Table 2 (Cont.)
Case 2 Description

Evaluation Periad

June, 2000 June, 2001  June, 2002 June, 2003

o io 10 1o .
Case 2 May, 2001 May, 2002 May, 2003  May, 2004
Capacity Need (MW) 255 405 44D 480
Offered Capacity (MW) Capacity Utilized (MW)
LS Power 540,
UCcu 500 500 500 500
Aquila 1a 100, 100
Aquila 1b 75 75
Aquila 3 100
SPS A 75-160 75
SPS Peak 25 25
Basin <=100
NP Epemgy 100
Southen 100
CP&L 150}
NORAM 100,
Unit-Contingent Purchase 55 55
Peaking Contract
Total Capacity Additions {MW)] 255 500 S00 500
Excess Capacity (MW)] [¥] a5 60 20
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Table 2 {Cont.)
Case 4 Description

Evaluation Period

June, 2000 June, 2001 June, 2002 June, 2003

10 t0 1o to
Case 4 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need [VMW) 255 405 440 480
Offered Capacity (MW) Capacity Wtilized {MW)
LS Power 540
UCU 500
Aquila 1a 100 100
Aquila 1b 75 75
Aquila 3 100
SPS A 75-100 75 100 100 100
SPS Peak 25 25
Basin <=100
NF Energy 100 100 100 100
Southemn 100 100 100 100
CPaL 150 150 150 150
) NORAM 100 )
Unit-Contingenmt Purchese 55 55
Peaking Coniract ' 0
Total Capacity Additions (MW)| 255 450 450 480
Excess Capacity (MW) o 45 10 o
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Table 2 (Cont.)
Case 4h Description

Evaluation Period

June, 2000 June, 2001 June, 2002 June, 2003

o to 1o to
Case 4b May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW)} 255 405 440 480
Offered Capacity (MW) Capacity Wtilized (MW)
LS Power 540
Ucu 50
Aquila 1a 1007 100
Aquila 1b 75 75
Aquila 3 10D
SPS A 75100 75
SP5 Peak 251 25
] Basin <=100
NP Energy 10 100 100 100
Southem 100 100 100 100
CPEL 150 150 150 150
NORAM 100 100 100 100
Unit-Contingent Purchase 55 53
Peaking Contract 30
Total Capacity Additions (NWA)} 255 450 450 480
Excess Capacity (MW] 0 45 10 ]
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Table 2 {Cont.)
- Case 6 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
1o to to to
Case & May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need {MW) 255 405 440 480
Offered Capacity ( Capacity Utilized {MW)
LS Power 540
UCU 500
Aquila 1a 100 100
Aquila 1b 75] 75
Aquila 3 100 100 100 100
SPSA 75100 75 100 100 100
SPS Peak 25 25
Basin <=100 '
NP Energy 100 100 100 100
Southern 100 100 100 100
CP&L 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract: 5 40 80
Total Capacity Additions (MW)] 255 405 440 480
Excess Capacity {MW) 0 0 0 a
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Table 3

RealTime Modeting Results with Sales
Jumy 1, 2009 5 May 11, 004
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AQUILA, INC.
CASE NO. ER-2004-0034
MISSOURI PUBLIC SERVICE COMMISSION
DATA REQUEST NO. MPSC-607

. SUPPLEMENTAL RESPONSE
DATE OF REQUEST: December 2, 2003
DATE RECEVED: December 2, 2003
DATE DUE: ~ December 22, 2003
REQUESTOCR: Cary Featherstone

BRIEF DESCRIPTION: Support for the EWG Build Option

QUESTION:

With respect to the meeting with Bob Holzwarth and Frank DeBacker on October 28, 2003, 1.
pleass supply all analyses relating to the need for Missouri Public Service capacity used to
supporl recornmendation presented to Mr. Bob Green during summer of 1998 to "buitd”
generating capacity as an exempt wholesale generator (EWG) non-regulated unit. 2. Provide
any notes taken at this meeting by all of those present. 3. Provide letiers, e-mail,
correspondence and any other communication generated as result of the presentation made
by the regulated entity UtiliCorp Power Supply for the EWG proposal.

RESPONSE:
1. Analyses relating to the need for additional power supply resources for Missouri
Public Service was communicated to Staff and OPC through the following:

Attachment 1 — Letter of April 7, 1998 to Mike Proctor, Staff, With a copy to
Ryan Kind, OPC.
Attachment 2 — 1998-2003 Preliminary Energy Supply Plan presented to Staff
and OPC on August 24, 1998

2. Any notes taken at the referenced meeting are no longer available,

3. Any letters, e-mail, correspondence, and other communication are no longer
available.

ATTACHMENT:

Attachment 1 — Letter of April 7, 1998 to Mike Proctor, Staff, With a copy to Ryan Kind,
OPC.

Attachment 2 — 1998-2003 Preliminary Energy Supply Pian presented to Staff and OPC on
August 24, 1998

ANSWERED BY: Frank DaBacker

SIGNATURE OF RESPONDENT

Supplemental Response: See altached “Report on the Evaluation of Power Supply
Proposals” dated 8/28/98. Missing page 2 was found and included in this complete copy of
the report. Also Included is the 2/1/99 update on “Report on the Evaltyation of Power Supply
Proposals™,
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Supplemental Attachments: Hard copy of “Report on the Evaluation of Power Supply
Proposals® dated 8/21/98 and update to “Report on the Evaluation of Power Supply
Proposals™ dated 2/1/99. :

Supplemental Response ANSWERED BY: Frank DeBacker

w2
P-4
1

RECEIV
vl 2 0 2003

LTILITY SERvices
PUBLIC SERVICE co':i?m%‘s:om
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T iBurns

February 1, 1999

Mr. Frank DeBacker

Vice President - Fue] & Purchased Power
Utilicorp United

10750 East 350 Highway

Kansas City, Missoun 64138

Report on the Evaluation ower Supply P,
Mr. DeBacker:
This letter summarizes the results of Bums & McDonnell's evaluation of power supply

proposals. UtiliCorp United (UCU) provided the proposals and updated offers from
Houston Industries (HI) and Merchant Energy Partners (MEP).

" The objectivg of the evaluation was to verify that the information from the proposals had

been accurately input into the model. The ¢valuation was also performaed to determine
the power supply option which, when combined with UCU's existing resources, would
result in the lowest total cost of power supply for UCU during the evaluation period of
June 1, 2000 to May 31, 2005. The evaluation was performed using the RealTime
production cost modeling software written by the Emelar Group and utilized the
RealTime database of existing power supply resources provided by UCU.

Burns & McDonnell verified that the information provided by UCU had been carzectly
input into the miodel. Assumptions made in the evaluation of the offers were provided by
UCU and included the natural gas price forecasts, spot energy market price forecasts, and
energy sales price forecasts. Burns & McDonnell has reviewed these assumplions and
determined that they are reasonable.

The results of the RealTime modeling are shown on the attached tables. Both proposals
were modeled under a base, low, and high gas price forecast and a base, low, and high
energy market price forecast. All cases were run with and without the sale of energy not
required by UCU. The energy to be sold could be provided by any available resources in
each case modeled.

As shown in the tables, the total expenses of the two proposals were very similar across
all of the cases un. The NPV of total costs for the MEP option is slightly less than the

HI option in all but one case. The HI proposal was less expensive in the case involving
the base gas price forecast, low market energy prices, and no off-system sales,

EMGUIERS = ARCUITITS = (RUSIATANTY

P 400 Word Parkway

K ansos City, Missours 641143319

Te=t §16 333-9400
Few: 816 333-3690
1ig:/fwew. burnsmed com
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Mr. DeBacker
February 01, 1999
Page 2

We appreciate the opportunity to be of service to Utilicorp United. We would also like to
express our appreciation for the cooperation we received from you and Mr. Roger Parkes

during the evaluation process. If there are any aspects of the analyses that you wish to
discuss, please do not hesitate to call us. :

Sincerely,

H il

/James M. Flucke, P.E.
Project Manager '
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Without Off System Saies

From>
To>

Base Ges & Mid
Merchant Energy Partners

Houston Indusiries

Low Gas & Mit
Merchant Energy Pariners
Houston Indusites

High Gas & Mkt :

Merchant Energy Partners
Houston Industies

ase G '
Merchant Enemy Partners
Houston Induslries

Base Gas & Low Mit
Merchant Energy Partners

Houston Industries

With O System Sales

Base Gas & Mit
Merchant Energy Partners

Houston Industries
Low Gas & Mkt -
Merchant Energy Partners
Houston Indusires
High Gas & Mkt :
Merchart Energy Pattners
Houston Industites
Base Gas & Higlj Mt
Merchant Energy Pariners
Houston Industries
Base Gag & Luw.Mkt- )
Merchant Enesgy Pariners
Houston Indusiries

Missouri Power Supply
Bid Comparison

6!1!1'_000 - 513112005
$x1,000

Annus) Cost 1,500 NEY
Jon00  Jimd1 | Jun02  Jun03  Jundd  Jun00
May-01 May02 May03 May04 MaydS  Mey0S
108,388 130,053 135381 143,852 1454109 530017
108388 125074 136,981 345432 156,081 © 532,248
107,201 128131 133679 141,514 150536 szi.roo'
107201 127071 VR707 142433 152475 522511
109,286 131,741 136817 145960 157239 _m7;054
108287 130352 138055 147,781 15953% 539738
108286 131611 136202 144002 155416 534428
108287 130372 137863 147227 458542 538522
107201 128216 34081 142533 152026 523,854
107,201 127,093 133,884 142788 152550 523,348
104398 124280 125,783 135176 145695 501,582
104496 123971 132218 141965 152,742 516,301
104900 124,188 127032 135426 144548 502371
105059 123833 131,134 140080 145,887 512,508
103334 123,485 123798 134300 146379 498,234
103366 122,870 132193 143082 455022 51661
103,334 120245 12774 132855 143683 - 494100
103385 122,768 131681 142000 153522 514,421
104000 124310 127710 . 136885 146,458 505385
105051 123912 131452 140701 150,685 513833
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Merchant Energy Partners

Annual Ownership and Operating Cost

From>
To>

Aquila Capacity Paymant

MEP Capacity Payment

SEC Capacity Payment

Unlon Electrizc Capacity Payment
Long Term Peaking Capacity Cast
Short Term Peaking Capacity Cost
Gas Reservalion Cost

Total Fixed Costs

Without Off System Sales
MWh $ w/Basa Gas & Mt

*" Total Cost

MwWh § wilLow Gas & Mkt
Total Cost

Mwh 3 w/ High Gas & Mkt
Total Cost

MWh $ w/Base Gas & High Mkt

Totat Cos!
MWh § w/Base Gas & Low Mit
Total Cost
With Off System Sales
MWh § wiBase Gas & Mkt
Total Cost
Mwh $ w/Low Gas & Mkt
Total Cost

MWH § wf High Gas & Mkt
i Total Cost

Mwh $ w/Base Gas & High Mkt
: Total Cast

Mwh § wiBase Gas & Low MKt
Total Cost

Annual Fixed Cost

$x1,000
Jua-B0 Jun-01
May-01 May-02
4,856
17,686
7,566 6,693
7176
6,890
18,608 31,278

88,778

- 108,388

87,592
107,201

89,678
109,288

88,678
100,286

87,582
107,201

84,788
104,328

85,202
104,900

83,725
103,334

83,725
103,324

85,202
104,800

Jun-02
May-03

27,660

6,880

34,550

Jun-03
May-04

27.660

2,837
6,890

37,387

Total Annual Supply Cost

98,774
130,053

96,852
128,11

100,462

131,744

100,332
131,611

86,937
128,246

83,001
124,280

22,818
124,198

92,207
123,486

1,568

" 123245

83,040
124,319

400,831
135,381

98,128
133,679

102,267
136,817

101,652
136,202

99,537
134,081

91,233
125,783

92,482

127,032 .

B9,248 .

123,788

88,224
122,774

93,160
127,710

. 108,585

143,852

104,127

141,514

108,582
145,969

107,515
144,902

105,146
142,633

97,780
135,176

98,040
135,426

97,012

134,389 .

85,272

132,659

99,488
136,885

Jun04
May-05

27,660

6,307
6,820

40,847

113157
154,103

109,588
150,536

- 116,203

157,239

114,469
155,416

111,079
152,026

104,748
145,695

103,601
144,548

105,433
146,379

102,736
143,683

105,511
146,458
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From>
To>

Houston Capacity Payment

Aquiia Gapacity Payment

SEC Capacity Payment

Union Electric Capacity Payment
Long Term Peaking Capacity Cosl
Shor Tern Peaking Capacity Cost
Gas Reservation Cost

Total Fixed Costs

MWh $ w/Base Gas & Mkt
.* Total Cost

‘ MWh § w/Low Gas & Mit
Total Cost

MWh $ w/ High Gas & Mkt
Total Cost

Mwh § w/Base Gas & High Mkt
Total Cost

MWh $ w/Base Gas & Low Mkt

Total Cost

With Off Svstem Sales -
MwWh § w/Base Gas & Mkt
Total Cost

MWh $ w/low Gas & Mkt
Total Cost

MWh $ w/ High Gas & Mkt
Total Cost

MWh $ w/Base Gas & High Mkt
’ Total Cost

MWh § wBase Gas & Low Mkt
Total_ Cost

$x4,000 ’
Jun-00 Jun-01 Jun-g2 Jun-03
Muay-01 May-02 May-03 May-04
23,576 23,576 23,576
4,868
7.565
7,178
2837
8,755 8,755 8,756
19,608 32,331 32,33 35,168
Total Annyzl Suppiy Cost
88,780 56,743 103,850 110,264
108,388 129,074 136,181 145,432
87,592 84,740 101,375 107,271
107,201 127.071 133,707 142 439
88,678 98,021 105,724 112,613
109,267 130,352 138,055 147,784
89,678 68,041 105,531 112,059
109,287 130,372 137,863 147,227
B7 592 84,761 101,553 107,620
107,201 127,093 133.3_84 142,788 -
84,688 91,638 99,886 108,797
104,496 123,971 132,218 141,865
85,442 91,501 98,802 104,812
105,051 123,833 131,134 140,080
83,757 80,539 99,861 107.624
103,368 122,870 132,183 143,092
83,757 80,437 99,349 106,822
103,366 - 122,768 131,681 142,020
85,442 91,587 99,120 105,833
105,051 131,452 140,701

123,918

o Houston Industries
Annual Ownership and Operating Cost

Jun-04
May-05

23,576

6,387
B,755

38,728

117,353

- 156,081

113,454
152,179

. 120,803

159,551

119,814
158,542

113,922
152,650

114,014
152,742

111,153
149,887

116,283
185,022

114,794
153,522

111,857
150,685
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August 21, 1998

Mr. Frank DeBacker

Py Vice President - Fuel & Purchased Power
Utilicorp United

10750 East 350 Highway

Kansas City, Missouri 64138

-4~ 80

Report on the Evaluation of Power Supply Proposals

Mr. DeBacker:

This letter summarizes the results of Burns & McDonnell's evaluation of power supply
proposals made in response 10 the request for proposals (RFP) issued by Utilicorp United
(UCU). The proposals were opened on July 6, 1998 with representatives of UCU and
Bumns & McDonnell in attendance. Proposals were received from the following
companies in alphabetical order:

Aguila Power Corporation (Aquila)

Basin Electric Power Cooperative (Basin)
Carolina Power & Light Company (CP&L)

LS Power, LLC (LS Power)

NorAm Energy Services (NorAm)

NP Energy, Inc. (NP Energy)

Southern Company Energy Marketing (Southcrn)
Southwestern Public Service Company (SPS)

The objective of the evaluatian was to determine the power supply option or combination
of power supply options which, when combined with UCU's existing resources, would
result in the lowest total cost of power supply for UCU during the evaluation period of
June 1, 2000 to May 31, 2004. The evaluation was performed using the RealTime
production cost modeling software written by the Emelar Group and utilized the
RealTime database of existing power supply resources provided by UCU. Assumptions
made in the evaluation of the offers are listed in Table 1. This list of assumptions
includes alt information used in the modeling that was not specifically provxded in the
offers.

Combinations of the power supply options were made as necessary 1o minimize total
expenses and meet the capacity requirements of UCU in the evaluation pertod. The
timing and combinations of offers for the lowest cost cases are shown in Table 2 at the
end of the report. Each case was run under two different scenarios. The first scenario
allowed the energy not required by UCU to be sold. The sale price used in the model for

“INGINERS + ARCHITECTS » COMSUITANTS
408 Word Packwey

Kansor ity Misseuri §4114.3317
Il 516 313.9400

Fox: 813 3133690

Lisp:sHwave burasred com
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August 21, 1998
Page 2

this surplus energy was the spot market price of energy less $32.00/MWh. The spot
market energy price forecast and the adjustment for the energy sales prices were provided
by UCU. The energy to be sold could be provided by any available resources in each
case modeled. The second scenario did not take into account the sale of surplus energy,

Table 3 shows the resulis of the RealTime modeling for the scenario with energy sales.
The cases shown in the table represent the lowest cost cases developed by Bums &
McDonnell. The lowest cost option includes a combination of purchases from Aquila,
SPS, and a 55 MW unit-contingent purchase in the first twelve months of the study
period and the addition of 500 MW of combined cycle capacity by UCU on June 1, 2001.
This combination of resources results in total expenses of $391,167,001, approximately
$25 million iess than the next jeast expensive case which mciudes the same purchases and
combined cycle units offered by LS Power.

The relative cost rankings change considerably if sales are not taken into consideration as
shown in Table 4. The lowest cost case without sales of excess energy includes
purchases from Aguila, SPS, and a 55 MW unit-contingent purchase in the first twelive
months of the evaluation period and purchases from CP&L., Southern, NP Energy, and
Aquila over the remaining three years. The case including the addition of combined
cycle units by UCU has total expenses of approximately $7 million more than the least
cost ease gver the evaluation period.

We appreciate the opportunity to be of service to Utilicorp United. We would also like to
express our appreciation for the cooperation we received from you and Mr. Roger Parkes
during the evaluation process. If there are any aspects of the analyses that you wish to
discuss, please do not hesitate to call us.

Sincerely,

Mot R Frset T,

Daniel A. Froelich, P.E.
Vice President

P74

James M, Flucke, P.E.
Project Manager
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Table 1
Assumptions Made for ReaiTime Modeling

Evaluation period - June 4, 2000 io May 31, 2004,

Capacity and demand forecasts for 2001-2004 provided by Uilicom.

Spot market energy price forecasi provided by Utilicorp.

MPS intemal wheeling charges are assumed to the same for bath generation builf internal to the MPS
fransmission system and power deifivered from outside the MPS transmission system.

MPS natural gas price forecast provided by MPS equals Henq} Hub Index price forecast mirus £0.09/mmBtu plus
$0.35/mmBtu in transmission charges.

Al the direction of Uiiticorp, peaking capacity assumed o be available for $4.00%W-mo.

Sales of excess energy were made at the spot market energy price less $2.00Wh.

Information on 55 MW unit-contingent purchase provided by Utilicom,

Aquila .
Transmission charges of $1,997/MW-mo. based on present transmission charges of Entergy and Ameran.

Basin Electric Power Caoperative

Carolina Power & Light
Cost of natural gas assurned fo be equal to Utilicorp's cost of natural gas.
Assumed contract could start on June 1, 2001.

LS Power -

The effect of the 10-year contract beypnd the evaluztion period has not been taken into consideration.
Caost of natural gas assumed to be equal to Utilicorp's cost of natural gas.

Assumed Avzilability Adjustment Factor equal ta one for the second and third years of the contract.
Gross Domestic Price Deflator assumed to equal three percent

NorAm
Transmission charge of $988/MW-mo. based on present Ameren transmission charges and $4.37/MWh provided by NorAm. .

NP Energy .

Market based hourly energy price forecast provided by Utilicom.

Transmission charge of $2,437/MW-mo. provided by Utilicorp.

Assumed losses of 4.2% for bath capacity and energy price provided by Utilicorp.

Energy price equals market based price forecast plus $3.40/MWh in transmission charges plus 4.2% losses.

Southern Company
Cost of natural gas assumed to be equal to Henry Hub Index price forecast pravided by Utilicorp.
Transmission charges of $1,897/MW-mo. based on present transmission charges of Entergy and Ameren,

5PS

Option A assumed to be available for a one-year term based on discussions with Utilicarp.

Assumend {ransmission charges equal 1o $4,033MW-mo. provided by Uilicorp.

Capacily charges not included in model but were added to the tolal expenses on the "RealTime Modaling Results” spreadsheet.
Assumned losses of 8.05% for both capacity and energy provided by Utilicorp.

Utilicorp United

Fuel costs based on heat rate curves and natural gas price forecasts provided by Utilicarp,

Combined-cycle capacity addition of 500 MW on June 1, 2004,

Capacity charge of $5 50MW-mo with no escalation assumed for CC unity based on discussions with Utlicorp,

Operation 8 Maintenance cost forecast provided by Utiticorp.

Capadity charges not included in model but were added to the total expenses on the "RealTime Modeling Results™ spreadsheet,
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Table 2

Case 1 Description

Evaluation Period

June, 2000 June, 2001 June, 2002  June, 2003

to to to to
Case 1 May, 2001 May, 2002. May, 2003 May, 2004
Capacity Need {MW) 255 405 440 480
Offered Capacity {MW) Capacity Utilized (MW)
LS Power 540 540 540 540
ucy 500
Aguila 13 100] 100
Aquila 1b 75 75
Aguila 2 100
SPSA 75100 75
SPS Peak 25 25
Basin <=100
NP Energy 100
Southemn 100
CP&L 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract
Total Capacity Additions {(MwW) 255 540 540 540
Excess Capacity (MW) 0 135 100 60
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Table 2 (Cont.)
Case 2 Description

Evaluation Period

June, 2000 June, 2001 June, 2002 June, 2003

to to to to
Case 2 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need {MW) 255 405 440D 48D
Offered Capacity (MW Capacity Utiiized (W)
LS Power 540 )
Ucuy 500 500 500 500
Aquila 1a 100 100
Agquila 1b 75 75
Aguila 3 100
SPSA 75100 75
SPS Peak 25 25
Basin <=100
NPEnemy 100
Southemn 100
CP&L 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract
Total Capacity Additions (MW) 255 500 500 500
Excess Capacity (MW) o a5 60 20
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Tabie 2 (Cont.}
Case 3 Description

Evaluation Period

June, 2000 June, 2001 June, 2002  June, 2003

io to to 1o
Case 3 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need {MW) 255 405 440 480
Ofiered Capacity {MW) Capacity Utitized {MW)
LS Power 540
Ucy 5001
Aguila 1a 100 100
Anuila 1b 75 75
Aguila 3 100 100 100 100
SPSA 75100 75 100 400 400
SPS Peak 25 25
___Basin <=100]
NP Energy 100
Southem 100 100 100 100
GP&L 150 150 150 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract 30
Total Capacity Additions (MW) 255 - 450 450 480
Excess Capacity (MW) 0 45 10 0
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Table 2 {Cont.)
Case 4 Description

Evaluation Period

June, 2000 June, 2001 June, 2002 June, 2003

to fo to to
Case 4 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW)] 255 405 T 440 480
Dffered Cagacity (MW) Capacity Utilized {MW)
LS Power 540
UCcu 500
Aquila 1a 100 100
Aguila 1b 75 75
Aquila 3 100
SPS A 75100 75 100 100 100
SPS Peak 25 25
Basin ==100
NP Energy 100 100 100 100
Southern 100, 100 100 100
CR&L 150 150 150 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract : 30
Total Capacity Additions (MW) 255 450 450 480
Excess Capacity (MW) 0 45 10 0
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Table 2 (Cont.)
Case 4a Description

Evaluation Period
June, 2000 June, 2001 Jime, 2002 June, 2003
to to to to
Case 4a May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW)] 255 405 440 480
Oftered Capacity (MW) Capacity Utilized (MW)
LS Power 540
ucu 500
Aguila 1a 100 104
Aguila 1b 75 75
Aquila 3 100 100 100 100
SPSA 75100 75
SPS Peak 25 25
Basin <=100
NP Energy 100 100 100 100
Southem 100 100 100 100
GP&L 150 150 150 150
NORAM 100
Urit-Contingent Purchase 55 55
Peaking Contract 30
Total Capacity Additions (MW)| 255 450 450 480
Excess Capacity (MW) 0 45 10 0
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Table 2 (Cont.}
Case 4b Description

Evaluation Period

June, 2000 June, 2001 June, 2062 June, 2003
to - to to to

Case 4b May, 2001 May, 2002 May, 2003 May, 2064
Capacity Need (MW) 255 405 440 480
Offered Capacity {MW) Capacity Utilized (MW)
LS Power 540
ucu 500
_ Aquila 1a 100 100
Aquila 1b 75 75
Aquila 3 100
SPSA 7500 75
SPS Peak 25 25
Basin <=100
NP Energy 100 100 100 100
Southem 100 100 10D 100
CPaL 150 150 150 - 150
NORAM 100 100 100 100
Unit-Contingent Purchase 85 55
Peaking Comtract 30
Yotal Capacity Additions (MW)| 255 450 450 480
Excess Capacity (MW} 0 45 10 0
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Table 2 {Cont.)
Case 5 Description

Evaluation Period

June, 2000 June, 2001 June, 2002 June, 2003

o to to to
Case § May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW) 255 405 440 480
Offered Capacity (MW) Capacity Utilized (MW)
LS Power 540
LCuU 500
Aguila 1a 100 100
Aqguila 1b 75 75
Aquila 3 100 100 100 100
SPS A 75-100 75 100 100 100
SPS Peak 25 25
Basin <=100
NP Energy 100§ 100 100 100
Southern 100 :
CPaL 150 150 150 150
NORAN 100 ' )
Unit-Conlingent Purchase 55 55
Peaking Contract 30
Total Capacity Addiftons (MW)] 255 450 450 480
Excess Capacity (MW) 0 45 10 o
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Table 2 {Cont.}
Case € Description

Evaluation Period

June, 2000 June, 2001 June, 2002 June, 2003

to to to {o
Case 6 May, 2001 May, 2002 May, 2003  May, 2004
Capacity Need {MW) 255 405 440 480
Offered Capacity (MW) Capacity Utilized {MW)
LS Power 540
Ucu 500
Aquila 1a 100 100
Aquila 1b 75 75
Aquila 3 100 100 100 100
SPSA 75100 75 100 100 100
- SPS Peak 25 25
Basin <=100
NP Energy 100 100 100 100
Southem 100 100 100 1060
CPé&L 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract 5 40 80
Total Capacity Additions (MW) 255 405 440 480
Excess Capacity (MW) 0 0 0 0
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Table 2 (Cont.}
Case 7 Description -

_Evaluation Period
June, 2080 June, 200t .June, 2002 June, 2003
10 o to to '
Case 7 May, 2001 May, 2002 May, 2003 May, 2004 : ’
Capacity Need {MW) 255 4D5 440 480
Offered Capactity (MW) Capacity Utilized {MW)
LS Power 540
) Ucu 500
Aquila 1a 100 100
Aguila 1b 75 75
Anquila 3 100 100 100 100
S5PS A 75-100 75 100 100 100
SPS Peak 25 25
Basin <=100
NP Energy 100
Southem 100 100 100 100
CPRAL 150
NORAM 100 100 100 100
Unil-Conlingent Purchase 55 55 ‘
Peaking Contract 5 40 BO
Total Capacity Additions (MW) 255 405 440 480
Excess Capacity (MW)] 0 ) 0 0
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RealTune Modeling Resuits without Sales
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Highly Confidential

Interview of UtiliCorp
Regulated Utility Operations
Personnel
Frank DeBacker
Robert Holzwarth

Dated: October 28, 2003
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AQUILA, INC.
CASE NO. ER-2004-0034
MISSOURI PUBLIC SERVICE COMMISSION
DATA REQUEST NO. MPSC-548

DATE OF REQUEST: November 17, 2003

' DATE RECEWED: November 17, 2003
DATE DUE: December 7, 2003
REQUESTOR: Mark Oligschlacger

BRIEF DESCRIPTION:  Aries Power Plant

'QUESTION:

Please review the altached set of notes taken by Staff of Aqulla representations made at the
metling batween Staff and Aquila representatives on Oct 28, 2003, concaming the Ares
power plant. leemakeanyrevslonsoraddmmsnecessawloacwratelywwwmtw
DeBacker and Mr, Holzwarth stated during this meeting.

RESPONSE:
Attached s a revised set of notes.
ATTACHMENT:

MEETING NOTES of inlerview of Missouri Public Service personnel — fevised Nov. 20,
2002,

ANSWERED BY: Frank DeBacker

SIGNATURE OF RESPONDENT
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AQUILA INC |
Casc No. ER-2004-0034 .
HIGHLY CONFIDENTIAL |

MEETING NOTES of interview of Missouri Public Service personnel

Attmdmg from Missouri Commission Staff: Cary Featherstone, Mark Oligschlaeger
Attending from Aquila: Frank DeBacker, Robert Holzwarth, Denny Williams

Locaﬁon: Aquila Headqua!ters-—zoo West 9%, downtown Kansas City, Mo. | |
Date: October 28, 2003

Time: 9:45 am to 1:30 pm

(Note: References to “Aquila™ generically refer to both the current organization and the
orgenization known as “UtiliCorp Upited" prior to the name change to Aquila in 2002.

: . . \
References to the merchant Operatnons of Aqmla will be specifically referred to as “Aquila -
Merchant.™) '

Frank DeBacker retired from Aquila on June 30, 2001. Since then, hehas wofked part-time with
Burns & McDonnell. He is currently working part-time for Aquila as a consultant in relation to
the current Missouri rate case (Case No. ER-2004-0034). He was brought back as a contractor 1o
specifically respond to the Staff’s inquiry into the purchased power capacity contract with the
Aries Partoers. In 1598-99, Mr. DeBacker held the position of Vice-President — Fuel and
Purchased Power on Aquila’s regulated side. He reported then to Robert Holzwarth, Mr.
DeBacker had coal, freight and purchased power under his axthority. He did not have natural

gas, which was done in Omaha, NE. Phil Rogers worked with Mr. DeBacker on the acquisition
of coal supply for the regulated generating units.

Mr. DeBacker ongma]ly came {0 Aquila (Utilicorp) when the Company acquired the electric
properties of Centel in early 1990s. He came from Colorado to Missoutig-mid1990s-{to

Kansas City in June 1995). He was in charge of power supply resources for Missouri, Kansas
and Colorado from1996 through June 2001.

The electric regulated operations of Aquila consist of Missouri Public Service (MPS) (and as of
January 2002, St. Joseph Light & Power) operating in state of Missouri, West Plains of Kansas

{WPK) operating in state of Kansas and West Plains of Colorado (WPC) operating in castern
side of Colorado.

Mr. Holzwarth is still employed full-time with Aquila, and is currently between assignments; he
recently returned from Australia as where he was CEQ of United Energy. In 1998-99, Mr. |
Holzwarth was Vice-President/General Manager — Power Services (UPS) on Aquila’s regulated
side. He reported to Harvey Padawer, who was a Senior Vice-President with Aquila (UtiliCorp).
Mr. Padawer reported to Bob Green, UtiliCorp President. Mr. Padawer is no longer with Aquila

or any its affiliates. Mr, Featherstone stated that Mr. Green is still on the Aquila payroll. Mr. |
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He left Canada for Australia in 2000-2002 and became the Chief Executive Officer of United .
Energy. The Australian operation -cemapany was sold by Aquila and closed as of July 24, 2003,

As Vice President of UPS, Mr. Holzwarth was over all three of Aquila’s states that had electric
operations and had four direct reports:

~Mike Appril- Wholesale

--John Browning—Dispatch and off-system sales
~Gienn Keefe—Generation (operations of power plants)
~Frank DeBacket—Fuel & Purchased Power

Mr. Keith Stamm, curreatly Aquila’s Chief Opetating Officer, was head of Aquila’s (UtiliCorp)
Australia operations but left to head up Aquila Merchant. Mr. Stamm started out at Missouri

Public Service Company as an engineer, the predecessor company to Aquila (UtiliCorp). Mr.
Stamm left for Australia from MPS in 1997.

As VP-Fuel, Mr. DeBacker was responsible for issuing Request For Proposals (RFPs) for
purchnsed power, and negotiating with the bidders. MPS’ need for power starting in 2001 led to
the issuing of an RFP in 1998, which was largely caused by the expiration of major Jong-term
capacity power contracts MPS had with Union Electric (UE) and Associated Electric
Cooperative (AEC) for 150/180 megawatts, as well as the expiration of a smaller three-year
contract with Kansas City Power & Light (KCPL). Load growth also contributed to MPS need
for power in the 2001-2005 timeframe UtiliCorp had problems with UE on this power contract
and UE ultimately terminated the agreement. They are not sure why UE was not interested in
renewing its contract. With the AEC confract, there were generation and transmission
difficulties in receiving the power from that company — consequently Aquila did not want to
renew that contract, The AEC agreement provided caergy at masetprice the marginal cost of
AEC’s system energy plus 10% which was trending towards the repional market price due to the

above mentioned difficulties, Both of these capacity agreements ended in 2000/2001 time
period. '

The KCPL capacity agreement was for summer peaking (3 months or6 months) contract for 3
years. Had marginal costs increase.

Neither UE, AEC nor KCPL submitted bids in response to the 1998 RFP,

There was a significant power price “spike” in summer of 1998. The price of power was well

. known when the media reported power costs as high as $5,000 per mogawatt hour. After

summez of 1998, every one had “big interest” in building generation. The market price of power
for 1999 looking to 2000 was very volatile. MPS did not want to rely on the wholesale spot
market for power — they wanted to have a fixed price contract with a specific resource(s). Mr.
DeBacker said they “needed resource that you could count on what the price would be.” The

1998 RFP called from bids related to specific generating resources, as MPS did not want to rely
upon a “system energy” purehase.
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In 1998, and for some time before that, Aquila was concerned with the uncertainty of the firture
direction of the electric industry: the possibility of restructuring, retail access, etc. The

. possibility of these events occurring were demonstrated by the March 1998 Missouri

Commission-sponsored Electric Restructuring Task Force Report. In recognition of this
environment, Aquila (UtiliCorp), the Commission Staff and the Office of Public Counsel entered
into a Joint Agreement that was approved by the Missouri Commission in an Order dated June .
1998. The Joint Agreement provided for modifications to the Commissjon’s Integrated Resource o
Planning process as it applied to Aquila, and also laid out Aquila’s strategy to meet its immediate o ._
power needs through an RFP for purchased power, due to the current electric industry S
environment. MPS did not intead to build and include in rate base generating vnits to supply its
power needs. Thus, Aquila (UtiliCorp) through its regulated MPS division never considered
building gencrating capacity as a “regulated” unit. The five-year period covered by this RFP was
chosen because any longer period might have exposed Aquila to the risk of 10sing customers
through retail access; some at Aquila thought five years was too long for a power solicitation.
The 5-year period would serve the regulated needs through May 31, 2005.

The philosophy of “buy/not build” in regand to power supply, taken in response to perceived
electric indusiry uncertainty, was an Aquila (UtiliCosp) corporate strategy in place by 1998; it
wasn’t just Mr. DeBacker’s and Mr. Holzwarth’s belief at that time. The Aquila (UtiliCorp)
philosophy was consistent with MPS’ strategy in 1998. MPS took the position to depend on
purchased power for short-term power needs, no construction of regulated power plants. The
Aquila (UtiliCorp) divisions in Colorado and Kansas followed this same approach. Bob Green,
Jim Miller and Harvey Padawer communicated the “buyfnot build” strategy for the regulated
entities. This strategy is not set down in writing, to DeBacker’s and Holzwarth’s knowledge, but
was no secret within Aquila. Mr. Holzwarth was present at onc meeting where Bob Green
expressed the “buy/not build” philosophy. Among the senior officers still with Aquila, Rick
Green, currently Chairman, President and Chief Executive Officer could address this philosophy-
if necessary. .

Both Mr. DeBacker and Mr. Holzwarth indicated that UtiliCorp was concemed about the future -
of retdil competition / retail access and was concerned about the “stranded costs™ relating to loss
of customers to competition from “customer choice™. The Company wanted to “stay short in the
matket” (stay in market 3 to 5 years only). The decision to “stay short” in the market was made
by UtiliCorp in 1996/ 1997 time frame. Mr. Holzwarth said, “what would happen if you build
big units (generating units) and balf your customers went away?” When asked if ¢ither of them
knew of any system (electric system) where balf the customers “went away”™ neither Mr.
DeBacker nor Mr. Holzwarth knew where this bad occurred. Mr. Holzwarth cited the

competition that was occurring in other states such as Pennsylvania, New Jersey, New York and
Nlinois.

In 1998, the only economic analysis performed to assess MPS® power options for the first years
of the next century were for a three-to-five year period only. Building plants for MPS” rate base
was not considered as an option, but Holzwarth’s group did consider building a generating plant
as an unregulated Exempt Wholesale Generator (EWG) within MPS. Building a unit as part of
an EWG was viewed as superior {o including 2 regulated unit in rate base because there was less
risk to Aquila of stranded costs if retail access was allowed in Missouri. Pjus, the EWG proposal
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allowed MPS to better control costs and to “control its own destiny” in regard to power supply,
and also allowed MPS the opportunity to profit on a non-regulated basis in the wholesale
marketplace through the sele of energy as off-system sales. The analysis performed by UtiliCorp
for the EWG never assumed MPS to be a customer of the MPS EWG unit beyond the original
five-year power supply proposal in the RFP. Mr. Holzwarth stated that the MPS EWG option
‘was presented at a meeting attended by Bob Green, then UtiliCorp President, and Harvey
Padawer (maybe Jim Miller as well). The MPS EWG option was rejected because of questions
raised at the mecting the risk of a massive EWG operating failure when taking into consideration
MPS’ relatively small size; how to obtain generating economies of scale, since a separate
organization within MPS would have to be responsible for the EWG unit; MPS’ lack of
familiarity with the combined-cycle technology; and regulatory scrutiny of possible cross-
subsidies between MPS' regulated and non-regulated sides.- Mr. Holzwarth said some of the
questions posed at this meeting where he recommended that MPS (through UPS) build non-
tegulated EWG generating unit were: How can MPS operating people manage the EWG also?
‘What would be the “risk” to cash? Where would you get economies of scale from a regulated

opetation running a non-regulated EWG operations? Mr. Holzwarth stated he did not have
answers to these questions.

So, the decision was made to obtain power from other sources. They are not aware of any

records documenting the Teasons for the M‘PS EWG opuon rejemon by Aquﬂa senior
management. VI e

a ; S ;- olved MIHolzw@_hstatedthatth
ulumgte decmon ‘WOU]d have been made by Bob Green and/or Hatvey Padawer; however, th

COonSs inion of senior management a requl wer plant with i tential
stranded cost issues was not desirable. Mr. Holzwarth indicated he did not make the decision, he

only made the presentation recommending that his group UtiliCorp Power Supply build a
generating unit as a non-regulated EWG.

If the MPS EWG option had been picked to supply power for MPS' regulated customers, MPS

would still have only entered into a 3 to 5 year capacity purchased power contract with-the EWG,
in accord with the Aquila “buy/not build” corporate philosophy in effect at that time.

‘Were Bob Green, Harvey Padawer and Jim Miller involved in meetings dealing with Aquila
Merchant matters? DeBacker and Holzwarth said Padawer would have been; he was head of
Aquila Merchant at the time and reported to Mr. Green. They supposed Bob Green would have
met with Aquila Merchant people; Bob Green as President of Aquila (UtiliCorp) was over
Aquila Merchant as well as the regulated ntility operations. Mr. DeBacker and Mr, Holzwarth
were not sure about Mr, Miller, Senior Vice President of UtiliCorp Energy Delivery (UED)

which was responsible for the transmission and distributions system (pipes and wires) of the
regulated utilities.

Mr. DeBacker and Mr. Holzwarth did not know how purchased price forecasts would affect the
generating resource planning process for MPS. They did have access to forecasts of fuel prices
for coal, natural gas prices, “market-clearing prices” (purchased power prices), etc, as produced
by various models. RDI and Hill & Associates were involved in this forecasting process.
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The RFP for MPS power in 1998 was only issued once, but all of the bidders were asked to re-
bid after the MPS EWG option was rejected. In the initial round of bidding, the MPS EWG was
the low-cost option. Aquila Merchant’s bid was second lowest, and at that time was based on
supplying MPS power from its Batesville, Mississippi unit. AH bidders were expected to supply
firm transmission service to get the power to MPS.” The bid price was expected to include
getting the power t6 MPS service territory. Once the RFP was re-bid, the new bids came in with
lower prices. MEPPH was formed in September 1998. Aquila Merchant/ MEPPH” new bid was
now based on the Aries unit proposal, a two on one combined ¢ycle unit (two combustion
turbines on one stcam turbine generator with two heat recovery steam generators). Aquila
Meschant/MEPPH and NorAm/Houston Industries (now Reliant) were the two finalists from the
re-bid process. Houston Industries bid was for three simple cycle combustion turbines, After the
re-bids came in, MPS negotiated with both parties to obtain lower prices and more favorable
contract conditions. Aquila Merchant/MEPPH ultimately was selected after Houston refused to
Jower its bid price in order to remain competitive with the most recent meet-Aquila
Merchant/MEPPH’s bid price. Once Aquila Merchant/MEPPH was selected from the RFP

process, a contract was negotiated, it was submitted to the stsoun Oommmsmn for approval,
and was filed with and accepted by FERC.

The present site of the Aries tmit in Pleasant Hill would have been the site of the new unit
whether Aquila Merchant/MEPPH or Houston had built it. MPS had already selected that site
for the new unit, based upon analysis of a number of injection (interconnection) points into the
MPS system. That site adjoined the location of an already existing MPS substation. The land
was previously owned by MPS many years ago but had been sold to a couple for farmland. MPS
inquired through their search for land to build the EWG option that the couple would sell the
land. MPS told Aquila Merchant, the bidders of capacity to MPS, that they thought the owners
of the tand would sell the property because of a divorce situation. MPS would not get the land
from the owners, Aquila Merchant had do all the negotiations on their own. With this land

adjacent to MPS’ substation, there were no interconnection problems in transporting large
amount of electricity to MPS system.

Bums & McDonnell wezre bired to analyze the first set of RFP responses in 1998. MPS did its
own in-house analysis for the “re-bids,” but Bums & McDonnell also reviewed MPS’ work in
that regard. In reference to materials Mr. DeBacker has on the 1998 RFP process, he has the
aterials included in the response to Staff Data Request No. 302 in this case, the 1998 Missouri
Commissjon Order accepting the Joint Recomiendation, and the FERC orders on Aries matters.
Holzwarth has nothing. There is a policy at Aquila to “wipe out” your data from the system
three months after you welk out the door. The underlying support for the analysis and the actual
models can not be located by cither of them. They contacted Aquila’s current Information
Systems group to retrieve electronic files and were told they no longer existed. Mr, DeBacker
attempted to locate his files but he believes they no longer exist.

Regarding the Greenwood unit, Holzwarth’s group was involved with the negotiations with the
former owner as the lease was expiring, Neither Holzwarth nor DeBacker was involved in the

decision to create a separate subsidiary for the Greenwood unit after Aquila became the owner;
Glenn Keefe would be the person to ask about that.
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Highly Confidential

Merchant Energy Partners —
Missouri Combined Cycle
Development Project

Dated J anuary 5, 1999
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