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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Before Commissioners: Pat Wood, |11, Chairman;
NoraMead Brownell, Joseph T. Kelliher,
and Suedeen G. Kédlly.

Duguesne Light Company Docket No. ER05-457-000

PIM Interconnection, L.L.C. and Docket No. EL05-70-000
Midwest Independent Transmission
System Operator, Inc.

ORDER CONDITIONALLY ACCEPTING FILING SUBJECT
TO SECTION 206 PROCEEDING

(Issued March 15, 2005)

1. On January 14, 2005, Duquesne Light Company (Duguesne) submitted for filing
an amendment to an Interchange Agreement between affiliates of FirstEnergy Corp.
(FirstEnergy) and Duquesne. In this order, the Commission will conditionally accept the
agreement for filing, effective March 15, 2005, as requested. However, as explained
below, the Commission will institute a proceeding pursuant to section 206 of the Federal
Power Act (FPA).! This order benefits customers because it ensures that the terms and
conditions of jurisdictional service are just and reasonable.

Background and Filings

2. FirstEnergy and Duquesne are parties to an existing Interchange Agreement
(Agreement) which was accepted for filing on January 20, 2000 in Docket No.
EROQO-776-000 as Rate Schedule FERC No. 33. This Agreement requires an
amendment because of Duquesne’ s decision to disconnect and retire from operation
one of six transmission lines that interconnect the transmission systems of a subsidiary
of FirstEnergy and Duquense.

116 U.S.C. § 824e (2000)
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3. FirstEnergy and Duquesne signed the Agreement on December 2, 1999 to set
forth the terms and conditions for the operation of the six interconnected transmission
lines between the companies. Prior to that date, the interconnected operation of the
parties systems was governed by the Central Area Power Coordination Group (CAPCO)
agreements, which were terminated as part of the generation exchange between
Duquesne' s generation divestiture.> The Agreement was designated stand-alone Rate
Schedule FERC No. 33. Pursuant to the terms of the Agreement, on September 1, 2000,
FirstEnergy assigned the Agreement to American Transmission Systems, Incorporated
(ATSI), atransmission-owning subsidiary of FirstEnergy, and ATSI assumed all of
FirstEnergy’ s obligations under the Agreement.

4. One of the six transmission lines covered by the Agreement is the Valley-Frisco
69KV transmission line (Valley-Frisco line), which was placed in servicein 1938 to
interconnect the electric systems of Duquesne and Pennsylvania Power Company

(Penn Power), now asubsidiary of FirstEnergy. In 1970, Duquesne, Penn Power, and
Ohio Edison Company (another current subsidiary of FirstEnergy) constructed five
additional electrical interconnections, each of which was constructed with a nominal
voltage of 345kV. Between 1974 and 2004, the electrical facilities at and supplying
Duquesne s Valley Substation were upgraded, as were Penn Power’ s electrical facilities
in the Frisco area. Duquesne states that these modifications have made the Valley-Frisco
line unnecessary for the synchronous operation of the systems of the parties. Asaresult,
the parties determined that Duquesne should disconnect and retire the Valley-Frisco line
from operation.

5. Asaresult of the disconnection of the Valley-Frisco line, Duquesne and ATSI
agreed to amend the Agreement by deleting all referencesto that line from section 2.1
and Exhibit A of the Agreement. In the December 20, 2004 amendment (the
Amendment), the parties also agreed that Duquesne was no longer obligated to maintain
the Valley-Frisco line, and that Duguesne would reimburse ATSI for one-half of the
actual expensesincurred by ATSI in connection with reconfiguring the ATSI 69kV
transmission system to maintain a network 69kV supply to ATSI’s Thompson Run
Substation, up to a maximum of $28,500.

6. PIM Interconnection, LLC (PIJM) is not asignatory to the Amendment. The
Amendment was entered into prior to Duquesne’ s January 1, 2005 integration into PIM.
Duguesne asserts that the line being retired (69kV Valley-Frisco line) would not have

2 See Duquesne Light Co., 88 FERC 61,248 (1999).
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been part of the PIM system in any event, and that PIM does not have functional control
over such facilities and they are not included in the revenue requirement under PIM’s
Open Access Transmission Tariff (OATT).

7. ATSI isamember of the Midwestern Independent Transmission System Operator,
Inc. (Midwest 1SO). However, Midwest | SO is not a signatory to the Amendment and
has no control over the 69kV Valley Frisco line.

Notice of Filing and | nterventions

8. Notice of Duguesne’s January 14, 2005 filing in Docket No. ER05-457-000 was
published in the Federal Register, 70 Fed. Reg. 4,836 , with protests and interventions
due on or before February 4, 2005. ATSI filed a motion to intervene. Pursuant to Rule
214 of the Commission’s Rules of Practice and Procedure, 18 C.F.R.  §385.214 (2004),
the timely, unopposed motion to intervene servesto make ATSI a party to this
proceeding.

Discussion

9. We will conditionally accept the amended interchange agreement effective March
15, 2005, as discussed below. The amended I nterchange Agreement filed by Duquesne
in this proceeding contains provisions regarding the interconnected operation of the
transmission systems of Duquesne and ATSI, which are under the operational control of
PIM and Midwest | SO, respectively. Among other operational provisions, the agreement
contains provisions regarding continuity of service (section 3.1), control of system
disturbance and kilovar exchange (sections 3.2 and 3.3), control of unscheduled
deliveries (section 3.4), and operating arrangements (section 3.7).

10. In ELO5-70-000, we have instituted proceedings under section 206 of the Federal
Power Act with respect to MISO and PIM related to the designation of agreements, such
asthe one at issue here, within the OATTs of the respective RTOs. Aswe have pointed
out in EL05-70-000, we believe that in order to make the revised interchange agreement
filed here readily accessible to interested parties, it should properly be designated as
related to both the PIM and Midwest 1SO OATTs.? Designation of the agreement as
related to the regional transmission organizations' (RTOs) OATTsis not meant to imply,

3 American Electric Power Service Corp., 110 FERC {61,276 at P 9-10 (2005);
Delmarva Power & Light Company, 110 FERC 61,186 at P 16-17 (2005).
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however, that either RTO has any additional responsibility for its negotiation,
administration and enforcement, or that either RTO has any additional liability in any
manner with regard to the agreement.

11.  Accordingly, we will accept this agreement subject to the outcome of the
proceeding in Docket No. EL05-70-000. Should, as aresult of this proceeding, PIM and
Midwest designate a portion of their respective tariffs to accommodate such agreements,
Duguesne and ATSI are directed to refile the agreement with the appropriate designations
within 60 days of the date of this order.

The Commission orders:

Duquesne' sfiling of the amended interchange agreement between Duquesne and
FirstEnergy is hereby accepted in its entirety, to be effective March 15, 2005, subject to
the outcome of Docket No. EL 05-70-000, as discussed in the body of the order.

By the Commission.

(SEAL)

Linda Mitry,
Deputy Secretary.



