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CERTIFICATE
STATE OF KENTUCKY )

)
COUNTY OF CLARK )

David Crews, being duly sworn, states that he has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Commission Staff’s
First Request for Information in the above-referenced case dated October 16, 2020, and
that the matters and things set forth therein are true and accurate to the best of his

knowledge, information and belief, formed after reasonable inquiry.

GWYN M. WILLOUGHBY
Notary Public
Kentucky - State at Large

My Commission Expires Nov 30, 2021

) ML%
Notary Public - #590567
Commission expires - 11/30/2021
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2020-00317

RESPONSE TO INFORMATION REQUEST

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 10/16/2020

REQUEST 1
RESPONSIBLE PARTY: David Crews
Request 1. Refer to the Attachment to Commission’s September 29, 2020 Order filed

in this case. In the response to Commission Staftf’s Requests dated July 23, 2020, Item 1, EKPC
attempts to explain why the special contract was not structured under its Economic Development
Rider (EDR) tariff. However, there remain striking similarities between the special contract,
EKPC’s EDR tariff, and the Findings enumerated in the Commission’s September 24, 1990 Order

in Administrative Case 327.%

Request la. Provide further explanation as to why EKPC did not structure this special

contract under its EDR tariff.

Response la. The $650 million Nucor Ghent Plant expansion will increase its demand by
195 MW from 220 MW to 415 MW. Before the expansion, Nucor was already the largest customer

on the EKPC system and, after the expansion, it will be the largest customer by an even wider

! See Administrative Case No. 327, An Investigation into the Implementation of Economic Development Rates by
Electric and Gas Utilities (Ky. PSC Sept. 24, 1990), Order at 25-28.
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margin. Another factor making this situation so unique is the flexible nature of Nucor’s electric
arc steel making operations, which allows EKPC to provide only 15 MW of firm demand to serve
the 195 MW expansion. The 180 MW of 10-minute and 90-minute interruptible load provided by
Nucor is monetized by EKPC through selling it as a demand response (DR) resource into the PJIM
Interconnection, LLC (PJM) Reliability Pricing Model (RPM) capacity market. This PJM DR
revenue provides a contribution to EKPC’s fixed costs and off-sets the interruptible credits paid to
Nucor.

Both the EDR and interruptible tariffs include a mechanism for reducing a customer’s
demand charges. However, the nature of Nucor’s load and operations makes it an excellent fit for
an interruptible tariff. Also, the size of Nucor’s interruptible load far exceeds the maximum in
Owen’s interruptible tariff, so a special contract must be utilized for Nucor’s unique service
requirements. As with previous special contracts involving Nucor, this contract requires Nucor to
interrupt its operations at the direction of EKPC and receive a discount to its demand charges
comparable to the discount in Owen’s standard interruptible tariff. During the negotiations, Nucor
and EKPC agreed on a different manner of discount than could be achieved by coupling the
standard EDR tariff with the interruptible discount. Owen and EKPC choose to discount the
energy charge to achieve a discount which successfully attracted the new investment in the Nucor
facility. Discounts to an energy charge are not contemplated in EDR arrangements. An energy
charge discount incentivizes Nucor to run three shifts around-the-clock to maximize its energy
usage and associated discount. This means more jobs, payroll and tax revenue. A demand charge

discount does not produce a similar incentive as the plant maximum demand will be the same
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whether running one shift or three. Also, if the EDR discounts were applied in addition to the
energy discount, Nucor would receive a double dip economic development benefit.

The impact of the additional 15 MWs of Nucor’s firm load is discussed below, but because
the contract is structured as an interruptible contract, EKPC does not include the balance of
Nucor’s interruptible load in its load forecast that drives the need for future generation. This also
avoids creating a short-term need for new plant.

Nucor is a sophisticated consumer of energy that is represented by competent and
knowledgeable counsel. Arms-length negotiations that have taken place on multiple occasions
over the past quarter century have demonstrated that Nucor’s best energy supply solution is usually
an interruptible contract. This is true both before and after EKPC integrated into PJM. The
Commission has agreed, as evidenced by approving numerous special contracts and amendments
over the years, including: Second Amendment to Industrial Power Agreement with Interruptible
Service, dated July 27, 2017 (new galvanizing line); Agreement for Electric Service, dated April
30, 2013 (EKPC’s entry into PJM); Agreement for Electric Service, dated September 1, 2010;
Agreement for Electric Service, dated March 25, 2005; Special Agreement for Electric Service,

dated October 27, 1994.

Request 1b. Explain why EKPC believes the EDR requirements should not be applied

to the special contract.
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Response 1b. The Commission’s September 24, 1990 Order in Administrative Case 327

provides utilities a choice between a tariffed EDR rate or a special contract. Even though EKPC

and Nucor have not negotiated an EDR arrangement (either strictly under the EDR tariff or as an

EDR special contract), EKPC believes the proposed special contract would nevertheless satisfy

the criteria stated in Administrative Case 327 for an economic development rate. For instance:

EKPC can provide the 15 MW of firm capacity needed by the Nucor expansion. To the
extent that any additional capacity is ever needed over the ten-year term, it can readily be
purchased in the PJM RPM capacity market. This was not an option for EKPC when
Administrative Case 327 was decided in 1990.

Nucor will contribute to EKPC’s fixed cost recovery in five ways. First, Nucor’s
$35.477/MWh off-peak energy rate and $38.905/MWh on-peak energy rate are both
significantly above EKPC’s variable cost of production. This means that the energy charge
recovers demand costs. This is true even with the $1.5/MWh to $2.5/MWh credits
contained in the proposed special contract. Second, even after its 10-minute and 90-minute
interruptible credits, Nucor will pay a positive demand charge to EKPC on 180 MW of
interruptible load. Third, Nucor’s 15 MW of firm load will pay the full demand charge.
Fourth, all 195 MW of demand and associated energy under the expansion will pay EKPC’s
environmental surcharge. This will reduce the environmental surcharge costs on all other
consumers. Finally, the revenue received by selling Nucor’s interruptible load into the PJIM

capacity market will be an additional contribution to fixed costs. Therefore, this contract
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will make a significant contribution to EKPC’s fixed costs and no customer will be worse

off had the special contract not been approved.

e Customer-specific fixed costs are very minimal — approximately $60,000, including labor.
This cost will be recovered in the rates Nucor pays.

e Nucor’s expansion involves a capital investment of $650 Million and will create
approximately 75 new direct jobs. There will also be permanent on-site contractors to
service the expansion. Steel jobs have a significant job multiplier effect. In Case No. 2019-
00365, the Commission approved a twenty-year economic development special contract
between Nucor Steel Brandenburg and Big Rivers Electric Corporation for a $1.35 Billion
new facility outside of Louisville. In that case, the Commission cited Nucor’s economic
development study that 400 direct jobs would result in over 2,600 indirect jobs across
Kentucky.? That is a job multiplier of 6.5 times.

Nucor has moved forward with its $650 million plant expansion in Owen’s service territory
on the good faith belief that this special contract will be approved. Additional expansions are being
considered at the Nucor Ghent Plant. However, future capital investment and job creation will be
significantly hindered or rendered impossible if that good faith belief is misplaced.

This is clearly a situation where the contract needed to be tailored into a special contract.
The size of the current and expanded load is unique and both loads have unique operational

characteristics. This contract was structured so that the operator cannot bias orders to the new plant

2 Case No. 2019-00365, In the Matter of the Electronic Joint Application of Big Rivers Electric Corporation and
Meade County Rural Electric Cooperative Corporation for (1) Approval of Contracts for Electric Service with Nucor
Corporation; and (2) Approval of Tariff, August 17, 2020 Order at 3.
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over the existing plant. Nucor is the bulk of EKPC’s participation in the PJM Demand Response
Market. The Nucor contracts have been developed to help Nucor be successful while ensuring the

balance of the EKPC members are not adversely affected by Nucor.

Request 1c. Assuming the EDR requirements do apply, state whether EKPC seeks

deviations from the specific requirements that the special contract does not satisfy.

Response 1c. EKPC has not negotiated an EDR contract with Nucor and therefore does

not believe that any deviations are necessary.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2020-00317

RESPONSE TO INFORMATION REQUEST

COMMISSION STAFF’S FIRST REQUEST FOR INFORMATION DATED 10/16/2020

REQUEST 2
RESPONSIBLE PARTY: Julia J. Tucker
Request 2. Refer to the Attachment to Commission’s September 29, 2020 Order filed

in this case. In EKPC’s response to Commission Staff’s Requests dated July 23, 2020, the
spreadsheet entitled, EKPC Expected Reserve Margins w/ 15 MW Nucor Firm Load Included. In
EKPC’s pending Integrated Recourse Plan, its preferred plan contained two seasonal purchases of
100 MW each, in 2024 and in 2029 respectively to mitigate reserve margin erosion.® Explain
whether the lack of capacity additions in the discovery response means that EKPC has changed its
long range plan for how it will mitigate the erosion of its reserve margin. If so, explain EKPC’s

new preferred plan.

Response 2. EKPC has not changed its long-range plans. EKPC supplied the data in its
previous response assuming only existing capacity in the calculations. An updated spreadsheet
including the long-term plans as filed in the 2019 Integrated Resource Plan of East Kentucky

Power Cooperative is included on pages 2 through 5 of this response.

3 See Case No. 2019-00096, Electronic 2019 Integrated Resource Plan of East Kentucky Power Cooperative, Inc.
(filed Apr. 1, 2019), Application, Table 1-4 at 20.



PSC Request 2

020Z/S/ITT
Buiuue|d 82inosay

Page 2 of 5

ZEl'E vE9'E
ZEl'E vE9'E
2EL'E vE9'E

zEl'e veL'e
ZEl'E pveS'E
ZEl'E pveS'E
ZEl'E pveS'E
2EL'E pES'E

ZEl'E vE9'E
ZEL'E vEP'E
ZEL'E vEP'E
ZEL'E vEP'E
2EL'E YEP'E

Svdd yim parepdn - suibrew anlasal pajoalold - 1sanbai erep unejes

ZEl'E vEV'E
ZEl'E vEV'E
ZEl'E vEV'E
ZEl'E pES'E
ZEl'E vEV'E
ZEl'E vEV'E
ZEl'E vEV'E
ZEl'E vEV'E
ZEl'E pES'E
ZEl'E vEV'E
ZEl'E vEV'E
ZEl'E vEV'E
2El'E  vEV'E

wns [ Nim

wns | Nim

wns | Nim

Apeded
|elol

9essg
JAUETITEHEN]

Apede)
bunsixg

papn|ou| peoT wui4 YODNN MIN § L O/M Suibrepy dAI9saY Pa1dadx3 Dd3

ZEl'E  pEV'E
ZEl'E  pEV'E
2EL'E  pEV'E

ZEl'E pES'E
ZEl'E pEV'E
ZEl'E pEV'E
ZEl'E pEV'E
2EL'E pEV'E

CEL'E PE9'E 002
CEL'E PE9'E 002
CEL'E PE9'E 002
zEL'E veL'e 002
ZEL'E pES'E 00l
ZEL'E pES'E 00l
ZEL'E pES'E 00l
ZEL'E PES'E 001l
ZEL'E pE9'E 00l

2EL'E vEP'E
2EL'E vEP'E
2EL'E vEP'E
2EL'E VEP'E

ZEl'E pES'E
ZEl'E pEV'E
ZEl'E pEV'E
ZEl'E pEV'E
2EL'E pEV'E

wns_[ Nim

wns [ Nim

wns | Nim

Apeded
|elol

aesdqg
/3uawainay

Apede)
bunsixg

papn[du| peoT wui4 YOONN MIN § L /M Suibiepy dAI3say Pa1dadx3 Dd)3



020c¢/s/TT SVdd yum palepdn - suibrew anlasal pajoalod - 1sanbal erep une|eo
Buluue|d 82inosay

PSC Request 2
Page 3 of 5

ZeELe |vev'e [Ll6L |16l L¥6°C [Eve'E |»Se'L [9SS L | £89°L |LOS [£9S |6¥L |902 |¢62 |[ZS€ |2LE |92 |89¢ 89¢ 0lS 00€ 843 'S L9l |19l |oLLl |cEoc

zeLe |vev'e [l6L |16l L¥6°C [Eve'E |pSe'L [9SS L | £89°L |LOS [£9S |6¥L |902 |¢62 |[ZS€ |2LE |92 |89¢ 89¢ 0LS 00€ 543 'S L9l |L9l|oZLl |LEOC

ZeLe |vev'e (L6l |16l L¥6°C [Eve'E |»Se'L [9SS L | £89°L |LOS [£9S |6¥L |90Z |¢62 |[S€ |2LE [9¢v |89¢ 89¢ 0LS 00€ 843 'S L9l |L9l|oZL |o€EOC

ZeLe |vev'e (L6l |16l L¥6°C [Eve’E |pSe'L [9SS L | £89°L |LOS [£9S |6¥L |902 |¢62 |[ZS€ |2LE |92 |89¢ 89¢ 0LS 00€ 843 'S L9l |19l |0l |60

ceELe |pev'e L6l |L6L JLv6‘C |sve € JpSe’L |9SS L | £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |ZSE |ZlE |92v [89¢ 89¢ 0LS 00¢€ 543 'S |19l |19l |01 |8¢0¢C

CELE |pev'E L6l |L6L JLv6‘C |sve'E JpSe’L |9SS L | £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |ZSE |ZlE |92v [89¢ 89¢ 0LS 00¢€ 543 'S |19l L9l ozl |£¢0c

ZeELE |pev'E |16l |L6L JLv6‘C |sve'E JpSe’L |9SS L | £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |ZSE |ZlE |92v [89¢ 89¢ 0LS 00¢€ 543 'S |19l |19l |0l |9¢0¢C

CELE |pev'E L6l |L6L JLv6‘C |sve'E JpSe’L |9SS L | £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |LSE |zlE |92v [89¢ 89¢ 0lS 00¢€ 543 'S |19l L9l oL |se0c

cELE |pev'E |16l |L6L JLv6‘C |sve'E JpSe’L |9SS L | £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |ZSE |ZlE |92v [89¢ 89¢ 0LS 00¢€ 543 'S |19l L9l oL |¥eoc

CELE |pev'E L6l |L6L JLv6‘C |sve'E JpSe’L |9SS L | £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |ZSE |ZlE |92v [89¢ 89¢ 0lS 00¢€ 543 'S |19l L9l oL |€e0c

CELE |pev'E |16l |L6L JLv6‘C |sve € JpSe’L |9SS L[ £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |ZSE |zlE |92v [89¢ 89¢ 0lS 00¢€ 543 'S |19l L9l oL |eeoc

CELE |pev'E |16l |L6L JLv6‘C |sve'E JpSe’L |9SS L[ £89°L [L0S |£9S [6¥L |90¢ |z6e¢ |ZSE |ZlE |92v [89¢ 89¢ 0lS 00¢€ 543 'S |19l L9l oL |Leoc

ceELE |pev'e L6l |L6L JLv6‘e |sve'E JpSe’L |9SS L | £89°L [L0S |£9S [6¥L |902 |z6e¢ |ZSE |ZlE |92v [89¢ 89¢ 0LS 00¢€ 543 'S |19l L9l ozl |0¢e0c

ANS NIM WNS NIM JINNS NIM | ANS  NIM NNS NIM|[WNS NIM NS NIM WNS NIM [t 4ndS € unds zinds | undS Jadoo) ANS NIM Jes\
Apede) JBYPI0 |I3FHSSO4| PaiiysSed  paiyeod | € [# 0L-6# [-v# €-[# |892X1|89ZXT OLSXI O00EXI SZZXI[ dJe|os D41 Vvd3s
[exor [eIoL IVIOL [exor [eIoL s1D Dd S1D yuws 9LLXL

(0202 40 se) Aypede) bunsix3y




PSC Request 2

020¢/S/TT
Buluue|d 82inosay

Page 4 of 5

O O O O O O O O o o o o o
o

001

SVdd yum palepdn - suibrew anlasal pajoalod - 1sanbal erep une|eo

001l

2€0¢
LEOC
0€0¢
620¢
8¢0¢
220¢
9¢0¢
S20c¢
¥¢0¢
€20¢
220¢
Leoc¢
0¢0¢

ANS NIM
eloL

ANS NIM
aseydung

ANS  NIM
aseydung

ANS NIM
aseydung

ANS NIM
aseydung

ANS NIM
yaind BIN
uoiels
buidwng

IEETN

(MIN) saseydand




PSC Request 2

020¢/S/TT SVdd yum parepdn - suibrew anlasal paloalold - 1sanbal erep unejeo
Buiuue|d a2inosay

Page 5 of 5

T'69L¢ | TOCC |6°0L9C |L'6VST |6°6€9C |S'9SLC |€°68EC [#7'08EC | 8'7788¢C
8LLC | S8TC | TS9C |8'LCSC|6'909C |6°6CLT |9°0LET [8'99€C | 6°998¢C
T'99/LC |6'SLTC | CE9C |6°L0SC | 98SC |6'60LC |6°CSEC | € LSEC |T'SS8C
C'LSLT|C99TC | ¢'8TOC |T'€E6VC | E€TLSC |C'969C | €'0VEC | 8'0SET | €°'SV8C
S'0SLC | €'6STC | €C09C |7'9/L¥C | S'¥SSC | €°089C | 9°9CEC | €'SVET | L'8EBC
V' TELC | YPTC [€08SC [8CEVC [S0EST [€£59C [8'SOEC | L'OEET | L8T8C
S'8TLC |ETETC |7'C9SC |9 VEVT | L'0TSC | €°8E9C | T'68¢C | T'6TET | 8'708C
9'TOLC | CT'8TTC S’ TYSC | ¢TvC [8'L8¥C [¥#7'9T9¢ [#7'0LCC |9°SOET [T'L8LL
CV69C | CTTTC | ¥CSC |v'V6EC |¥'697C |6°86SC | T°'SSCC | S'00ET | L'6LLC
S'L/9C | ¥7'L60C | 7'90SC | 6'SLET | 8'6WC | €T8SC | L'8ECC | €'£8¢C | C'C9LL
8'S69¢ | 8'1780¢ [8'¢6VC | 9S€C [S'Tvie | €VSC |T'SOCC [|ST9¢C | 0LLC
C¢89¢C |6'7L0C |6'TLVC |9°0VEC |LOTYC |8'6CSC |L06TC |8 ESCC|6°0SLL
6'06%7C | T'0E6T | 6'6TEC |L°08CC | L'6VEC |8'SLET | 8'6E0C | E'OTTT | 8'9LSC
NON 10 das Sny Inf unr Aepy ady Je|nl

(MIN) dead Jawwns (MIN) Yead Jauim

HIWIANS INId 6€02-€20T 11 °2202-020T :6T0Z 4290120 193png



	EKPC's Responses to PSC DR1 dated 10-16-2020
	Certificates of DC and JJT
	Response to DR1
	Response to DR2



