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Second Modification to a Letter Agreement ) 
for the Temporary Supply of Arranged ) 
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APPLICATION 

1. Ohio Valley Electric Corporation ("OVEC") is a public utility as defined 

in Section 4905.02, Revised Code. 

2. In connection with America's national defense effort during the early 

1950s, the United States Atomic Energy Commission planned the construction of a uranium 

enrichment facility in Ohio (the "Facility")- On October 1, 1952, 15 utilities from the region 

organized OVEC and its wholly owned subsidiary, Indiana-Kentucky Electric Corporation, for 

the purpose of providing electric service to the Facility. 

3. By Order dated January 29, 1953, in Proceeding No. 23,719, and by Order 

dated July 21, 1953, in Proceeding No. 24,150, this Commission approved a power agreement 

dated October 15, 1952 (the "DOE Power Agreement") between OVEC and the United States of 

America, then acting by and through the predecessor to the Secretary of Energy, the statutory 

head of the Department of Energy ("DOE"). From time to time, this Commission by various 

orders approved modifications and other amendments to the DOE Power Agreement. 
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4. On September 29, 2000, the DOE sent OVEC a notice of cancellation of 

the DOE Power Agreement, effective on April 30, 2003. As a result of that cancellation, the 

DOE Power Agreement terminated in accordance with its terms on April 30, 2003, 

5. In order to give the DOE additional time to negotiate arrangements for the 

supply of electricity to the Facility after the termination of the DOE Power Agreement, OVEC 

agreed to enter into the Letter Agreement, dated as of April 29, 2003, between OVEC and the 

DOE for the temporary supply of power and energy to the Facility (the "Letter Agreement"). A 

copy of the Letter Agi'eement is attached hereto as Exhibit A. 

6. An application for approval of the Letter Agreement was filed with this 

Commission on May 16, 2003, in Case No. 03-1168-EL-AEC. 

7. Under the Letter Agreement, OVEC agreed to continue to supply power 

and energy to the Facility in an amount not exceeding 50 MW in any hour under the identical 

terms and conditions that were applicable to "arranged power" under the DOE Power 

Agreement. In order to avoid any interruption of service to the DOE, service under the Letter 

Agreement commenced on 12:01 a.m. on May 1, 2003. 

8. Under the Letter Agreement, OVEC purchases power and energy for 

resale to the DOE at market-based rates based on solicitations fi^om various sellers, and the DOE 

reimburses OVEC for the costs and expenses of procuring and delivering power to the DOE, in 

accordance with the terms and conditions that were previously applicable to sales of power and 

energy to the DOE under the "arranged power" provisions of the DOE Power Agreement. 

9. In consideration for OVEC's agreement to continue to serve the DOE 

under the terms of the Letter Agreement, the DOE, by letter dated April 27, 2005 ("April 2005 



Letter"), agreed to modify the terms of the Letter Agreement. A copy of the April 2005 Letter is 

attached hereto as Exhibit B. 

10. On May 11, 2005, OVEC filed an application for approval of the Letter 

Agreement and the April 2005 Letter in Case No. 05-624-EL-AEC. On August 10, 2005, this 

Commission issued an order approving the Letter Agreement and the April 2005 Letter. 

11. OVEC and the DOE have been discussing the possibility of entering into a 

long-term contract for the supply of power and energy to the Facility. However, the parties have 

not yet reached agreement on the terms of such contract. 

12. Consequently, OVEC and DOE, by letter dated September 4, 2008 

("September 2008 Letter"), agreed to modify certain terms of the current arrangements under the 

Letter Agi'cement (as previously modified). In particular, the parties agreed to modify the 

compensation arrangements and extend the term of the agreement from 30 days to 3 months, 

with either OVEC or DOE having the right to terminate on 30 days' written notice at the end of 

any of the 3-month terms. A copy of the September 2008 Letter is attached hereto as Exhibit C. 

13. Accordingly, OVEC hereby requests expeditious Commission approval of 

the modifications to the Letter Agreement contained in the September 2008 Letter. 

WHEREFORE, OVEC hereby respectfully requests an order of this Commission: 

(A) that approves, pursuant to Section 4905.31, Revised Code, the 

modifications to the Letter Agi-eement agreed to in the September 2008 Letter; 

(B) that permits the modification to the Letter Agreement agreed to in the 

September 2008 Letter, including the rates therein, to take effect as of October 1, 2008; 



(C) that grants pre-granted abandonment of the Letter Agreement, including 

the modifications to the Letter Agreement agreed to in the April 2005 Letter and the September 

2008 Letter, upon the termination of the Letter Agreement in accordance with its terms; and 

(D) that grants a waiver of any filing requirement not met by this Application. 

Respectfully submitted. 

By F ^ ^ , ^ iAi'<-UH-i / ^^ 

Brian E. Chisling 
Simpson Thacher & Bartlett, LLP 
425 Lexington Ave. 
New York, New York 10017 
Phone:(212)455-3075 
Email: bchisling@stblaw.com 

Counsel for Ohio Valley Electric 
Corporation 
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Department of Energy Exhibit A 
Oak Ridge Oparsrttotis Office 

P.O. Box 2001 
OaK RfcJge, Tennessee 37631— 

April 29,2003 

Mr. E. Linn Draper, Jr, 
President 
Ohio Valley Electric Coiporatioc 
P.O.Box 16631 
Colmnbns, Ohio 43216 

Dear Mr. Diaper: 

CONTRACT DE-AC0S-48OR229SS, IJaniTER AGREEMENT RELATING TO 
TEMPORARY SUPPLY OF ARRANGED POWER 

This lett^ agreement (Letter Agreansat) will confum a number of tndexstaocHi^ between Ohio 
Valley Electric Coiporation (OVEC) and the Uaitad States of America, actmg'by and flUMUgh 
the Seoetary of Eaergy, * e statutory head of tiw Depaitmeot of Baergy Owtf̂ oafier DOE), wth 
reject to temporary anangemcnta fta: ihe simply of power and awrgy by OVEC to DOE after 
the cemtfTiatfon of power Agreement No. DE-AO0S-76OR01530 (DOE Agceetuent). 

^eiiaderfitand from our disoussioDS with iqpreseitta:dve$ of OVBC ^ 
ten^poraxy basis, imder ihfi tenns and QondxtkoiB sec £ 3 ^ 
provide powec and energy i» DOE ẑ xsr -die termination of the DOS Agreement on April SO, 
2003, in an amoum not exceeding SO MW in any how, imdtt the identical t e i ^ 
Aatweffi â iipUcable to "ana^gedpowei*'pwsuaat to Section 2.08 of the DOB Agreement and 
Qonsistent wxdi tiie azrax̂ gements and undcistandings of DOE and OVEC yri&x respect to the 
pIrocHtcment and s i^Iy of such "airangeclpowa:.'* 

In conslderationlbr entering tnto this Letter Agreement* DOE herein agrees as fellows: 

(1) Notwithstanding anything In this AgcQcmsctto the CGo^^ 
reixnbmse OVEC for all costs and ecpensesincurzedby OVECin ccmnectionwi& 
p^o^ading power and energy radcrthk Letter Agteaneut, inchidiag, wi 
limitation, all costi and expensesof procuring power and enecgy fiom third patties 
under the ̂ 'airanged powec^ arraneements £x>m cuxeeD£ ̂ proptlations identified on 
the attached docnment a5 incremental fonding fbrpaymesit purposes; 

(2) Payment wiU be made by elaotronic'amdstcansler to &eacconxitid^ 
OVEC; 

® fiiKTioi»*MCta8n ^AKH 



Mr. E.Linn Draper, Jr. ' -2- April 29,2003 

(3) DOB shall ooopoiate witii OVBC including taking all action reasonably requested 
by OVEC) in making any filings wilh, or obtaining any reqdrcd an^ 
from, any regulatory or other governmental audiority to authorize any temi or. 
condition of this Letter Agreementj including, without limitation, authcrisaticzi of 
the Public Utilities Commisaion of Ohio to provide the sttviccs dcscdhed in this 
Letter Agreement effective i^on 12:0I a.m on May 1,2003; and, 

(4) DOE shall cooperate with OVEC (iacluding taUx^ all action reasonably requested 
by OVEQ in making eâ r Mags with, or obtaining any xequi^ 
jBrom, any regulatory or other governmental authority to terminate Ihis Letter 
Agreement in accordance with its terms, including, without limitation, pcrê granted 
^xtthori9»tion to tenmnote* 

DOE and OVEC agree that this Letter Agce^aentmaybetecminatadby either DOE or OVEC in 
its sole discretion for any reason or no .reason upon 30 days' written notico to the other party at 
any time after May 31,2003. 

DOE and OVEC acknowledge that the DOE Agreement shall terminate on April 30,2003 and 
that notfiing in &i3 letter A^nxmeot shaQ in any way extend, anxend, s r ^ l o ^ ^ 
modify die DOE Agreement in any manner. 

]Cr OVBC agrees to the inatters d^oiibed abovê  please execute a copy of tins Supplcm^t at th^ 
place designated for yonr signatarc 

Sincerely, 

fudidxS,'Wilson 
Contractbg OfSicar 

OVBC hsc^y agrees to the 
provisicms hsceia. desciibed. 

OHIO VALLEY ELECTRIC CORPORATION 
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DE-AC05-03OR22988 
Ohio Valley Eleoitio Carpotation 

Aporonriations Data 

Additional incremental fimding will be obligated to the contract from time to time as needed 
pnor to tncmcninoe of services. Unused obligations will be deobligated at the end of the contract 

Cuneat obligationa are; 

p,&&,Coda 

EU0JMP6MC 

603004000 

S20201 

total 

Ax̂ ipû t 

$653,000 

$218,000 

SIO? .^ 

$979,624 
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Department of Energy 

Oak FUdga Operations Office 
P.O. Box 2001 

Oak RkSge. Tennessee 3 7 8 3 1 ~ 

April 27,2005 

Mr. David L. Hart 
Vice President and Afisistant to the President 
Ohio Valley Electric Corporation 
Post Office Box 16631 
Columbus, Ohio 43216 

Dear Mr. Hart 

Reference George W. Hetton's letter to you dated April 22,2005. 

CONTRACT D£-AC05-03OR2298«, OVEC-DOE ARRANGED POWER REQUEST 

In accordance with recent DOEOVEC discussions £7 the purchase of ananged power, DOE now 
modifies the requested tenn of the service, (Reference the George W. Hetion letter to you dated April 22, 
2005). DOE agrees to the following modifications: 1) ̂  open access transmissioD t^nfifCOATI) of 
$0.44 per kWh-month, and 2) retroactively applying negotiated difficult to quantify (DTQ) charges fbom 
a future DOB-OVEC long term arranged power agreement (if ^ipticable) to ̂  service period requested 
in this modification. 

DOE now requests that OVEC obtain bids for a five-mondi poiod with a prc>jected base load of 30 MW 
for May, June and July. For August and Sqitember, DOE requests 29 MW and 2S MW, respectively. 
DOE anticipates the need for this power to begin on May 1,2005 at 0001 hours and continue on a 7 x 24 
basis until September 30,2005. DOE requests that OVEC solicit bids to s i^ ly&is power to &e 
Portsmouth Gaseous DifiUsion Plant (PORTS) and that these bids be available for review by 11:00 a.m. 
EDT on April 28,2005, and that the window of time for DOE's review and selection be a minimum of 
one hour. 

DOE will cortqsensate OVEC for its best efforts emj^oyed in procuring arranged power which wiU 
mclude an operating reserve of 4 percent of DOE's scheduled load, wUchmustbe in whole megawatts. 
DOE fiirdier understands that OVEC will be reimbursed for Hak **out-of-pocket costs {br ananged 
power** as well as a charge for DTQ costs of 1 mill pa- scheduled kWh of arranged power. The methods 
used to accomplish this request should not difTer &ota the procurement and reimbursement for arranged 
power used in similar reqi^sts £rom DOE to OVEC between April 2003 and April 2005. 

If you have any questi(His please cratact Charies WiUiams at 865''576-5657 

Sincerely, 

E x h i b i t B 

^lkerK.I.ove 
Contracting Officer 
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Department of Energy 

Environmental Management 
Consolidated Business Center 
250 East 5'" Street, Suite 500 

Cincinnati, Ohio 45202 c r p A Â onr^o 
(513) 246-0500 

Mr. David L. Hart EMCBC-OOSSO-OS 
Vice President and Assistant to the President 
Ohio Valley Electric Corporation 
1 Riverside Plaza 
Columbus, Ohio 43215 

Dear Mr. Hait: 

CONTRACT NUMBER DE-AC05-03OR22988 

This letter supplement (Supplement) amends certain provisions of the Letter Agreement 
designated Conti-act No. DE-AC05-03OR22988, dated April 29, 2003, and modified as of 
April 27, 2005 (Letter Agreement), between Ohio Valley Electric Corporation (OVEC) 
and the United States of America, actingby and through the Secretary of Energy, the 
statutory head of the Department of Energy (DOE). Any inconsistency betv '̂een this 
Supplement and the Letter Agreement will be resolved by giving precedence to this 
Supplement. 

OVEC and DOE are planning to negotiate a long-term power agreement on mutually 
acceptable terms that will replace this interim agreement. 

Both parties agree to the following amendments to the Letter Agreement: 

1. Term. The agreement shall have an initial term of 3 months, starting on the first 
day of the next month that is at least 20 days after the date of the agreement. The 
agreement will automatically be renewed for additional, consecutive 3-month tenns, 
subject to either party's right to terminate in its sole discretion at the end of the then 
current agreement term, upon 30 days* written notice to the other party. 

2. Fees, The DOE will pay OVEC the following fees: (a) an administrative service 
charge of 2.6 mills per scheduled kWh of power purchased by OVEC for delivery and 
use by DOE, in lieu of the 1 mill per scheduled Kwh charge previously paid under the 
Letter Agreement; and (b) the applicable charges under OVEC's Open Access 
Transmission Tariff (OATT) for (i) firm point-to-point transmission service under 
Schedule 7 (currently $0.44/kW-month), (ii) transmission scheduling, system control and 
dispatch service under Schedule 1 (currently $0.00021 per scheduled kWh), and (iii) 
reactive and voltage control under Schedule 2 (currently $0,00019 per scheduled kWh). 

3. Credit to DOE for Certain Purchases. The DOE will receive a credit to the 
administrative service charge (under section 2(a) above) payable for the next month for 
any amounts of energy purchased by OVEC for the DOE and actually delivered to OVEC 

- 1 " 
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to the extent the amount of such energy purchases exceed the DOE's load (plus required 
rescives and losses) during any hour. Such credit will be in an amount equal to 75% of 
the total, actual fuel and fuel-related cost reductions to OVEC (in accordance with 
OVEC^s customary record-keeping procedures) resulting fi'om any such excess of 
scheduled purchases for the applicable month; provided that, such credit may not reduce 
the administrative service charge to below a charge of 1 mill per scheduled kWh of 
power purchased by OVEC for delivery and use by DOE during the applicable month, 

4, Retroactive Fees. Satisfaction of Asserted Retroactive Difficult To Quantify 
Fees, OVEC has asserted that if DOE and OVEC were to enter into a long-term arranged 
power agreement providing for payment to OVEC of a 2.6 kWh mill charge, DOE would 
owe OVEC $1,000,000 in retroactive difficult to quantify (DTQ)fees in accordance with 
the terms of the April 27, 2005 letter, which provides for "retroactively applying 
negotiated difficult to quantify (DTQ) charges fi'om a future DOE-OVEC long-term 
arranged power agreement (if applicable) to the service period requested in this 
modification." DOE does not necessarily agree with OVEC's assertion. Notwithstanding 
the parties' differing views, OVEC and DOE agree that DOE will be deemed to satisfy, 
and OVEC will discharge, release, and hold DOE harmless for, any and all retroactive 
DTQ fees (including the asserted $1,000,000) based on the tenns of the April 27, 2005 
letter on a pro rata quarterly basis over the initial twenty four (24) month period of this 
agreement in accordance with the following approach: At the conclusion of each three 
(3) month tenn under this agreement, DOE will be deemed to have satisfied $125,000 
worth of any and all retroactive DTQ charges. OVEC and DOE further agree that DOE 
will satisfy, and OVEC will discharge, release, and hold DOE harmless for paying, any 
and all retroactive DTQ charges which DOE might owe under the April 27, 
2005 letter, in the event that, prior to twenty four (24) months, (a) OVEC and DOE enter 
into a mutually acceptable long-term power agreement in replacement of this agreement 
or (b) OVEC terminates this agreement for any reason other than DOE's material 
breach. OVEC and DOE agree that OVEC may pursue whatever remedies are available 
to it under applicable law to recover any remaining portion of the asserted $1,000,000 in 
retroactive DTQ fees, and DOE reserves all rights and defenses it may have with respect 
to the asserted DTQ fees, if, prior to twenty four (24) months (i) DOE terminates this 
agreement (except due to OVEC's material breach of the agreement, if in fact OVEC is in 
material breach of the agreement) or (ii) OVEC terminates this agreement due to DOE's 
material breach of the agreement (if DOE is in fact in material breach of the agreement). 

5. Excess DOE Power Usage Procedures. If during any hour, the DOE's load 
(plus required reserves and losses) exceeds the amount of energy purchased by OVEC for 
the DOE and delivered to OVEC under the Agreement, then (a) the DOE shall reimburse 
OVEC Ibr the delivery of energy during such hour(s) (until OVEC is able to secure 
sufficient replacement energy in accordance with subsection (c) below) in the amount of 
the greater of 100 mills/kWh or the then-current market price for such shortfall; (b) the 
DOE shall pay an additional service charge of $1,000 for each occurrence; and (c) OVEC 
is authorized to purchase one or more additional whole MWs of power and energy at 
then-current market rates for the remainder of the calendar month as would be sufficient 
to cover the previous shortfall; provided that, to the extent that OVEC is purchasing 
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power and energy for the DOE during such month using a "bandwidth" contract (as 
discussed below) and such shortfall could have been covered by the then-applicable 
bandwidth, then OVEC is authorized to purchase such additional whole MWs only until 
the start of the next business day for which a new daily schedule is provided by the DOE 
after the time of the shortfall (provided further that, to the extent that there are more than 
thi-ee occurrences of a shortfall during any calendar month under a bandwidth contract, 
then notwithstanding the above provision, OVEC is thereafter authorized to purchase any 
additional whole MWs under this provision for the then-current remainder of such 
calendar month). For purposes of this agreement, the required reserves for DOE's 
scheduled deliveries for any applicable period are the reserve requirements as established 
fi'om time to time by the North American Electric Reliability Corporation or other 
applicable regional criteria (currently 4%), and the required losses are the estimated 
losses assumed for deliveries over OVEC's transmission system in accordance with its 
OATT (currently 1.8%). 

6. Bandwidth Option. During the applicable term, the DOE may request that 
OVEC seek bids for a "bandwidth" purchase for any monthly periods in order to permit 
the DOE (through OVEC) to schedule the amount of whole MWs to be purchased on a 
day-ahead basis within a specified "bandwidth" of reserved power. If a "bandwidth'* 
purchase is selected by the DOE, the DOE shall provide OVEC with the DOE's day-
ahead schedule at least one half-hour prior to the requii-ed time for delivery of such 
schedule by OVEC to the applicable supplier. 

7. Additional Purchases. During the applicable term, the DOE may request that 
OVEC purchase one or more additional whole MWs at then-current market rates for 
delivery to the DOE for the remainder of the calendar month (or longer purchase period) 
fi-om any available supplier selected by OVEC, subject to all applicable charges under 
this agreement, plus a $1,000 administrative service charge per purchase. 

8. Maximum Load. Notwithstanding anything to the contrary the DOE's load (plus 
required reserve and losses) may not exceed 50MW during any hour; provided that, the 
parties agree to discuss any request by the DOE at any time for additional power and 
energy deliveries in excess of 50MW, subject to the parties' prior mutual agreement on 
the terms of such additional deliveries.. 

9. Cooperation. Notwithstanding anything to the contraiy, the DOE agrees to use 
its reasonable best efforts in good faith to request fi'om OVEC the purchase of quantities 
of power and energy (whether under a "bandwidth" contract or current block purchases) 
to satisfy the DOE's peak load (including requii*ed resei-ves and losses) for the applicable 
period. The DOE agrees to take all actions with respect to regulatory filings relating to 
this agreement as it agreed to take with respect to the April 29, 2003 letter (as contained 
in paragraphs 3 and 4 thereof). DOE recognizes that one or more of the systems fi-om 
which OVEC proposes fi-om time to time to purchase arranged power, and the energy 
associated therewith, are required to file, with respect to such service, rate schedules 
and/or tariffs, with the Federal Energy Regulatory Commission and/or other regulatory 
bodies having jurisdiction, and may fi'om time to time file superseding rate schedules 
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and/or tariffs, which may or may not be made effective by the Federal Energy Regulatoiy 
commission or such regulatory bodies as so filed, and, therefore, OVEC cannot assure 
DOE that arranged power, and the energy associated therewith, will be supplied by 
OVEC to DOE under this agreement in any specific amount or at any specific rate for any 
particular period of time, OVEC will, however, use its best efforts to secure, and to keep 
DOE informed as to prevailing, and anticipated changes in, quantities of and proposed 
I'ates, for, power and the energy associated therewith, which OVEC can purchase for 
delivery to DOE as arranged power and to cooperate with DOE, to the extent such 
cooperation is in the judgment of OVEC, feasible and in the interests of OVEC, in the 
purchase of aiTanged power when requested by DOE with the objective that DOE will be 
supplied, with fiexibility as to source if practical, a reliable and adequate amount of 
arranged power, and the energy associated therewith, on just and reasonable terms. 
10. Bidding Procedures. Except as othei-wise specified in this agreement, the 
methods and procedures used to purchase power and energy requested by the DOE shall 
continue to be the same as those used under the existing letter agreements. 

If OVEC agrees to the matters described above, please execute a copy of this 
Amendment to the Letter Agreement at the place designated for your signature. 

Sincerely, 

ContractitfgOfficer 

OVEC hereby agrees to the 
provisions herein described. 

OHIO VALLEY ELECTRIC CORPORATION 

Michael G. M o r r i ^ President 
Date: September 10, 2008 
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