
Mark David Goss 
indgoss@gosssamfordlaw.com 

(8.59) 368-7740 

December 5,2012 

Mr. Jeff Derouen 
Executive Director 
Public Service Commission 
P.O. Box 615 
21 1 Sower Boulevard 
Frankfort, KY 40602 

Re: PSC Case No. 2012-00169 - In the Matter of Application of East 
Kentucky Power Cooperative, Inc. to Transfer Functional Control 
of Certain Transmission Facilities to PJM Interconnection, L.L.C. 

Dear Mr. Derouen: 

The final hearing in the captioned matter was held at the Commission’s offices on 
November 7, 2012 following closely upon the filing of a Stipulation and Recommendation 
(“Stipulation”) by East Kentucky Power Cooperative, Inc, (“EKPC”), Louisville Gas and 
Electric Company (“LG&E”), Kentucky Utilities Company (“KU”) (collectively referenced as 
“the Utilities”), Office of the Attorney General of the Commonwealth of Kentucky (“AG’), PJM 
Interconnection, L.L.C. (“PJM”) and Gallatin Steel Company (“Gallatin”) (all coilectively 
referred to as the “Parties”), addressing and agreeing to a settlement of a11 the disputed issues in 
the case. 

Article I11 of the Stipulation addressed EKPC’s on-going membership and participation 
in the Tennessee Valley Authority (“TVA”)/LGE-KU/EKPC Contingency Reserve Sharing 
Group Agreement (“CRSG”), and most importantly provided: 

(1) That the parties were to work with “all good faith and best practices” to 
develop a plan for how EKPC could fulfill its obligation of providing 94 MW 
of reserves as a member of the CRSG, with a target plan completion date of 
December 3 1,2012 (Stipulation of 11/2/12, Section 3.1); and, 
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(2) That the parties were to employ “all good faith and best practices” to resolve 
all disputes or issues that might arise concerning the CSRG (stipulation of 
11/2/12, Section 3.2). 

Indeed, even prior to the Stipulation being filed, EKPC and PJM had begun a concerted 
effort to develop and execute upon a plan to coordinate PJM’s assumption of EKPC’s obligations 
under the CRSG (Stipulation 11/2/12, Section 3.1) with TVA and the Utilities. As this planning 
advanced, both separate and collective discussions were held between TVA, the Utilities and 
EKPC. Following these discussions, TVA and the Utilities concluded that there were NERC 
compliance risks associated with PJM’s performance of EKPC’s CRSG obligations which 
outweighed the relatively small 94 MW of reserves which EKPC was obligated to provide under 
the CRSG. 

TVA’s and the Utilities’ joint conclusion in this regard resulted in companion letters to 
EKPC dated November 30, 2012 requesting that EKPC immediately give notice of its intent to 
withdraw from the CRSG pursuant to Article 2.3.1 of the CRSG Agreement of November 20, 
2009.’ That Agreement contains a six-month notice requirement for any party intending to 
withdraw from it. 

After due consideration of these requests and the representations made therein by both 
TVA and the Utilities that neither company nor its customers would be unduly burdened by 
EKPC’s withdrawal from the CRSG, EKPC sent companion letters to TVA and the Utilities on 
November 30, 2012 formally notifying each of EKPC’s intent to withdraw as a member of the 
CRSG effective June 1, 201 3 which is the earliest date by which EKPC expects to become a hll 
member of PJM.2 

Because the Utilities and EKPC believe that they have acted in good faith and used best 
efforts concerning all of these matters, but that their collective labors have not satisfactorily 
resulted in a means by which EKPC can continue as a participating member of the CRSG while 
EKPC is also a member of PJM, they have reciprocally released each other from the entirety of 
Article I11 of the Stip~lation.~ 

As a consequence of this action, the following will result: 

‘These letters are attached hereto as Collective Exhibit “A” 

’These letters are attached hereto as Collective Exhibit “€3”. 

’Although part of the entire Stipulation entered into by the Parties, Article 111’s obligations flow between the 
Utilities and EKPC exclusively and the reciprocal releases granted do not involve the remaining Parties. However, 
the remaining Parties have been fiilly advised of this situation and none have expressed any concern or objection. 
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(1) EKPC will remain a full member of the CRSG Agreement from the current 
date to June 1, 20 13, after which time it will cease to be a member and its 94 
MW obligation will be re-allocated between TVA and the Utilities; 

(2) Following EKPC’s withdrawal, the CRSG Agreement will continue to remain 
in effect with respect to TVA and the Utilities; 

(3) Should EKPC be unable to fully integrate into PJM for any reason by June 1, 
2013, or, alternatively, should EKPC fully integrate into PJM but 
subsequently withdraw from PJM, both TVA and the Utilities would support 
EKPC’s readmission to the CRSG Agreement based upon the requirements of 
the CRSG in existence at that time; 

(4) The Utilities and EKPC reciprocally release each other from performance of 
the entirety of Article I11 of the Stipulation; and, 

(5) There should not be any procedural or substantive impact upon the 
submission of Case No. 2012-00169, and besides rendering its final decision 
in the case, no further action is either requested or expected from the 
Commission. 

An original and ten copies of this letter is being provided to the Commission for filing so 
that it might be fully and completely informed as to the status of this matter and the belief and 
agreement of the Utilities and EKPC that this action is in the best interests of all concerned. 

Please advise should you desire any further information regarding this matter. 

Mark David Goss 
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PPL. cotnpanles 

November 29,20 12 

Mr. David Crews 
Senior VP of Power Supply 
EKPC 
4775 Lexington fZnad 
P,Q, BQX 707 
Winchester, KY 40392-0707 

LG&E aed KU Ellergy LLC 
State Regulation and Rates 
220 West Main Street 
PO Box 32010 
Louisville, Kentucky 40232 
gy~.i ne-ku.com 

Lonnie E. Bellar 
Vice President 
T 502-627-4830 
F 502-217*2109 
lonnie.bellar~lec-ku.com 

Dear MI’. Crews: 

Tlic Tciuicssce Valley Atithority (“TVA”), Louisvillc Gas and Electric Company and 
Kenlucky Utilities Company (collectively “Coiiipanies”), and East Kentucky Power Cooperative, 
h, (“EKPC”) arc iziein bers of I he TEE Contingency ltcscrve Sliaririg Gro~ip (CRSO) 
Agreciiieiit dated Noveiitber 20, 2009 (the “Agrceuient”). The Companies, EKIT aiid TVA 
have hcld scparate ntid collective discussions aid, bascd on those discussions, the Companies 
and TVA I ~ v e  coilchided that there are NERC coiiipliaiice risks associated with PJM’s 
perforiiiaiice of EMPC’s CRSG obligations. The Companies through this letter and TVA wider 
sopnrate cover therefore request that, 011 or beforc November 30, 201 2, EKPC givc notice of its 
iiiteiit to withdraw fivm the CRSG pursuant to  Article 2.3.1 o f  the Agreemetit. Coiisisteiit with 
the six-month notice requireiizent in the Agreement, tbc cffective date of the withdrawal would 
be June I ,  2013, which is the enrliest dale by which EKPC expects to becoine a full iiieiiibcr of 
PSM, 

Articie I11 of the Stipul~tion and Recommendation dntcd November 2, 2012, by and 
ainoug the Companies, EKPC, PJM, thc Ofice of tlie Attorney General of thc Commonwealth of 
Kaitircky, atid CJdlnti i i  Steel Company in Kentucky Public Service Coamissio~~ Case No. 201 2- 
00169 rcquircs EKPC, PJM, and the Coiiipmies to use good faith and best practices to dcvelop a 
plan for EKPC to rciiiaiiz in the CRSG. Article 111 futrther rcquircs EKPC atid PJM to use good 
faith and best practices to rcsalvc all disputes or issues that erise with TVR or the Coiiipanies 
coiicerriiiig the CRSG. Because the Cofnpmics believe tliat hey and EKPC have acted in good 
€aitli and L I S C ~  bcst prnctices coticeriiing these matters, but that the collective efforts have not 
yicldcd a iiicms by which EKPC can contiaue in tlie CRSG while EKPC is a fill1 nieiiibcr of 
PJM, tlie Companies hcrcbp rcleasc EKIT from any further obligation to the Coiiipanies under 
Article 1IT of the Stipiilation and i~ccomnianclation effective June 1, 201 3, coiitiiigent upon 
UKPC providing the Coinpanies with a reciprocal release. The Conipanies aiid EKPC will need 
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to jointly inform thc Kentucky Public Servicc Commission and the parties 01' record in Case No, 
201 2-00169 of'this dcvelopmenL 

?'hc Coiiipanies firrtller ackmwiedge that, to the bcst of their knowledge, noiie of the 
parties to the Stiprilatioii arid Recommendation are in default or violation of any terms thereof, 
I n  ndciition, the Coinpanics do not expect that EKPC's witIidi*awal from the Agreement will 
place mi Luiduc burden 011 the Coixipaiiies or ( I I C ~ F  custon~crs. 

Finally, the Coiiilmies acknowledge EKPC's right to continue its participatioii in the 
Agreciiictit during the six-month notice of tcriniiiatioii period or through June 1, 201 3. 
Coiisisteiit with the spirit and intent of Article 111 of the Stipulation and Rccomiticndation , the 
Companieu will act in good faith and csiiseiit to EKPC's rencliiiissioii to tlie CRSG if EWC is 
ultimatcly utiable to become B fidl member of PJM by Julie 1, 2013. In addition, llie Compa)~ies 
would support EKPC's reachissioii to the CRSG should EKPC subscqueiitty withdraw from 
PSM, based npon tlie requirciiicnts of the CRSO i n  existence at that time. 



Tenneeaee Vallsy Aulhorlty. 1 101 Market Slreoc, Chatlariougn. Tanrressec 31302-2801 

November 30,2012 

Mr. David Crews 
Senior Vice President 

of Power Supply 
East Kentucky Power Cooperative, Inc. 
4775 Lexington Road 
P.O. Box 70'1 
Winchester, Kentucky 40392-0708 

The Tennessee Valley Authority (TVA), Louisvitle Gas and Electric Company and Kentucky 
Utiljties Company (jointly, LGEE), and East Kentucky Power Coopsrative, Inc. (EKPC) are 
partles to the TEE Contingency Reserve Sharing Group (CRSG) Agreement, dated 
November 20,2008 (Agreement). TVA, EKPG, and LGEE have held separate and 
collective discussions and, based on those discussions, N A  and LGEE have concluded 
that there are NERC: compliance risks associated with PJM Interconnection, L L C s  (PJM) 
performance of EKPC's CRSG obligations. TVA, through this letter, and LGEE, under 
separate cover, therefore request that, on or before November 30,2012, EKPC give notice 
of Its intent to withdraw from the CRSG pursuant to Articte 2.3.1 of the Agreement. 
Consistent with the six-month notice requirement in the Agreement, the effective date af the 
withdrawal would be June 1 , 2013, which is the earliest date by which EKPC expects to 
become a full member of PJM. 

W A  does not expect that EKPC's withdrawal from the Agreement will place an undue 
burden on TVA or its customers. Following EKPC's withdrawal, the Agreement would 
continue to remain in effect with respect to the other parties to the Agreement. 

We acknawledge EKPC's right to continue its participation in the Agreement during the six- 
month notice of termination period or thraugh June 1, 2093. Should EKPC ultimately be 
unable to became a fuull member d PJM by June 1,2013, TVA wilt use good faith efforts to 
allow EKPC to continus its participation in the CRSG. Additionally, should EKPC 
subsequently withdraw from PJM, WA would support EKPC'5 readmission to the CRSG 
based upon the requirements of the CRSG in existence st that time. 

Sincerely, 
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November 30,2012 

cc: Mr. Edwin Staton 
Vice President, Transmission 
Louisvllle Gas and Electric Company 

220 West Main Street 
Louisville, Kentucky 40232 

and Kentucky Utilities Company 

M. R. Brooks, PCC 29-C 
J. R, Gardner, PCC 2A-C 
S, I. Gora, MR BA-C 

R. J. Saas, WT BA-K 
A. M. Rodriguez, PCC 2A-C 

EOMS, W CA-K 
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AST KENTUCKY POWER COOPERATIVE 

Noveinber 30,20 12 

Mr. Lonnie E. Bcllnr 
Vice-Piaddent for State Regutation an# Rates 
LG$E and KU Energy, LLC 
220 West Main Street 
P.0, Box 3201 0 
Lorrisviile, KY 40232 

Mr. Charlie Freibert 
LG&E and KU Etrergy, LLC 
220 West Main Street 
P,O. Box 32010 
Louisville, ICY 40232 

RE: Notice of Withdmwal by En91 Ren(ncky Power Cooperative, iiw. fro;in the TEE Contingency 
Rmcrve Sitariirg Group Agreeiiicnt 

Dear Mr, 8ellar and Mr. Preibeik 

Please accept this in response to MI-, BelIar’s letter of Novornbor 23,2012 on bolralf of Kentucky Urifities 
Coriipany and Louisville Gas arid Electric Company (the “Coinp~iiies”) requesting East Kentucky Power 
Cooperative, Itlo. (“BKPC”) lo tender Its notice of wittidrawat from the TEE Contingency Reserve Shariiig Group 
(“CRSC”) as established in the TEE Coiiliiigency Rcserw Siiarhig Group Agreement dated November 20,2009 (tho 
“Agreemcnt”). Bsscd upon the rc?presailatior)s sot forth in your correspoiideiice, EKPC hereby gives notico, 
pucsuant M Section 2.3.1 of the Agtsornait, that ir will twininate its parfioiptkm and will withdraw froin the 
Agreement and the CRSO OIL Julie 1, 2013 - the dare upon which EKPC expects to fully iiitcgrale hto the PJM 
Inlerconiieclioa (”PM”). This witltdrawal will liave tlie coaesponding effect OF tenniiiating EKPC’s piu3icipatioa 
in tho CRSG Admirtistrative Agreement (dated November 20,2009) also an J i m  1,2013, pursuant lo Section 4.4 of 
the Adininistrativa Agreement. 

In g i v h g  t h i s  eleotioii, EKPC: 1) rvilf coiithiio Its pniticip~tloii RS R manber of the CKSG until its full 
ii\tagratlon into PJM on Aiiro 1, 2013; and 2) mficrvos tlia riglit to scck roadmissioii to the CRSG if a} EKPC is 
unable to become B firlly-integnted member of PJM; or I)) EKPC subsequently withdraws From PJM. The position 
in your co~espondeiice mgarding EKPC’s posslblo readmission to fit? CRSG is essential to EKPC’s decision to 
provide you w i l  this notice and, to R great extent, farms the basis for EKPC’s action. 

Flnally, EKPC accepts the representations set forth in yovr letter and in roliancct upon tlicin licrcby refeilscs 
Ihe Conipanies &ow aay ftrrtlier obligafions under Article IU of the November 2, 2012 Stipulatfoii and 
Rccoinmeadalion fifed in Case No, 2012-00189 before the Kentucky Public Servicc Commission. 

Senior Vice Pmklerit of Power Supply 

cc: Jaciirdn R. Woodward (TVA) 
Pliillip R. Wiginton (TVA) 

4775 Lexington Rd. 40391 
P.0 .  Box 707, Winchester, 
Kentucky 40392-0707 

TO!. (859) 744-4812 
FUX: (859) 744-6008 
www.ekpc mop 



AST KENTUCKY POW&R COOPERATIVE 

Novainber 30,20 t 2 

ME, Jacinda B, Woodward 
Vice Piwident, Ti‘aiismissioti Reliability 

Teniieusee Valley Authority 
1101 Market Street, MR-1 B-C 
Chattanooga, TN 37402-280 I 

and Operations 

Mr. Phiilip R. Wigintoil 
Manager, Balancitrg Authority 
Tarriessee Val Isy Arillioriiy 
1101 Market Street, MR-BA 
Chattnaaoga, TN 37402-2801 

RE: Notice of Withdrawal by Eost Kentucky Power Cooperative, lac. from theTEE 
Contiiigsiicy Reservo Shnriiig Group Agrccmeiit 

Dcar Ms. Woodward ~ i i d  Mr. Wigiatoa: 

Please accept this hi respouse to Ms. Woodward’s letter of Noveinber 30,2012 on befralf of the 
Teiiiiessee Valley Autltority (“TVA”) requesting Bast Kentucky Power Cooperative, Itic. (“EKPC“) to 
teader its riotica of withdrawal from tho TEE Co~.rtinge:enoy Reserve Sharing Group (“CRSG”) as 
ostabljshed in the TEE Contitigelicy Reserve Sliarlug 0i.oup Agreement dnted November 20, 2009 (llre 
“Agrcoinent”), Based upon the repiusontatlons set forth in your couespoikdeiice, IXPC licroby gives 
iiotice, piirsuant to Section 2.3.1 of rhe hgrccmctit, ttint it will terminate its participation and will 
witlidraw fiotn the Agneincznt and the CRSG on Jtm 1, 2013 - tho date upon which EKlX cxpccts to 
fdty integrate into tile PJM Intorcoimcction (“PM’’). This wvifhdrawvd will have the corresponding effect 
af terminating EKPC’s participation in tho CRSG Adininjstrative Agreemelit (dated November 20,2009) 
also on June 1,2013, piirstraiit to Section 4.4 of the Administrative Agreement. 

in giving this elcotion, EKPC: 1) wlil continue its partioipt~tioii as I member ofthe CRSG until its 
full integr-atation Into PJM 011 June 1,2013; and 2) ramws tlte right to seek readmission to the CRSG if: a) 
BKPC is unsblo to become a fully-integrated nvmbcr of PJM; or b) EKPC subsequaktly withdraws frm 
PJM. The position in your coriwpondence rogwdhg EKPC’s possible readsiission to the CRSG is essential to 
EKPC’s decision lo provide you with this noticc aild, lo R great extent, forms tho basis for EKPC’s d o n .  

Mr. Divid ClGW 
Senior Viee President of Power Supply 

cc: Lonnie E. Bellfir (LI,G&F, niid KU Eneqty, LLC) 
Charlio Fmihcrt (LG&;B gird KU Energy, LLC) 

4775 toxingfon Rd, 40391 
P,O. Box 707, Winchester, 
Kentucky 40392-0707 www,ekpe,toop 

Tel. (8591 744-4812 
Fax: (859) 744-6008 
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