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Chairman Olson & Committee members, my name is Brett Leopold, President of ITC Great
Plains, and I want to express my appreciation for the opportunity to speak to you about Senate
Bill 68.

ITC Great Plains is a state-certificated independent transmission company that owns and
operates approximately 450 miles of high voltage transmission lines in Kansas. At the time we
received our Kansas certificate in 2007, the Kansas Corporation Chairman announced that we
were probably the first new Kansas public utility in 100 years. ITC Great Plains is a subsidiary of
ITC Holdings, which owns, operates, and maintains electric transmission systems and assets
across 7 states in the Midwest and Great Plains region, serving over 25,000 MW of connected
load, and operating over 16,000 miles of electric transmission lines. ITC Great Plains is
headquartered in Topeka, and has offices in Wichita and Dodge City. Our company is a deeply
committed and engaged corporate citizen in the towns and counties where we work and do
business. In 2015, we were nominated by Ford County Economic Development for the Kansas
Governor’s Award of Excellence, which is the highest award given to a business by the state, and
ITC Great Plains was chosen by the Department of Commerce and received the Governor’s
Award of Excellence as business of the year.

It is important to understand that SB 68 is very limited in scope and applies only to the first right
to build a specific category of high-voltage regional SPP transmission projects. It does not
prevent new companies from acquiring, operating and maintaining existing transmission from
utilities in the state, subject to applicable existing regulation and laws. And it does not preclude
developers from partnering with Kansas utilities to build, own and operate new transmission in
the state. ITC’s founding CEO, Joe Welch, a native of Arma and graduate of KU, came to



Kansas to collaborate with local utilities on transmission development and construction with the
encouragement of the Kansas Electric Transmission Authority under the leadership of Chairman
Carl Holmes in 2006. For several years, ITC Great Plains did not build or own any transmission
in the state, but rather, collaboratively engaged with Kansas utilities serving the retail customers,
state and local government officials, the Southwest Power Pool, the KCC and other stakeholders
to identify transmission solutions that could best serve these entities and their customers.
Ultimately, ITC partnered with Sunflower and Midwest Energy to build SPP-planned and
approved transmission projects with great value to the state and the region, but only because
Kansas entities saw value in serving their customers through a partnership with ITC. This is
very different than a federally-administered process that selects and dictates an entity to build
transmission where that entity may have no connection or relationship with Kansas utilities and
the customers that they serve. While Order 1000 has been in effect, ITC and other non-
incumbent transmission owners have successfully negotiated transmission acquisition
agreements, development agreements and partnerships with utilities in Kansas and elsewhere in
the SPP region. In that manner, there is already very meaningful competition for transmission
development, construction and ownership in Kansas under pre-existing state and federal law.
That is already happening today and can continue if SB 68 is adopted.

The legislation before this committee is critical to address the failed and harmful federal
regulation known as Order 1000, and specifically the transmission developer solicitation process
that the Federal Energy Regulatory Commission (FERC) mandated in that order. Adopted in
2011, FERC’s Order 1000 removed the Right of First Refusal for transmission owners to
develop new transmission facilities that connected to their existing transmission systems. This
right of first refusal had long been utilized by Regional Transmission Organizations (or
“RTOs”), like the Southwest Power Pool (“SPP) to expeditiously direct transmission owners to
construct critically necessary transmission facilities, and recognized that established transmission
owners are best positioned to efficiently expand and reliably maintain additions to their existing
transmission systems. Instead of continuing this long-standing successful practice, Order 1000
mandated that RTOs administer a federally-mandated and controlled solicitation process to
choose the developers that would construct these new facilities in the states. This substantially
disrupted the transmission planning processes of SPP, which had long fostered efficient
transmission development to the benefit of Kansas electric customers, and lead to similar
negative outcomes in other RTOs.

After nearly 12 years of experience with this federal regulatory experiment in the states, the
available evidence conclusively demonstrates that the Order 1000 solicitation approach has
failed, and is doing far more harm than good to customers. Not only does it substantially delay
the planning and construction of transmission at a time when transmission is absolutely critical to
delivering reliable low-cost generation to customers, but it also has failed to achieve the
projected cost savings that it was predicted to create and upon which its issuance was based.
Although Order 1000 is a federally mandated policy, we want to be clear that contrary to what
you might have heard or will hear, states can resolve this issue and retake control of utility
infrastructure planning within their own borders. Recognizing from its inception that this federal
mandate would be controversial and unacceptable to many states, Order 1000 included an
express provision to reject federal regulation and opt out by implementing state Right of First
Refusal legislation, allowing states to return to the status quo.



When Order 1000 was first adopted, it presented an intriguing concept to much of the industry. I
want to emphasize that ITC and other transmission owners have given FERC’s approach a fair
chance — in fact, ITC even went as far as to oppose legislation like this back in 2014 as Order
1000 had not yet been fully implemented and tested in most planning regions. But as time has
passed, ITC has recognized that this policy is actually detrimental to building transmission, due,
in part, to the uncertainty and delays it causes. The Southwest Power Pool did not even issue its
first RFP for a project until May 2015. That first Order 1000 project was in southwest Kansas.
For nearly a year, developers and the Southwest Power Pool spent extraordinary amounts of
money and time to prepare RFP responses and to participate in and administer a bureaucratic
process to determine who would build and own that transmission line. In April 2016, the project
was awarded by the Southwest Power Pool, and thereafter, it was restudied and determined that
the project was not needed. It was never built. This ineffectual, lengthy process was the first
indicator of the dysfunction that federal regulation would bring to the planning and construction
of transmission in Kansas and the SPP. Under the best of circumstances, it is a lengthy process to
plan, approve and build these important transmission projects. In recent years, the first set of
Order 1000 projects around the country have finally been completed and placed into service.
Evidence from the full implementation of Order 1000 demonstrates the federal process is not
delivering the promised benefits to the states.

Most notably, Order 1000’s federally mandated solicitation processes have failed in the
following areas:

e Studies of transmission projects, which were subject to Order 1000 and have been placed
in-service, show a pattern of cost overruns and/or delays which are borne by transmission
customers, resulting in an inability for out-of-state developers to deliver the project costs
and implementation timelines they claim they can achieve. Even projects which achieve
their nominal in-service dates are still necessarily delayed in development by the
additional time required to conduct the solicitation. It is important to recognize that delay
in the planning, approval and construction of beneficial transmission projects delays the
delivery of benefits to customers and costs them money.

e The Order 1000 process puts constraints on collaboration and partnership amongst
SPP transmission owners during the project planning, developing, and construction
process. It drives more short-term solution and drives more transmission investment
on a just-in-time, incremental basis, rather than on a more efficient, comprehensive,
and regional basis. There are significant benefits for Kansas customers produced by
the construction of high voltage regional projects that are cost allocated to the entire
SPP region. A properly identified and planned 345kV line that is regionally cost
allocated can eliminate the need for numerous low voltage lines that are only a short-
term solution, with between 66 and 100% of the costs being allocated to Kansas
customers.

e Even if Day One construction costs are low for a new transmission line, the line must be
maintained and operated for decades at continuing expense that is charged to Kansas



customers. Bidders are incentivized to be aggressive in their designs and material
choices to maximize the chance to win a project. While that may seem positive, a less
robust choice of design and materials can cost the customers much more over the life of
the project to maintain, rebuild and operate. In some instances, bidders have chosen to
commit to artificial caps on operations and maintenance expenditures for the life of the
project, irrespective of what may eventually be needed to maintain the facility in a
reliable and resilient manner. If future maintenance needs outstrip the artificial limits set
in the bid, the developer has two choices — either it can forgo or reduce the necessary
maintenance work to avoid losing money, or it can include in its bid an exception to the
cap, which, given the increasing frequency of extreme weather events, renders the
promised cap essentially meaningless. Indeed, many aspects of nominally firm cost caps
which have been selected in Order 1000 processes contain extensive exceptions which
permit cost increases for relatively common occurrences in project development, such as
a state regulator’s routing decisions or storm damage rebuilds. Some Order 1000 projects
which have been placed in-service at a final cost more than the promised bid amount
have done so because these cost cap exceptions have been triggered, meaning that
transmission customers have borne the cost.

e Projects have the potential to be awarded to transmission developers with little, if any,
local presence in Kansas, and no connection or relationship to the retail customers. These
developers may have inferior ability to dispatch crews to resolve outages and to
otherwise maintain transmission lines at the same level that well-established Kansas
transmission owners do. Out-of-state developers may have financial backers who push
for transmission facilities to be sold to unknown third parties if profits, changes in
business priorities, or other financial considerations dictate.

These types of problems are distressingly common across many planning regions, and even now
FERC’s current commissioners have begun to publicly recognize and comment on these failures.
Fortunately, Kansas does not need to wait indefinitely for the federal government to reinstate the
ROFR and fix all these problems, and instead can join numerous other states in rejecting Order
1000’s federal mandates by adopting Senate Bill 68.

By adopting this bill, Kansas can stand up against federal overreach and stand up for the needs of
Kansas electricity customers.

I thank the committee for its time and am happy to answer any questions you may have.
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ITC GREAT PLAINS

ITC Great Plains

- Established 2006

« ~470 miles of line serving Kansas and Oklahoma
« 138KV - 345KV range

« Capital investments: ~$568M to date




ITC GREAT PLAINS: Key Projects

KETA Project

174 circuit miles, 345 kV
Completed 2012

Eim Creek-Summit

e 30 circuit miles, 345 kV
« Completed 2016

Kansas V-Plan
o 244 circuit miles, 345 kV
« Completed 2014

Hugo-Valliant
* 18 circuit miles, 345 kV
« Completed 2012



ROFR LEGISLATION IN PLACE IN
MULTIPLE STATES



Study Shows Order No. 1000 Transmission
Solicitations Have Not Yielded Customer
Savings or Improved Transmission
Development Timelines

NEWS PROVIDED BY
ITC Holdings Corp. —
Aug 16, 2022,13:26 ET

Concentric Energy Advisors report reveals significant shortcomings accompany ‘competitive’

solicitations for regional transmission projects

NOVI, Mich., Aug. 16, 2022 /PRNewswire/ -- ITC Holdings Corp. (ITC) and other members of the
Developers Advocating Transmission Advancements (DATA) Coalition are calling attention to a
new study showing that unintended consequences of the Federal Energy Regulatory

Commission's (FERC) Order No. 1000 include project cost increases and schedule delays.

The study titled "Competitive Transmission: Experience to Date Shows Order 1000 Solicitations
Fail to Show Benefits" prepared by Concentric Energy Advisors, reveals that completed and
active competitive transmission projects awarded to non-incumbent developers experienced
an average of 12 months in schedule delays and 27% in cost increases, contrary to promises

made by competitive developers in winning bids.

Ten years ago, FERC issued Order No. 1000 in response to the growing challenge of planning
and constructing new transmission to keep pace with national and state energy policy

priorities. The order allows for public utility transmission providers to use competitive bidding
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to solicit transmission projects or project developers. Now a decade later, new emerging data of
so-called "competitive projects" now in service, or in advanced stages of development, show

significant shortcomings.

Using six projects awarded to developers through competitive solicitations, the study
investigated claims that Order No. 1000 solicitations contribute to cost savings and the timely

development of transmission infrastructure.

¢ One project from New York Independent System Operator's service territory experienced a
67% cost increase above the developer's promised cost cap, which is now attempting to
be recovered from customers. This calls to question whether competitive processes create
incentives for outside developers to submit overly aggressive bids to win projects.

e Another example from the Midcontinent Independent System Operator (MISO) region
found that the final cost for a competitive project was approximately equal to MISO's
planning-level cost estimate and the average of all the submitted bids, indicating no

benefit from the solicitation.

For the first time, these case studies provide policymakers the most accurate assessment of the

Order No. 1000 competitive process.

"These results add to the growing case that it is time to move in a new direction," said Nina
Plaushin, Vice President of Regulatory and Federal Affairs at ITC and DATA Coalition member.
"As FERC considers new reforms to regional transmission planning processes, it is clear we
must return to a collaborative planning model that has been proven to result in cost effective
transmission infrastructure. At a time when transmission investment is sorely needed to power
our transition to a clean energy economy and achieve the nation's climate goals, there is no

time to waste."

The study was prepared on behalf of the DATA Coalition, a group of transmission-owning
utilities consisting of Ameren, Eversource Energy, Exelon Corporation, ITC Holdings Corp.,

National Grid USA, Public Service Electric and Gas Company and Xcel Energy.

ABOUT ITC HOLDINGS CORP.



ITC Holdings Corp. is the largest independent electricity transmission company in the United
States. ITC provides transmission grid solutions to improve reliability, expand access to markets,
allow new generating resources to interconnect to its systems and lower the overall cost of
delivered energy. Through its regulated operating subsidiaries ITCTransmission, Michigan
Electric Transmission Company, ITC Midwest and ITC Great Plains, ITC owns and operates high-
voltage transmission infrastructure in Michigan, lowa, Minnesota, lllinois, Missouri, Kansas and
Oklahoma, and in development in Wisconsin. These systems serve a combined peak load
exceeding 26,000 megawatts along 16,000 circuit miles of transmission line, supported by
700 employees and 1,000 contractors. ITC is based in Novi, Michigan. For further information
visit WWW.ITC-HOLDINGS.COM. ITC is a subsidiary of Fortis Inc., a leader in the North American
regulated electric and gas utility industry. For further information visit WWW.FORTISINC.COM.

About Concentric Energy Advisors

Concentric Energy Advisors specializes in management consulting and financial advisory
services focusing on the North American energy and water industries. Through its subsidiaries,
CE Capital Advisors and Concentric Advisors ULC, Concentric provides capital market advisory

support and consulting services in Canada.

SOURCE ITC Holdings Corp.




















































































































