 
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56 Upon completion of the Project, the Commission directs PATH to adopt a capital 
structure based upon its actual financing presented in its Form No. 1, consistent with 
Commission precedent for PJM Transmission Owners with formula rates.57 PATH does 
not provide a sufficient nexus for the use of a hypothetical capital structure once the 
Project financing is completed or the need for flexibility when construction is completed. 

e. ROE Incentives 

57. As noted earlier, in Order No 679-A, the Commission clarified that its nexus test 
is met when an applicant demonstrates that the total package of incentives requested is 
“tailored to address the demonstrable risks or challenges faced by the applicant ’15’ The 
Commission noted that this nexus test is fact-specific and requires the Commission to 
review each application on a case-by-case basis. 

58. 
noted that in evaluating whether the total package of incentives requested is “tailored to 
address the demonstrable risks or challenges faced by the applicant,” the question of 
whether a project is routine is pr~bative.’~ The Commission elaborated on how it will 
evaluate projects to determine whether they are routine and the effect this evaluation has 
on an applicant’s request for incentives.60 The Commission stated that: (1) it will 

The Commission recently provided clarification on the nexus test. Specifically, it 

57 All of the P.JM transmission owners with this type of formula rate calculate their 
capital structures based upon actual data in their FERC Form No. 1 See Atlantic City 
Electric Company, Baltimore Gas & Electric Company, Delmarva Power & Light 
Company, Potomac Electric Power Company, Commonwealth Edison Company, and 
UGI Utilities, as filed in their formula rates under the PJM OATT, FERC Electric Tariff, 
Sixth Rev. Vol. No. 1, A@. H-1, H-2, H-3, H-9, H-13 and H-8C, respectively. 

58 Order No. 679-A, FERC Stats. & Regs. fi 3 1,236 at P 40 

59 Baltimore Gas & Elec. Co., 120 FERC fi 61,084, at P 48 (2007) (BG&E) 

6o In that respect, the Commission explained its determinations regarding routine 
investments in Order Nos. 679 and 679-A: 

[W]e held in Order No. 679 that routine investments “may not always 
qualify” for incentives. However, we did not find that they would never 
qualify. Similarly, in Order No. 679-A, we held that projects with “special 
risks and challenges” present “the most compelling case” for incentives, but 
did not hold they are the only projects that can qualify for incentives. 
Second, we held that routine investments “to meet existing reliability 
standards” may not always qualify for incentives. However, we did not 
hold that, if a project‘s primary or sole purpose is to maintain reliability, it 

(continued.. .) 
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consider all relevant factors presented by the applicant to determine whether or not a 
project is routine;6’ and (2) applicants must provide detailed factual information in 
support of the factors they rely upon.62 Additionally, the Commission clarified that 
“when an applicant has adequately demonstrated that the project for which it requests an 
incentive is not routine, that applicant has, for purposes of the nexus test, shown that the 
project faces risks and challenges that merit an incentive.”63 Finally, the Commission 
stated that if it determines that a project is routine, an applicant is not foreclosed from the 
requested incentive; it may show that its project faces risks and challenges or provides 
sufficient benefits to warrant incentive rate treatment.64 

1. PATH’S ROE Request 

59. 
in the alternative, approval of a 150 basis point adder (in addition to the 50 basis point 
adder for RTO participation) to result in an overall ROE of 14 3 percent 

60 
necessary to address the following risks: (1) the large size of the financial investment; 

In its filing, PATH seeks an ROE at the high end of the zone of reasonableness or, 

With respect to the nexus requirement, PATH states that an incentive ROE is 

should not he eligible for incentives. Indeed, to do so would have been to 
disregard the plain language of section 219, which required the 
Commission to adopt a rule that “promote[s] reliable and economically 
efficient transmission and generation of electricity by promoting capital 
investment in the enlargement, improvement, maintenance, and operation 
of all facilities for the transmission of electric energy in interstate 
commerce.” 

Id. P 5 1 (footnotes omitted) 

6’ These factors include, but are not limited to: (1) the scope of the project (e.g., 
dollar investment, increase in transfer capability, involvement of multiple entities or 
jurisdictions, size, effect on region); (2) the effect of the project (e”.g., improving 
reliability or reducing congestion costs); and ( 3 )  the challenges or risks faced by the 
project (e.g., siting, internal competition for financing with other projects, long lead 
times, regulatory and political risks, specific financing challenges, other impediments). 
Id. P 52. 

See id. P 5 3. 

63 Id. P 54. 

Id. P 55. 
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(2) the need for coordination between Allegheny and AEP over two service territories; 
(3) regulatory risks; (4) the need to attract investment; (5) the need for siting approval in 
two states; and (6) the fact that PJM has established an aggressive timetable for the 
Project to be placed into service. PATH explains the risks involved with siting given the 
size of this Project, by referencing AEP's Jacksons Ferry-Wyoming 765 kV transmission 
line, located in Virginia and West Virginia spanning 90 miles. PATH states that for 
AEP's Jacksons Ferry-Wyoming 765 kV transmission line, the siting alone took 13 years 
and cost $50 million out of the total $306 million cost, involving two state commissions 
and five federal agencies." 

61. PATH provides a discounted cash flow analysis (DCF) using a single step constant 
growth rate calculation, and a proxy group of northeast utilities, to result in a range of 
reasonable returns of7.9 percent to 16.7 percent, with a midpoint of 12.3 percent. PATH 
states that based on its DCF, its requested ROE is within the range of reasonable returns 
and therefore, just and reasonable.66 

62. PATH proposes a proxy group of 15 transmission owners with publicly-traded 
stock in the Northeast, 67 consistent with the approach approved in Opinion No. 489.68 
PATH states that this 15 company proxy group was a result of eliminating utilities that: 
(1) do not pay common dividends; (2) for which no International Brokers Estimation 

65 EX. No. PTH-I00 at 34. 

66 Ex. No. PTH-400 

'' These 15 companies are: American Electric Power Co., Central Vermont Public 
Service, Consolidated Edison, Inc., Constellation Energy Group, Dominion Resources, 
DPL Inc,., Exelon Corporation, FirstEnergy Corporation, FPL Group, Inc.,, Northeast 
Utilities, NSTAR, Pepco Holdings, Inc., PPL Corporation, Public Service Enterprise 
Group, and UIL Holdings. 

The Commission authorized the establishment of IS0 New England as an RTO, 
and permitted certain ROE incentives in a series of orders issued effective as of the date 
of RTO operations. See IS0  New England, Inc., 106 FERC 761,280, at P 249 (RTO 
Order), order on reh g and compliance, 109 FERC 161,147 (2004) (RTO Rehearing 
Order) (granting the RTO operations effective date of February 1,2005), order on reh 'g 
and compliance, 1 10 FERC 1 61,111 (February IO, 200.5 Order), order on reh 'g and 
compliance, 1 10 FERC 7 61,335 (2005) (March 24,200.5 Order), order on reh g, 
11 1 FERC 161,344 (2005) (June 2, 200.5 Order), Bangor Hydro-Electric Co., 11 1 FERC 
7 63,048 (2005) (Initial Decision), Bangor Hydro-Electric Co", Opinion No. 489, 
117 FERC 1 61,129 (2006) (Opinion No 489), reh 'gpmding. 
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System International, Inc. (IBES) or Value Line data was available; (3) were in the 
process of merger  proceeding^;^^ and (4) have primary business operations as natural gas 
pipe~ines.~’ 

63, 
Bluefield Water Works Le hnprovemeni Co. v. Public S e w  Comni ‘n of Wesi Virginia 7’ 

and FPC v Hope Natural Gas Co ,12 its DCF analysis incorporated the measures of 
investment 
operating in adjacent Transmission Organizations and facing similar circumstances helps 
to avoid regional discriminations with no underlying economic justification, and provides 
greater assurance that the resulting ROES will further the policy goals of this Commission 
and the Congress.”74 

64., 
community and referenced by investors as an objective measure of risk, noting that the 
Commission relied on corporate credit ratings as the “single defining risk indicator” in its 
decision to establish an allowed ROE above the midpoint of the zone of reasonableness in 
Opinion NO 4 4 . ~ . ~ ’  

65. PATH states that the salient criteria in establishing a meaningful proxy group to 
estimate investor’s required return is comparable risk within the proxy group, under the 
regulatory standards of Hope and Bluefield. Relying on the published corporate credit 

Further, PATH explains that to be consistent with the Supreme Couri’s findings in 

PATH states that “expanding the proxy group to include utilities 

PATH explains that corporate credit ratings are widely cited in the investment 

69 In Ex No. PTH-400 at 30, PATH states that it eliminated Energy East 
Corporation from the proxy group because it has agreed to be acquired. 

70 Id. at 30. PATH states that it excluded IJGI Corporation consistent with the 
Commission’s findings in Opinion No. 489, 11 7 FERC 1 61,129 at P 37, given its 
primary status as a natural gas company. 

71 262 U S .  679 (1923) (Bluefield). 

l2  320 U.S. 591 (1944) (Hope). 

73 Ex. No. PTH-400 at 6,36. Specifically, PATH has chosen Standard and Poor’s 
(S&P) corporate credit ratings, Value Line’s Safety Rankings, and Financial Strength 
Rating as the objective measures of risk in developing its proxy group. 

74 Id. at 34 

75 Souihern Calfornia Edisoii Co“, 92 FERC 1 61,070, at 61,264 (2000) (Opinion 
No, 445). 



Docket No. ER08-386-000 

Attachment to Response to PSC -2 Question No. 17(c) 
Page 21 or52 

Avers 

ratings of its parent companies; AEP (BBB) and Allegheny (BBB-), and relying on 
additional investment risk c~iteria,~‘ PATH states that its proxy group is consistent with 
this standard 77 

ii. Protests 

66. 
incentives AEP and Alleg/ieny and that the risks to PATH have, as a result, been reduced. 
Specifically, the sum of the proposed costs of the two earlier projects is more than twice 
the cost of the current Project and would have taken twice as long to complete, according 
to JCA. Therefore, JCA requests that there should either be no additional ROE incentive 
allowed beyond the 50 basis point RTO membership incentive, or the requested 150 basis 
points should be greatly reduced and the exact number should be determined at an 
evidentiary hearing. 

67. AMP-Ohio questions the need for such a high ROE since AEP has “double- 
leveraged” PATH and will he receiving a higher return based on this business structure.” 

68. 
that any particular ROE is required, let alone an ROE of 14.3 percent. Protesters state 
that for example, while PATH cites to the ‘‘sheer size” of the Project, it does not discuss 
the size of the Project in relative terms compared to the existing transmission rate base of 
AEP or Allegheny.79 

69. 
considerations showing that a lower ROE would be sufficient. First, protesters state that 
the fact that two large experienced companies are partnering on the Project ameliorates 
the risks of the Project and facilitates the best practices of each company. Second, 
protesters state that the fact that the Project is intended to go into service relatively 
quickly tends to offset risks. Third, protesters state that both AEP and Allegheny have 
extensive experience with the relevant authorities in each state where the project is to be 
constructed, further mitigating risk. Fourth, protesters state that PATH’s assertion that it 
is exposed to more risk as a start-up company is belied by the fact that both AEP and 

JCA argues that circumstances have materially changed since the granting of 

Protesters state that PATH’s general discussions of risk do not support a finding 

Protesters state that the risk factors identified by PATH counterbalance 

76 Such as Value Line’s Safety Rankings and Financial Strength Rating 

77 Ex. No. PTH-400 at 37. 

’* AMP-Ohio Protest at 8 

79 ODEC Protest at 10 (citing Southern California Edison Co., 121 FERC 
fi 61,168, at P 45 (2007)). 



Docket No ER08-386-000 

Attacliment to Response to PSC -2 Question No. 171~) 
Page 22 of 52 

Avera 

Allegheny will derive benefits from the corporate structure of the Project. For example, 
while AEP and Allegheny create new entities to file formula rates with multiple 
incentives for new transmission investment, the revenue requirements for their existing 
transmission facilities (which are depreciating each year) are fixed under “stated rates” in 
PJM and remain insulated from review except through a complaint under section 206 o f  
the FPA. 

70. 
from AEP and Allegheny.” Protesters point out that as a result of this “start-up”, both 
AEP and Allegheny will have an incentive to fund this “equity” infusion with debt at a 
lower cost, while still recovering the higher cost “equity” return on this debt capital from 
ratepayers. ODEC states that this problem is compounded by an ROE incentive. In this 
scenario, when profits from transmission subsidiaries like PATH are transferred to the 
parent company there is a potential that the subsidiary’s equity component (resulting 
from the incentive adders) will end up in the parent company equity on which further 
incentive adders may be sought. 

71. 
incentives when AEP and Allegheny create new entities to file formulary rates with 
multiple incentives for new major transmission investment while the revenue 
requirements for the remainder of their transmission facilities (that are depreciating each 
year) are fixed under zonal rates in PJM.”81 

72. 
percent or less of their revenues are derived from regulated electric utility operations.” 

73. 
transmission assets in any of the northeast RTOs may be acceptable for determining an 
allowable ROE for multiple companies, such as the IS0 New England case, that is not 
the objective here. Protesters state that here, the objective is to develop an ROE for a 
single company alone, and therefore the proxy group should be comprised of companies 

Protesters state that the Project will be initially financed through equity infusions 

In addition, JCA argues that it is inappropriate for the Commission “to provide 

Protesters state that PATH uses companies in its proxy group where only 16 

Protesters point out that while PATH’S approach of including companies that own 

” ODEC Protest (citing Ex No. PTH-200 at 13-14). 

JCA Protest at P 43 

” Specifically, ODEC and JCA point to Constellation Energy Group and Exelon 
Corporation. ODEC Protest at 27; JCA Protest at P 48 
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who truly are comparable in risk to, and representative of PATH. ICA disagrees with 
Dr. Avera’s rejection of any linkage between a proxy company’s source of revenues, the 
risks related to those sources, and the ultimate returns required by investors. 

74. Protesters argue that PATH’s proxy group deviates from the northeast proxy group 
permitted in Opirzioiz No. 489. Protesters state that PATH’s use ofthree companies in the 
proxy group, Constellation Energy Group, PPL Corporation, and Exelon Corporation, are 
not comparable in risk to PATH, because their high-end growth rates are not sustainable. 
Thus, their inclusion in the proxy group fails the test of economic logic. For example, 
protesters point out that the growth rate for Constellation Energy Group is 16 percent in 
PATH’S proxy group calculation, Protesters state that this is higher than the 13.3 percent 
growth rate that the Commission found unsustainable in the RTO Rehearing Order for 
the New England transmission owner proxy 

75, Protesters state that PATH presents its parent company’s (AEP) zone of 
reasonable returns as 9.3 percent to 9.7 percent, with a midpoint of 9.5 percent. 
Protesters state that PATH does not justify or explain how the use of AEP as its parent 
company would not be an appropriate proxy. Protesters state that significant weight 
should be given to the use of the parent company in the DCF analysis. 

76. 
reasonable returns of 9.7 percent, rather than the midpoint of 12.3 percent as the base 
ROE. Protesters state that in Northwest Pipeline C o q ~ , * ~  the Commission determined 
that the median best represented the central tendency in a skewed distribution and is 
therefore preferable to the midpoint. The Commission stated that since the midpoint is 
the average of the highest and lowest numbers in the group, it is clearly subject to 

a3 

Protesters state that the Commission should rely on the median of PATH’s zone of 

83 JCA disagrees, for example, with the inclusion of Exelon Corporation in the 
proxy group, since approximately 50 percent of its revenues are derived from power 
generation, See JCA Protest at P 50. 

84 In the RTO Rehenring Order, 109 FERC 7 61,107 at P 204, the Commission 
excluded PPL from the New England transmission owner proxy group prior to setting the 
ROE for hearing because PPL’s growth rates were unsustainable. As part of the 
subsequent hearing proceedings, the Presiding Judge found that PPL’s growth rates had 
decreased to sustainable levels after the RTO Rehearing Order was issued, and therefore 
PPL was no longer an “outlier.” See Initial Decision, 11 1 FERC 11 61,048 at P 62. In 
Opinion No. 489, 117 FERC 7 61,129 at P 24-28, the Commission affirmed the Presiding 
Judge’s finding that PPL’s growth rates had decreased to sustainable levels, and 
subsequently included PPL in the New England transmission owner proxy group. 

85 99 FERC 7 61,305, at 62,276 (2002). 
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distortion by extremely high or low values. The Commission supported its rationale for 
using the median through statistical texts and concepts that are applicable genericall to 
any numerical distribution, not merely a pipeline DCF-calculated ROE distribution. 

77. Applying this Commission policy, ODEC provides a DCF analysis of7.9 percent 
to 14.3 percent, with a midpoint of 11.1 percent, and a median of 9.7 percent. In its DCF 
analysis for PATH, ODEC eliminates both the low-end and high-end returns for several 
companies. ODEC eliminates Dominion Resources, UIL Holdings and Central Vermont 
Public Service as outliers because their low-end DCF is too close to the cost of debt. 
ODEC eliminates Constellation Energy Group and Exelon Corporation because their 
high-end growth rates are not sustainable, ODEC further states that while PATH’s DCF 
lists an IBES growth rate of 12 percent for PPL Corporation, 14 percent is the current 
IBES growth rate for PPL Corporation according to the latest S&P earnings guide. 
ODEC states that the 12 percent is very near, and the 14 percent is above, the 13.3 
percent to be found unsustainable by the Commission in the RTO Rehearing Order. 
Because of this, ODEC eliminates PPL Corp. from its DCF calculation for PATH. 

78. Protesters further question PATH’s inclusion of certain companies based on their 
regional location. For example, AMP-Ohio points out that PATH only used companies 
from New York and New England, but failed to include companies from the Midwest 
ISO, Moreover, JCA takes issue with PATH’s inclusion in the proxy group of companies 
without a direct link to PJM JCA cites to TrAILCo to highlight the Commission’s 
finding that the burden should be placed on the applicant to demonstrate why companies 
lacking a direct link to the relevant RTO should be included in the proxy group from 
which the zone of reasonableness for its ROE will be derived. 

79“ 
filing, or in the alternative, suspend the ROE and set it for a full evidentiary hearing, 

& 

Protesters request that either the Commission issue a deficiency letter, reject the 

iii. PATH’s Answer 

80. In arguing that it has met the nexus requirement, PATH states that the cash flow 
analysis in Dr. Joenson’s testimony is based on the projected earnings of PATH during 
the construction period and the year when the plant is to go into service and demonstrates 
the need for increased cash flow. Further, PATH argues that while protesters criticize 
Dr. Joenson’s cash flow analysis for not preparing sensitivity analyses to determine 
whether ROE levels other than the one requested would produce satisfactory coverage 
ratios, the protests ignore the other two independent bases of support for the requested 
14.3 percent ROE. Specifically, PATH asserts the other two forms of support were: 

86 ODEC explains in more detail the skewed effect of PATH’s proxy group 
dishibution by its use of the midpoint. ODEC Protest at 32 
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(1) the analyses presented by Dr. Joenson and Dr. Avera of the Project’s risk and the 
nexus to the requested 150 basis point incentive adder, in light o f  the Commission 
precedent discussed in this testimony as will as in the filing’s transmittal letter; and 
(2) the DCF analysis presented by Dr. Avera. PATH states that the absence of a 
sensitivity analysis does not detract from the basic conclusion that PATH has supported 
its request for a 14 3 percent incentive-based ROE, or, alternatively, a 150 basis point 
adder to the base ROE determined at hearing. 

81. PATH states that protesters incorrectly assert that Dr. Joenson should have used 
the S&P’s risk profiles of American Transmission Company and ITC Holdings 
Corporation in development of his coverage ratio, stating that these companies are not 
comparable to PATH because they hold operating assets that generate substantial cash 
flow, whereas PATH is a start-up company with no operating assets. PATH states that it 
has a greater degree of risk and is appropriately classified with companies with higher 
business risk profiles. Further, PATH states that ODEC’s calculation of cash flows, in 
developing a coverage ratio analysiss7 are inconsistent with how the financial community 
calculates coverage ratio analyses and provide no meaningful information. 

82. PATH avers that while it does not seek authorization of an incentive-based ROE 
adder specific to advanced technologies involved in the PATH project, it urges the 
Commission to consider the unchallenged support provided in the rate filings as part of 
its evaluation of  the requested 150 basis point adder and/or PATH’S requested incentive 
ROE of 14.3 percent. 

83. 
ROE incentive: the analysis of risks in light of Commission precedent on the ROE 
incentive, the DCF analysis demonstrating the resulting ROE within the range of 
reasonable returns, and the cash flow analysis demonstrating the need for increased cash 
flow. PATH states that its demonstrations amply support the need for, and the justness 
and reasonableness of, the requested ROE incentives. PATH argues that the Commission 
has already found that all baseline projects within the PJM RTEP are, by definition, non- 
routine, and therefore worthy of incentives.” PATH states that consistent with prior 
orders granting incentives, the Commission should grant the incentives here. 

84. PATH states that it developed its proxy group consistent with the Commission’s 
direction in Opinion No. 489 and Duquesne using utilities “with a direct correlation to 

PATH states that it provided three independent bases to support the requested 

’’ Specifically, Earnings Before Interest and TaxedInterest ratios. 

PATH Answer at 6 (citing BG&E, 120 FERC 1 61,084 at P 54, 58; 
Commonwealth Edison Co., 119 FERC 1 61,238, order on reh ‘g 122 FERC 161,037, at 
P 27 (2008)). 
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P.JM or to the broader markets with which PJM interacts.”89 PATH states that after 
applying the Commission’s one-step DCF model to the Northeast transmission owner 
proxy group, the resulting cost of equity estimates ranged from a low of 1.4 percent to a 
high of 21.1 percent. PATH states that it then applied the same tests of economic logic 
adopted by the Commission in several prior cases, eliminating low-end estimates (i ,e. ,  
those that are essentially equal to or below the yield offered by senior long-term debt) 
and extreme high-end outliers that fail the fundamental tests of economic logic.9o 

85. PATH states that protesters err in stating that Commission policy requires PATH 
to remove utilities from its proxy group that rely upon non-transmission sources of 
revenues. PATH states that the Commission has rejected this argument on multiple 
occasions, specifically, in Midwest I S 0  I, the Commission concluded that “[wle are 
unpersuaded . . . that transmission investments are less risky than the other investments of 
the Midwest IS0 TO proxy companie~.”~’ PATH states that similarly, in Opiiiion 
No 489, the Commission upheld this position, rejecting arguments that PPL Corporation 
and Exelon Corporation should be removed from the northeast utility company proxy 
group, because these utilities “provide a sufficiently representative universe of companies 
for calculating an ROE in this case . . .r’92 despite their non-transmission, non-regulated 
branches of operations. 

86. PATH states that protesters err in their assertion that its DCF is flawed because it 
did not eliminate both the low-end and the high-end results for a company when one of 
these results defied economic logic. PATH states that the protesters mischaracterize the 
Opinion No. 489 proceedings. PATH states that the Commission did not require that 
low-end and high-end results for a company should be eliminated when one of these 
results defied economic logic, but rather, the Commission was responding to protests 
requesting that UIL Corporation’s high-end estimate should be substituted for its illogical 
low-end value to establish the bottom of the zone of reasonableness. PATH argues that 
the Presiding Judge and the Commission rejected this approach as counter to the 
Commission’s accepted DCF method, which requires a separate low and high estimate 

89 Duquesne, 1 18 FERC 7 61,087 at P 73. 

PATH Answer at 8 (citations omitted) 

91 Midwest Iiidep. Transmission Sys. Operutor, Iiic., 100 FERC 7 61,292, at P 12 
(2002) (Midwest I S 0  I ) ,  order denyiiig reh g ,  Midwest Indep. Traiisinissioii Sys. 
Operator, Iiic“, 102 FERC 7 61,143 (2003) (Midwest I S 0  II), on voluiitaly rernaizd, 
106 FERC 7 61,302 (2004) (Midwest IS0 III), aff’d, Public Seiv Comm ’ii ofKentucky v. 
FERC, 397 F.3d 1004 (D.C Cir. 2005). 

920pinion No. 489, 117FERC761,129atP8. 
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for proxy firms. As the Commission concluded, “we agree with the presiding judge that 
having excluded UIL’s low-end ROE, it would have been improper to then use IJIL’s 
high end ROE to establish the low-end ROE for the proxy 
contrary to protesters’ contention, this does not require that both the low-end and the 
high-end estimates must be excluded if one is found to be illogical, only that they cannot 
be substituted for one another. 

87. PATH states that protesters misrepresent the Commission’s prior findings, 
contending that the Commission found that the median should be used rather than the 
midpoint. PATH states that this is incorrect. PATH argues that in Midwest IS0  III, the 
Commission emphasized that the objective of its discussion was not to make any generic 
determination that would apply to other proceedings. PATH cites to Midwest I S 0  III at 
P 9-10, which states: 

PATH states that 

As an initial matter, we emphasize that the primary question to be 
considered here is not what constitutes the best overall method for 
determining ROE generically (i,e., the midpoint versus the median or 
mean); it is whether the use of the midpoint is most appropriate in this 
case. 94 

88, 
whatsoever that would reverse its clear preference for the midpoint in evaluating the ROE 
for individual electric utilities, 

PATH states that contrary to ODEC’s assertion, the Commission made no finding 

iv. Cornmission Determination 

89. Since we have found that that the Project here satisfies the requirements of section 
219, we are tasked with two remaining determinations on the ROE incentive; whether 
this incentive meets the nexus test, and whether this incentive fulfills the requirements of 
section 205. 

90. 
zone of reasonableness. 

91. 
has far-reaching scope and regional benefits as a backbone transmission project that will 
relieve transmission constraints along a critical mid-Atlantic corridor. It also faces 

We find that the Project satisfies the nexus test for an ROE in the high end of the 

First, we note that the Project is a baseline project in PJM’s RTEP. The Project 

93 PATH Answer at P 13 (citing Opinion No. 489, 11 7 FERC 1 61,129 at P 54) 

94 PATH Filing at 14. 
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significant risks related to the magnitude of the financial investment required” and the 
involvement of multiple entities and  jurisdiction^.^^ As described by PATH, the Project 
also faces significant siting issues such as the difficulty in obtaining timely approvals in 
various locations, which can be both protracted and challenging. PATH emphasizes that 
the Project requires the balancing of competing interests by state siting agen~ies.~’ The 
Project also presents a lead time which presents financial risks because a significant time 
period may pass before any costs are recovered and the extended time period exposes the 
Project potentially to additional regulatory, siting, cost increase, and other risks.98 
Additionally, in undertaking this significant capital-intensive project, PATH’s ability to 
secure financing for transmission projects may be impacted as its borrowing needs 
increase overall. We find here that granting the ROE incentive conditioned on our 
section 205 determinations below, will encourage investment in a transmission project 
with substantial risks. 

92. 
resulting ROE is unjust and unreasonable. 

93. 
several protesters in this proceeding. The Supreme Court has provided guidance in two 
often cited decisions regarding the range of allowed returns that may be permitted in a 
particular case., In Bluefield, the Court stated that the approved return should be 
“reasonably sufficient to assure confidence in the financial soundness of the utility, and 
should be adequate, under efficient and economical management, to maintain and support 
its credit, and enable it to raise the money necessary for the proper discharge of its public 
duties.”99 In Hope, the Court provided additional guidance on this issue: 

We turn to PATH’s section 205 demonstration, and protesters’ assertions that the 

A number of adjustments to PATH’s proposed proxy group were proposed by 

From the investor or company point of view, it is important that 
there be enough revenue not only for operating expenses but also for 
the capital costs of the business. These include service on the debt 
and dividends on the stock. By that standard the return to the equity 
owner should be commensurate with returns on investments in other 

95 The Project is estimated to cost $1.8 billion. See PATH Filing at 12; Ex 

96 Ex. No. PTH-100 at 33-34. 

97 Id. 

Id. 

No. PTH-100 at 15. 

99 262 U S. at 69.3. 
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enterprises having corresponding risks The return, moreover, 
should be sufficient to assure confidence in the financial integrity of 
the enterprise, so as to maintain its credit and attract capital."' 

94. 
additional guidance on the development of a proxy group in Opinion No 44.5, Opinion 
No, 489, and the Mzdwesi I S 0  series of orders. In Midwesf I S 0  I ,  the Commission 
accepted a proxy group of Midwest IS0 transmission owners, in setting an ROE 
applicable to the participating transmission owners in the Midwest Independent 
Transmission System Operator, Inc. (Midwest ISO).'o' In Opiiiioii No. 489, the 
Commission utilized a 10-company proxy group made up of northeast utility companies, 
i,,e., transmission owning entities doing business in the RTO at issue (IS0 New England, 
Inc. (ISO-NE)), as well as in the broader, but interrelated RTO markets operated by PJM 
and the New York Independent System Operator, Inc. (New York ISO). 

95. 
interrelated RTO markets operated by PJM, ISO-NE and the New York IS0 to begin its 
DCF analysis. PATH then applied the following screening criteria, consistent with this 
Commission precedent, as part of its analysis by excluding: (1) those utilities that are not 
currently paying cash dividends; (2) utilities that have announced a merger during the 
six-month period used to calculate the dividend yields; (3) utilities primarily operating as 
natural gas companies; and (4) utilities that do not have both an IBES growth rate and 
Value Line data. 

96. 
group does not sufficiently screen for risk because it includes various companies in its 
proxy group whose corporate credit ratings are not comparable. Further, PATH has not 
sufficiently screened its proxy group for unsustainable growth rates. Finally, PATH has 
excluded certain low-end utilities' returns inconsistent with the Commission's policy on 
electric utilities. Therefore, PATH's final proxy group, as proposed, is unjust and 
unreasonable. 

97. We agree with protesters that we must consider the proxy group consistent with 
Hope, i,e., whether the proxy group is composed of companies with comparable risk to 
that of PATH. It is reasonable to use the proxy companies' corporate credit rating as a 
good measure of investment risk, since this rating considers both the financial risk and 
the business risk of the company. 

As both PATH and the protesters point out, the Commission has provided 

We find that PATH used the appropriate initial proxy group of entities within the 

However, while PATH states that it did apply a screen for risk, PATH's proxy 

loo 320 U.S. at 603. 

lo' See Midwest I S 0  I ,  100 FERC 7 61,292 at P 32 
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98., As PATH notes, its parent companies' corporate credit ratings are BBB- 
(Allegheny) and BBB (AEP).,"* We will apply the following additional screening 
criteria to PATH'S proxy group presented in Ex. No. PTH-402, consistent with 
Commission precedent: (1) corporate credit ratings of BBB- to BBB+ or the equivalent 
Moody's rating;Io3 (2) elimination of companies with unsustainable growth rates; '04 and 
(3) exclusion of companies whose low-end return is at or below the cost of debt.Io5 

99" Based on this, we exclude Dominion Resources, Consolidated Edison, NSTAR, 
and FPL Group, Inc. from the proxy group, because their corporate credit ratings are not 
within the "comparable risk" band outlined in Opinion No 44.5 and as detailed above 

100. We agree with protesters that the inclusion of PS Enterprise Group and 
Constellation Energy Group in this proxy group is inappropriate, consistent with the 
Commission's findings in the RTO Rehearing Order lo6 In that proceeding, we outlined 
that a 13.3 percent growth rate is not a sustainable growth rate over time and therefore 
does not meet threshold tests of economic logic. These companies' growth rates exceed 
that threshold established in the RTO Rehearing Ouder.'07 We disagree with protesters 
that PPL should be eliminated from the proxy group because of its growth rate. Based on 
the August 31 and September 28,2007 data using Value Line and IBES,"' PPL has a 
growth rate of 8 to 12 percent. While protesters rely upon the August 31 and 
September 28, 2007 data to support their own DCF analysis, they inexplicably recalculate 
PPL's growth rates using data from an entirely different time period. 

lo' Ex. No. PTH-400 at 37 

IO3 Opinion No 44.5,92 FERC 11 61,070 at 61,264 (advocating the use of a proxy 

IO4 IS0  New England, IK., 109 FERC 7 6 I ,  147, at P 205 (2004) 

IO5 Opinion No, 44.5,92 FERC 7 61,070 at 61,266; Opinion No. 489, 1 17 FERC 

IO6 I09 FERC 7 61,147 at P 205 

lo' Specifically, Ex. No. PTH-402 lists Constellation Energy Group's growth rate 

group of utilities with comparable bond ratings). 

761,129 at P 54-60. 

as 16 percent, Exelon Corporation's growth rate is 14 percent, and PS Enterprise Group's 
growth rate is 18 percent. 

IO8 Ex. No. PTH-402. 
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101. 
ROE is lower than its own cost of debt should not be included in the proxy group. 
While Opinion No 44.5 did not establish a bright line regarding how much of a rate 
differential would support the inclusion or exclusion of a company from the proxy group, 
Opinioiz No. 489 established that such a determination would be made specific to the 
facts of each case. Here, PATH proposes to exclude one component of UIL Holdings, 
but not the other. Specifically, PATH proposes to exclude the low-end return of 6 ,7  
percent of UIL Holdings, but leave in UIL Holdings high-end return of 16 percent., As a 
preliminary matter, removing only the low-end return of a single company included in a 
proxy group, but leaving in its high-end return could impose a bias resulting in a higher 
ROE, since the midpoint of any zone of reasonable returns is determined by using only 
the low-end and the high-end returns, and none of the returns in between. 

102. 
provides speculative forecasting of this indexed cost of debt by using data from one year 
(2007) to forecast bond yields into 2012, in support of excluding the low-end return result 
of UIL Holdings. PATH’s support is insufficient to establish that this low-end result 
should be removed. This flawed support is exacerbated by the fact that removing only 
the low-end return results in a hias. We will therefore include UIL, Holdings in the proxy 
group. With our adjustments to PATH’s proxy group on the basis of risk and growth 
rates, UIL Holdings low-end return of 6.7 percent sets the low end of the zone of 
reasonable returns for the entire proxy group. Likewise, UIL Holdings high-end return of 
16 percent sets the high end of the zone of reasonable returns for the entire proxy group, 

103, 
American Electric Power Corporation, Central Vermont Public Service, DPL Inc., 
FirstEnergy Corporation Northeast Utilities, Pepco Holdings, UIL Holdings, and PPL 
Corporation, which establishes a zone of reasonable returns of 6.7 percent to 16 percent. 

104. Based on this revised proxy group and the risks faced by the project, the 
Commission will grant PATH’s request for an ROE of 14.3 percent, which is within the 
high end of the zone of reasonableness, but not at the high end of 16 percent. This ROE 
being granted herein is considered inclusive of the 50 basis point ROE incentive granted 
for RTO participation. Thus, we will not grant a 150 basis point adder onto a midpoint or 
median retum. Therefore, protesters’ concerns, whether the midpoint or median should 

In both Opinion No. 445 and Opinion No. 489, we found that a company whose 
109 

Further, UIL Holdings’ low-end return result is above the cost of debt. PATH 

Based on this analysis, supra, we find that PATH’s proxy group should include: 

log Opinion No. 445,92 FERC 7 61,070 at 61,266. 
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be used, are moot. Further, by nature of the overall ROE being within the high end of the 
zone of reasonableness, but not at the high end, we have adjusted the ROE to reflect the 
total package of incentives requested herein 

105 
company proxy group PATH proposes here”’ is a good starting point for companies in 
P.JM to use to develop an individual proxy that takes into account comparable risks. The 
exclusion of certain companies in this case does not preclude other companies in the 
region from proposing to use these excluded companies in developing a proxy group in 
the future, gwen comparable risk characteristics. To do so would disregard the mutable 
nature of the market data used in the screening criteria for the proxy group consistent 
with Hope In other words, utilities’ corporate credit ratings change over time. Utilities’ 
growth rates change over time. What may not be sustainable or comparable at this point 
in time, may be comparable at a future date, by a different company. 

Finally, despite our limiting PATH’s proxy group, we emphasize that the 15- 

4. Total Package 

a. PATH’s DroDosal 

106. PATH states that the total package of incentives is tailored to address the 
demonstrable risks or challenges faced in construction of the Project for several reasons. 
First, PATH states that the recommended ROE of 14.3 percent is well below the upper 
end of the zone of reasonable returns, so there is no further need for a downward 
adjustment ‘ ‘ I  Second, PATH states that while inclusion of CWIP in rate base will 
impact PATH’s credit rating, it will not have a measurable effect on overall risk, because 
it changes only the timing of the recovery, not the absolute amount of recovery. Third, 
while the opportunity to recover costs associated with plant that is abandoned moderates 
regulatory risk associated with new transmission investment, this reduction in investment 
risk is offset by the uncertainties that accompany a section 205 filing, which the 
Commission requires before abandoned plant costs can be recovered.”’ Finally, PATH 
states that while the Commission elected to reduce the ROE incentive for new 

Specifically, American Electric Power, Central Vermont Public Service, 
Consolidated Edison, Constellation Energy Group, Dominion Resources, DPL, Inc., 
Exelon Corporation, FirstEnergy Corporation, FPL Group, Northeast Utilities, NSTAR, 
Pepco Holdings, PPL Corporation, PS Enterprise Group, and UIL Holdings. 

Ex. No. PTH-400 at 71 

’I’ Id at 71-72 
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transmission investment from 150 basis points to 125 basis points in Soufherti California 
Edisoiz Co., there are important differences in the use of advanced technologies between 
these projects. 

b. Protests 

107 
voltage transmission facilities in P.JM, they cannot endorse the significant quartet of 
incentives proposed by PATH. 

108. Protesters state that the Commission should revisit the issue of whether the 
“incentive rate treatments such as the recovery of CWIP and pre-constructionlpre- 
operating costs may result in a lowered risk assessment that would affect the need for an 
ROE rate incentive to compensate for that 
Commission set the ROE incentive for. hearing (exclusive of the 50 basis point adder for 
RTO participation), to determine whether it is just and reasonable in the context of the 
total package of  incentive^."^ 

109. Protesters request that the Commission adjust the ROE incentive to reflect the 
reduced risk effect of the total package of incentives in the event that the Commission 
does not set the appropriate level of ROE incentive for hearing. Protesters state that such 
an adjustment taking into account the total package of incentives would be consistent 
with the Commission’s decision in Southern California Edison Co. Protesters request 
that the Commission limit the transmission incentive to not more than 50 basis points, 
plus the 50 basis points for RTO participation. 

110. Protesters state that based upon the Commission’s assumption that the inclusion 
of the Project as a baseline PJM RTEP project establishes a presumption of 
reliability/congestion relief benefits, the presumption that the Project provides such cost- 
effective benefits should not continue to apply if the Project exceeds its estimated costs or 
is delayed beyond the proposed 2012 in-service date. Protesters assert that reliability 
benefits diminish the longer the Project is delayed, and cost overruns offset any 
congestion benefits the Project might provide. Protesters state that in such circumstances, 
the predicate for granting incentives no longer holds true. 

Protesters state that while they strongly support construction of new regional high 

Protesters request that the 

‘ I 3  Id at ’72 

‘I4 ODEC Protest at 23 (cifing Allegheny II, 1 18 FERC 7 61,042 at P 40; AEP II, 

‘I5 ODEC Protest at 16 

118FERC1]61,041 atP32).  
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1 11. 
demonstrate that it needed both the ROE incentive and the CWIP incentive combined, to 
maintain investment grade rating, does not take into consideration the parent companies’ 
current investment-grade rating, Protesters state that PATH does not provide the 
underlying assumptions in its coverage ratio analysis, such as the assumed interest rate(s) 
used in the hypothetical capital structure, the assumed CWIP and plant in-service 
balances and resulting rate base for each year, and the overall weighted average rate of 
return (ROR), among other things. Protesters state that the filing to justify this 
combination of incentives, is devoid of work papers showing the calculations for taxes, 
assumed revenues and expenses. Protesters state that in addition to this, PATH does not 
provide any sensitivity analyses to show what the results would be if different ROES were 
used. Further, when PATH reports S&P’s ratings criteria for comparison purposes, it 
does so only with regards to criteria used for higher risk companies (with S&P’s business 
risk profiles of 5 and higher). Protesters state that this choice does not reconcile with 
S&P’s determination that typical business risk profiles for “large transmission systems 
and regulated distribution systems (the ‘wires’ business) business profile assessments 
tend to fall within the 1-4 range ”’“ 
112. 
testimony in its filing,’I7 PATH would still be able to maintain its corporate credit rating 
if it were given both CWIP and an overall ROE of 10.2 percent (9.7 percent plus 50 basis 
points for RTO participation), because the corrected coverage ratio is 3.18, given an ROE 
of 10.2 percent. ODEC states that this falls squarely within the 2.4 to 3.5 range to gamer 
a BBB rating, for a company with a high business risk profile of 5 , ’ I 8  

113., 
therefore the Commission should reduce the amount of any “new transmission” 
incentives sought by PATH as a result of being granted formula rates, 

114. 
expressly offered to participate in the Project as a partial owner. AMP-Ohio states that its 
participation as a public power entity would have curtailed both risk and cost of AEP. 
AMP-Ohio on behalf of its public power members would have contributed hnds  most 

Protesters argue that the coverage ratio analysis that PATH performs to 

ODEC states that with these assumptions corrected, and based upon PATH’s 

JCA further argues that the nature of formula rates reduces risk to investors, and 

AMP-Ohio argues that during the early stages of this project, AMP-Ohio 

Id. at 15 (citing S&P’s Corporate Ratings Criteria publication under Power 
Companies). 

‘I7 ODEC uses PATH’s claimed 14.3 percent ROE, the requested 50/50 
hypothetical capital structure, and a 7.89 percent cost of debt as presented in PATH’s 
filing in Ex. Nos. PTH-200, PTH-300, and PTH-302. 

’ I 8  ODEC Protest at 13-15 
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likely obtained through tax-exempt rates towards the Project and thus at a lower rate than 
AEP faces in the financial market. AMP-Ohio states that AEP’s Senior Vice President 
for Transmission and witness here, Michael Heyeck, advised AMP-Ohio that AEP did 
not want it as a partner. 

115. AMP-Ohio states that the Commission extolled the value of public power 
participation in Order No, 679.”’ Despite this, AEP not only failed to produce a 
transmission project with public power participation, it actively barred a public power 
entity from joining. AMP-Ohio states that if the Commission truly wishes to encourage 
public power participation, it would be sending exactly the wrong signal if it blesses the 
Project with every incentive yet devised, 

e. PATH’S Answer 

116. PATH asserts that formula rates were not identified as a form of incentive 
ratemaking in Order No 679, and therefore, are not incentive rates, as protesters assert. 
PATH argues that protesters incorrectly assert that it failed to state its cash flow 
assumptions in the underlying cash flow analysis, noting pages 26-27 of Dr. Joenson’s 
testimony that the cash flow analysis is based on the projected earnings of PATH during 
the construction period and the year when the plant is to go into service. 

117, Further, PATH argues that while protesters criticize Dr, Joenson’s cash flow 
analysis for not preparing sensitivity analyses to determine whether ROE levels other 
than the one requested would produce satisfactory coverage ratios, these protesters ignore 
the other two independent bases of support for the requested 14.3 percent ROE. 
Specifically, PATH asserts the other two forms of support were: (1) the analyses 
presented by Dr. Joenson and Dr. Avera of the project’s risk and the nexus to the 
requested 150 basis point incentive adder, in light of the Commission precedent discussed 
in his testimony as well as in the filing’s transmittal letter; and (2) the DCF analysis 
presented by Dr. Avera. PATH states that the absence of a sensitivity analysis does not 
detract from the basic conclusion that PATH has supported its request for a 14,3 percent 
incentive-based ROE, or, alternatively, a 150 basis point adder to the base ROE 
determined at hearing. 

11 8. 
S&P risk profiles of American TTanSmiSSiOn Company and ITC Holdings Corp. in 
development of his coverage ratio, stating that these companies are not comparable to 
PATH because they hold operating assets that generate substantial cash flow, whereas 
PATH is a start-up company with no operating assets. PATH states that it has a greater 
degree of risk and is appropriately classified with companies with higher business risk 

PATH states that parties incorrectly assert that Dr. Joenson should have used the 

”’ Order No. 679, FERC Stats & Regs. 7 31,222 at P 354 
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profiles. Further, PATH states that ODEC’s calculation of cash flows, in developing a 
coverage ratio analysis IS inconsistent with how the financial community calculates 
coverage ratio analyses, and provide no meaningful information. 

119, PATH answers that it did not “rebuff’ AMP-Ohio’s participation in PATH. 
PATH states that AEP did meet with AMP-Ohio, as AEP did with other potential 
investors, at the early stage of the planning process., PATH states that these negotiations 
occurred before the Project existed. PATH argues that to explain why the various 
alternative business arrangements did not materialize would necessarily include a full 
examination of all the discussions and the historical and economic context in which they 
occurred,. PATH states that such a process would be both unproductive and inimical to 
the type of free and frank dialogue needed to develop such business arrangements, and 
the fact that such discussions did not lead to a business arrangement is not unusual. 

120 , . 

d. Commission Determination 

120. 
No. 679-A, the total package of incentives is tailored to address the demonstrable risks or 
challenges faced by PATH.”’ Consistent with Order No. 679, the Commission has, in 
prior cases, approved multiple rate incentives for particular projects.‘“ This is consistent 
with our interpretation of FPA section 219 as authorizing the Commission to approve 
more than one incentive rate treatment for an applicant proposing a new transmission 
project, as long as each incentive is justified by a showing that it satisfies the 
requirements of FPA section 219 and that there is a nexus between the incentives being 
proposed and the investment being made. Here, as discussed above, PATH has explained 
why it is seeking each incentive and how each is relevant to the proposed Project. As 
discussed above, we find that PATH faces significant risks and challenges in constructing 
the Project. Thus, we find that PATH has shown a nexus for the total package of 
incentives. 

121. 
specific time period or to a total cost amount of the Project. In fact, the 14.3 percent 
ROE that we are granting reflects the risks relating to the costs and time constraints of 

As discussed above, we find that PATH has shown that, consistent with Order 

We are not inclined to limit the incentives that we are approving in this order to a 

’” Specifically, Earnings Before Interest and Taxes/Interest ratios 

Order No. 679-A, FERC Stats. & Regs. 1 3  1,236 at P 21,27 

See, e.g., Allegheizy, 116 FERC 7 61,058 at P 60, 122 (approving ROE at the 
upper end of the zone of reasonableness and 100 percent abandoned plant recovery); 
Duquesize, 118 FERC 7 61,087 at P 55 (granting an enhanced ROE, 100 percent CWIP, 
and 100 percent abandoned plant recovery). 
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constructing the Project. As stated above, we have adjusted PATH’s ROE to reflect the 
total package of incentives requested herein, by nature of it being within the high end of 
the zone of reasonable returns, but not at the high end of the zone 

122. We find that PATH has established a nexus between each incentive and the 
investments being made for the Project and has demonstrated that each incentive is 
appropriate under section 219. Thus, we believe that the overall package of incentives 
reflect the significant risks and challenges faced by PATH in constructing the Project. As 
discussed above, the Commission did consider the overall package of incentives when 
determining PATH’s ROE. 

123. 
Order No. 679, the Commission determined that it would not condition recovery of 
incentives on the type of business structure and stated that it will entertain appropriate 
requests for incentive ratemaking for investment in new transmission projects involving 
participation by public power entities.lZ3 In Order No. 679-A, the Commission further 
stated: 

Regarding AMP-Ohio’s concern on encouraging public power participation, in 

While the Commission encourages public power participation, we will 
not require such participation as a condition of any proposed incentive 
rate treatment. As we state elsewhere in this order, the Commission 
cannot compel investment or certain types of investment. Our focus in 
this rule is to provide incentives that will facilitate voluntary investments 
by utilities. . . . In the context of a rule to provide rate incentives for the 
construction of new transmission and to encourage deployment of 
technologies to increase the capacity and efficiency of existing 
transmission facilities, we do not believe that mandating an opportunity 
for public power participation is necessary nor do we believe that failure 
to do so would be unduly disc~irninatory.’~~ 

C. Prooosed Formula Rate and Estimated Inputs 

1. Protests 

124. Protesters raise issues not only with the formula rate, but also with the inputs that 
will flow through the formula rate. Protesters request that the Commission set PATH’s 

Order No. 679, FERC Stats. & Regs. 131,222 at P 354 

Order No. 679-A FERC Stats. & Regs. 131,236 at P 102 (emphasis in 
original). 
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formula rate request for hearing. Further, protesters request that the Commission not 
limit the issues set for hearing as PATH requests. 

125. 
unamortized regulatory asset related to pre-commercial expenses incurred but not 
included in CWIP prior to the proposed effective date of the rate Protesters state that 
PATH fails to provide data in its filing that would allow interested parties to assess the 
type of costs that have been incurred and included in the regulatory asset as pre- 
commercial costs, and at what rates the AFUDC has been capitalized on those costs. 
Protesters state that the formula rate lacks transparency in this regard. Protesters request 
that the Commission require PATH to provide a comprehensive list of the pre- 
commercial costs along with a description of the activities leading to those costs and to 
provide work papers showing the development of the AFUDC rates applied to those 
costs. 

126. 
pre-commercial costs that are capitalized in the depreciation expense sections of the 
formula should be amortized in Account 566,Iz6 and the utility should address all the 
necessary modifications in the hearing proceedings. ODEC requests that the Commission 
require PATH to address this issue in the hearing proceedings. 

127. Protesters state that PATH has included a projection of $18,433,478 for CWIP in 
rate base without any support that would allow parties to assess whether the CWIP costs 
projected for the test year are legitimate and appropriately included in rate base.’” 
Protesters request that PATH provide a detailed list of these projected costs 

128. AMP-Ohio requests that the Commission require PATH to use a 13-month 
average balance for these balances, consistent with its use of a 13-month average balance 
for plant-in-senrice. 

129. 
working capital AMP-Ohio states that the Commission should require PATH to perform 

Protesters oppose PATH’s inclusion 0f$7,078,915’~~ in rate base as an 

In addition, ODEC argues that the Commission recently found in TrAIL.Co that 

AMP-Ohio protests PATH’s use of the “hoary” 1 / 8 ~  rule for determining cash 

ODEC Protest at 34 (cifing Ex No PTH-302, Line 38 and 155) 

Account 566, Miscellaneous Transmission Expense. 

ODEC Protest at 34 

AMP-Ohio Protest at 14-15 

126 
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a lead-lag study to support any allowance for cash working capital because much of the 
revenue requirement is plant and therefore, real-estate tax related, which tends to have a 
very substantial lag in the payment of such taxes, 

130. AMP-Ohio protests PATH’s development of Post Employment Benefits other than 
Pensions (PBOPs), stating that line 195 of the PATH-WV formula for “Amount related to 
retired personnel’’ has an amount of $8.8 million. AMP-Ohio questions how a new stand- 
alone company that is not yet in operation can already have retired personnel. 

13 1, 
(lines 22 and 139) that provide an entry for accumulated depreciation of general and 
intangible plant. AMP-Ohio argues that Intangible plant is amortized, not depreciated, 
and Accumulated Amortization of Intangible Plant must be deducted from rate base. 
AMP-Ohio requests that the Commission require the formula rate template to be 
amended to show a separate line item for Accumulated Amortization of Intangible Plant. 

132. 
different depreciation studies and depreciation-related testimony for the Project. 
Protesters state that there has been insufficient time to fully analyze the complex 
depreciation studies in the short amount of time allowed for interventions and protests, 
and requests that the Commission set this issue for hearing to allow the parties to assess 
the appropriateness of those rates., 

133. Parties request that PATH be required to annually file with the Commission 
pursuant to section 205, its proposed changes in charges resulting from the formula rates. 
Protesters state that this approach ensures Congress’ intent in enacting Part I1 of the FPA, 
that the Commission has plenary means to prevent the imposition of unjust and 
unreasonable rates by not awarding PATH excessive discretion in the inputs to those 
rates. Protesters state that the formula rate would still remain the “filed rate”, and the 
scope of any investigation would not “open up” any formulae themselves, but rather, only 
the changed charges. Protesters state that if the Commission does not exercise its section 
205 powers over the process, abuse is only more likely to occur. 

134. Protesters state that PATH’s proposal to post the Annual Update each year on or 
before October 15, gives customers little time between this posting, and the October 30 
date when the customer meeting will be held to explain the formula rates and cost detail. 
Protesters request that the Commission grant the similar relief as it granted in &el, when 
the Cornmission required the utility “provide the estimated revenue requirement for the 
following calendar year by September 1 .r3129 

AMP-Ohio argues that the formula rate template for PATH includes line items 

Protesters state that PATH has filed 600 pages of evidence consisting of three 

‘29.Xcel, 121 FERCV 61,284 at P 70. 
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135. AMP-Ohio states that the effective two year delay in the pass-through or recovery 
of under or over-collected amounts at the FERC interest rate result in a perverse incentive 
for PATH to overstate its revenue requirements. AMP-Ohio states that this incentive to 
over-charge ratepayers in forecasted formula rates exists because any money PATH 
collects that it must ultimately refund, recovers a higher return when charged [through 
ROE] than the money that must be paid as interest [through the interest rate outlined in 
18 C.F.R. 5 35.19aI on any refunds that result from the true-up. 

136. Protesters argue that PATH’s proposal eliminates customer rights to challenge 
other aspects of the formula rates, including the projected costs, revenues, and credits. 
Further, ODEC protests PATH’s protocols limiting any determination to whether costs 
are prudently incurred, and even then, only to “new costs”, which suggests that as long as 
a description of a cost has been used before, it is no longer subject to a prudence review. 

137. 
limit customers’ ability to challenge whether PATH had taken the correct number from 
its FERC Form No. 1, prohibit challenges on costs other than undefined new costs, 
prevent challenges regarding whether costs had been properly accounted for, fail to 
accommodate changes in the Commission’s accounting policies that might modify the 
application of the formula rate, and fail to g v e  interested parties sufficient time or review 
procedures on the Annual Update and true-up adjustment. I3O Finally, protesters state that 
the Protocols limit customers’ ability to make a formal challenge, engrafting a statutory 
limitation on customers’ rights to file under section 206, among other  thing^.'^' 

138. The Illinois Commerce Commission challenges the allocation of PATH’S costs to 
Illinois ratepayers via Commonwealth Edison Company’s (ComEd) membership in PJM 
It asserts that the Project is not necessary for ComEd’s zone, and therefore they do not 
benefit from these upgrades. 

139. 
the depreciation studies PATH has filed for its proposed facilities. 

Protesters oppose several additional aspects of the protocols, stating that they 

Separately, JCA states that it will require discovery and time to study and analyze 

2. PATH’s Answer 

140. 
1/8‘poIicy for calculating a cash working capital allowance of $11.8 million is 

PATH argues that AMP-Ohio’s criticism of PATH’s use of the Commission’s 

ODEC Protest at 42,46-49. 

13’  id^ at 4.3-45. 
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inconsistent with Commission policy which states in the absence of a reliable lead-lag 
study available on the record, utilities should apply the 45 day  onv vent ion.'^' 

141. 
studies of service life and net salvage which have been approved by the West Virginia 
Public Service Commission for its parent companies. PATH states that because the 
facilities will be similar in nature to facilities already owned by its parent companies, it is 
reasonable to use depreciation rates based on live and net salvage percentages previously 
developed and approved for those utilities. 

142. PATH states that AMP Ohio errs in its assumptions that PATH has included costs 
related to retired personnel in the PBOP entry at line 195 of Attachment 4, page 5 of the 
populated formula rate set forth in Ex. No. PTH-303, PATH states that the adjustment 
removes from the formula rates, rather than includes in the formula rates, the PBOPs 
associated with retired employees. PATH further notes that consistent with Commission 
policy, the PBOPs are a stated value, requiring any changes to be made pursuant to 
section 205.’33 PATH argues that the lines in the formula that AMP Ohio references on 
intangible plant remove the accumulated depreciation associated with both intangible and 
general plant. Nevertheless, PATH states that if the Commission so directs, it will 
change the description on these lines to “Intangible Plant Am~rt izat ion.”’~~ 

143. PATH argues that ODEC’s suggestion that PATH’S annual informational filings 
be heated as section 205 filings is illogical. PATH answers that informational filings do 
not change the rate, i e. ,  the formula itself. PATH states that the Commission has 
previously rejected the argument that the formula rate itself carries a burden of proof 
under section 205 in informational filings, but rather, noting that the formula rate is the 
rate on file, not the inputs. PATH asserts that the formula rate should not be subject to 
protest and review as part of each annual update as ODEC urges. PATH requests that 
ODEC’s position be rejected as fundamentally at odds with the Commission’s policy on 
formula rates. 

PATH explains that the depreciation rates proposed by PATH are based on recent 

13’See, e g . ,  Trans-Elect NTD PATH 1.5, LLC, 117 FERCY 61,214 at P 32,39-43 
(holding that in the absence of a reliable lead-lag study approximating the utility’s cash 
working capital needs or hardships that would justify the departure from the established 
formula, a utility should use the Commission’s 45-day convention). 

133 PATH Answer at 24 

134 Id at 25 
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144. 
restrictions on the customers’ section 206 filing rights., PATH states that the protocols 
impose no restrictions on the Commission or the customers’ section 206 rights. 

PATH states that ODEC errs in its assertion that the formula rate protocols impose 

3 .  Commission Determination 

145. We first address the formula rate and then the inputs to the formula rate. For the 
reasons discussed below, we will accept PATH’s proposed formula rate,’35 effective 
March 1,2008, as requested, subject to conditions and nominal suspension, and set the 
formula rate for hearing and settlement judge procedures. Our preliminary analysis of the 
components of PATH’s proposed formula rate indicates that the proposed formula rate 
has not been shown to be just and reasonable and may be unjust, unreasonable, unduly 
discriminatory or preferential, or otherwise unlawful. 

146. We will not limit the hearing proceeding as PATH requests except as to the ROE 
and the specific issues described further below.’36 Formula rates must contain enough 
specificity to operate without discretion in their implemer~tation.’~~ As PATH notes, the 
formula itself is the rate on file and will be updated on a regular basis to reflect actual 
costs. As such, there is no need, as ODEC requests, to file the formula under section 205 
on an annual basis. A formula with adequate specificity coupled with timely available, 
transparent inputs to the formula rate satisfies the Commission’s requirements. In 
addition, in the instant case, the proposed tariff provides that the Annual Update shall be 
subject to challenge and review in accordance with H-19B with respect to the accuracy of 
the data and consistency with the formula of the charges shown in the Annual Update. 

147., With regard to the inputs to the formula rate, protesters have raised concerns with 
the estimates that form the basis for the 2008 rates which will not be available, under the 
protocols, for true-up until 2010, and will be trued-up at the section 35.19a interest rates 
rather than the allowed rate of return afforded PATH. PATH has little financial/operating 
history, has no FERC Form 1 upon which to rely, and as such is in the necessary position 
of estimating what its annual costs will be, Going forward, PATH has committed to 
making its estimates available October 15 of each year and has provided a process by 

The issues set for hearing include: (1) the statement of the ATRR that will be 
included as Attachment H-19 of the PJM OATT; (2) the cost of service formula itself that 
provides detailed calculations of the annual revenue requirements (including worksheets); 
and (3) formula rate implementation protocols in Attachment B to the ATRR 

136 The ROE will not be part of this hearing because we have made a summary 

137 Midwest Iiidep Sys Operator, Iiic , 108 FERC 1 61,235, at P 68 (2004) 

finding on the ROE in this order 
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which customers, state commissions and other interested parties can review and submit 
challenges to specific items included in the formula.'38 That process is not available, 
however, for the estimates that form the basis for the 2008 rates contained in the instant 
application. As such, at the ordered hearing, we will allow protesters to seek additional 
support for the inputs included in PATH'S application We note, however, that forecasts 
are just that and encourage PATH and the parties to consider ways to update the 2008 
rates earlier than 2010., We believe that reconciling estimates to actuals more quickly 
will largely address protesters' concerns and will allow PATH and parties to explore this 
at the hearing and settlement judge procedures ordered herein. 

148. 
encourage the participants to make every effort to settle their disputes before hearing 
procedures ar'e commenced. To aid the parties in their settlement efforts, we will hold the 
hearing in abeyance and direct that a settlement judge be appointed, pursuant to Rule 603 
of the Commission's Rules of Practice and Procedure.'39 If the parties desire, they may, 
by mutual agreement, request a specific judge as the settlement judge in the proceeding; 
otherwise, the Chief Judge will select a judge for this purpose.I4' The settlement judge 
shall report to the Chief Judge and the Commission within 30 days of the date of the 
appointment of the settlement judge, concerning the status of settlement discussions. 

149. 
to continue their settlement discussions or provide for commencement of a hearing by 
assigning the case to a presiding judge. 

150, 
following issues: 

While we are setting these matters for a trial-type evidentiary hearing, we 

Based on this report, the Chief Judge shall provide the parties with additional time 

We will make specific findings, and not set for hearing, the ROE and the 

a. Cost Allocation 

15 1. 
transmission projects such as this, cost allocation is first vetted through the PJM 
stakeholder process and ultimately determined by PJM as an independent entity. The 

The Illinois Commerce Commission raises concerns on cost allocation. For large 

13' PATH Filing at Att. H-l9B, section I ;  Ex. No. ATL,-I 

139 18 C.F.R. 5 385 603 

14' If the parties decide to request a specific judge, they must make their joint 
request to the Chief Judge by telephone at (202) 502-8500 within five days of this order. 
The Commission's website contains a list of Commission judges and a summary of their 
background and experience (www.ferc.gov - click on Office of Administrative Law 
Judges). 

http://www.ferc.gov
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revenue allocation responsibilities have been set by PJM in the RTEP. For transmission 
projects built as a result of the PJM RTEP process, cost allocation is not part of the 
individual transmission owner’s incentive request or its rate filing, but rather, is filed by 
PJM 

152. PATH’S cost allocation was filed by PJM in Docket No. ER07-1186-000, and 
accepted by the Commission j4 ’  Therefore, the Illinois Commerce Commission’s protest 
is outside the scope of this proceeding, and is a collateral attack on the Commission’s 
order in that proceeding 

153. To address certain protesters concerns regarding the transparency of including 
CWIP in rate base, we will require PATH to include as a part of its annual filing and 
formula true up, a descriptive list of the costs included as CWIP in order to give all 
parties the opportunity to examine the prudence of such costs, consistent with the section 
205 requirements for CWIP 

c. Pre-Commercial Costs 

154. 
commercial costs appear to be appropriately recognized as a transmission operating 
expense in Account 566 which includes transmission expenses not included elsewhere. 
Accordingly, we will require PATH to amortize all pre-commercial costs related to the 
Project in Account 566. Additionally, in the hearing procedures set forth below, PATH 
shall propose all necessary modifications to its formula rate to include pre-commercial 
costs using Account 566. 

As ODEC argues, the Commission has previously stated that expensed pre- 

d. Accountinv 

i .  Comparability of Financial Information 

155. Public utilities that receive a current return on CWIP and expense pre-commercial 
costs recover these costs in a different period than when they would ordinarily be charged 
to expense under the general requirements of the Commission’s Uniform System of 
Accounts (USofA). 142 To promote comparability of financial information between 

141 PJMl,itercaiznecfion, L,.L.C., 121 FERC 61,034 (2007). The Illinois 
Commerce Commission was an intervenor in this proceeding. 

14* The USofA requires an AFUDC to be capitalized as a cost of a construction 
project and depreciated over’ the service life of the asset. The USofA also requires pre- 

(continued.. .) 
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entities the Commission has required a specific accounting treatment or the use of 
footnote disclosures to recognize the economic effects of having CWIP in rate base and 
expensing pre-commercial costs. To comply with this requirement, PATH requests 
authorization to use footnote disclosures consistent with disclosures previously 
authorized by the Commission, '43 

156. The Commission will authorize PATH'S operating companies'44 to provide 
footnote disclosures in the notes to the financial statements of their annual FERC Form 
No. 1 and their quarterly FERC FoIm No. 3-4 which: (1) fully explain the impact of the 
transmission rate incentives it receives insofar as the incentives provide for a deviation 
from the general requirements of the USofA; (2) include details of amounts not 
capitalized because of the transmission rate incentives for the current year, the previous 
two years, and the sum of all years; and ( 3 )  include a partial balance sheet consisting of 
the Assets and Other Debits section ofthe balance sheet to include the amounts not 
capitalized because of the transmission rate incentives 

ii. - Income Taxes 

157. PATH-WV and PATH-Allegheny are limited liability companies and are not 
subject to federal taxation Instead, the tax obligations incurred through their o erations 
are reported on the tax returns of their corporate parents, AEP and Allegheny.," As 
such, PATH-WV and PATH-Allegheny propose not to record income taxes on their 
books. For ratemaking purposes, PATH-WV and PATH-Allegheny are treated as 
corporations and receive an income tax allowance for the tax liability ultimately paid by 
AEiP and Allegheny. Therefore, we will require PATH-WV and PATH-Allegheny to 
maintain their books of account based on the Commission's Uniform System of Accounts 

commercial costs to be accumulated in Account 183, Preliminary Survey and 
Investigation Charges, before being transferred to CWIP and capitalized as a cost of the 
construction project. 

143 Ex. No. PTH-500 at P 14,15 (citations omitted) 

144 PATH consists, in part, oftwo operating companies including PATH West 
Virginia Transmission Company, L.L.C. (PATH-WV), and PATH Allegheny Company, 
L.L.C. (PATH-Allegheny). These operating companies will be jurisdictional to the 
Commission and required to comply with the Commission's accounting and reporting 
regulations in 18 C.F.R, Parts 101 and 141, 

145 Ex. No. PTH-500 at 4-6 
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as if it were a corporation, including the income tax accounting requirements of the 
Commission’s USofA. 146 

iii. Miscellaneous Cost of Service Issues 

158. 
Trans-Elect NTD Path 1 5 ,  LLC, the Administrative Law Judge held that long-established 
Commission policy provides that a company need not perform such a study, and may 
instead rely on the 45-day convention without further showing. 147 We held that the 
Administrative Law Judge was “correct” in finding that the Commission’s policy is that: 
“in the absence of a reliable lead-lag study approximating the utility’s cash working 
capital needs or hardships that would justify departure from the established formula, a 
utility should use the 45 day c~nven t ion . ” ’~~  AMP-Ohio’s protest in the initial 
proceeding did not make any assertion that there was a lead lag study available, or that 
the 45 day convention would produce unjust and unreasonable results. 

159. We grant parties’ request for an earlier posting of the Annual Update. We believe 
that customers should receive such information earlier than October 15 in order to allow 
sufficient time to review the information before the meeting on October 3 1. Therefore, 
we will require that PATH provide the estimated revenue requirement for the following 
calendar year by September 1. These information sharing procedures will provide 
customers sufficient opportunity to monitor whether PATH is iniplementing the rate 
formula correctly. 

The Commission orders: 

We deny AMP-Ohio’s request to require PATH to perform a lead-lag study. In 

(A) PATH’s requested incentive rate treatments are hereby granted, as 
discussed in the body of this order. 

(B) PATH’s proposed formula rate is hereby accepted for filing and suspended 
for a nominal period, to become effective March 1,2008, as requested, and set for 
hearing, as discussed in the body of this order 

146 18 C.F.R. Part 101, General Instructions No. 18, Comprehensive Interperiod 
Income Tax Allocation; and Text to Account 190, Accumulated Deferred Income Taxes, 
Account 236, Taxes Accrued, Account 281, Accumulated Deferred Income Taxes- 
Accelerated Amortization Property, Account 282, Accumulated Deferred Income Taxes- 
Other Property, and Account 283, Accumulated Deferred Income Taxes-Other. 

14’ 117FERC~61,214atP32,39-43 

14’ Id. (citations omitted) 
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(C) 
costs as part of the evidentiary hearing proceedings ordered below, as discussed in the 
body of this order. 

(D) 

PATH is hereby directed to submit a detailed report of pre-commercial 

Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Energy Regulatory Commission by section 402(a) of the 
Department of Energy Organization Act and by the Federal Power Act, particularly 
sections 205 and 206 thereof, and pursuant to the Commission’s Rules of Practice and 
Procedure and the regulations under the Federal Power Act (1 8 C.,F.R. Chapter I), a 
public hearing shall be held concerning PATH’S proposed formula rates. However, the 
hearing shall be held in abeyance to provide time for settlement judge procedures, as 
discussed in Ordering Paragraphs (E) and (F) below. 

(E) Pursuant to Rule 60.3 of the Commission’s Rules of Practice and Procedure, 
18 C,.F.R. § 385,603 (2007), the Chief Administrative L,aw .Judge is hereby directed to 
appoint a settlement judge in this proceeding within fifteen (15) days of the date ofthis 
order, Such settlement judge shall have all powers and duties enumerated in Rule 603 
and shall convene a settlement conference as soon as practicable after the Chief Judge 
designates the settlement judge. If the parties decide to request a specific judge, they 
must make their request to the Chief Judge within five (5) days of the date of this order 

(F) Within thirty (30) days of the appointment of the settlement judge, the 
settlement judge shall file a report with the Commission and the Chief .Judge on the status 
of the settlement discussions. Based on this report, the Chief Judge shall provide the 
parties with additional time to continue their settlement discussions, if appropriate, or 
assign this case to a presiding judge for a trial-type evidentiary hearing, if appropriate. If 
settlement discussions continue, the settlement judge shall file a report at least every sixty 
(60) days thereafter, informing the Commission and the Chief Judge of the parties’ 
progress toward settlement. 

(G) If settlement judge procedures fail and a trial-type evidentiary hearing is to 
be held, a presiding judge, to be designated by the Chief Judge, shall, within 
fifteen (15) days of the date of the presiding judge’s designation, convene a prehearing 
conference in this proceeding in a hearing room of the Commission, 888 First Street, NE, 
Washington, DC 20426. Such conference shall be held for the purpose of establishing a 
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procedural schedule. The presiding judge is authorized to establish procedural dates, and 
to rule on all motions (except motions to dismiss) as provided in the Commission’s Rules 
of Practice and Procedure. 

By the Commission., Commissioner Kelly concurring and dissenting in part with a 
separate statement attached. 
Commissioner Wellinghoff dissenting in part with a separate 
statement to be issued at a later date. 

( S E A L )  

Nathaniel 1. Davis, Sr., 
Deputy Secretary. 
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UNITED STATES OF AMERICA 
FEDERAL ENERGY REGULATORY COMMISSION 

Potomac- Appalachian 
Transmission Highline, L,.L,.C. Docket No ER08-386-000 

(Issued February 29,2008) 

Kelly, Commissioner, concurring and dissenting in part: 

This order addresses, among other things, incentive rate authorization 
proposed by Potomac-Appalachian Transmission Highline, L.L.C. (PATH). The 
PATH project at issue in the instant proceeding is a modification of two projects 
presented by American Electric Power Inc. (AEP) and Allegheny Energy Inc 
(Allegheny).’ Both of the previous projects were already approved for incentive 
treatment, including returns on equity (ROE) in the upper end of the zone of 
reasonableness. I fully supported granting incentive beatment for both projects 
because I believed them to be “excellent bansmission projects,” representing 
precisely the kind of projects to which the Commission should grant incentives, 
and I support granting incentives here.’ With regard to ROE, PATH requests a 50 
basis point adder to the authorized ROE in recognition of its participation in PJM, 
as well as approval of an ROE at the high end of the zone of reasonableness or, 
alternatively, approval of a 150 basis point adder to result in an overall ROE of 
14.3 percent. 

I dissent on a paint of procedure. Rather than set the determination of 
PATH’S ROE for evidentiary hearing, the Commission establishes an ROE 
directly in this order. I disagree with the majority’s decision. Instead, I would 
have set the ROE determination for an evidentiary hearing, which heretofore has 
been the Commission’s practice. Despite language in Order 679-A that indicates 
that the Commission will consider an up-front ROE determination where sufficient 
support has been presented in the appli~ation,~ I do not believe that this is an 
appropriate means for arriving at a just and reasonable ROE. I note that the 

Allegheny Energy h c . ,  116 FERC 7 61,058 (2006), order on reh ’g, 118 
FERC 7 61,042 (2007) and Arne,. Eke .  Power Sew. Corp., 1 16 FERC 7 6 1,059 
(2006) ( A E P d ,  order on reh ’g, 118 FERC 7 61,041 (2007). 

1 

See my statements on Allegheny Energy Iiic., 11 8 FERC 761,042 (2007) 
(Kelly, Comm’r, concurring) and Arner. Elec. Power Sew. Corp., 11 8 FERC 7 
61,041 (2007) (Kelly, Comm’r, concurring), 

Promoting Transniission Investment through Pricing Reform, Order No. 
679-A, FERC Stats. & Regs. 731,236, at P 70 (2006), order 011 reh ‘g, 119 FERC 
7 61,062 (2007). 
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majority, in establishing an up-front ROE in a Southern California Edison 
proceeding on transmission incentives, which is being issued concurrently with 
this order in Docket No. ER08-375-000, acknowledges that failure to provide for 
an evidentiary hearing is a departure from the Commission’s common practice. 
In that case, the Commission establishes a paper hearing “in order to give all 
parties an opportunity to present evidence to rebut the proposed ROE 
dete~mination.”~ I believe that a paper hearing is not an adequate substitute for an 
evidentiary proceeding before an Administrative Law Judge where parties have 
the opportunity for cross-examination, rebuttal, and oral argument, Further, the 
majority makes no attempt to distinguish between this proceeding and the 
Southern California Edison proceeding and explain why one proceeding requires a 
paper hearing and why one does not. I believe that such disparate treatment not 
only undermines the majority’s basis for skipping directly to an ROE 
determination for the PATH project but also reinforces the notion that the 
Commission has adopted an ad hoc approach to granting transmission incentives 
in general. 

More generally, I believe that the approach adopted in this order will 
encourage applicants to seek either an ROE identical to that of a previous 
applicant exhibiting similar characteristics or an ROE that is slightly higher The 
result would be the granting of incentives based on previous applications rather 
than incentives “tailored to address the demonstrable risks or challenges faced by 
the applicant in undertaking the p r ~ j e c t . ” ~  I have previously noted that, in Order 
No. 679-A, the Commission discussed the care that must be taken in granting 
incentive ROES. We said “[a]lthough the Commission has broad discretion to 
establish returns on equity anywhere within the zone of reasonableness, we must 
be careful in the manner in which we exercise this discretion.”6 I fail to see how 
the methodology adopted in this order to make an ROE determination has 
appropriately and reasonably exercised the discretion discussed in Order No. 679- 
A. 

With regard to the instant proceeding, several parties assumed that the 
Commission would indeed set the ROE determination for hearing and thus appear 
to have not presented the full breadth of their views in their submitted comments 
Given that the Commission’s common practice has been to set such matters for 
hearing, whether in proceedings on incentives or otherwise, they can hardly be 
faulted for such an assumption While arguing that the applicants’ proposed proxy 
group did not ensure comparability, Old Dominion Electric Cooperative stated that 
it would 

S. Cal Edison Co., 122 FERCT 61,187, at P 27 (2008). 

Order No 679-A, FERC Stats. & Regs. 11 31,236 at P 6. 

Id. P 7 

4 
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leave to the development of testimony for presentation at hearing the 
selection of a proxy group that is comprised of companies that are truly 
comparable in risk to PATH and its service at issue here 

The sufficiency of the record relies not only on evidence provided by an 
applicant but also by intervening parties. Based on the statement above, as well as 
requests for an evidentiary hearing from other parties,’ I am not convinced that the 
record here accurately reflects views of all interested parties on the ROE issue. 
More generally, a Federal Power Act section 2059 proceeding provides interested 
parties 21 days to comment, whereas the timing of an evidentiary hearing is more 
accommodating Consistently determining ROEs in the absence of evidentiary 
hearings will require interested parties, some of which rely on outside expertise in 
order to participate, to meaningfully respond in 21 days. This would drastically 
alter the schedule for such proceedings, most probably deny the Commission a full 
and robust record on which to base its determination and, I fear, undermine the 
confidence of transmission users that we are setting incentive ROEs with the care 
and consideration that they deserve. 

If the concern is over the pace of an evidentiary hearing, I see no reason 
why the Commission could not direct an expedited hearing process,” directed at 
specific facts, after having made preliminary determinations in the order setting 
those issues for hearing. 

’ Old Dominion Electric Cooperative Jan. 19,2008 Motion to Intervene, 
Protest and Request for Evidentiary Hearing, Docket No. ER08-386-000, at 25. 

See, e.g., .Joint Consumer Advocates Jan. 18,2008 Motion to Intervene, 
Protest and Request for Hearing, Docket No. ER08-386-000, at 10; see also 
Virginia State Corporation Commission Jan. 17,2008 Motion to Intervene and 
Comments, Docket No. ERO8-386-000, at 3. 

916 U.S.C. 5 824d (2000 & Supp. V 2005). 
l o  I note that the Commission could establish an expedited hearing 

procedure for these types of cases., For example, Commission procedural 
regulations already provide for fast track hearing procedures for expedited 
hearings of complaints before an administrative law judge. See 18 C.F.R. 3 
385.206 (2007). The Commission’s Office of Administrative Law Judges has 
correspondingly adopted procedures to implement this fast track process that 
provide for hearings within as few as three days of the Commission order setting 
the hearing and an initial decision within as few as eight days. See FERC Office 
of Administrative Law Judges Policies and Procedures Manual, 5 2.36, 
Attachment A (2008), nvailable at www.ferc.~ov/le~al/admin-lit/tin~e-sum.asp. 
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My intention is not to dissuade transmission investment with this statement, 
particularly investment that resembles the PATH project. This is an exemplary 
transmission project, given the scope of PATH’S investment, the relief the project 
will provide to ratepayers, the cooperative efforts of AEP and Allegheny, as well 
as many other factors. Further, as I note above, I have eagerly supported the 
individual projects that were combined to create the PATH projects and I continue 
to support them. However, I am compelled to concur and dissent in part based on 
the majority’s approach to determining the ROE, which I believe fails to accord all 
interested parties the process they are due and lacks the careful consideration 
necessary to set an ROE appropriate to these circumstances. 

For these reasons, I respectfully concur and dissent in part from this order. 

Suedeen G. Kelly 





KENTUCKY IJTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 18 

Responding Witness: William E. Avera 

Q-18. Refer to pages 35-36 of the Avera Testimony and Schedule WEA-3. Provide an 
explanation of why the logic FERC applied to returns for regulated firms at the federal 
level should apply to firms operating in open competitive markets 

A-18. The logic underlying Dr. Avera’s evaluation of cost of equity estimates, which FERC has 
also recognized, is that extreme outliers that are unlikely to represent investors’ 
expectations should be eliminated in interpreting the results of quantitative methods 
applied to estimate the cost of equity This logic applies not just to regulated utilities - 
whether under state or federal jurisdiction - but also to non-utility firms 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 19 

Responding Witness: William E. Avera 

Q-19. Refer to page 38 ofthe Avera Testimony and Schedule WEA-5 

a. Explain why it was necessary to weight the firms in the calculations as opposed to 
performing the calculations on an unweighted basis. 

b. Explain how stock prices were used in calculating the dividend yield referenced in 
footnote (a). Were the March 27,2008 closing prices used or average stock prices? 

c. What were the IBES and the Value Line average growth rates and explain how the 
10.9 percent average growth rate was calculated. 

A-19. a, Dr. Avera used market value weighting to be consistent with the methodology 
underlying the S&P 500 Composite Index, which is constructed based on market- 
value weighting. 

b. Stock prices were not used by Dr. Avera to arrive at the average dividend yield 
referenced on Schedule WEA-5; rather, the dividend yields wete those reported by 
Value Line on March 27.2008. 

c. The IBES and the Value Line growth rates and the calculation of the 10.9 percent 
average growth rate are included in the attached Excel spreadsheet. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 20 

Responding Witness: William E. Avera 

Q-20. Refer to Schedule WEA-3, page 3 of 3, of the Avera Testimony. 
estimates were eliminated for being high outliers. 

A-20. As indicated in Dr. Avera’s testimony, his evaluation of the cost of equity estimates for 
the firms in the Non-Utility Proxy Group was consistent with the approach he applied to 
the firms in the Utility Proxy Group. No high-end values were eliminated on page 3 of 
Schedule WEA-3 because, compared with the balance of the remaining estimates for the 
firms in the Non-Utility Proxy Group, the results shown there were not extreme outliers. 
For example, the highest value shown on page 3 of Schedule WEA-3 is 16.2 percent. 
This value is over 100 basis points less than the 17.7 percent threshold applied by FERC 
and falls well below the high-end outliers that Dr., Avera eliminated. A 16.2 percent cost 
of equity estimate may exceed investors’ requirements ,just as the 8.1 percent value 
shown on page 1 of Schedule WEA-3 is assuredly far below investors’ required rate of 
seturn. 

Explain why no 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 21 

Responding Witness: Robert M. Conroy 

Q-21. Refer to page 4 of the Conroy Testimony. MI. Conroy states that LG&E and KU have 
not been able to completely harmonize their rate schedules. Explain why the companies 
have been unable to do so. 

A-21. The Companies have made considerable progress towards harmonizing the terms and 
conditions and the structure of the rate schedules between KU and LG&E. The changes 
that were made in the previous rate cases and those that are being proposed in this 
proceeding provide benefits to the administration and interpretation of the services 
provided to customers, and ultimately improved customer service and satisfaction. 
LG&E and KU have not completed the harmonize their Iate schedules because the 
Companies believe that further changes at this time would have resulted in significant 
customer billing impacts and strained both metering and administrative resources. The 
Companies will continue to evaluate and harmonize their rate schedules in the future 
where appropriate. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 22 

Responding Witness: Robert M. Conroy 

4-22, Refer to line 5, page 9 and line 19, page 11 of the Conroy Testimony. In both instances, 
Mr. Conroy refers to an annual minimum cost of $918,200. Did Mr. Conroy intend to 
state the amount at $91 8? 

A-22. Yes. The annual minimum cost referenced should be $9 18. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 23 

Responding Witness: Robert M. Conroy 

Q-23. Refer to Exhibit 1, page 5 of 24 of the Conroy Testimony. In column 11, explain why the 
customer charge revenue of $8,720 is not included in the total. 

A-23. The customer charge revenue of $8,720 should have been included in the total. Attached 
are revisions to page 1 and 5 of Exhibit 1 of Conroy’s testimony 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 24 

Responding Witness: Butch Cockerill 

Q-24. Refer to page 2 of the Cockerill Testimony. Mr. Cockerill states that KU and LG&E will 
eliminate the policy that the companies will pay for customer’s meter bases. 

a,, What was the per unit cost for meter bases during the test year? 

b ,  Explain why KU and LG&E changed their policies. 

A-24. a. 100 Amp Residential Base - $18.60 
200 Amp Residential Base - $25.65 
320 Amp Residential Base - $99.64 

b. Historically the Company has hrnished meter bases for customers to ensure 
consistency in the types meter bases being installed in our service territory., The 
benefits to the Company were improved operational efficiency and employee safety 
by achieving a standard meter base design., Based on National Electrical Code 
requirements, should a meter base be unsafe or in poor condition, KU has and will 
continue to require replacement of a residential meter base at the customer’s expense. 
Over the past several years, the electrical supply manufacturers have established a 
standardized off-the-shelf common meter base for single phase electric meters, thus 
eliminating the need for the Company to continue hmishing these type meter bases. 
The company will continue to provide meter bases for three-phase meter bases due to 
the multiple types of bases and the importance of having the proper equipment to 
achieve the benefits stated above. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 25 

Responding Witness: Butch Cockerill 

Q-25. Refer to pages 4 and 5 of the Cockerill Testimony. Mr. Cockerill states that in Case No. 
2007-00410 the Commission ordered KU and its sister company, Louisville Gas and 
Electric Company (“LG&E”), to synchronize their collection cycles and late payment 
policies or explain why it is not appropriate to do so. In this proceeding and in Case No. 
2008-00252, KU and L,G&E are proposing a collection cycle of 10 days and a late 
payment penalty if hills are not paid within 15 days. 

a. Explain fully why KU is proposing to maintain its existing 10-day collection cycle 
rather than LG&E’s 15-day collection cycle. 

b. Why is KU proposing to synchronize its late payment policies with LG&E by adding 
a penalty to KU? 

c. For each rate class, provide the payments received by the 10Ih day of the date of the 
bill as a percentage of actual billings for each month,. 

d. For each rate class, provide the payments received between the 10Ih and the 15Ih day 
of the date of the bill as a percentage of actual billings far each month? 

e. For each rate class, provide the payments received aAer the 151h day of the date of the 
bill as a percentage of actual billings for each month. 

Assuming that most schools served under the AES rate use an off-site payment 
processor, will customers be able to enter into a contract with the utility to provide 
ample time for processing of the payment without incurring a late penalty charge? 

g. Provide a list including name, physical address and mailing address of all locations 
from which customer monthly bills are sent. 

f. 

h. Provide the number of billing cycles and the dates bills are sent to customers 

i. Provide a list of all call centers receiving customer inquiries along with the physical 
address, mailing address, and telephone numbers provided to the customers. 
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j .  Provide a listing of all locations where customer payments are received. 

k. Provide a listing of all locations where customer payments are processed (is., posted 
to customer accounts). 

1. Provide the time line for the posting of payments to customer accounts 

m. Mr. Cockerill states that “customers whose payments are received more than 10 days 
after customers’ bills are issued will have their behavioral scores affected in the 
Companies’ behavioral scoring systems.” 

(1) Given that KU currently has a IO-day collection cycle, is this a change in KU’s 
current policy? If yes, explain the changes. 

(2) Identify all the ways that a customer can be affected by a negative behavioral 
score., 

A-25. a. As previously stated in case 2007-00410, the current KU collection cycle helps to 
avoid unnecessary customer confusion that may result when more than one bill is 
received prior to the time a customer may be disconnected for nonpayment. The 10- 
day collection cycle normally allows KU to complete the collection process prior to 
the next regularly scheduled hilling date. However, in accordance with 807 KAR 
5:006, Section I(f)(I), KU will never terminate service for non-payment prior to 
twenty-seven (27) days after the mailing date of the original unpaid bill. LG&E 
customers have experienced confusion due to receiving multiple bills with varying 
due dates. Allowing LG&E to move to a 10-day collection cycle will greatly reduce 
customer confusion and enhance customer satisfaction (see attachment). 

b. The addition of the late payment fee for KU customers places the financial 
responsibility for late payments on the cost-causers which serves to decrease base 
rates. 

c, See attached. 

d. See attached 

e. See attached. 

f. The Companies disagree with the premise of the question in that there is ample time 
for processing payments without incurring a late payment charge. KU will not enter 
into contract agreements to permit variations from the tariff 

g. Bills are mailed fiom either the Broadway Office Complex located at the comer of 81h 
Street and Broadway in downtown L.ouisville, Kentucky or the downtown Lexington 
Office located on the comer of Vine Street and Quality Street Their mailing 
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addresses are 820 West Broadway, Louisville, Kentucky, 40202 and One Quality 
Street, Lexington, Kentucky, 40507. 

h. KU has 20 billing cycles per month Billing dates will vary slightly from month to 
month. In general, billings occur the first business day following the meter read date 

Listed below are the Call Center locations, mailing addresses and customer contact 
numbers for the call centers. 

i 

Louisville Residential Call Center 
820 W. Broadway 
Louisville, KY 40203 

Lexington Residential Call Center 
1 Quality St 
Lexington, KY 40507 

Pineville Residential Call Center 
US 2% 
Four Mile, KY 40939 

Louisville Business Call Centet 
820 W. Broadway 
Louisville, KY 40203 

Lexington Business Call Center 
1 Quality St 
Lexington, KY 40507 

KU Customer Service Phone (Business or Residential): 
800-98 1-0600 (toll-fixe) 
859-255-0394 (Local customer service number for Lexington and surrounding 
area) 
859-367-1200 (Local number for Lexington area Business customers) 
800-383-5582 (toll-free KU Business customers) 

LG&E Customer Service Phone (Business or Residential): 
800-33 1-7370 (toll-free) 
502-589-1444 (Local customer service number in Louisville) 
502-627-33 13 (Local business service center in Louisville) 
502-589-3500 (Local outage reporting number) 
502-589-55 11 (Local gas emergency number) 

j. KU customer payments can be received at the following locations: 
* Any of KU’s 24 walk-in center locations throughout the state (see Attachment 1). 
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Any of 26 CheckFree locations located throughout KU service territory (see 
Attaclment 2). 
Mail-in payments are received at P.O. Box 536200, Atlanta, GA., 30353-6200 - 
the site of our mail payment processor, Regulus Corporation. 
Customers can pay via auto-debit from a checking or savings account. 
Customers can pay by credit/debit/ATM card or electronic check, either over the 
phone or on-line at www.eon-us.com, or via their personal financial software, 
such as MS Money, Quicken, bank proprietary sites, etc., 

k. All customer payments, regardless of where or how received, are processed (posted to 
customer accounts) at LG&E’s Broadway Office Complex, 820 West Broadway, 
Louisville, KY., 40202 

All payments are posted to customer accounts on the evening of receipt, assuming the 
customer has included an account number or other identification that allows the 
proper account to be located. This includes all walk-in or over the counter payments, 
and all electronic payment files received kern the various sources listed in response d 
above, including mail-in payments processed in Atlanta. The Atlanta site processes 
payments on a 24 x 7 basis, with mail pick-up times of 5:OO pm, ,  1O:OO p.m., 
midnight, 3:OO a.m., 6:OO a m ,  9:OO am., 11:OO a.m. (M-F only), and noon. All 
payments received in Atlanta are processed on the day of receipt. 

1. 

m. (1) No, this is not a change in KU’s current policy. Since the implementation of 
behavioral scoring in September, 2005, customers’ accounts have been scored two 
days after the bill due date. 

m. (2) The only way a customer can be affected by a negative behavioral score is that 
he/she would receive a disconnect notice on a delinquent current bill only, in 
accordance with existing PSC regulations and KU tariffs. The behavioral scoring 
system is not designed to penalize customers, it is intended to reward improved 
payment history by delaying the sending of a disconnect notice until the score 
reaches a high enough risk factor to wanant a notice being sent. 

http://www.eon-us.com
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Answer to Q3 and Q4 of the KPSC Commission Staff's First Data Request - Case No. 2007-00410 - 

proposed LG8E IO-day due date collection cycle - Example is based on LG8E Meter Read Cycle 1 
for August 2007 

Chart showing illustrative dates of the LG&E 15-day due date collection cycle and the 
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A. 25c A. 25d A. 25e 

Payments as a % of Total Actual Bills for the Month 
Received Received between 

by the the 10th and 15th Received after 

May-07 COMMERCIAL-L-P 10 92% 9 43% 3 46% 
Month Rate Class 10th day day the 15th day 

INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AIJTH 
PUBLIC-STREET 
RESIDENTIAL 

Jun-07 COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

Jul-07 COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

Aug-07 COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

Sep-07 COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

12 20% 
143% 
0.28% 
6.44% 
0.,83% 

12.,88% 

12,49% 
12.12% 
131% 
0.32% 
4.,62% 
0.67% 

12.98% 

12 01% 
11,30% 

1.41% 
0.26% 
3,,65% 
0.67% 

.14.67% 

7.95% 
7.62% 
0 80% 
0.25% 
3 79% 
0.61% 

11.98% 

&?:lo% 
8 35% 
0 87% 
0.21% 
4 08% 
0 57% 

12 2.1 % 

5.75% 
l:l9% 
0 06% 
0.,77% 
0.04% 
9 71% 

9.25% 
7 17% 
0.94% 
0.04% 
0.80% 
0.04% 

10.,29% 

9.,88% 
6.72% 
1,07% 
0.05% 
1.43% 
0.04% 

11.16% 

10,79% 
6.31% 
0.66% 
0.05% 
1 .,06% 
0.05% 

12.41% 

9.41% 
4 66% 
0.80% 
0.,07% 
1.11% 
0.02% 

11.59% 

3 52% 
0.42% 
0.,01% 
0.55% 
0.04% 
5.77% 

3,73% 
2,24% 
0.38% 
0.0'1 % 
0 74% 
0.03% 
5.97% 

3.68% 
2.40% 
0.15% 
0,02% 
0.41% 
0.,03% 
6,26% 

5.97% 
5.38% 
0.92% 
0 03% 
0.90% 
0.08% 
7 93% 

6.70% 
5.70% 
0 63% 
0.02% 
1 " 1 0% 
0 03% 
7 13% 



Month Rate Class 
Oct-07 COMMERCIAL-L-P 

Nov-07 

Dec-07 

Jan-08 

Feb-08 

INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PLJMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
M LJN IC I PAL-PU MP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 

COMMERCIAL-L-P 
INDUSTRIAL-L-P 
MINE-POWER 
MUNICIPAL-PUMP 
OTHER-PUB-AUTH 
PUBLIC-STREET 
RESIDENTIAL 
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Cockerill 

A. 25c A. 25d A. 25e 
Pavments as a % of Total Actual Bills for the Month 
Received Received between 

the 10th and 15th by the 
10th day day 

9,12% 1 1.48% 
831% 
106% 
0,32% 
4.01% 

12.,36% 
0.73% 

6 95% 
9, 16% 
1 15% 
0,30% 
3.57% 
0.75% 

11 .,52% 

7.66% 
7.75% 
1.16% 
0.25% 
3 44% 
0 68% 

12.06% 

8.,69% 
5.67% 
126% 
0.29% 
3.,55% 
0.60% 

15.61% 

9.,25% 
7 91% 
110% 
0.27% 
3.56% 

16 28% 
0,60% 

6.51% 
0 87% 
0.02% 
1.29% 
0 04% 

11.41% 

9 94% 
6.70% 
0.,52% 
0.05% 
131% 
0,09% 

1 1.35% 

8 70% 
4.,99% 
0.,41% 

1 05% 
0,05% 

1 1  03% 

9,28% 
6 71% 
0.65% 
0,,06% 
1 .08% 
0.04% 

14.33% 

9.12% 
5,43% 
1.11% 
0 06% 
1 .,OB% 
0.08% 

.13,25% 

0.05% 

Received after 
the 15th day 

5 73% 
4 54% 
0 75% 
0 02% 
2 52% 
0 03% 
6 46% 

7 66% 
7 06% 
151% 
0 05% 
1 09% 
0 04% 
7 64% 

7 28% 
5 98% 
131% 

2 26% 

i o  79% 

5 06% 
2 95% 
0 45% 
0.03% 
0 60% 
0 06% 
8 51% 

4.34% 
3 94% 
0 72% 
001% 
0 74% 
0 03% 
7 61% 

o 05% 

a 05% 
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Cockerill 

A. 25c A. 25d A. 25e 
Payments as a % of Total Actual Bills for the Month 
Received Received between 

by the 10th the 10th and 15th Received after 
Month Rate Class day day the 15th day 
Mar-08 COMMERCIAL-L-P 8.56% 10.04% 4:15% 

INDUSTRIAL-L-P 9 74% 5 02% 3,63% 
MINE-POWER I 10% 1.16% 0 56% 
MUNICIPAL-PUMP 0 28% 0.,07% O"OO% 
OTHER-PLJE-AUTH 3,59% 0.94% 0.69% 
PUBLIC-STREET 0.66% 0,05% 0.03% 
RESIDENTIAL 1590% 12 93% 7.56% 

Apr-08 COMMERCIAL-L-P 10 08% 10.59% 4,03% 
INDUSTRIAL-L-P 10 14% 7.89% 2 64% 
MINE-POWER 1 29% '1 .80% 0,46% 
MUNICIPAL-PUMP 0 31% 0.,06% 0.04% 
OTHER-PUB-AUTH 3.75% 2.39% 0 62% 
PUBLIC-STREET 0.,7.1 % 0 09% 0.03% 
RESIDENTIAL 14 69% 1 1.79% 6,76% 
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CARROLLTON 
DANVILLE 
EARLINGTON 
EDDWILLE 
ELIZABETHTOWN 
GEORGETOWN 
GREENVILLE 
HARLAN 

KU Business Office Locations: 

215 ELEVENTH STREET 41008 
198 W. BROADWAY 40422 
1 11 W. MAIN STREET 424 10 
219 W. MAIN STREET 42038 
242 W. DIXIE AVENUE 4270 1 
204 W. CLINTON STREET 40324 
380 AIRPORT ROAD 42345 
184 BANK DRIVE 4083 1 

BARLOW -. 1 137 S FOURTH STREET 
CAMPBELLSVILLE I 109 W. MAIN STREET 

MT. STERLING 
PARIS 
RICHMOND 
SHELBWILLE 
SOMERSET 

209 W. LOCUST STREET 40353 
1445 S. MAIN STREET 40361 
200 E. WATER STREET 40475 
1100 MAIN STREET 40065 
306 N. MAIN STREET 42501 

LEXINGTON 1 ONE QUALITY STREET I40507 
I 1620 N. LIMESTONE I 

LEXINGTON NORTH 1 STREET 1 40505 
LONDON I 61 1 MEYERS BAKER ROAD I 40741 
MAYSVILLE I 215 WALLSTREET 141056 

I 2201 CUMBERLAND I 
MIDDLESBORO I AVENUE 140965 1 
MOREHEAD 1 138 N .  BLAIR AVENUE 1 Nlz; 1 
MORGANFIELD 110 N. MORGAN STREET 

VERSAILLES 1 250 CROSSFIELD DRIVE 1 40383 
I 308 W. LEXINGTON I 

WINCHESTER 1 STREET 140391 1 
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KU CheckFree Agent Name KU CheckFree Agent City 
Address 

State Zip 

KEN'S NEW MARKET 
K'S BESTWAY, INC. 
PEG'S FOOD MART INC 
PRICE LESS FOODS 
PARKVIEW IGA 

304 SOUTH CHURCH STREET CYNTHIANA KY 41031 
201 E. HRF BLVD. AUGUSTA IC/ 41002 
1681 S. WILDERNESS RD. MOUNTVERNON KY 40456 
1012 WINCHESTER ROAD IRVINE KY 40336 
1111 UNCOLN PARK ROAD SPRINGFIELD KY 40069 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 26 

Responding Witness: Butch Cockerill 

4-26 Refer to page 5 of the Cockerill Testimony. Provide any studies or analyses of the 
impacts on revenues, uncollectibles, and cash flow of having payments due 10 days af ta  
the date of the bill, with a penalty imposed for payment after the 1 5Ih day, versus bills due 
15 days after the date of the bill, with a penalty imposed for payment after the 15'h day 

A-26. The Company has not performed any such studies 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 27 

Responding Witness: Butch Cockerill 

4-27, Refer to Volume 1 of 5 of KU’s application, Tab 8, proposed P.S.C. 14 Original Sheet 
102. 

a. Provide a copy of all credit scoring services, public record financial information, 
financial scoring and modeling services and information provided by independent 
credit/financial watch services used by KU. 

b. Given that the mailing of a late notice can affect a customer’s credit score, how is KU 
ensuring that a customer’s payment is not received the date the notice is mailed? 

c. Will the mailing of a late payment notice be considered as a negative for the customer 
and used as a requirement for a new or recalculated deposit? If yes, how and when 
will the increased deposit he applied to a current customer that has a deposit on file? 

A-27. a. Currently, KU uses only two services - Experian, one of the 3 major national credit 
bureaus, and Accurint, a product provided by LexisNexis. These services are used in 
the determination of residential service deposits. 

b. The mailing of a late notice affects only the customer’s internal behavioral score. 
Late notices are not reported to any external credit scoring service or provider. 
Nevertheless, all payments received are processed and posted to customer accounts 
before late notices are produced and mailed. 

c. No, customer deposits are only assessed at the time of application for service, or 
following disconnect for nonpayment. Only if the customer goes off service and 
returns at a later date, would disconnect notices be used as a basis for requiring a 
deposit. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007,-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 28 

Responding Witness: Butch Cockerill 

Q-28 Refer to Volume 4 of 5 of KU’s application, at SLC Exhibit 2, page 1 of 1, and SLC 
Exhibit 4, page 1 of 1. Explain why the average hourly rate for all employees is shown as 
$41.26 on Exhibit 2 and $54.69 on Exhibit 4 

A-28. The term “all employees” refers to the group of employees responsible for performing the 
work associated with the charge on each exhibit. The rate of$41.26 is the average hourly 
rate including overheads for Non-Exempt personnel responsible for meter data processing 
and employed in the Billing Integrity Department where as $54.69 is the average hourly 
rate including overheads for personnel responsible for meter testing and employed in the 
Meter Shop. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 29 

Responding Witness: Butch Cockerill 

Q-29. Refer to SLC Exhibit 3 ,  page 1 of 1 of the Cockerill Testimony. Provide the cost support 
detail for the labor, transportation, supplies and equipment used to calculate the $12.22 
cost per service order. 

A-29. The cost for disconnecting and reconnecting a service is based on the average cost of 
completing all service orders during the test period. The breakdown is as follows: 

Disconnect Reconnect Total 
Company Labor $ 1.63 S 1.63 $ 15.27 

4.59 4.59 9.18 Outside Services 
Total Costs $ 12.22 $ 12.22 $ 24.45 

- 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 30 

Responding Witness: William Steven Seelye 

Q-30. Refer to Volume 5 of 5 of KU’s application, the Testimony of William S. Seelye 
(“Seelye Testimony”). Provide an electronic copy of the billing analysis and cost-of- 
service study with the formulas intact. 

A-.30. The requested information is being provided on CD. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 31  

Responding Witness: William Steven Seelye 

4-31. Refer to pages 8-9 of the Seelye Testimony, which indicates that KU’s residential 
customer charge is too low and that its residential energy charge is too high. KU is 
proposing to increase the customer charge from $5.00 to $8.49 and make no change to 
the energy charge. To what extent did K1J consider a larger increase to the residential 
customer charge and a decrease, of some magnitude, to the residential energy charge? 

A-31. Consideration was given to decreasing the energy charge and increasing the customer 
charge by an even larger amount. A higher customer charge could certainly be supported 
on the hasis of the cost of service study and for other reasons. However, due to the 
likelihood that the Companies will need to file rate cases in the near future (due to the 
need to recover the costs associated with Trimble County Unit 2), the Company decided 
that it should take a more gradual or incremental approach of making adjustments to 
customer charges in a single rate case. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 32 

Responding Witness: William Steven Seelye 

Q-32. Refer to pages 16 and 17 of the Seelye Testimony. Provide a sample bill for a 
transmission customer under the current kW basis billing method and a sample bill for 
that same customer under the proposed kVA billing method. 

A-32. See attached 



Customer Service: (800) 98 1-0600 Mon-Fri 7AM-7PM(EST) 
Walk-in Center Hours: Mon-Fri 8AM-SPM(EST) 
Teleohone Pavments: 18001 807-3596 

DATEDUE I AMOUNT DUE 

I 08/15/08 1 5810,410.34 I 

%e the Billing informalion section of this bill for important 
,formation regarding a possible probiem with your meter($) Account Number: 

Account Name: .John Q Public 

Service Address: 123 Any Street 

11 11 11-01 11 

Anywhere. KY 11 11 1 

Averages for 
Billing Period 
Average Temperature 

Number of Days Billed 

Electrielkwh per Day 

This Last 
Year Year 

75 75 

31 30 

499458 0 442400 0 

BILLING SUMMARY 
Previous Balance 623.017 54 

Summary Transfer (623,017.54) 
0 00 Balance as of 08/05 

Electric Charges 810,392.92 
Utility Charges as of 08/05 810 392 92 
Other Charges 17.42 
Total Amount Due 810.410.34 

Rate Type: LCi.TOD Transmission I Customer Charge 
Total Energy 
Total On Peak (22.063 9 kw) 
89 31% On Pk PF Adj to 90 00% ($4 93 x 170 5 kw) 
Total Off Peak (22.068 0 kw) 
86 99% Off Pk PF Adj to 90 00% (51 27 x 250 5 kw) 

Other Charges For Above Rates 
Fuel Adjuslment(5 00755 x 15483200 kwh) 
Eoviranmenlal Surcharge (7 120% x 5763.138 88) 
MergerSurciedit(O886% CRx 5817.472 23) 

Total EIBcBIc Charges 

ELECTRIC CHARGES 

12000 
508.158 62 
106 775 03 

840 57 
28 026 36 

316 14 

116898 16 
54335 35 
-7079.31 

$810,392 92 

t please see reverse side tor additional charges. Bnng entire bill when paying in person 

Payment wlnter care Amount 

I Due Date Total Amounl Due DO"ati0" Enclosed 

111 1 11-01 11 $0.00 I 8/15/2008 I $810,410.34 

Home Phone # (XXX) XXX-XXXX UCheck here if pian(s) requested on back of stub 

OFFICE USE ONLY: E 
COI. R8851.G371 

P 0 Box 536200 
ATLANTA. GA 30353-6200 

Service Address: Company Service Address 

#BWNHBWG 
#11111101110# 
John Q Public 
123 Any Street 
Anywhere, KY 11 1 1  1 

Attachment tu Response to Question No. 32 
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Sample: KU Transmission Customer Current kW bill 



Customer Service: (800) 981-0600 Mon-Fri 7AM-7PM(EST) 
Walk-in Center Hours: Mon-Fri 8AM-5PM(EST) 

I Telephone Payments: (800) 807-3596 
www eon-us corn an e.on cornpaw 

Payment Amount Due Amount Due 5 Days Winter Care 
Due Date by Due Date After Due Date Donation Account Number 

1 1 1 t 1 1-0 1 1 1 0811 5/08 $810,942.31 $811,753.25 

ign up for our Demand Conservation program, and you will 
,eceive $20 00 a year ($5 per month June through September) 

Call 1-866-857-2665 today 

Amount 
Enclosed 

$ 

Averages for This Last 
Billing Period Year Year 

Number of Davs Billed 31 30 

Average Temperature 75 75 

Electridkwh per Day 499458 0 442400 a 

1 ACCOUNT INFORMATION 
Account Number: 
Account Name: John 0 Public 

Service Address: 123 Any Street 

11 1 1  11-01 11 

Anywhere, KY 11 11 1 

BILLING SUMMARY 
Previous Balance 623.017 54 

Summary Transfer (623,017.54) 
0 00 Balance as of 08/05 

Electric Charges 810.924.31 
aio.924 31 Utility Charges as of 08/05 

Other Charges ia.oo 
Total Amount Due 810,942.31 

ELECTRIC CHARGES 

Rate Type: Retail Transmission Service 
Customer Charge 
Total Energy 
Total On Peak ($4 39 x 24.708 7 kva) 
Total Off Peak ($1 13 x 24.797 5 kva) 
Other Charges For Above Rates 
Fuel Adjustment ($00755 x 15483200 kwh) 
Environmental Surcharge (7 120% x $157 024 19) 

Total Electric Charges 

I 

120 00 
503,513 66 

28.021 18 
1oa.471 19 

116898 16 
53900.12 

$810.924,,31 

ease see reverse side for additlOnal charges Bring entire bill when paying In person 

Home Phone # (XXX) XXX-XXW 

OFFICE USE ONLY: E 
coi. ~ a a 5 t .  ~ 3 7 1  

P 0 Box 536200 
ATLANTA, GA 30353-6200 

avice Address: Company Service Address 

U C h e c k  here if plan@) requested on back of stub 

#BWNHBWG 
#I11111011 l o #  

John Q Public 
123 Any Street 
Anywhere, KY 1 11 11 

00000000000000000000000000000000000000000000000000000 
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Cockerill Sample: KU Transmission Customer Proposed kVa bill 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 33 

Responding Witness: William Steven Seelye 

4-33“ Refer to page 60 of the Seelye Testimony. Mr., Seelye states that allocation factors 
YECust05 and YECust06 were used to allocate meter reading, billing costs, and customer 
service expenses on the basis of a customer weighting factor based on discussions with 
LG&E’s meter reading, billing and customer service departments. 

a. Did Mr. Seelye intend to refer to KU’s meter reading, billing and customer service 
departments rather than L.G&E’s? 

b. Explain how these discussions were used to determine the allocation factors 

c. Provide examples of questions asked and how the answers were used to calculate the 
factors. 

A-33. a,, Yes 

b. Mr. Seelye relied on these discussions to establish the weighting factors which were 
multiplied by the number of customers served under each rate schedule to determine 
the allocation factors. 

c. MI. Seelye asked for the relative weights (with residential being equal to 1) of the 
cost of providing meter reading, billing and customer services to each rate class. The 
responses provided were the factors used. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 34 

Responding Witness: William Steven Seelye 

Q-34. Refer to page 66 of the Seelye Testimony Table 1 shows that the Lighting rate class is 
earning an actual adjusted rate of return of 8 41 percent. Given that the proposed total 
Kentucky jurisdictional rate of return is 7 77 percent, explain why KU is proposing to 
increase rates for this rate class 

A-34. While the overall Lighting customer class is earning slightly more than the total return, 
Street Light Rate SL (which is the largest rate class within the lighting group) is earning a 
rate of return of only 4.51%. KU considered only increasing Rate SL and Decorative 
Street Lighting (which is also earning a rate of return below the overall return), but 
decided to increase all four lighting rates because of the somewhat higher equipment risk 
associated with providing lighting service. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request oFCommission Staff 
Dated August 27,2008 

Question No. 35 

Responding Witness: William Steven Seelye 

Q-35. Refer to Exhibit 4, of the Seelye Testimony. The first column on Page 1 shows 
miscellaneous service revenues of $6,158,810 and in the last column at an amount of 
$8,694,818. The difference, $2,536,008, is the amount of KU’s proposed increased to 
miscellaneous service revenues. Explain why the $8,694,818 is the shown in column 
titled “Adjusted Billings at Current Rates” on page 1 and 2 and why $2,536,008 is shown 
as an increase to the $8,694,818 amount on page 2. 

A-35. The $8,694,818 amount should not be shown on page 1 or page 2 of Seelye Exhibit 4. 
The $2,536,008 amount reflects the revenue impact of KU’s proposed increase in 
miscellaneous charges. The $6,158,810 amount shown on page 1 represents KU’s 
current miscellaneous revenue. Therefore, the $8,694,8 18 amount represents the level of 
miscellaneous revenues after taking into account the increase in miscellaneous revenue 
(Le. $6,158,810 + $2,536,008 = $8,694,818). Although the $8,694,818 amount should 
not be shown on either page, it is appropriate to show the $2,536,008 on page 2 of the 
exhibit, and this amount should be included in the $22,109,840 total increase shown at 
the bottom of the page. 

See attached for a revised Exhibit 4 









KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 36 

Responding Witness: William Steven Seelye 

4-36" Refer to Exhibit 5 ,  page 4 OF 23 of the Seelye Testimony. This schedule shows a 15.27 
percent increase for the current GS customers receiving primary service if they are 
shifted to rate PS as proposed by KU. Do these customers have the option of staying 
under the GS rate schedule? If no, explain why not. 

A-36. Yes,  if they convert their facilities at their cost to secondary service. Primary service 
customers are more suitably served under a rate that includes a demand charge. 





KENTIJCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 37 

Responding Witness: William Steven Seelye 

4-37” Refer to Exhibit 5, page 5 of 23, of the Seelye Testimony. Explain the purpose of the 
“(335,544)” included in column 6 

A-37. The (335,544) is an amount that was inadvertently copied into the cell of the spreadsheet. 
It is not used in the calculation of the rate, nor does it affect any other number in the 
spreadsheet. 





KENTUCKY IJTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 38 

Responding Witness: William Steven Seelye 

Q-38. Refer to Exhibit 5, pages 12 and 1.3 of the Seelye Testimony. 

a. Explain why the proposed rates do not include an energy rate 

b. Explain why the proposed increases do not reconcile to the increase shown for the 
STOD rate classes at Exhibit 4, page 2 of 2, of the Seelye Testimony. 

A-38. a. The energy charge was inadvertently omitted in printing this exhibit. The proposed 
energy charge for Rate TOD is $0.03282 per kWh as shown on Sheet No. 21 of KIJ's 
proposed tariff included in Tab 7 of its Statufoiy Notice, Application, Fiizarzciul 
Exhibit, Table ofCorztents. Filing Requirenzenfs. See response to Question No. 2(b). 

b. The proposed increases shown on Exhibit 5, pages 12 and 13, do not reconcile to the 
increases shown for the STOD rate classes at Seelye Exhibit 4, page 2 of 2, because 
of the omission reference in the response to part (a) of this question,, The increases 
shown on Seelye Exhibit 4, page 2 of 2, are correct. See response to Question No. 
2@)" 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 39 

Responding Witness: William Steven Seelye 

Q-39. Refer to Exhibit 5, page 18 of 2.3, of the Seelye Testimony. The proposed rates in 
column 6 appear to be for transmission service. State whether any customers are taking 
primary service under rate LI-TOD. and if so, why they are not included 

A-39 There is only one customer served under Rate LI-TOD and that customer takes 
transmission voltage service. Thus there are no primary voltage customers 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 40 

Responding Witness: William Steven Seelye 

Q-40. Refer to Exhibit 16, page 14 of 33, of the Seelye Testimony. Explain how the total on 
line 18 in the “Kentucky State Jurisdiction” column was calculated. 

A-40. There is a number omitted on the output for line 12 (RESERVE FOR DEF TAXES) in 
the “Kentucky State Jurisdiction” An amount of $256,897,609 should appear on this 
line. The total amount is correct. See attached 







KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 41 

Responding Witness: William Steven Seelye 

Q-41. Refer to pages 56-57 of the Seelye Testimony and Seelye Exhibit 17 

a. Explain how the minimum system demand figure was calculated or whether it is 
simply the low point on the system load curve 

b. Explain how the winter and summer peak hours are calculated 

A-41 I a It is the low point on the combined system load curve 

b The winter and summer peak hours are calculated by counting the number of hours in 
the summer and winter peak periods, respectively, as defined in the time of day 
tariffs. The summer peak period is defined as weekdays from 1O:OO a.m. to 9:00 
p.m., Eastern Standard Time The winter peak period is defined as weekdays from 
8:OO a.m. to 1O:OO p.m , Eastern Standard Time 
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Seelye 

KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 42 

Responding Witness: William Steven Seelye 

4-42, Refer to pages 58-60 of the Seelye Testimony and Seelye Exhibit 18 pages 49-52 

a. Explain and define the functional vectors PROFM and PROVAR 

b. For each of the functional vector allocators, internally generated or otherwise, listed 
in the Exhibit, provide an explanation of how they were derived and the locations of 
the calculations inside the cost of service study. 

A-42. a. PROFM is used to classify production operation and maintenance expenses as fixed 
(demand-related), and PROVAR is used to classify production operation and 
maintenance expenses as variable (energy). As in its prior cost of service studies, the 
Company classified production operation and maintenance expenses as fixed and 
variable using the FERC predominance methodology. Under the FERC 
predominance methodology, production operation and maintenance accounts that are 
predominately fixed, i s .  expenses that the FERC has determined to be predominately 
incurred independently of kilowatt hour levels of output are classified as demand- 
related. Production operation and maintenance accounts that are predominately 
variable, i.e., expenses that the FERC has determined to vary predominately with 
output (kWh) are considered to be energy related. The predominance methodology 
has been accepted in FERC proceedings for over 25 years and is a standard 
methodology for classifying production operation and maintenance expenses. For 
example, see Public Service C0rnpari.y of New Mexico (1980) 10 FERC 7 63,020, 
Illinois Power Co~npariy (1980), 11 FERC 11 63,040, Delriiawa Power & Light 
Conpan,y (1981) 17 FERC fl 63,044, and Ohio Edison Cobnipnny (1983) 24 FERC fl 
63.068. 

b. The internally- and externally-generated functional vector allocators are shown on 
pages 49 through 52 of Seelye Exhibit 18. The column labeled “Name” gives the 
name of the functional vector. Whenever, a particular vector name appears in the 
column labeled “Functional Vector” then that item is functionally assigned using that 
vector. Therefore, the internally generated functional vectors shown on pages 49 
through 52 of Seelye Exhibit 18 are determined based on the item indicated in the 
column labeled “Function Vector”, where such item is calculated on earlier pages of 
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the spreadsheet model. For example, whenever a cost is functionally assigned on the 
basis of “PT&D” (which refers to Total Production, Transmission, and Distribution 
Plant”), then that particular cost is allocated on the basis of the Total Prod, 
Transmission, and Dist Plant identified with in the “Name” column as “PT&D” on 
page 1 of Seelye Exhibit 18. The Intangible Plant items shown toward the top of Page 
1 of Seelye Exhibit 18 are functionally assigned on the basis the PT&D amounts 
shown on the bottom of the page. 

The Company is in the process of compiling the requested information which requires 
extensive analysis. KU will supplement this response when the requested information 
is compiled and available In the interim, the requested information can be traced 
using the electronic vcrsion of the cost of service study provided in response to 
Question No. 30. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 4.3 

Responding Witness: William Steven Seelye 

Q-43. Refer to the Seelye Testimony, at page 65, and Seelye Exhibits 18 (pages 49 - 50), 20,21 
and 22, 

a. Explain how the weights for the zero intercept calculations were derived. 

b. Explain the rationale for and how the results of the zero intercept calculations being 
split between the Distribution Primary and Distribution Secondary Lines. 

c. Explain why the numbers in Exhibit 18 pages 49 and 50 for Underground Conductors 
and Devices and for Line Transformers do not sum to the results of the zero intercept 
calculations in Exhibits 21 and 22. Also, explain how this may change the results of 
the cost of service study? 

d. Page 2 in Exhibits 20-22 appears to illustrate unweighted size and cost data, yet the 
results of the zero intercept calculations are based upon weighted data. Provide an 
explanation of and the calculations supporting the zero intercept and zero intercept 
cost on page 1 in each of the Exhibits. 

e. Page 4 of Exhibits 20-22 show an estimated Y value. Explain how this was derived 
and show how it was used in the zero intercept calculations. 

A-43. a. The weights for Exhibit 20 represent the Quantity in feet of overhead conductor 
installed by the Company by type of conductor. The weights for Exhibit 21 represent 
the Quantity in feet of underground conductor installed by the Company by type of 
conductor. The weights for Exhibit 22 represent the Quantity (or number) of line 
transformers by type of transformer. 

h. Overhead conductor and underground conductor are split between primary and 
transmission voltage based on an engineering analysis. The Company’s electric 
distribution engineering section apportioned each conductor type based on the amount 
installed at primary voltages and the amount installed at secondary voltages. 
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c. The numbers on Exhibit 18, pages 49 and 50, are separated between primary and 
secondary voltages. In total, line transformers sum to the results on Exhibit 22. The 
demand and customer allocations for overhead conductors were inadvertently applied 
to underground conductors. See attached for overhead and underground conductor 
splits between primary and secondary voltages 

d. The analysis does utilize weighted least squares., Weighted least squares is carried 
out by performing least squares regression (without intercept) using the following 
transformed model: 

y& = a& + bx& 

where a is the intercept, b is the slope of the transformed model, x is the independent 
variable, y is the dependent variable, n is the weight. The appropriateness of using 
this transformed model can be determined by minimizing the weighted sum of 
squared differences: 

by setting the two partial derivatives of  this sum with respect to the model 
coefficients equal to zero and solving the resulting system of equations. See pages 
103-105 of Samprit Chattejee and Bertram Price, Regression Analysis by Example 
(.John Wiley and Sons, 1977) 

Unlike the LG&E zero intercepts provided in Case No 2008-00252, the trendlines 
shown on page 2 of the exhibits for KU are correct. 

Est y is calculated by applying the size coefficient from the weighted least squares 
model to the x-value and then adding the intercept For overhead conductor, est y is 
calculated as follows: 

e 

est y =intercept + (x-value) x (size coefficient) 

= 1.5561915 + (x-value) x 0.0024414 

Est y is not used in the zero intercept analysis. Its sole purpose is to determine the 
trendline. 
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Seelye Kentucky Utilities 
Functional Vector for Overhead Conductors -- F003 

Customer Related 78.9190% 64 3053% 14 6137% 

Demand Related 21.081 0% 17.1 774% 3.9036% 

78 9 190% 

21.0810% 



Kentucky Utilities 
Functional Vector for Underground Conductors -- F004 

Customer Related I 72.14% 

Demand Related 1 27.86% 

Attachment to Response to Question No. 43(c) 
Page 2 of 2 

Seelye 

36.7187% 35 4170% 72 1357% 

14.1 836% 13.6808% 27.8643% 

Zero Intercept] Pri-Sec Split Percentages 1 
50.9022%1 49.0978%( 

Classification Percentages Primary Secondary Total 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 44 

Responding Witness: William Steven Seelye 

Q-44. Refer to Seelye Exhihit 19 For each of the allocation vectors listed in the Exhibit, 
provide an explanation of how they were derived and the locations of data upon which 
the calculations are based inside the cost of service study. 

A-44 The Company is in the process of compiling the requested information which requires 
extensive analysis KU will supplement this response when the requested information is 
compiled and available In the interim, the requested information can be traced using the 
electronic version ofthe cost of service study provided in response to Question No. 30. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 45 

Responding Witness: William Steven Seelye 

4-45” Refer to Volume 1 of 4 of the response to Staffs first request, Item 8, at page 2 of 2. 
Paragraph (c) states that KU is eliminating rate GS Explain this statement 

KU is proposing to eliminate the option of customers’ taking primary service under Rate 
GS, not the entire rate schedule. 

A-45 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 46 

Responding Witness: Shannon L. Charnas 

Q-46 Refer to the response to Staffs first request, Item 12(a), at page 1 of 3 .  Explain the 
decrease in Other Electric Revenues of $8,852,478 from year-end April 30, 2007 to year- 
end April 30, 2008. 

A-46. The decrease in the other electric revenues is attributable to lower MISO related revenue 
resulting from the exit from the MISO in September 2006. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 47 

Responding Witness: Lonnie E. Bellar I Valerie L. Scott 

4-47” Refer lo page 8 of the Stafferi Testimony 

a. The following future commitments by E.ON U.S. LLC are discussed: 

$1 “5 million to the University of Kentucky for research on reducing carbon dioxide 
emissions; 

$200,000 per year for 10 years to the Carbon Management Research Group; 

$1.8 million over 2 years to the Kentucky Consortium of Carbon Storage; and 

$25 million to the FutureGen Projecl 

b. For each of these commitments provide separately: 

(1)  The amount of contributions included in KIJ’s test year operating expenses 

(2) A schedule showing the dates and amounts of the anticipated contributions 

( 3 )  The amount of the contribution to be allocated to KU with an explanation for how 
the allocation between KU and LG&E was determined. 

c. Also discussed on page 8 is a 3-year partnership between E.ON U.S. LLC and the 
University of Kentucky’s Center for Applied Energy Research. With regard to this 
partnership respond to the following: 

(1) Provide the total anticipated costs to E.ON U.S. LLC. 

(2) State the costs of this partnership that is included in KU’s test year operating 
expenses. 

(3) Will the costs to E.ON U.S. LLC be entirely through cash contributions or is it 
E.ON IJS.  LLC’s intention to dedicate other resources to the partnership? 
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Bellar / Scott 

(4) If other resources will be dedicated to the project, provide a discussion of those 
resources, the amount of the anticipated costs of those resources, state when they 
are expected to occur, and how those costs will be allocated to KU and LG&E 

(5) Provide a schedule showing the anticipated dates and amounts of E ON U S  
LLC's cash contributions to this partnership and discuss how they will be 
allocated to KU and LG&E 

d. Discuss, in complete detail, the process used by E.ON tJ S LLC and its subsidiaries 
when determining whether a research project, such as those referred to in a and b., 
warrants their involvement and contribution. 

Annual Total 
$1,500,000 

($250,000) 
($250,000) 
($250,000) 

$0 

e. Once the decision is made to participate or contribute to such a project, discuss the 
process used by E,ON US.  LLC and its subsidiaries to determine the appropriate 
amount to be contributed 

Comments 
Recorded accrual to 
Acct. 426, split 50/50 
as both companies 
share equally in 
benefit 
1"payment 
2"d payment 
3'd payment to be 
made 
Operating expenses 

E Does E.ON U.S. LLC intend to eventually pass through the entire cost ofthe projects 
listed in (a) and (b) to the customers ofKU and LG&E? 

g. Provide a list of contributions made for research and development in the last 5 years 
by E.ON IJS. LLC and any of its subsidiaries or affiliates in support of clean air 
electric generation technologies that were ultimately paid for by stockholders and not 
included in rates. 

A-47. a. and b 

Univen 
Date 

2006 

10/06 
7/07 
Late 
2008 
Test 
Year 

of Kentuck 

$750,000 
KU 

($250,000) 
($250,000) 
($250,000) 

$0 

iesearch Fo 
LG&E 
$750,000 

($250,000) 

($250,000) 

$0 

($250,000) - 
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See below for account 

Centuck Consortium of G+-rm- 

T 
arbon Storage contributior 

LG&E I Annual 
3 r T p - T  Total 

Comments 

No contributions or 
expenses in the test 

All anticipated 
payments to be split 
5 1.22% to LG&E, 
48.78% to KIJ, an 
allocation based on 
revenue, total assets 
and payroll costs from 
12/07. 

See below for account 
to be charged. 
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Date KIJ LG&E Annual Comments 

9/06 
12/06 
Test Year 

year 
All anticipated 

Total 
$ 150,000 $ 150,000 $ 3 00,000 Charged to Acct 426 

400,000 400,000 800,000 Charged to Acct 426 
0 0 0 No contributions or 

expenses in the test 

payments to be 
charged to Account 
426 as paid, split 
50/50 as both 
Companies share 
equally in benefit 

Pending the outcome of the Commission’s Case No. 2008-00.308, Joint 
Application of Duke Energy Kentucky, Inc, ~ Kentucky Power Company, Kentucky 
Utilities Company and Louisville Gas and Electric Conipany ,for an Order 
Approving Accounting Practices to Establish Regulatory Assets and Liabilities 
Related to Certain Payments Made to Carbon Management Research Group and 
the Kentucky Consortium for Carbon Storage, the contributions for Carbon 
Management Research Group and Kentucky Consortium of Carbon Storage will 
be charged to FERC Account No. 426 as paid. In this Case, the Company 
requests to defer the cost of these contributions as a regulatory asset for which it 
will seek rate recovery of in its next general rate application. 

c. (1) See (a)-(b) above for the IJniversity of Kentucky Research Foundation. It is the 
same program as was listed for the LJniversity of Kentucky $1.,5 million 
commitment. 

(2) See (a)-(b) above for the University of Kentucky Research Foundation 

( 3 )  The cost to the Company will be covered entirely under the cash contribution 

(4) Not applicable 

(5) See (a)-(b) above for the University of Kentucky Research Foundation. 

d. and e. The Companies utilize the basic framework outlined below to determine their 
participation and the level of financial support to be provided. 

Need: Is there a need within the Companies for the results of the research activities? 
Are the results of the research likely to support the Companies strategic initiatives? 
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Risk & Impact: Will the research help mitigate risks facing the Companies? Will the 
participation provide direct and timely benefits for customers? 

Research Competence: Is the researcher competent in their field and are they likely 
to be successful? 

Goals and Scope of Work: Are the research goals clearly defined and detailed with a 
scope of work including a timeline? 

Funding Level: What is the assessment of the likely benefits of the research effort 
against the proposed cost? How does the costibenefit analysis compare to other 
current research opportunities? 

The $1.5m contribution to the University of Kentucky was recorded below-the-line 
and the Companies do not plan to seek recovery from customers. 

The Companies’ proposal for cost recovery is outlined in Case No. 2008-00.308 for 
their proposed contributions to the Carbon Management Research Group and the 
Kentucky Consortium of Carbon Storage. 

The contributions to the FutureGen project to-date have been recorded below-the-line 
thus not charged to the customers. Given the recent developments with respect to the 
FutureGen project and its somewhat uncertain future the Companies have not made a 
final decision with respect to cost recovery of FutureGen contributions. 

E, 

Year I 
Total I $1,300,000 I $1,300,000 1 $2,600,000 1 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 48 

Responding Witness: Paul W. Thompson / John  J. Spanos 

4-48“ Refer to Volume 4 of 5 of KU’s Application, the Testimony of Paul W. Thompson 
(“Thompson Testimony”), at page 7. 

a. Discuss h l ly  the tightening of environmental constraints and its impact on the 
retirement dates of generating facilities. This discussion should specifically address 
anticipated EPA regulations and their impact on specific generating units. 

b. Discuss how the uncertainty of the retirement dates of the generating units discussed 
in a. was accounted for in the depreciation study submitted by KU in Case No 2007- 
00565 

A-48 a. The most anticipated addition to current environmental legislation is carbon or 
greenhouse gas legislation mandating reduction in carbon dioxide emissions. There 
has been significant and ongoing interest and activity in Congress during the last two 
years concerning carbon legislation. However, there remains a wide spectrum of 
proposals and corresponding uncertainty. Further legislative activity can he 
anticipated following elections in November 2008, but when new legislation or 
regulations will be enacted and how it would impact the Companies’ existing 
generation cannot be accurately predicted at this time. 

In addition, the decisions this year by the United States Court of Appeals for the D. C. 
Circuit striking down the Clean Air Mercury Rule (CAMR) and Clean Air Act 
Interstate Rule (CAR) are likely to lead to new regulations that may impose further 
environmental constraints relating to mercury, sulfur dioxide and nitrogen oxides 
within the next two to three years. 

Any potential carbon legislation if enacted is more likely to have a greater impact the 
older, smaller coal-fired units. To simulate this, the Companies included a sensitivity 
in the 2008 IRP that included the retirement of Green River 3 and 4 and Tyrone 3 
(total of 234 MW). This sensitivity assumed the three units would he retired in 
December 2014 and resulted in accelerating the need for additional generation 
capacity and $250 million in additional present value of revenue requirements 
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b. The retirement dates for generating units in the depreciation study incorporale many 
variables and uncertainties. These probable retirement dates are the midpoint of all 
the probabilities of factors that would cause the retirement of each geneIating unit 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 49 

Responding Witness: Paul W. Thompson 

Q-49. Refer to page 11 of the Thompson Testimony. 

a. Provide the approximate point in time when KU began using thermal-based 
transmission line ratings, as opposed to seasonal (static) ratings, to measure line 
capacity. 

b. Provide the number of Transmission Line Loading Relief directives called on KIJ's 
system for each calendar year since the adoption of thermal based ratings and for the 
3 calendar years prior to its adoption. 

A-49. a. Temperature based ratings for both LG&E and KU were fully implemented in the 
second quarter of 2006. 

b. The number of directives called upon for LG&E and K1J combined (since they are 
operated as one transmission system) are as follows. 

2002 147 
2003 119 
2004 189 
2005 265 
2006 104 
2007 54 
2008 29 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00253 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 50 

Responding Witness: Paul W. Thompson 

Q-50. Refer to page 16 of the Thompson Testimony. 

a. What will be KU's portion of ownership in the FutureGen project. 

b. State the anticipated dates of completion for the refurbishment of the Dix Dam 
facility 

c. State the anticipated dates of completion for renovation of the Ohio Falls 
hydroelectric units. 

A-50. a. FutureGen is a non profit consortium with a 501 (c) ( 3 )  tax status, made up of a mix 
of public and private companies, including KU and LG&E. Neither KU or LG&E 
have any actual ownership in FutureGen. 

b. The Dix Dam facility is made up of three generating units. Unit 3's renovation will 
be complete in 2009. Units 1 and 2 are targeted for completion in 2012 

c. Ohio Falls is made up of  eight generating units. The renovation of two of the eight 
units is now complete., The remaining six units are targeted for completion between 
2010 and 2015. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 51 

Responding Witness: Paul W. Thompson 

Q-5 1 Refer to page 17 of the Thompson Testimony, specifically, the reference to the July 2007 
Request for Proposals seeking long-term capacity and energy supplies from renewable 
resources. Based on the more detailed discussions entered into with the short-list 
developers, when does KU expect to make a decision and/or selection for acquiring 
power from renewable resources? 

A-51. The Companies continue to evaluate the proposals. KU and LG&E will inform the 
Commission in a timely manner once a decision is known 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 52 

Responding Witness: Chris Hermann 

Q-52. Refer lo Volume 4 of 5 of KU’s Application, the Testimony of Chris Hermann 
(“Hermann Testimony”) at page 6. Provide KU’s SADI,  SAIFI and CADI  
measurements, on an annual basis for the years 2003 through 2007. 

A-52. The Distribution Reliability report for Kentucky Utilities Company (KU) is based on the 
calendar year 2007 (January through December). The utility has reported the most recent 
five years of data including the current year. 

The report includes the following: 

1. System Average Intemption Duration Index (“SAIDI”) 
2. System Average Interruption Frequency Index (“SAIFI”) 
3 .  Customer Average Interruption Duration Index (“CADI”) 

Pursuant to Commission directive, the Institute of Electrical and Electronic Engineers 
(“IEEE”) standard number IEEE 1366 - 2003 has been used to define the terms in the 
reliability report, including the criteria for omitting events classified as major event days. 
The 2007 data is reported by the IEEE exclusion definition. Data is not available based 
on the IEEE rule prior to 2007. Data for 2006 and earlier is reported on the company’s 
previous 24 hour exclusion rule. The 24 hour exclusion rule was defined as any major 
event exceeding 24 hours restoration time. 

Outages have been measured and reported in minutes. 

KU initiated the installation of a new Outage Management System (OMS) in November 
2003 and completed the installation in April 2004. Because the data collected through the 
new OMS system is more complete and accurate than previous data collection methods, 
the new data collected is difficult to compare to the earlier data. This lack of 
comparability has the effect of showing an increase in SAID1 and SAIFI for 2004 as 
compared to the previous year. 
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The data provided herein was submitted in KU's 2007 Annual Reliability Report 
pursuant to the Commission's Order, Administrative Case 2006-00494, dated October 26, 
2007. 

Kentucky Utilities 
2003 
2004 - 
2005 
2006 
2007 

SAID1 CAlDl 
(minutes) SAlFl (minutes) 

87.20 0.751 116.19 
95.66 0.923 103.61 
71.77 0.756 94.99 
76.40 0.761 100.37 
75.07 0.739 101.60 

- 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 5.3 

Responding Witness: Robert M. Conroy 

Q-53. Refer to all the allocation factors shown on Volume 1 of 4 of KU’s response to Staffs 
first request, Item 13 and Volume 4 of 5 of KU’s Application at Exhibit 1, Allocators of 
the Rives Testimony. 

a. Provide a description of each factor and explain why its use is reasonable in all 
instances it is applied throughout Item 1.3 and KU’s Application. 

b. Indicate where in Volume 3 of 4 of K‘IJ’s response to Staffs first request, Item 40 
each allocation factor is calculated. 

c, Provide workpapers for the allocation factors which are not included in Volume 3 of 
4 of KU’s response to Staffs first request, Item 40. 

A-53 a, Allocation Factors of the Rives Testimony: 

ECR Operating Expense: 
This allocator is developed to accurately remove ECR operating expenses from KIJ’s 
revenue requirement. ECR expenses include operating and maintenance expenses, 
depreciation expense and property tax expense. All expenses are jurisdictionalized in 
each ECR monthly filing on the basis of revenues; however, because for rate making 
purposes, KU’s expenses are jurisdictionalized through the Jurisdictional Separation 
Study (Seelye Exhibit 161, ECR expenses removed from the revenue requirement 
must be jurisdictionalized using the same methods that are used in developing the 
revenue requirement. This allocator is used only on Reference Schedules 1.05 and 
1.06. 

Energy: 
The Energy allocator is the ratio of Kentucky retail energy use in kWh to total KU 
energy sales in kWh. The Energy allocator is used to jurisdictionalize fuel inventory, 
fuel accounts payable, off-system and intercompany sales, fuel expense, boiler 
operations and maintenance expense, purchased power expense and regulatory 
expense. The Energy allocator is appropriate because the level of expense incurred or 
revenue realized is directly related to the level of energy sales. 
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Depreciation: 
Depreciation expense is allocated to jurisdictions based on the amount of plant in 
service allocated to each jurisdiction in which KU provides service. The depreciation 
allocator is the result of dividing the sum of ,jurisdictional depreciation expense by 
total company depreciation expense and is applied to the depreciation expense 
accounts 40301 1 through 403 1 15. 

Labor: 
The labor allocator is based on direct labor charges. Company employees charge 
time to various expense accounts according to the work being performed; this direct 
labor is then allocated to the jurisdictions on the basis of the production, transmission 
or distribution plant balance, whichever is appropriate. Customer-related direct labor 
is allocated on the basis of non-labor charges in the various customer-related areas. 
Administrative and General direct labor is allocated on the basis of total non-A&G 
labor. The Labor allocator is the result of dividing the sum of all labor for each 
,jurisdiction by total company labor. The Labor allocator is applied to A&G accounts, 
payroll clearing accounts, pension benefit accounts, employment taxes accrued, 
employment taxes payable, and other employment-related short term liabilities (ix. 
workers compensation payable, unemployment insurance, etc.) 

Distribution plant: 
The distribution plant allocator is based on distribution plant allocated to each 
jurisdiction. The allocator is applied to Distribution Operations Supervision and 
Engineering expenses, miscellaneous distribution operations expenses, rent from 
distribution facilities, supervision and engineering of distribution maintenance 
expenses, and miscellaneous distribution maintenance expenses. 

Retail Energy: 
The retail energy allocator is the ratio of each jurisdiction’s energy sales to total retail 
energy sales. Retail Energy is applied to advertising expense. This allocation is 
appropriate because the Company’s advertising is directed at its retail customers. 

Demand: 
The demand allocator is the ratio of each jurisdiction’s 12-CP to the total company 
12-CP. 12-CP is the average of the monthly peaks in eachjurisdiction, coincident to 
KIJ’s monthly peaks. The demand allocator is applied to generation and transmission 
assets (with the exception of certain Virginia transmission assets that are directly 
assigned to the Virginia jurisdiction), to system dispatch operations expenses, and to 
the capacity component of purchased power ( i f  any). The demand allocator is 
appropriate for these costs because generation and transmission assets are built to 
meet load requirements. 
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EXP9025: 
This allocator is the result of allocating customer accounting expenses to each 
jurisdiction. The EXP9025 allocator is applied to labor charged to customer 
accounting expenses. The allocator is appropriate for the postage increase adjustment 
on Rives Exhibit 1, Reference Schedule 1.30 because the customer accounting 
function performs billing services. 

Allocated Operating Expense: 
This allocator is the sum of jurisdictional operations expense divided by total 
company operations expense. This allocator is only applied to the proposed 
adjustment for vehicle fuel expense, and is appropriate because vehicles are used in 
all areas of the Company's operations. 

Net Plant: 
Net Plant is the jurisdictional ratio of Plant in Service less Accumulated Depreciation 
to total company plant in service less total company accumulated depreciation. Net 
Plant is applied to property taxes, which is appropriate because KIJ pays properly 
taxes on its year-end net plant in service balance. 

Income Tax Expense: 
This allocator is the ratio of federal and state income taxes allocated to each 
,jurisdiction. The income tax allocation is the sum of calculated income taxes in the 
jurisdictional study plus a true-up adjustment to make total federal and state taxes 
equal total taxes on the income statement. The true-up adjustment is allocated on rate 
base, based on the relationship of taxable income to rate base. Income Tax Expense 
is applied to all tax lines on the Amended Attachment to PSC-I Question No,  13 

b. Allocators in Item 13: 
In general the allocators identified below are either calculated and displayed at the 
referenced page in Seelye Exhibit 16, or they are calculated for Item 13 by dividing 
Kentucky State Jurisdiction (column 2) by Total Kentucky Utilities (column 1) for the 
designated amounts. 

Plant: 
Page 16 of 33, Row 30, This allocator is applied to plant in service balances on Item 
13. 

Demand: 
Page 7 of 33,  Row 1. This allocator is applied to ARO assets, ARO accumulated 
depreciation, ARO and MISO exit fee regulatory assets, emission allowance 
inventory, key man life insurance, ARO liabilities, certain deferred credits, ARO 
regulatory liabilities, demand component of purchased power, dispatch expenses, 
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CWIP: 
Page 18 of 33, Row 15 This allocator is applied to CWIP balances on Item I 3  

Accum Depr: 
Page 17 of 33, Row 25 
balances on Item 13 

This allocator is applied to accumulated depreciation 

RateBase: 
Page 10, Row 1 1  This allocator is applied to cash accounts, prepaid expenses, 
financing expenses, customer orders, long term debt accounts payable, intercompany 
accounts payable, state sales taxes payable, property taxes, accrued interest on long 
term debt, and interest expense 

Revenue: 
Page 10 of 33, Row 4. This allocator is applied to revenues that cannot be directly 
assigned based on sources, and certain accounts receivable that are not customer 
specific. 

Labor: 
Page 9 of 33, Row 3. This allocator is applied to labor-related pension assets and 
liabilities, employment taxes (accrued, payable, and expense) miscellaneous 
withholdings on behalf of employees (Le. DCAP, savings bonds, HCRA, etc,), 
deferred compensation, and administrative and general expenses. 

Energy: 
Page 8 of 33, Row 1: This allocator is applied to fuel inventory accounts, 
transmission accounts payable, energy component o f  off-system sales, operating and 
maintenance expenses charged to FERC accounts 501, 512, 513, 544, 547, and the 
energy component of purchased power. 

M&S: 
Allocator is calculated using 13-month average materials and supplies balances, and 
the plant allocation factors for the types of materials in inventory. The allocator is 
applied only to materials and supplies balances. 

Stores: 
Allocator is calculated using 13-month average of account 163 balances 

Accum Def Inc Tax: 
Page 19 o f  3.3, Row 15. 

Income taxes: 
Page 27 of33, Row 16 plus Row 24 



Response to PSC-2 Question No. 53 
Page 5 of 6 

Conroy 

Depr Exp: 
Page 24 of 33, Rows 1 - 24 

Amort Exp: 
Page 24 of 33,  Rows 25 and 26 

Regulatory Credits: 
Page 25 of33, Row 1 1  

Plant: 
Page 16 of 33, Row 30 

Stmplt: 
Page 15 of 33, Row 8.  Used to allocate steam operating and maintenance expenses 
that are not allocated on energy. 

Hydplt: 
Page 15 of 33, Row 12. Used to allocate hydro operating and maintenance expenses 
that are not allocated on energy. 

Othplt: 
Page 15 of 33, Row 16. Used to allocate other production operating and maintenance 
expenses that are not allocated on energy. 

Prodplt: 
Page 15 of 33, Row 17. Used to allocate system control and dispatch expenses 

Tranplt: 
Page 15 of 33, Row 23. IJsed to allocate transmission operating and maintenance 
expenses. 

Plt.3602: 
Page 16 of 33, Rows 3 and 16. Used to allocate distribution substation operating 
expenses. 

Plt3645: 
Page 16 of 33, Rows 4 and 17. Used to allocate distribution poles and overhead 
conductor operating and maintenance expenses. 

Plt3667: 
Page 16 of33,  Rows 5 and 18. Used to allocate distribution underground conductor 
operating and maintenance expenses. 
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Plt373: 
Page 16 of 33, Rows 12 and 25. 
maintenance expenses 

Used to allocate street lighting operating and 

Plt.3 70: 
Page 16 or  33, Rows 10 and 23. llsed to allocate meter operating and maintenance 
expenses. 

Plt371: 
Page 16 of 33, Rows 1 1  and 24. Used to allocated operating and maintenance 
expenses incurred while servicing outdoor lighting installed on private property 

Distplt: 
Page 16 of 33, Row 28. Used to allocate distribution labor expenses. 

Labca: 
Page 33 of 33, Row 6 Used to allocate customer accounting expenses 

Labsa: 
Page 33 of 33, Row 14 Used to allocate sales expenses charged to FERC accounts 
907 and 91 1 

Cust908: 
Page 8 of 33, Row 14: Direct assigned based on total customers 
expenses charged to FERC account 908 - customer assistance. 

Cust909: 
Page 8 of 33, Row 15: Direct assigned based on retail customers, IJsed to allocate 
expenses charged to FERC account 909 - customer information. 

cust9 13 : 
see Cust909 

c. All allocators are contained in Seelye Exhibit 13 

LJsed to allocate 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 54 

Responding Witness: Lonnie E. Bellar 

Q-54. Refer to Volume 4 of 5 of KU’s Application, the Testimony of Lonnie E. Bellar (“Bellar 
Testimony”) at page 6 where an explanation is given for the unbilled revenue adjustment 
decreasing test year operating revenues by $6,878,000. 

a, In his testimony, Mi-. Bellar states that the Commission accepted removal of unbilled 
revenues in KU’s previous rate case, Case No. 2003-004.34. The unbilled revenue 
adjustment in that case increased test year revenues by $675,000. The proposed 
unbilled revenue adjustment in the case at bar decreases test year revenues by 
$6,878,000. The net difference in the unbilled revenue adjustments of the previous 
and current case is $7,553,000. Provide an explanation for such a significant swing in 
the unbilled revenue adjustments. 

b. Explain in detail why an unbilled revenue adjustment is appropriate for rate-making 
purposes. 

A-54. a. The increase in the unbilled revenue adjustment is the result of customers paying 
higher rates on increased sales volumes in the test period April 2008 compared to the 
test period September 2003, in Case No. 2003-00434. 

b. The adjustment to remove unbilled revenues from operating revenues is appropriate 
for a number ofreasons. 

First, the Commission has approved this type of adjustment in L.G&E’s rate cases for 
at least the last two rate cases prior to this case. 

Second, the adjustment provides a better match of test-year revenues and expenses, 
using as-billed revenues for rate-making purposes rather than the revenues recorded 
on an accrual basis for accounting purposes. 

Third, unbilled revenues are estiriintes that attempt to put revenue on a calendar 
month basis instead of a billing cycle basis. As a result, there are no class billing 
determinants associated with unbilled revenues. The only metered billing 
determinants available are associated with as-billed revenue, With a historical test 
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year, rate case revenue, allocators, billing determinants, etc should be based on 
known and measured metered information that is readily available and verifiable, and 
much more accurate than estimated unbilled revenues data 

Fourth, the billing determinants used to develop the proposed rates include 
units related to the unbilled revenues In other words, the billing determinants used to 
determine proposed rates reflect as billed determinants, and do not include unbilled 
determinants Consequently, if unbilled revenues m e  not removed from test-year 
operating revenues, then the billing units used to establish rates in the case would 
need to be revised to also reflect unbilled revenue 

Fifth, if unbilled revenues are iiof removed from operating revenues, all revenue 
adjustments would have to be re-determined on an unbilled basis and not an as-billed 
basis. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 55 

Responding Witness: Shannon L. Charoas 

Q-55. Explain the methods used to calculate and record unbilled revenues. This explanation 
shall include discussion of accruals and subsequent reversals to all accounts used to 
account for unbilled revenues. 

A-55. The Company uses an output based methodology to calculate unbilled revenue. Unbilled 
revenue is based on the daily electric net output (in kWh), which is the daily total output 
(load) reduced for line loss, non-jurisdictional and Company usage. 

An unbilled percentage is applied to each day's electric net output to determine the daily 
unbilled kWh. The unbilled percentage is calculated by dividing the number of hilling 
cycles billed prior to a given day by the total number of cycles for the month (Le", 20). 
For example, if 4 billing cycles have occurred by the 6th of the month the unbilled 
percentage for the 6'h would be 20% (Le., 4 billing cycles / 20 total billing cycles) or 20% 
of the net kWh output for that day would be unbilled. 

The daily unbilled kWh is allocated to the various revenue classes based on the cooling 
degree days (CDD) and/or heating degree days (HDD) for that day. The daily unbilled 
kWh allocated to each revenue class is totaled for the month and then priced. The rates 
and regulatory mechanisms applicable to the next month &e", when this unbilled usage 
will be billed) are used to price the total unbilled kWh for each revenue class and 
determine the unbilled billed revenue. 

The unbilled revenue is then accrued in the current month and immediately reversed in 
the following month. The Company records unbilled revenue in the general ledger by 
revenue class and revenue component. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 56 

Responding Witness: Shannon L. Charnas 

4-56. a. Does KIJ accrue unbilled revenues on a monthly hasis? 

h. If yes to (a), provide an analysis of all entries to all accounts affected by the 
accounting for unbilled revenues for each month of the test year and provide 
workpapers showing how the amounts were determined., 

A-56. a. Yes, KU does accrue unbilled revenues on a monthly hasis 

h. See attached and Acrobat files on the CD for the requested analysis. Additionally, 
please see the Company’s response to Question No. 55 for how the amounts were 
determined. 

















KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 57 

Responding Witness: Shannon L. Charnas 

4-57. Reconcile and explain the difference in unbilled revenues reported at April 30, 2007 of 
$32,325,000 and those reported at April 30,2008 of $39,203,000. 

A-57 See attached. The increase of $6,878,000 is primarily the result of a higher fuel costs as 
well as an increase in Environmental Cost Recovery rolled into the energy charge for 
2008 as compared to 2007 
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Kentucky Utilities Company 

Case No. 2008-0025 1 
Unbilled Revenue Reconciliations 

For the Periods April 30, 2007 and April 30, 2008 

Residential Sales - Revenue DSM $ 118,834 $ 125,133 $ (6,299) 
Residential Sales - Energy - Nonfuel 6,061,180 5,912,598 148,582 
Residential Sales - Energy - Fuel 3,541,175 4,717,693 ( I , ]  76,518) 
Residential Sales - FAC 1 16,449 ( I  16,449) 
Residential Sales - ECR 370,483 433,749 (63,266) 
Residential Sales .. MSR (163,384) (191,672) 28,288 
Residential Sales - VDT (36,474) (34,781) (1,693) 
Residential Sales - Customer Charge 997, I87 1,029,83 1 (32,644) 
Commercial Sales - DSM 11,863 12,661 (798) 
Commercial Sales - Energy - Nonfuel 2,960,958 3,279,134 (318,176) 
Commercial Sales - Energy - Fuel 2,877,900 4,333,992 (1,456,092) 
Commercial Sales - FAC 104,871 (1 04,871) 
Commercial Sales - STOD 7,757 5,819 1,938 
Commercial Sales - ECR 293,223 384,641 (944 18) 
Commercial Sales ~ MSR (129,312) (169,971) 40,659 
Commercial Sales - VDT (28,868) (30,843) 1,975 
Commercial Sales - Demand Charge 1,980,460 2,194,524 (2 14,064) 
Commercial Sales - Customer Charge 61 8,020 624,173 (6,153) 
Industrial Sales - DSM 235 144 91 
Industrial Sales - Energy - Nonfuel 1,795,266 1,764,s 17 30,749 
Industrial Sales - Energy - Fuel 4,402,155 6,110,148 ( 1,707,993) 

Industrial Sales - STOD PCR 6,736 4,556 2, I80 

Industrial Sales - MSR (147,260) (1  80,079) 32,820 

Industrial Sales - Demand Charge 3,005,256 3,124,181 (1 18,925) 

Mine Power Sales - DSM 171 102 69 
Mine Power Sales - Energy - Nonfuel 259,786 276,496 (1 6,710) 
Mine Power Sales - Energy - Fuel 465,007 692,497 (227,489) 
Mine Power Sales - FAC 15,890 ( 1  5,890) 
Mine Power Sales - STOD PCR 1 I O  33 77 
Mine Power Sales ~ ECR 39,952 52,021 (12,069) 
Mine Power Sales - MSR (17,619) (22,988) 5,369 
Mine Power Sales - VDT (3,933) (4,171 ) 238 

Industrial Sales - FAC 147,974 (1  47,974) 

Industrial Sales - ECR 333,921 407,516 (73,595) 

Industrial Sales - VDT (32,875) (32,678) (197) 

Industrial Sales - Customer Charge 29,566 29,72 1 (155) 
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Kentucky Utilities Company 
Case No. 2008-00251 

Unbilled Revenue Reconciliations 
For the Periods April 30, 2007 and April 30,2008 

I I I 

Total KU Unbilled 1 $ 32,325,000 I $ 39,203,000 I $ (6,878,000) 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 58 

Responding Witness: Shannon L. Charnas 

Q-58. At account 173 - Accrued Utility Revenues, the IJniform System of Accounts states that 
“In case accruals are made for unbilled revenues, they shall be made likewise for unbilled 
expenses, such as for purchased power.” 

a. State the amount of all “unbilled expenses,” by account, that was accrued in 
concurrence with the recording of unbilled revenues as required by the USoA. 

b. State why the “unbilled expenses” were not removed from test year operations 
following the removal of the unbilled revenues. 

A-58. a. The Company did not accrue any “unbilled expenses” in concurrence with recording 
unbilled revenues. However, the Company follows accrual-basis accounting and 
accordingly records liabilities for all goods and services received in each accounting 
period. Using this accrual-basis method, each 12-month period contains 12 months 
worth of expenses. 

b. See response to Question No. 54 for an explanation of why unbilled revenues are 
removed. The Company has historically removed the unbilled revenues in the 
calculation of rates as approved in KU’s last base rate case, Case No. 2003-00434, 
and LG&E’s last base rate case, Case No. 2003-0043.3, as well as LG&E’s Case No. 
2000-080 and Case No. 90-158. Accrued expenses were not removed in any of these 
cases. In its Order in Case No. 2003-00433, the Commission recognized that “the 
revenues eliminated by LG&E’s adjustment included the recovery of environmental 
surcharge, fuel clause and demand-side management costs that are removed from test- 
year operating results through various other adjustments”. In that case, as in this one, 
the Company has proposed adjustments for those and other factors that impact the 
calculation of unbiiled revenues, such as changes in the number of customers, to 
properly normalize for those factors. In its Order, the Commission indicated that any 
mismatch “is adequately mitigated by the various normalization adjustments included 
in its rate application”. Since the Company made similar adjustments in this case and 
such adjustments were agreed to by the Commission in the last case, the Company 
did not propose to remove “unbilled expenses” from test year operations following 
the removal of the unbilled revenues. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 59 

Responding Witness: William Steven Seelye 

Q-59 a. Provide a list of all instances by utility name, case number and jurisdiction where Mr. 
Seelye has proposed and a commission has accepted the exact method of analysis 
used in this case to develop a temperature normalization adjustment for an electric 
utility. 

From the list provided in response to a ,  provide copies of two recent commission 
final orders approving the temperature normalization method used by Mr Seelye 

b 

A-59. Mr. Seelye has not proposed this exact methodology in any other jurisdiction. This 
methodology was largely developed to address specific concerns expressed by the 
Commission about earlier proposed temperature normalization adjushnents and to 
include concepts that the Commission indicated that it would expect to be included in an 
electric temperature normalization adjustment. 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 60 

Responding Witness: William Steven Seelye 

4-60, a. Provide a list of all instances by utility name, case number, and jurisdiction where 
Mr. Seelye has proposed and a commission bas rejected the exact method of analysis 
used in this case to develop a temperature normalization adjustment for an electric 
utility. 

b. From the list provided in response to a., provide copies of two recent commission 
final orders denying the temperature normalization method used by Mr. Seelye. 

A-60. MI. Seelye has not proposed this exact methodology in any other jurisdiction. This 
methodology was largely developed to address specific concerns expressed by the 
Commission about earlier proposed temperature normalization adjustments and to 
include concepts that the Cornmission indicated that it would expect to be included in an 
electric temperature normalization adjustment. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 61 

Responding Witness: William Steven Seelye 

Q-61. Compare and contrast, in full detail, the method used by Mr. Seelye to develop his 
weather normalization adjustment as discussed in his testimony at pages 19-51 to the 
methods used by KU lo weather normalize revenues and expenses when developing 
annual budgets and forecasts. 

A-61. The KU load forecasting methodology is based on econometric modeling of energy sales 
by customer class, hut also incorporates specific intelligence on the prospective energy 
requirements of the utility’s largest customers. Econometric modeling captures the 
(observed) statistical relationship between energy consumption - the dependent variable 
- and one or more independent explanatory variables such as weather (expressed in 
monthly heating and cooling degree days), the number of households, or the level of 
economic activity in the service territory. Forecasts of electricity sales are then derived 
from a projection of the independent variable(s). 

KU utilizes a forecast of ‘normal’ monthly weather - computed as the average of 
monthly heating and cooling degree-days over the past 20-years - to produce its weather- 
normalized electric sales forecast. In its standard variance reporting process, the impact 
of non-normal weather is measured by multiplying class-specific weather coefficients 
derived in its econometric modeling process by the deviation in actual weather from 
normal. In more rigorous analyses of the impact of non-normal weather on electricity 
sales, KU utilizes the weather-normalization process applied by Mr. Seelye in this 
proceeding. 

The following are key differences between the weather-normalization process employed 
by KU in its standard variance reporting process (“KU Process”) and the process applied 
by Mr. Seelye (“Seelye Process”): 

1. In each process, a weather-adjustment is computed by multiplying weather 
coefficients by a deviation in actual weather from ‘normal.’ The weather deviation 
utilized in the KU Process is larger than the deviation utilized in the Seelye Process. 
In the KU Process, the weather deviation is computed as the difference between 
actual weather (measured in degree-days) and the 20-year average of degree days. In 
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the Seelye Process, the weather deviation is computed as the difference between 
actual weather and the outer bound of a ‘range’ of normal weather. 

2. The KIJ Process utilizes multiple years of monthly historical usage data in the 
derivation of its weather coefficients. In addition to weather variables, the KU 
Process utilizes various economic and demographic variables as independent 
variables in its econometric modeling process. The Seelye Process utilizes daily 
usage data for the month that is being weather-normalized in the derivation of its 
weather coefficients. Because the Seelye process focuses directly on the month in 
question, the impact of economic and demographic factors can be assumed constant 
throughout the month. As a result, the somewhat subjective process of selecting 
economic and demographic independent variables can be avoided with the Seelye 
Process. 

3 .  By utilizing daily usage data, the Seelye Process is able to match the daily usage data 
precisely to the daily weather data. In the KU Process, the average usage across 20 
billing cycles for a given billing month is matched to the average number of degree 
days for the month. 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 62 

Responding Witness: William Steven Seelye 

4-62“ Refer to pages 20-51 of the Seelye Testimony and Seelye Exhibits 8-13 concerning the 
proposed electric temperature normalization adjustment. 

a. Pages 35-39 include a discussion of the step-wise regression procedure performed 
using the “Stepwise” model selection method in the SAS statistical software package 
and a description of the variables, or regressors, that were considered in the step-wise 
regression process. Explain whether the headings of Columns 1-6 in Seelye Exhibit 
12 reflect the variables that were not deleted by the model under the step-wise 
regression process. 

b. Are the amounts in the “Total Adjustment” column for the first 26 lines on Exhibit 
12, page 1 of 5, intended to sum the amount of 119,925,000 kWh shown on the first 
and second lines of Column 1 of Exhibit 19? 

c. The first and second numbered columns in Exhibit 12 appear to have the headings 
HDD60 and HDD 65, which represent heating degree days using a 60 and 65 degree 
base, respectively. Explain why Exhibit 12 appears to show heating degree days 
outside of the range for month 4 while Exhibit 9 appears to show days outside the 
range for months 9 and 10. 

d. Is it correct that the results from the “Stepwise” model selection method, as shown on 
Exhibit 12, page 1 of 5 ,  produce kWh adjustments for the residential class in the 
following months based on these different variables/regressors: 

(1) Month 5, CDD70 and Maximum Temperature 

(2) Month 8,CDD70 

(3) Month 9, CDD65 

(4) Month 10, CDD 65 

(5) Month 5, CDD70 and Maximum Temperature 
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(6) Month 8, CDD8 

(7) Month 9, CDD9 

(8) Month 10, CDD 70 and Minimum Temperature 

e. The testimony states that step-wise regression removes the risk ofjudgment and bias 
on the part of the analyst in determining which subset of regressors should be 
included in a model. Explain whether the removal of such risk outweighs the 
expectation of a greater degree of consistency in quantifying the relationship between 
temperature and electricity consumption. 

f. Provide two revised runs of Seelye Exhibits 12 and 13, one which includes HDD65 
and CDD as the only variables and a second which includes HDD60 and CDD as the 
only variables. 

g. Explain how it was determined that the specific expense accounts listed on Exhibit 
14, which are all production expense accounts, are the only expense accounts to be 
included in calculating the expense portion of the adjustment. 

h. Provide workpapers, and evidence supporting the workpapers, calculating the actual 
and 30-year average cooling and heating degree days included in Exhibit 9, page 1 of 
the Seelye Testimony. 

A-62. a. The headings reflect the temperature variables in the model. In many cases, the 
variables shown in the heading were removed in the stepwise process. For example, 
if the value for a variable is zero in a month, then the variable was not included in the 
final model through the application of the stepwise procedure. In addition, the table 
does not indicate the non-temperature dichotomous variables that were included in 
the model, such as Weekend, Monday, and Friday. Including these dichotomous 
variables will oAen significantly improve how well the model fits the data, The 
variables that were ultimately selected are shown in Seelye Exhibit 12 for each month 
and for each rate class for which a temperature normalization adjustment was made. 

b. No. These figures should sum to the 158,831,000 amount shown on Seelye 
__ 13. 

c. The table in Exhibit 12 shows information for HDD65 and CDD65, but does not 
show information for any of the other HDD variables, including HDD60. As can be 
seen on page 1 of Seelye Exhibit 12, there is an adjustment for HDD60 in month 4 
but not an adjustment for HDD65. As can be seen on page 4 of Seelye Exhibit 18, the 
actual HDD60 is outside of the range for HDD60, even though HDD65 is inside the 
range for HDD65. 
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Seelye 

d,, Yes, for items (1) through (5). No, for items (6) through (8) There appears to be 
typographical problems in items ( 5 )  through (8). 

e. The Company gave a great deal of consideration to the issue posed in the question. 
Including a wider range of potential temperature variables in the model and allowing 
those variables to change from month to month will certainly improve the fit of the 
model for any given month. But, as the question suggests, allowing for different 
temperature variables to be used will reduce the consistency in quantifying the 
relationship between temperature and electric consumption from month to month. 
Consequently, there is a tradeoff between the accuracy of the model on one hand and 
consistency of results on the other hand. Ultimately, the principal consideration that 
motivated the Company to select the stepwise approach was that it wanted to 
adequately address the criticisms made by the Commission of LG&E’s previous 
temperature normalization methodologies. For example, in its Order in Case No. 
10064, the Commission indicated that LG&E should consider a range of weather 
variables. This encouraged the Company to develop a stepwise procedure using a 
range of weather variables. 

f. The Company is compiling the revised results and will provide the requested 
information in a supplemental response to this question. 

g. The accounts listed on Seelye Exhibit 20, which were used to calculate the expense 
component of the temperature adjustment, are the accounts identified in the 
Company’s cost of sewice study that are classified as variable expenses. In the cost 
of service study, all of the Company’s costs are classified as either fixed (demand or 
customer) or variable (energy). Consistent with prior cost of service studies, only 
production operation and maintenance expenses are classified as variable (is.,  they 
vary with the amount of kWh produced by the generators)., The Company’s 
transmission and distribution expenses do not vary with the amount of kWh delivered 
to customers. See response to Question No. 42. 

h. See attached 
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Seelye 
Monthly Totals 
Station 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 

Year Month - TYPE- -FREQ- cdd65 cdd70 hdd65 hdd60 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
200 1 
2002 
2003 

2005 
2006 
2007 
1978 
1979 

1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 

2004 

1980 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
28 
28 
29 
28 
28 
28 
29 
28 
28 
28 
29 
28 
28 
28 
29 
28 
28 
28 
29 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
1 
0 
0 
0 
0 
0 
0 
0 
0 
0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

a 

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 

a 

a 

a 

a 

0 

i ,305 
1,254 

978 
1,074 
1,129 

940 
1,122 
1,227 

948 
97 1 

1,056 
726 
679 
957 
863 
824 

1,186 
91 1 

1,010 
1.018 

710 
882 
956 
999 
754 

1,124 
993 
824 
651 
812 

1.153 
1,038 
1,029 

735 
845 
771 
683 
904 
702 
715 
879 
867 
58 1 
686 
614 
868 
757 
806 
790 

1,150 
1,099 

823 
919 
974 
785 
967 

1,072 
793 
816 
901 
57 1 
524 
802 
708 
669 

763 
855 
869 
557 
728 

844 
604 
969 
843 
674 
496 
659 

1,013 
898 
884 
595 
705 
631 
538 
769 
564 
575 
734 
727 
442 
546 
469 
728 
619 
666 
652 

1,031 

803 
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Seelye 
Monthly Totals 
Station 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 

Year Month - TYPE- -FREQ- cdd65 cdd70 hdd65 hdd60 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
1978 
1 979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 

2004 
2005 
2006 
2007 
1978 
1979 

1981 
1982 
1 983 
1984 
1985 

2003 

1980 

2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 
4 

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

28 
28 
28 
29 
28 
28 
28 
29 
28 
28 
28 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
30 
30 
30 

30 
30 
30 
30 

30 

0 
0 
0 
5 
0 
0 
0 
0 
0 
0 
0 
0 
5 
0 
5 
1 
6 
0 
8 
5 
0 
4 
6 

21 
7 
2 
0 
0 
0 
0 
0 

42 
0 
3 
0 
0 
0 

18 
0 
a 

48 19 

9 
7 

66 
2 
7 

46 
20 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
1 
0 
0 
0 
1 
1 

0 
0 
0 
0 
0 
0 

16 
0 
0 
0 
0 
0 
2 

0 
6 
1 
0 
1 

20 
0 
0 
4 
6 

a 

a 

a 

646 
604 
647 
587 
677 
688 
909 
767 
658 
763 
980 
725 
524 
72 1 
605 
555 
575 
764 
467 
524 
531 
589 
52 1 
451 
491 
532 
653 
609 
479 
745 
485 
574 
686 
430 
685 
590 
484 
451 
670 
559 
350 
228 
309 
349 
145 
414 
408 
322 
187 

508 
464 
507 
453 
537 
548 
769 
622 
518 
624 
840 
574 
393 
566 
462 
414 
439 
609 
324 
389 
377 
449 
382 
325 
358 
400 
503 
455 
334 
593 
335 
45 1 
533 
290 
530 
440 
344 
322 
517 
410 
260 
118 
191 
219 

76 
274 
280 
202 
116 



Station 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
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Seelye 
Monthly Totals 

Year Month - TYPE- - FREQ- cdd65 cdd70 hdd65 hdd60 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
200 1 
2002 
2003 
2004 
2005 
2006 

1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 

2007 

4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 
5 

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

- 

30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 

30 
30 
30 
30 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 

30 

35 
13 
9 

47 
42 
29 
42 

4 
42 
27 
18 

1 
2 

12 
0 

97 
73 
41 
36 
26 
50 
49 

107 
70 

127 
60 

177 
36 
67 

102 
134 
225 
106 

60 
280 

95 
102 
61 
96 

177 
33 

193 
95 

149 
142 
107 
81 

244 

a5 

4 
1 
0 

22 
14 
0 
7 
0 

16 
5 
1 
0 
0 
2 
0 

47 
30 

6 
5 
3 

19 
1 1  
47 
23 
42 
13 
64 

1 
16 
32 
40 

115 
37 
37 

7 
159 
26 
29 
21 
31 
83 
12 
91 
21 
61 
54 
44 
22 

120 

230 
302 
250 
296 
327 
170 
252 
308 
194 
243 

375 
273 
198 
29 1 
183 
210 
219 
216 
215 
158 
333 
146 
96 
71 

126 
14 

127 
143 
54 
72 
25 
41 

161 
85 
29 

129 
46 

125 
76 
69 

151 
29 
19 
29 
35 

118 
56 
41 

360 

142 
187 
128 
194 
228 

93 
166 
191 
102 
136 
248 
24 1 
152 
105 
164 
107 
130 
131 
129 
125 
70 

240 
78 
36 
25 
46 

0 
45 
61 
17 
34 

3 
7 

79 
25 
7 

62 
7 

43 
28 
30 
58 
5 
1 
7 
4 

53 
11 
23 



Attachment to Response to Question No. 62(h) 
Page 4 of 10 

Seelye 
Monthly Totals 
Station Year Month - TYPE- -FREQ- cdd65 cdd7O hdd65 hdd60 
SDF 2005 5 3 31 81 15 99 51 
SDF 2006 5 3 31 103 59 103 29 
SDF 2007 5 3 31 197 93 28 5 
SDF 1978 6 3 30 320 186 1 0 
SDF 1979 6 3 30 271 139 5 0 
SDF 1980 6 3 30 259 140 8 0 
SDF 1981 6 3 30 334 189 0 0 
SDF 1982 6 3 30 133 44 4 0 
SDF 1983 6 3 30 258 135 6 0 
SDF 1984 6 3 30 380 235 1 0 
SDF 1985 6 3 30 228 101 17 4 
SDF 1986 6 3 30 322 180 0 0 
SDF 1987 6 3 30 337 192 0 0 
SDF 1988 6 3 30 327 206 8 0 
SDF 1989 6 3 30 258 136 4 0 
SDF 1990 6 3 30 317 1 77 14 4 
SDF 1991 6 3 30 398 251 0 0 
SDF 1992 6 3 30 217 96 10 0 
SDF 1993 6 3 30 303 177 19 1 
SDF 1994 6 3 30 376 234 4 0 
SDF 1995 6 3 30 297 159 0 0 
SDF 1996 6 3 30 289 164 2 0 
SDF 1997 6 3 30 22 1 113 15 0 
SDF 1998 6 3 30 315 190 18 2 
SDF 1999 6 3 30 335 196 0 0 
SDF 2000 6 3 30 299 167 3 0 
SDF 2001 6 3 30 273 146 11 0 
SDF 2002 6 3 30 383 243 0 0 
SDF 2003 6 3 30 197 81 16 0 
SDF 2004 6 3 30 329 181 0 0 
SDF 2005 6 3 30 358 21 5 1 0 
SDF 2006 6 3 30 260 121 0 0 
SDF 2007 6 3 30 374 224 0 0 
SDF 1978 7 3 31 419 264 0 0 
SDF 1979 7 3 31 317 167 0 0 
SDF 1980 7 3 31 51 1 356 0 0 
SDF 1981 7 3 31 426 276 0 0 
SDF 1982 7 3 31 402 250 0 0 
SDF 1983 7 3 31 498 351 0 0 
SDF 1984 7 3 31 325 173 0 0 
SDF 1985 7 3 31 378 223 0 0 
SDF 1986 7 3 31 474 319 0 0 
SDF 1987 7 3 31 432 277 0 0 
SDF 1988 7 3 31 474 320 0 0 
SDF 1989 7 3 31 405 252 0 a 
SDF 1990 7 3 31 420 268 0 0 
SDF 1991 7 3 31 504 349 a 0 
SDF 1992 7 3 31 409 254 0 0 
SDF 1993 7 3 31 525 370 0 0 
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Seelye 
Monthly Totals 
Station 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 

Year Month 
1994 
1995 
1996 
1997 
1998 
1999 

2001 
2002 
2003 
2004 

2006 

1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 

2000 

2005 

2007 

2004 
2005 
2006 
2007 
1978 
1979 
1980 
1981 
1982 

- TYPE- -FREQ- cdd65 cdd70 hdd65 hdd60 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
7 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
8 
9 
9 
9 
9 
9 

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
30 
30 
30 
30 
30 

434 
457 
33 1 
424 
410 
564 
366 
422 

383 
387 

444 
391 
374 
343 
494 
342 
264 
515 
341 
304 
299 
409 
465 
358 
386 
439 
254 
434 
342 
536 
375 
317 
426 
412 
374 
437 
487 
400 
285 
488 
444 
622 
264 
151 
268 
144 
114 

508 

450 

279 
303 
176 
273 
255 
409 
21 1 
268 
353 
228 
235 
295 
290 
236 
219 
203 
339 
187 
128 
360 
190 
154 
160 
256 
318 
216 
235 
284 
118 
279 
193 
38 1 
220 
176 
271 
257 
219 
282 
332 
245 
154 
333 
289 
467 
145 
62 

153 
57 
43 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

1 
0 
0 
1 
0 
0 
0 

12 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
2 
0 
0 
0 
5 

20 
14 
62 
60 

0 

a 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
1 
0 
0 

0 
0 
0 
0 
0 

a 

a 

0 
a 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
1 
2 

18 
15 

a 
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Seelye 
Monthly Totals 

Year Month - TYPE- -FREQ- cdd65 cdd70 hdd65 hdd60 Station 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 

1983 
1984 
1985 
1986 
1987 
1988 
1989 

1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 

2001 

i 990 

2000 

9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 
9 

10 

10 
10 

10 
10 
10 
10 
10 
10 

i a  

i a  

i a  
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 
10 

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 

30 
30 
30 
30 
30 
30 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 

30 

235 
141 
1 82 
250 
196 
167 
181 
238 
257 
158 

131 
160 
148 
164 
327 
232 
153 
166 
306 
124 
213 
283 

94 
344 

6 
36 
30 
9 

66 
18 
53 
54 
45 

1 
10 
29 
40 
64 
18 
1 1  
20 
19 
16 
76 
43 
1 1  
66 
37 

i 40 

133 
55 
99 

128 
96 
59 
87 

133 
161 
73 
53 
51 
69 
79 
66 

194 
130 
71 
73 

179 
44 
87 

145 
20 

206 
1 

11 
4 
3 

18 
4 
2 

15 
25 

1 
3 
6 

19 
3 
0 
1 
0 
0 

29 
17 
0 

19 
2 

a 

56 
75 
57 
7 

10 
14 
52 
36 
55 
52 
50 
22 
49 
37 

9 
1 

23 
64 
56 
2 

41 
8 

i o  
46 

3 
30 1 
248 
315 
275 
252 

88 
167 
217 
386 

236 
236 
174 
222 
295 
194 
197 
214 
269 
133 

181 
231 

20 i 

406 

202 

31 
34 
12 
0 
0 
1 

20 
13 
17 
22 
25 

2 
24 
2 
0 
0 
3 

20 
21 

0 
16 
0 
0 

15 
0 

166 
141 
205 
152 
154 
89 
42 
77 
99 

236 
268 
1 32 
130 
94 

102 
178 
88 
98 

110 
170 
55 

107 
99 

137 
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Seelye 

Year Month - TYPE- -FREQ- cdd65 cdd70 hdd65 hdd60 
Monthly Totals 
Station 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 
SDF 

2002 
2003 
2004 
2005 
2006 
2007 
1 978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
200 1 
2002 
2003 
2004 
2005 
2006 

1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1 987 
1988 
1989 
1990 

2007 

10 
10 
10 
10 
10 

11 
11 
1 1  
1 1  
11 
1 1  
1 1  
11 
11 

1 
1 
1 
1 
1 
1 
1 

1 1  
1 1  
1 1  
1 1  
11 
1 1  
11 
1 1  
1 1  
1 1  
11 
11 
1 1  
11 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 

i o  

3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 

31 
31 
31 
31 
31 
31 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 

30 
30 
30 
30 
30 
30 
30 
30 
30 
30 
30 

30 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 
31 

30 

30 

49 
15 
22 
69 
29 

146 
2 
0 
1 

12 
0 
0 

13 
0 
3 
0 
0 
7 
0 
0 
1 
4 
0 
0 
0 
0 
5 
2 
0 
3 

15 
2 
5 
2 
2 
0 
0 
0 
0 
7 
0 
1 
0 
0 
0 
0 
0 
0 

a 

25 
3 
4 

25 
10 
75 
0 
0 
0 
0 
3 
0 
0 
3 
0 
0 
0 
0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 

a 

0 

262 
224 
135 
21 1 
317 
118 
451 
544 
562 
53 1 
503 
517 
63 1 
353 
575 
428 
516 
549 
397 
599 
510 
586 
390 
699 
698 
633 
429 
356 
618 
352 
598 
389 
41 1 
476 
479 
490 
774 
80 1 
828 
967 
63 1 

1,135 
593 

1.075 
877 
770 
840 

1,230 
753 

144 
117 
42 

126 
207 

51 
307 
397 
422 
390 
368 
369 
482 
237 
43 1 
305 
368 
404 
266 
465 
366 
44 1 
256 
552 
548 
485 
285 
232 
486 
214 
458 
274 
270 
348 
342 
353 
619 
646 
676 
812 
497 
980 
458 
920 
722 
615 
685 

1 ,075 
598 
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Seelye 
Monthly Totals 
Station Year Month - TYPE- -FREQ- cdd65 cdd70 hdd65 hdd60 
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
S D F  
SDF 
S D F  

1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 

2001 
2002 
2003 

2005 
2006 

2000 

2004 

2007 

12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 

3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 
3 31 

0 
0 

0 
0 
0 
0 
5 
0 
0 
0 
0 
0 
0 
0 
0 
0 

a 

0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 

a 

a 

733 
817 
857 
702 
924 
747 
86 1 
736 
812 

1.218 
699 
833 
796 
88 1 
964 
68 1 
716 

580 
662 
702 
547 
77 1 
599 
706 
598 
657 

1,063 
545 
678 
64 1 
726 
809 
530 
56 1 
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Seelye 
Annual Totals 
Year cdd65 cdd70 hdd65 hdd60 

1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 

1,509 
1,200 
1,696 
1,384 
1,176 
1,572 
1,325 
1,316 
1,562 
1,614 
1,560 
1,368 
1,530 
1,976 
1,194 
1.518 
1,409 
1,590 
1,352 
1,235 
1,761 
1,665 
1,415 
1,573 
1,914 
1,255 
1,535 
1,760 
1,425 
2,170 

86 1 
603 

1,033 
743 
547 
983 
674 
632 
855 
936 
940 
752 
84 1 

1,222 
575 
906 
793 
946 
722 
669 

1,032 
1,015 

747 
871 

1,205 
628 
785 

1,030 
807 

1,316 

5,087 
4,838 
4,872 
4,518 
4,406 
4,733 
4,419 
4,506 
4,162 
4,136 
4,597 
4,640 
3,556 
3.893 
3.998 
4,504 
4,180 
4.383 
4.67 1 
4,462 
3,503 
3.824 
4,374 
3,926 
4,054 
4,256 
3,903 
4,126 
3,756 
3.829 

4,024 
3,800 
3,819 
3,468 
3.398 
3,647 
3,391 
3,546 
3,173 
3.1 13 
3,539 
3,583 
2,552 
2,961 
2,954 
3,443 
3,141 
3,370 
3,636 
3,371 
2,567 
2,87 1 
3,383 
2,937 
3,053 
3,270 
2,975 
3.168 
2,722 
2,967 



30-Year Average 
Month cdd65 

1 0 

3 6 
4 29 
5 120 
6 299 
7 429 
8 399 
9 198 

10 37 
11 2 
12 0 

2 a 
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Seelye 

cdd70 hdd65 hdd60 
a 963 809 
0 778 638 
1 567 426 
7 265 163 

47 78 29 
167 5 0 
276 0 0 
249 1 0 

98 33 10 
1 1  230 127 
0 509 370 
0 841 689 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 63 

Responding Witness: William Steven Seelye 

Q-6.3 Page 45, line 1 1 ,  of the Seelye Testimony states that a 30-year average value was used in 
Exhibit 12 Explain why the last two columns on pages 4 and 5 of Exhibit 12 indicate 
that a 20-year average was used. 

A-63. In calculating the adjustment, 30-year average values were used. The appearance of 20- 
year averages on Seelye Exhibit 12 was the result of a printing problem with the model. 
See response to Question No 65 





KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No, 64 

Responding Witness: William Steven Seelye 

Q-64. Provide the calculations of the “kilo Watt-Hour Adjustment to Usage” for each rate class 
as shown in Exhibit 1.3 of the Seelye Testimony. 

A-64. See attached. The spreadsheet is also being provided on CD in response to Question No. 
30. 
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Scclyu 

1 

I 

1 

1 

1 

2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
4 
5 
5 
5 
5 
9 

5 
5 
5 
5 
5 
8 
8 
8 
8 
8 
6 
8 
8 
8 
0 
8 
8 
8 

2007 12 1 KU 
2008 1 1 KU 
2008 2 1 KU 
2006 3 1 KLI 
2008 4 1 KU 
2007 4 20 KU 
2007 5 20 KU 
2007 8 20 KLI 
2007 7 20 KU 
2007 8 20 KU 
2007 9 20 KU 
2007 10 20 KU 

2000 4 140 KU 
2007 4 180 KU 

2008 3 180 KU 
2008 4 180 KU 
2007 4 200 KU 
2007 5 200 KU 
2007 5 200 KU 
2007 7 200 KU 
2007 0 200 KU 
2007 8 200 KU 
2007 10 200 IUU 

Noto: Forrnulus chongo IuIl.wuy down tho p a ~ o l l l  

1 2 3 4 5 5 

415004 0 0 0 0 0 
0 0 0 65005  0 .8401 35 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 .340255 0 0 
0 o -128027 0 0 0 
0 0 .157400 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 .318850 0 33122 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 -201211.5 0 0 0 
0 o -024308 0 0 0 
0 0 0 .957.1 11 2753 185 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 .258020 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 -570802 0 0 0 
0 0 -2600.20 0 0 0 
0 o - 3 6 8 3 5 ~  0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

, HDDGO HDD05 CDD85 CDD70 MlnTcmp UlxTemp Open 

0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 o 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 

0 0 0 0 0 
0 0 0 0 0 

0 0 0 0 0 0 
0 0 0 n " 0 
0 0 0 0 0 o 
0 0 40229 0 0 853412 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 -072500 -25548 
0 0 0 -505Qli 0 52000 
0 -50002 .218251 0 0 0 

7 0 

0 0 S15804 RS 
0 0 .138%0 9 RS 
0 0 0 RS 
0 0 0 RS 
0 0 440258 RS 

0 ,120827 RS 0 
0 0 .,157408RS 
0 0 0 RS 
0 0 0 AS 
0 0 0 RS 
0 0 0 RS 
0 0 0 RS 
0 0 0 RS 

0 RS Ilonnwly Fuil Elsclnc) 0 0 
0 0 4480 70 RS llomody Full EIo~Itic) 

0 RS Ilormo8ly Full EIoc1tic) 0 0 
0 RS llomcdy Full Elocfnc) 0 0 

0 0 -20124.5 RS Ilomody Full EIac1dc) 
0 -8243 00 RS Ilomedy Fuli EIccUIC) 0 

0 0 .712004 RSlbrmatiyFuIIEIc~Inc) 
0 0 RSllometiyFuIlEIcclnc) 0 

0 0 0 RS(1ome~yFullElacln~) 
0 0 RS llormatiy Full Elecmcl 0 

0 0 0 RS llomedy Full Eleclnc) 
0 RS llormedy Full Eleclnc) 0 0 

0 0 0 RSllomcdy Full Electtic1 
0 0 0 Cn GS Sac 
0 0 -2500 20 Cll GS Soc 
0 0 0 Cil GS Sac 
0 0 0 cn GS sec 
0 

.2508 28 Cil GS Sec 0 
0 0 3393 60 Cil GS Scc 
0 0 0 Cil GS Sec 
0 0 o cn GS scc 
0 0 0 Cil GS Soc 
0 0 0 Cll GS 5ec 
0 0 0 Cn GS Sec 
0 0 0 Cn GS 5cc 
0 0 0 CII GS PO 
0 0 0 WI GS Pti 
0 0 0 WI GS Pd 
0 0 0 CII GS Pti 
0 0 0 CII GS Pti 
0 0 0 Cll GS Pti 
0 0 0 CII GS Pti 
0 0 0 CII GS Pti 
0 0 0 Cil GS Pti 
0 0 0 Cil GS Pti 
0 0 0 Cil GS Pti 
0 0 0 Cil GS Pti 
0 0 0 Cil GS Pti 
0 0 0 Cil GS Schools 
0 0 0 Cil GS Schools 
0 0 0 Cil GS Schools 

0 Cil GS Schools 0 0 
0 0 0 WI GS  school^ 
0 0 0 CII GS Schools 
0 0 0 Cil GS Schooli 
0 0 0 Cil GS  school^ 

0 0 0 CII GS SChoolr 
0 0 0 Cil GS Schools 

0 Cil GS Schools 0 0 
0 0 0 Cil GS Schools 
0 0 0 Cil GS Net Melor 

0 Cil GS Net Melw 0 0 
0 0 0 CilGSNslMaler 
0 0 0 CilGSNelMelar 

0 Cil GS Net Meter 0 0 
0 Cil GS NO1 Msler 0 0 

0 0 0 Cil GS No1 Meter 
0 0 0 Ci lGSN~ lMe ls r  
0 0 0 Cil GS NcI Meler 

0 0 0 WI GS Ne1 Meler 
0 Cil GS Ne1 Mcler 0 0 

0 0 0 UIGSNeIMelw 
0 UILPSTODSec 0 0 

0 -135 57 Cil LP STOD Sec 0 
0 CII LP STOD scc 0 0 
0 WILPSTODSec 0 0 

0 ,512.74 UI LP STOD SBE 0 
0 0 .I22 502 WI LP 5100 Sec 
0 0 -270 143 WI LP 5TOD Sec 

ODcn Tola Adju! Class DOSci 

o .5768 82 cn Gs sec 
0 

0 0 o cn GS schools 

0 0 o cn GSN~IM~IW 
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Scclyc 

lndax 
7 

7 

7 

a 
5 
5 
5 
a 
a 
a 
a 

a 
a 
a 

8 

8 
8 
0 
0 
0 
0 
0 
8 
8 
8 
0 
8 
Q 
8 

10 
10 
10 
10 
10 
IO 
10 
i o  
i o  
10 
10 
10 
10 
11 
11 
11 
11 
11 
11 
11 
11 
11 
11 
$ 1  
1 1  
11 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
12 
13 
13 
13 
13 
13 
13 
13 
13 
13 
13 
13 
13 
13 
14 

2007 a 305 KU 

2007 a 305 KU 
2007 I 305 KU 

2007 B 305 KU 
2007 10 305 KU 
2007 11 305 KU 
2007 12 305 KU 
2008 1 305 KU 
2008 2 305 KU 
200a 3 305 KU 
2008 4 305 KU 
2007 4 320 KU 
2007 5 320 KU 
2007 6 320 KU 

2008 4 345KU 
2007 4 420 KU 

Nolo: Formulur chan8O hUII-way dawn Iho oupolll 

, HDDOO 
1 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

H D D ~ ~  

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

2 3 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
o 0 

0 0 
0 0 

0 0 
0 0 
0 833337 

0 2047 13 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

COD85 CDD70 

o n 

o -814435 

o m a 1  22 

0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 586555 0 
0 0 o -1a4aea 0 0 
0 0 0 0 0 0 
0 0 108313 o .a57 555 0 
0 n 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 -1125 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 o 435as6 0 0 0 
0 0 -162588 0 0 0 
0 0 -20835 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 o -164882 0 0 0 
0 0 4 7 1  878 0 0 0 
0 0 2112548 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

4 5 8 
MinTernp maxi ern^ 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 -  0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 -228302 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

7 a 
Open Toisl Adlu! Class DOIcr 

0 0 0 CII LP STOD scc 
0 0 0 cn LP STOD sac 

0 Cll LP STOD Scc 0 0 
0 0 0 CII LP STOD SBC 

0 Cll LP ST00  SBC 0 0 
0 0 0 Cll LP STOD SEC 
0 0 0 Cil LP STOD Pti 
0 0 0 CII LP ST00  P" 
0 0 0 CII LP STOD Pti 
0 0 0 CII LP ST00  Pti 
0 0 0 CII LP ST00 P" 
0 0 0 Cll LP STOD Pti 
0 0 0 CII LP STOD Pn 
0 0 0 Cfl LP STOD Pti 
0 0 0 Cli LP STOD Pn 

0 Cil LP STOD Pn 0 0 
0 0 o cn LP STOU ~n 
0 n 0 cn LP ST00  P" 
0 0 0 cn LP ST00 P" 
0 0 0 CII LP sac 
0 
0 0 0 CII LP SEC 

o .ai4435 CIILPSOC 

0 0 o cn LPSW 
0 o 6333 37 cn LP sac 
0 o a a i  22 cn LPSOC 
0 0 4340 15 CII LPScc 
0 0 0 WI LP scc 
0 0 0 Cil LP scc 
0 0 0 CII LP SW 
0 0 0 CII LP soc 
0 0 OUlLPSOC 

0 0 0 UI LP SBC PF 
0 0 0 UI LP Soc PF 
0 0 0 UI LP Sec PF 
0 0 568,558 Cil LPSecPF 
0 o . i a . ~ a o a c n ~ ~ ~ a c ~ ~  
0 0 o cn LP soc PF 
0 o .,io80 sa CII LP soc PF 
0 0 0 CII LP Sac PF 
0 0 0 CII LP Sec PF 
0 0 0 UI LP S6c PF 
0 0 0 UILPSscPF 
0 0 0 UI LP Sec PF 
0 0 0 UI LP Sac PF 
0 0 0 Cil LP P" 

0 .1128WILPPn 0 
0 0 0 CII LPPti 
0 0 O U I L P P t i  

0 
-209 35 UI LP Pti 0 

0 0 OUILPPt i  
0 0 O U I L P P "  
0 0 0 cn LPPti 
0 0 O U I L P P "  
0 0 0 CII LPPti 
0 0 0 cn LP Pti 
0 0 0 cn LPPti PF 
0 0 0 Cil LP Pn PF 
0 0 0 cn LPPti PF 
0 0 0 cn LP Pti PF 
0 
0 0 -871.870 CiiLPPtiPF 
0 0 -2425 48 Cil LP Pti PF 
0 0 0 Cll LP Pn PF 
0 0 0 Cli LP Pti PF 
0 0 0 Cll LP Pti PF 
0 0 0 Cil LP Pti PF 
0 0 0 Cil LP Pti PF 
0 0 0 CII LP Pti PF 
0 0 0 Cll LP Trans PF 
0 0 0 WILPTranrPF 

0 UI LP Trans PF 0 0 
0 0 0 CIlLPTransPF 
0 0 0 C f l L P T m r P F  
0 0 0 Cll LP Trans PF 

0 CIILPTranrPF 0 0 
0 0 o c n t ~ i r a n r ~ ~  
0 0 o c n t ~ i n n s ~ ~  
0 0 o cn LP T ~ " S  PF 

0 0 o cn LP scc 

0 o 435885 cii LP pti 
o . i 6 2 ~ m c n ~ ~ ~ t i  
0 

o m a . a 2  C ~ L P P ~  PF 

0 0 0 Cll LP Trans PF 
0 0 0 Cii LPTrans PF 
0 0 0 Cil LP Trans PF 
0 0 0 Lg Cil LCI-TOO PI1 PF 



At1arlimcni 10 Rcsponsc io Qucrtion No 64 
P P ~ C  3 or 45 

seciyu 

l"6OX 

14 
14 
14 
14 
14 
14 
14 
14 
14 
14 
14 
14 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
15 
10 
40 
15 
15 
15 
15 
15 
10 
15 
15 
10 
17 
17 
17 
17 
17 
17 
17 
17 
17 
17 
17 
17 
17 
18 
IO 
18 
10 
18 
18 
10 
18 
10 
18 
I8 
10 
18 
1s 
19 
19 

19 
19 
19 
19 
18 
18 
19 

i n  

i n  
i n  
20 
20 
20 
20 
20 
20 
20 
20 

1 2 3 4 5 5 7 
Year Monlll Class Conlpvlly HDD5O HDD85 CDDO5 CDDTO Minlsmp Wxlamo Opon 

2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2008 
2000 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2000 
2000 
2007 
2007 
2007 
2001 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2000 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2000 
2000 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 

5 
0 
7 
8 
9 

10 
11 
12 

1 
2 
3 
e 
4 
5 
0 
7 
0 
0 

10 
11 
12 

1 
2 
3 
4 
4 
5 
0 
7 
8 
0 

10 
11 
12 
1 
2 
3 
4 
4 
5 
0 
7 
0 
B 

10 
11 
12 
1 
2 
3 
4 
4 
5 
0 
7 
0 

10 
11 
12 
1 
2 
3 
4 
4 
5 
8 
7 
8 
B 

10 
11 
12 
1 
2 
3 
4 
4 
5 
5 
7 
8 
9 

10 
11 

n 

420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
420 KU 
440 KU 
1140 KU 
M O  KU 
4110 KU 
4110 KU 
640 KU 
440 KU 
440 KU 
440 KU 
440 KU 
440 KU 
440 KLI 
440 KU 
500 KU 
500 KLI 
500 KU 
500 KU 
500 KLI 
500 KU 
000 KU 
500 KU 
500 KU 
500 KU 
500 KU 
500 KU 
500 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
505 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
510 KU 
515 KU 
015 KU 
515 KU 
515 KU 
515 KU 
515 KU 
515 KU 
515 KU 
515 KU 
515 KU 
515 KU 
515 KU 
515 KU 
520 KU 
520 KU 
520 KU 
520 KU 
520 KU 
520 KU 
520 KU 
521) KU 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

n 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

o 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

n 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

n 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

n 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
o 

o 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

n 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

8 
O D m  lolai Adiu! C~IIII DCICI 

0 Ln Cil LCI.TOD Pn PF 
0 Ln Cil LCI.TOD Pn PF 
0 Ln Cil LCI.1OD Pn PF 
0 LnCilLCI-TODPnPF 
0 tu Cll LCI.1OD Pn PF 
0 tu Cll LCI.100 Pti PF 
0 La Cll LCl-TOD Pn PF 
0 Lg Cn LCIKTOD Pn PF 
0 tu Cil LCKTOD Pn PF 
0 Ln Cil LCI-TOD Pn PF 
0 LUCilLCIIODPnPF 
0 t u  til LCI..lOD Pd PF 
0 t u  Cil LCI-TOD Tram PF 
0 t u  Cil LCi..lOD Trans PF 
0 t u  Cil LCl.,lOD Tram PF 
0 tu  Cil LCI.lOD TranS PF 
0 LA CI1 LCI-100 Trans PF 
0 Lo Cll LCI.lOD Tram PF 
0 LnCll LCl.lODTranr PF 
0 LnCll LCI.TDDTranrPF 
0 LnCil LCl.lOD1ranrPF 
0 LnCil LCI~TODTnnaPF 
0 Lncii LCI.TODTrans PF 
0 tu Cn LCllTOD Tram PF 
0 t u  CII LCI-TOD Trans PF 
0 CII Mmm Pn 
0 Cll Miner Pti 
0 Cll Minm Pti 
0 CII Mines Pn 
0 C!I Mmer Pn 
0 CII Mines Pn 
0 CII Miner Pn 
0 CII Mines Pti 
0 WI Mine5 Pti 
0 CII Minor Pci 
0 WI Mines Pci 
0 Cll Miner Pci 
0 Cil Mines Pd 
0 Cil Mmes Pd PF 
0 Cil MInCL Pd PF 
0 Cil Mtnas Pd PF 
0 Cil Minar Pd PF 

o cn M ~ W  inns 
0 Cil Mines Trans 
0 Cil Mines Trans 
o cn  in^ i n n s  
0 Cll Mines Trans 
0 Cil Mines Trans PF 
0 Cll MBOI Trans PF 
0 Cll Minm Trans PF 
0 CII Mine6 Trans PF 
0 Cil Mines Trans PF 
0 Cil Mines Trans PF 
0 Cil M lne~ Trans PF 
0 CII Minor i n n s  PF 
0 Cll Mines i n n s  PF 
0 CII Mine$ Trans PF 
0 WI Mines Trans PF 
0 CII Mines Trans PF 
0 CII Mine5 Tranr PF 
0 t n  WI Minor LMP-TOD Pti PF 
0 t n  WI Msner LMP-TOD Pn PF 
0 Ln Cn Mines LMP'IOD Pti PF 
0 Lu Cll Mines LMP-TOD Pci PF 
0 Lu Cll Mines LMP-TOD Pci PF 
0 t u  Cll Mines LMP-TOD PO PF 
0 tu  Cll Mines IMP-lOD Pti PF 
0 Lu Cll MeeS LMP-TOD Pti PF 



Altacliment lo Response lo Queslion No. 64 

Seclye 
rage 4 0145 

Year Monlh 
20 2007 
20 2008 
20 2008 
20 2005 
20 2008 
21 2007 
21 2007 
21 2007 
21 2007 
21 2007 
21 2007 
21 2007 
21 2001 
21 2007 
21 2000 
21 2008 
21 2000 
21 2008 
22 2007 
22 2007 
22 2007 
22 2007 
22 2007 
22 2007 
22 2007 
22 2007 
22 2007 
22 2008 
22 2008 
22 2008 
22 2008 
23 2007 
23 2007 
23 2007 
23 2007 
23 2007 
23 2007 
23 2007 
23 2007 
23 2007 
23 2000 
23 2008 
23 2008 
23 2008 
24 2007 
24 2007 
24 2007 
24 2007 
24 2007 
24 2007 
24 2007 
24 2007 
24 2007 
24 2008 
24 2000 
24 2000 
24 2008 
25 2007 
28 2007 
25 2007 
25 2007 
25 2007 
25 2007 
28 2007 
28 2007 
25 2007 
25 2000 
25 2000 
28 2000 
25 2008 
28 2007 
28 2007 
28 2007 
28 2007 
25 2007 
26 2007 
28 2007 
25 2007 
20 2007 
26 2000 
28 2000 
28 2008 
26 2000 
27 2007 
27 2007 

Class company 
12 820 KU 

1 820 KU 
2 520 KU 
3 520 KU 
4 520 KU 
4 530 KU 
5 530 KU 
8 530 KU 
7 530 KU 
8 530 KU 
B 530 KU 

10 530 KLI 
1 1  530 KU 
12 830 KU 

1 830 KU 
2 530 KU 
3 530 KLI 
4 830 KU 
4 618 KU 
5 618 KU 
6 615 KU 
7 515 KU 
0 815 KU 
8 515 KU 

10 815 KU 
11 615 KU 
12 G15KU 
1 618 KU 
2 018 KU 
3 815KU 
4 G(8 KU 
4 700 KU 
5 700 KLI 
6 700 KU 
7 700 KU 
8 700 KU 
D 700 KLI 

10 700 KLI 
11 700 KLI 
12 700 KII 

1 700 KU 
2 700 KU 
3 700 KU 
4 700 KU 
4 710 KU 
5 710 KU 
6 710KU 
7 710 KLI 
8 710 KU 
B 710 KU 

10 710 KU 
11 710 KU 
12 710 KU 

1 710 KU 
2 710 KU 
3 710 KU 
d 710 KU 

8 720 KU 
n 720 KU 

Note: Formulas clmn90 lhl1.way down tho WROIII  

1 2 3 4 5 6 

0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

HOD50 HOOGG CDDGG CDD70 MinTcmil hGxTcmp Open 

Note: Formulas clmn90 lhl1.way down tho WROIII  

1 2 3 4 5 6 

0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

HOD50 HOOGG CDDGG CDD70 MinTcmil hGxTcmp Open 

0 
0 

-287712 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 

0 0 0 0 
0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 .220169 0 0 0 
0 .246028 -101117 0 0 0 
0 0 .108087 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 -633802 0 0 152778 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 o -802404 0 0 
0 0 .258488 0 0 0 
0 0 .380835 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 -110318 0 
0 0 408872 0 0 
0 .I51082 o m o m  0 
0 0 0 0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

0 0 0 0 o .io6302 

0 
0 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 

7 8 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

OPB" 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

0 Wholesale MunIdpaI Pans 
0 Wholesale Munlclpai Pans 
0 Wholesale Municipal Pan6 
0 Wholesale Munlcipal Pans 

.257712 WholesaleODP-VA 
0 Wholesale ODP . VA 
0 Wholeralo ODP .VA 
0 WholcsaloODP .VA 

-1103 18 WholeralcODP-VA 
405572 WholaraloODP-VA 
-280438 Whole~aleODP .VA 

0 W11018sa180OP -VA 
0 WholoraloODP -"A 
0 WholeSaleODP-VII 
0 WholeSaloODP-VA 
0 WholesaloODP.VA 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 0 WholCsaleODP-VA 
0 0 0 Slrsel LlghUng 
0 0 0 SIreel Llghling 



Nolo: Formulas chunno hall-wry dawn the Puoolll 

27 
27 
27 
27 
27 
27 
27 
27 
27 
27 
27 
20 
20 
20 
20 
20 
20 
20 
20 
20 
26 
20 
26 
20 
20 
20 
20 
20 
20 
20 
20 

2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2000 
2000 
2000 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2000 
2000 
2000 
2007 
2007 
2007 
2007 
2007 

Yoar Month C1.351 Company 
0 Streel Llgh KU 
7 SWeeslLlgh KU 
0 S18el Llgli KU 
0 Slieel Llgh KU 

10 Slreol Llgh KU 
I 1  Sireel LlnhKU 
12 Slmct Llnh KU 
1 Street Llgh KU 
2 Slim1 Llnh KU 
3 Sires! Lhnh KU 
4 Streal Llnb KLI 
ri 600 KU 
5 000 KLI 
0 000 KU 
7 000 KU 
0 000 KU 

10 000 KU 
11 000 KU 
12 000 KU 

1 000 KU 

o noo KU 

2007 
2007 

HDOOO 
1 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

HOD65 
2 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

COD65 
3 4 

coo70 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

. .  
0 companyuse 
0 comosnvurs 

2 000 KU 0 0 0 0 0 0 0 0 0 COrnPanjUIc 
3 000 KU 0 0 0 0 0 0 0 0 0 Company Use 
4 000 KU 0 0 0 0 0 0 0 0 0 Company U s  
4 Open KU 0 0 0 0 0 0 0 0 0 ODB" 
6 Open KU 0 0 0 0 0 0 0 0 0 open 
6 Open KU 0 0 0 0 0 0 0 0 0 open 
7 Open KU 0 0 0 0 0 0 0 0 0 open 
0 Own KU 0 0 0 0 0 0 0 0 0 OPO" 
@Open KU 0 0 0 0 0 0 0 0 0 open 

10 Open KU 0 0 0 0 0 0 0 0 0 open 
11 Open KU 0 0 0 0 0 0 0 0 0 open 
12 Oocn KU 0 0 0 0 0 0 0 0 0 On?" 

20 2007 
29 2007 
28 2000 1 open 
29 2000 2 open 
20 2000 3 open 
29 2000 4 open 

1 2007 4 
1 
1 
1 
1 
1 
1 
I 
1 
1 
1 
1 
1 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
2 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
3 
a 
4 
4 
4 
4 
4 
I f  

4 
4 

2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2000 
2000 
2000 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2008 
2008 
2000 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2000 
2000 
2000 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 

5 
6 
7 
0 
0 

10 
11 
12 

1 
2 
3 
4 
4 
5 
0 
7 
0 
9 

10 
11 
12 
1 
2 
3 
4 
4 
5 
0 
7 
0 
0 

10 
11 
12 

1 
2 
3 
4 
4 
5 
0 
7 
0 
0 

10 
11 
12 

1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 

.~ 
KU 0 0 0 0 0 0 0 0 0 OPB" 
KLI 0 0 0 0 0 0 0 0 0 open 
KU 0 0 0 0 0 0 0 0 0 open 
KU 0 0 0 0 0 0 0 0 0 opcn 

0 -150060 R S S w  
0 10000 2 RS Sac 
0 -6563 55 RS Sec 
0 0 RS Scc 
0 .00201 3 RS Sec 
0 44374 0 RS Scc 
0 47277 2 RS Scc 
0 0 RSSec 
0 n RSSrr 

LE -150050 0 0 0 0 0 0 
LE 0 0 0 
LE 0 0 656355 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 0 
LE 0 0 633171 
LE 0 0 623670 
LE 0 0 0 
LE 0 0 0 
LE 0 0 -2301 06 
LE 0 0 .234070 

LE 0 0 0 
LE 0 0 0 
LE .f4001 0 0 
LE 0 0 0 

105 LE 0 0 0 
105 LE 0 0 0 
105 LE 0 0 0 
106 LE 0 0 0 
105 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 
120 LE 0 0 0 

435007 0 623033 
0 0 0 
n 

73011 1 .143002 0 
34374 0 0 0 
372772 0 0 

0 0 0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

2000 70 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

.50551 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 -114788 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

~ .... 
0 0 RSSoc 
0 0 RS Sec 
0 0 RSSec 
0 0 RSSac 

~ .... 
0 0 UI GSSec 1 ph 
0 -633171 CI lGSSectph 
0 6 2 3  070 CII GS Scc 1 pli 
0 0 Cfl GSSBC 1 ph 
0 .268070 UI GS Soc 1 ph 
0 -2301 06 WIGS Scc 1 ph 
0 .2WO 7V Cil GS SBE 1 ph 
0 0 CII GS Soc 1 PI, 
0 0 CII GS Sec 1 ph 

0 CII GS Scc 1 ph 0 
0 Ut GSScc 1 ph 0 

0 0 Cn GSSec i  ph 
0 0 Cfl GS Scc 1 ph 
0 ,14081 CnGSSoc3ph 
0 -114700CilGSSac3ph 
0 40551  CnGSScc3ph 
0 0 Cn GS Sac3 Dh 
0 ,127042 U tGSSecJph  
0 .9000 75 Cn GS Scc 3 ph 
0 -4007 00 UI GS Scc 3 pll 
0 0 Cn G S S C C ~  Dh 
0 0 Cn GSSec3 ph 
0 0 Cll GS Set 3 ph 
0 0 Cn GS Sec 3 pli 
0 0 Cn GS Sec3 ph 
0 0 Cn GS Sce3ph 
0 0 CnGSPti 1 ph 
0 0 WIGSPd 1 ph 
0 0 Cfl GS Pd 1 ph 
0 0 CflGSPd 1 ph 
0 0 CflGSPd 1 ph 
0 0 U l G S P d  1 Ph 
0 0 CnGS Pd 1 Ph 
0 0 CflGSPd 1 ph 
0 0 CnGSPd 1 ph 
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seelye 
NoiO: Formulas c h o w $  half-way down tho i l1~sli i  

1 2 3 4 5 G 

0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 -328 -04448 0 0 0 
0 0 0 4 4 2 2  0 0 
0 0 0 0 0 0 
0 0 -287 123 0 -201574 0 
0 0 -142410 0 -105,~10 0 
0 43384 0 ,22854 .782502 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 . io605 0 0 0 
0 0 .I0208 0 0 0 
0 0 0 0 0 0 
0 0 .53821 0 0 0 
0 0 0 0 -16353 .20475 
0 , 506  .30886 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 

HDDSO HDD05 CDDG5 CDD70 MinTemp MaxTcmp Oilen 
4 
4 

4 
5 
5 

0 
8 
5 
B e 
5 
G 
6 
G 
5 
6 
0 
7 
7 
7 
7 
7 
I 
7 
7 
7 
7 
7 
7 
7 
8 
8 
8 
8 
8 

5 
8 
0 
8 
B 
8 
8 
0 
9 
8 
g 
8 
8 
8 

i o  
i o  
i o  
i o  
i o  
10 
i o  
i o  
i o  
i o  
i o  
i o  
10 
i t  
11 
ii 

Year Manill 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2000 
2005 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 

10 
11 
12 

5 
0 

8 
8 

i o  
ii 
I 2  
1 
2 
3 

D 
i o  
11 
i 2  
1 
2 
3 
4 
4 
5 
8 

8 
B 

10 
11 
12 

2 
3 
4 

to 
11 
12 
1 
2 
3 
4 
4 
0 
G 
I 
8 
8 

i o  
11 
12 
1 
2 
3 

4 
5 
G 

ComllaOy 
(20 LE 
(20 LE 
i20  LE 
120 LE 
125 LE 
125 LE 
125 LE 
125 LE 
125 LE 
(20 LE 
i25  LE 
(20 LE 
(20 LE 
(20 LE 
120 LE 
125 LE 
125 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
200 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
210 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
220 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
230 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
240 LE 
200 LE 
250 LE 
250 LE 

0 
0 
0 

.i35884 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 

0 0 
0 0 
0 0 
0 -146882 
0 -155458 
0 0 
0 0 
0 -378320 
0 so53  
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 -1348G2 
0 -83148 
0 0 
0 .558345 
0 -235382 

0 
0 

0 0 
0 0 
0 0 
0 0 
0 0 

0 
4505 54 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 .,i38224 492328 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 .10583 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 .703428 0 -555222 0 
0 0 -380208 0 0 0 
0 -148282 .587452 0 0 

0 
0 
0 
0 
0 
0 
0 

-140.OSi 
-85 02 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 -348.01 
0 -iQi 888 

0 " 
0 
0 
0 

7 8 
Onen Tola Adjut Class Descr 

0 0 0 Cli G5 Pn 1 ph 
0 0 0 Cli GS Pn 1 ph 
0 0 0 CliGSPn 1 ph 
0 0 0 CiiGSPn 1 ph 
0 0 0 Cil GS Pti 3 pi) 
0 0 0 Cll GSPti3 ph 
0 0 0 ai GsPI33 pli 
0 0 0 CII GS Pn 3Dh 
0 0 0 CII GS PI3 3Dh 
0 0 0 CII GS Pn3ph 
0 0 0 Cil GS Pn 3 DII 
0 0 0 Cii GS Pn3ph 
0 0 0 Cil GS Pn 3 Ph 
0 0 0 CilGSPn3Ph 
0 0 0 Cll GS Pti 3 Lih 
0 0 0 Cli GS Pd 3 Ph 
0 0 0 Cll GS Pn 3 Ph 

0 Cn LC STOO Scc 0 0 
0 0 .87 248 Cll LC ST00 SBC 
0 0 d 4  22 UI LC STODSec 

0 CII LC STOD Scc 0 0 
0 0 488 687 Cll LC STOD Scc 

0 -248 331 CII LC STOD Scc 0 
0 0 450  174 Cll LC STOD Scc 
0 0 0 Cil LC STOD Ssc 

0 Cll LC STOD Sec 0 0 
0 0 0 Cil LC STOD Sec 
0 0 0 Cli LC STOO sec 
0 0 0 CO LC STOD Sec 

0 cn LC STOD Pti 0 0 
0 0 .10 GO5 Cti LC ST00 Pti 
0 0 -10208UILCSTDDPti 
0 0 
0 0 -63 821 CII LC STOD Pti 
0 0 4 5  828 Cll LC STOD Pn 
0 0 4 0  055 UI LC STOO Pti 

0 CII LC STOD Pti 0 0 
0 CII LC STOD Pti 0 0 

0 0 0 WI LC STOO Pti 
0 0 0 Cfl LC STOD Pti 
0 0 0 Cll LC STOD Pti 
0 0 0 Cil LC STOD Pti 
0 0 0 Cll LC SBC 
0 0 -160581 Cil LCSec 
0 0 -15545B cn t c s e c  
0 0 0 Cil LC scc 
0 0 -11130.2 CilLCSer. 

0 -7500 11 CIlLCSOC 0 
0 0 0 Cil LC scc 
0 0 0 cn LC sec 
0 0 0 cn LC sec 
0 0 0 CII LC SBC 
0 0 0 CII LC soc 
0 0 0 cn LC SBC 
0 0 0 ci1 LC PO 
0 0 -134 852 Cli LC Pti 

.83 148 Cll LC Pti 0 
0 0 0 C" LC Pfl 

0 0 o cn LC si00 5ec 

o ~ i t c s i o ~ ~ t i  

0 o .5433 14 cn tc soc 

0 

0 0 .BO5 358 Cll LC Po 
0 0 4 2 7  271 WI LC Po 
0 0 -528 552 Cn LC Pn 
0 0 ocn tcm 
0 0 O U I L C P "  
0 0 O U I L C P "  
0 0 0 Cil LC P" 
0 0 0 Cll LC P" 
0 0 0 Cil LC P" 
0 0 0 Cil LC 5ec TOD 
0 0 I85 83 Cil LC Sec TOD 
0 0 0 Cil LC Scc TOD 
0 0 0 Cil LC Soc TOD 
0 0 .I258 85 Cll LC Sec TOD 
0 0 480 20s Cil LC Sec TOD 
0 0 .745 744 Cil LC Scc TOO 
0 0 0 Cil LC Scc TOD 

0 CII LC Sec TOD 0 0 
0 0 0 Cil LC Scc TOD 
0 0 0 CII LC 5ec TOD 

0 Cil LC Soc TOD 0 0 
0 Cll LC Soc TOO 0 0 

0 0 0 Cll LC PnTDD 
0 0 -140081 CiILCPnTOD 
0 0 -8602 CllLCPnTOD 
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Noto: Formulas chungo hull.wuy down lho Plgolll  

Index 

15 2008 
15 2000 
15 2000 
15 2000 
17 2007 
17 2007 
I 7  2007 
17 2007 
17 2007 
17 2007 
17 2007 
17 2007 
17 2007 
17 2008 

Clam CamDan" 
7 250 LE 
0 250 LE 

10 250 LE 
11 250 LE 
12 250 LE 

1 250 LE 
2 250 LE 
3 250 LE 
4 250 LE 
4 250 LE 
5 2GO LE 
5 250 LE 
7 260 LE 
8 250 LE 

n 250 LE 

B 200 LE 
10 250 LE 
11 250 LE 
12 250 LE 
t 250 LE 
2 250 LE 
3 2GO LE 
4 250 LE 
cl 300 LE 
5 300 LE 

HOD50 
1 2 3 4 5 

0 0 0 0 0 
0 0 0 0 0 

HOD05 CDO55 COO70 MmTBmD Max1 

0 0 0 0 415587  
0 0 -30852 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 0 0 0 
0 0 -85355 0 0 
0 0 .5577 0 0 
0 0 0 0 0 
0 0 .010602 0 0 
0 0 0 0 .260825 
0 0 -23288 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
o 370 in4 0 
0 0 .e81 53 0 
0 0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 -1802 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 .153754 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 . 0  0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 

0 
0 
0 
0 
0 
0 
0 
0 

.,145G5 
0 
0 
0 

0 

-825 BGO 
4 1 4  15 

0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
n 0 
0 0 
0 -155522 
0 . io5432 
0 0 

4 7 0  374 

0 0 
0 0 
0 0 

0 

0 0 
0 0 
0 0 
0 0 

G 

0 
0 

'Bmp Om" 

0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

n 

n 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 

7 8 
Open Tolal Adiui Class DC%r 

0 0 0 Cil LC Pti TOO 
0 0 0 CII LC Pti TOO 
0 0 415557  C1ILCPnTOD 
0 o 4 8 8  52 CII LC ~n TOD 
0 0 0 Cii LCPnTOD 
0 0 0 Cil LC P" TOO 
0 0 0 cn LC Ph TOO 
0 0 0 cn LC P" TOO 
0 0 0 cn LC P" 100 
0 0 0 Cll LC Pti TOO 
0 0 0 cn LC Spacial 
0 0 45.365 CII LC Special 
0 0 4 5  77 Cil LC Special 
0 0 0 Cil LC Special 
0 0 .oio 602 Cil LC Special 
0 o .25n.n28 cn LC spec~ai 
0 0 -232 88 Cil LC Spccial 
0 0 0 Cll LC Spocial 
0 0 0 CII LC Spedal 
0 0 0 Cil LC smciai 
0 0 0 Cil LC Spcclal 
0 0 0 cn LC SPCCiaI 

0 cn LC Spacial 0 0 
0 0 o cn LP scc 
0 0 0 CII LP sac 
0 0 -140 55 CII LPSec 
0 0 0 Cll LP scc 
0 0 .Q70 374 Cil LP Scc 
0 o .24n.774 cn LP sec 
0 o . i i r&oncnt~sm 
0 0 0 CII LP sec 
0 0 0 CII LP sac 
0 0 0 Cil LP scc 
0 0 0 Cil LP scc 
0 0 0 Cil LP sec 

0 0 0 C,I LPPri 

0 0 0 Cil LP PO 
0 0 Cil LP Pti 
0 -158522 CilLPPti 
0 .io5432 CIILPPn 

0 0 CII LP P" 
0 0 CII LP Pri 
0 0 CII LP P" 
0 0 CII LP Pti 
0 0 Cil LP P" 
0 0 Cil LP Ph 
0 0 LgCIILPSccTOD 
0 0 Lg UI LP sec TOO 
0 0 Lg Cll LP scc TOO 
0 0 Lg Cll LP soc TOO 
0 0 Lg Cil LP sac100 

0 Ln cn LP S ~ C T O D  0 
0 0 LnUILPSaCTOD 

0 LnCllLPSeCT00 0 
0 0 LnCiILPSeCTOD 
0 0 LgUILPSoCTOD 
0 0 Lg UI LP Sec TOD 
0 0 Lg UI LP S85 TOO 
0 o t g  cn LP sec TOO 
0 0 Lg Cll LP Pri TOO 
0 o t g  cn LP pri TOO 
0 o LQ cn LP ph TOO 
0 o t g  cn LP pti TOO 
0 0 LgWILPPriTOD 
0 0 LgCllLPPtiTOD 
0 0 L g c i l L P P ~ l o D  
0 0 t g  cn LP Pti TOO 
0 0 Ln cn LP ph TOO 
0 0 Lg CII LP P" TOO 
0 o tg cn LP PO TOO 
0 0 Lg cn LP PO TOO 
0 0 Ln cn LP Pri TOO 
0 0 LnCflLPPtiTODCSR 
0 0 LnUILPPtiTODCSR 
0 0 LQCIILPPOTOOCSR 
0 0 Lg cil LP PI1 TOO CSR 
0 0 Lg Cil LP Pri TOO CSR 
0 o t g  cn LP p h  TOO CSR 
0 0 Lg Cil LP P i l lOD CSR 
0 0 Lg Cll LP Pti TOO CSR 
0 0 Lg Cil LP Ph TOO CSR 
0 0 Ln Cll LP Pti TOO CSR 

0 0 o cn LP sac 

0 o . , I O  82 CII LP pti 

o .153754 c n w m  



Yea, 
17 
17 
I 7  
10 
10 
10 
10 
10 
18 
10 
10 
18 
i o  
10 
18 
10 
1D 
1D 
18 
18 
10 
10 
18 
1s 
1s 
10 
I 8  
18 
19 
20 
20 
20 
20 
20 
20 
20 
20 
20 
20 
20 
20 
20 
21 
21 
21 
21 
21 
21 
21 
21 
21 
21 
21 
21 
21 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
22 
23 
23 
23 
23 
23 
23 
23 
23 
23 
23 
23 
23 
23 
24 
24 
24 
24 

2000 
2000 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2000 
2000 
ZOO8 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2000 
2008 
ZOO8 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2000 
2000 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2000 
2000 
2008 
2008 
2007 
2007 
2007 
2007 

2 
3 
4 
4 
5 
6 
7 
8 
0 

10 
11 12 

1 
2 
3 
4 
4 
5 
8 
7 
0 
0 

10 
11 
12 
1 
2 
3 
4 
4 
5 
6 
7 
8 
8 

10 
11 
12 
1 
2 
3 

5 
8 
7 
8 
0 

10 
11 
12 

1 
2 
3 

Class .. 
430 LE 
430 LE 
430 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
440 LE 
450 LE 
450 LE 
450 LE 
450 LE 
450 LE 
450 LE 
450 LE 
450 LE 
450 LE 
450 LE 
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000 LE 
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B OlherOL LE 
10 OlherOL LE 
11 OlhorOL LE 
12 OlherOL LE 
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N o w  Formulas chnngo hall.Wry down tho P w a l l l  

1 2 3 4 5 5 7 8 
Index Year M~nlli Class Campany HDOOO HOD85 COD05 COD70 MioTemp MaXTOmP Own Oiicn TOLIIIIUIU!CI~SI 0 8 6 ~ 1  

26 2007 8 Cornmot LE 0 0 0 0 0 0 700 
7 4  700, .. 
24 
24 
24 
2a 
24 
24 
24 
25 
25 
25 
25 
25 
25 
25 
25 
20 
25 
25 
25 
25 
20 
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28 
28 
26 
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28 
28 
28 
28 
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28 
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2005 
2008 

1 CommOL LE 
2 ComrnOL LE 

2008 
2008 
2008 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2007 
2008 
2008 
2008 
2008 
2007 
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2000 
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2001 
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200n 
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5 PSL 
5 PSL 
7 PSL 
8 PSL 
0 PSL 

10 PSL 
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12 PSL 
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4 PSL 
4 SLE 
5 SLE 
0 SLE 
7 SLE 
8 SLE 
8 SLE 

10 SLE 
11 SLE 
12 SLE 

1 SLE 
2 SLE 
3 SLE 
4 SLE 
4 TLE 
5 TLE 
5 TLE 
7 TLE 
8 TLE 
0 TLE 

10 TLE 
11 TLE 
12 TLE 

1 TLE 
2 TLE 
3 TLE 
4 TLE 
4 open 
5 Om" 
6 Olien 
7 open 
8 ODs" 
8 open 

10 open 
11 open 
12 open 
1 opcn 
2 open 
3 open 
4 OPO" 
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5 open 
0 opsn 
7 open 
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0 open 
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720 
720 
720 
720 
720 
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730 
730 
730 
730 
730 
730 
730 
730 
730 
730 

0 open 
0 opan 
0 open 
0 opon 
0 upan 
0 000" 
0 open 
0 ollcn 
0 opsn 
0 open 
0 Open 
0 open 
0 open 
0 open 
0 Om" 
0 open 
0 open 
0 opan 
0 open 
0 Om" 
0 open 
0 open 
0 open 
0 open 
0 open 
0 open 



KU Normals 

Lookup 
2008-1-1 
2008-2-1 
2008-3- i 

2007-5-i 
2007-4- 1 

2007-6- 1 
2007-7- 1 
2007-8-1 
2007-9-1 
2007-1 0-1 
2007-1 1-1 
2007-12-1 
2008-4-1 
2008-1-2 
2008-2-2 
2008-3-2 
2007-4-2 
2007-5-2 
2007-6-2 
2007-7-2 
2007-8-2 
2007-9-2 
2007-10-2 
2007-1 1-2 
2007-i2-2 
2008-4-2 
zao8-i-3 
2008-2-3 
2008-3-3 
2007-4-3 
2007-5-3 
2007-6-3 
2007-7-3 
2007-8-3 
2007-9-3 
2007-10-3 
2007-1 1-3 
2007-12-3 
2008-4-3 
2008-1-4 
2008-2-4 
2008-3-4 
2007-4-4 
2007-5-4 
2007-6-4 
2007-7-4 
2007-8-4 
2007-9-4 
2007-10-4 

Calendar 
Index Month Variable 

1 1/1/2008 HDD60 
1 2/1/2008 HDD60 
1 3/1/2008 HDD60 
1 4/1/2007 HDD60 
1 5/1/2007 HDD6O 
1 6/1/2007 HDD60 
1 7/1/2007 HDD60 
1 8/1/2007 HDD60 
1 9/1/2007 HDD60 
1 10/1/2007 HDD60 
1 11/1/2007 HDD60 
1 12/1/2007 HDD60 
1 4/1/2008 HDD60 
2 1/1/2008 HDD65 
2 2/1/2008 HOD65 
2 3/1/2008 HDD65 
2 4/1/2007 HDD65 
2 5/1/2007 HDD65 
2 6/1/2007 HDD65 
2 7/1/2007 HDD65 
2 8/1/2007 HDD65 
2 9/1/2007 HDD65 
2 10/1/2007 HDD65 
2 11/1/2007 HDD65 
2 12/1/2007 HOD65 
2 4/1/2008 HDD65 
3 1/1/2008 CDD65 
3 2/1/2008 CDD65 
3 3/1/2008 CDD65 
3 4/1/2007 CDD65 
3 5/1/2007 CDD65 
3 6/1/2007 CDD65 
3 7/1/2007 CDD65 
3 8/1/2007 CDD65 
3 9/1/2007 CDD65 
3 10/1/2007 CDD65 
3 11/1/2007 CDD65 
3 12/1/2007 CDD65 
3 4/1/2008 CDD65 
4 1/1/2008 CDD70 
4 2/1/2008 CDD70 
4 3/1/2008 CDD70 
4 4/1/2007 CDD70 
4 5/1/2007 CDD70 
4 6/1/2007 CDD70 
4 7/1/2007 CDD70 
4 8/1/2007 CDD70 
4 9/1/2007 CDD70 
4 10/1/2007 CDD70 
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Seelye 

Normal +/- 
Month Actual Normal Stdev Stdev 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

11 10 

12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

857 

485 
274 

17 
0 
0 
0 
1 

91 
432 
610 

705 

200 
I a07 
849 
639 
377 
59 
0 
0 
0 

13 
164 
577 
765 
319 

0 
0 
0 

21 
155 
284 
309 
496 
238 
100 

0 
0 

14 
0 
0 
0 
2 

64 
148 
157 
34 1 
124 
44 

854 
683 
477 

50 
0 

0 
18 

166 
42 1 
734 
205 

1008 
823 
62 1 
318 
113 

0 
0 
0 

51 
278 
563 
887 
318 

0 
0 
0 

18 
85 

235 
354 
324 
146 
25 
0 
0 

18 

0 
0 
2 

27 
116 
204 
180 
63 
5 

205 

a 

a 

171 
145 
93 
63 
36 
0 
0 

15 
60 
97 

155 
63 

171 
145 
101 
76 
59 
0 
0 
0 

26 
76 

102 
158 
76 
0 
0 

16 
51 
54 
64 
80 
55 
22 
0 
0 

16 
0 
0 
0 
5 

25 
42 
61 
72 
37 
9 

a 

a 

857 
705 
485 
268 

17 
0 
0 
0 
3 

106 
432 
610 
200 

1007 
849 
639 
377 
59 
0 
0 
0 

25 
202 
577 
765 
319 

0 
0 
0 

21 
136 
284 
309 
404 
201 
47 
0 
0 

14 
0 
0 

2 
52 

148 
157 
252 
100 
14 

a 



KU Normals 

Lookup 
2007-1 1-4 

2008-4-4 
2008-1-5 
2008-2-5 
2008-3-5 

2007-5-5 
2007-6-5 
2007-7-5 
2007-8-5 
2007-9-5 
2007-10-5 
2007-1 1-5 
2007-12-5 
2008-4-5 
2008-1-6 
2008-2-6 
2008-3-6 
2007-4-6 
2007-5-6 

2007-7-6 
2007-8-6 
2007-9-6 
2007-10-6 

2007-12-6 
2008-4-6 
2008-1-7 
2008-2-7 
2008-3-7 
2007-4-7 
2007-5-7 
2007-6-7 
2007-7-7 
2007-8-7 
2007-9-7 
2007-10-7 
2007-1 1-7 
2007-1 2-7 
2008-4-7 

2007-12-4 

2007-4-5 

2007-6-6 

2007-11-6 

2008-1-8 
2008-2-8 
2008-3-8 
2007-4-8 
2007-5-8 
2007-6-8 
2007-7-8 
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Seelye 

Calendar Normal +/- 
Index Month Variable Month Actual Normal Stdev Stdev 

4 1.1/1/2007 CDD70 
4 12/1/2007 CDD70 
4 4/1/2008 CDD70 
5 1/1/2008 MinTernp 
5 2/1/2008 MinTernp 
5 3/1/2008 MinTernp 
5 4/1/2007 MinTernp 
5 5/1/2007 MinTernp 
5 6/1/2007 MinTernp 
5 7/1/2007 MinTernp 
5 8/1/2007 MinTernp 
5 9/1/2007 MinTernp 
5 10/1/2007 MinTernp 
5 11/1/2007 MinTernp 
5 12/1/2007 MinTernp 
5 4/1/2008 MinTernp 
6 1/1/2008 MaxTernp 
6 2/1/2008 MaxTernp 
6 3/1/2008 MaxTernp 
6 4/1/2007 MaxTernp 
6 5/1/2007 MaxTernp 
6 6/1/2007 MaxTernp 
6 7/1/2007 MaxTernp 
6 8/1/2007 MaxTernp 
6 9/1/2007 MaxTernp 
6 10/1/2007 MaxTernp 
6 11/1/2007 MaxTernp 
6 12/1/2007 MaxTernp 
6 4/1/2008 MaxTemp 
7 1/1/2008 Open 
7 2/1/2008 Open 
7 3/1/2008 Open 
7 4/1/2007 Open 
7 5/1/2007 Open 
7 6/1/2007 Open 
7 7/1/2007 Open 
7 8/1/2007 Open 
7 9/1/2007 Open 
7 10/1/2007 Open 
7 11/1/2007 Open 
7 12/1/2007 Open 
7 4/1/2008 Open 
8 1/1/2008 Open 
8 2/1/2008 Open 
8 3/1/2008 Open 
8 4/1/2007 Open 
8 5/1/2007 Open 
8 6/1/2007 Open 
8 7/1/2007 Open 

11 
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 

10 9 

11 
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

11 
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
4 
1 
2 
3 
4 
5 
6 
7 

l a  

0 
0 
3 

745 
805 

1058 
1290 
1736 
1920 
1984 
2139 
1800 
1612 
1080 
992 

1330 
1256 
1254 
1676 
1890 
2480 
2550 
2635 
2852 
2520 
2263 
1650 
1488 
1943 

0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
a 
0 

a 

a 

a 
0 
2 

759 5 
762.75 
1091 2 

1335 
1674 
,1872 

2064.6 
2027 4 

1731 
1438 4 

,1119 
877.3 
1335 

1252.4 
1259.95 
1701.9 

1962 
2300.,2 

2478 
2672.2 
2647.4 

2358 
2086.3 

1659 
,1376.4 

1962 
0 
0 
0 
0 
a 
a 
0 
0 
0 
0 
0 
0 
0 
0 
a 
a 
0 
0 
0 
0 

0 
0 
5 

167 4 
141 25 

93 
84 

102 3 
54 

55 8 
74 4 

69 
105 4 

99 
155 
84 

179 8 
155 375 

1178 
93 

1116 
78 

80 6 
99 2 

96 
806 
117 

164 3 
93 
0 
0 
0 
0 
0 
0 

0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 

a 

a 

0 
0 
3 

745 
805 

1058 
1290 
1736 
1920 

2008 8 
2101.8 

1800 
1543 8 

1080 
992 

1330 
1256 
1254 
1676 
1890 

2411 8 
2550 
2635 

2746 6 
2454 

2166 9 
1650 
1488 
1943 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 

a 



K1J Normals 

Lookup 
2007-8-8 
2007-9-8 
2007-1 0-8 
2007-.11-8 
2007-12-8 
2008-4-8 

Calendar 
index Month Variable 

8 8/1/2007 Open 
8 9/1/2007 Open 
8 101112007 Open 
8 11/1/2007 Open 
8 12/1/2007 Open 
8 4/1/2008 Open 
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Seelye 

Normal +/- 

8 0 fl 0 0 
9 0 0 0 0 

10 0 a 0 0 
11 0 0 0 0 
12 0 0 0 0 

Month Actual Normal Stdev Stdev 

4 0 0 0 a 



KlJ Normals 

Lookup 
2006-1-1 
2008-2- 1 
2006-3-1 
2007-4-1 
2007. 5~.1 
2007-6-1 
2007-7..1 
2007-8-1 
2007-9- 1 
2007-10-1 
2007- 11-1 
2007-12- 1 
2006_4_ 1 
2006- 1-2 
2008-2..2 
2008-3-2 
2007-4-2 
2007-5-2 
2007-6-2 
2007-7-2 
2007-8-2 
2007-9-2 
2007-10-2 
2007-1 1-2 
2007-12-2 
2008-4-2 

2008-2-3 
2006_3-3 
2007-4-3 
2007-5-3 
2007-6-3 
2007-7-3 
2007-8-3 
2007-9-3 
2007-10-3 
2007-1 1-3 
2007-1 2-3 
2008_4-3 
2008-1 -4 
2008-2-4 
2008-3_4 
2007-4-4 
2007-5-4 
2007-6-4 
2007-7-4 
2007-8-4 
2007-9-4 
2007-10_4 

2008.- 1-3 

Variable 
HDD60 
HDDGO 
HDD60 
HDDGO 
HDDGO 
HDD60 
HDD60 
HDD60 
HDD60 
HDD6O 
HDDGO 
HDDGO 
HDD60 
HDD65 
HDD65 
HDD65 
HDD65 
HOD65 
HOD65 
HDD65 
HDD65 
HDD65 
HDD65 
HDD65 
HDD65 
HDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD65 
CDD70 
CDD70 
CDD70 
CDD7O 
CDD70 
CDD70 
CDD70 
CDD70 
CDD70 
CDD70 

20-Year 30-Year 20-Year 30-Year 
Monlh Normal Normal OPEN Sldev Stdev OPEN 

1 
2 
3 
4 
5 
6 
7 
6 

10 9 

12 11 

i 
1 
2 
3 
4 
5 
6 
7 
6 
9 

10 
11 12 

4 
1 
2 
3 
4 
5 
6 
7 
6 

10 9 

11 
I2 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

790 
648 
473 
203 

48 
0 
0 
0 

16 
169 
427 
737 
203 
945 
768 
616 
314 
112 
0 
0 
0 

52 
260 
570 
89 1 
314 

0 
0 
0 

19 
85 

235 
352 
328 
141 
25 

0 
0 

19 
0 
0 
0 
3 

2'7 
116 
202 
164 
59 

6 

854 
683 
477 
205 
50 

0 
0 
0 

18 
166 
421 
734 
205 

1008 
823 
62 1 
318 
113 
0 
0 
0 

51 
278 
563 
887 
318 

0 
0 
0 

18 
85 

235 
354 
324 
146 
25 
0 
0 

18 
0 
0 
0 
2 

27 
116 
204 
180 
63 

5 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
G 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

152 
115 
93 
63 
36 

0 
0 
0 

15 
57 

104 
155 
63 

152 
116 
102 
73 
60 
0 
0 
0 

26 
66 

107 
155 
73 

0 
0 
0 

18 
49 
51 
64 
81 
61 
23 

0 
0 

16 
0 
0 
0 
6 

23 
40 
61 
71 
39 
10 

171 
145 
93 
63 
36 

0 
0 
0 

15 
60 
97 

155 
63 

171 
145 
101 
76 
59 

0 
0 
0 

26 
76 

102 
158 
76 
0 
0 
0 

16 
51 
54 
64 
80 
55 
22 
0 
0 

16 
0 
0 
0 
5 

25 
42 
61 
72 
37 
9 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
c 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 



KlJ Norrnais 

Looktip 
2007-1 1..4 
2007-12_4 

2008-1-5 
zooe-4-4 

zooe-. 2.. 5 
200e-3-5 
2007-4-5 
2007-5. .5 
2007-6-5 
2007-7-5 

2007-9-5 
2007-10-5 
2007-11-5 
2007-12-5 
2008-4-5 
2008-1-6 
2006-2-6 
2008-3-6 
2007-4-6 
2007-5_6 
2007-6-6 
2007-7_6 
2007-8-6 
2007-9-6 
2007-10-6 
2007-1 ‘1-6 
2007- 12-6 
2008-4-6 
2008-1-7 
2008-2-7 
2008-3-7 
2007_4..7 
2007-5-7 
2007-6-7 
2007-7-7 
2007-8-7 
2007-9-7 
2007_10_7 
2007-1 1-7 
2007-12-7 
2008..4_,7 

2007-8-5 

2008-1-8 
2008-2-8 
2006-3-8 
2007-4-8 
2007-5-8 
2007..6-8 
2007..7-8 

20-Year 30-Year 
Variable Month Norrnai Normal 0PEi.I 
CDD70 
CDD7G 
CDD70 
MinTernp 
MinTernp 
IviinTernp 
MinTernp 
MinTernp 
MinTernp 
MinTernp 
fvlinTernp 
MinTernp 
MinTernp 
MinTernp 
MinTernp 
MinTernp 
MaxTernp 
MaxTernp 
MaxTernp 
MaxTernp 
MaxTernp 
MaxTernp 
MaxTernp 
lvlaxTernp 
MaxTernp 
IvlarTemp 
MaxTernp 
MaxTernp 
MaxTernp 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 
Open 

11 
12 
4 
1 
2 

4 
5 
5 
7 
8 

- > 

10 9 

11 
12 
4 
1 
2 

4 
5 
6 
7 
8 

1 i 

10 9 

1 1  
12 
4 
1 
2 
3 
4 
5 
5 
7 
8 
9 

10 
11 
12 
4 
1 
2 
3 
4 
5 
6 
7 

0 
0 
3 

8184 
796 65 
1094 3 

1338 
1674 
1872 

2064 6 
2027 4 

1725 
1435 3 

1107 
877 3 
1338 

13237 
1299 5 
1708 1 

1971 
2300 2 

2475 
2672 2 
2656 7 

2352 

1653 
13702 

1971 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

2086 3 

0 
0 
2 

759 5 
762 75 
1091 2 

1335 
1674 
1872 

2064 6 
2027 4 

1731 
1436 4 

1119 
677 3 
1335 

1252 4 
1259 95 
1701 9 

1962 
2300 2 

2478 
2672 2 
2647 4 

2358 
2066 3 

1659 
1376.4 

1962 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

2G.Year 30-Year 
Sldev Stdev OPEN 

0 
0 
0 
0 
0 
0 
0 
(J 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
n 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
6 

151 9 
113 

96 1 
90 

102 3 

52 7 
74 4 

66 
83 7 

93 
145 7 

90 
158 1 
124 3 
1178 

84 
105 4 

64 
80 6 
99 2 
105 

83 7 
129 

164 3 
84 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

48 

0 
0 
5 

167 4 
141 25 

93 
64 

102 3 
54 

55 6 
74 4 

69 
1054 

99 
155 
64 

179 6 
155.375 

1176 
93 

111 6 
78 

80 6 
99.2 

96 
80 6 
117 

164 3 
93 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
D 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
G 
0 
3 
0 
G 
0 
0 
G 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 



KU Normals 

Lookup 
2007-8-8 

2007-10-8 
2007-1 1-8 
2007-1 2-8 
2008-4-8 

2007-9-8 

20 .Year 30-Year 
Variable Month Normal Normal OPEN 
Open 8 0 0 
Open 9 0 0 
Open 10 0 0 
Open 11 0 0 
Open 12 0 0 
Open 4 0 0 

20-Year 30-Year 
Sldev Stdev OPEN 

c! 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 
0 0 0 0 



LE Normals 

Lookup Index 
2008-1 -1 
2008-2- 1 
200E-3-1 
2007.4 1 
2007-5-1 
2007-6-1 
2007.7 1 
2007_8-1 
2007-9-1 
2007-1 0-1 
2007-1 1-1 
2007-1 2-1 
200E_4_1 
2008_1-2 
2008-2-2 
2008-3-2 
2007-4-2 
2007-5-2 
2007-6-2 
2007-7-2 
2007-8-2 
2007-9-2 
2007-1 0-2 
2007-1 1- i  
2007-1 2-2 
2008-4-2 
2008-1-3 
2008-2- 3 
2008-3-3 
2007-4-3 
2007..5-3 
2007-6-3 
2007-7-3 
2007-8-3 
2007-9-3 
2007- lo-: 
2007-1 l-; 
2007-1 2-,: 
2008-4-3 

2008-2-4 
2008_3_4 
2007-4-4 
2007-5-4 
2007-6-4 
2007-7-4 
2007-8-4 
2007-9-4 

2008-1_4 

Calendar 
Monlt? Variable 

1 li1/2008 HDD6ti 
1 2/1/2008 HDD6O 
1 3/1/2006 HDD6O 
1 4/1/2007 HDD6O 
1 511!2007 HDDGO 
1 G/liEO07 HDDGO 
1 7/1/2007 HDDGO 
1 8/1/2007 HUD6O 
1 9/1/2007 HDD6O 
1 101112007 HDD60 
1 11/1/2007 HDD6O 
1 12/1/2007 HDDGO 
1 4/1/2008 HDD6O 
2 1:1!2008 HDD65 
2 2/1/2008 HDD65 
2 3/1/2008 HDD65 
2 4/1/2007 HDD65 
2 5/1/2007 HDD65 
2 6/1/2007 HDDE5 
2 7/1/2007 HDD65 
2 8/1/2007 HDD65 
2 9/1/2007 HDD65 
2 10/1/2007 HDD65 
2 11/1/2007 HDD65 
2 12/1/2007 HDD65 
2 4/1/2008 HUDE5 
3 1/1/2008 CDU65 
3 2/1/2008 CUD65 
3 3/1/2008 CDU65 
3 4/1/2007 CDD65 
3 5/1/2007 CDD65 
3 6/1/2007 CDD65 
3 7/1/2007 CDD65 
3 8/1/2007 CDD65 
3 9/1/2007 CDD65 
3 101112007 CDD65 
3 11/1/2007 CDD65 

3 4/1/2008 CDD65 
4 1/1/2008 CDD70 
4 2/1/2008 CDD70 
4 3/1/2008 CDU70 
4 3/1/2007 CDD70 
4 5/1/2007 CDD70 
4 6/1/2007 CDD70 
4 7/1/2007 CDD70 
4 8/1/2007 CDD70 
4 9/1/2007 CDD70 

3 12/1/2007 C D D ~  

Normal +I -  

Monlli Aciiral Normal Stdev Slaev 
1 
2 
3 
4 
5 
6 
7 
E 
9 

10 
11 
12 
4 
1 

.3 
4 
5 
6 
7 
E 
9 

10 
11 
12 
4 
i 
2 
3 
4 
5 
6 
7 
E 
9 

i o  
11 
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

7 - 

786 
646 
-117 
236 

0 
ti 
0 
0 

48 
34E 
557 
1411 
935 
7E7 
569 
329 
27 

0 
0 
ti 
3 

114 
484 
712 
240 
0 
0 
0 

51 
202 
382 
397 
629 
350 
149 

0 
0 

30 
0 
ti 
0 

1 1  
96 

232 
242 
4 74 
212 

.l 

809 
638 
426 
163 
29 

ti 
0 
ti 

10 
127 
370 
689 
163 
963 
778 
567 
265 
78 

5 
0 
0 

33 
230 
509 
84 1 
265 
0 
0 
0 

29 
120 
299 
429 
399 
19E 
37 

0 
0 

29 
0 
0 
0 
7 

47 
167 
276 
249 
98 

171 
144 
94 
59 
24 

0 
0 
0 

11 
55 
94 

155 
59 

: 7 1  
145 
103 
74 
46 

6 
0 
0 

23 
72 

100 
157 
74 
0 
0 
0 

24 
61 
61 
60 
81 
66 
30 
0 
0 

24 
0 
0 
0 

1 1  
37 
50 
59 
81 
49 

786 
646 
417 
222 

5 
0 
0 
0 
0 

72 
348 
557 
144 
935 
787 
569 
329 

32 
0 
0 
0 

i o  
158 
484 
712 
240 
0 
0 
0 

51 
181 
360 
397 
480 
264 
67 

0 
0 

30 
0 
0 
0 

11 
84 

217 
242 
330 
147 



LE Nornials 

Lookup Index 
2007, lo,.: 
2007.,1 1..4 
2007-1 2-4 

2008- 1-5 
2008,_2-5 
2008-3-5 
2007-4-5 
2007~_5_5 
2007-6-5 
2007-7-5 
2007_8_5 
2007-9~. 5 
2007-10-5 
2007-1 1-5 
2007-1 2-5 
2008-4-5 
2008_1_6 
2008_2..6 
2008-3-6 
2007-4-6 
2007-5-6 
2007-6-6 
2007-7-6 
2007-8-6 
2007-9-6 
2007- 10-E 
2007-1 I-€ 
2007_12_E 
2008-4-6 
2008- 1-7 
2008-2_7 
2008-3-7 
2007-4-7 
2007-5-7 
2007-6-7 
2007-7-7 
2007-8_7 
2007-9-7 
2007_10_7 
2007-1 1-7 
2007_.12-7 
2008_4-7 
2008-1-8 
2008-2-8 
2008-3-8 
2007-4-8 
2007_5_8 

2008-4-3 

Calendar Normal + I -  

Monlli Variable Month Acliial Normal Staev Stdev 
3 '10!1/2007 CDD70 
4 11/1/2007 CDD70 
3 12/1/2007 CDD70 
4 4/1/2008 CDD70 
5 1/1/2008 MinTernp 
5 21 1/2008 MinTemp 
5 3/1/2008 MnTemp 
5 4/1/2007 MinTemp 
5 5/1/2007 MinTernp 
5 6/'1/2007 MinTernp 
5 7/1/2007 MinTeinp 
5 8/1/2007 MinTernp 
5 9/1/2007 MinTernp 
5 10/1!2007 l4iiiTemp 
5 11/1/2007 MinTernp 
5 12/1/2007 MinTernp 
5 4/1/2008 MinTernp 
6 1/1/2008 MaxTernp 
6 2/1/2008 IvlaxTernp 
6 3/1/2008 MaxTernp 
6 4/1/2007 MaxTernp 
6 5/1/2007 MaxTernp 
6 6/1/2007 MaxTernp 
6 7/1/2007 MaxTemp 
6 8/1/2007 MaxTernp 
6 9/1/2007 MaxTernp 
6 10/1/2007 MaxTernp 
6 I l / l /2007 MaxTernp 
6 12/1/2007 MaxTernp 
6 41'112008 MaxTernp 
7 1/1/2008 Open 
7 2/1/2008 Open 
7 3/1/2008 Open 
7 4/1/2007 Open 
7 5/1/2007 Open 
7 6/1/2007 Open 
7 7/1/2007 Open 
7 8/1/2007 Open 
7 9/'l/2007 Open 
7 10/1/2007 Open 
7 11/1/2007 Open 
7 12/1/2007 Open 
7 4/1/2008 Open 
8 1/1/2008 Open 
8 2/1/2008 Open 
8 3/1/2008 Open 
8 4/1/2007 Open 
8 5/1/2007 Open 

10 
11 
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
1 
1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
1 1  
12 
4 
1 
2 
3 
4 
5 
6 
7 
8 
9 
IO 
1 1  
12 
4 
1 
2 
3 
4 
5 

78 
0 
0 
6 

827 
878 

1137 
1.380 
1860 
2040 
2108 
2294 
1950 
1736 
1170 
1054 
1417 
1325 

I 1  
0 
0 
7 

806 
807 95 

11-17 
1395 

1745 3 
1953 

2154 5 
21142 

1806 
1494 2 

1173 
930 

1395 
1298 9 

1305 1307 975 
1735 
1950 
251 1 
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LE Nornials 

Lookup Index 

2007-8-8 

2007-6-8 
2007-7-8 

2007-9-8 
2007--10-.€ 
2007-1 1-€ 
2007-12-E 
2008-4-8 

Lalendar 
Month Variable 

e 61112007 Open 
e 7i1!2007 Open 
8 81112007 Open 
8 5!1/2007 Open 
8 10i112007 Open 
8 111112007 Open 
8 12/1/2007 Open 
8 4/1/2008 Open 

blontti Actual 
6 
7 
8 
9 
IO 
11 
12 
4 

1\1 orin a I 
0 
0 
0 
0 
0 
0 
0 
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Stdeb 
0 
0 
0 
0 
0 
0 
0 
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Normal + I -  
Stdev 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 



LE Normal! 

Lookup Variable 
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2007-10-1 HDDGO 

2007-12-1 HDD6O 
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2008-4-2 HDD65 
2008-1-3 CDD65 
2008-2-3 CDD65 
2008-3-3 CDD65 
2007-4-3 CDD65 
2007-5-3 COD65 
2007-6-3 CDD65 
2007-7-3 CDD65 
2007-8-3 CDD65 
2007-9-3 CDD65 
2007-10-C CDD65 
2007-1 1-C CDD65 
2007_12_: COD65 
2008-4-3 CDD65 
2008-1-4 CDD7O 
2008-2-4 CUD70 
2008-3-4 COD70 
2007-4-4 COD70 
2007-5-4 CDD7O 
2007-6-4 CDD70 
2007-7-4 CDD70 
2007-8-4 CDD7O 
2007-9-4 CDD70 
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20-Year 30-Year 20-Year 30-Year 
Month Normal Normal OPEN Stdev Stdev OPEN 
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LE Normal: 

L O O ~ U O  Variable Month Normal Normal OPEN Stdev Stdev OPEN 
20-Year 30-Year 20-Year 30-Year 

2007.10~-4 CDD70 
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2008-1-5 MinTernp 
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2008-3-5 MinTernp 
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2007-5-5 MinTenip 
2007-6-5 MinTemp 
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2007-1 l_:MinTemp 
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2007-12_7 Open 
2008-4-7 Open 
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LE Normal! 

Lookup Variable 
2007-6-8 Open 
2007-7-8 Open 
2007-8-8 Open 
2007-9-8 Open 
2007-.10-€ Open 
2007-1 1-E Open 
2007-12-€ Open 
2008-4-8 Open 

20-Year 30-Year 
Month Normal Normal OPEN 

6 0 0 
7 0 0 
8 0 0 
9 0 0 

i o  0 0 
1 1  0 0 
12 0 0 

3 0 0 

20-Year 30-Year 
Stdev Stdev OPEN 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
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IW & LGGE Coefficients 
Index Coefiicienl 

1 HDDGO 
2 HDD65 
3 CDD65 
4 CDD70 
5 IviinTenip 
6 MaxTemp 
7 Open 
8 Open 

KO Classes LE Cilasses 
Index Class Class DescriDlion Index 

1 
2 
3 

5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

- 
1 RS 

20 RS (formerly Full Eleclric) 
100 C!I GS Sec 
120 C!I GS Pii 
140 Cil GS Schools 
160 CiI GS Idel Meter 
200 Cil LP STOD Sec 
210 CII LP STOD Pri 
300 CiI LP Sec 
305 C!I LP Sec PF 
320 Cil LP Pri 
325 Cil LP Pri PF 
345 Cil LP Trans PF 
420 Lg C:il LCI-TOD Pri PF 
440 Lg CII LCI-TOD Trans PF 
500 Cil Mines Pri 
505 CiI Mines Pri PF 
510 Cil Mines Trans 
515 Cil Mines Trans PF 
520 Lg Cil Mines LMP-TOD Pri PF 
530 Lg CiI Mines LMP-SOD Trans P 
6.15 Lg Ind LI-TOD Trans 
700 Wholesale Municipal Pri 
7 10 Wholesale MLJniCipal Trans 
720 Wholesale Municipal Paris 
7.30 Wholesale ODP - VA 

27 Street Ligii Streel Lighting 
28 600 Company Use 
29 Open Open 

Class Class Description 
1 1 RSSec 
L 7 

3 

5 
6 
7 
8 220 CII LC Sec 
9 230 Cil LC Pri 

100 CiI GS Sec I ph 
105 Cil GS Sec 3 ph 

125 Cil GS Pri 3 ph 
200 Cil LC STOn Sec 
210 Cil LC STOD Pri 

_I 120 C‘I GS Pri 1 ph 

10 240 Cil ILC Sec TOD 
1 1  250 Cil LC Pri TOD 
12 260 CiI LC Special 
13 300 Cil LP Sec 
14 320 Cil LP Pri 
15 
16 
17 
18 
19 
20 600 Ly Cil Special 
21 800 Company Use 
22 Other OL 700 
23 RS OL 700 
24 Comni OL 700 
25 PSL 710 
26 SLE 720 
27 TLE 730 
28 Open Open 
29 Open Open 

400 Lg Cil LP Sec TOD 
420 Lg Cil LP Pri TOD 
430 Lg Cil LP Pri TOD CSR 
440 Lg CII LP Trans TOD 
450 Lg Cil LP Trans TOD CSR 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 65 

Responding Witness: William Steven Seelye 

4-65, Provide, in electronic format with all formulae intact, the workpapers supporting Exhibits 
1 1, 12 and 13 of the Seelye Testimony. 

A-65. Please see the response to Question No. 30 





KENTUCKY IJTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 66 

Responding Witness: William Steven Seelye 

4-66 For each rate class shown on Exhibit 15, page 1, of the Seelye Testimony, provide the 
number of customers for the end of each month used lo calculate the 13-month average 
If Exhibit 15 was determined using a 12-month average, provide a revised Exhibit 15 
utilizing a 1.3-month average consisting of the number of customers at the beginning of 
the test year (May 1,2006) and the ending of the test year (April 30,2008). 

A-66. Exhibit 15 was determined using a 13-month average. Please see the attached for number 
of customers for the end of each month 
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KENTUCKY UTILITIES COMPANY 

CASE NO. 2008-00251 
CASE NO. 2007-00565 

Response to Second Data Request of Commission Staff 
Dated August 27,2008 

Question No. 67 

Responding Witness: William Steven Seelye 

Q-67 Reconcile the “Current” Disconnect/Reconnect Charge as stated in Exhibit 6, page 2, of 
the Seelye Testimony in the amount of $1,008,440 to the amount recorded in account 
451001 of $1,079,166 as shown in Volume 1 of 4 of the response to Staffs first request, 
Item 13, at page 10 

A-67. Current DisconnectReconnect Charge as slated in Exhibit 6 ,  page 2 was calculated using 
actual number of disconnects and the disconnect charge The amount in account 451001 
is the jurisdictional sum of all journal entry amounts during the test year. 


