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Chuck Schram
Director, Power Supply
502-627-3250

January 7, 2021
Subject: Request for Proposals to Sell Electric Capacity and Energy (RFP)

Dear Colleague in the Development and Marketing of Electrical Power,

Louisville Gas and Electric Company (“LG&E”) and Kentucky Utilities Company (“KU”)
(together the “Companies”) are evaluating alternatives to provide least-cost long-term
supply of capacity and energy to serve our customers. The Companies are exploring the
addition of 300 MW to 900 MW beginning in 2025 and no later than 2028 (and may
consider dates earlier than 2025) to diversify the Companies’ generation portfolio,
including cost-effective firm peaking (including storage), intermittent non-firm renewable
(with or without storage), and/or firm dispatchable baseload and load-following capacity
and energy.

The Companies will consider proposals that are reliable, feasible, and represent the least-
cost means of meeting our customers’ capacity and energy needs. The Companies’
analysis will include costs for transmission service, transmission upgrades (if any), and
voltage support within the LGE/KU Balancing Authority footprint and an assessment of
the ability of each proposal to be delivered in a timely manner consistent with the
Companies’ capacity and energy needs. Each respondent should make its proposal as
comprehensive as possible so that the Companies may make a thorough and definitive
evaluation of the proposal’s benefits to the Companies’ customers without further contact
with the respondent. However, the Companies reserve the right to request additional
information.

Please provide your proposal consistent with the stated terms below. The resource(s)
proposed in response to this RFP should provide a site-specific Generating Facility (which
shall be defined for the purposes of this RFP as a device for the production and/or storage
for later injection of electricity) that LG&E/KU can designate as a Designated Network
Resource (DNR), as such term is defined in the LG&E and KU Joint Pro Forma Open
Access Transmission Tariff (“Companies’ OATT”).
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This RFP is not a commitment to purchase and shall not bind the Companies or any affiﬁ% am
of LG&E and KU Energy LLC in any manner. The Companies in their sole discretion will
determine which respondent(s), if any, it wishes to engage in negotiations that may lead to

a binding contract. The Companies shall not be liable for any expenses that respondents
incur in connection with preparation of a response to this RFP or any requests for additional
information associated with this RFP. The Companies will not reimburse respondents for
their expenses under any circumstances, regardless of whether the RFP process advances

to a successful conclusion or is abandoned by the Companies at Companies’ sole
discretion.

1. Background — All proposals will be evaluated in the context of meeting customers’
load in a reliable, least-cost manner. If the Companies determine that a proposal may
be in the best interest of the Companies’ customers, the Companies may enter into
negotiations which may lead to the execution of a definitive agreement(s). The
Companies will consider all applicable factors in evaluating proposals, including, but
not limited to, the following to determine the least-cost proposal(s): (i) the terms of the
proposal; (ii) respondent’s creditworthiness; (iii) if applicable, the operating history or
the development status of respondent’s Generating Facility, including, but not limited
to, the site chosen, pipeline interconnection and route (if applicable), permitting, and
the status of an interconnection to the transmission grid; (iv) the anticipated availability
of the capacity and/or energy; and (v) all other factors, such as the cost of
interconnection or transmission that may affect the Companies’ ability to reliably and
cost-effectively serve Companies’ customers.

2. Requirements — The Companies are interested in procuring capacity and energy from
300 MW to 900 MW beginning in 2025 and no later than 2028 (and may consider dates
earlier than 2025 if the economics are compelling), including cost-effective firm
peaking (including storage), intermittent non-firm renewable (with or without storage),
and/or firm dispatchable baseload and load-following capacity and energy. To be
considered, each unique proposal and/or project must:

2.1. Be deliverable to the Companies’ transmission system;

2.2. Qualify as a DNR according to the Companies’ OATT,;

2.3. Have a minimum term of 5 years and a maximum term of 30 years unless
ownership of the Generating Facility by the Companies is being proposed;

2.4. Have at least 100 MW of nameplate rated capacity (proposals smaller than 100
MW will not be considered);

2.5. In the case of renewable and storage combined proposals, include a minimum of
100 MW capacity with four-hour battery storage (400 MWh); and

2.6. In the case of standalone battery storage, include a minimum of 100 MW of
capacity and 400 MWh of energy.

Multiple proposals from multiple respondents may be selected to achieve an optimal
generation portfolio for the future. The capacity and energy under each proposal must
be generated from a defined source, a specific unit, or specific units that will qualify as
a DNR. A respondent proposing capacity and energy from a resource connected
directly to the Companies’ transmission system must conform to the generation
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interconnection procedures in the Companies’ OATT and must obtain a gener:ﬁﬁm am
interconnection agreement for the Generating Facility in a timely manner.

Key Terms and Conditions — Each respondent’s proposal should contain the pricing,
project location, resource type, fuel type, performance characteristic and guarantees,
financial security, and all other proposed terms and conditions necessary for the
Companies to evaluate the proposal without further communication with the
respondent. All necessary information should be provided on the attached data
form(s) that correspond(s) to the generation technology and offer type that you
are proposing. Note that such data forms may be utilized in any filings with regulatory
agencies (such as the Kentucky Public Service Commission) related to this RFP.

Project Description (Required Proposal Content) — Each proposal must contain a
complete description of the proposed generation technology, project location, operating
characteristics, transmission system interconnection point, etc.

Pricing Details (Required Proposal Content) — Proposed prices must be clear and
quoted in U.S. dollars. If proposed pricing involves escalation or indexing, the details
of such pricing, including the specific indices or escalation rates, must be included.
Likewise, if the proposed pricing is cost-based, the nature of the costs to be included
must be clearly stated. Each proposal must include the location of the Generating
Facility but should NOT include transmission delivery costs for the proposed term
across electric transmission systems. Respondents should assume the Companies will
be responsible for all transmission costs that may be incurred to move the capacity
and/or energy from the Generating Facility to, and on, the Companies’ transmission
system.

Metering and Monitoring (Required Proposal Content) — The Companies may
require real time metering and monitoring of all generation resources. If so, the
Companies desire, at the Companies’ expense, to install equipment at the generator site
to facilitate real time metering and monitoring. The respondent should state its desire
and willingness to allow and cooperate with the Companies in establishing real-time
monitoring and metering of generation, including the installation of Companies’
equipment at the Generating Facility site.

Ancillary Services (Required Proposal Content) — If a definitive agreement is
entered into with a respondent, the Companies would desire to have the unrestricted
right, under such definitive agreement, to the capacity and energy associated with the
Generating Facility that is the subject of such respondent’s proposal, including all
ancillary services capable of being produced by the Generating Facility. If applicable
to a respondent’s proposal, the respondent should describe any ancillary services,
including, but not limited to, load following, spinning reserve, supplemental reserve,
black start capability, frequency response, etc., included in such proposal.

Delivery (Required Proposal Content) — The capacity and energy must be deliverable
to the Companies’ transmission system. The respondent shall be and is responsible for
all costs associated with the interconnection of the Generating Facility to the grid and
the Companies will be responsible for the costs incurred moving the capacity and
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energy (including ancillary services) from the interconnection point to the Comparﬁ‘é ram

transmission system and/or load.

Environmental — If a definitive agreement is entered into with a respondent, with
respect to the sale of capacity and energy (including ancillary services) to the
Companies under such definitive agreement, where permits are applicable for the
product being sold, the respondent will be responsible for obtaining all necessary
permits and complying with their requirements for the life of the agreement. Failure to
obtain or comply with any environmental permit or governmental consent would not
excuse nonperformance by respondent.

. Development Status — Respondent shall provide a comprehensive narrative of the
status of the development of any generation project intended to be used in a definitive
agreement with the Companies. Respondent’s narrative shall include the following:

10.1. Comprehensive development and construction schedule (if applicable),

10.2. Listing of all required permits and governmental approvals and their status,

10.3. Listing of all required electric interconnection agreements and their status,

10.4. Financing plan (if applicable), and

10.5. Summary of key contracts (construction, major equipment, etc.), to the extent
that they exist.

. Renewable Energy Certificates — Any Renewable Energy Certificates (“REC”) that
are part of the proposal must be created from renewable facilities verified and approved
by the proven renewable asset tracking systems associated with the major regional
Independent System Operators (“1SO”). Applicable tracking systems are PJM’s
Generation Attribute Tracking System (“GATS”) or MISO’s Midwest Renewable
Energy Tracking System (“MRETS”). The legal ownership of every REC so created
is recorded and tracked by GATS or MRETS to assure its authenticity and single
ownership.

. Financial Capability — Should the Companies elect to enter into a definitive agreement
with a respondent who later fails to meet its obligations under such definitive agreement
at any point in time, the Companies’ customers may be exposed to the risk of higher
costs. Therefore, each respondent will be required to demonstrate in its proposal, in a
manner acceptable to the Companies, the respondent’s ability to meet all financial
obligations to the Companies throughout the applicable development, construction and
operations phases for the term of a definitive agreement.

12.1. If a definitive agreement is entered into with a respondent, such respondent will
be required to maintain, at all times during the term of such definitive agreement,
an investment grade credit rating with either S&P or Moody’s or have a parent
guarantee from an investment grade entity that meets the approval of the
Companies.

12.2. If a definitive agreement is entered into with a respondent, the respondent will,

upon execution of such definitive agreement, be required to post a letter of credit
(“LOC”) to protect the Companies’ customers in the event of default by the
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respondent. The exact amount of a LOC will be subject to approval bysﬁmé' am
Companies based upon the Companies’ models. If the Companies draw down
the LOC amount at any time, the seller must replace the LOC to the original value
within five days.

13. REP_Schedule — All proposals must be complete in all material respects and be
received no later than 4 P.M. EDT on Wednesday, March 31, 2021. All responses must
be emailed to: Jan2021RFP@Ige-ku.com and must be followed up with a signed
original within two business days sent to:

Chuck Schram, Director, Power Supply
LG&E and KU Energy LLC

Power Supply

220 West Main Street

Louisville, KY 40202

RFP Issued Thursday, January 7, 2021
Proposals Due Wednesday, March 31, 2021 at 4 P.M. EDT
Evaluation Completed July 1, 2021

Proposals will not be viewed until 4 P.M. EDT on Wednesday, March 31, 2021. After
the evaluation of proposals is completed, the Companies will enter into negotiations on
a timely basis if the Companies determine that one or more proposals are in their
customers’ best interests. Any subsequent definitive agreement(s) will be contingent
on obtaining the necessary regulatory approvals.

14. Treatment of Proposals

14.1. The Companies reserve the right, without qualification, to select or reject any or
all proposals and to waive any formality, technicality, requirement, or irregularity
in any proposal received. The Companies also reserve the right to modify this
RFP or request further information, as necessary, to complete their evaluation of
the proposals received.

14.2. Each respondent who submits a proposal does so without recourse against the
Companies for either rejection by the Companies or failure to execute an
agreement for purchase of capacity and/or energy (including ancillary services)
for any reason. Each respondent is responsible for any and all costs incurred in
the preparation and submission of a proposal and/or any subsequent negotiations
regarding a proposal.
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15. Confidentiality — As regulated utilities, it is expected that the Companies Wimam
required to release information contained in any proposal to various government
agencies and/or others as part of a regulatory review or legal proceeding. The
Companies will use reasonable efforts to request confidential treatment for such
information to the extent it is labeled in the proposal as “Confidential.” Please note
that confidential treatment is generally more likely to be granted if limited amounts of
information in a proposal, rather than large portions of the proposal, are designated as
confidential. However, the Companies cannot guarantee that the receiving agency,
court, or other party will afford confidential treatment to information contained in any
proposal. Subject to applicable law and regulations, the Companies also reserve the
right to disclose proposals to their officers, employees, agents, consultants, and the like
(and those of its affiliates) for the purpose of evaluating proposals. Otherwise, the
Companies will not disclose any information contained in the respondent’s proposal
that is marked “Confidential,” to another party except to the extent that (i) such
disclosures are required by law or by a court or governmental or regulatory agency
having appropriate jurisdiction, or (ii) the Companies subsequently obtain the
information free of any confidentiality obligations from an independent source, or (iii)
the information enters the public domain through no fault of the Companies.

16. Contacts

Chuck Schram, Director, Power Supply
LG&E and KU Energy LLC

Power Supply

220 West Main Street

Louisville, KY 40202

Phone: 502-627-3250

In closing, | look forward to your response by 4 P.M. EDT on March 31, 2021, and the
possibility of doing business with you to meet the Companies’ future power needs.
Please contact me if you have any questions and would like to discuss further. For
immediate concerns in my absence, please contact Linn Oelker, 502-627-3245.

Sincerely,

Check oo

Chuck Schram
Director, Power Supply
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LG&E and KU RFP Data Form e e
PPA - Renewable Generation and/or Storage
Note to respondent: Provide a separate data form for each different
proposal or “Term of Contract”. MW to be stated as a NET AC
value at the interconnection point.
Response Units

Respondent text
Product and Generation Characteristics:
Generation Source Description text
Transmission Interconnection Point of the Source text
Point of Interconnection to the Grid text
Start Date of PPA mm/dd/yyyy
Term of PPA years
Purchase Option Year (if applicable) year
Nameplate Amount MW
Annual Capacity Degradation as a % of

capacity per year

Summer Capacity Amount

MW

Summer Maximum Dispatch Capacity Amount (if applicable) MW
Summer Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Summer On-Peak Capacity (2PM to 5PM EDT) MW
Winter Capacity Amount MW
Winter Maximum Dispatch Capacity Amount (if applicable) MW
Winter Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Winter On-Peak Capacity (6AM to 9AM EST) MW
Annual Production Capacity Factor %
Output in 10 minutes (if applicable) MW
Guaranteed Minimum Ramp Capability (if applicable) MW/minute
Control of Ramp Capability:
min ramp rate up (if applicable) MW/minute
min ramp rate down (if applicable) MW/minute
Start-up time to minimum capability (if applicable) minutes
Start-up time to maximum capability (if applicable) hours
Minimum run time per operation period (if applicable) hours
Minimum down time per shutdown event (if applicable) minutes
Other cycling constraints (if applicable) text
Constraints on production time (if applicable) text
Forced Outage Rate %
Guaranteed Availability %
Maximum number of annual curtailable hours hours/year
Planned Outage Schedule text
Projected hourly electric energy production profile for a typical year Y/N
over the term provided electronically.
(intentionally blank)
Storage Resources (in addition to above)
Technology text
Battery Life (in years) years
Battery Life (in cycles) whole number
Economic Life years
Storage Capacity MW
Storage Capacity of Energy MWh
Discharge Rate MW/hour
Annual Storage Capacity Degradation as a % of
capacity/year
Maximum state of charge %
Charge Rate MW/hour
Minimum state of charge %
Round trip charging losses %

Maximum number of cycles allowed per day

whole number

Maximum number of cycles allowed per month

whole number

Maximum number of cycles allowed per week

whole number

Maximum number of cycles allowed per year

whole number

Maximum time battery can output at maximum generating capacity

hours

(intentionally blank)

Pricing Information (provide a separate pricing form if applicable):

Provide pricing to permit full understanding of all costs associated with a PPA which may include but are not limited to:

Fixed energy price over the term $/MWh
Escalating energy price starting in year 1 of the term $/MWh
Escalating energy price rate % per year
Fixed capacity price $/kW-month
Escalating capacity price starting in year 1 of the term $/kW-month
Escalating capacity price rate % per year
Purchase option price $

END OF FORM END OF FORM END OF FORM
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LG&E and KU RFP Data Form St
PPA - Fuel-Based Generation Resource
Note to respondent: Provide a separate data form for each different
proposal or “Term of Contract”. MW to be stated as a NET AC
value at the interconnection point. Combined Cycle Units to state
values for component combinations ((e.g., CT only, 1x1, 2x1, etc.)
Response Units

Respondent text
Product and Generation Characteristics:
Generation Source Description text
Transmission Interconnection Point of the Source text
Point of Interconnection to the Grid text
Interstate Pipeline interconnection location and Company text
Description of pipeline between Interstate Pipeline and generation text
asset:
Start Date of PPA mm/dd/yyyy
Term of PPA years
Purchase Option Year (if applicable) year
Nameplate Amount MW
Summer Capacity Amount MW
Summer Maximum Dispatch Capacity Amount (if applicable) MW
Summer Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Summer On-Peak Capacity (2PM to 5PM EDT) MW
Winter Capacity Amount MW
Winter Maximum Dispatch Capacity Amount (if applicable) MW
Winter Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Winter On-Peak Capacity (6AM to 9AM EST) MW
Annual Production Capacity Factor %
Output in 10 minutes (if applicable) MW
Guaranteed Minimum Ramp Capability (if applicable) MW/minute
Control of Ramp capability:

ramp rate up (if applicable) MW/minute

ramp rate down (if applicable) MW/minute
Start-up time to minimum capability (if applicable) minutes
Start-up time to maximum capability (if applicable) minutes

Start fuel quantity (per start)

MMBtu per start

Minimum run time per operation period (if applicable)

hours

Minimum down time per shutdown event (if applicable)

hours

Other cycling constraints (if applicable)

text

Emissions rate for NOy

Ibs per MMBtu

Emissions rate for SO»

Ibs per MMBtu

Emissions rate for CO»

Ibs per MMBtu

Constraints on production time (if applicable)

text

Forced Outage Rate %
Guaranteed Availability %
Guaranteed Heat Rate Btu/kWh

Mean time to repair

avg hours per
outage event

Planned Outage requirements

days needed per

year

Net heat rate curves (1/0 coefficients preferred) — by month/season Y/N
if applicable (By component combination for combined cycle units)
provided electronically.
Projected hourly electric energy production profile for a typical year YI/N
over the term provided electronically.
(intentionally blank)
Pricing Information (provide a separate pricing form if applicable):
Provide pricing to permit full understanding of all costs associated with a PPA which may include but are not limited to:
Fixed energy price over the term $/MWh
Escalating energy price starting in year 1 of the term $/MWh
Escalating energy price rate % per year
Start Cost $ per start
Fixed capacity price $/kW-month
Escalating capacity price starting in year 1 of the term $/kW-month
Escalating capacity price rate % per year
Purchase option price $

END OF FORM END OF FORM END OF FORM
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LG&E and KU RFP Data Form St
Sale Offer - Renewable Generation and/or Storage
Note to respondent: Provide a separate data form for each different
proposal or “Term of Contract”. MW to be stated as a NET AC
value at the interconnection point.
Response Units
Respondent text
Product and Generation Characteristics:
Generation Source Description text
Transmission Interconnection Point of the Source text
Point of Interconnection to the Grid text
Sale Date mm/dd/yyyy
Nameplate Amount MW
Annual Capacity Degradation as a % of capacity per year
Summer Capacity Amount MW
Summer Maximum Dispatch Capacity Amount (if applicable) MW
Summer Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Summer On-Peak Capacity (2PM to 5PM EDT) MW
Winter Capacity Amount MW
Winter Maximum Dispatch Capacity Amount (if applicable) MW
Winter Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Winter On-Peak Capacity (6AM to 9AM EST) MW
Annual Production Capacity Factor %
Output in 10 minutes (if applicable) MW
Guaranteed Minimum Ramp Capability (if applicable) MW/minute
Control of Ramp capability:
min ramp rate up (if applicable) MW/minute
min ramp rate down (if applicable) MW/minute
Start-up time to minimum capability (if applicable) minutes
Start-up time to maximum capability (if applicable) hours
Minimum run time per operation period (if applicable) hours
Minimum down time per shutdown event (if applicable) minutes
Other cycling constraints (if applicable) text
Constraints on production time (if applicable) text
Forced Outage Rate %
Guaranteed Availability %
Maximum number of annual curtailable hours hours/year
Planned Outage Schedule text
Projected hourly electric energy production profile for a typical year YIN
over the term provided electronically.
(intentionally blank)
Storage Resources (in addition to above)
Technology text
Battery Life (in years) years
Battery Life (in cycles) whole number
Economic Life years
Storage Capacity MW
Storage Capacity of Energy MWh
Discharge Rate MW/hour
Annual Storage Capacity Degradation as a % of capacity/year
Maximum state of charge %
Charge Rate MW/hour
Minimum state of charge %
Round trip charging losses %

Maximum number of cycles allowed per day

whole number

Maximum number of cycles allowed per month

whole number

Maximum number of cycles allowed per week

whole number

Maximum number of cycles allowed per year

whole number

Maximum time battery can output at maximum generating capacity

hours

(intentionally blank)

Pricing Information (provide a separate pricing form if applicable):

Provide pricing to permit full understanding of all costs associated with an asset sale which may include but are not limited to:

Asset purchase price $

Fixed O&M costs $ per year

Variable O&M costs $/MWh

Major maintenance costs $ per event

Installation costs for Electric Transmission $

Installation costs for Electric Interconnection $

Other Installation costs $

Other ongoing costs - Property taxes $/ year

Other ongoing costs - Insurance $/ year

Other ongoing costs - other $ / year
END OF FORM END OF FORM END OF FORM
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LG&E and KU RFP Data Form St
Sale Offer - Fuel-Based Generation Resource
Note to respondent: Provide a separate data form for each different
proposal or “Term of Contract”. MW to be stated as a NET AC
value at the interconnection point. Combined Cycle Units to state
values for component combinations ((e.g., CT only, 1x1, 2x1, etc.)
Response Units

Respondent text
Product and Generation Characteristics:
Generation Source Description text
Transmission Interconnection Point of the Source text
Point of Interconnection to the Grid text
Interstate Pipeline interconnection location and Company text
Description of pipeline between Interstate Pipeline and generation text
asset:
Sale Date mm/dd/yyyy
Nameplate Amount MW
Summer Capacity Amount MW
Summer Maximum Dispatch Capacity Amount (if applicable) MW
Summer Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Summer On-Peak Capacity (2PM to 5PM EDT) MW
Winter Capacity Amount MW
Winter Maximum Dispatch Capacity Amount (if applicable) MW
Winter Minimum Dispatch Capacity Amount (if applicable) MW
Guaranteed Winter On-Peak Capacity (6AM to 9AM EST) MW
Annual Production Capacity Factor %
Output in 10 minutes (if applicable) MW
Guaranteed Minimum Ramp Capability (if applicable) MW/minute
Control of Ramp capability:

min ramp rate up (if applicable) MW/minute

min ramp rate down (if applicable) MW/minute
Start-up time to minimum capability (if applicable) minutes
Start-up time to maximum capability (if applicable) hours

Start fuel quantity (per start)

MMBtu per start

Minimum run time per operation period (if applicable)

hours

Minimum down time per shutdown event (if applicable)

minutes

Other cycling constraints (if applicable)

text

Emissions rate for NOy

Ibs per MMBtu

Emissions rate for SO»

Ibs per MMBtu

Emissions rate for CO»

Ibs per MMBtu

Constraints on production time (if applicable)

text

Forced Outage Rate %

Guaranteed Availability %

Guaranteed Heat Rate Btu/kWh

Mean time to repair

Planned Outage requirements days needed per
year

Net heat rate curves (1/0 coefficients preferred) — by month/season avg hours per outage event YI/N

if applicable (By component combination for combined cycle units)

provided electronically.

Projected hourly electric energy production profile for a typical year Y/N

over the term provided electronically.

(intentionally blank)

Pricing Information (provide a separate pricing form if applicable):

Provide pricing to permit full understanding of all costs associated with an asset sale which may include but are not limited to:

Asset purchase price $

Fixed O&M costs $ per year

Variable O&M costs $/MWh

Major maintenance costs $ per event

Installation costs for Electric Transmission $

Installation costs for Electric Interconnection $

Installation costs for Gas Pipeline and gas interconnection $

Other Installation costs $

Other ongoing costs - Property taxes $/ year

Other ongoing costs - Insurance $ / year

Other ongoing costs - other $/ year

END OF FORM END OF FORM END OF FORM

END OF RFP
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OHIO VALLEY ELECTRIC CORPORATION (OVEC) Arbough
INDIANA-KENTUCKY ELECTRIC CORPORATION (IKEC)
Agenda
Boards of Directors’ Conference Call Meeting
February 21, 2018
Call Meeting to Order (9 A.M.) Nick Akins

Roll Call

Justin Cooper

- Quorum (OVEC and IKEC)

Summary of Cost-Benefit Analysis — Full Integration into PJM Brian Chisling

Vote on Proposed Resolutions to Authorize OVEC to Fully Integrate into PIM Justin Cooper

- Resolutions (OVEC)
- Resolutions (IKEC)

Adjournment
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Arbough

OHIO VALLEY ELECTRIC CORPORATION (OVEC)
INDIANA-KENTUCKY ELECTRIC CORPORATION (IKEC)
Resolutions of Minutes of Meeting
Boards of Directors’ Meeting
February 21, 2018

OVEC

RESOLVED, that in accordance with the order of the Federal Energy Regulatory Commission (FERC)
approving OVEC's application for membership in PIJM Interconnection, L.L.C. (PJM), previously provided
to the Board (the “FERC PJM Order”), OVEC is hereby authorized and approved to execute and deliver
all of the agreements and other documents described therein and otherwise in accordance with the rules
and regulations of PIM (together, the “Integration Agreements”) in order for OVEC to become a full
member of, and fully integrate the OVEC and IKEC generating facilities and transmission system into,
PJM; and it is further

RESOLVED, that, in furtherance of the foregoing, any Officer of OVEC (each an “Authorized Officer”) is
hereby authorized, approved and directed in the name of and on behalf of OVEC, to execute and deliver
such Integration Agreements with such changes, deletions and additions thereto as deemed appropriate
or proper by any such Authorized Officer, the execution and delivery of such Integration Agreements
being conclusive evidence of such determination; and it is further

RESOLVED, that each Officer of OVEC is authorized and directed to prepare, execute and file, or cause
to be prepared, executed and filed, all agreements, certificates, statements, reports, documents,
instruments and papers required to be filed by OVEC in accordance with the Integration Agreements, the
FERC PJM Order and the PJM tariff and in order for OVEC to comply with all applicable requirements
and rules and regulations of PJM, FERC and applicable law and any other administrative or governmental
agency (domestic or foreign) in connection with the Integration Agreements, the FERC PJM Order or any
other matter relating to PIJM integration and to prepare, sign, seal, execute, file, record and deliver such
other agreements, certificates, statements, termination and other notices, reports, documents,
instruments and papers, from time to time necessary, desirable or appropriate, as may be executed by
any such Officer pursuant to the Integration Agreements, the FERC PJM Order, the PJM tariff and these
resolutions and the transactions contemplated thereby and hereby, and to do any and all other acts and
things, in each case to effectuate the purpose and intent of these resolutions.



Case No. 2021-00393

Attachment to Responseto SC-1 Question No. 11
Page 3 of 341

Arbough

IKEC

RESOLVED, that in accordance with the order of the Federal Energy Regulatory Commission (FERC)
approving OVEC'’s application for membership in PIM Interconnection, L.L.C. (PIM), previously provided
to the Board (the “FERC PJM Order”), IKEC is hereby authorized and approved to execute and deliver all
of the agreements and other documents described therein and otherwise in accordance with the rules
and regulations of PJM (together, the “Integration Agreements”) to which IKEC is required to be a party in
order for OVEC to become a full member of, and fully integrate the OVEC and IKEC generating facilities
and transmission system into, PJM; and it is further

RESOLVED, that, in furtherance of the foregoing, any Officer of IKEC (each an “Authorized Officer”) is
hereby authorized, approved and directed in the name of and on behalf of IKEC, to execute and deliver
such Integration Agreements with such changes, deletions and additions thereto as deemed appropriate
or proper by any such Authorized Officer, the execution and delivery of such Agreements being
conclusive evidence of such determination; and it is further

RESOLVED, that each Officer of IKEC is authorized and directed to prepare, execute and file, or cause to
be prepared, executed and filed, all agreements, certificates, statements, reports, documents,
instruments and papers required to be filed by IKEC in accordance with the Integration Agreements, the
FERC PJM Order and the PJM tariff and in order for IKEC and OVEC to comply with all applicable
requirements and rules and regulations of PJM, FERC and applicable law and any other administrative or
governmental agency (domestic or foreign) in connection with the Integration Agreements, the FERC
PJM Order or any other matter relating to PJM integration and to prepare, sign, seal, execute, file, record
and deliver such other agreements, certificates, statements, termination and other notices, reports,
documents, instruments and papers, from time to time necessary, desirable or appropriate, as may be
executed by any such Officer pursuant to the Integration Agreements, the FERC PJM Order, the PIM
tariff and these resolutions and the transactions contemplated thereby and hereby, and to do any and all
other acts and things, in each case to effectuate the purpose and intent of these resolutions.
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162 FERC 1 61,098
UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Cheryl A. LaFleur, Neil Chatterjee,
Robert F. Powelson, and Richard Glick.

PJM Interconnection, L.L.C. Docket Nos. ER18-459-000
Ohio Valley Electric Corporation ER18-460-000

ORDER ACCEPTING PROPOSED TARIFF REVISIONS
(Issued February 13, 2018)

1. On December 15, 2017, pursuant to section 205 of the Federal Power Act
(FPA),! PIM Interconnection, L.L.C. (PJM) and the Ohio Valley Electric Corporation
(OVEC) (collectively, Filing Parties) submitted two identical filings,” which propose:
(1) to transfer OVEC'’s existing Commission-approved transmission and ancillary
service rates and annual revenue requirement from the OVEC Open Access Transmission
Tariff (OVEC OATT) to PJM’s Open Access Transmission Tariff (PJM Tariff);

(2) modifications to PIJM’s Tariff, the Amended and Restated Operating Agreement,
the Reliability Assurance Agreement among Load Serving Entities in the PJM Region,
and the Consolidated Transmission Owners Agreement in connection with OVEC’s
integration into PJM; and (3) to provide grandfathered treatment to four agreements
(described below) (collectively, OVEC Integration Proposal). As discussed below,
we accept the OVEC Integration Proposal, effective March 1, 2018, as requested.

l. Background

2. OVEC and its wholly-owned subsidiary, Indiana-Kentucky Electric Corporation
(IKEC), were formed in 1952 to support the operation of the Department of Energy’s
uranium enrichment facilities located near Portsmouth, Ohio, by constructing, operating,

116 U.S.C. § 824d (2012).

2 Filing Parties submitted identical filings in Docket Nos. ER18-459-000 and
ER18-460-000.
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and maintaining generation and transmission facilities pursuant to an agreement with the
Department of Energy (DOE-AEC Agreement).® OVEC’s transmission system consists
of 705 miles of primarily double-circuit 345 kilovolt lines, which interconnect with the
transmission networks of several utilities serving the area, most of which are within
the PIJM footprint. OVEC does not have a distribution system. OVEC’s system also
includes two interconnected generating units: the 1,086 megawatt (MW) Kyger Creek
unit, located in Cheshire, Ohio, and the IKEC-owned 1,303 MW Clifty Creek unit,
located in Madison, Indiana.*

3. In 1953, OVEC’s Sponsoring Companies entered into an Inter-Company Power
Agreement that governs OVEC, supporting the Portsmouth facility and providing for
sales to the Sponsoring Companies of any excess energy that the Atomic Energy
Commission, or later, the Department of Energy, did not use. Since the termination

of the DOE-AEC Agreement on April 30, 2003, OVEC’s entire generating capacity
has been available to the Sponsoring Companies under the terms of the Inter-Company
Power Agreement. The Inter-Company Power Agreement and its amendments
constitute a Commission-filed, cost-based power sales agreement that will terminate

on June 30, 2040.°

® Filing Parties” Transmittals at 2. These uranium enrichment facilities were
initially operated by the Atomic Energy Commission, the Department of Energy’s
predecessor.

*1d. at 3.

> The Sponsoring Companies are “OVEC’s owners or their utility-company
affiliates” and consist of: Allegheny Energy, Inc. (a subsidiary of FirstEnergy
Corporation); American Electric Power Company, Inc. (AEP); Buckeye Power
Generating, LLC (a subsidiary of Buckeye Power, Inc.); the Dayton Power and Light
Company (a subsidiary of the AES Corporation); Duke Energy Ohio, Inc. (a subsidiary
of Duke Energy Corporation); Kentucky Utilities Company (a subsidiary of PPL
Corporation); Louisville Gas and Electric Company (a subsidiary of PPL Corporation);
Ohio Edison Company (a subsidiary of FirstEnergy Corporation); Ohio Power Company
(a subsidiary of AEP); Peninsula Generation Cooperative (a subsidiary of Wolverine
Power Supply Cooperative, Inc.); Southern Indiana Gas and Electric Company (a
subsidiary of Vectren Corporation); and the Toledo Edison Company (a subsidiary of
FirstEnergy Corporation). Id. at2 & n.5.

® Filing Parties” Transmittals at 2 (citing Ohio Valley Electric Corporation, Docket
Nos. ER11-3181-000, ER11-3440-000, and ER11-3441-000, at 1 (May 23, 2011)
(delegated letter order)).
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4, OVEC is currently an affiliate member of PJM.” Both of OVEC’s generating
facilities are pseudo-tied into PJM, and the Sponsoring Companies participating in PJIM’s
markets hold 90.37 percent of the output of OVEC’s generation facilities. The remaining
9.63 percent share of OVEC’s generation facilities” output is reserved for the Sponsoring
Companies not participating in PIM’s markets, i.e., subsidiaries of the PPL and Vectren
Corporations.®

1. OVEC Integration Proposal

5. The Filing Parties state that various ministerial revisions to the PJM Tariff,
Operating Agreement, Reliability Assurance Agreement, and Consolidated Transmission
Owners Agreement are necessary to implement the integration of the OVEC system into
PJM, thus establishing an OVEC transmission zone (OVEC zone). Specifically, the
Filing Parties explain that these revisions add, where needed, the OVEC zone and/or
OVEC, as Transmission Owner, to the PJM Tariff, Reliability Assurance Agreement, and
the Consolidated Transmission Owners Agreement.’

6. The Filing Parties propose to incorporate rates for the following four transmission
services under the PJM Tariff: (1) Network Integration and Point-to-Point Transmission
Service (PJM Tariff, Attachment H-31); (2) Transmission Owner Scheduling, System
Control, and Dispatch Service (PJM Tariff, Schedule 1A); (3) Long-Term and Short-
Term Firm Point-to-Point Transmission Service (PJM Tariff, Schedule 7); and (4) Non-
Firm Point-to-Point Transmission Service (PJM Tariff, Schedule 8).%°

7. To facilitate OVEC’s integration into PJM, the Filing Parties propose PJM
Tariff Attachment C-4, which details the process for the conversion of transmission and
interconnection service under the OVEC OATT to service under the PJM Tariff. For
the conversion of transmission service, the Filing Parties state that existing OVEC

"PJM Affiliate Members are in the same family of companies as a Primary
Member and have voting rights at senior task force and lower level standing committee
meetings. However, Affiliate Members do not have voting rights at Members Committee
Markets and Reliability Committee meetings. Affiliate Members can also participate
in the competitive wholesale electricity market. (PJM, PJIM Membership Fact Sheet,
(2017), https://learn.pjm.com/-/media/about-pjm/newsroom/fact-sheets/pjm-membership-
fact-sheet.ashx).

® Filing Parties” Transmittals at 5.
°1d. at 4.

01d. at 15.
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transmission service reservations will be converted to “the most closely analogous
service under the PIJM Tariff.”*! Specifically, the Filing Parties note that the transmission
services provided under the OVEC OATT may not exactly match those provided under
the PJM Tariff; thus, PIM will work with OVEC and its individual transmission service
customers to enter into and file replacement transmission service agreements under the
PJM Tariff. Regarding existing interconnection service for OVEC’s two generation
facilities, the Filing Parties state that, on or before the requested integration date, PJIM
will execute generator interconnection agreements for OVEC’s generation facilities.
Following OVEC’s integration, the Filing Parties explain that pending or new
interconnection service agreements will be filed under the PJIM Tariff. The Filing Parties
note that, as of the date of the instant filing, OVEC did not have any interconnection
service requests pending.*?

8. The Filing Parties state that they will provide grandfathered treatment to

four long-standing OVEC agreements: (1) the Inter-Company Power Agreement; (2) the
Grandfathered Delivery Commitments Under the Inter-Company Power Agreement;*?
(3) the OVEC/IKEC Power Agreement;* and (4) the Department of Energy Portsmouth
Project Interconnection Agreement.™

0. Prior to submitting the instant filing, the Filing Parties entered into an “Agreement
to Implement the Expansion of PJIM Region for OVEC” (Integration Agreement). The
Filing Parties state that the Integration Agreement provides for the terms, costs, and
implementation plans for the transfer of functional control of OVEC’s transmission

1d. at 4.
21d. at 5.

31d. at 13. Under the Inter-Company Power Agreement, PPL Corporation and
Vectren Corporation hold rights to 9.63 percent of the output of the Kyger Creek and
Clifty Creek facilities and transmit it to the Louisville Gas and Electric Company and
Kentucky Utilities Company control area.

1d. at 13. This stand-alone agreement governs the terms and conditions under
which IKEC provides energy and capacity from the Clifty Creek facility and transmits its
power to OVEC.

> |d. at 14. This Department of Energy Interconnection Agreement maintains the
terms and conditions governing the operation, configuration, and equipment comprising
the physical interconnection between certain Department of Energy-owned transmission
facilities located within the Portsmouth facility and the OVEC transmission system that is
the subject of this proceeding.
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facilities to PJM, the integration of OVEC’s control area into the PJM interchange energy
market a}snd other PJM markets, and the addition of OVEC as a PJM Transmission
Owner.!

10.  Pursuant to the Integration Agreement, PJIM’s Operating Agreement and the
Consolidated Transmission Owners Agreement, the Filing Parties state they have
completed all necessary analyses for integrating OVEC’s facilities and have developed
the related Tariff revisions to facilitate OVEC’s integration into PJM and the creation of
an OVEC zone."” PJM’s Operating Agreement requires entities wishing to integrate into
PJM to complete all of, but not limited to, the following: (1) satisfy the definition of a
“Member,”*® (2) notify PJM that the entity wishes to integrate,'® and (3) execute an
Integration Agreement.?’ PJM’s Consolidated Transmission Owners Agreement requires
entities wishing to integrate into PJM to be a party to the Consolidated Transmission

%1d. at 3.

" PJM Interconnection, L.L.C., Operating Agreement, § 11.6; and PJM
Interconnection, L.L.C., Consolidated Transmission Owners Agreement, § 3.1
(see also PIM Answer at 3).

18 pJM Operating Agreement, § 11.6(a) defines Member as “a Transmission
Owner or Generation Owner, an Other Supplier, an Electric Distributor, or an End-Use
Customer.”

¥ pJM Operating Agreement, § 11.6(c) states “An entity that wishes to become a
party to this Agreement shall apply, in writing, to the President setting forth its request,
its qualifications for membership, its agreement to supply data as specified in this
Agreement, its agreement to pay all costs and expenses in accordance with Schedule 3,
and providing all information specified pursuant to the Schedules to this Agreement for
entities that wish to become Market Participants. Any such application that meets all
applicable requirements shall be approved by the President within sixty (60) days.”

20pJM Operating Agreement, § 11.6(e) states “An entity whose application is
accepted by the President pursuant to § 11.6(c) shall execute a supplement to this
Agreement in substantially the form prescribed in Schedule 4, which supplement shall
be countersigned by the President. The entity shall become a Member effective on the
date the supplement is countersigned by the President.”
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Owners Agreement.?* Through their technical analyses of OVEC’s integration into the
PJM transmission system, the Filing Parties state that they identified the potential for a
single deliverability violation associated with an overly-conservative rating of a single
OVEC transmission line.??

I11. Notice of Filing and Responsive Pleadings

11.  Notices of the Filing Parties’ December 15, 2017 filings in Dockets No. ER18-
459-000 and ER18-460-000 were published in the Federal Register, 82 Fed. Reg. 61,755
(2017), with interventions and protests due on or before January 5, 2018. Timely
motions to intervene were filed in both dockets by: American Municipal Power, Inc.
(AMP); Direct Energy Business, LLC and Direct Energy Business Marketing LLC;
FirstEnergy Service Company; American Electric Power Service Corporation (AEP);
East Kentucky Power Cooperative, Inc.; ITC Interconnection, LLC; PPL Electric Utilities
(PPL); Monitoring Analytics, acting in its capacity as the Independent Market Monitor
for PIM (PJM IMM); Dayton Power and Light Company; the Office of the Ohio
Consumers’ Counsel (Ohio Consumers’ Counsel); Duke Energy Corporation; Exelon
Corporation (Exelon); Louisville Gas and Electric Company and Kentucky Utilities
Company; Old Dominion Electric Cooperative (ODEC); NRG Power Marketing, LLC
and GenOn Energy Management, LLC; and the United States Department of Energy-
Headquarters. Notices of intervention were filed in both dockets by the Public Utilities
Commission of Ohio (Ohio Commission), the New Jersey Board of Public Utilities, and
the Illinois Commerce Commission. In Docket No. ER18-460-000, Buckeye Power Inc.
filed a motion to intervene. Dominion Energy Services, Inc. (Dominion) filed an out-of-
time motion to intervene. In Docket No. ER18-460-000, Buckeye Power Inc. filed an
out-of-time motion to intervene.

12. Comments and/or protests were filed by: AMP; the Ohio Commission; the
PJM IMM; Ohio Consumers’ Counsel; ODEC; and AEP and the Dayton Power and Light
Company (AEP and Dayton Power).

21 pJM Consolidated Transmission Owners Agreement § 3.1 states “It is the
intent of the Parties and PJM that this Agreement serve as the sole Transmission Owners
Agreement for all Transmission Facilities in PJM. Further, it is the agreement of the
Parties and PJM that any entity that: (i) owns, or in the case of leased facilities, has
rights equivalent to ownership in, Transmission Facilities; (ii) has in pace all equipment
and facilities necessary for safe and reliable operation of such Transmission Facilities
as part of the PJM Region; and (iii) has committed to transfer functional control of its
Transmission Facilities to PJM shall become a Party to this Agreement.”

2 Filing Parties’ Transmittals at 4.
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13. OnJanuary 22, 2018, in both proceedings, OVEC filed an answer to comments
and protests, and Indicated Transmission Owners (Indicated TOs)* filed comments
and reply comments. On January 24, 2018, AEP, Dayton Power, and Buckeye Power,
Inc. (AEP-Dayton-Buckeye) filed comments in support of OVEC’s answer in Docket
No. ER18-459-000. On January 26, 2018, PJM filed an answer in both dockets. On
February 6, 2018, AMP filed an answer to OVEC’s and PJM’s answers in both dockets.

A. Protests and Opposing Comments

1. Satisfaction of Integration and Reliability Requirements

14.  AMP contests the Filing Parties’ proposal to “grandfather” OVEC’s Inter-
Company Power Agreement and migrate it into the PJM Tariff as a part of PIM’s
integration process.” Specifically, AMP asserts that it is not clear that the obligations
for the Sponsoring Companies in the Inter-Company Power Agreement, including the
assignment of transmission costs, are also grandfathered. Furthermore, AMP states that
the OVEC Integration Proposal is not clear as to whether the PJIM Tariff will supersede
the Inter-Company Power Agreement.25

15.  Inaddition, AMP asserts that “PJM has not conducted studies sufficient to make
[a] determination” whether any installations or modifications to OVEC’s transmission
facilities are necessary to satisfy the requirements for membership set forth in PJIM’s
Operating Agreement.”® According to AMP, PJM’s failure to perform - or adequately
perform - these analyses should signal to the Commission that more time is needed to
review the studies and to determine if any additional infrastructure is necessary to support
OVEC’s integration.?’

2% Indicated TOs consist of Exelon, PPL, and Dominion.

24 See, e.g., PIM Interconnection, L.L.C., Operating Agreement, § 11.6; and
PJM Interconnection, L.L.C., Consolidated Transmission Owners Agreement, § 3.1.

2> AMP Protest at 17.
26 1d. at 7.

21'1d. at 16.
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2. Cost-Benefits Test

16.  AMP further argues that PJM fails to demonstrate that the benefits of OVEC’s
integration outweigh the associated costs to wholesale transmission customers.?®
Therefore, AMP requests that the Commission reject the filing and direct the Filing
Parties to submit a new proposal. Ohio Consumers’ Counsel similarly argues that the
Commission should reject the filing because OVEC’s integration into PJM offers no
known benefits for consumers. Specifically, Ohio Consumers’ Counsel asserts that
OVEC’s integration will not (1) increase access to new, economic power supplies;

(2) decrease production or congestion costs; or (3) bring additional customers into

PJM that would offset likely short-term increases in transmission upgrade costs.?

Ohio Consumers’ Counsel further asserts that OVEC’s generating units, which are
eligible for subsidies via Ohio Commission-approved retail rate riders, will distort PIM’s
wholesale capacity and energy markets to the detriment of consumers.*® Thus,

Ohio Consumers’ Counsel argues that the Filing Parties have failed to demonstrate that
their proposal will result in just and reasonable rates for consumers.®* Likewise, ODEC
argues that, while it is not opposed to new entities integrating into PJM, it is concerned
that integrating OVEC will result in unjust and unreasonable subsidization of OVEC’s
costs by other transmission owners and their customers, without commensurate
benefits.*

3. Transmission Cost Allocation

17.  AMP and the Ohio Commission argue that the filing is deficient because PJIM
has failed to address cost allocation for PJIM’s Regional Transmission Expansion
Plan and supplemental transmission upgrades. According to AMP and the Ohio
Commission, this deficiency is particularly significant considering OVEC’s low load
and older transmission infrastructure.*®* The Ohio Commission further argues that,

2 1d. at 4 (citing NRG Power Marketing, LLC v. FERC, 862 F.3d 108, 109
(D.C. Cir. 2017)).

29 Ohio Consumers’ Counsel Protest at 1-2.

%0 1d. at 2, 9 (citing In the Matter of the Application of Ohio Power Company for
the Authority to Establish a Standard Service Offer Pursuant to R.C. 4928.143, in the
Form of an Electric Security Plan, 319 P.U.R. 4™ 175 (Ohio P.U.C. 2015)).

$11d. at 11.
%2 ODEC Protest at 1-2.

3 AMP Protest at 19; Ohio Commission Protest at 1.
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if the Commission approves the OVEC integration, the costs of any future transmission
projects on the OVEC system should be allocated 100 percent to entities that benefit
from them, or, should PJM be unable to identify those beneficiaries, the costs should be
allocated across the PJM region so as to minimize rate impacts.** The Ohio Commission
contends that the Commission should clarify, or require the Filing Parties to address, how
the costs of regional, local, and supplemental transmission projects will be recovered
from the OVEC zone pursuant to the PJM Tariff and Order No. 1000.*

18.  ODEC argues that it is critical that the Sponsoring Companies continue to bear all
costs related to existing OVEC transmission facilities. Moreover, ODEC contends that,
in the event that PJM determines that upgrades are necessary to maintain reliability, the
costs of those upgrades must be borne only by customers in the OVEC zone.*®* ODEC
requests that the Commission, at minimum, direct PJM and OVEC to clarify and confirm
that the OVEC integration will not result in cost shifts to non-OVEC zone transmission
owners or their customers.>” ODEC argues that such clarification is appropriate because
PJM has acknowledged that certain transmission cost allocation methods may not be
appropriate in every situation, i.e., 50 percent distribution factor cost allocation and

50 percent load ratio share.®

4. Miscellaneous

19. The PJM IMM argues that there are significant questions that must be answered,
in detail, before the Commission accepts OVEC’s integration. Specifically, the PIM
IMM raises concerns regarding whether eligibility for Reliability Must Run status is
appropriate for OVEC’s generating units. The PJM IMM also questions the appropriate
definition and allocation of related costs.*® Accordingly, the PIM IMM supports either
the issuance of a deficiency letter or the establishment of a more formal process through
which PJM could respond to the questions that intervenors raise.”® Similarly,

% Ohio Commission Protest at 1.
*1d. at 5.

% ODEC Protest at 5.

¥1d. at 2.

% |d. at 6-7 (citing PIJM Interconnection, L.L.C., Docket No. ER17-420-000)
(Apr. 13, 2017) (delegated letter order).

39 IMM Comment at 1-2.

1d. at 2.



Case No. 2021-00393

Docket Nos. ER18-459-000 and ER18-460-000 Attachment to Response to SC-1 Quesjipn No. 11
Page 14 of 341

Arbough
AMP argues that, if the Commission does not reject PIM’s OVEC integration filing
outright, the Commission should set for hearing all issues pertaining to the justness
and reasonableness of the proposed tariff and related documents, including OVEC’s
zonal rate. AMP notes that, consistent with prior integrations, the Commission
should reevaluate OVEC’s revenue requirement as the Commission found in Duke.**

B. Supporting Comments

20.  AEP and Dayton Power state that they support OVEC’s integration into PJM.
AEP and Dayton Power argue that PJM has submitted the tariff modifications necessary
both to implement the integration and to maintain the status quo regarding transmission
rates and service for transmission customers in the OVEC zone. AEP and Dayton
Power argue that OVEC’s integration into PJM will promote regional efficiency and
transparency and that, by joining PJIM, OVEC will reduce its costs and risks associated
with cyber security and regulatory compliance.*

C. ANSwWers

1. Satisfaction of Integration and Reliability Requirements

21. Inits answer, OVEC argues that its Integration Filing satisfies all PJIM
requirements for integration.** OVEC states that the OVEC transmission system is
already highly interconnected with PJM’s transmission system, its generating units
are currently pseudo-tied into PJM, and a majority of OVEC’s Sponsoring Companies
are already PJM members. Finally, OVEC states that PJIM’s analyses examining the
impacts of OVEC’s integration satisfy PJM’s integration criteria.**

22.  OVEC asserts that its proposal to provide grandfathered treatment to existing
agreements is consistent with other Regional Transmission Organization integrations.
OVEC notes that the most recent PJM integration, East Kentucky Power Cooperative,
Inc., involved similar grandfathered treatment of deliveries to non-PJM utilities. With
respect to the purported confusion regarding the interaction between OVEC’s Inter-
Company Power Agreement and the PJM Tariff, OVEC clarifies that grandfathering

1 AMP Protest at 23-24 (citing PJM Interconnection, L.L.C., 139 FERC 1 61,068
(2012) (Duke).

2 AEP/Dayton Comments at 1-2.
** OVEC Answer at 4-5.

*1d. at 5-6.
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the Inter-Company Power Agreement will only (1) address the treatment of existing
transmission service arrangements for the external deliveries to non-PJM Sponsoring
Companies, and (2) maintain the PJM Sponsoring Companies’ and non-PJM Sponsoring
Companies’ current entitlements to OVEC’s generation capacity.®

23. Inits answer, PJM argues that protesters’ arguments do not provide credible
grounds to justify rejection of the Filing Parties’ Integration Proposal. Furthermore, PIM
asserts that protesters’ objections are based on presumed facts that are inaccurate or are
speculative and unsupported. PJM notes that the Filing Parties’ Integration Proposal does
not seek recovery of any legacy or transition costs associated with OVEC’s integration
and that any and all study or remediation costs are OVEC’s responsibility.*® PJM states
that the replacement arrangements made pursuant to the PJM Tariff following OVEC’s
integration will maintain the status quo rates and service for transmission customers in
OVEC'’s zone, with the exception of the grandfathered delivery commitments, none of
which result in shifted costs to existing PJM customers.*’

24.  OVEC opposes requests by protesters for additional time to review PJIM’s
reliability analyses, arguing that those parties are seeking open-ended evaluations of
future hypotheticals that have no relevance to PJM’s assumption of operational control
over OVEC’s system. OVEC reiterates that PJM and OVEC have satisfied their
obligati%ns under PJM’s Tariff to evaluate and plan for OVEC’s integration into PJM’s
system.

25.  Likewise, PJM argues that all integration analyses were performed pursuant to

the requirements in PJM’s Operating Agreement and Consolidated Transmission Owners
Agreement, as well as its approved and documented procedures.*® Furthermore, PJM
states that protesters do not explain how any hypothetical errors impact the ability of PIM
to safely facilitate OVEC’s integration.® On the technical reliability analyses, PJM
argues that protesters’ claims are confused and unsupported, and that protestors fail to
identify any system performance issues; rather, protesters seem to be unhappy with the

*1d. at 13-14.

% PJM Answer at 2.
“1d. at 4-5.

“® OVEC Answer at 8-9.

“ PJM Answer at 12, 16 (citing PJM Operating Agreement, § 11.6 and PJM
Consolidated Transmission Owners Agreement, § 3.1.).

%d. at 13-14.
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manner in which PJM performed the studies.>

2. Cost-Benefit Test

26.  OVEC argues that there is no requirement to perform a cost-benefit analysis

for a new transmission system integrating into PJIM. OVEC further asserts that the
Commission has found that there are numerous benefits to Regional Transmission
Organization membership including, but not limited to: increased efficiency through
regional transmission planning; reduced transaction costs; improved grid reliability; and
improved market operations, including improved congestion management.®* According
to OVEC, protesters’ calls for a cost-benefit analysis are an unduly discriminatory
attempt to prevent OVEC’s integration while retaining the benefits of OVEC’s ongoing
deliveries of energy into the PJM system.>®

27. PJM disagrees with protesters’ claims that OVEC’s integration fails to provide
benefits to the wider PJM region. Specifically, PJIM argues that protesters ignore the
highly interconnected relationship between OVEC’s transmission system and PJM’s
control area. PJM also notes that 90 percent of the capacity of OVEC’s generation
facilities is currently pseudo-tied into PJM.>* Moreover, PJM asserts that OVEC’s
integration advances the goals of Order No. 2000 by expanding PJM’s congestion
management mechanism and internalizing loop flow, and generally providing for
better functional control.>

3. Transmission Cost Allocation

28.  OVEC contends that protesters’ claims of the potential for cost-shifting resulting
from future, speculative transmission upgrades via PJM’s Regional Transmission

Expansion Plan are not only beyond the scope of the instant filing, but also constitute a
collateral attack on Commission-approved tariff provisions that are not being revised in

1 1d. at 14-15.

°2 OVEC Answer at 7 (citing Regional Transmission Organizations,
Order No. 2000, FERC Stats. & Regs. {31,089, at 31,024 (1999), order on reh’g,
Order No. 2000-A, FERC Stats. & Regs. 31,092 (2000), aff’d sub nom. Pub. Util.
Dist. No. 1 v. FERC, 272 F.3d 607 (D.C. Cir. 2001)).

% d. at 7-8.
% PJM Answer at 6.

> 1d. at 7-8 (citing Order No. 2000, FERC Stats. & Regs. ] 31,089).
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the instant filing.>® OVEC and PJM argue that to change these provisions, protesters
must challenge them under section 206 of the FPA.>" PJM adds that protesters rely on
speculation of hypothetical future upgrades in OVEC’s zone, noting that protesters have
not provided any empirical data to support their claims about cost shifts. PJM affirms
that any transmission projects in the OVEC zone will be evaluated pursuant to the
PJM Tariff, including PJIM’s Regional Transmission Expansion Plan and related
cost-allocation procedures.™

29. Indicated TOs take issue with the Ohio Commission’s recommendation that, “to
the extent [Filing Parties] are unable to identify who would benefit from a particular
[future] transmission project . . . future transmission costs should be socialized across the
PJM footprint to minimize the rate impact on all transmission customers.” Indicated
TOs argue that the “filed rate governing the allocation of the cost of transmission projects
selected in the [Regional Transmission Expansion Plan] for purposes of cost allocation
[is] set forth in Schedule 12 of the PIM Tariff.”®® Accordingly, Indicated TOs assert that
until changes to PJM’s transmission cost allocation methods are proposed or ordered by
the Commission, the cost allocation rules in Schedule 12 of PJM’s Tariff apply.**

4, Miscellaneous

30. OVEC argues that the adoption, on a going-forward basis, of OVEC’s current
annual transmission revenue requirement is consistent with other Regional Transmission
Organization integrations.®? OVEC notes that, should the Commission determine that
the OVEC rate should be subject to further procedures, it may do so under section 206
of the FPA.® OVEC challenges protesters’ requests for a deficiency letter or a “formal

*® OVEC Answer at 11, 16 (citing Midwest Independent System Operator, Inc.,
139 FERC 1 61,199 (2012); California Independent System Operator Corp., 121 FERC
161,258 (2007); Acadia Power Partners, LLC, 106 FERC { 61,215 (2004)).

" OVEC Answer at 12-13 (citing 16 U.S.C. § 824e (2012)); PJM Answer at 9-10.
*8 PJM Answer at 9-10.

% Ohio Commission Protest at 7-8; see Indicated TOs’ Comments at 4.

* Indicated TOs’ Comments at 4.

*1d. at 4-5.

%2 OVEC Answer at 14-15.

% 1d. at 15.
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process” to examine issues raised in the protests as attempts to prolong the integration
process for OVEC. OVEC asserts these requests are, again, an impermissible collateral
attack both on PJM’s established rules and on OVEC itself.**

31.  Likewise, PJM states the Commission should reject protesters claims’ that
OVEC'’s integration requires a reevaluation of OVEC’s annual transmission revenue
requirement. Specifically, PJM states, that protesters’ reliance on Duke is inappropriate,
as the case does not present a similar situation to the Filing Parties’ proposal. In Duke,
Duke was realigning with another Regional Transmission Organization, thus changing
the proxy group used to determine its allowed return on equity pursuant to the
Commission’s discounted cash flow analysis.®> Here, PJM argues, OVEC is simply
joining a Regional Transmission Organization; thus, no modified annual transmission
revenue requirement is justified.®

32.  Inaddition, PJM disputes protesters’ concerns regarding Reliability Must Run
eligibility for OVEC’s generation facilities by noting that protesters fail to identify
any requirement in the PJM Tariff that mandates, as part of the integration process,
examination of eligibility for such agreements.®’

33.  AEP-Dayton-Buckeye state that there is no legal basis for the Commission to
apply a different standard of review or impose new steps beyond those required by the
PJM Tariff for integrating OVEC.*® AEP-Dayton-Buckeye assert that protests calling
for expanding the review process stem from speculation regarding the possible future
investments for OVEC’s transmission system and that PJM’s analyses do not support
such conjecture.

IVV. Discussion

A. Procedural Matters

34.  Pursuant to Rule 214 of the Commission’s Rules of Practice and Procedure,
18 C.F.R. § 385.214 (2017), the timely, unopposed motions to intervene serve to

*1d. at 15-16.

%139 FERC  61,068.
% PJM Answer at 12.
°"1d. at 17-18.

% AEP-Dayton-Buckeye at 1.
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make the entities that filed them parties to the above-noted proceedings. Pursuant
to Rule 214(d) of the Commission’s Rules of Practice and Procedure, 18 C.F.R.
8§ 385.214(d) (2017), we grant the unopposed late-filed motions to intervene submitted
by the Buckeye Power, Inc., and Dominion given their interest in the proceeding, the
early stage of the proceeding, and the absence of undue prejudice or delay.

35.  Rule 213(a)(2) of the Commission’s Rules of Practice and Procedure,

18 C.F.R. § 385.213(a)(2) (2017), prohibits an answer to a protest or to an answer
unless otherwise ordered by the decisional authority. We will accept the answers
filed by OVEC, Indicated TOs, AEP-Dayton-Buckeye, and PJM because they

have provided information that assisted us in our decision-making process. We

are not persuaded to accept AMP’s answer to OVEC’s and PIJM’s answers and will,
therefore, reject it.

B. Substantive Matters

36.  Asdiscussed below, we accept the OVEC Integration Proposal, effective
March 1, 2018, as requested.®

37.  We find that the Filing Parties have satisfied the criteria set forth in section 11.6
of the Operating Agreement and section 3.1 of the Consolidated Transmission Owners
Agreement, which govern the integration of transmission facilities into the PJIM Region.
In accordance with these provisions, PJM conducted studies to determine that all
equipment and facilities are (or will be) in place to support the safe and reliable operation
of the OVEC transmission system.”® PJM determined that, with the exception of a single
deliverability violation, which OVEC has committed to remedy, the existing equipment
and facilities are adequate.”* Further, we note that the Filing Parties have engaged

with PJM stakeholders throughout the study process to discuss the study results and

to provide supplemental information about the identified issue. Accordingly, because
the record before us demonstrates that the Filing Parties have complied with the
requirements set forth in the Operating Agreement and the Consolidated Transmission
Owners Agreement, we find that the Filing Parties’ proposal is just and reasonable and

% See Appendix for a list of approved tariff records.

" PJM Answer at 3 (“These provisions govern integration of transmission
facilities into the PJM Region, and mandate the completion of studies to confirm the
adequacy of existing facilities and systems and to identify any installations or
modifications necessary to effectuate the safe and reliable integration of new
transmission assets.”).

L OVEC Answer at 8.
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not unduly discriminatory. Therefore, we deny requests to issue a deficiency letter,
establish a more formal process to review the Filing Parties’ proposal, or set this
proceeding for hearing. In the following paragraphs, we discuss the additional concerns
raised by commenters, many of which go beyond the question of whether or not
Filing Parties complied with the criteria for integrating transmission facilities into the
PJM region.

38.  We disagree with AMP’s and Ohio Consumers’ Counsel’s arguments that the
Filing Parties must satisfy a cost-benefit test prior to joining PJM. In previous orders
addressing proposed integrations, the Commission has not required a cost-benefit test

as a prerequisite for integrating into PJM, except in the very limited circumstance when
the applicant proposed to switch the Regional Transmission Organization to which the
applicant belonged.’ Moreover, in response to the Ohio Consumers Counsel’s assertions
that the Filing Parties’ proposal does not bring about benefits for consumers, we reiterate
that the benefits for consumers resulting from Regional Transmission Organization
membership outweigh costs associated with integrating into a Regional Transmission
Organization. These benefits include, but are not limited to: increased efficiency for
transmission planning and generation investment; reduced transaction costs; improved
grid reliability; limited discriminatory transmission practices; and improved market
operations.”

"2 See PJM Interconnection, L.L.C., 135 FERC 1 61,198, at P 59 (2011)
(“We therefore find that ATSI fails to provide sufficient information or support
that would enable the Commission to find that it is just and reasonable for
ATSI’s transmission customers to bear the c