Case No. 2020-00317

‘ s“ EAST KENTUCKY POWER COOPERATIVE

A Touchstone Energy Cooperative kT

July 14, 2020

Mr. Kent A. Chandler

Acting Executive Director

Kentucky Public Service Commission
211 Sower Boulevard

Frankfort, Kentucky 40602

Re:  East Kentucky Power/Owen Electric Cooperative/Nucor Steel Gallatin Amendment of
Special Contract - Original Filing No. TFS2013-00425 Industrial Power Agreement with
Interruptible Service dated April 30, 2013

Dear Mr. Chandler:

On behalf of East Kentucky Power Cooperative, Inc. ("EKPC"), please find enclosed and accept
for filing a Third Amendment to the Industrial Power Agreement (the “Agreement”) with
Interruptible Service dated April 30, 2013 (the "Amendment"). This Amendment has been executed
by EKPC, Owen Electric Cooperative, Inc. (“Owen’), and Nucor Steel Gallatin, LLC ("Nucor") on
June 29, 2020. The Amendment memorializes the parties' agreement to certain revisions in the
terms and conditions of the Agreement that are necessary due to an expansion of Nucor plant
facilities as detailed in the Amendment, as well as provides for a temporary bill discount for Nucor
as a consequence thereof. The parties have also agreed to modifications relating to the load subject
to interruption to better reflect the actual operation of Nucor's facilities. For your reference, the
Agreement the parties have agreed to amend herein originally became effective on June 2, 2013,
after a review of Filing No. TFS2013-00425 by the Commission's Tariff Branch, was first amended
effective October 26, 2016, through Filing No. TFS2016-00548, and was amended a second time
effective July 27, 2017, through filing TSF2017-00562.

In accordance with KRS 61.878, 807 KAR 5:001, Section 13(3) and other applicable law, EKPC
hereby respectfully requests that certain portions of the Amendment be classified as confidential
for a period of ten (10) years from the date of this filing, for the specific reasons set forth below.
The Kentucky Open Records Act exempts from disclosure certain commercial information. See
KRS 61.878(1)(c). To qualify for this exemption from public disclosure and, therefore, to maintain
the confidentiality of the information, a party must establish that disclosure of the commercial
information would permit an unfair advantage to competitors of that party. Public disclosure of the
specific terms of the bill discount provided for in the Amendment (the "Confidential Information™)
would, in fact, prompt such results.

4775 Lexington Road, POB 707
Winchester, KY 40392
859-744-4812



Mr. Kent Chandler
July 14, 2020
Page Two

The Confidential Information is commercially sensitive, retained by EKPC on a "need-to-know™
basis, and not publicly available. If disclosed, the Confidential Information would give potential
competitors of EKPC and Owen a tremendous advantage in the course of ongoing and future
negotiations to attract and secure new or expanded load in their service territory. Disclosure would
also give participants in the broader commercial market a material, unfair advantage in relations
with EKPC as a result of knowing its special pricing strategies and business-sensitive decisions.
These market advantages would likely translate into higher costs for EKPC and Owen and, by
extension, detrimentally higher rates for their customers.

Maintaining the confidentiality of the Confidential Information is necessary to protect the
economic interests of EKPC, Owen, and the remainder of EKPC's Owner-Member Cooperatives.
Indeed, EKPC derives economic value from the Confidential Information based on its
confidentiality since competitors and entities with whom EKPC transacts business could obtain
economic value by its disclosure. The public disclosure of the contract-specific bill discount would
reveal information that is, quite obviously, highly sensitive, commercially valuable and strictly
proprietary - and thus its release could significantly harm EKPC's competitive position in the
marketplace. Because the Confidential Information is critical to EKPC's effective execution of
business decisions and strategy, treating the information confidentially is also consistent with the
Kentucky Supreme Court's determination that, "information concerning the inner workings of a
corporation is 'generally accepted as confidential or proprietary.” Hoy v. Kentucky Industrial
Revitalization Authority, 907 S.W.2d 766, 768 (Ky. 1995).

Consistent with 807 KAR 5:001, Section 13(3) and directives of Commission Staff, accompanying
this letter as part of EKPC's electronic submission is a copy of the Amendment in electronic
medium with those portions redacted for which confidentiality is sought. Pursuant to the
Commission’s March 24, 2020 Order in Case No. 2020-00085, EKPC is submitting the
confidential material to the Commission via an email to PSCED@Kky.gov with a read receipt.
Please contact me if you have any questions.

Very truly yours,

U lr—

Rogér R. Cowden
Counsel

Enclosures



THIRD AMENDMENT TO THE
INDUSTRIAL POWER AGREEMENT WITH INTERRUPTIBLE SERVICE
DATED April 30, 2013

N . adt : .
This Third Amendment, dated this 24 day of_:)’un e. , 2020, is entered into by and
between East Kentucky Power Cooperative, Inc. (“EKPC”), Owen Electric Cooperative, Inc.

(“OEC”™), and Nucor Steel Gallatin, LLC f/k/a Gallatin Steel Company (“Nucor”) (collectively,

the “Parties”™), with respect to the provision of electric service to Nucor pursuant to the Industrial
Power Agreement with Interruptible Service entered into by and between the Parties dated April
30, 2013, and as subsequently amended by the Parties by letter dated September 6, 2016 and July
27,2017 (collectively, the “Agreement”).

WHEREAS, Nucor has advised EKPC and OEC that it intends to expand its plant located
in or near Ghent, Kentucky (“Ghent Plant™), by adding a Single Shell Electric Arc Furnace, a
Twin Shell Ladle Metallurgical Facility, a Caster with double the capacity of the existing Caster
which is to be removed, two additional Stands in the Rolling Mill, Baghouse, Pumphouse, and

Air Separation Facilities (“Expansion Project”) to its existing operations;

WHEREAS, Nucor has advised EKPC and OEC that as a result of its intended expansion,
Nucor’s workforce at its Ghent Plant will increase by approximately seventy-five (75) positions

and its electric power needs will increase by approximately 195 MWs;

WHEREAS, in light of Nucor’s intended expansion, the Parties have agreed that certain

revisions to the Agreement are prudent and necessary;

NOW, THEREFORE, upon consideration of the mutual covenants and undertakings set

forth herein, the Parties agree as follows:



1. The Agreement requires modification, revision and amendment to reflect the
Expansion Project and the agreement of the Parties as to how the Expansion Project

will be addressed under the Agreement. Specifically:

a. Plant Description. Section 1 of the Agreement shall be deleted in its entirety

and replaced with the following:

1. Plant Description. The Ghent Plant has been operating since

1995 and is a thin slab steel mill owned and operated by Nucor in
Gallatin County near Ghent, Kentucky. The plant is configured on
the basis of a single D.C. power supply for twin shell electric arc
furnaces which feed a thin slab caster to a six stand rolling mill on
a continuous basis. A ~40 MW Pickle Galvanizing Line
(“Galvanizing Line”) came online in 2019. The electrical load
primarily consists of the direct current to the electric arc melting
furnaces fed by two transformers each nominally rated at 75
MVA; ladle metallurgy stations nominally rated at 25 MVA and 3
x 5500 KW and 3 x 7000 KW rolling mill motors, along with slag
and arc furnace dust processing equipment, small motor loads and
other ancillary facilities. Additionally, a Single Shell Electric Are
Furnace, Twin Shell Ladle Metallurgical Facility, Caster with
double the capacity of the existing Caster which is to be removed,
two additional Stands in the Rolling Mill, Baghouse, Pumphouse,
and Air Separation Facilities which are expected to come online in

2021, will become part of the Nucor Ghent Plant.

b. Maximum On-Peak Contractual Demand. The Parties agree that Nucor’s

maximum on-peak contractual demand under the Agreement shall be
increased from 220 MW to 415 MW. Therefore, references in the Agreement
to “220 MW” in Section 3(b), Section 4, Section 17(a), Section 19, and
Exhibit A shall be deleted and replaced with “415 MW™.



C.

d.

Metering. The Nucor campus load is measured by meters M1 (345kV) M6
(345 kV) and M4 (34.5kV). Embedded within the Nucor campus and behind

the Nucor campus meters M1 and M6 is Air Liquide, a separate business

entity from Nucor. Air Liquide is metered and billed separately from Nucor.

As set forth in the Second Amendment, the Galvanizing Line receives a credit

and is separately metered by meter M5. Nucor shall be billed for the

summation of M1 plus M6 plus M4 less the Air Liquide load adjusted for

transformer loses. Load subject to this Third Amendment is the Nucor billed

load less the Galvanizing Line load measured by meter MS5.

Interruptible Service.

i

ii.

iii.

Firm Power Demand. The Firm Power Demand as described in
Sections 4 and 8 of the Agreement shall be increased to 30 MW thirty
days after Nucor gives notice to EKPC and OEC, but not later than
when the existing twin shell arc furnace and the new single shell arc
furnace are declared in service by Nucor.

Electric Arc Furnaces. Both Electric Arc Furnaces shall be subject to

10 Minute Interruptible Demand Service and will receive credits as
described in Section 4, subsection a., of the Agreement. The Electric
Arc Furnaces shall be metered independently by meters M2, M9, and
M10. The demand for the 10 Minute Interruptible Demand Service
credit shall be equal to the average of the 10 highest 15 minute billing
demands from the totalized meter data from M2, M9 and M10 adjusted
for transformer losses to 345kV.

Balance of Plant. All remaining Ghent Plant load up to the Maximum

On-Peak Contractual Demand of 415 MW, except the Firm Power
Demand, shall be subject to 90 Minute Interruptible Demand Service
as described in Section 4, subsection b., of the Agreement. The volume
for the credit for the Balance of Plant interruptible load shall be the

Billing Demand as described in Section 3 subsection a. of the



Agreement less the volume of the monthly Electric Arc Furnaces
demand credit (as described in 1.d.ii above) and the Firm Power

Demand.

Discount to Bill. Nucor shall receive certain temporary discounts to its

monthly bill as a consequence of the Expansion Project. This discount to bill
is in addition to the discount that Nucor will receive for the Galvanizing Line
which is the subject of the Second Amendment dated July 27, 2017.
Therefore, following Section 26, subsection a., of the Agreement, a new

subsection aa. shall be inserted as follows:

(i). During the six (6) year period commencing 3 months following
the month when the Expansion Project begins producing steel but

not later than September 1, 2022.

(1) during the first twelve (12) months of the Bill Discount
Period, Nucor shall be credited an amount equal to the total
energy usage for each melting line (EAF — Electric Arc
Furnaces, LMF - Ladle Metallurgical Facilities, Caster,
Rolling Mill, Baghouse, Pumphouse, Air Separation, Aux
Loads) aggregate energy usage (as metered and measured by
M1 (345 kV), M6 (345 kV), M4 (34.5 kV)) less the Air Liquide
meter load adjusted for transformer losses (345kV to 34.5 kV)
and less the load of the Galvanizing Line metered by M5 (34.5)
adjusted for transformer losses (345kV to 34.5kV) times

S < Wh;

(2) during the second twelve (12) months of the Bill Discount
Period, Nucor shall be credited an amount equal to the total
energy usage for each melting line (EAFs, LMF, Caster,
Rolling Mill, Baghouse, Pumphouse, Air Separation, Aux



Loads) aggregate energy usage (as metered and measured by
M1 (345 kV), M6 (345 kV), M4 (34.5 kV)) less the Air Liquide
meter load adjusted for transformer losses (345kV to 34.5 kV)
and less the load of the Galvanizing Line metered by M5
(34.5kV) adjusted for transformer losses (345kV to 34.5kV)

times SHxWh;

(3) during the third twelve (12) months of the Bill Discount
Period, Nucor shall be credited an amount equal to the total
energy usage for each melting line (EAFs, LMF, Caster,
Rolling Mill, Baghouse, Pumphouse, Air Separation, Aux
Loads) aggregate energy usage (as metered and measured by
M1 (345 kV), M6 (345 kV), M4 (34.5 kV)) less the Air Liquide
meter load adjusted for transformer losses (345kV to 34.5 kV)
and less the load of the Galvanizing Line metered by M5
(34.5kV) adjusted for transformer losses (345kV to 34.5kV)

times SJJxWh;

(4) during the fourth twelve (12) months of the Bill Discount
Period, Nucor shall be credited an amount equal to the total
energy usage for each melting line (EAFs, LMF, Caster,
Rolling Mill, Baghouse, Pumphouse, Air Separation, Aux
Loads) aggregate energy usage (as metered and measured by
M1 (345 kV), M6 (345 kV), M4 (34.5 kV)) less the Air Liquide
meter load adjusted for transformer losses (345kV to 34.5 kV)
and less the load of the Galvanizing Line metered by M5
(34.5kV) adjusted for transformer losses (345kV to 34.5kV)

times [JJxwh;

(5) during the fifth twelve (12) months of the Bill Discount

Period, Nucor shall be credited an amount equal to the total



(ii).

energy usage for each melting line (EAFs, LMF, Caster,
Rolling Mill, Baghouse, Pumphouse, Air Separation, Aux
Loads) aggregate energy usage (as metered and measured by
M1 (345 kV), M6 (345 kV), M4 (34.5 kV)) less the Air Liquide
meter load adjusted for transformer losses (345kV to 34.5 kV)
and less the load of the Galvanizing Line metered by MS
(34.5kV) adjusted for transformer losses (345kV to 34.5kV)

times S Wh;

(6) during the sixth twelve (12) months of the Bill Discount
Period, Nucor shall be credited an amount equal to the total
energy usage for each melting line (EAFs, LMF, Caster,
Rolling Mill, Baghouse, Pumphouse, Air Separation, Aux
Loads) aggregate energy usage (as metered and measured by
M1 (345 kV), M6 (345 kV), M4 (34.5 kV)) less the Air Liquide
meter load adjusted for transformer losses (345kV to 34.5 kV)
and less the load of the Galvanizing Line metered by M5
(34.5kV) adjusted for transformer losses (345kV to 34.5kV)

times Sk Wh.

7) during years seven and the remainder of the Agreement

term there will be no further bill discount.

Starting the second full year of the Bill Discount Period the

discount will be suspended if the preceding 3 month average monthly

energy usage for both melting and rolling operations is not equal to or

greater than 1.5 times Nucor’s 2017 monthly average energy usage

(excludes the Galvanizing Line). The bill discount suspension will

end once the monthly average equals 1.5 times Nucor’s 2017 monthly

average energy usage.



f. Coordination of Maintenance. The Parties agree the following language
shall be added to Section 16 of the Agreement, as subsection f.: “EKPC and
Nucor shall coordinate Nucor maintenance days as part of the Nucor week ahead
load forecast. EKPC may request Nucor to shift a maintenance day. Nucor’s
approval of EKPC’s request shall not be unreasonably withheld. EKPC shall not
request Nucor to shift a maintenance day and then call for an economic

interruption on the day EKPC requested Nucor to operate.

g. Contract Reopener. Section 39 of the Agreement shall add the following
language: “Should the structure of the EKPC/OEC rates (including interruptible
rates) change at any time during the term of this Agreement such that the effect of
those changes adversely impact the original intent of entering into this Third
Amendment by EKPC, OEC, or Nucor, then the Parties will negotiate in good
faith to restore the original intent and their respective financial positions created

by this Third Amendment to the Agreement.

h. Term. Section 2 of the Agreement shall be deleted and the following shall be
added: “The term of the Agreement shall be 10 years beyond the date that Nucor
receives the first monthly Bill Discount under Section 26 subsection aa of this
Third Amendment. After the Agreement terminates, electric power service shall
be provided to Nucor by EKPC and OEC pursuant to rates approved by the

Kentucky Public Service Commission either through contract or tariff.

2. The terms of this Third Amendment shall become effective if, and only if, each of the
following conditions precedent is satisfied: (i) the Kentucky Public Service
Commission approves said terms pursuant to Kentucky Revised Statutes, Chapter
278; (ii) all necessary approvals are obtained from the Rural Utilities Service and the
National Rural Utilities Cooperative Finance Corporation; (iii) all necessary

approvals are obtained from Louisville Gas and Electric Company and Kentucky



Utilities Company (“LGE/KU”) to add the ~195 MW Single Shell Electric Arc
Furnace, Twin Shell Ladle Metallurgical Facility, Caster with double the capacity of
the existing Caster which is to be removed, two additional Stands in the Rolling Mill,
Baghouse, Pumphouse Facilities and Air Separation load to the current Network
Integration Transmission Service (“NITS”) Agreement between LGE/KU and EKPC;
and (iv) all necessary approvals are obtained from the Federal Energy Regulatory
Commission with respect to the amendment of the LGE/KU - EKPC NITS
Agreement. The parties covenant to use their best efforts to forthwith seek and
support such approvals by filing such papers, presenting such testimony, and taking

such other action as may be necessary or appropriate to secure the same.

3. Except as set forth herein, the terms of the Agreement and which have been
previously approved by the Kentucky Public Service Commission shall remain in full

force and effect.

IN WITNESS WHEREOF, the parties hereto have caused this Third Amendment to be

executed by their duly authorized representatives the day and year first above.

EAST KENTUCKY POWER COOPERATIVE, INC.

7 i
W/ AER— .~ 7

(Campbell, President and CEO

OWEN ELECTRIC COOPERATIVE, INC.

By: W //4 %

Michael L. Cobb, President and CEO

NUCOR STEEL GALLATIN, LLC f/k/a GALLATIN STEEL COMPANY

By: QM L > .,O

Cathy Wadéél, Controller




Nucor Steel

Meter Definitions

AL: Air Liquide

M1: KU Ghent— Existing 345 line
M2: EAF #1

M3/M4: Gallatin Co 34.5 firm load
MS: Gaivanizing Line

M6: KU Ghent - Existing 345 line
M8: 345 bus Aux load 1

M9/M10: EAF #3

M11: Air Separation {ASU)

KU

Ghent

N93-52A

N99-528

Gallatin (Vi3 —

Co N57-398

Backup

Symbol Key
B Closed Breaker — 345 KV

u Open Breaker — 345KV

Meter D Load

B Trensformer

345KV
M1
M6
M4 3
N99-89F
Primary
Plant Aux 1

34.5KV
N99-80) e ; EAF #3
M10
N99-89-19
2
N99.89H LMF #3
N99-89-20
L
il — - M2 EAF #1
N99-89K N99-89-6 :
5. LMF #1
N99-89C N99-89-5
L Galvanizin
o M5 e
N99-89D N99-89-8 Line
i L
N99-89E AL Air Liquide
37N057006
HM Aux
HM Drives
NS9-89-11
i .
M3 N99-89-7 ML11V ASU
N99-89-22
L-indicates transformer losses in meter
Plant Aux 2

N99-89-21






