4 In its September 1998 briefing, Empire will provide Staff, OPC and
intervenors with a summary repoft that evaluates the overall cost effectiveness
of maintaining versus refurbishing versus retiring the generating units at the
Riverton Plant, taking into account the uncertainties associated with the
following areas - component failure, cost of replacement power, availability of
replacement power, peak load growth, environmental regulations, and retail
competition. Empire will also provide the Staff an update of the NOX
performance on Asbury Plant as it compares to the them current and

foreseeable regulations.

3 In its September 1999 briefing, Empire will provide Staff, OPC and
intervenors with a copy of a request for proposal (RFP) if Empire decides to

use a competitive bidding process to solicit Empire’s capacity needs which

begin in the year 2001. In a subsequent briefing, Empire will provide Staff,
OPC and inter\r;nors w'ith Empire’s evaluation of the propesals that Empire
received in response to its competitive RFP, or a briefing on its alternative
process of selection. This evaluation should include the elements on risk

analysis and plan selection as described in 4 CSR 240-22.070.

and-Side Anal equirements:

Low-income customers face many market barriers when confronted with new energy
efficiency measures, the most obvious being high up-front costs. It is not clear that the existing
electric marketplace or the perceived future competitive market will meet these customers’ need for
energy services. Empire proposes taking an initial step towards meeting this need by refocusing its

demand-side efforts on this customer segment. Initially, Empire proposes working in conjunction

with assistance agencies to identify low income customers who would benefit from the installation

- | SCHEDULE FAD-5
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of a Residential Conservation packet.

With respect to 4 CSR 240-22.050 and in lieu of its 1998 filing to meet the requirements in

4 CSR 240-22.050, Empire agrees to provide the following:

(6) By March 1998, Empire will provide to Staff, OPC and intervenors a
report on the partnership(s) developed with assistance agencies and a summary

of the number of conservation packets installed.

)] By September 1998, Empire will provide a report to Staff, OPC and
intervenors on the survey and research work that it performed in an attempt

to identify “Low Income” customers, their demographics, and market barriers.

8 By March 1999, Empire will provide a report to Staff, OPC and

intervenors on the analysis it performed to screen demand-side programs for

the Iow income segment and identify potential market barriers for participation

for the measures which 'passed the screening test.

9 By March 1999, Empire will present a report explaining how demand-

side measures are incorporated into both demand-side and marketing

programs. This report will at least include:

L] demand-side measures included in all current and planned demand-side

and marketing programs;

L for those measures that did not pass measure screeping, but were

included in a program, a description of why they were included in 2

program;

L for those measures that did pass the measure screening, but were not

SCHEDULE FAD-5
Page 14 of 18

11



(10)

included in a program, a description of why those measures were not

included in a program;

estimates of the demand and energy impacts of current and planned
demand-side programs and marketing programs containing demand-

side measures;

a description of how the determination is made as to which energy
services will be offered for competitive purposes and which will be

offered for other purposes;

a description of the DSM programs for low income that were explored

or implemented in partnership with assistance agencies.

Empire will update Staff, OPC and intervenors in its twice a year briefings
4

on the status of its demand-side and marketing programs. These updates will

include:

Estimated demand and energy impacts of implemented and planned

programs;
Evaluation results on market barriers and customer market segments;
Implementatibn and evaluation schedules;

A description of how Empire determines whether energy services will be

offered for competitive purposes or for other purposes;

Its list of current and planned energy services that are or will be offered for

12 _ SCHEDULE FAD-5
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competitive purposes and those which will be offered for other purposes; and

u Its progress in providing efficient basic service for low-income customers

and related programs for low-income customers.

ontingency Plan Requirements:

With respect to 4 CSR 240-22.070 and in lieu of its 1998 filing to meet the requirements in

4 CSR 240-22.070, Empire agrees to file:

"(11) By March 1, 1999 - a contingency plan that includes the following

elements:

A set of contingency options that are judged to be appropriate responses

to extreme outcomes of the critical uncertain factors;

u An exPl;nation of why these contingency options are judged to be

appropriate responses to the specified outcomes;

m A process for monitoring the critical uncertain factors on a continuous
basis and reporting significant changes in a timely fashion to those
managers or officers who have the authority to direct the
implementation of contingency options when the specified limits for

uncertain factors are exceeded; and

n Consideration of the following critical uncertain factors in Empire’s

contingency analysis with an explanation of how these limits were

determined:

L] The price of purchases of short-term capacity and energy, as well as

SCHEDULE FAD-5
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how those prices might vary with increasing demands made by Empire

within a given year;

n The limits to the amount of capacity available for purchase in the short-

term markets;

L] The level of growth in summer peak demand and the likelihood of

achieving demand-side reductions;
= ‘The operational life of Empire’s existing generating units; and

n Natural gas price and availability.

Filing Requirements:

The parties to this agreement understand that if there are any significant changes in the preferred

resource plan which Empire currently has on file with the Commission, the requirements of 4 CSR
240-22.080(10) still apply. Specificaily, Empire will notify the Commission within sixty (60) days
of its determination to change its preferred resource plan.

WHEREFORE, the signatories respectfully request the Commission to issue its order approving

the terms of this Joint Agreement as soon as practicable.

G SCHEDULE FAD-5
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Respectfully submitted,

ﬁi‘;@\ S by Gus>

Roger Steiner

Missouri Bar No. 39586
P. O. Box 360

Jefferson City, MO 65102
Telephone (573) 751-7434
Fax: (5§73) 751-9285

ATTORNEY FOR THE MISSOURI
PUBLIC SERVICE COMMISSION
STAFF

Sttt B, Connonlom by Gud

Susan B. Cunningham

Staff Attorney

KANSAS CITY POWER & LIGHT COMPANY
Missouri Bar No. 47054

1201 Walnut Street

Kansas City, MO 64106

Telephone: (816 556-2789
Fax: (816) 556-2787

ATTORNEY FOR KANSAS CITY POWER
& LIGHT COMPANY

Jouyia 12 [0l . by D

Lewis R. Mills, Ir.
Missouri Bar No. 35275

P. O. Box 7800

Jefferson City, MO 65102
Telephone: (573) 751-5560
Fax: (573) 751-5562

ATTORNEY FOR THE OFFICE
OF THE PUBLIC COUNSEL

EY /4
Gary W. Duffy /
BRYDON, SWEARENGEN &

ENGLAND P.C.
Missouri Bar No. 24905
312 E. Capitol Avenue

P.O. Box 456

Jefferson City, MO 65102-0456
Telephone: (573) 635-7166
Fax: (573) 635-3847

ATTORNEY FOR THE EMPIRE
DISTRICT ELECTRIC COMPANY

CERTIFICATE OF SERVICE

I hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel

of record this 5th day of December, 1997.

@MQ%

Gary W. Duffy /
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STATE OF MISSOURI

PUBLIC SERVICE COMMISSION

At a Sesgssion of the Public Service
Commission held at its office

in Jefferson City on the 25th day of June, 1998.

In the Matter of the UtiliCorp United )

Inc.=s Electric Resource Plan ) Case No. E0-98-316

Pursuant to 4 CSR 240-22. )

ORDER REGARDING THE UTILICORP UNITED INC. =8
T DR RCE PILAN AND JOINT AGREEME

This case was opened on January 28, 1998, for the purpose of
receiving and reviewing a request for extension of the time for
filing the periodic integrated resocurce plan filings of Utilicorp
United Inc. d/b/a Missouri Public Service (MPS) pursuant to 4 CSR
240-22 of the Commission=s rules. On February 3 a notice was issued
granting an extension of time to April 6, 1998 to file the periocdic
integrated resource plan filing. On April 7 the Commission granted
another request for an extension of time until Apzril 13. On April 13
MPS, the Staff of the Commission {(Staff) and the Office of Public
Counsel (OPC) filed a proposed joint agreement regarding MPS=s
Electric Resource Plan (ERP). MPS filed its most recent resource plan
filings in March and April 1995, Case No. E0-95-187. After review by
the Staff and the OPC, a joint agreement was reached and approved by
' the Commission on March 29, 199%6. In ‘the April 13, 1998 proposed

' "':‘joint agreement, the parties detail the reasons why the filings in

accordance with 4 CSR 240-22.080{(10) are no longer apprcpriate. Those
reasons include changes made to the plans submitted in MPS=s March and

2April 1995 filings, including the following: SCHEDULE FAD-6
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1) Increase in the forecasted peak demand growth from
1.8% to 2.8% and in the forecasted energy growth rate

from 2.2% to 3.0%;

2) An additional summer purchase power contract
between MPS and Kansas City Power and Light Company
for 30 MW for 1997, 60 MW for 1998 and 90 MW for

1999;

3) Negotiations for leased generation on 267 MW of
combustions turbine capacity, including 20 MW for
1995, 124 MW for 2000, 62 MW for 2002 and 61 MW for

2004;

4) Replacement of purchase power contracts, starting
with 280 MW for 2000 and an additional 115 MQ for

2001.

Additionally, other factors noted were changes in the capacity margin
requirements by the MoKan Power Pool and ongoing changes in the

electric industry itself.

The parties view the next several years to be a transitional period
in the electric industry in the state of Missouri. The parties state
that the electric industry will focus on issues surrounding potential
retail competition. The parties are proposing a series of briefings
and periodic repoxts, partially to improve the understanding of the
parties regarding the impact of anticipated retail competition on the
electric resource planning process. The briefings and periodic

reports are detailed in the proposed agreement.

The parties have also stated that the proposed agreement constitutes
a reasonable alternative to the reguirements in the joint agreement
on MPS=s resource plan filing approved by the Commission on March 289,
1996 and full compliance with the filing requirement as set out in 4

CSR 240-22.

After review the Commission finds the Jjoint agreement to be
reasonable in that it is designed to shift emphasis from the filing
requirements of Chapter 22 of 4 CSR 240 and to go forward with issues
that Jjointly relate to electric resource planning and retail
competition in an efficient and effective manner. The Commission will
approve the agreement as an alternative plan for MPS=s compliance with
the Commission=s integrated rescurce planning rules, and will order

MPS to comply with the terms and conditicons of the agreement.
' SCHEDULE FAD-6
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order as Attachment A and incorporated herein, is found to be
reasonable and in the public interest and is hereby approved in
accordance with 4 CSR 240-22.

2. That Utilicorp United Inc. d/b/a Missouri Public Service is hereby
ordered to comply with the terms and conditions of the joint

agreement.

3. That this order shall become effective on July 7, 1998.

BY THE COMMISSION

Dale Hardy Roberts

Secretary/Chief Regulatory Law Judge

(8§ EA L)
Lumpe, Ch., Crumpton, Schemenauer
and Drainer, CC., concur.

Murray, C., absent.

Register, Regulatory Law Judge

SCHEDULE FAD-6
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CECIL {. WRIGHT
Executive Director

~ WESS A. HENDERSON
Director, Utility Operations

Coinmissioners I e . . B .
SHEILA LUMPE FBligsouri Public Service CommiSBON  Gopponr. rorsincer
Chair Director, Advisory & Public Affairs
POST OFFICE BOX 360 ROBERT SCHALLENBERG
HAROLD CRUMPTON JEFFERSON CITY, MISSOURI 65102 Director, Utility Services
573-751-3234 . DONNA M. KOLILIS
CONNIE MURRAY 573.751-1847 (Fax Number) Director, Administration
ROBERT G. SCHEMENAUER http://www.ecodev.state.mo.us/pse/ DALE HARDY ROBERTS
™ Secretary/Chief Regulatory Law Judge
i D"}}}‘jﬁ%ﬁj};‘ INER DANA K. JOYCE
General Counsel

April 13, 1998

Mr. Dale Hardy Roberts
Secretary/Chief Regulatory Law Judge
Missouri Public Service Commission
P. O. Box 360

Jefferson City, MO 65102

RE: Case No. EQ-98-316 - UtiliCorp United Inc.’s Electric Resource Plan

Dear Mr. Roberts:

Enclosed for filing in the above-captioned case are an original and fourteen (14) conformed
copies of a JOINT AGREEMENT.

This filing has been mailed or hand-delivered this date to all counsel of record.

Thank you for your attention to this matter.

Sincerely yours,
1 : —

. f e
/\’/,/ K / \ : S
./'f g1/ ;’[ :/* V. ! A

- Roger W. Steiner
Assistant General Counsel

(573) 751-7434
(573) 751-9285 (Fax)

RWS/wf
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI
In the Matter of The UtiliCorp United )
Inc.’s Electric Resource Plan ) Case No. EO-98-316
Pursuant to 4 CSR 240-22. )

JOINT AGREEMENT
Comes now UtiliCorp United Inc. d/b/a Missouri Public Service ("MPS” or

“Company"); Staff of the Missouri Public Service Commission (“Staff); and the Office of
Public Counsel (“OPC”), pursuant to 4 CSR 240-22.080(8) of the Commission’s rules on
Electric Utility Resource Planning, and submit this Joint Agreement regarding MPS’s

Electric Resource Plan (“ERP”) in Case No. EO-95-187 and the scheduled filing of a new

ERP by MPS in 1998 specified in Case No. E0Q-98-316.

This document constitutes a Joint Agreement among MPS, the Staff and OPC.
Furthermore, the parties waive their respective rights under section (9) of 4 CSR 240-22.080
to file a response or comments. Therefore, the parties submit that they are not asking for, nor
from their perspective is there a need for, a héaring by the Commission. The parties are
ready and willing to respond to any questions of the Commission which may arise during its
consideration of this Joint Agreement.

This Joint Agreement has resulted from extensive negotiations among the signatories
and the terms hereof are interdependent. In the event the Commission does not approve and
adopt this Joint Agreement in total, then this Joint Agreement shall be void and no signatory

shall be bound by any of the agreements or provisions hereof.

In the event the Commission accepts the specific terms of the Joint Agreement, the

- parties waive, with respect to the issues resolved herein: their respective rights pursuant to
SCHEDULE FAD-6
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Section 536.080.1, RSMo 1994 to present testimony, cross-examine witnesses, and present
oral argument and"writtcn briefs; their respective rights to the reading of the transcript by the
Commission pursuant to Section 536.080.2 RSMo 1994; and their respective rights to
judicial review pursuant to Section 386.510 RSMo 1994,

If requested by the Commission, the Staff shall have the right to submit to the
Commission a memorandum explaining its rationale for entering into this Joint Agreement.
Each party of record shall be served with a copy of any memorandum and shall be entitled
to submit to the Commission, within five (5) days of receipt of Staff’s memorandum, a
responsive memorandum which shall also be served on all parties. All memoranda submitted
by the parties shall be considered privileged tn the same manner as are settlement discussions
under the Com@ssion‘s rules, shall be maintained on a confidential basis by all partit;.s, and
shall not become a part of the record of this proceeding or bind or prejudice the party
submitting such memorandum in any further proceeding or in this proceeding whether or not
the Commission approves this Joint Agreement. The contents of any memorandum provided
by any party are its own and are not acquiesced in or otherwgse adopted by the signatories to
the Joint Agreement.

The Staff shal! also have the right to provide, at any agenda meeting at which this
Joint Agreement is noticed to be considered by the Commission, whatever oral explanation
the Commission requests, provided that the Staff shall, to the extent reasonrably practicable,
provide the other parties with advance notice of when the Staff shall respond to the
Comnmission’s request for such explanation once such explanation is requested from Staff.

Staff’s oral explanation shail be subject to public disclosure, except to the extent it refers to

SCHEDULE FAD-6
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matters that are privileged or protected from disclosure pursuant to any Protective Order

1ssued in this case.
I. THE CONTEXT OF THE AGREEMENT

A The Status of MPS’s Resource Plan

In March and Apnl of 1995, in Case No. EQ-95-187, MPS filed with the Commission
its Electric Resource Plan. The ERIs filing was reviewed by the Staff and the OPC as well
as intervenors and the findings were reported to the Commission. The reports and the
subsequent agreements between the parties assoctated with these reviews were also filed in
Case No. EO-95-187. The parties filed a joint agreement October 2, 1995. The Commission

issued an order in Case No. EO-95-187 on March 29, 1996 which incorporated the joint

agreement.

On January 28, 1998, MPS filed for an extension of time to allow the Company, Staff
and the OPC to work out a joint agreement respecting MPS’s next scheduled ERP filing. On
February 3, 1998, the Commission granted MPS its request for an extension of time. This
Joint Agreement represents the issues and procedures that the parties have negotiated to
replace MPS’s February 3, 1998 ERP filing, which was subsequently extended to
April 6, 1998 and later to April 13, 1998.

In a meeting held J anuary 22, 1998, MPS met with Staff and the OPC to present the
current status of its resource plans. There had been significant changes made to the plans

submitted in MPS’s April, 1995 filing for Missouri Public Service territory. These changes

include the following:

) Increases in the forecasted peak demand growth rate from 1.8% 10 2.8% and
in the forecasted energy growth rate from 2.2% to 3.0%; SCHEDULE FAD-6
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2) An additional summer purchase power contract between MPS and Kansas
City Power & Light Company for 30 MW for 1997, 60 MW for 1998 and 90
MW for 1999;

3) Negotiations for leased generation on 267 MW of combustion turbine
capacity, including 20 MW for 1999, 124 MW for 2000, 62 MW for 2002

and 61 MW for 2004;

- 4) Replacement of purchase power contracts, starting with 280 MW for 2000
and an additional 115 MW for 2001.

Additionally, during December, 1996, the MOKAN Power Pool ("MOKAN")
executive comymnittee agreed to reduce the capacity margin requirement for its members from
15.3 percent to )13.04 percent, effective for the contract year beginning June 1, 1997. MPS
is a member of MOKAN. This reduction was allowed within the guidelines of the Southwest
Power Pool ("SPP"). The SPP guidelines basically state that capacity margins can be as low
as 15.3 percent in any system without the performance of a loss of load probability ("LOLP")
study and that capacity margins can be as low as 13.0 percent if an LOLP study shows loss
of load probability of less than one time in a .ten year period. The MOKAN and SPP LOLP.
studies that were performed supported a reduction in capacity margin for the MOKAN
system to 13.04 percent. This lower capacity margin requirement from the power pooi

therefore reduces the amount of capacity which MPS has to have to meet reserve margin

requirements.
As a result, MPS’s forecasted future capacity requirements are reduced. MPS’s
current 1999-2006 forecasts show a need for base capacity of 397 MW starting in contract

year 2000 and increasing yearly to 881 MW in the coatract year 2006. This capacity need
SCHEDULE FAD-6
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comes from: the expiration of three existing capacity contracts; the expiration of leases on
several combustion turbine units; and projected load growth. MPS’s preferred resource
acquisition strategy is to issue a request for proposal (“RFP”) to fill part of the capacity
requirements, and to negotiate new lease arrangements. In addition, MPS will evaluate the
option of going to the short-term capacity markets.

B. Chaneges in the Electric Industry

- The changes in the electric industry since the Commission adopted its Electric
Resource Planning Rules have been extensive. In 1993, the electric industry in Missouri was
still viewed as having a vertically integrated structure in which the utility reading customers’

meters is the same one adding generation plant to meet the growing demands of those same

customers. Building new generation plants or long-term purchases from available capacity
were generally considered the standard ways to meet growing demands. Whi!é competitive
bidding for supply-side resources was being considered by some utilities in Missouri, the
resulting short-term purchased power agreements were generally seen as a method for filling
in reserve requirements on a year-to-year basis and delaying construction of new generation
plant. In the context of emerging competitio;l for retail customers, MPS is now focusing on
shorter term planning horizons and looking to short-term purchases acquired through
competitive bids as the preferred method for meeting resource requirements.

At the ume the Commission’s Electric Resource Planning rules were adopted,
demand-side resources were generally considered as peak shaving or conservation. Peak
shaving had the greatest potential for lowering the present value of revenue requirements
without raising rates. Retail competition has raised a concern by the utilities about the

potential for conservation options raising rates and increasing the liketihood of losing
SCHEDULE FAD-§
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customers to alternative generation suppliers. At the same time, increasing competition to
be the customer’s energy services provider has resulted in most utilities focusing on planning
and implementing marketing programs, some of which have demand-side components.'
C. Reports and Briefings During the Transition

In Missourl, the next several years is being viewed by many as a transition period
during which the electric industry’s focus will be on issues surrounding retail competition.
To accommodate what is believed to be a workable transition for those resources involved
i the electric resource planning filings and reviews, this Joint Agreement proposes periodic
reports and twice-a-year briefings by MPS on its resource implementation plans.

The intent of having scheduled briefings by MPS is to provide a forum in which an

ongoing dialogue will occur about the increasing effect that the potential for retail
competition is having on MPS’s supply-side and demand-side resource acquiélition process.
The supply-side emphasis of these meetings will be on the emerging market structures for
wholesale generation resources. The demand-side will focus on the least-cost provision of
electric services for low-income customers. The primary goal of MPS's planning process
will remain to provide low cost, safe, and reliéble electrical energy to its customers while at-
the same time positioning the Company for possible retail generation choice.

The parties to this Joint Agreement recognize the Commission’s order in Case No.

EW-57-245 as having two possible connections to this Joint Agreement. First, a significant

'The distinction between demand-side and marketing programs is that demand-side programs focus on
removing market barriers that are obstactes to customer implementation of znergy efficiency measures, while R
marketing programs are designed to sell energy services in a market environment that is competitive. Energy
services, at their broadest, are defined as products and services that are related to selling and delivering energy. In
the State of Missouri, eatities other than utilities can offer energy services excluding energy itself. These energy
services can result in improved operational efficiencies to the utilities’ customers. SCHEDULE FAD-6
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level of resources will need to be devoted to the questions raised by the possibility of retail
competition. The time and efforts of those scheduled to file and review electric resource
plans takes resources away from these critical questions. Second, there are longer-term
questions about how the objectives of the Commission’s Electric Utility Resource Planning
rules might change or be better impleméntcd in the context of retail competition.

The intent of this Joint Agreement is to provide a way for the parties to shift the
emphasis from the filing requirements of the Commission’s Electric Resource Planning rules
as they apply to MPS’s second resource plan filing, and going forward on issues that jointly
relate to electric resource planning and retail competition. It is the hope of the parties that
this will free s_igniﬁcant resources that can then be focused on the longer-term questions
concerning retail competition. One of the purposes of the scheduled briefings is to improve
the understanding of the parties regarding the impact of retail competition 6n the electric
resource planning process.

The briefings and periodic reports detailed in the next section of this Joint Agreement
are not intended to be a full and comprehensive substitute for the detailed analysis
requirements that are set forth in the Electric Utility Resource Planning rules. Therefore,
since this process is different from the requirements of 4 CSR 240-22, the objectives
achieved by this process may be different from the objectives that are set forth in 4 CSR 240-
22.010. However, the parties agree that this Joint Agreement constitutes a reasonable
alternative to (1) the requirements in the joint agreement to MPS’s March/Aprii, 1995
electric resource plan filing and to (2) full compliance _WEEh the rules for MPS's April, 1998
filing. MPS’s next filing pursuant to 4 CSR 240-22 is scheduled for February 6, 2001.

SCHEDULE FAD-6
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If the Commission rescinds or suspends the operation of 4 CSR 240-22 before the
requirements of this Joint Agreement are fulfilled, the parties agree that MPS will not be
required to continue the analysis and make the filings herein scheduled. If the Commission
modifies 4 CSR 240-22, or for any other reason, the Commission rescinds, suspends the
operation of, or modifies 4 CSR 240-22 before the scheduled dates set out herein, the parties
agree to renegotiate the terms of this Joint Agreement to meet the stated intent of the
Commission, and in the event that a new agreemnent cannot be reached, the parties may

present their positions to the Commission for final determination.
II. THE CONTENT OF THE AGREEMENT
Resource Plan Requirements:
In lieu <')f MPS's scheduled 1998 filing to meet the requirements of 4 CSR 240-22,
the parties agree that MPS will brief the Staff, OPC and intervenors on or about August 1,
1998; February I, 1999; August 1, 1999, February 1, 2000; and August |, 2000.
(1) These briefings shall include infermation on the following:

« Any changes in load forecasts for seasonal class energy and peaks
with an explanation for those changes;

* Any changes in implementation plans for both demand-side and
supply-side resources with an explanation for those changes; and

* Any changes in uncertainties, sensitivities, risks and contingency
plans with an explanation for those changes.

Load Analysis and Forecasting Requirements

With respect to 4 CSR 240-22.030 and in lieu of its 1998 filing to meet the

requirements in 4 CSR 240-22.030, MPS will meet the following load analysis and
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(2) In its August, 1998, 1999, and 2000 briefings, MPS will provide Staff,
OPC and intervenors with the information regarding the status of the
following activities:

» Update to its historical data base on driver variables, seasonal
energy and peak demands for its major classes;

» Forecasts of units and use per unit by season for the Residential
and Commercial classes;

* Forecasts of annual energy by end-use for the Residential and
Commercial classes;

* Forecasts of seasonal energy for all other classes;

» Korecasts of driver variables for all classes at the appropriate
level of aggregation; and

* Report on the load forecast that documents any changes made in
load forecasting methods, compares both load forecasts and
driver variable forecasts to historical trends and compares load

forecasts and driver variable forecasts to those from the previous
year. '

Updated forecasts and historical data bases will be provided as developed by MPS
for planning purposes but not less than every three (3) years, first beginning August, 1998.
Supply-Side Resource Reguirements:

MPS’s current 1999-2006 forecast shows a need for additional base capacity of 397
MW starting in contract year 2000 and increasing yearly to 881 MW in the contract year
2006. MPS plans to issue a RFP, utilize short term capacity markets and renegotiate the
combustion turbine leases to fill the capacity reguirernents.

With respect to 4 CSR 240-22.040 and in lieu of its 1998 filing to meet the

requirements in 4 CSR 240-22.040, MPS will meet the following supply-side filing

SCHEDULE FAD-6
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(3) In its August 1998, briefing, MPS will provide Staff, OPC and
intervenors with a summary report of a reoptimized supply side only
plan. The report will include a presentation on the derivation of avoided
costs that will be used in screening demand-side measures.

4) In its August 1998 briefing MPS will provide to Staff, OPC and
intervenors an update on the renegotiation of the leases for the
combustion turbine generating units, including an evaluation of possible
options, such as: renew lease on a short term basis, renew lease on a long
term basis, purchase the units, negotiate a capacity only contract, joint
ownership, or cancel the lease and replace the capacity with new units
or capacity contracts. This evaluation should include the possibility of

retail competition.

(5) In its February 1999 briefing MPS will provide to Staff, OPC and
intervenors a summary report that evaluates the overall cost
effectiveness of maintaining versus refurbishing versus retiring of
existing generating units, taking into account the uncertainties associated
with the following areas - component failure, cost of replacement power,
availability of replacement power, peak load growth, environmental
regulations, fuel costs, and retail competition.

(6} At the time MPS begins to implement a competitive bidding process to
solicit capacity for its forecasted needs, MPS will provide to Staff and
QPC copies of the competitive bidding RFPs at least 45 days prior to
sending out each RFP. Staff and OPC will review said RFP and provide
comments to MPS within 30 days of receiving the RFP.

(7) Thirty (30) days before awarding contracts to successful bidders, MPS
will provide to Staff and OPC its evaluation of the proposals received in
response to its REFP for its forecasted capacity needs. This evaluation
will include the elements of risk analysis and plan selection as described

in 4 CSR 240.22.070.

Demand-Side Analysis Reguirements:

Low-income customers face many market barriers when confronted with new energy
efficiency measures, the most obvious being high up-front costs. It is not clear that the
existing electric marketplace or the perceived future competitive market will meet these
customers’ need for energy services. MPS proposes taking an initial step towards meeting

this need by refocusing its demand-side efforts on this customer segment. Initially, MPS
SCHEDULE FAD-6
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proposes working in conjunction with assistance agencies to identify low-income customers

who would benefit from the installation of energy conservation measures and assistance.

With respect to 4 CSR 240-22.050 and in lieu of its 1998 f{iling to meet the

requiremnents in 4 CSR 240-22.050, MPS agrees to the following:

(8)

&)

(10)

In its August, 1998 briefing, MPS will provide to Staff, QPC and
intervenors a report containing the results of the survey and research
work it has performed in an attempt to identify “low-income’ customers,
their demographics, and market barriers to implementation of energy
efficiency. If this report is not completed by this briefing, MPS will
provide a status report and a time line for completion. This report will
be provided to Staff, OPC and intervenors no later than MPS’s
February, 1999 briefing.

By November 1, 1998, MPS will provide a status report to Staff, OPC
and intervenors that outlines the progress it has made towards
completing the tasks set forth in item (10) below.

By February 1, 1999, MPS will 'perform screening analysis on demand-
side measures and programs for the low-income segment and identify

potential market barriers for participation for the measures and

programs which pass the screening test. By February 1, 1999, MPS will
provide a report to Staff, OPC and intervenors that: (1) describes said
screening, analysis and market barrier identification, (2) explains how
demand-side measures for the low-income segment are incorporated into
demand-side programs and (3} describes how these programs will be
implemented. This report will include

» For those measures that did not pass measure screening, but were
included in a program, a description of why they were included
in a program;

* For those measures that did pass the measure screening, but were
not included in a program, a description of why those measures
were not included in a program;

- Estimates of the demand and energy impacts of current and
planned demand-side programs and marketing programs
containing demand-side measures;
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* A description of the demand-side programs for low-income that
were explored or implemented in partnership with assistance

agencies;

+ MPS’s progress in providing efficient basic service for low-
income customers and related programs for low-income

customers; and

* Program descriptions, implementation dates, participation goals
(number of customers) and annual budgets for the current and
planned demand-side programs and marketing programs
containing demand-side measures.

(11) MPS will update Staff, OPC and intervenors in its twice a year briefings
on the status of its demand-side and marketing programs. These
updates will include:

« Demand-side measures included in 2all current and planned
demand-side and marketing programs;

* Estimated demand and energy impacts of implemented and
planned programs;

» FEvaluation results on market barriers and custemer market
segmentis;

» Implementation and evaluation schedules;

» A description of how MPS determined whether energy services
were offered for competitive purposes or for other purposes;

« DMPS’s list of current and planned energy services that are or will
be offered for competitive purposes and those which will be

offered for other purposes; and

« An update of the partnership(s) developed with assistance
agencies to provide MPS’s low income customers with energy

conservation measures and assistance.

Contingency Plan Requirements:
With respect to 4 CSR 240-22.070 and in lieu of its 1998 filing to meet the

requirements in 4 CSR 240-22.070, MPS agrees to provide the following:
: - SCHEDULE FAD-6
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(12) In its August, 1999 briefing, MPS will provide to Staff, OPC and
intervenors a contingency plan that includes the following elements:

* A set of contingency options that are judged to be appropriate
responses to extreme outcomes of the critical uncertain factors;

* An explanation of why these contingency options are judged to be
appropriate responses to the specified outcomes;

* A process for monitoring the critical uncertain factors on a
continuous basis and reporting significant changes in a timely
fashion to those managers or officers who have the authority to
direct the implementation of contingency options when the
specified limits for uncertain factors are exceeded; and

+ (Consideration of the following critical uncertain factors in MPS’s
contingency analysis with an explanation of how these limits were
determined:

@© The price of purchases of capacity and energy, as well as
how those prices might vary with increasing demands
made by MPS within a given year;

® The amaount of capacity available from demand-side
resources;

@ The level of growth in summer peak demand and the
likelihood of achieving demand-side reductions;

@  The operational life of MPS’s existing generating units;
and

® Natural gas price and availability.
Filing Reguirements:
The parties to this Joint Agreement understand that if there are any significant
changes in the preferred resource plan which MPS currentty has on file with the
Commission, the requirements of 4 CSR 240-22.080(1(?) still apply. Specifically, MPS will

notify the Commission within sixty (60) days of its determination to change its preferred

SCHEDULE FAD-6
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WHEREFORE, the signatories respectfully request the Commiission to issue its order

approving the terms of this Joint Agreement as soon as practicable.

' Respectfully submitted,
g |y % M W/

ﬁogex’W Steiner LeVvis R. Mills, Jr.

Assistant General Counsel Deputy Public Coun el
Missouri Bar No. 39586 Missourt Bar No. 35275
Attorney for the Attorney for the

Missouri Public Service Commission Office of the Public Counsel
P.O. Box 360 P.O. Box 7800

Jefferson City, MO 65102 Jefferson City, MO 65102
(573) 751-7431 ' (573) 751-1304

(573) 751-9285 (Fax) (573) 751-5562 (Fax) |

Q‘{,mw / gltfcbumm l% RvS

Thfnes W. Swearengen
Missouri Bar No. 21510

Attorney for Missouri Public Service
Brydon, Swearengen & England
P.O. Box 456

Jefferson City, MO 65102

(573) 635-7166

(573) 634-7431 (Fax)

CERTIFICATE OF SERVICE

[ hereby certify that copies of the foregoing have been mailed or hand-delivered to all counsel
of record as shown on the attached service list this 13th of April, 1998.

ﬁ////%\
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Service List for Case No. EO-98-316
Revised: April 13, 1998

James W. Swearengen

Brydon, Swearengen & England
P.O. Box 456

Jefferson City, MO 65102

Lewis R. Mills, Jr.

Office of the Public Counsel
P.O. Box 7800

Jefferson City, MO 65102

SCHEDULE FAD-6
Page 19 of 19







10750 Ezst 350 Highway
P.C. Box 1173%
Kansas Citv. Missouri §4138

April 7, 1998 UTiCorp UNITED

ENERGYONE

Mr. Mike Proctor

Federal/State Projects

Missouri Public Service Commission
310 West High Street

Jefferson City, MO 65101

RE: Missouri Public Service Request for Proposal

Dear Mr. Proctor:

After our meeting on March 31, MPS was notified that KCPL was withdrawing its
proposai to provide firm summer peaking energy to MPS for the years 2000 and 2001.

As a consequence, MPS need for additional power supply resources is 325 MW in 2000
and 500 MW in 2001. This need is based on current load growth forecasts and the
expiration of the following purchase power contracts:

Provider Megawatts Expiration Date
KCPL 50 September 30, 1999
AECI 190 May 31, 2000

UE 115 May 31, 2001.

The enclosed Request for Proposal (RFP) is hereby submirtted to the MPSC staff and the
OPC for review and comment.

MPS intends to incorporate any comments received from the MPSC staff and the OPC
and issue the RFP on May 29, 1998. Proposals will be due on July 3, 1998.

Please call me at (816) 936-8639 with any comments, suggestions or questions.

Sincerely,
Fend Gty

Frank A. DeBacker
VP - Fuel & Purchased Power

Attachment

cc: Mr. Ryan Kind, Office of the Public Counsel w/ attachment
Mr. John McKinney, UCU w/ attachment SCHEDULE FAD-7
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Request for Proposals
for
Resource Specific
Capacity & Energy
for
Missouri Public Service

MPS-1998RFP
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A. General

UtiliCorp Energy Group is issuing this Request For Proposal (RFP) on behalf of
Missouri Public Service (MPS), a division of UtiliCorp United Inc. (UCU).

MPS is an integrated electric and gas utility located in western Missouri and is a
member of the Southwest Power Pool and the MOKAN power pool,

The following RFP is for both annual and seasonal Resource Specific Capacity
and Energy resources. Financially firm energy proposals will not be accepted.

Resource Specific means the successful bidder must state the actual power
supply resource(s) that will provide the capacity and energy requested. The
resource(s) need not be stated in the proposal; however, the resource(s) must
be named and listed in any contract which may result from this solicitation.

This RFP is not a contract. Any contract(s) which may result from this RFP shall
be in accordance with mutually agreeable, specific terms and conditions
developed between UtiliCorp and the successful bidder(s). In addition, any
contract(s) resulting from this RFP shall be subject to the approval of all
regulatory bodies having jurisdiction.

UtiliCorp reserves the right to reject any or all proposals at its sole discretion.

Proposals shall be addressed to the following and must be received no later than
5:00p.m. C.D.S.T., July 3, 1998.

UtiliCorp Energy Group

Attn: Frank A, DeBacker

10700 East 350 Highway

Kansas City, MO 64138

Ph: (816) 936-863¢8

Fax:  (816) 936-8695

E-mail. fdebackeZ@utilicorp.com

B. Contract Capacities and Periods

Proposals-are requested for the seasonal and annual capacity amounts shown in
Table 1.

Note that the amounts shown are not mutually exclusive. For example,
assuming that appropriate proposais are submitted, UCU may elect to purchase
one of the following portfolios to meet the needs of MPS from 6/1/2000 -
5/31/2001:

SCHEDULE FAD-7

Page | Page 3 of 6



[

» 100 MW of Jun-May capacity, 50 MW of Oct-May capacity and 175

MW of Jun-Sep capacity; or, (o
o 325 MW of Jun-Sep capacity and 75 MW of Oct-May capacity; or, e
o 325 MW of Jun-May capacity.

Table 1. MPS Capacity Need

Contract Period Capacity Amount (MW)

From To Jun-Sep Capacity Oct-May Capacity Jun-May Capacity
6/1/2000 5/31/2001 Up to 325 Upto 75 Up to 325
6/1/2001 5/31/2002 Up to 500 Up to 250 -Up to 500

C. Point(s) of Delivery

The point(s) of delivery shall be the interconnection point(s) of the MPS
transmission system with the Eastern Interconnection.

D. Capacity Pricing

Capacity price at the point(s) of delivery must be stated in $/MW-mo, fixed for
the contract term.

E. Energy Pricing

Bidders are encouraged to submit creative pricing proposals. The energy price
must be for energy delivered at the Point(s) of Delivery. Energy prices may be
fixed or based on regionally recognized indices. The energy pricing
methodology must enable UtiliCorp to determine the energy price prior to
submitting a purchase schedule per Section H below.

Bidders may propcse a variety of energy pricing methodologies which may
include, but are not limited to, the following elements:

On peak/off peak price

Constant price

Monthly price

index price

Resource heat rate

Resource variable C&M costs
SCHEDULE FAD-7
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The bidder shall provide any formula(s) used to calculate the energy price. The
bidder shall include the values of any constants and a definition of ail variables
which make up the formula(s).

F. Transmission

The successful bidder shall provide firm transmission service from the proposed
resource(s) to the Point(s) of Delivery.

G. Scheduling

Proposals which allow hourly schedule changes are preferred; however, UCU

will consider any and all scheduling proposals. Bidders shall state what

scheduling requirements are proposed. At a minimum, proposed requirements
- on the following items must be included in bidders proposal:

Resource Start up costs, if applicable

Minimum purchase schedule

Minimum load factor & measuring period
Maximum load factor & measuring period
Minimum schedule block

Initial schedule submittal procedure

Subsequent schedule change procedure

Energy Block Requirements (ie: 7x24, 5x16, etc.)

H. Availability

Bidders must state and define the guaranteed availability level for the
resource(s) that will provide the capacity and energy proposed.

The successful bidder will be required to reimburse UtiliCorp any incrementat
cost incurred to acquire replacement capacity and energy due to the bidder's
failure to meet its availability guarantees.

Bidders shall provide the proposed maintenance schedule for unit contingent
resource(s).

|. UCU Proposal & Joint Projects

UCU may elect to submit an EWG proposal in response to this RFP. [f it
chooses to submit a proposal, all proposal evaluations will be performed by an
independent third party approved by the Missouri Public Service Commission

SCHEDULE FAD-7
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(MPSC). Any contract between MPS and the EWG would be subject to the
approval of the MPSC.

Proposals for joint projects which would provide partial ownership through equity
participation by UCU are invited. Such projects would also be evaluated by an
independent third party and any contract subject to the approval of the MPSC.

J. Contact

For additional information regarding this RFP, contact Frank A. DeBacker
through the means listed in Section A above.

SCHEDULE FAD-7
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CECIL L. WRIGHT.
Executive Director

WESS A. HENDERSON

Comntisgioners : : s : , , Director, Utility Qperations
SHEILA LR Rlissouri Public Serbice CommisSION  sompon . sersmcen
Chair Director, Advisory & Public Affairs
POST OFFICE BOX 360 ROBERT SCHALLENBERG
HAROLD CRUMPTON JEFFERSON CITY, MISSOURI 65102 Director, Utility Services
573-751.3234
CON DONNA M. KOLILIS
NIE MURRAY 573-751-1847 (Fax Number) Director, Administration
ROBERT G. SCHEMENAUER hitp://www.ecodev.state.mo.us/psc/ DALE HARDY ROBERTS
’ ' Secretary/Chief Regulatory Law Judge
M. DIANNE DRAINER '
Vice Chair DANA K. JOYCE

General Counsel

May 1, 1998

Mr. Frank DeBacker

VP - Fuel & Purchased Power

UtiliCorp United, Inc.

10750 East 350 Highway

P.O. Box 11739

Kansas City, MO 64138 )

Dear Mr. DeBacker:

In your letter of April 7, you asked that we call you with any comments, suggestions or
questions regarding the Request for Proposal (RFP) which Missouri Public Service (MPS) /
UtiliCorp United, Inc. (UtiliCorp) intends to issue on May 29, 1998. The staff of the Missouri
Public Service Commission (Staff) appreciates the opportunity to review and comment on the
procedures MPS is considering following to obtain additional power supply resources, and we
will take this opportunity to comment. Nonetheless, we want to be very clear that this letter
should not be viewed as conferring any type of pre-approval to the procedures that
MPS/UtiliCorp ultimately follows and the decisions it makes.

The Staff has major concerns regarding Section I of the proposed RFP. First, if
UtiliCorp is seriously considering bidding on- MPS’s power needs as an EWG, then UtiliCorp and
MPS will not necessarily have the same interests respecting the pursuit of additional power supply
resources. At the outset of going down this path, there is a need to identify: (1) the division
(personnel) that will be working on the RFP as an EWG bidder as distinct from representing MPS
in the issuance and evaluation of the RFP; and (2) the details of how the proposals will be
evaluated and the contracts awarded. -

Second, if the division (personnel) of UtiliCorp that sends out the RFP is the same division
(personnel) that intends to submit a proposal in response to the RFP, at a minimum this would
give the appearance of providing a bidding advantage to that division (personnel). The RFP needs
to be clear about who has written the RFP, on behalf of who it is written, and that this

. UtiliCorp/MPS division (personnel) is not also submitting a bid. If there is an appearance of
UtiliCorp providing an advantage to its own bid, UtiliCorp may find that some entities will not be
willing to submit bids that otherwise would have done so.

Third, it is not clear in the RFP what “independent™ means in the term “independent third
party evaluator”. The Staff suspects that when that phrase is followed by “approved by the
Missouri Public Service Commission,” you are intending to convey that independent means

SCHEDULE FAD-8
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Mr. Frank DeBacker
May 1, 1998
Page 2

chosen by someone other than UtiliCorp. In this regard, the Staff declines to serve as an
independent third party evaluator, select the independent third party evaluator or recommend to
the Commission that it approve the selection of an independent third party evaluator. The Staff is
willing to discuss with UtiliCorp the criteria critical to having an “independent” evaluator, In this
regard, it is not clear what “independent” means when the proposed RFP states that “UtiliCorp
reserves the right to reject any or all proposals at its sole discretion.” Such phrases that
undermine the selection of the winning bid by the third party evaluator need to be removed from
the RFP and replaced with the criteria used to determine independence.

Another area of concern is that the RFP does not include a section describing how the
proposals will be evaluated and how the contract(s) will be awarded. If only UtiliCorp knows
how the proposals will be evaluated, this would appear to provide an advantage to any bid
submitted by UtiliCorp. The Staff believes that it would make sense to wait to send out the RFP
until after the third party evaluator is hired. Then the independent third party evaluator could
write the description of the evaluation method/criteria and could also critique the RFP drafted by

UtiliCorp before it is sent out.

A final area that the Staff believes it should comment on is the lack of innovative
approaches (e.g. demand-side) reflected in the proposed RFP. If UtiliCorp is interested in
allowing some of its retail customers to seek alternative providers of generation, this could also be
included in the RFP. (Such an approach would require Commission approval.) If the RFP is to
be expanded to solicit innovative approaches, the Staff is more than willing to discuss those

approaches with UtiliCorp.

Sincerely,

Phohast S

Michael S. Proctor
Chief Energy Economist
Electric Department

. (573)751-7518

A

/ Rogér W. Steiner
Assistant General Counsel
(573)751-7434

cc:  RyanKind, Office of the Public Counsel
John McKinney, UtiliCorp United, Inc.
David Elliott, Staff of the Missouri Public Service Commission
Steven Dottheim, Staff of the Missouri Public Service Commission
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Martha S. Hogerty Me! Cizpahan

Public Courrsc] Gavermnoe
Office of the Public Counzel Telephoae: (373)7514857
Harry S Trwman Building Ste.2%0 Facsimile: (5T3)751.5562
P.O. Bax T80 Relay Mistouri

Jeflesson City, MO 65102 TDD: (800)735-2966

Voioc: (800)735-2465

May 11, 1998

Mr. Frank DeBacker

VP - Fuel & Purchased Power
UtiliCorp United, Inc. _
10750 East 350 Highway

P.O. Box 11739

Kansas City, MO 64138

Dear Mr. DeBackcr:

Your April 7, 1998 letter requested comments from OPC and the Commission Staff regarding
the Request for Proposal (RFP) that UtiliCorp intends to issue on May 29. Public Counsel
appreciates the opportunity to comment on the RFP process that UtiliCorp intends to use to meet
resource needs in the years 2000 and 2001. We are generally supportive of using RFPs to meet
future resource needs.

The main concern that Public Counsel has with the current RFP is the provision in Section [ that
allows UtiliCorp to submit an EWG proposal in response to the RFP. Given the current
uncertainties about what regulations and market structure are likely to -arise in the electric
industry, OPC does not believe that UtiliCorp should be acquiring an ownership interest in
additional generating facilities that are located in the same market where it owns and operates
electric distribution and transmission facilities. The comments below all pertain to areas of
special concern with the RFP that would only apply if UtiliCorp continues to allow itself (or an
affiliated corporation) the opportunity to bid on the RFP.

Public Counsel shares the concerns that were expressed by the Commission Staff in its May I,
1998 letter regarding having personnel from the same corporation submit a bid while at the same
time allowing them to issue and evaluate the bid. OPC would have the same concern even if the
personnel involved worked for separate affiliates that had ownership ties.

The Staff pointed out a valid and important concern when they stated that “if there is an
appearance of UtiliCorp providing an advantage to its own bid, UtiliCorp may find that some
entities will not be willing to submit bids that otherwise would have done so.” The Staff’s
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opposition to getting involved in the process of selecting or recommending the selection of a
third party evaluator makes this approach even more questionable since a third party evaluator
would need to be perceived as truly independent if UtiliCorp chooses to submit its own EWG

proposal.

Another concern mentioned by the Staff in its May 1, 1998 letter was that the RFP lacks “a
section describing how the proposals will be evaluated and how the contract(s) will be awarded.”
OPC supports the Staff recommendation to hire a third party evaluator before sending out the
RFP so the evaluator could critique the RFP and describe the evaluation method/critenia to be
used. Public Counsel would appreciate being included in any discussions between the Company

and the Staff regarding the RFP process.

- Sincerely,

2. e

Ryan Kind
Chief Utility Economist
(573) 751-5563

~z7 A7
~ .Ki}‘/_ (.—- 2y /;.W‘-/
John B. Cofﬁf/ A
Senior Public Counsel

(573) 751-5565

ce:
John McKinney, UtiliCorp United Inc.
Mike Proctor, MO PSC Staff

Roger Steiner, MO PSC Staff

Martha Hogerty, MO OPC
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Request for Proposals
for
Resource Specific
Capacity & Energy
| for
Missouri Public Service

Issued: May 22, 1998
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A. Generai

UtiliCorp Energy Group is issuing this Request For Proposal (RFP) on behalf of
Missouri Public Service (MPS), a division of UtiliCorp United inc. (UCU).

MPS is an integrated electric and gas utility located in western Missouri and is a
member of the Southwest Power Pool and the MOKAN power pool.

The following RFP is for both annual and seasonal Resource Specific Capacity
and Energy resources. Financially firm energy proposals will not be accepted.

Resource Specific means the successful bidder must state the actual power
supply resource(s) that will provide the capacity and energy requested. The
resource(s) need not be stated in the proposal; however, the resource(s) must
be named and listed in any contract which may result from this solicitation.

This RFP is not a contract. Any contract(s) which may result from this RFP shall
be in accordance with mutually agreeable, specific terms and conditions
developed between UtiliCorp and the successful bidder(s). In addition, any
contract(s) resulting from this RFP shall be subject to the approval of all
regulatory bodies having jurisdiction.

UtiliCorp reserves the right to reject any or all proposals at its sole discretion.

Proposals shall be marked confidential and three copies shall be sent to Kiah
Harris at the following address. Proposals must be received no later than

5:00p.m. C.D.S.T., July 3, 1998.

Kiah Harris
Manager, Business Analysis and Consuiting

Burns & McDonnel

9400 Ward Parkway
Kansas City, MO 64114

B. Contract Capacities and Periods

Proposals are requested for the seasonal and annual capacity amounts shown in
Table 1. Note that UCU may purchase less than the amounts shown in Table 1.

Proposals for contract periods beginning June 1, 2002 or later must include a
huyout option. The price of the option shall be stated in $/MW-mo.

Note that the while the annual capacity amounts represent the total rescurce
need, the amounts listed under the three headings are not mutuaily exclusive.
For example, assuming that appropriate proposals are submitted, UCU may

Page | SCHEDULE FAD-10
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elect to purchase one of the following or similar portfolios to meet the needs of
MPS from 6/1/2000 - 5/31/2001, each of which would satisfy the total need of
325 MW '
o 100 MW of Jun-May capacity, 50 MW of Oct-May capacity and 175
MW of Jun-Sep capacity; or,
» 325 MW of Jun-Sep capacity and 75 MW of Oct-May capacity; or,
e 325 MW of Jun-May capacity.

Table 1: MPS Capacity Need

Contract Period Capacity Amount (MW)
Seasonal Capacity Annual Capacity
‘From To Jun-Sep Oct-May. Jun-May
| 6/1/2000 5/31/2001 Up to 325 ‘ Upto 75 Up to 325
6/1/2001 5/31/2002 Up to 500 Up to 250 Up to 500
6/1/2002 5/31/2003 Upto 575 Up to 300 Up to 575
6/1/2003 5/31/2004 Up to 650 Up to 350 Up to 650

C. Point(s) of Delivery

The point(s) of delivery shall be the interconnection point(s) of the MPS
transmission system with the Eastern Interconnection.

D. Capacity Pricing

Capacity price at the point(s) of delivery must be stated in $/MW-mo, fixed for

the applicable contract term. Proposals in which the capacity price varies in
each month of the contract period are acceptable.

E. Energy Pricing

Bidders are encouraged to submit creative pricing proposals. The energy price
must be for energy delivered at the Point(s) of Delivery. Energy prices may be
fixed or based on regionally recognized indices. The energy pricing
methodology must enable UtiliCorp to determine the energy price prior to
submitting a purchase schedule per Section H below.

Bicders may propose a variety of energy pricing methodologies which may
include, but are not limited to, the following elements:

SCHEDULE FAD-10
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On peak/off peak price Constant price

Monthly price Index price
Resource heat rate Resource variable O&M costs

The bidder shall provide any formula(s) used to calculate the energy price. The
bidder shall include the values of any constants and a definition of all variables

which make up the formula(s).

F. Buyout Option

A buyout option price must be provided for each contract period beginning on or
after June 1, 2002. The pricing of the option shall stated in $/MW-mo applicable
to those months remaining in the contract period subsequent to exercising the

option.

G. Transmission

The successful hidder shall provide firm transmission service from the proposed
resource(s} to the Point(s) of Delivery.

H. Scheduling

Proposals which allow hourly schedule changes are preferred; however, UCU
will consider any and all scheduling proposals. Bidders shall state what
scheduling requirements are proposed. At a minimum, proposed requirements
on the following items must be included in bidders proposal:

Resource Stant up costs, if applicable

Minimum purchase schedule

Minimum load factor & measuring period
Maximum load factor & measuring period
Minimum schedule block

Initial schedule submittal procedure

Subsequent schedule change procedure

Energy Block Requirements (ie: 7x24, 5x16, etc.)

[ Availabifity

Bicders must state and define the guaranteed availability level for the
* resource(s) that will provide the capacity and energy proposed.

SCHEDULE FAD-10
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The successful bidder will be required to reimburse UtiliCorp any incremental
cost incurred to acquire replacement capacity and energy due to the bidder's
failure to meet its availability guarantees.

Bidders shall provide the proposed maintenance schedule for unit contingent
resource(s).

J. Contact

For additional information regarding this RFP, contact Frank A. DeBacker as

follows:
Ph: (816) 936-8639
Fax: (816) 936-8695
E-mail: fdebacke2@utilicorp.com
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Power Supply RFP List

J. Craig Baker

interconnection Agreements & Marketing
American Electric Power

1 Riverside Plaza

Columbus, OH 43215-2373
614-324-4570 Main No.. 614-223-1000
Fax: 614-223-1823

Email; j.craigbaker@AEP.com

Robert Vinegra

Bulk Power Market Manager

Public Service Electric & Gas Company

80 Park Plaza, T21

Newark, NJ 07102

973-430-5211 Main No.: 973-430-7000 Fax: 973-623-9352
Email. rvinegra@pseg.com

Jim Moore

Ameren Company

1801 Chouteau Avenue

St Louis, MO 63103

314-554-3807 Fax; 314-554-4679
e-mait: james_c_moore@amer.com

Randall J. Piehler

Senior Marketing Representative
CoGen Development Company
150 West Jefferson Avenue
Detroit, Ml 48226

313-256-5857

Maureen Borkowski

Manager of Energy Services

Union Electric Company

1901 Chouteau Avenue

P.0. Box 149

St. Louis, MO 63166

314-621-3222 Fax: 314-554-4075

Thomas L. Dobson

Coastal Gas Marketing Company
P.O. Box 1087

Colorado Springs, CO 80944
715-520-4606

Bruce Andersen

Manager, Resource Acquisition
Duke Power Company

P.Q. Box 1006

Mail Code ECO3U

Chariotte, NC 28201-1006
704-382-8481 Fax: 704-382-1627

Revised:
May 18, 1998
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May 18, 1998

James C. Nixon

Director-Generation Marketing
Allegheny Power System, Inc.

800 Cabin Hill Drive

Greensburg, PA 15601
412-838-6215 Fax: 412-838-6009
Email: jnixon@aileghenypower.com

Ron Armstrong

Energy Trader

Virginia Electric & Power Company
5000 Dominion Bivd.

Gten Allen, VA 23060
804-273-3300 Fax: 804-273-4458

Jim Kasey

Vice President-Marketing

Louisville Gas & Electric Company
P.0. Box 32020

Louisville, KY 40232

502-627-2109 Fax: 502-627-3613

Jack Mayson

PacifiCorp

8551 SE Ankeny

Portland, OR 97216

503-251-5285 - Fax: 503-251-5201
e-mail: jackmayson@pacificorp.com
or cory.anderson@pacificorp.com

G.L. Hawley

Director,

Bulk Power Planning, Markeating & Tech. Services
Kentucky Litilities

One Quality Street

Lexington, KY 40507

606-367-1132 Fax: 606-288-1125

e-mail. gary.hawley@kuenergy.com

Paul Quilkey

Enron

1400 Smith

EB 3116E

Houston, TX 77002

713-646-8272 Fax: 713-853-7131
e-mail: pquilke@ect.enron.com

Bill Moh!
Koch Power Services
600 Travis Street, Suite 1200
Houston, TX 77002
713-229-4456 Fax: 713-229-4121
SCHEDULE FAD-11
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Jim Sadtier

Manager-Power Marketing
Indianapolis Power & Light

1230 West Morris Street
indianapolis, IN 46221-1744
317-261-8965 Fax: 317-830-5632
jsadtler@ipalco.com

Lioyd Kolb

Cinergy Services

4275 Little Road

Suite 205-15

Arlington, TX 76016-5616
800-522-2976

Fax: 800-522-2981
kalb@cinergy.com

Andy Netemeyer

Managing Director of Wholesale Sales

llinova Energy Partners

83855 Union Park Center, Suite 300

Midvale, UT 84047

E-mail: andy_netemeyer@www.iep.illinova.com

Elaine Walsh

Associate Council

Citizen's Power

160 Federal Street

Boston, MA 02110

617-912-6069 Fax: 617-912-5707
e-mait; elaine@citizenspower.comn

Betty J. Gallagher

Wholesale Account Manager
Commonweaith Edison Company
440 S, LaSalle St., Suite 3300
Chicagoe, W 60605

312-394-5811 Fax: 312-384-7571
Email: betty.j.gallagher@ucm.com

Becca Stone

CoEnergy Trading Company

150 W. Jefferson, Suite 1800
Detroit, Ml 48222

313-963-3251 Fax; 313-256-5739

Mike Martin

New Century Energies

P.O. Box 1261

Amarillo, TX 78170

806-378-2376 Fax: 808-378-2790
e-mail. mikema@swps.com

Revised:
May 18, 1998

SCHEDULE FAD-11
Page 3 of 7




Paige Morey

Southern Company Energy Marketing
900 Ashwood Parkway, Suite 490
Atlanta, GA 30338

770-821-7447

Dan Gordon

Constellation Power Service

39 W. Lexington Street

Baltimore, MD 21201

410-234-7858 Fax: 410-234-7858
e-mail: dgordon@powersrc.com

G.A. Sanden

Link Resources

145 Church Street

Marietta, GA 30060

770-919-7070 Fax: 770-219-9200
e-mail: gasanden@linkresources.com

Sherry Perchik

NP Energy Inc.

3650 National City Tower

101 S. Fifth Street

Louisville, KY 40202

502-560-5366 Fax: 502-560-5310
e-mail; sperchik@npenergy.com

John Catlin

Manager of Power System Qperations
Wabash Valley Power Association, Inc.
722 N. High School Road

Indianapolis, IN 26214

317-480-2842 Fax: 317-243-6416
e-mail: johnc@wvpa.com

Tamara Walden

WESCO

P.0O. Box 2848

Tulsa, QK 74101

818-588-3603 Fax: 918-594-1530
e-mail: walden_tamara@wes.twc.com

Sheila Byrne

Kansas City Power & Light Company
P.O. Box 418679

Kansas City, MO 64141
B16-654-1218 Fax: 816-654-1476
e-mail: sib2395@KCPL.com

Revised:
May 18, 1998
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Joe M. Simmons

Manager of Bulk Power

The Empire District Electric Company
P.O. Box 127

Joplin, MO 64802

417-625-5100 Fax: 417-625-5175
e-mail: jsimmons@empiredistrict.com

Steven T, Svec

General Manager

Chillicothe Municipal Utilities

920 Washington Street

Chillicothe, MO 64601
660-646-1683 Fax: 660-546-4180
e-mail; crmuofi@greenhitls.net

David D. Rich

Power Marketing Manager
Nebraska Public Power District
P.O. Box 499

Columbus, NE 68602-0499
402-564-8561 Fax: 402-563-5235
Email: ddrich@nppd.com

Thomas A. Imbler

-Manager, Bulk Power Marketing
Western Resources

818 South Kansas Avenue

Topeka, KS 68601

913-575-1504 Fax: 913-575-6010
e-mail: tom_imbler@wstnres.com

‘Myra Rivera

The Power Company of America

2 Greenwich Plaza, 2™ Floor

Greenwich, CT 06830

203-862-5400 Fax. 8853-0900

e-mail: mrivera@thepowercompany.com

Steve Kelley

PG&E/U.S. Generating Company
7500 Old Georgetown Road
Bethesda, MD 20814-6161
301-280-6895

e-mail: skelly@usgen.com

Laura Lind

NSP Energy Marketing

414 Nicollet Maill

Minneapotis, MN 55401
612-330-6644 Fax: 612-337-2284
e-mait. laura.j.lind@npsco.com

Revised:
May 18, 1998
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Bob Nuss

Manager-Energy Marketing Services
NESI Power Marketing

5265 Hohman Avenue

CISC Building

Hammond, IN 46320

219-853-5899 Fax: 219-853-5952
e-mail: muss@nitco.net

Mike Casper

Sargent & Lundy

55 E. Monroe

Chicago, IL 60603

312-269-3816 Fax: 312-269-1860

e-mail; michael.j.casper@sichicago.infonet.com

Bill Behling

VVP-Business Development
Catamount Energy Corporation

71 Allen Street, Building A

Rutland, VT 05701-4570
1-802-747-5598 Fax: 1-802-747-5478
bbehlin@catenergy.com

Ms. Wyn Michals

Vice President

Coral Power, L.L.C.

910 Louisiana, Suite 700
Houston TX 77010

Phone: 713-767-5611

Fax: 713-767-5328
wmichals@coral-energy.com

Doug White

Bulk Power Marketer
Carolina Power & Light

411 Fayetteville Street
Raleigh NC 27602

Phone: 919-548-2793

Fax. 919-546-3374

Email: doug.white@cplc.com

Tom Christenson

Basin Electric Power

1717 E Interstate Ave.

Bismark, ND 58501

Phone; 701-223-0441, ext. 2242

Revised:
May 18, 1998
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Bill Brauat, Jr.

General Manager, Marketing
Tenaska, Inc.

2000 E. Lamar Bivd., Suite 430
Arlington TX 76006

Phone: 817-462-1505

Fax: 462-1510

‘Email: wbjr@aol.com

So-June Min

PECO Energy - Power Team
2004 Renaissance Bivd.
King of Prussia PA 19406
Phone: 610-292-6634

Fax: 610-292-6644

Email: smin@pwrteam.com

Buzz White

Enserch Development Group
10375 Richmand, Suite 1575
Houston TX 77042

Phone: 713-954-4944

Fax: 713-954-4697

Email: swhite7 @enserch.com
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10700 £ast 350 Highway
Kansas City. Missouri 64138

UniuCorp UNITED

August 4, 1998 ———
ENERGYDNE

Mr. Mike Proctor _ Mr. Ryan Kind

Assistant Manager Chief Utility Economist

Federal/State Projects ‘ Office of Public Counsel

Missouri Public Service Commission Harry S. Truman Bldg., Ste. 250

310 West High Street PO Box 7800

Jefferson City, MO 65101 Jefferson City MO 65102

RE: Reissue of the Missouri Public Service Request for Proposal

Dear Gentlemen:

On April 7, 1998 Missouri Public Service (MPS) submitted a draft Request for Proposal

(RFP) for power supply resources to Staff and the OPC. MPS issued that RFP on May \
22, 1998 and bids were received on July 17, 1998. Responses were disappointingly few

and the costs alarmingly high.

Burns & McDonnell is in the final stages of evaluating the proposals and will finish their
work within the next few weeks. At this time, it is MPS’ opinion that its customers and
the Company would be betier served if MPS were to contract for its additional capacity
and energy needs for the 12 months beginning June 1, 2000; and to construct a ~500 MW
combined cycle power plant to meet the major portion of MPS’ power supply needs for
the period beginning June 1, 2001.

MPS plans to discuss the results of the RFP process and its implementation plan for
additional resources at-our August meeting which is tentatively set for August 24%,

In the event that the Staff and the OPC are of the opinion that:
e MPS should reissue the RFP for resources for 2001 and beyond; and that,
» MPS should submit a formal proposal in response to the RFP; and that,
¢ All proposals should be evaluated by an independent third party

MPS is submitting the enclosed draft RFP for review. The purpose for submitting the
revised RFP for Staff and OPC review at this time is so that MPS will be in position to
issue the revised RFP in late September if it is deemed prudent to do so.

Please note that the RFP is for unit contingent resources and the length of the contract
term now extends to May, 2007, .

SCHEDULE FAD-12
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Page Two
Mr. Mike Proctor
Reissue of MPS Request for Proposal

Please call me at (816) 936-8639 with any comments, suggestions or questions.

Sincerely,

poand UL e

Frank A. DeBacker
VP - Fuel & Purchased Power

Attachment

cc: John McKinney UCU w/ attachment
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Request for Proposals
for
Unit Contingent
Capacity & Energy
for
Missouri Public Service

Reissued: September 21, 1998
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General

On May 22, 1998, UtiliCorp Energy Group issued a Request for Proposal
(RFP) on behalf of Missouri Public Service (MPS), a division of UtiliCorp
United Inc. (UCU). Proposals were due on July 17, 1998. In late June,
the price for wholesale electric energy skyrocketed to levels of over one
hundred times the cost of production. The rapid run up in prices and
accompanying market uncertainty reduced the number of responses and
produced unrealistically high prices in the responses that were received to
the original RFP. In addition, some of the proposals that were submitted

were subsequently withdrawn..

Due to the above, UtiliCorp Energy Group finds it necessary to reissue the
RFP.

Prospective bidders are advised that based on what it considers to be the
high prices currently being quoted for resources, UCU intends to submit a
proposal in response to this RFP. UCU’s proposal will take the form of an
Exempt Wholesale Generator and will be responsive to requirements of
this RFP. In order to assure that all proposals are evaluated on a fair and
equitable basis, UCU has retained Burns & McDonnell to evaiuate all
responses (including UCU’s) to this RFP.

MPS is an integrated electric and gas utility located in western Missouri
and is a member of the Southwest Power Pool and the MOKAN power

pool.

The following RFP is for intermediate load, Unit Specific Capacity and
Energy resources.

UCU expects to dispatch the unit(s) as intermediate/peaking capacity with
annual capacity factors ranging from a low of 30 - 50 percent in the early
years to a high of 60 - 70 percent in the later years.

Unit Specific means the successful bidder must dedicate a specific
generating unit(s) that will provide the capacity and energy requested.
For existing units, the unit's name, location and the transmission system
to which it is connected must be stated in the proposal. Similar
information for new units must also be provided.

This RFP is not a contract. Any contract(s) which may result from this
RFP shall be in accordance with mutually agreeable, specific terms and
conditions developed between UtiliCorp and the successful bidder(s). In
addition, any contract(s) resulting from this RFP shall be subject to the

approval of all regulatory bodies having jurisdiction.

SCHEDULE FAD-12
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UtiliCorp reserves the right to reject any or all proposals at its sole
discretion.

Proposals shall be marked confidential and three copies shall be sent to
Kiah Harris at the following address. Proposals must be received no later
than 5:00p.m. C.D.S.T., November 13, 1998.

Kiah Harris

Manager, Business Analysis and Consulting
Burns & McDonnell

9400 Ward Parkway

Kansas City, MO 64114

Contract Capacities and Periods

Proposals are requested for unit contingent capacity amounts shown in
Table 1. UCU expects to dispatch the intermediate capacity portion at
annual capacity factors ranging from 40 - 80 percent with the lower
capacity factors occurring in the early contract periods. Peaking Capacity
will be dispatched at annual capacity factors of less than 25 percent.

Proposals for contract periods beginning June 1, 2003 must include a
buyout option. The price of the option shall be stated in $/MW-mo.

Table 1: Capacity Need

Contract Period Int. Capacity Peak Capacity

Amount (MW) Amount (MW)

From To Min Max Min Max
6/1/2001 5/31/2002 320 350 90 90

6/1/2002 5/31/2003 360 380 90 100
6/1/2003 5/31/2004 390 410 100 100
6/1/2004 5/31/2005 420 440 100 110
6/1/2005 5/31/2006 450 490 110 120
6/1/2006 5/31/2007 460 530 120 130

Point(s) of Delivery

The Point(s) of Delivery shall be the interconnection point(s) of the
resource with the local transmission system. UCU will provide the
necessary transmission to deliver the capacity and energy to MPS.

SCHEDULE FAD-12
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D. Capacity Price

The Capacity Price shall be given at the Paint(s) of Delivery and must be
stated in $/MW-mo, fixed for each year of the contract term.

E. Energy Pricing

The energy price must be for energy delivered at the Point(s) of Delivery.
Energy prices may be fixed or based on regionally recognized indices.
The energy pricing methodology must enable UtiliCorp to determine the
energy price prior to submitting a purchase schedule per Section H below.

Bidders may propose a variety of energy pricing methodologies which
may include, without limitation, the following elements:

On peak/off peak price Constant price Monthly price
index price Resource heat rate Start up cost

Variable O&M costs

The bidder shall provide any formuia(s) used to calculate the energy price.
The bidder shall include the values of any constants and a definition of all
variables which make up the formula(s).

UCU prefers an energy pricing methodology which would allow it the
maximum flexibility. To this end, UCU proposes that, for natural gas
fueled resources, UCU assume total responsibility for supplying the fuel
necessary to generate the energy supplied under the contract and pay the
supplier its variable O&M, start up costs, etc. Under this concept, the
supplier would provide the appropriate data and guarantee the heat rate
curve, variable O&M costs, start up costs, etc. of the unit(s).

F. Buyout Option

A buyout option price must be provided for each contract period
beginning on or after June 1, 2003. The pricing of the option shall stated
in $/MW-mo. that will be applied to the MW amount of the buyout and the
months remaining in the contract period subsequent to exercising the

option.

G. Transmission

Proposals must provide the name of the appropriate contact person for
the local transmission provider to which the unit(s) is connected. S

Page 3 SCHEDULE FAD-12
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UCU shail provide the necessary transmission service from the Point(s} of
Delivery to MPS,

Scheduling

Proposals which allow hourly schedule changes are preferred; however,
UCU will consider any and all scheduling proposals. Bidders shall state
what scheduling requirements are proposed. At a minimum, proposed
requirements on the following items must be included in bidders proposal:

Resource Start up costs

Minimum purchase schedule

Minimum load factor & measuring period
Maximum load factor & measuring period
Minimum schedule block

Initial schedule submittal procedure

Subsequent schedule change procedure

Energy Block Requirements (ie: 7x24, 5x16, efc.)

Guarantees

Bidders must state and define the level of the following performance
guarantees where applicable:

Availability Net Capacity
Heat Rate Curve  Commercial Operation
Start Up Time

The successful bidder will be required to reimburse UtiliCorp any
incremental cost incuired to acquire replacement capacity and energy due
to the bidder's failure to meet its performance guarantees.

The projected maintenance schedule for the proposed resource(s) shall
be included in the bidder's proposal.

Process Timeline

The total time to complete the bidding process is expected to be four to
five months and will generally follow the schedule shown below:

SCHEDULE FAD-12
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Issue RFP September 14, 1598

Receive Proposals November 6, 1998

Compiete Evaluation December 4, 1998

Contract Negotiations December 7 - 31, 1998

Execute Contract January, 1999
Contact

For additional information regarding this RFP, contact Frank A. DeBacker
as follows:

Phone: (816) 936-8639
Fax: (816) 936-8695
E-mait: fdebacke2@utilicorp.com
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UTILICORP UNITED INC.
MISSOURI PUBLIC SERVICE
1998-2003

PRELIMINARY
ENERGY SUPPLY PLAN

August 24, 1998
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1. EXECUTIVE SUMMARY

1.1 Objectives

UtiliCorp's regulated electric operations for its Missouri Public Service division
(MPS) face a 250+ MW shortfall of capacity and associated energy in the year
2000. This shortfall will grow to over 480 MW by the summer of 2003. The
capacity shortfall is principally driven by the expiration of three purchase power
contracts which total 295 MW in 1999 and the expiration of leases on 272 MW of

peaking capacity.

The principle bbjective of the 1998-2003 Missouri Energy Suppfy Pian is the
acquisition of incremental capacity and associated energy which will:

+ Provide a cost effective energy supply to MPS electric customers in the

short term; and,
s Assure that supply resources acquired have the ability to successfully
compete in future deregulated energy supply markets.

1.2 Planning Process

The MPS energy supply analysis began with market and resource need analysis -
which included:

Load Forecast, 1998-2017 _
National and Regional Capacity & Energy Price Forecasts
MPS Supply Requirements

MPS Supply Resources

Based on the future supply needs of MPS, three supply options were considered:

e Purchase Power Contracts
e Simpie Cycle Combustion Turbine Peaking Units
« Combined Cycle Combustion Turbine Units

As an initial step in meeting the MPS capacity and energy needs, a Request for
Proposals (RFP) was issued on May 22, 1998 which solicited proposals to supply
MPS’ incremental capacity needs in the years 2000 - 2003. Proposals were
received on July 3, 1998. '

In conjunction with the issuance of the REP, projections of the market clearing
prices for MPS and the adjoining regional markets were prepared along with
ownership cost estimates for the following resources:

* 1x100 MW Simple Cycle Combustion Turbine Unit
e 1x165 MW Simple Cycle Combustion Turbine Unit

1.1
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e 2x1865 MW Simple Cycie Combustion Turbine Units
e 1x250 MW Combined Cycle Unit
*  2x250 MW Combined Cycle Units A

The proposals received in response to the RFP were evaluated by Bums &
McDonnell and compared to the cost to supply energy from the most competitive of
the five UCU owned resource options listed ahove. A draft report outlining the -
results of the analysis conducted by Burmns & McDonnell is attached as Appendix A.-

The resutt of the above analysis is a preliminary supply plan which will meet all of
MPS' capacity and energy needs through 2003 and a major portion of its needs
thereafter. Conclusions and a recommended action plan are contained in sections

1.4 and 1.5 respectively.
1.3 Assumptions
Key data assumptions utilized in the analysis are shown in the following table.

Table 1.3-1: Data Assumptions

Topic Assumptions
Inflation Rates CPL 2.5%
(1998-2013) Construction Costs: 2.5%
O&M Costs: 2.5%
Cost of Capital Debt: 50% @ 7.0%

Equity: 50% @ 11% IRR
Discount Rate: 10%

Fuel Price Escaiation Natural Gas: Real + 0.50%
(1994-2013) - Real 2.50% PRB Coal: Real-0.50%
Hanna Coal: Real - 0.50%
Reserve Margin 13.0% Reserve Margin
Financial Data Federal Tax Rate - 35%

State Eff. Tax Rate - 5% {(MO)

1.4 Conclusions

Based on the 1998-2003 supply-side analysis, the least-cost plan for MPS consists
of executing short term purchase contracts to meet MPS capacity needs through
the year 2000, and the construction of a gas-fired 500 MW combined cycle unit to
meet ail of MPS’ capacity needs in the 2001-2003 time frame and a majority of its

needs thereafter.

The above supply plan provides the least cost means to meet the MPS capacity
and energy needs even though MPS' has a low annual Joad factor of <50% and an
abundant supply of iow-cost energy supplied by its existing resource base which is
64% coal-fired base ioad generating capacity.
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abundant supply of low-cost energy supplied by its existing resource base which is
64% coal-fired base load generating capacity.

The ability of combined cycle units to compete in the regional energy market place
enables these resources to provide sufficient revenue to offset their higher capital

cost.
1.5 Recommended Action Plan

As a result of the analysis outlined in this repon, it is recommended that UCU:
« Negotiate extension of the existing lease agreements on the Greenwood
combustion turbines. ' .
« Secure short term capacity to meet MPS' capacity needs thru 2000.
e Pursue the construction of a 500 MW combined cycle unit proposed with

an in service date of June 1, 2001.
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2. RESOURCE NEED ANALYSIS

2.1 National and Regional Forecasts

United States capacity supply needs in the 2001 - 2007 time frame are projected to
“be 100 - 175 GW in excess of existing and committed capacity. If displacement of
inefficient fossil and nuclear generation is considered the shortfall increases an
additional 40-50 GW. Chart 2.1-1 presents this data in graphical form.

Chart 2.1-1: U.S Projected Capacity Short Fall

500
850 -
800 -
750 -
700 -
650 -
600
550 -
500 -
450 -
400 -

350 T T Ll T L — L I T

1982 1985 1988 1991 1994 1997 2000 2003 2006

Peak (GW

Historical

Average Annual Growth |
(1982-1997): 2.8%

On a national basis, U.S. and Canadian capacity reserve margins have been
decreasing for the past fifteen years. in the U.S., reserve margins will fall below ten
percent around turn of the century. Chart 2.1-2 shows the projected reserve
margins for both the U.S. and Canada. Note the dramatic impact of premature
nuclear retirements on the reserve margins of both the U.S. and Canada.

On a regional basis, the decline in the reserve margin becomes more dramatic in
many regions of the U.S. Reserve margins are projected to fall below zero by 2002
in ECAR, MAPP, MAIN and portions of SERC. Table 2.1-3 presents the reserve
margin for all NERC regions and sub-regions of the U.S.

b
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Chart 2.1-2: Projected U.S. & Canadian Reserve Margins
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Table 2.1-3: Projected U.S. Regional Reserve Margins

Region Reserve Margin (%)
1995 1998 2002 2002 NS*

ECAR 11.5 8.5E -2.6 -3.2
ERCOT 18.5 14.8E 3.4 3.4
MACC 15.4 14.0 1.6
MAIN AR 68 g s - I
MAPP 1130 4B Eeee-B =134
NPCC 30.0 24.0 2.7
- NY 30.8 23.3 6.2™
- NEPOOL 28.8 24.0 -7.5™
SERC 10.3 8.2E

- Florida 9.0 7.1E 3.1 3.1
- Southem 9.9 0.5 =110 | -11.0
-TVA 0.7 5.6 -3.1 -3.1

- VACAR 21.3 17.7E 6.6 6.6
SPP 14.5 130 1 2.0 1.0
WSCC - - - -

- Northwest 17.6 . 1.1E 3.5 3.5

- California 14.8 13.9E 3.2 3.2""
-AZ/INM 10.7 14.4E 3.5 3.5
- Rockies - 22.7 22.0 10.6 10.6

*With Premature Nuclear Shutdowns (NS)
**Region also includes inefficient Fossil capacity with potential for displacement.

Projections of the regional marginal energy price are key to the determination of the
profitability of generation resources in a competitive marketplace. To obtain an
unbiased forecast of marginal energy prices, the firm of Hill & Associates was
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retained in December, 1997 to prepare a forecast for the years 1998 - 2017, Key
financial and fuel price assumptions for the forecast are shown in Table 1.3-1in
section 1.3. The other major driver in the forecast is the timing of additional
generation resources. For the purpose of this forecast, additional generation
capacity was added when the average annual marginal energy price in a region
reached $26.00/MWh in 1997 dollars. In order to obtain more accurate pricing of
seasonal and time of day energy cost, each year was divided into four seasons
(summer, fail, winter and spring) and each season divided into three time periods:

Off peak Midnight to 8AM
~ On Peak 8AM - Midnight, except 3PM - 6PM
Peak 3PM - 6PM

Chart 2.1-4 shows the projected marginal energy cost for the MPS aréa for the

years 1998 - 2007. Projected prices for the northern region of the SPP are similar.

Chart 2.1-4: Time Differentiated Energy Price Forecast for MPS Area
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2.2 MPS Capacity Needs

Table 2.2-2 provides a summary of the MPS loads and resources forecast for MPS
over the 1898-2004 pianning horizon. The forecast assumes that MPS will be
successful in retaining the peaking capacity associated with the leased units. New
capacity of 256 MW will be required by 2001 to meet MPS’ projected capacity
needs. This need will grow to 480 MW by the summer of 2003.

Table 2.2-1: MPS Loads & Resource Summary
Year>> 1998 1999 2000 2001 2002 27.003 2004

MPS Demand
Forecastin MW
Base Forecast 1,167 1,203 1,237 1,268 1,297 1,331 1,369
Less Interruptables is) {5) (%) {5) £ {8) {5)
Net 1,162 1,198 1,232 1,263 1,292 1,326 1,364

MPS Generation 1,045 1,045 1,045 1,045 1,045 1,045 1.045
Capacity in MW ’

MPS Purchased 345 395 115 - - - -
Capacity in MW

MPS Total Capacity 1,390 1,440 1,160 1,045 1,045 1,045 1,045

in MW

CLapacity Margin in 228 242 {72} {(218) (247) {281} {319)
MW ’
Required Capacity 174 179 184 189 193 ) 198 204

Margin in MW

Capacgity Surplus 54 63 (256) {407) (440) (479) (5213)
{Deficit)
2.4 SCHEDULE FAD-13
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3. EXISTING SUPPLY RESOURCES

3.1 Generation

During 1997, UtiliCorp’s Missouri Public Service (MPS) electric operations
consisted of 14 generating units with an accredited capacity of 1,045 MW. Actual
system coincident peak load was 1,131 MW in July 1997, Actual system load
factor was 47%, based on net energy for ioad of 4,657,936 MWH dispatched. The
‘MPS capacity mix was 36% peaking capacity and 64% base load capacity in 1897.
‘MPE’ single largest generating unit is the coal-fired Sibley Unit 3, which has a net
rated capacity of 396 MW. MPS’ other coal-fired resource is its 176 MW ownership
in the Jeffery Energy Center. MPS also owns 105 MW of peaking capacrty and

leases an additional 267 MW of peaking capacity.

3.2 Purchased Power Contracts

MPS purchases capacity and energy through purchase power contracts with three
neighboring utilities.

The first contract is with Associated Eiectric Cooperative (AEC). Capacity and
energy are purchased under an agreement executed in 1987, and amended in
1988, 1989 and 1994. The AEC purchase contract expires on May 31, 2000, at
which time the contract capacity amount totais 190 MW. ‘

The second contract is with Union Electric (UE).. Capacity and energy are
purchased under an agreement executed in 1987. The UE purchase contract
expires May 31, 2001, at which time the contract amount totais 115 MW.

The third contract is with Kansas City Power and Light (KCPL). Capacity and
energy are purchased under an agreement executed in 1997. The KCPL contract
expires on September 30, 1999, at which time the contract capacity amount totals

90 MW.

The following table summarizes the purchased capacity amounts from the AEC, UE
and KCPL contracts available in the years 1997 - 2000: . '

Table 3.2-1: MPS Purchase Power Contracts

Year (June 1) | AEC Contract | UE Contract KCPL Total
(MW) (MW) Contract (MW)
{MW)
1997 150 115 30 295
1998 170 115 60 345
1999 190 115 90 385
2000 - 115 -- 115
3.1 SCHEDULE FAD-13
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3.3 Power Plant improvements

The supply-side resource analysis included identification of specific re-powering
and equipment modification options for existing MPS generating resources. These
power plant improvement options have been identified based on inquiries to
equipment manufacturers. The cost estimates for these options are too preliminary
to quantitatively analyze them in the supply-side resource analysis at this time. it
shouid be noted that the total of potential capacity increase of 54 MW represents -
only 10 percent of MPS’ incremental capacity need through 2001,

A. New High Flow Inlet Guide Vanes - Greenwood (8 MWs)

Combustion turbine inlet guide vanes (IGVs) act as air flow limiters during startup
and low load operations. This necessary feature for low load situations can
penalize full load capacity by restricting air flow. 1GVs are an item typically requiring
" replacement due to fatigue. Using new alloys, thinner IGVs can replace the

- originals and provide greater air flow and with it higher capacity. These potential
modifications at the Greenwood Plant have the advantages of not impacting O&M,
emissions rates, or operating procedures.

B. Water injection - Greenwood (12 MWs)

The capacity of a combustion turbine is directly proportional to the mass flow
through the turbine. Water can be injected at the turbine inlet through the fuel
nozzle to increase the mass flow. The advantages of this modification at the
Greenwood Plant are that it lowers NOx, is easily dispatched, and has industry
acceptance. Disadvantages are the delivery, handling, storage and processing of
the water, and water injection has a negative impact on the turbines heat rate.

C. Upgrade Jet Engines - KCI Airport (4 MWs)

The jet engines at Kansas City Intemational (KCI) Airport are late 1960s vintage.
The manufacturer made improvements to these engines throughout the 1970s. In
general, the capacity of these units is limited by the firing temperature. Replacing
the units' blades and vanes with higher temperature components will allow the units
to operate at higher temperatures. The advantage of these modifications to the
KCI jet engines include no impacts to O&M, operating procedures, or emissions
rates. Upgrades during 1995 totaling 10 MW to the existing KCI Units 1 and 2 are

included in the existing resources.
D. Boiler/Turbine Upgrade - Sibley (30 MWs)

The turbine manufacturer, Westinghouse, and the boiler manufacturer, Babcock &
Wilcox, have indicated that additional capacity can be achieved through
modifications to their equipment and some plant auxiliaries. Evaluation will include
impact on fuel biend, emission rates, heat rate and total installed cost.

3.2 . SCHEDULE FAD-13
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3.4 Combustion Turbine Lease Renewal | -

MPS currently leases the majority of its combustion turbine capacity. The following
table shows the unit, capacity and current lease termination date for these units.

Table 3.4-1 Leased Combustion Turbine Data

Unit Name Capacity (MW) | Lease Termination
Nevada 20 June, 1999
Greenwood #1 62 June, 2000
Greenwood #2 62 June, 2000
Greenwood #3 62 June, 2002
Greenwood #4 61 June, 2004

The following action plan has been initiated to determine whether UCU should
renew the leases, terminate the leases or purchase the units.

» Determine the market value of the units to the lease holders.
» Determine the value of the capacity to MPS.
» Develop Renegotiation Strategy

The above process revealed a gap between the value of the units to the lease
holders and the value to MPS with the value to MPS being approximately twice the
market value of the units to the lease holders. Using this information, a strategy

- was developed which will offer the foliowing options to the lease holders::

1) Purchase the units at a price that is equivaient to the NPV of the five year

lease payments; or,
2) Lease the units for five years for a lease payment stream which will have

the same NPV as the unit’s fair rmarket value.

Based on its analysis of the inability of simple cycle combustion turbine technology
to compete in a deregulated marketplace and the age of the leased units, option 2
is the preferred option. '

The following table shows the time line for completion of the action pian.

Table 3.4-2: Timetable for CT Lease Renewal/Purchase

Activity Date
Complete Market Value Study June 15, 1998
Complete Lease/Buy Analysis June 30, 1998

Compiete Nevada Negotiations | December 1, 1998
Complete GEC 1 & 2 Negotiations | December 1, 1999
Complete GEC 3 Negotiations December 1, 2001
Complete GEC 4 Negotiations December 1, 2003

3.3 SCHEDULE FAD-13
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4, FUTURE SUPPLY OPTIONS

4.1 Introduction

As mentioned in section 1.2, two types of future UCU-owned supply resources were
evaluated. This section provides technology descriptions for each of these

resources. Cost data and operating characteristics are presented for the UCU-
owned supply resources which are shown in Table 4.1-1.

Table 4.1-1: UCU Owned Supply-Side Resources

Description Service Class | Construction Ownership Cost in
Costin $/kw | $/kw-mo. @ 11% IRR
1x100 MW CT Peaking $294 ~-$4.25
1x165 MW CT Peaking $263 ~$4.00
2x165 MW CT Peaking | $259 ~$4.00
1x242 MW CC | Intermediate $425 ~$6.40
2x242 MW CC Intermediate $361 ~$5.50

4.2 Peak Load Supply Resources

Combustion 'I_'urbine

Combustion turbines consist of an air compressor, a combustion chamber, and an
expansion turbine. Gaseous or liquid fuels are bumed under pressure in the
combustion chamber, producing hot gases that pass through an expansion turbine,
driving an air compressor and an electrical generator. This arrangement, with no
recovery of the energy contained in the high temperature exhaust gases, is referred

to as a simple cycle.

The combustion turbine technology is a mature technology which has quick starting
capabilities, ease of siting, low capital costs, relatively short construction time, and
lower air emissions than coal-fired resources. However, the units bum natural gas
or oil which are relatively costly fuels subject to substantial price fiuctuations.
Combustion turbines thus have high operating costs at higher capacity factors.

4.3 Base & intermediate Load Supply Resources

Combined Cycle

A combined cycle facility includes a combustion turbine, a heat recovery steam
generator (HRSG) and a conventional steam turbine. Exhaust gases from the
combustion turbine are used to generate steam in the HRSG, which powers the
steam turbine. Combined cycle is a mature technology with numerous facilities
operating throughout the United States.

4.1 SCHEDULE FAD-13
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The combined cycie has greater efficiency than the combustion turbine, has a short
construction time, can be constructed in stages, and has lower air emission rates
than conventional steam turbine generation units. Combined cycie units can be
designed to bum a variety of fuels including natural gas, syngas, biogas and fue! oil.

The current. combined cycle technology has demonstrated NOx emissions as low
as 8 PPM without SCR or water injection and the thermal cycle efficiency is

approaching 60 percent (LHV).

With the addition and expansion of digital based control systems combined cycle
plants can deliver an average annual availability greater than 98 percent while

providing daily cycling capability.

To provide the maximum amount of operational and marketing flexibility, the
combined cycle plant could be constructed in stages with the simpie cycle
combustion turbine being constructed first followed by the HRSG and steam
turbine. Operational flexibility wouid be maximized with the addition of bypass
dampers in the combustion turbine exhaust to aliow operation of the combustion

turbine in simpie cycle mode.

44 Resource Analysis

Analysis of the competitive potential of UCU owned supply resources involved the
use of screening curves. Screening curves representing each technology option
are placed on a common chart. Each option is represented by a line that gives the
total “all in" production cost in $/MWh as a function of capacity factor. The
intersection points where the cost of one option is equal to the cost of an altemative
represent the capacity factor at which the options are equal in cost. At any given
capacity factor, the option with the lowest cost will be represented by the lowest
curve on the chart. The screening curves for the five UCU owned supply options

"are shown in Chart 4.4-1 on the following page.

These screening curves enable the comparison of costs for each resource across
the range of capacity factors at which the resource can operate. This approach
clearly demonstrates the least-cost resource options at various capacity factors;
indicates the capacity factor range over which the altemative has the least costs
and reveals if a resource is least cost at any capacnty factor. :

The information shown in Chart 4.4-1 was used to compare the total cost of the
various resource types across the spectrum of annual capacity factors. As can be
seen in Chart 4.4-1, the “2x250” combined cycle option has the lowest operating
cost at annual load factors greater than 25%. This is due to economies of scale of
large units and the efficiency advantage of combined cycle units when compared to

simple cycle units.

4.2 SCHEDULE FAD-13
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Chart 4.4-1: “All In” Production Cost vs. Load Factor
for five Supply Alternatives
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To determine whether a large combined cycle unit would be able to compete in a
deregulated marketplace, the annual ownership cost was compared to the annual
revenue stream that could be expected from selling the energy output into the
regional market at the projected market clearing price. Chart 4.4-2 compares the
levelized annual ownership cost in $/kw-mo. of a 2x250 MW combined cycle unit to
the annual revenue stream expressed as expected as a monthly capacity payment.
As can be seen, the “2x250MW"” unit becomes competitive in 2006.

Based on the analysis described here, UCU chose to evaluate the “2x250" MW
combined cycle unit against the proposals received in response to the RFP issued
on May 22, 1998.
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Table 4.4-2; Levelized Qwnership Cost vs. Energy Revenue ;
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5. SUPPLY RESOURCE ANALYSIS

The analysis of the proposals received in response to the RFP issued on May 22,
1998 was conducted by Burns & McDonnell. Their preliminary report is attached as

Appendix A.

Proposals were received from seven different firns. Only two of the proposals were -
tor capacity and energy from existing resources. The remaining proposals were for
capacity and energy from resources now under construction or from resources

which would be constructed if the bidder was chosen in the evaluation process.

In summary, the results of the analysis indicate that UCU’s proposal to construct a
“2x250" MW combined cycle unit provides MPS the lowest cost energy supply. The
total energy supply cost is strongly influenced by the incremental revenue resulting
from off-system sales of energy produced by the proposed combined cycle unit.
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August 21, 1998

Mr. Frank DeBacker

Vice President - Fuel & Purchased Power
Utilicorp United

10750 East 350 Highway

Kansas City, Missouri 64138

1898 - 1908

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 to the request for proposals (RFP) issued by Utilicorp United
-(UCU). The proposals were opened on July 6, 1998 with representatives of UCU and
Burns & McDonnell in attendance, Proposals were received from the following

companies in alphabetical order:

e Aquila 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 (Southern)
Southwestern Public Service Company (SPS)

The objective of the evaluation 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 all information used in the modeling that was not specifically provided in the

offers.

Combinations of the power supply options were made as necessary to minimize total
expenses and meet the capacity requirements of UCU in the evaluation period. 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
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Mr. DeBacker
August 21, 1998
Page 2

this surplus energy was the spot market price of energy less $2.00/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 scenarto did not take into account the sale of surplus energy.

1898+ 1998

Table 3 shows the results of the RealTime modeling for the scenario with energy sales.
The cases shown in the table represent the lowest cost cases developed by Burns &
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 resuits in total expenses of $391,167,001, approximately
$25 million less than the next least expensive case which includes 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 Aquila, SPS, and a 55 MW unit-contingent purchase in the first twelve
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 case over 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,

Daniel A. Froelich, P.E.
Vice President

e
i
7 James M. Flucke, P.E.

Project Manager
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Tabie 1
Assumptions Made for RealTime Modeling

Evaluation period - June 1, 2000 to May 31, 2004,
Capacity and demand forecasts for 2001-2004 provided by Utilicorp.

Spaot market energy price forecast provided by Utilicorp.
MPS internal wheeling charges are assumed to the same far both generation built internal to the MPS

transmission system and power delivered from gutside the MPS transmission system.
MPS natural gas price forecast provided by MPS egquals Henry Hub Index price forecast minus $0.08/mmBtu plus
$0.35/mmBty in transmission charges.
At the direction of Utilicorp, peaking capacity assumed to be available for $4.00kW-mo.
Sales of excess energy were made at the spot market energy price less $2.00/MWh.
Information on 55 MW unit-contingent purchase provided by Utilicorp.

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

Basin Electric Power Cooperative

Carolina Power & Light
Cost of natural gas assumed to 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 beyond the evaluation period has nat been taken into consideration.

Cost of natural gas assumed to be equal to Utilicorp's cost of natural gas.
Assumed Availability Adjustment Factor equal to one for the second and third years of the contract.

Gross Domestic Price Deflator assumed to equal three percent,

NorAm .
Transmission charge of $998/MW-mo. based on present Ameren transmission charges and $1.37/Mwh provided by NorAm. .

NP Energy
Market based hourly energy price forecast provided by Utilicorp.

Transmission charge of $2,457/MW-mo. provided by Utilicorp.

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

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

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

Assumed transmission charges equal to $4,033/MW-mo. provided by Utilicorp.
Capacity charges not included in mede! but were added to the total expenses on the "RealTime Modeling Resuits" spreadsheet.

Assumed losses of 8.05% for both capacity and energy provided by Utilicarp.

Utilicorp United
Fuel costs based on heat rate curves and natural gas price forecasts provided by Utilicorp.

Combined-cycle capacity addition of 500 MW on June 1, 2001.
Capacity charge of $5,50/kW-mo with no escalation assumed for CC units based on discussions with Utilicorp.

Operation & Maintenance cost forecast provided by Utilicorp.
" Capacity charges not included in mode! but were added to the total expenses on the "RealTime Madeling 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
ucu - 500
Aquila 1a 100 100
Adquila 1b 75 75
- Aquila 3 100
SPSA 75100 75
SPS Peak 25 25
Basin <=100
NP Energy 100
Southern 100
CP&L 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract
Total Capacity Additions (MW) 255 540 540 540
Excess Capacity (MW) 0 135 100 60
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Tabie 2 (Cont.)
Case 2 Description

Evaluation Period
June, 2060 June, 2001 June, 2002 June, 2003
to to to to .
Case 2 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW) 255 405 440 480
Offered Capacity {(MW) Capacity Utilized {MW)
LS Power 540
uCy 500 500 500 500
Aquila 1a 100 100
Aquila 1b 75 75
Aquila 3 100
SPSA 75-100 75
SPS Peak 25 25
Basin <=100
NP Energy 100
Southem 100
CP&L 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract
Total Capacity Additions (MW} 255 500 500 500
Excess Capacity (MW) 0 a5 80 20
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Table 2 (Cont.)
Case 3 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 .June, 2003
to ta to to
Case 3 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 10D 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
Southemn 100 100 100 100
CPa&L 150 150 150 150
NORAM 100 ‘
Unit-Cantingent 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 to {0 o
Case 4 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW) 255 405 440 480
Dffered Capacity (MW) Capacity Utilized {MW)
LS Power 540
ucu 500
Aquila 1a 100 100
Aquiia 1b 75 75
Aquifa 3 100
SPSA 75100 75 100 100 100
SPS Peak 25 25
Basin <=100
NP Energy_ 100 100 100 100
Southem 100 100 100 100
CP&L 150 150 150 © 150
_ NORAM 100 .
Unit-Contingent Purchase 55 55 i -
Peaking Caontract , 30
Total Capacity Additions {MW) 255 450 450 480
Excess Capacity (MW) 0 45 10 Q
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Tabie 2 (Cont.)
Case 4a Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
to to - to to
Case 4a May, 2001 May, 2002 WMay, 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 :
SPS Peak 25 25
Basin <=100
NP Energy 100 100 100 100
Southem 100 100 100 100
CP&L 150 " 180 150 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract 130
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 o

Evaluation Pericd
June, 2000 June, 2001 June, 2002 June, 2003
to to 1o o
Case 4b 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
Aguila 3 100
SPS A 75-100 75
SPS Peak 250 25
Basin <=100
NP Energy 100 100 _ 100 100
Southem 100 100 100 100
CP&L 150 150 150 150
NORAM 100 100 100 100
Unit-Contingent Purchase 55 55 .
Peaking Contract 30
Total Capacity Additions (MW) 255 450 450 - 480
Excess Capacity (MW) o 45 10 0
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Table 2 (Cont.)
Case 5 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
to to to to
Case 5 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW){ 255 405 T 440 480
QOffered Capacity (MW) Capacity Utilized {MW)
LS Power 540
ucu 500
Aguila 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 Enemy 100 100 100 100
Southem 100
CP&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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Tabie 2 (Cont.)
Case 6 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
[(e] 1o to to
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 100 100 100 100
CP&L 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract 5 40 80
TJotal Capacity Additions (MW] 255 405 440 480
Excess Capacity {MW) ] 0 0 0
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Tabie 2 {Cont.)
Case 7 Descrigtion

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
- to o to to
Case 7 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
Aguila 1a 100 100
Aquila 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
Southem 100 ] 100 100 100
CP&L 150
NORAM 100 100 100 100
Unit-Cortingent Purchase 85 55
Peaking Contract 5 40 80
Total Capacity Additions (MW} 255 405 440 480
Excess Capacity (MW) 0 0 0 0
SCHEDULE FAD-13
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Table 3

RealTime Modeling Results with Sales
Jume 1, 2000 to May 31, 2004
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TG D09.008 | SZ599a9.146) 1 3651426113 19V.167.00) 0.0%) 3
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AT41 387 3 130812148
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1.648.199
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12224 3110388
0394,TI1]  -dI8.989,148
T 298759200  -3113377.263( 3 29208174713 8,000 764 11.6%) §_ 45196781
a1 J7Z064] 3 35093650
Toa0 7[5 15898 100
171] § 24370533
[£7] 4,811,451
a3 1648200
FRAFL. ] 91.74a 913
11,0880 3 7.730.085 |
12622 3.1, 54 |
[] 1 440.000
4 507,503/ .u:ubl.lm
T TN | S1137000F Y 7RLTeeass )l AIIATE 10.0%1 5 39.096.373
211870
N R e T Ty 1 —
t 207004423 R7623010] §___ I05. 746370 | 3 436540983 T 8%] 3 45.381.984
——rn ]
TN E T | 104 5ead3n] ¥ 19D M4 | § 440176500 V2| 3 49.009.433

CP&L

Soutvam
WP £
Agquiy Opean Ta &1/2000 « SO2000 X
[Acuds Dpsan 1a TO172000 - 303 172001 K
Nordun 100 1,514 314, TZ.I12.404
(5P Gyaen A [Partsl Ragcemant] 7 i saT[s e 0e T8
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$ RI1SNMN.0M9 £79,905 446( 3 231928 | 3 450.122 569 15.2%] 353155568
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e e}
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§ 40800
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801, — R
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Table 4
RealTime Modeling Results without Saies

June 1, 2000 to May 31, 2004
Capacity Energy Toual Total Total % Apove Least 5 Abowe Leas|
Case Contradt MW Awn Cost 3 Purchases § Generatinns Cost § Expense $ Expensive Case Expensrve Cass
Case | 3 JATBIORS ] % 228719801 | § 476.201 8858 4.9%) 3 22,132.488
LS Powar Uil 1 [Onéng 2001) 270 3450,651] 3 128.875.814
LS Powar Unit 2 {Onina 2001} 770 1,199,577 §_ 19414323
Aquila Opwon 18 S/1/2000 - 902000 00 6! 4801528
>W=»o¥,§ Ta_ 1041/2000 - 53172001 15 [ 1.840.200
SPS Option A (Pwilal Requinenhent) T35 175,694 12,420,151
3 f3 10,918 1.723.930
35, 9.778) 3.016.014
Casn 2 3 443309288 423,304,758 | 3 467839684 0% 5 11.820.284
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Conhidential

It

Proposal to UtiliCorp Energy Group
in response to
Request for Proposal

on behalf of
Missouri Public Service Company

Submitted by: Carolina Power & Light Compdny
Julv 2, 1998
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CP&L

July 2 {998

PO Box 1551
411 Foystteville Stroet Mall
Raleigh NC' 27602

Mr. Kiah Harris ,
Manager, Business Analysis and Consuiting
Burns & McDannell

9400 Ward Parkway

Kansas City, MO 64114

Re: CP&L’s Proposal Submittal in regard to Utilicorp Energy Groups’s RFP

Dear Mr. Harris:

To help meet Missouri Public Service’s growing business needs for creative power supply solutions,
CP&L is pleased to respond to UtiliCorp Energy Group’s May 22, 1998 RFP. Enclosed you will find
one original and three copies of our proposal for your consideration.

The consummation of the proposals provided herein is subject to the execution of a mutually agreeable
contract and the approval of our respective management. By accepting these proposals for review,
Utilicorp Energy Group agrees that these proposals in their entirety shall remain confidential, except as
required to be disclosed by law and only to the extent required by law. CP&L shall be notified prior to
any release of information contained in these proposals. This offer will expire on September 1, 1998.
Please let me know if these conditions are not acceptable to Utilicorp Energy Group. :

We appreciate the opportunity to provide these proposals. [ look forward to hearing from you regarding
your evaluation of our proposals. '

Yours truly

c:.‘%culasxﬂ aum/o

Karla Haislip
Builk Power Marketer

enclosures {original and 3 copies)

SCHEDULE FAD-13
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Proposal Overview

TATOTITE POWET & LIt COTPaY (G P& Ly 1S COMMITEA [0 DECOmING a power SUpplIer for .

Missourt Public Service. We plan to be your energy supplier of choice by offering a competitive,
reliable solution to your power supply needs.

CP&L 1s an investor owned utility, providing electric power to approximately 1.1 million
customers in eastern and western North Carolina and central South Carolina. Founded in 1908
and headquartered in Raleigh, North Carolina, the company has over {0,000 MW of Contributing
Resources. Our generating facilities represent a flexible mix of fossil, nuclear and hydroelectric

© Iesources.

CP&L is pleased to respond to Missouri Public Service's power supply needs described in its
May 22, 1998 request for proposal (RFP) by offering the following proposal, that offers a unique

solution for your consideration for a four year term.

We have designed our proposal to provide Missouri Public Service with a power supply option
that can be used to shape a solution that best fits Missouri Public Service’s needs. A closer look
at this proposal will reveal a solution that offers competitive indexed energy pricing..

CP&L is committed to becoming a power supplier for Missouri Public Service. We appreciate
the recent opportunity to provide this proposal. -Since this is a preliminary introduction to

Missouri Public Service, we would value the opportunity to meet and discuss this proposal in
further detail as well as your other business needs for the future. We look forward to working

with you to finalize the details of this or any other solution that will meet your power supply

needs.

SCHEDULE FAD-13
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CP&L’s Proposal

m—

? 3 m ) n
MW?’s. Term of four (4) years beginning Junet, 2000 and ending May 31, 2004.

Energy Price: (Pricing at Missouri Public Service’s Border) The energy price would be based
on a mutually agreed upon gas index at the facility and will include transportation, variable
O&M fees, and a heat rate assumption of 12,000 BTU/kWHh.

Firmness: This sale is a unit power sale, with a 5% effective forced outage rate. The effective
forced outage rate is measured based on peaking availability. Terms and conditions for
performance based compensation for exceeding the 5% to be negotiated.

Energy Scheduling: Missourt Public Service provides to CP&L daily, a rolling seven-day
estimate of hourly energy usage by 8:00 a.m. The actual energy schedule is fully dispatchable,
meaning that Missouri Public Service may make same-day adjustments within reasonable limits

with one-hour notice.

Transmission and Ancillary Services Pricing: CP&L will purchase these services necessary
and will deliver capacity and energy to Missouri Public Service's border. The price for these

services is included in our proposal.

Delivery Point: The delivery point shall be at the interconnection between the facility and
Missouri Public Service’s transmission system. CP&L reserves the right to provide energy at
alternate delivery points into the Missouri Public Service system.

Siting: Missouri Public Service will assist in site location and development. CP&L will have the
right to deliver excess capacity and energy to Missouri Public Service’s interconnections and will
reimburse Missouri Public Service for transmission losses to the interconnections. CP&L has
made certain assumptions concerning siting, transmission and fuel supply. Additional
information would allow CP&L to refine proposal.

Capacity Pricing

Years 2000 2001 2002 2003 2004
Demand  Charges $4690 $4310 $4950 £5050 $5180
(5 MW-month) ‘

SCHEDULE FAD-13
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Southern Company
Energy Marketing L.P.
200 Pethoke: Park b
Sare 200

Heustan, Tees 71079

[l 281 384 2900
300 304 2726

br G s R L e pur

SOUTHERN Ii
COMPANY

July 2, 1998
Energy to Serve Your World™

PRIVATE & CONFIDENTIAL

Kiah Harris

Manager, Business Analysis and Consulting
Burns & McDonnell

8400 Ward Parkway

Kansas City, Missouri 64114

Subject: Capacity and Energy Purchase Proposal

This document represents possibie terms under which Southem Company Energy Marketing “SCEM™
would provide capacity and energy to Missouri Public Service (MPS), a division of UtiliCorp United Inc.
{UCU) per UCU's Request for Proposal (RFP) issued May 22, 1598. SCEM proposes to invest in capital
assets to respond to MPS’s capacity and energy needs from June 1, 2001 through May 31, 2004. SCEM
would be receptive to extending the term of this agreement to compiement MPS's future capacity and
energy requirements. The assumptions and pricing scenarios are included on the following Attachments,

This proposal serves only to set out certain key terms and conditions that SCEM, based upon current
market conditions, believes might be agreeable to MPS for inclusion in any final, mutually executed
agreement on the subject transaction and, as such, does not constitute an offer nor does it obligate either
party to proceed further. Certain additional, material terms would have to be negotiated and agreed upon
before either SCEM or MPS would incur any contractual obligations to the other, and such further
negotiations may necessitate changes to the terms and conditions set out in this letter.

SCEM appreciates the opportunity to work with MPS on this RFP and future opportunities. We welcome
your comments regarding this propoesal and any additional services you may require. Should you have
questions, please contact me directly at (281) 584-3962.
Very truly yours, '

- ! H .

s
. ,&/
\_/‘.’i ‘/ + f———

Pat Mann

Manager

cc: Henderson Cosnahan
Ress Young

SCHEDULE FAD-13
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PRIVATE & CONFIDENTIAL

Missouri Public Sarvice

Kiah Harris
Non-Binding July 2, 1998
Rea: Capacity and Energy Purchase Proposai
Pricing Proposal
Contract Term: June 1, 2001 through May 31, 2004
Capacity: 100 MW
Price: Capacity $2,650/MW-mo or $31,800/MW-year in year 2001 dollars
escalating @ 3.25%/year
Energy 8350 BTU/kwh plus $0.225/MWh variable O&M
Gas First of month Index for Henry Hub as published in
"Inside FERC" plus $0.04/MMBtu
Transmission Buyer may take delivery from our bus within Entergy’s

service territory.

Pricing Conditions

Capacity and Energy is priced on a firm, unit contingent basis;
A minimum Energy take of 50% is assumed;

The following calculation will be used to calcufate the energy price charge to MPS:

(Heat Rate x Gas Price /1000 + Variable O&M Cost = $/MWh

where: Heat Rate is in BTU/kwh
Gas is in YMMBTU
Variable O&M cost is in $/MWh

Pricing is based on a unit availability factor of 94%. SCEM will guarantee this availability.

Any energy purchased for MPS by SCEM to cover forced outages within the 94% unit availability
tolerance or- any forced outages or transmission constraints that are out of SCEM's control due to
conditions of force majeure will be priced at procurement/market prices. SCEM will exercise a good

faith effort in securing energy at the most economic price.
Energy provided to MPS by SCEM during scheduled outages or unscheduled outages outside of the

94% unit availability tolerance will be priced as quoted above. SCEM will provide MPS with an annual
maintenance schedule. ‘ '

SCHEDULE FAD-13
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PRIVATE & CONFIDENTIAL

Non-Binding

Missourt Public Service
Kiah Harris
July 2, 1998

Re: Capacity and Energy Purchase Proposal

—rr—
——

Buyout Provision:

Scheduling:

Agreement:

Confidentiality:

Buyer shall have the option to purchase their pro rata share of the asset at the
then current book value upon June 1, 2002.

Resource Start up costs - not applicable
Minimurm load factor & measuring period - 50% Annual
Maximum load factor & measuring period - 100% of unit availability

- Minimum schedule block - 50 MW

Initial schedule submittal procedure - Day ahead preschedule with written

confirmation
Subsequent schedule change procedure - 12 hour notice
Energy Block Requirements - Standard On and Off Peak Blocks

SCEM and MPS agree to enter into a formal Sales and Purchase Agreement.

This proposal, the contents hereof, and the fransaction contemnpiated hereby are
confidential and witl not be disclosed by either party (or their agents), without
prior consent of the other party.

SCHEDULE FAD-13
Page 39 of 95




/]

ErnErRcY SERVICES
- POWER MARKETING DEPARTMENT
1111 LOUISIANA STREET, 8" FLOOR P.0. BOX 4455
HOUSTON, TX 77002 ~ HOUSTON, TX 77210-4455
MEMO |
DATE: 7.2.98
TO: Kiah Harris
CO.: Burns & McDonnell

FROM: . ,Terry D. Lane (P) 713.207.5117 (F) 713.207.9626
/\ﬁﬁ"/ (E-mail) tdlane@noram.com

RE: Utilicorp RFP dated 5.22.98 for Capacity and Energy for MPS

Houston Industries is interested in discussing its plans for owning and operating generation
in the Midwest with Utilicorp. We are responding to the RFP with an indicative proposal at.
this time. We will soon announce the construction of a large generating station in an area
that could provide Capacity and Energy to Utilicorp for MPS. We would welcome the
opportunity to meet with you and Utilicorp after that announcement to see how we can
arrive at a mutually beneficial relationship. Please contact me after you discuss this

possibility with Utilicorp.

SCHEDULE FAD-13
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(ONFIDENTIAL

S——
——

NorAm Energy Services (NES) offers the following indicative proposal to Utilicorp Energy
Group for delivery of Capacity and Energy to Missouri Public Service Company (MPS) as a
result of the Resource Specific Capacity and Energy RFP issued May 22, 1998. Houston
Industries (HI), the parent company of NES, anticipates the announcement a merchant plant to be
constructed in the Midwest in the near future. Construction of that plant will allow NES to name
a specific source for Capacity and Energy as required by the RFP.

Capacity Pricing:

Contract Period Annual Capacity $/MW-mo
6/1/2001 to 5/31/2002 100MWs 8500
6/1/2002 to 5/31/2003 100MWs 8750

6/1/2003 to 5/31/2004 100MWs 9000

Energy Pricing:

Contract Period - Annual Load Factor $/MWh
6/1/2001 to 5/31/2002 100% 22.00
6/1/2002 to0 5/31/2003 100% 22.50
6/1/2003 to 5/31/2004 100% 23.00

The Point of Delivery shall be at an interconnection point of the MPS transmission system.

NES shall arrange for firm transmission from its source to the Point of Delivery. The
transmission price shall be passed through to MPS at cost and with no profit to NES.

For purposes of this indicative proposal, NES is not interested in discussing buyout options or
guaranteed availability. NES and Houston Industries Power Generation (HIPG) are definitely
interested in discussing our plans for generation assets in the Midwest and Utilicorp's future
needs for Capacity and Energy. We would appreciate the opportunity to discuss these issues
outside the RFP process. We will keep you informed of our progress on this particular generation
project. The possibility exists that we could offer more Capacity and Energy from this plant or
others that might be constructed.

SCHEDULE FAD-13
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PUBLIC SERVICY .

SOUTHWESTIRN
PUBLIC SERVICE COMPANY—

CHEVYENNE LIGHT
FURL & FOWIR-

July 3, 1998

UtiliCorp Energy Group
Attn: Mr. Frank A. Debacker
107500 East 350 Highway
Kansas City, Missouri 64138

RE: Request for'PrOposals dated May 22, 1998.
Purchase of Resource Specific Capacity and Energy for the period June 1, 2000

through May 31, 2004.

In response to UtiliCorp Energy Group's (“UEG”) request for proposals, Southwestern
Public Service Company (“SPS”) will agree to sell the following resource specific
capacity and energy to UEG’s operating division Missouri Public Service (“MPS”) under
the terms presented in the following options, pursuant to and in accordance with SPS’
Market Based Tariff. Terms used, but not defined herein shall have the meaning ascribed
to them in the definitive agreement. Information contained in this response is to be used
solely by UEG for evaluation purposes only and contains privileged and confidential
information not to be shared with third parties without prior written consent of SPS.

NA - PA IRME WER SERVICE |
W EAKING POWER SERVIC

The term “Partial Requirements Power Service, with Peaking Power Service” shall mean
that quantity of firm electric power and associated energy that SPS will make
continuously available to UEG and which will meet the capacity and energy needs of

UEG.

. Contract Period: The months of June 1, 2001 through May 31, 2004.

SCHEDULE FAD-13
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UtiliCorp MPS Proposal
July 3, 1998
Page 2

Partial Requirements Capacity Amounts: As per the following Table 1:

TABEE T —= —
Period Capacity
June 1, 2000 - May 31, 2001 25 0r 75 MW
June 1, 2001 - May 31, 2002 50 or 100 MW
June 1, 2002 - May 31, 2003 50 or 100 MW
June 1, 2003 - May 31, 2004 50 or 100 MW

Peaking Power Capacity Amounts: As per the following Table 2 (and to be taken in
addition to the Partial Requirements Capacity amounts): :

TABLE 2
Period Capacity
June 1, 2000 - September 30, 2000 25 MW

Billing and Scheduling Charge: $320.00 per month.

Partial Requirements Capacity Charge: The price of the Partial Requirements Power
Service Capacity is as shown in the Table 3:

TABLE 3
Period Capacity
June 1, 2000 - May 31, 2001 $ 5,200/MW - Month
Tune 1, 2001 - May 31,2002__|__$ 5,000/MW-Month | £ 76 /M- sos™
June 1, 2002 - May 31, 2003 $ 5,400/MW - Month .
June 1, 2003 - May 31, 2004 $ 5,400/MW - Month R Esc,

o=

Peaking Power Capacity Charge: The price of the Peaking Power Capacity is as shown
in Table 4:

TABLE 4
Period Capacity Charge Gy
June 1, 2000 - September 30, 2000 $ 9.000/MW - Month | £// 4/ M/ ne.

O % &,

Partial Requirements Energy Price: The price of energy delivered to UEG shall be
$1.00/MWh plus the Wholesale Fuel Cost Adjustment Factor.

SCHEDULE FAD-13
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UtiliCorp MPS Propasal
July 3, 1998
Page 3

Wholesale Fuel Cost Adjustment Factor: Attachment | is a copy of SPS’ Wholesale .
Fuel Cost Adjustment (FCA) Clause currently in effect. Table 5 shows an estimate of the (o

y et - 2pmre o o S A S~ e
anu\.rpuu..u TT NI TCTT T OT T AU b L e

TABLE 5
Projected

Year Wholesale FCA

Factor ($/MWh)
2000 19.00
2001 18.17
2002 17.79
2003 15.90
2004 16.38

Unless another method is mutually agreed upon, SPS will notify UEG of the estimated
Wholesale FCA Factor prior to the upcoming month. Any deviations from the actual to
the estimated Wholesale FCA Factor shall be accounted for in the month immediately

following.

Peaking Power Energy Price: The energy price for all energy produced for UEG from
Peaking Power Service shall be $4.00/MWh plus either of the following of the pricing

" methods:

1. The price of natural gas multiplied by 1.05 {New Mexico Gross
Receipts Tax) and multiplied by the assigned heat rate of 11.5
MMBtu/MWh. The price of natural gas shall be the greater of the Gas
Daily Index plus $0.30 or Gas Daily Index times 1.15. Where the Gas
Daily Index is the price stated in dollars per MMBtu for the daily
midpoint of Northemn (Mids 1 - 6) as published on the day of delivery
in Pasha Publication’s Gas Daily under the table titled “Daily Price
Survey”.

2. .UEG can be responsible for the procurement and delivery of all natural
gas to a suitable delivery point for all the electric energy requested by

UEG.

Point of Supply: The Points of Supply shall be the generator bus or busses from any of
SPS generation resources. UEG shall be responsible for reimbursing SPS for the cost of
firm transmission and anciilary services through SPS from any of SPS’ generation
resources to the MPS transmission system, including losses, as outlined in the section

entitled “Transmission and Ancillary Services.”

SCHEDULE FAD-13 o
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UtiliCorp MPS Propusal
July 3, 1998
Page 4

Availability: In the case of Partial Requirements Power Service, with Peaking Power
Service, SPS defines availability as the amount of available capacity from SPS generation

_—mm:o T CUSTOTITCTS, - 7XS TONg 4% ot o ey

generation available to its firm customers, SPS wilf supply the energy.

Partial Requirements Energy Scheduling: The energy shall be scheduled by notifying
SPS by 8:30am for all energy to be delivered for the following day unless mutually '
agreed upon otherwise by both parties. Should UEG need to schedule Partial
Requirements Energy on an emergency basis (i.e. only two hours notice), SPS can quote
to UEG the price of electric energy for delivery.” The minimum amount of energy to be
scheduled shall be 10 MW for one hour. There are no monthly or annual minimum
energy take requirements. SPS reserves the right to supply the energy from other SPS
generation resources, or other sources that can make that energy available for delivery to
MPS through any available interconnection with MPS.

Peaking Power Energy Scheduling: The energy shall be scheduled by notifying SPS

by 8:30am for Peaking Power energy to be delivered for the following day unless
mutually agreed upon otherwise by both parties. Should UEG need to schedule this on an -
emergency basis (i.e. only two hours notice) SPS can quote to UEG the price of electric
energy for delivery. The minimum amount of energy to be scheduled shall be 25 MW for
eight hours. There are no monthly or annual minimum energy take requirements. SPS
reserves the right to supply the energy from other SPS generation resources, or other
sources that can make that energy available for delivery to MPS through any available
interconnection with MPS.

Buy-Out Provision: Should UEG wish to remove itself from its Partial Requirements
capacity purchase obligations for the Contract Years beginning June 1, 2002 through May
31, 2004, UEG may do so under the schedule shown in Table 6:

TABLE 6
Cost per MW of
Amount of Capacity Buy-
v Notice of Buy Capacity to Out
Contract Year -Qut Given Buy-Out
During:

June 2002 through 10/1/2001 - 100 MW $2,700/MW -
May 2003 12/31/2001 Month
June 2002 through 1/1/2002 - 100 MW $ 4,050/MW -
May 2003 2/28/2002 Month
June 2003 through 10/1/2002 - 100 MW $ 2,700/MW -
May 2004 12/31/2002 Month
June 2003 through 1/1/2003 - 100 MW $ 4,050/MW ~
May 2004 2/28/2003 7 Month

priviteced and Confidential SCHEDULE FAD-13
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UtiliCarp MPS Proposal

July 3. (998
Page 5
Other General Buy-Out Provisions: .
s
f
e JIEG may huv.put all oroartions thereaf, afthelc capacity ohligatiope in SO MW A

increments, during the Contract Years for June 2002 - May 2003 and June 2003 -
May 2004. After February 28, 2002, UEG cannot remove itself from the obligation to
purchase the capacity for June 2002 - May 2003, but will still have the ability to buy-
out of its obligation to purchase capacity for the Contract Year June 2003 - May 2004,
for the amount shown in Table 6.

* UEG shall reimburse SPS for long-term transmission and ancillary services purchased
to meet delivery obligations to MPS. '

« SPS shall not be liable for any ‘stranded costs’ of UEG relating to fuel acquisitions or
- fuel transportation arrangements should UEG execute any buy-out provision. -

QOPTION B - INTERRUPTIBLE POWER SERVICE.;‘,
Qt{r‘-,‘('go-\ Cc,m:{.\ u—;C“
The term “Interruptible Power Service” shall mean that quantity of electric power and

associated energy that SPS will make continuously available to UEG, except at times of
system contingencies as determined by SPS at its discretion at which time it may be

curtailed.

‘Contract Period: The period from June 1 2000, through May 31, 2004.

' Capacity Amounts: Up to the amounts shown in Table 7, in 50 MW increments and a
minimum of 50 MW for all Contract Years:

Table 7 '
Contract Year Months & Capacity Months & Capacity Amount
Amount
6/1/2000 - 5/31/2001 | June — September: 100 MW October — May: 75 MW
6/1/2001 - 5/31/2002 | June - September: 100 MW October — May: 150 MW
6/1/2002 - 5/31/2003 | June - September: 100 MW October - May: 150 MW
6/1/2003 - 5/31/2004 | June — September: 100 MW October — May: 150 MW

In the three contract years, from June 1, 2001 through May 31, 2004, UEG may only
purchase capacity during the months of October through May in amounts no less than
what was purchased for June through September of the same Contract Year.
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Billing and Scheduling Charge: $320.00 per month.

. .

as shown in the Table 8:

TABLE 8
Period Capacity Charge
June 1, 2000 — May 31, 2001 $ 4,200/MW - Month
June 1, 2001 - May 30, 2002 $ 4,300/MW - Month
June 1, 2002 - May 31, 2003 $ 4,400/MW - Month
June 1, 2003 - May 31, 2004 $ 4,500/MW - Month

Interruptible Energy Price: The price of energy delivered to UEG shall be $2.50/MWh
plus the Wholesale FCA Factor (refer to Attachment 1 and Table 5 in Option A for and
estimate of the Wholesale FCA Factor).

Point of Supply: The Points of Supply shall be the generator bus or busses from any of
SPS generation resources. UEG shall be responsible for reimbursing SPS for the cost of
firm transmission and ancillary services through SPS from any of SPS’ generation
resources to the MPS transmission system, including losses, as outlined in the section
entitied “Transmission and Ancillary Services.”

Availability: SPS defines Availability, for any Billing Period, as the ratio expressed as a
percentage of the total amount of the electrical energy SPS can continnously deliver the
rated amount of contract capacity divided by the product of the Contract Capacity and the
number of hours in the Billing Period. The Billing Period is hereby defined as the Hours
Ending (“HE™) 0100 on the first day for a given calendar month through HE 2400 on the
last day of the given calendar month. In this case the, SPS guarantees an availability of
95% for Billing Periods during the Contract Period for all months June through
September and an availability of 97% for Billing Periods during the Contract Period for

all months October through May.

For example; in the case of Interruptible Capacity during the month of June 2000, SPS
should be capable of producing up to 72,000 MWhs (100 MW x 720 hours) during the
Billing Period. Therefore, SPS will fail to meet its 95% availability criteria if SPS is
unable to deliver more than 3,600 MWhs (0.05 x 72,000 MWhs) to UEG, if and only if
UEG has scheduled such energy for delivery from SPS during Billing Period during June

2000.
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Energy Scheduling: The energy shall be scheduled by notifying SPS by 8:30am for all .

energy to be delivered for the following day uniess mutually agreed upon otherwise by (L
DO PATIICS. ONUUTT UL et 10 JTICA BT TTHe ITaptioTe. LICTE Y O ST CIC TEC ey S et —— =

(i.e. only two hours notice), SPS can quote to UEG the price of electric energy for

delivery. The minimum amount of energy to be scheduled shall 10 MW for one hour. ‘

There are no monthly or annual minimum energy take requirements. SPS reserves the

‘right to supply the energy from other SPS generation resources, or other sources that can

make that energy available for delivery to MPS through any available interconnection

with MPS.

Buy-Out Provision: Should UEG wish to remove itself from its Interruptible Power
capacity purchase obligations for the Contract Years beginning June 1, 2002 through May
31, 2004, UEG may do so under the schedule shown in Table 9:

TABLE 9
Cost per MW
Amount of of Capacity
Notice of Buy Capacity to Buy-Out
Contract Year -Out Given Buy-Out
During: 4
June 2002 10/1/2001 - Up to 150 MW | $880/MW —
through 12/31/2001 Month
May 2003 o
June 2002 1/1/2002 - Upto 1S0 MW | $1,760/MW —
through 2/28/2002 Month
May 2003 : ‘
June 2003 10/1/2002 - Upto 150 MW [ $900/MW -
through 12/31/2002 . Month
May 2004
June 2003 1/1/2003 - Up to 150 MW | $1,800/MW —
through - 2/28/2003 Month
May 2004

Other General Buy-Out Provisions:

* UEG may buy-out all, or portions thereof, of their capacity obligations in 50 MW
increments, during the Contract Years for June 2002 - May 2003 and June 2003 -
May 2004, provided that in any remaining blocks of capacity UEG continues to
purchase during the months of October through May, are purchased in amounts no
fess than what will be purchased for June through September of the same Contract

Year.
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After February 28, 2002, UEG cannot remove itself from the obligation to purchase
the capacity for June 2002 - May 2003, but will still have the ability to buy-out of its

~OUTIR a0 U PUTTITEse “apaCity 107 e CONract Year June ZUU3 - May 2003, 10T e

amount shown in Table 9.

* UEG shall reimburse SPS for long-term transmission and anciilary services purchascd
to meet delivery obligations to MPS.

* SPS shall not be liable for any *stranded costs’ of UEG relating to fuel acquisitions or
fuel transportation arrangements should UEG execute any buy-out provision.

TRANSMISSION AND ANCILLARY SERVICES

As per Section C and G of the UEG’s request for proposals, SPS will provide for
transmission and ancillary services from the Point of Supply to the Point of Delivery
under separate agreements, under which UEG shall reimburse SPS the total costs incurred
for these services. The actual cost for these services will be those in affect at the time this
transaction is initiated, and as it may be adjusted by the providers throughout the term of
this transaction. To help UEG in the evaluation of this proposal, the costs from the
various transmission and ancillary service providers and the SPP Regional Transmission
Tariff as shown in Attachment 2. SPS will work closely with UEG to ensure the most
reliable and economical transmission and ancillary services are acquired-for this

agreement.

UEG may request SPS deliver energy, under terms of this agreement, to UtiliCorp’s West
Plains Energy — Kansas Division (WPEKS), subject to the availability of SPS’
transmission and regulatory conditions that may impact both MPS and WPEKS. SPS
would also like to point out that flows from SPS to MPS, scheduled through WPEKS,
will have the net affect of displacing generation and energy from the Jeffrey Energy
Center in Central Kansas, of which MPS currently derives a portion of its total capacity

resQurces.

The cost of the energy from the options listed above does not take into account the effect
of the losses incurred when transmitting electrical energy across various transmission
systems. UEG, at its choosing, can either 1) take receipt of the energy at the Point of
Delivery minus an amount of energy equal to the losses incurred to delivery the energy,
2) purchase the losses, through SPS, from either the SPP or other regional transmission
providers, or 3) purchase the losses directly from the SPP or other regional transmission

providers.
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SPS understands that these terms and conditions are subject to review and approval by
UEG as stated in the request for proposal. This proposal is valid through August 31,

management approvals, and the availability of transmission and ancillary services from
SPS, the Southwest Power Pool, and any other transmission provider from which
transmission services are necessary in order to deliver firm capacity and energy to UEG.

If you have any questions, comments or need additional information, please fee! free to
call me at 806-378-2376.

Sincerely,

Mz

Mike Martin
Regional Power Sales Representative

cc: Todd Hegwer
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ATTACHMENT !
Southwestern PUBLIC SERVICE Company

COMMISSION ECHEDULE BHEET RATE SCHEDULE NUMBER

e P R —
————
e ——

WHOLESALE FUEL COST ADJUSTMENT CLAUSE

TARIFF NUMBER —_—0s
CANCELLING — 105 0—

Page 1 of 2

The .charges for actual wholesale gervice reandered during the current bill-—
ing period shall be increased or decreased by an adjustment amount, per
kilowatt-hour of sales (to the nearest 0.0001l¢), equal to tha di{fference
betveen the estimated fuel coat (eF) per kilovatt-hour of egtimated

sales (eS) in the current, or billing, period (m) and the base period (b},
ds adjusted to allow for vholesale losses (L), with the total charges ad-
justed by a dollar amount to correct for prior vholesale over or under
collections:

. eFim eFb
Adjustment Factor -E:-—SE iy (L)

Fuel costs (F) shall be the coat of:

(1) Posail and nuclear fuel consumed in the Company's owmn plante,
and the Company's share of fossil aad ouclear fuel consumed in
jeincly owvned or leased plants.

{11) Plus, the actual identifiasble fossil and nuclear fuel costs ,
associated vith energy purchased for reasons other than identified
ia (144) below. Included therein chall be the portion of the
cost of purchages from Qualifying Facilities at or below Company'a
avolded variable energy cost. :

(111) Plug, the net enexgy cost of energy purchases, exclusive of
capacity or demand charges (irrecpective of tha designation as-
signed to such charges), when such energy is purchased on an eco-
nomic dispatch basis. Included therein may be such cogts as:

(1) charges incurred for economy energy ptirchases and

{(2) charges incurred as & result of scheduled outages,

2ll such kinds of energy being purchased by the Company to
gubstitute for its own higher coat energy.

Fa)

LY
Effective Oate __Jlanuary 1, 1990 ,wprm_MAM:—

TARG2 SCHEDULE FAD-13
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Page 2 of 2

(Lv) Lesa, the cost of fossil and nuclear fuel recovered through
inter—~system sales, including the fuel costs recovered from .
economy energy sales and other energy sold opm an sconomis S
ISR 3 i

-y

3. Sales (5) chall be equated to:

(1) the sum, measured at the bus-bar or interconnection point, of
(1) generation, (2) purchases, and (3) interchange-in,

{11) less (1) in:er~syaCem sales, as referred to in 2.(iv) above,
and (2) inter-systea losses.

4. "L", the adjustment for vholesale losses, determined at the vholesale deliv~
ery points, shall be equal to:

1

1.039 = +—3 7533

5. The current month adjustment for prior vholesale over or under collections
shall be calculated as:

(1) the first prior month's (p) actual fuel costs (aF) divided by
actual gales (aS),

(11) minus that month's (p) estimated fuel costs (eF) divided by
estimated sales (eS),

(111) times the wholegale loss adjustment (L),

(1iv) ‘timea actual wholesale gales (W) in that mouth {p) for each
customer.

Adjustment Amount -[:—:g —:—g‘g (L) (Wp)

The adjustment amount shall be debited or credited to the
current month's billing.

6. (1) The fuel cost adjustment factor calculation shall not include:;

(1) the net energy cost of electric energy purchased from Celanese
Corporation and,

(2) the kilowatihouru generated at the Celanese Corporation chemical
plant, not to exceed the amount of electric energy consumed at

that plant.

(11) The fuel cost adjuatment factor calculation shall include both the
net energy cost of energy purchased from Celanese, and the kWh
generated at itas plant, for any amount of energy vhich does exceed the

amount coneumed at that plant.
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Transmiscion agd Ancillary Secyice Charges: The following tahle autlines the variong

charges to deliver the capacity and energy to MPS:

Southwestern Public Service Demand Charge Energy Charge
Firm Transmission $1,358/MW - month
Scheduling $28.9/MW - month
VAR/Voltage Support $34.6/MW - month
Losses See Note 1.
West Plains Energy — KS (WPEKS)
Firm Transmission $1,083/MW - month
Scheduling $54.0/MW - month
VAR/Voltage Support $0.190/MWh
Losses See Note 2.
Western Resources (WRI)
Firm Transmission $1,300/MW - month
Scheduling $50.1561/MWh
VAR/Voltage Support 3$39.47/MW - month
Losses See Note 3.

Central and Southwest (CSW)

Firm Transmission

$1.100/MW - month

Scheduling See Note 4.
VAR/Volitage Support See Note 5.
Losses See Note 6.
Note I:  Losses for SPS system are as follows:

Demand Related Loss Factor is 3.6984%
Energy Related Loss Factor is 4.4863%

Note 2:

‘months November - April.

Note 3:

Losses will be as follows {(from WRI's OA Taniff):

Losses for WPEKS are 6.0% in the months May - October, 5.0% in the

Real Power Losses shall be calculated by multiplying the capacity and energy
received at the Receipt Points by the applicable Real Power Loss factors
stated below for the voltage at the Point of Receipt or Point of Delivery,
whichever is lower. For deliveries to a Control Area interface, the Real Power
Loss factor shall be the average of the applicable factors stated below for each
interconnection within the interface.
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Meter Transmisston -
Voltage Location Losses £
T35 KV High Side ~0.87%
Low Side 1.62%
115-161 KV High Side 1.62%
: Low Side 3.04%
34.5-69 KV _ High Side 3.04%
Low Side ©4.43%

Where:

“High Side" refers to a line tap meter location at the stated
voltage or, in the case of a delivery point requiring the use
of a step-down transformer, to the high voltage side of such

transformer.

"Low Side" refers to a meter within a substation and
located on the low voltage side of a step-down transformer.

"Bus" refers to a meter within a substation and located on
the substation bus at the stated voltage.

"Circuit" refers to a line tap meter location at the stated
voltage. '

Note4:  CSW charges $66/transaction/day for each schedule across CSW’s
transmission system within the SPP. _

Note 5:  As per CSW's OA Tariff, “Reactive Supply and Voltage Control from
Generation Sources Service will be provided directty by PSO/SWEPCO as the

Control Area operator. The Transmission Customer must purchase this service
from PSO/SWEPCQ. PSO/SWEPCO will not impose a separate charge for -
Reactive Supply and Voltage Control from Generation Sources Service.”

Note 6  The Loss Factors on the CSW's alternating current facilities in the SPP are as
follows: .

Capacity loss factor: 3.3%
Capacity loss factor: 1.7%

The Transmission and Ancillary Service Charges are based on the SPS’, WRI's, CSW's
and WPEKS’ open access tariffs. The actual cost for these services will be those in affect .
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at the time this transaction is initiated, and as it may be adjusted by the providers
throughout the term of this transaction.

BIYeT O TIE TITTI TaTISITISSION THATEEs 10 SPS Bencrating resources, the most Cost

effective path to MPS is from SPS through WPEKS and WRI, although an aiternate path
from SPS through CSW and WRI is available. Actual paths and charges will depend
upon the various Available Transmission Capacity (ATC) between the above
transmission providers at the time transmission is requested and/or obtained.
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SPS - MPS -
IRM, Prices basedon 1 MW & .
eneroene e Ty YIECRTY | WGy | Las! ypaated =

Oft-Peak|On-Peak *The Southwest Power Pool administration fee
4.107)8 648|138 374]691.872]2998.1 L105/17/1998}:¢ 50 5 per MWH,
Schedule Feef3) **The rates provided are-an approximation for

Hourly Daily Weekly Monthly Last Updated } .
0.09 1399 | 7.025 | 30003 l05/19/199g|transmission service charges for SWPP" This
Reactive Valtage(s] estimate is based on the most recent
Hourly Daily Weekly | Monthly | LastUpdated ltransmission ownership, power flow, and date
0.034 | 0.982 5.627 24.09 [05/19/1998|submitted for MW-Mile calculation and the
Loss Percentage charges set forth by SWPP.
On-Peak 01f-Peak Last lipdated xn : -
4.6% T159% 05/31/1598 The rates provided are not to be consln‘xcted
- - as a quote. actual charges may vary depending

Back to Price Matrix upon the data available at billing time.

Back to QASIS

The prices shown above are from the SPP Price Matrix for the summer months June
through September.
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July 2, 1998 02,560,580 Fax
‘ jlueley@npwenergy.rom
Kiah Harris |
Manager — Business Analysis & Consulting
Burns & McDonnell
9400 Ward Parkway

Kansas City, MO 64114

Subject: Response to Resource Specific Capacity & Energy for Missouri Public Service

Dear Mr. Harris:

NP Energy Inc. (“NPE") is pleased to present this 3-year proposal to provide 100 MW of capacity and
encrgy to Missouri Public Service (“MPS™). This proposal provides MPS capacity at an attractive price,
and energy at market rates. NPE is prepared to discuss other alternatives, such as extension options or 2

different quantity, if this base proposal is of interest to MPS.

The capacity that NPE is bidding in this proposal will be supplied through its contract with a plant that will
be built in the Public Service Company of Oklahoma's control area. NPE is entering into a power purchase
and sale agreement with the developers, pursuant to which NPE will have the exclusive right to purchase
all of the output. The expected commencement date of plant's operations is June 1, 2001. If MPS is
interested in this proposal, NPE will provide mare information regarding the project and the developers.
This proposal, and any ultimate purchase and sale agrecment, is contingent upon successful completion of

the plant.

NPE is a leading power marketer, active in all markets throughout the U.S. NPE is a venture between an
employee group and National Power PLC of Great Britain. More information concemning NPE and
National Power is included in the attached information. '

This proposal is subject to the successful completion of due diligence, the successful negotiation, approval,
and execution of a mutually agreeable definitive agreement, and NP Energy Inc. Board of Director
approval, In addition, this propoesal is contingent upon the plant being built.

Thank you in advance for your consideration of our proposal. Any questions should be directed to the
undersigned at (502) 560-5366.

Sincerely,

7

Attachments
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Prannsal Prepare

Tuly 2, 1998

- TIME PERIOD:

Start Date: June 1, 2001
End Date: May 31, 2004

CAPACITY:
SPP Accredited: Yes

Quantity: 100 MW
Price: $2.50/kW-month; no escalation

ENERGY PRICE:
MPS will have the ability to buy energy at market-based prices during all hours of the term

LOCATION

The capacity resource is located within the Public Service Company of Oklahoma's control area;
The energy will be delivered to NPE's choice of MPS interface (or load control aggregate)

SCHEDULING:
MPS must notify NPE by 8:00 AM CPT the day prior to delivery for day-ahead schedules, or by
'30 minutes prior to the hour of delivery for hourly schedules

TRANSMISSION:

If MPS ckaoses to reserve firm transmuission associated with the capacity, an additional fee of
33.40/MWh plus 4% losses will be required {under current SPP tariff).

BUYOUT PROVISION:

MPS has the sole and exclusive right to buyout the contract at a fixed fee no later than a specific
date (scc dates and fees below). If MPS elects a buyout then MPS pays the buyout fee with 15
days and thereafier would not receive the capacity rights and would not pay the capacity price.
Juge 1,2002:  $3,000,000
June 1, 2003 $1,500,000
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LS POWER, LLC

101 Southhall Lane, Suite 400
Maitland, Florida 32751
(407) 6674848 Fax (407) 667-4849

Robert L. Brooks
Vice President, Marketing

July 2, 1998

Mr. Kiah Harris
Manager, Business Analysis and Consulting
Burns & McDonnell
- 9400 Ward Parkway
Kansas City, MO 64114

Dear Mr. Harris;

In response to UtiliCorp Energy Group's request for proposal on behaif of Missouri
Public Service, LS Power is pleased to provide three copies of the enclosed proposal. This
proposal is confidential and we request that it be treated accordingly.

We look forward to your favorable evaluation of our proposal and shouid you have
any questions, please do not hesitate to contact me.:

Siﬁcerely,

o St

Robert L. Brooks
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PROPOSAL FOR POWER SUPPLY
FROM LS POWER, LLC
IO LT ICORP ENFRGY GROLIP

ON BEHALF OF MISSOURI PUBLIC SERVICE
JULY 2, 1998

EXECUTIVE SUMMARY

LS Power, LLC and its affiliates ("LS Power") is a leader in the development of
greenfield generation facilities serving the United States market. Within the past several
years LS Power completed construction of three projects comprising approximately 700
megawatts and has commenced construction on another two projects representing 716
megawatts of capacity. Additionally, LS Power has another 800 megawatts committed
pursuant to power purchase agreements, with numerous other projects under
development. Given the transition in the electric utifity industry, this accomplishment
serves as a testament to LS Power's commitment to the United States market and its
ability to structure highly competitive, flexible and innovative business arrangements with

its customers.

Of particular relevance to this proposal is the long standing working relationship that
has been established between UtiliCorp and LS Power. For example, Aquila Energy
Marketing Corporation is under a long term contract to suppiy gas to the Whitewater,
Wisconsin and Cottage Grove, Minnesota Projects developed by LS Power. Aguila will
also be supplying gas to the Mustang Project located in Denver City, Texas. Most recently,
Aquila Power Corporation and UtiliCorp United, Inc. entered into a power purchase
agreement with LSP Energy Limited Partnership for supply from our Batesville, Mississippi

Project.

With this proposal, LS Power, LLC (“"LSP"} is offering to provide Missouri Public
Service ("MPS") the output of either one or two (at MPS's choice) combined cycle trains
under the terms of a tolling arrangement. The nominal output of each train will be 270 MW.
The units will be located at a site within 's service territory, with the specific location
to be determined with input from MPS. Based upon execution of a letter of intent for a
power purchase agreement by August 1, 1998 and execution of a power purchase
agreement by September 1, 1998, the delivery start date will be June 1, 2001. LSP will be
responsible for developing, financing, constructing, operating and maintaining the project.

LSP views this proposal as a starting point to an interactive process between MPS
and LSP to refine the specifics of a power purchase arrangement that satisfies the
respective objectives of each party. During the evaluation process, LSP strongly
encourages MPS to provide feedback to LSP to facilitate such an interactive process, and
in turn, LSP commits to work with MPS to structure an arrangement that is mutually

beneficial.

1 CONFIDENTIAL
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CONTRACT QUANTITY

Ihe_Contract Quantity will he the sum of the Stapdacd Canacity and the

Supplemental Capacity. “Standard Capacity” is the maximum output of the unit without the
use of power augmentation measures. “Supplemental Capacity” is the capacity over and
above the Standard Capacity which is produced with the use of power augmentation
measures. LSP estimates the Contract Quantity for each unit to be approximately 270
MW, with the Supplemental Capacity comprising approximately 6 to 12% of this amount.
LSP will perform a test each year to demonstrate the capability of each unit.

DELIVERY START DATE AND TERM

The delivery start date will be June 1, 2001 and the term will be ten 'years from this
date.

DELIVERY POINT

MPS's high voltage transmission system.

FUEL ARRANGEMENTS

MPS will be responsible for arranging, procuring, and delivering to the project all fuel
required by LSP to deliver energy from each unit to MPS, including, but not limited to,
arrangements for fuel supply, fuel transport, nominations and balancing. LSP will be
responsible for installing the necessary pipeline facilities to provide the project with access

to fuel deliveries.

SCHEDULING AND DISPATCH

The project will be fully dispatchable within the design limits and within MPS's gas
supplyftransport arrangements. The design limits will include but not be limited to the

following:

()  ‘minimum load equal to 70% of the Contract Quantity;

(ii) the capability to ramp from minimum load up to the Standard Capacity at an
average rate no less than 5 MW per minute; :

(i)  one start per day for each unit,

(iv)  maximum time from MPS's notice of start up to minimum load in accordance
with manufacturers’ recommendations.

2 CONFIDENTIAL
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CAPACITY PAYMENT
MPS wﬂITnay 1 SP 2 canacity navmant.each maonth of tha conttact taun, cgmmegi'ag ) .

on the delivery start date, calcuiated as follows:
CP = CR, x CQ x AAF, where
CP = the Capacity Payment expressed in dollars for the month,
CRy = is the Capacity Rate expressed in dollars per kilowatt per month
applicable for each contract year “N”, equal to $5.50 per kW per

month for the first year of project operation, with escalation for
subsequent years of project operation at the rate of 2% per year, ‘

caQ = the Contract Quantity of the unit(s), expressed in kW,
AAF = the Availability Adjustment Factor for the month as defined below.

The "Availability Adjustment Factor”" will be computed on a twelve month rolllng
average basis as follows:

AAF = 1 for the first twelve months of project operation, and thereafter

AAF = AH,,/(0.97 x PH,,), where

AH,, = the number of hours during the previous twelve month period that the
project was available to deliver the Contract Quantity or delivered
energy pursuant to MPS's dispatch orders from an altemate source,
prorated for partial outages or derates, and

PH,, = the total number of hours during the previous twelve month period
less outages caused by force majeure events and scheduled outages
approved by MPS, prorated for partial outages or derates.

ENERGY PAYMENT

MPS will pay LSP an amount equal to $1.00 per MWH as of January 1, 1998
escalating annually thereafter at the rate of change in the Gross Domestic Product lmphmt
Price Deflator for each MWH of energy delivered by LSP to MPS.

MPS will pay for all fuel required to deliver energy scheduled by MPS. A tracking
account will be maintained to track the actual amount of fuel required to produce the .
energy scheduled by MPS and delivered by LSP and the actual delivered price of fuel for

3 CONFIDENTIAL Lo
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such day. If the actual amount of fuel required to produce such energy varies from the
amount of fuel required to produce such energy based on the Guaranteed Heat Rate as

adiusted far par laading aod/or nower.aigmentation then a halanee will acerue inthe

tracking account for such day. f the actual amount of fuel required to produce such energy
on such day is greater than the required amount based on the Guaranteed Heat Rate
adjusted for part loading and/or power augmentation, then a positive amount equal to the
differential fuel required, expressed in MMBtu, times the delivered cost of fuel, expressed
in dollars per MMBtu, for such day will accrue to the tracking account for such day. If the
actual amount of fuel required to produce such energy on such day is less than the amount
required based on the Guaranteed Heat Rate adjusted for part foading and/or power
augmentation, then a negative amount equal to the differential fuel, expressed in MMBtu,
times the delivered cost of fuel, expressed in dollars per MMBtu, for such day will accrue
to the tracking account for such day. At the end of each month, the tracking account will
be cleared and if the tracking account balance is positive, LSP will pay MPS such amount,
whereas if the tracking account balance is negative, MPS will pay LSP such amount.

START UP PAYMENT

In the event the number of starts for a unit exceeds 150 per contract year, MPS will
pay to LSP a start up payment equal to the start up rate times the number of starts over
 150. The start up rate will be $5,000 per start up as of January 1, 1998 escalating annually
thereafter at the rate of change in the Gross Domestic Product Implicit Price Defiator.

MPS will also pay for fuel required during start up to reach minimum load. Energy
produced during start up will be delivered to MPS at the delivery point.

GUARANTEED HEAT RATE

The "Guaranteed Heat Rate" will be 7.500 MMBtu/MWH (HHV) for the full load Standard
Capacity from each unit. If a unit is loaded less than the full lcad Standard Capacity, the
Guaranteed Heat Rate will be adjusted in accordance with manufacturer's adjustment
factors to reflect part loading. The Guaranteed Heat Rate for Supplemental Capacity from

each unit will be 10.500 MMBtu /MWH (HHV).

BUYOQUT OPTION

MPS will have the option to purchase the unit(s) at the end of the contract term by
providing notice to LSP, no later than twenty four months prior to the end of the term, of
its intention to exercise its purchase option. The buyout price to purchase the unit(s} will
be determined as the greater of fair market value or the amount necessary to repay all
senior and junior debt and provide the same net present value return to the equity
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investors as contemplated at the time of financial closing.

COMPl ETION GLUARANTIEES ANDSECLIRITY

in the event that commercial operation has not been achieved by the delivery start
date, and to the extent MPS would have otherwise requested deliveries from LSP, LSP at
its option will either (i) provide replacement power to MPS, (ii) pay MPS for its reasonable
costs associated with securing replacement power, or (iii) pay delay damages payments.
LSP will provide certain forms of security to MPS to guarantee that the project will be
completed on time and will operate as promised. These include a milestone completion
~ schedule and completion security. Specific details of these securities need to be further

discussed with MPS.

SCHEDULED MAINTENANCE

Scheduled maintenance will be performed in accordance with manufacturers
recommendations and prudent practices. The number of days of scheduled maintenance
outages per year will be a function of the type of maintenance that is required, which, in
turn, will be a function of the number of starts and the number of operating hours for each
unit. The total duration of maintenance outages will be no more than 20 days per year
except when a major maintenance outage is required, in which case the total maintenance
outage days will be no more than 35 days per year. For partial outages, the number of
maintenance days will be prorated accordingly. LSP will coordinate scheduled

maintenance outages with MPS.
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LS POWER
QUALIFICATIONS AND EXPERIENCE

LS Power, LLC and its affiliates ("LS Power") is a leader in the development of
greenfield generation facilities serving the United States market. Within the past several
years LS Power compieted construction of three projects comprising approximately 700
megawatts and has commenced construction on another two projects representing 716
megawatts of capacity. Additionally, LS Power has another 800 megawatts committed
pursuant to power purchase agreements, with numerous other projects under
deveiopment. Given the transition in the electric utility industry, this accomplishment
serves as a testament to LS Power's commitment to the United States market and its
ability to structure highly competitive, flexible and innovative business arrangements with

its customers. :

One key to achieving this success is the nature of the relationship that LS Power
establishes with its customers. LS Power considers its customers as partners in the
projects it develops, and in some cases, actually formalizes this partnership. The Borger
and Mustang Projects illustrate this business philosophy.

The Borger Project is being developed by the partnership of LS Power and Quixx
Corporation, a subsidiary of New Century Energies. This 216 megawatt facility will sell
electricity under a long term power purchase agreement to Southwestern Public Service
Company (also a subsidiary of New Century Energies) and steam to the Phillips Petroleum
Refinery located near Borger, Texas. The project started construction in October, 1997
and full commercial operation is scheduled for early 1999.

The Mustang Project is also being developed by the partnership of LS Power and
Quixx. This 500 megawatt combined cycle facility is located in Denver City, Texas. Once
operational, fifty percent of the project will be soid to Golden Spread Electric Cooperative
and the balance of the output from the LS Power/Quikx share of the project will be sold
under a long term power purchase agreement with Golden Spread. The project
commenced construction in December, 1997 and will be completed in two phases, simple
cycle in spring of 1999 and combined cycle in late 1999.

LS Power structures business arrangements that provide attractive economics,
equitable risk sharing and other features that may include our customer's participation in
the selection of project design and site, joint development of the fuel supply strategy,
review of operation and maintenance procedures, flexibility in commercial
operation/construction schedules and ownership participation options. An example of this .
is L.S Power’s Batesviile Project which will provide 800 MW of capacity and energy via
tolling arrangements with two power purchasers. This project is located in Batesville,
Mississippi on the border of the Tennessee Valley Authority and Entergy Systems.

LS Power has been recognized by the industry as a leader in power project
development. The 250 megawatt Whitewater, Wisconsin and Cottage Grove, Minnesota
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Projects developed by LS Power were embraced not only by our utility customers, but aiso

by the financial markets, state regulators, environmental agencies and local communities.
Lor_example, these projects received Project Einance Monthly's (2 publicatiqn of

AN

Tformation Forecast, Inc.) Most Significant Domestic Project Award for 1995. The $332
million of public debt for our Cottage Grove and Whitewater Projects received a rating of
Baa2 by Moody's and BBB by Standard and Poor's. This is a rating hlgher than for any

other independent power project financing.

Anather key to LS Power's success is its in-house expertise in the areas of cycle
design, permitting and regulatory affairs, gas supply and transportation, financing, public
_relations, and in particufar, understanding of the eiectric utility industry. One comerstone
of our resource base is that several of LS Power's key personnel have spent decades
working in the electric utility industry in the areas of planning, transmission/substation
design, power plant design, power plant operations and utility management. This
experience empowers us to relate well with our customers, appreciate their needs and offer

solutions that are responsive to those needs.

LS Power is aiso strong financially, serving as the general partner of Granite Power
Partners ll, L.P., a limited partnership which provides development stage funding for the
projects developed by LS Power. Financial investors, including the Chase Manhattan
Capital Corporation, are limited partners of Granite. Chase is one of the largest financial
institutions in the world and has financed billions of dollars worth of independent power
projects. LS Power is a privately held company and as such does not dlsclose financial
information. An annual report for Chase is available upon request.
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LS POWER
PROJECT DESCRIPTIONS

I

COTTAGE GROVE COGENERATION PROJECT

The Cottage Grove Project is located in Cottage Grove, Minnesota. The project is
a fully dispatchable, intermediate load, combined-cycle natural gas-fired (with fuel. oil
backup) combustion turbine cogeneration facility designed to generate approximateiy 245
MW of eiectrical power and approximately 200,000 pounds per hour of steam. Electrical
energy is being sold to Northern States Power Company (NSP) under a 30 year agreement
which was negotiated pursuant to a competitive selection process administered by NSP
and approved by the Minnesota Public Utilities Commission. The facility also produces
steam for sale to the 3M Cottage Grove Plant, replacing steam previously produced by
coal-fired boilers. The project achieved commercial operation in October, 1997.

The Cottage Grove project was selected in June, 1993 by NSP to provide
intermediate capacity and associated energy. The selection was made over strong
competition from a variety of different sources (Independent Power Producers, Utilities,
and the NSP-sponsored Wheaton Project). The Cottage Grove Project was evaluated to
have the lowest cost to NSP and its ratepayers along with many socio-economic benefits

to the region.

The Cottage Grove Project has contracted with two domestic suppliers (Natural Gas
Clearinghouse and Aquila Energy Marketing Company) under an indexed pricing
arrangement. These contracts have been structured with several levels of supply to match
nomination commitments on a monthly, daily and no-notice basis. Gas transportation has
been arranged under a series of long term contracts with Northern Natural Pipeline
Company and Peoples Natural Gas Company (the LDC) that involve capacity release, and
a combination of storage, firm and interruptible transportation that assures reliable, cost

effective delivery.

Westinghouse Electric Corporation provided turnkey engineering, procurement and
construction services for the project. Westinghouse Operating Services Company is
currently providing operation and maintenance services.

The permits and approvals for the project included a Certificate of Need, Certificate
of Site Compatibility, Air Permit and NPDES Permit. The entire permitting process was
quite expeditious compared with previous power generation projects in the state, requiring

a total of nine months.

" This project was developed by LS Power and was financed jointly with the
Whitewater Cogeneration Project via LS Power Funding Corporation. The Senior Secured
144A Bonds were arranged by Chase Securities, Inc. and Morgan Stanley & Company,
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inc. S&P's rating of BBB is higher than for any other independent power project. Granite
Power Partners, L.P. recently sold its majority ownership interest in this project.

WHITEWATER COGENERATION PROJECT

The Whitewater Cogeneration Facility is focated in Whitewater, Wisconsin. The
project is a fully dispatchabile, intermediate load, combined-cycle naturai gas-fired (with fuel
oil backup) combustion turbine cogeneration facility designed to generate approximatety
245 MW of electrical capacity and approximately 200,000 pounds per hour of steam.
Electrical energy is being sold to the Wisconsin Electric Power Company (WEPCO) under
a 25 year agreement which was negotiated pursuant to a competitive bidding process
administered by the Public Service Commission of Wisconsin. The facility provides steam
to several steam customers including the University of Wisconsin at Whitewater. The
project achieved commercial operation in September, 1997.

The project was proposed in June, 1993 to WEPCO as an alternative to its own self-
generation plans (the Kimberly Project). In November, 1993, the PSCW selected the
Whitewater Project over numerous other bidders including the Kimberly Project. The
evaluation results concluded the LS Power Project offered the lowest cost to WEPCO and

its ratepayers.

The Whitewater Project has contracted with two domestic suppliers under an
indexed pricing arrangement. Gas transportation has been arranged under a series of long
term contracts with Northern Natural Pipeline Company, Wisconsin Natural Gas Company
(the LDC) and another Wisconsin utility. These transporiation agreements involve a
reverse capacity release, and a combination of storage, firm and interruptible transportatlon

that assures reliable, cost effective delivery.

The permits and approvals for the project included a Certificate of Public
Convenience and Necessity, Air Permit and WPDES Permit. The entire permitting process
was quite expeditious compared with previous power generation projects in the state,

requiring a total of thirteen months.

Ownership, financing, turnkey construction, and O&M arrangements for the
Whitewater Project are similar to those for the Cottage Grove Project. :

LOCKPORT ENERGY ASSOCIATES, L.P.

LS Power, under contract with the CU Energy Partnership, developed and managed
the financing and construction of this 200 MW, $220 million combined cycle gas/oil-fired
cogeneration project in Lockport, New York. This project sells power to New York State
Electric & Gas Company under a power purchase agreement. The project also supplies
up to 300,000 pounds per hour of steam and up to 24 MW of electricity to the Harrison
Radiator Division of General Motors under a 15-year contract. The project entered

commercial operation in December, 1992,
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