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Billing and Scheduling Charge: $320.00 per month.

Interruptible Power Capacity Charge: The price of the Interruptible Power Capacity is
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 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.”

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 continuously 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 mutuaily agreed upon otherwise by
both parties. Should UEG need to schedule Interruptible 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 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: ,
June 2002 10/1/2001 - Upto 150 MW | $880/MW —
through 12/31/2001 Month-
May 2003
June 2002 1/1/2002 - Upto 150 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-Qut 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
‘less 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
obligation to purchase capacity for the Contract Year June 2003 - May 2004, for the

amount shown in Table 9.

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

» SPS shali 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 heip 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
resources., '

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.

SCHEDULE FAD-22

Page 115 0f 194
Privileged and Confidential age o




g

UtiliCorp MPS Proposal
July 3, 1998
Page 9

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,
1998 and is subject to prior sale and the completion of a definitive agreement,
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 feel free to

call me at 806-378-2376.

Sincerely,

M A

Mike Martin
Regional Power Sales Representative

cc: Todd Hegwer
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ATTACHMENT 1
Southwestern PUBLIC SERVICE Company

COMMISSION SCHEDULE SHEET RATE SCHEDULE NUMBER
e E R

WHOLESALE FUEL COST ADJUSTHENT CLAUSE

TARIFF NUMBER — 2105l —
CANCELLING —_— 21050

Page 1 of 2

l. The.charges for actual wvholesale service rendered during the current bill-
ing period shall be increased or decreased by an adjustment amount, per
kilowatt-hour of sales (to the nearest 0.0001¢), equal to the difference
betwveen the estimated fuel cost (eF) per kilowatt-hour of eatimated
sales (eS) in the current, or billing, period (m) and the base period (b),
ds edjusted to allow for wholesale losses (L), with the total charges ad-
justed by a dollar amount to correct for prior wholesale over or under

collectiona:
: efn eFb
Adjustment Factor -[:-;3; mllarr- (L)

2, Fuel costs (F) shall be the coat of:

(1) PFPossil and nuclear fuel consumed in the Company's own plants,
and the Company's share of fossil and nuclear fuel consumed in
jointly owned or leased plants.

(11} Plus, the actusl identifiable fossil and nuclear fuel costs
associated wvith energy purchased for reagons other than identified
in (14%) below.,  Included therein shall be the portionr of the
cost of purchages from Qualifying Pacilities at or below Company's
avoided variable energy cost.

(111) Plug, the vet energy cost of energy purchaseg, exclusive of
capacity or demand charges (irrespective of tha designation es-
signed to such charges), when such energy is purchased on an eco-
nomic d{spatch basig. Included therein may be such costs as:

(1) charges incurred for economy energy purchases and
(2) charges incurred as a result of scheduled outages,

all such kinds of energy being purchased by the Company to
substitute for its owm higher cost energy.

2

L
Etfective Oate __January 1, 1990 Apmcmam&l&é—’——
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(1v) Lless, the cost of fossil and nuclear fuel recovered through o
inter-gystem sales, including the fuel costs recovered from Lo
cconomy energy sales and othar energy sold oa an economic
digpatch basis.

3. Sales {S) shall be equated to:

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

(11) less (1) inter-system sales, as referred to in 2,(iv) above,
and (2) inter-system losses. '

4. "L", the adjustment for wvholesale losses, determined at the vholegale deliv-
ery points, shall be equal to:

’ 1
1.039 = y—37353%

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 costa (aF) divided by
actual sales {(a§),

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

{111) times the wholesale loss adjustment (L), - _

(iv) times actual wholesale sales (W) in that month (ﬁ) for each
customer.

-|2ER _ eFp

Adjustment Amount LSP <SP (L) (FP)

The adjustment amount shall be debited oxr 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 kilowatthours generated at the Celanesme Corporatiah chemical
plant, not to exceed the amount of electric energy comsumed at
that plant.

(11) The fuel cost adjustment factor caleculation shell include both the
net energy cost of energy purchased from Celanese, and the kWh
generated at its plant, for any amount of energy which does exceed the
amcunt consumed at that plant. '

SCHEDULE FAD-22 ~
Page 118 of 194



UtiliCorp MPS Proposal
July 3, 1998

ATTACHMENT 2

Transmission and Ancillary Service Charges: The following table outlines the various
charges to deliver the capacity and energy to MPS:

Southwestern Public Service

Demand Charge

Ener;gy 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 $0.1561/MWh
VAR/Voltage Support $39.47/MW - month

Losses See Note 3.

Central and Southwest (CSW)

Firm Transmission

$1,100/MW - month

Scheduling See Note 4.
VAR/Voltage Support See Note 5.
Losses See Note 6.

Note I:  Losses for SPS system are as fdllows:
Demand Related Loss Factor is 3.6984%
Energy Related Loss Factor is 4.4863%

Note 2:  Losses for WPEKS are 6.0% in the months May - October, 5.0% in the
months November - April.

Note 3:  Losses will be as follows (from WRI's QA Tariff):

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.

SCHEDULE FAD-22
Page 119 of 194

Pt




UtiliCorp MPS Proposal
July 3, 1998

Meter Transmission -
Voltage Location Losses
230-345 KV High Side 0.87%
Low Side ‘ 1.62%
115-161 KV High Side ' 1.62%
' Low Side 1.04%
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 valtage 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.

Note 4: 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 directly by PSO/SWEPCO as the
Control Area operator. The Transmission Customer must purchase this service
from PSO/SWEPCOQ. 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.

Based on the firm transmission charges from SPS’ generating resources, the most cost
effective path to MPS is from S$PS through WPEKS and WRI, although an alternate path
from SPS through CSW and WRI is available. Actual paths and charges will depend
upon the various Available Transmission Capacity (ATC) between the above
transmission providers at the time transmission is requested and/or obtained.
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July 3, 1998
ATTACHMENT 2
SPS - MPS
FIRM .
TN Prices based on 1 Mw
Hourly [Hourly [ iy | weekly | Monthiy | Last Updated
OftPeakiOnpeaky Y T | T e e *The Southwest Power Pool administration fee
4.107(8.648 138.37;1531.27(252998. L105/17/1998¢ ¢0 15 per MWH. \
cneduie ree . . B
Hourly Daily Weekly Monthly | Last Updated **The 'rat.es provsded are an approximation for
0 09 1.399 | 7.025 | 30.003 05/19/1998 trafxsmlss.ion service charges for SWPP. This
Reactive Voltage($} estimate is based on the most recent
Hourly Daily Weekly Monthly Last Updated (ransnﬁssion Ownership‘ power ﬂOW, and date
0.034 | 0982 | 5627 | 24.09 |05/19/1998|submitted for MW-Mile calculation and the
Loss Percentage
On-Peak (ii-Peak Last Updated :Eil:]g,les S::eion:;\t:ijf(xf: f 1o be constructed
-4.6% -1.59% 05/31/1998 1€ rates p no constructe

Vot

as a quote. actual charges may vary depending
Back to Price Matrix upon the data available at billing time.

Back to OASIS

The prices shown above are from the SPP Price Matrix for the summer months June
through September. '
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SOUTHWESTERN
PUBLIC SERVICE COMPANY-

CHEYENNE LIGHT
FUEL & POWIER-

August 21, 1998

UtiliCorp Energy Group

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

RE:  Proposal Clarification, SPS bid dated July 3, 1998 for capacity and energy to
Missouri Public Service Company (“MPS™).

Dear Frank,

In response to your questions concerning the reserves associated with the firm power
option, SPS has the following response.

For the firm power associated with “Option A — Partial Requirement Power Service, with
Peaking Power Service,” SPS will carry the pool planning reserves, in accordance with
the current rules and procedures of the Southwest Power Pool (“SPP”), which is currently
12%. Therefore, if MPS purchased 100MW of firm capacity under the terms of Option
A, SPS will carry an additional 12 MW in planning reserves.

This definition of reserves and firm capacity apply to the attached revised bid. 1f you
have any questions, please feel free to call me at 806-378-2376.

Sincerely,

Yy A~

Mike Martin
Regional Power Sales Representative

" omm
cc:  Todd Hegwer
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SOUTHWESTERN
PUBLIC SERVICE COMPANY~
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FUEL & POWER-

August 21, 1998

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

RE: Purchase of Resource Specific Capacity and Energy for the period June 1, 2000,
through May 31, 2001. .

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 herein, 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. This offer for resource
specific capacity and energy cancels and supercedes SPS’ offer to MPS dated July 3,

1998.

PARTIAL REQUIRMENT POWER SERVICE

The term “Partial Requirements Power Service” shail 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, 2000 through May 31, 2001.

Partial Requirements Capacity Amounts: As per the following Table 1:
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TABLE 1
Period Capacity
50 MW, up to 100 MW, in
June 1, 2000 - May 31, 2001 whole MW increments

Partial Requirements Capacity Charge: The price of the Partial Requirements Power
Service Capacity is as shown in the Table 2:

TABLE 2
Period Capacity
June 1, 2000 - May 31, 2001 $ 5,200/MW - Month

Partial Requirements Energy Price: The price of energy delivered to UEG shall be
$0.80/MWh plus the Wholesale Fuel Cost Adjustment Factor.

Wholesale Fuel Cost Adjustment Factor: Attachment 1 is a copy of SPS’ Wholesale
Fuel Cost Adjustment (FCA) Clause currently in effect. Table 3 shows an gstimate of the
anticipated Wholesale FCA for the months shown.

TABLE 3
Projected -
Year Wholesale FCA
Factor (3/MWh)
June, 2000 19.74
July, 2000 19.89
August, 2000 19.84
September, 2000 19.49
October, 2000 19.95
November, 2000 20.92
December, 2000 20.48
January, 2001 20.77
February, 2001 20.09
March, 2001 19.46
April, 2001 19.41
May, 2001 19.55

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.
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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
entitled “Transmission and Ancillary Services.”

- 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
resources designated to deliver energy to its firm customers. As long as SPS has
generation available to its firm customers, SPS will supply the energy.

Partial Requirements Energy Scheduling: The energy shall be scheduled by notifying
SPS by 8:30am Central Prevailing Time 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.

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
transmission and ancillary service providers are 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

resources.

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 .
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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 fosses incurred to deliver the energy, 2)

purchase the losses, through SPS, from the regional transmission providers, or 3) ,
purchase the losses directly from the regional transmission providers,

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 September 30,
1998 and is subject to prior sale and the completion of a definitive agreement,
management approvals, and the availability of transmission and ancillary services from
SPS and any other transmission provider from which transmission services are necessary .
to deliver firm capacity and energy to UEG. ' ‘ ‘ ‘

e

If you have any questions, comments, or need additional information, please feel free to :
call me at 806-378-2376. 1

Sincerely,

=

N It Fe

Mike Martin !
Regional Power Sales Representative 5

cc: Todd Hegwer
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Southwesterri PUBLIC SERVICE Company

COMMISSION SCHEDULE SHEET RATE SCHEOULE NUMBER

-——FERe——

WHOLESALE FUEL COST ADJUSTHENT CLAUSE

TARIFF NUMBER —105 1
CANCELLING

Page 1 of 2

The .charges for actual wholesale service rendered during the current bill-
ing period shall be increased or decreased by an adjustment amount, per
kilowatt~hour of salea (to the nearest 0.0001¢), equal to the difference
between the estimated fuel coat (eF) per kilowatt-hour of estimated

. 6ales (&S) ip the current, or billing, period (n) and the mod (b),

48 adjuated to allow for wholesale losses (L), with the total charges ad-
Jjusted by a dollar amount to correct far prior wholegsale over or under
collections:

eFm eFb
Adjustwment Factor -[Sn —EEJ (L)

Fuel costge (F) shall he the coat of:

(L) Possil and nuclear fuel consumed in the Company's own plants,
and the Company's share of fosail and nuclear fuel conpumed in
Jointly owned or leased plants.

(11) Plus, the actual identifiable fossil and nuclear fuel costs
agsociated with energy purchased for ressons other than identified
in (111) below. Included therein chall be the portion of the
cost of purchases from Qualifying Facilities at or below Company's
avoided variable energy cost.

(141) Plug, the net energy cost of energy purchages, exclugive of
capacity or demand charges (irrespective of tha designation as~
gigned to such charges), when such energy is purchased on an eco-
nomic dispatch basis. Included therein may be such costs ag:

(1) charges incurred for economy energy purchases and
(2) charges incurred as a result of scheduled ocutages,

all such kinds of energy being purchased by the Company to
substitute for its own higher cost energy.

Eftective Date __Japuary 1, 1990

Approved _M AZ/:A-—'
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(iv)

q. Sales (S)

Page 2 of 2

Less, the cost of fossil and nuclear fuel recovered through
inter—eystem sales, Including tha fuel costs recovered from
economy energy sales and othar energy sold on an economic
digpatch basis.

cshall be equated to:

(1) the sum, measured at the bus-bar or interconnection point, of
(1) generation, '(2) purchases, and (3) ianterchange~in,
(11) less (1) inter-spystem sales, as referred to in 2.(iv) above,
and (2) inter-system losses.
4, "L, the adjustment for vholesale loases, determined at the vholesale deliv-

ery points, shall be equal to:

. —
1039 = 3T

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

1) the first prior month's (p) actual fuel costs (aF) divided by
actual gales (aS),
{14} minus that month's (p) estimated fuel costs (eF) divided by
estimated sales (eS),
(111) times the wholesale loss adjustment (L),
(1v) timea actual wholesale saleg (W) in that month (p) for each
customer,
«|3FR _ eFp
Adjustment Amount [aSp esp (L) (+¥p)
The adjustment amount shall be debited or credited to the
current month's billing.
6. (1) The fuel cost adjustument factor calculation ghall not include:
(1) the net energy cost of electric energy purchased from Celanese
Corperation and,
(2) the kilowatthours generated at the Celanese Corporation chemical

plant, not to exceed the amount of electric energy consumed at
that plant.

{i1) The fuel cost adjustment factor calculation shall fnclude both the
net energy cost of energy purchased from Celanese, and the kWh

generated at its plant, for any amount of energy which does exceed the
amount consumed at that plant,
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Transmission and Ancillary Service Charges: The following table outlines the various
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 Transmisston $1,083/MW - month
Scheduling $54.0/MW - month
VAR/Voltage Support $0.150/MWh
Losses See Note 2.
Western Resources, Inc. (WRI)

Firm Transmission $1,300/MW - month
Scheduling $0.1561/MWh
VAR/Voltage Support $39.47/MW - month
Losses See Note 3.

"Central and Southwest (CSW)
Firm Transmission $1,100/MW - month
Scheduling See Note 4.
VAR/Voltage Support See Note 5.
Losses See Note 6.

Note 1:  Losses for SPS system are as follows:
Demand Related Loss Factor is 3.6984%
Energy Related Loss Factor is 4.4863%

Note 2:  Losses for WPEKS are 6.0% in the months May - October, 5.0% in the
months November - April.

Note 3:  Losses will be as follows (from WRI’s OA Tariff):

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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UtiliCorp MPS Proposal
August 21, 1998

 Meter Transmission

Voltage Location Losses
230-345 KV High Side 0.87%
Low Side 1.~62%
115-161 KV - High Side 1.62%
- Low Side 3.04%
34.5-69KV High Side ' 3.04%
Low Side 4.43%

Where:

"High Side" refers to a line tap meter location at the stated
voitage 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.

Note 4;: 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 directly by PSO/SWEPCO as the
Control Area operator. The Transmission Customer must purchase this service
from PSO/SWEPCO. 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:

Energy loss factor:  2.0%

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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UtiliCorp MPS Proposal
August 21, 1998

at the time this transaction is initiated, and as it may be adjusted by the providers
throughout the term of this transaction.

Based on the firm transmission charges from SPS’ generating 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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1111 LOUISIANA STREET, 8" FLOOR P.O. 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.
W (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.
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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:

ContractPeriod  °  Anmual Load Factor  $/MWh
6/1/2001 to 5/31/2002 100% 22.00
6/1/2002 to 5/31/2003 [00% 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. -
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NorAm Energy Services, Inc.

A Subsidiary of Houston Industries Incorporated

" December 1, 1998

Frank A. DeBacker
Utilicorp United

P.O. Box 11739

Kansas City, MO 64138

Dear Mr. DeBacker;

As aresuit of our meeting at your office on November 9, 1998, Houston Industries is submitting
the attached Long-Term Peaking Capacity and Energy Proposal for discussion purposes. We
look forward to discussing it in detail with you in the near future.

If you have questions or comments, please call me at 713.207.5117.

Sincerely,

etony D)

Terry D. Lane
Marketing Director, MAPP/SPP
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UtiliCorp United d.b.a. MPS 4:28 PM 12/03/98
For Discussion Only

LONG-TERM PEAKING CAPACITY AND ENERGY PROPOSAL

Buyer: UttliCorp United d.b.a Missouri Public Service Company (MPS)
Seller: . Houston Industries Power Generation and NorAm Energy

Services (HIPG/NES)
Term: Five years istarting June 1, 2001 and ending May 31, 2006
Capacity: - 300 MWs at 99 degrees F; 326 MW at 55 degrees F (yearly average)
Delivery Point: MPS Pleasant Hill Substation
Capacity Price: $4.50/kW-mo (escalated at 2.5% per contract year) paid on the average

annual Capacity of 326 MWs; includes 16” lateral pipeline cost.

Energy Price: For all hours, MPS will have the option to call on the Energy at
$1.00/MWh (escalated at 2.5% per contract year) pius the product of a
10,600 Btu/kWh heat rate and the natural gas fuel cost.

Flexibility: MPS has full dispatch rights to 300 MWs limited only by the scheduling
provisions below and the operational constraints of the unit (such as, but
not limited to, a 4 hour minimum run time). »

Fuel: Natural gas supply and transportation will be managed by Seller. Seller
will supply fuel at a mutually acceptable index, adjusted for delivery to the
generating facility, along with a fixed charge for six Summer months of
Firm Transportation. Seller will maintain Firm Transportation for natural
gas for the generating facility in the November through April period.

Unit Starts: MPS will not be charged for the first 50 starts per contract year. MPS will
be charged $2,500 per start for the second 50 starts per contract year.
However, should MPS request more than 100 starts per contract year,
MPS will be subject to paying incremental increases in maintenance and
operating costs.

Scheduling: MPS will notify Seller of total planned output and number of starts by
9:00 AM Central Prevailing Time (CPT) one business day prior to flow so
that fuel can be procured and transported.

If MPS provides a schedule after the 9:00 AM deadline, the gas price
component of the Energy Price will be based on actual purchase cost and
actual production from the unit will be conditioned on fuel availability.
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UtiliCorp United d.b.a. MPS 4:28 PM 12/03/98
For Discussion Only

Availability: The development plan envisions using proven technology which has
historically attained very high availability levels. Availability targets will
be set following further development effort. Seller envisions targets of
98% for all hours during the six Summer months. To provide appropriate
operational incentives, the capacity payment will be adjusted (up or down)
based upon actual performance relative to a specific target during the six
Summer months of May through October.

Operations: HIPG will be responsible for managing operations and maintenance in
accordance with generally accepted utility practices. MPS and Seller will
cooperate to set scheduled maintenance outages. MPS will provide an on-
site operations staff to Seller under a separate agreement.

Transmission: MPS will cooperate with Seller to accelerate the planned connection of
the Pleasant Hill Substation to the 345 kv system.

Site: Under separate agreement, Seller will acquire approximately 70 acres of
land near the Pleasant Hill Substation from MPS for approximately $3000
per acre. :

Resale: ] In periods where MPS has not scheduled the Energy, Seller will have the
right to sell the Energy.

Credit Support: The Seller’s contract obligations are backed by a multi-billion dollar
corporation with an investment grade rating. MPS’s contract obligations
are backed by

Note: If MPS provides fuel to the facility under a tolling arrangement, Seller will
require access to Incremental Firm Transportation of natural gas for:

(a) Any Energy sales above the 326 MW3s contracted for by MPS
(b) Energy sales by Seller when MPS does not call on its Energy

(c) Energy sales from this facility after the termination of this five-year
agreement, if it is not renewed by both parties.

This document is not intended to create a binding offer or contract of purchase and sale of
electric power or natural gas between MPS and Seller. Moreover, this document does not in any
way whatsoever obligate either of the parties to enter into any agreements or to proceed with any
possible relationship or transaction. The terms and conditions set forth above are subject to
negotiation, completion and incorporation into and the execution by both parties of a definitive
agreement. Either party may terminate discussions and/or negotiations regarding this document
at any time.
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HI Wholesale Energy Group
A Division of Houston Industries Incorporated

Proposal to:

Mlssourl Public Service Co.
January 6, 1999 |
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' HI Wholesale Energy Group
A Division of Houston Industries Incorporated

Assumptions - OCGT

«500MW OCGT facility built on MPSC site
— 10,600 net unit heat rate
— Availability guarantee of 98% in summer
«Capacity available year round - 500 MW
*Day ahead scheduling |
«Strike at Spot Natural Gas Price x Heat Rate

'Energy from lowest cost source

—Market

$61 10 1¥1 98ed
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—Peaker



. HI Wholesale Energy Group
A Division of Houston Industries Incorporated

Analysis methodology

 Simulate hour by hour forward market

« Simulate MPS plant dispatch and wholesale market activity
—Plant analysis - forced and scheduled outages
—Market analysis - Optimization of plants vs. market power

» Simulate OCGT capacity and match to MPS demand shape

— Only run OCGT when economical relative to prevailing market

— Determine “credit” for merchant capacity

' Determine overall cost to serve demand with OCGT configuration

p61 30 TPl 28ed
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: HI1 Wholesale Energy Group
A Division of Houston Industries Incorporated

Analysis Methodology - continued

* Simulate CCGT capacity and match to MPS demand shape and
proposed seasonal capacity arrangement

— Only run CCGT when economical relative to prevailing market

~Determine “credit” for merchant capacity

 Major CCGT Assumptions
- Heat Rate at 6200 Btu/kWh
- Capacity Charge $7.50/kW-Mo.
- $2.00/MWh Variable O&M (start-up, chemicals, water, etc.)

e Determine overall cost to serve demand with CCGT configuration

eRevise HI’s initial OCGT offering to match CCGT economics



: HI Wholesale Energy Group
A Division of Houston Industries Incorporated

Results of Analysis

* HIPG’s 1nitial proposal was 5% higher than CCGT proposal

— Not an “apple to apple” comparison due to varying risk profiles
e Significant portion of the value in CCGT proposal is from the resale
of excess energy to the market |

— Higher merchant risk to MPS vs OCGT proposal

— Significantly more risk to MPS in bear market than OCGT proposal

* Actual demand curves show that 500 MW of capa01ty needed in four
summer months not six months

— CCGT offering needs the two additional months to make economics work

* Revised OCGT proposal makes apparent cost equal to CCGT

— Reduced merchant risk

— Market upside potential with limited down-side risk
— Matches load profile more efficiently

#6110 pir1 988d
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' ' HI Wholesale Energy Group
: A Division of Houston Industries Incorporated
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Regulatory capacity

« 200 MW of winter and shoulder capacity fully NERC
creditable in SPP

* 500 MW of “Summer Peaking” capacity fully NERC
creditable in SPP (meets 4-month criteria)
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UtiliCorp United d.b.a. MPS 8:02 PM 01/05/99

For Discussion Only

LONG-TERM PEAKING CAPACITY AND ENERGY PROPOSAL

Buyer:

Seller:

Term:

Capacity:

Delivery Point:

Capacity Price:

Energy Price:

Flexibility:

Fuel:

Unit Starts;

UtiliCorp United d.b.a Missouri Public Service Company (MPS)

Houston Industries Power Generation and NorAm Energy
Services (HIPG/NES)

Five years starting June 1, 2001 and ending May 31, 2006
The following two capacity divisions apply:

1) 500 MWs for the period of June, 1 through September, 30 for each
year in the Term of the agreement .

2) 200 MWs for the periods of January, 1 through May, 31 and October, 1
through December, 31 for each year in the Term of the agreement.

MPS Pleasant Hill Substation / MPS Tutrpcomee Fa

$8.42/kW-mo for 500 MWs supplied in the June, 1 through Scptember 30
period specified above.

$4.21/kW-mo for 200 MWs supplied in the January, 1 Lhrough. May, 31
and October, 1 through December, 31 periods specified above.

The Capacity Prices include the cost of a 16 inch lateral pxpelme to serve
the generating facility.

For all hours, MPS will have the option to call on the Energy at
$0.75/MWh plus the product of a 10,600 Btw/kWh heat rate and the

natural gas fuel cost. HWV

MPS has full dispatch rights to purchased Capacity limited only by the
scheduling provisions below and the operational constraints of the unit
(such as, but not limited to, a 4 hour minimum run time).

Natural gas supply and transportation will be managed by Seller. Seller
will supply fuel at a mutually acceptable index, adjusted for delivery to the
generating facility, along with a fixed charge for six Summer months of
Firm Transportation. Seller will not maintain Firm Transportation for
natural gas for the generating facility in the November through April

period.

MPS will not be charged for the first S0 starts per contract year. MPS will
be charged $2,500 per start for the second 50 starts per contract year.
However, should MPS request more than 100 starts per contract year,
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UtiliCorp United d.b.a. MPS 8:02 PM 01/05/99

Scheduling:

Availability:

Operations:

Transmission:

Site:

Resale:

Credit Support:

Note:

For Discussion Only

MPS will be subject to paying incremental increases in maintenance and
operating costs.

MPS will notify Seller of total planned output and number of starts by
9:00 AM Central Prevailing Time (CPT) one business day prior to flow so
that fuel can be procured and transported.

If MPS provides a schedule after the 9:00 AM deadline, the gas price
component of the Energy Price will be based on actual purchase cost and
actual production from the unit will be conditioned on fuel availability.

The development plan envisions using proven technology which has
historically attained very high availability levels. Availability targets will
be set following further development effort. Seller envisions targets of
98% for all hours during the four Summer months. To provide appropriate
operational incentives, the capacity payment will be adjusted (up or down)
based upon actual performance relative to a specific target during the four
Summer months of June through September. :

HIPG will be responsible for managing operations and maintenance in
accordance with generally accepted utility practices. MPS and Seller will
cooperate to set scheduled maintenance outages. MPS will provide an on-
site operations staff to Seller under a separate agreement.

MPS will cooperate with Seller to accelerate the planned connecuon of
the Pleasant Hill Substation to the 345 kv system.

Under separate agreement, Seller will acquire approximately 70 acres of
land near the Pleasant Hill Substation from MPS for approximately $3000
per acre.

In periods where MPS has not scheduled the Energy, Seller will have the
right to sell the Energy.

The Seller's contract obligations are backed by a multi-billion dollar
corporation with an investment grade rating. MPS's contract obligations
are backed by

If MPS provides fuel to the facility under a tolling arrangement, Seller will
require access to Incremental Firm Transportation of natural gas for:

(a2) Any Energy sales in excess of the Capacity specified above contracted
for by MPS

(b) Energy sales by Seller when MPS does not call on its Energy

(c) Energy sales from this facility after the termination of this five-year

agreement, if it is not renewed by both parties.
SCHEDULE FAD-22
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UtiliCorp United d.b.a. MPS ' 8:02 PM 01/05/99
For Discussion Only

This document is not intended to create a binding offer or contract of purchase and sale of o
electric power or natural gas between MPS and Seller. Moreover, this document does not in any
way whatsoever obligate either of the parties to enter into any agreements or to proceed with any

possible relationship or transaction. The terms and conditions set forth above are subject to

negotiation, completion and incorporation into and the execution by both parties of a definitive

agreement. Either party may terminate discussions and/or negotiations regarding this document

at any time. -

i
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Michael L. Mclnnis NP Energy Ine.
Senior Vice President 3650 National City Tower

101 South Fifth Street
Louisville, Kentucky 40202

502.560.5312
502.560.5310 Fax
mmecinnis@npenergy.com

January 7, 1999

Mr. Robert W. Holzwarth

Vice President and General Manager
Utilicorp Energy Group

10700 East 350 Highway

‘Kansas City, MO 64138

Dear Mr. Holzwarth: -

Please be advised that NP Energy (“NPE") assigned all of its rights, respecting the NPE power
generation proposal to Missouri Public Service, to Houston Power Generation, Inc. on November
2, 1998. Should you have any questions conceming this assignment, please contact me at (502)
560-5312.

Very truly yours,

/%L/”/”_‘“

cc: T. P. Naulty, Houston Industries
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Jack L. Farlev, Jr. NP Energy Ine.
Vice President. 3650 National City Tower
Marketing 101 South Fifth Street
' Louvisville, Ketucky 40202
502.560.5340
July 2, 1998 ‘ 502.560.3310 Fax
. ! jlurley@npenergy.com
" Kiah Harris
Manager - Business Analysis & Consulting
Burns & McDonnell
9400 Ward Patkway
. 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
energy 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 more information regarding the project and the developers.
This proposal, and any ultimate purchase and sale agreement, is contingent upon successful completion of
the plant.

NPE is a leading power markster, 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 concerning 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 NF Energy Inc. Board of Director
approval. In addition, this proposal is contingent upon the plant being built.

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

Sincerely,

1

Aftachments
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NP Energy Inc.
Proposal Prepared for MPS Resource Specific RFP
July 2, 1998

TIME PERIOD:

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

CAPACITY:
SPP Accredited: Yes 7

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 schcdules orby
30 minutes prior to the hour of delivery for hourly schcduies

TRANSMISSION:

1f MPS chooses to reserve firm transmission associated with the capacity, an add.iﬁona.l fee of
$3.40/MWh plus 4% losses will be required (under current SPP tariff).

BUYOQUT PROVISION:

MPS has the sole and exclusive right to buyout the contract at a fixed fee no later than a specific
date (sce 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.
June 1,2002:  $3,000,000
June 1, 2003 $1,500,000
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10750 East.350 Highway
20, Bax 11739
Kansas City, Missoun 64138

November 6. 1998 UnitilCorpe UNITED
ENERGYINE

Sherry M. Perchik

NP Energy :

3650 National City Tower
Louisville KY 40202

RE: Power Supply RFP for Missouri Public Service
issued by UtiliCorp United Inc.

Dear Sherry:

As you know. your firm’s proposal was one of eight received by UtiliCorp in response to .
the above referenced RFP. In my August 25" letter I indicated that at that time UtiliCorp
had planned to complete its analysis of the proposals by mid-September. Due to both
internal and external circumstances the analysis was not completed as contemplated.
UtiliCorp will now complete its analysis by mid-December.

The purpose of this letter is to:

1) Determine if your firm continues to be interested in providing power supply
resources to Missouri Public Service (MPS).

2) Provide an opportunity for interested bidders to update or otherwise modify
their original proposal.

Please contact me as soon as possible if vour firm continues to have an interest in
providing power supply resources to MPS so that the detaiis of your proposal may be
finalized,

In order for vour firm’s proposal to continue to be considered, a response to this letter
must be received no later than 5:00 PM, November 13, 1998.

Sincerely vours,

Ceud Wl o e
Frank A. DeBacker

Phone; (816) 936-8639
Fax: (816)936-8695

il: tili .
Email: fdebacke2@utilicorp.com SCHEDULE FAD-22
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NP Eneryy Ine.

3630 National City Tower
101 South Fifth Street
Laouisville. Kentucky 40202

September 4, 1998 ' 502.560.5300
| 502.860.5310 Fax
Frank A. DeBacker : '
Utilicorp
10700 East 350 Highway
Kansas City, Missouri 64138

Dear Frank:

In response to your letter dated August 25, 1998, NP Energy would like to submit the following proposal
as a replacement for our original proposal. This proposal, which is detailed in the attached term sheet, is
summarnized here. NPE selis 200-300 MWSs of capacity to MPS for a 5-year term. MPS has the option to
call energy at a heat rate of 10,600 btwkWh. The energy is unit firm with a guaranteed equivalent
availability of 90%, and no less than 98% in the summer months.

This proposal is based upon NPE or a qualified developer building generation. While we are confident in
our analysis and the underlying fundamentals, we would like to stress that this proposal is contingent
upon nurnerous site specific and equipment specific factors, If this proposal is of interest to you, we are
prepared to quickly finalize our offer. :

The consummation of this transaction is subject to the successful negotiation, approval and execution of a
mutually agreeable definitive agreement, and NPE Board of Directors approval. As the market is
constantly changing, NPE will advise you of any market fluctuations which may affect NPE’s pricing.

Please feel free to call me with any questions at {(502)560-5366. I look forward to talking with you. I will
be out of the office the week of September 7%, but my colleague Terry Naulty will be available should
you have any questions during that time. He can be reached at (502)560-5361.

Regards, o F" yw |-52. Z_-_j—é 0. “53/0

R, ] PO -
ot BN | ~ At P

Sherry M. Perchik
Regional Marketing Director

Afttachments
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CONFIDENTIAL

Capacity & Optional Peaking Energy Proposal _
Prepared for Missouri Public Service by NP Energy Inc. .
September 4, 1998

TIME PERIOD:

Start Date: June 1, 2001
End Date: May 31, 2006

FIXED CAPACITY PRICE:

SPP Accredited Capacity: Yes
Quantity: 200 - 300 MWs
Price: ,$4:007kw-month capacity payment; escalated at 2.5% per year
~PA25" M 1ofz28/7%
ENERGY PRICE (applies for all hours of term):

MPS will have the option to call energy at $1.00/MWh (escalates at 2%) plus the product of a

heat rate of 10,600 btw/kWh (at most efficient point) times the fuel cost. MPS can supply the gas,
or NPE can supply the gas. If NPE supplies the gas, MPS will pay either a) a mutually acceptable -
index, adjusted for delivery to the facility, if the power is scheduled by 10:00 AM CPT, or
otherwise b) the actual gas cost for energy scheduled after 10:00 AM CPT and up until 1 hour
prior to hour of flow ‘

START/STOP COSTS

No charge will be assessed for the first 50 starts/stops per year, A $2,500 charge per start will be
assessed thereafter

DELIVERY POINT/TRANSMISSION:

The facility will be connected to the MPS transmission system, and will deliver energy at
transmission level voltages. NPE and MPS will work cooperatively to optimally site the facility

NATURE OF SERVICE:

Unit Firm

ENERGY AVAILABILITY:

Annual equivalent availability will be guaranteed to be no less than 90%, and no less than 98%
(with 47% of MWh in on-peak hours) in the summer months of June - September
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Southern Company
Energy Marketing L.P.
200 Wesitlake Pare 2
Siute 200

Houston, Texas 7707%

Tel 281 384.2300
300.274 2726
Fax 281.584.3901

- SOUTHERN A
July 2, 1998 COMPANY

Energy to Serve Your World™

- PRIVATE & CONFIDENTIAL

Kiah Harris

Manager, Business Anaiysis and Consufting
Bums & McDonnell

9400 Ward Parkway

Kansas City, Missouri 64114

Subject: Capacity and Energy Purchase Proposal

This document represents possible terms under which Southern 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, 1998, 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 complement MPS's future capacity and :
energy requirements. The assumptions and pricing scenarios are included on the foillowing 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 1o the terms and conditions set out in this lefter.

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

Very truly yours,

~ ] :
fr?M
S * Sr—_ .

QY| 7

Pat hjlann
Manager

cc: Henderson Cosnahan
Ress Young
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PRIVATE & CONFIDENTIAL Missouri Public Service

Kiah Harris
Non-Binding | July 2, 1998
Re: Capacity and Energy Purchase Propasal
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 temtory

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 calculate 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 $/MMBTU
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 scheduie.
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PRIVATE & CONFIDENTIAL Missouri Public Service

Non-Binding

Kiah Harris |
July 2, 1598 |

Re: Capacity and Energy Purchase Proposal

Buyout Provision:

Scheduling:

Agreement:

Confidentiality:

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

Resource Start up costs - not applicable ' !
Minimum 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 transaction contemplated hereby are

confidential and will not be disclosed by either party (or their agents), without
prior consent of the other party.
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Southern Company

Energy Marketing L.P.

220 Westae Parx Bnn.

3.;::3 205

=3 .5100, 124385 77079

T=. 2831 .584.2800
£06.324.2726

S5 287.584.3901

- - SOUTHERNA
Septernber 1, 1958 o COMPANY

Energy to Serve Your World ™

UtiliCorp United

10700 East 350 Highway
Kansas City, Missour 64138
Attn: Frank A. DeBacker

RE: Missouri Public Service RFP issued by UtiliCorp United Inc.
Dear Frank:
In response to your letter dated August 25,1998 , Southern Company Energy Marketing

L.P. (SCEM) continues to be interested in providing power supply resources to Missouri
Public Service (MPS) under the terms expressed in our offer.

Our proposal serves only to set out certain key terms and conditions that SCEM, based |
upon current market conditions, believes might be agreeable to UtiliCorp United for
inclusion in any final, mutually executed agreement on the subject transaction. Certain
additional, material terms would have to be negotiated and agreed upon before either

" SCEM or UtiliCorp United would incur any contractual obligations to the other, and such
further negations may necessitate changes to the terms and conditions set out in this
{etter.

1 look forward to working with you towards a final agreement. Please call David
Cavazos at 281-584-3945 or myself at 281-584-3962 if you have any questions or
comments regarding our offer.

$incerc1y,

v
t Mann
Manager
SCHEDULE FAD-22
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Chronology
of

Supply Side Resource Solicitation Process

May 22, 1998

July 3, 1998

August 21, 1998

August 25, 1998

September 9, 1998

September, 1998

September, 1998

November 3, 1998

November 6, 1998

Issued Request for Proposal for Supply Resources for June 1, 2000
to May 31, 2004. '

Received eight proposals:
Aquila Power ~ Basin Electric Cooperative
Carolina Power & Light LS Power, LLC
New Century Energies NorAm Energy Services, Inc.
NP Energy Inc. Southern Company

Initia] evaluation of proposals completed by Burns & McDonnell.
Results indicated that a self build EWG option supplemented with
short term purchases for 2000/2001 offered the lowest cost option.

Requested that original bidders confirm their interest and update
their proposals. Al bidders with the exception of LS Power
responded in the affirmative and either confirmed their original
pricing or offered revised pricing. With the exception of New
Century Energies, Aquila and Basin, all bidders stated that they
were no longer able to meet a June 1, 2000 delivery date.

Executed [etter of intent to purchase excess capacity from
Sunflower Electric Cooperative.

Determined that only three cost effective supply options existed for
the June, 2000 to May, 2001 period: Aquila, New Century
Energies and Sunflower. The Basin proposal was not cost
effective due to the high capacity charge.

UtiliCorp forms Merchant Energy Partners to develop and own
Exempt Wholesale Generator (EWG) and Independent Power

Producer (IPP) facilities.

Completed evaluation of the three cost effective supply resources
available for the June, 2000 to May, 2001 pericd. Portfolio
consisting of a mix of Sunflower and Aquila resources determined

to be most cost effective.

Requested that bidders again confirm their interest and update their

proposals, Established November 30, 1998 as due date for best

and final offers. All bidders except Basin Electric, LS Power and
Southern verbally indicated a continued interest. Carolina Power
& Light and NP Energy subsequently withdrew their proposals.
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Chronology
of

Supply Side Resource Solicitation Process

November, 1998

November 9, 1998

November 30, 1998

December 17,1998

December 21, 1998

December 29, 1998

January 4, 1998

January 6, 1999

January 7, 1999

January 11, 1999

January 12, 1999

Carolina Power & Light decided that it could not commit resources
without a long term agreement and withdrew from the bidding
process. NP Energy decided that it could not commit resources
due to its financial position and withdrew its proposal in favor of .
Houston Industries.

Received contract from Aquila Power for 135 MW of peaking
capacity for period June I, 2000 to September 30, 2000.

Received revised proposals from Aquila Power/Merchant Energy
Partners and Houston Industries for the June, 2001 to May, 2006
period.

Executed contract to purchase excess capacity from Sunflower.

Contacted Houston Industries and advised them that their proposal
was not cost effective as structured and requested that they
consider revising their proposal.

Met with Houston Industries to discuss MPS’ capacity needs and
provide information which would allow them to improve their
proposal.

Met with Merchant Energy Partners to begin the process of
clarifying and solidifying the terms and conditions of their
proposal. : ‘

‘Met with Houston Industries and received their revised proposal.

Received confirmation that Merchant Energy Partners would
replace Aquila Power as the owner of the proposed EWG and
would be the entity contracting with MPS,

Completed evaluation of Houston Industries proposal. .
Recetved notice that NP Energy had assigned its proposal to
Houston Industries.

Meeting with UCU management Group to discuss status of MPS
power supply.

Merchant Energy Partners submitted revisions to their proposal.
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January 13, 1999

January 14, 1999

January 15, 1999

January 16, 1999
to Present

 Chronology
of
Supply Side Resource Solicitation Process

Notified Houston Industries that their proposal was not competive
at present pricing levels and terms and conditions (ie: five year
term with no option to reduce purchase amount).

- Houston responded that they were not able to improve their offer.

Notified Houston Industries that they were not successful bidder.
Notified Merchant Energy Partners that their proposal was selected
as preferred supply option subject to successful negotiation of
contract. '

Negotiated final terms and conditions of power supply agreement
with Merchant Energy Partners.
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18981998

February 1, 1999

Mr. Frank DeBacker

Vice President - Fuel & Purchased Power
Utilicorp United

10750 East 350 Highway

Kansas City, Missouri 64138

Renort on the Evaluation of Power Supply Proposals

Mr. DeBacker:

This letter summarizes the results of Burns & McDonnell's evaluation of power supply
proposals. UtiliCorp United (UCU) provided the proposals and updated offers from
Houston Industries (HI) and Merchant Energy Partners (MEP).

The objective of the evaluation was to verify that the information from the proposals had
been accurately input into the model. The evaluation was also performed to determine
the power supply option which, when combined with UCU's existing resources, would
result in the lowest total cost of power supply for UCU during the evaluation period of

June 1, 2000 to May 31, 2005. The evaluation was performed using the RealTime

production cost modeling software written by the Emelar Group and utilized the
RealTime database of existing power supply resources provided by UCU.

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

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

As shown in the tables, the total expenses of the two proposals were very similar across
all of the cases run. The NPV of total costs for the MEP option is slightly less than the
HI option in all but one case. The HI proposal was less expensive in the case involving
the base gas price forecast, low market energy prices, and no off-system sales.
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Mr. DeBacker
February 01, 1999
Page 2

We appreciate the opportunity to be of service to Utilicorp United. We wouid 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,

/%arnes M. Flucke, P.E.
Project Manager

SCHEDULE FAD-22
Page 166 of 194



Missouri Power Supply
Bid Comparison
6/1/2000 - 5/31/2005
$x1,000

f Annual Cost $x1,000 NPV
From> Jun-00 Jun-01 Jun-02 Jun-03 Jun-04 Jun-00
To> May-01 May-02 May-03 May-04  May05  May-05

Without Off System Sales
Base Gas & Mkt
Merchant Energy Pariners 108,388 130,053 135381 143,952 154,103 530,017
Houston Industries - 108,388 129074 1361B1 145432 155,081 532,248
Low Gag & Mkt
Merchant Energy Pariners 107,201 128,131 133,679 141514 150,536 521,700
Houston Industries 107,201 127071 133,707 142439 152179 522,61
High Gas & Mkt
' Merchant Energy Partners 100286 131,741 136817 145969 157,239 537,054
Houston Industries 109,287 130352 138,055 147,781 159531 539,738

Base Gas & High Mkt

Merchant Energy Partners 109,286 131,611 136,202 144902 155416 534428
Houston industries 408,287 130,372 137,853 147 227 158,542 538,522
Base Gas & Low Mkt
Merchant Energy Partners 107,201 128,216 134,081 142533 152,026 523,854
Houston Industries 107,201 127,093 133,884 142,788 152,650. 523,348
With Off System Sales
Base Gas & Mkt
Merchant Energy Partners 104,398 124,280 125,783 135176 145685 501,582
Houston Industries 104,496 123,971 132,218 141,965 152,742 515301
Low Gas & Mkt
Merchant Energy Partners 104,900 124198 127,032 135426 144548 5023N
Houston Industries 105,051 123,833 131,134 140,080 149,887 512,508
High Gas & Mkt
Merchant Energy Partners 103334 123,486 123,798 1343599 146,379 488,234
Houston industries 103,366 122,870 132,193 143,092 185,022 5188671
Base Gas & High Mkt
Merchant Energy Partners 103,334 123,245 122,774 132,659 143,683 454,100
Houston industries 103,366 122,768 131,681 142,090 183,522 514,421
Base Gas & Low Mkt
Merchant Energy Partners 104,000 124319 127,710 138,885 146458 505385
. Houston Industries 105,061 123,918 131,452 140,701 150,685 513,833
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Merchant Energy Partners
Annual Ownership and Operating Cost
$x1,000

Annual Fixed Cost
From> Jun-0@ Jun-G1 Jun-02 Jun-03 Jun-04
To> . May-01 May-02 May-03 May-04 May-05

Aquila Capacity Payment 4,865

MEP Capacity Payment 17,696 27,660 27660 27660
SEC Capacity Payment 7,566 6,693
Union Electric Capacity Payment - 7,176
Long Term Peaking Capacity Cost
Short Term Peaking Capacity Cost 2,837 6,397
(Gas Reservation Cost 6,890 6,890 6,890 6,890

Total Fixed Costs 18,608 31,279 34,550 37,387 40,947

Yotal Annual Supply Cost

Without Off Systern Sales
MwWh $ w/Base Gas & Mkt 88,779 98,774 100,831 106,565 113,157

Total Cost 108,388 130,053 135,381 143,952 154,103

MWh $ wiLow Gas & Mkt 87,582 96,852 99,128 104,127 109,589
Total Cost 107,201 128,431 133678 141,514 . 150,536

MWh $ w/ High Gas & Mkt 89,678 100,462 102,267 108,582 116,293
Total Cost 109,286 131,741 136,817 145969 157,239

MWh § w/Base Gas & High Mkt 89,678 100,332 101,652 107,515 114,469
' Total Cost 109,286 131,611 136,202 144902 155,416

MWh $ w/Base Gas & Low Mkt 87,662 96,937 99,531 105,146 111,079
Total Cost 107,201 128,216 134,081 142,533 152,026

With Off System Sales ’
MWh § w/Base Gas & Mkt 84,789 93,001 91,233 97,790 104,748

Total Caost 104,398 124,280 125,783 135,176 145,695

MWh $ w/low Gas & Mkt 85,282 92,919 82,482 98,040 - 103,601
Total Cost 104,800 124,198 127,032 135,426 144,548

MWh $ w/ High Gas & Mkt 83,725 92,207 89,248 87,012 105,433
Total Cost 103,334 123,486 123,768 134,399 145,379

MWh § w/Base Gas & High Mkt B3, 725 91,566 88,224 85,272 102,736
Total Cost 103,334 123,245 122,774 132,659 143,683

MWh $ w/Base Gas & Low Mkt 85,202 93,040 83,160 99,498 105,511
Total Cost 104,900 124,319 127,710 136,885 146,458
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Houston Industries
Annual Ownership and Operating Cost
$x1,000

Annual Fixed Cost
From> Jun-00 Jun-01 Jun-02 Jun-03 Jun-04

To> May-01 May-02 May-03 May-04 May-05

Houston Capacity Payment 23576 23,576 23,576 23,576
Aquila Capacity Payment 4 866
SEC Capacity Payment 7.566
Union Electric Capacity Payment 7,176
Long Term Peaking Capacity Cost
Short Term Peaking Capacity Cost . 2,837 6,397
Gas Reservation Cost 8,755 8,755 8,755 8,785

Total Fixed Costs 19,608 32,31 32,331 35,168 38,728

Total Annual Supply Cost

MWh $ w/Base Gas & Mkt 88,780 96,743 103,850 110,264 117,353
Totat Cost 108,388 129,074 136,181 145432 156,081

MWh 3 wiLow Gas & Mkt 87,592 94,740 101,375 107,271 113,451
Total Cost 107,201 127,071 133,707 142,439 152,179

Mwh $ w/ High Gas & Mkt 89,678 98,021 105,724 112,613 120,803
Total Cost 108,287 130,352 138,085 147,781 159,531

MWh $ w/Base Gas & High Mkt 89,678 98,041 105,531 112,058 119,814
Total Cost 109,287 130,372 137,863 147,227 158,542

MWh § w/Base Gas & Low Mkt 87,592 94,761 101,553 107,620 113,922
Total Cost 107,201 127,093 133,884 142,788 152,650

With Off Systemn Sales
MWh $ wiBase Gas & Mkt 84,888 91,638 99,886 106,797 114,014

Total Cost 104,486 123,971 132,218 141,865 152,742

MwWh $ w/Low Gas & Mkt 85,442 91,501 98,802 104,912 7 111,158
Total Cost 105,051 123,833 131,134 140,080 148,887

MWh § w/ High Gas & Mkt 83,757 90,539 99,861 107,924 116,293
Total Cost 103,366 122,870 132,183 143,092 165,022

MWh § w/Base Gas & High Mkt 83,757 90.437 99,349 106,922 114,794
Total Cost 103,366 122,768 131,681 142,090 153,522

MWh § w/Base Gas & Low Mkt 85,442 91,587 99,120 105,533 111,857
Total Cost 105,051 123,918 131,452 140,701 150,685
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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

1895+ 1998

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:

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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1898-1098

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 scenario did not take into account the sale of surplus energy.

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 Bumns &
McDonnell. The lowest cost option includes 2 combination of purchases from Aquila,
SPS, and a 55 MW unit-contingent purchase in the first twelve months of the study .
period and the addition of 500 MW of combined cycle capacity by UCU on June 1, 2001.
This combination of resources results in total expenses of $391,167,001, approximately
$25 million 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

g James M. Flucke, P.E.

Project Manager
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Table 1 C
Assumptions Made for RealTime Modeling

Evaluation period - June 1, 2000 to May 31, 2004,

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

Spot market energy price forecast provided by Utilicorp.

MPS internal wheeling charges are assumed to the same for both generatlon built intemaf to the MPS .
transmission system and power delivered from outside the MPS transmission system.

MPS natural gas price forecast provided by MPS equals Henry Hub Index price forecast minus $0.09/mmBtu plus
$0.35/mmBty in transmission charges.

At the direction of Utilicorp, peaking capacity assumed to be available for $4.00/kW-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 naturaj 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 not been taken into consideration.

Caost 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 equai 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 $2,497/MW-mo. provided by Utilicorp.

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

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

Southern Company
Cost of natural gas assumed to be equal to Henry Hub Index price forecast provided by Utilicorp.

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

SPS

QOption A assurned 1o be availabie for a one-year term based on discussions with Utilicorp.

Assumed transmission charges equal to $4,033/MW-ma. provided by Utilicorp.

Capacity charges not included in model but were added to the total expenses on the "RealTime Madeling Results” spreadsheet.

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

Utiticorp United

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

Combined-cycie 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 Utilicarp.
Qperation & Maintenance cost forecast provided by Utilicorp. L
Capacity charges not included in mode! but were added to the total expenses on the "RealTime Modeling Results” spreadsheet. TR
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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) 268 408 440 480
Offered Capacity (MW) Capacity Utilized (MW)
LS Power 5401 540 540 540
ucu 500 ‘
Aquila 1a 100 100
Aquila 1b 75 75
Aquiia 3 100
SPSA  75-100 75
SPS Peak - 25 25
Basin <=100
NP Energy 100
Southern 100
CPaL 150
NORAM 100
Unit-Contingent Purchase 55 55
Peaking Contract
Total Capacity Additions (MW)] 265 540 540 540
Excess Capacity (MW) 0 135 100 60
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Table 2 (Cont.)
Case 2 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
to to o 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
ucu 500 500 500 500
Aquila 1a 100 100
Agquila 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 g5 60 20
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Table 2 (Cont.)
Case 3 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
to to to to
Case 3 . May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW 255 408 440 480
QOffered Capacity {MW) Capacity Utilized {MW)
LS Power 540
ucu 500
Aquila 1a 100 100
Aquila 1b 75 75
Aguila 3 100 ' 100 100 100
SPS A 75-100 75 100 100 100
SPS Peak 25 25
Basin <=100
NP Energy 100
Southemn 100} - 100 100 100
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
SCHEDULE FAD-22
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Table 2 (Cont.)
Case 4 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
‘ to to to to
Case 4 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]v 100
Aguila 1b 75]v 75
Aquila 3 100
SPSA 75100{v 75 100 100 100
SPS Peak 25]: 25
Basin <=100
NP Energy 100] 100 100 100
Southern 1001 ~ 100 100 100
CP&L 150} v 150 150 150
. NORAM 100
Unit-Contingent Purchase 58)v 55
Peaking Contract ‘ 30
Total Capacity Additions {MW) 255 450 450 480
Excess Capacity (MW) .0 45 10 0
SCHEDULE FAD-22
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Table 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 May, 2003 May, 2004
Capacity Need (MW)] 255 405 440 480
Qffered Capacity (MW) Capacity Utilized (MW)
LS Power 540
Ucu 500
Aquila 1a 100 100
Aquila 1b 15 75
Aquila 3 100 100 100 100
SPSA  75-100 75 '
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
tnit-Contingent Purchase 55 55
Peaking Contract 30
Total Capacity Additions (MW)| 255 450 450 480
Excess Capacity {MW) 0 45 10 0
SCHEDULE FAD-22
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Table 2 (Cont.)
Case 4b Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
. ‘ to to to to
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
Aquila 3 100
SPSA 75100 75
SPS Peak 25 25
Basin <=100
NP Energy 100 100 100 100
Southemn 100 100 100 100
CP&L 1508 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) 0 45 10 0

SCHEDULE FAD-22
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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 § 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 ta 100 100
Aguila 1b . 75 75
Aquila 3 100 100 100 100
SPSA  75-1001 75 100 100 100
SPS Peak 25 25
Basin <=100
NP Energy 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

SCHEDULE FAD-22
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Table 2 {Cont.)
Case 6 Description

Evaluation Period
June, 2000 June, 2001 June, 2002 June, 2003
1o to to to
Case 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
ucy 500
Aquila 1a 100 100
Aquila 1b 75 75
Aqguila 3 100 100 100 100
SPSA 75100 75 100 100 100
SPS Peak 25 25 '
Basin <=100
NP Energy 100 100 100 100
Southern 100 100 100 100
CP&L 150
NORAM 10Q
Unit-Contingent 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-22
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Table 2 (Cont.)
Case 7 Description

Evaluation Period
: June, 2000 June, 2001 June, 2002 June, 2003
: ‘ to to to to
Case 7 May, 2001 May, 2002 May, 2003 May, 2004
Capacity Need (MW) 255 408 440 480
Offered Capacity {MW) Capacity Utilized (MW)
LS Power 540
ucuy 500
Aguila 1a 100 100
Aquila 1b 15 75
Aquila 3 100 100 100 100
SPSA 75100 75 100 100 100
SPS Peak 25 25
Basin <=1900
NP Energy 100
Southemn 100 100 100 100
CP&L 150
NORAM 100 100 100 100
Unit-Contingent Purchase 55 55
Peaking Contract 5 40 ' 80
Total Capacity Additions (MW) 255 405 440 480
Excess Capacity (MW) 0] 0 0 0

SCHEDULE FAD-22
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Table 3
ReaiTime Modeling Results with Sales

June 1, 2000 to May 31, 2004
Capacity Erergy Total Total Tatal Total % Above Laast  § Above Lesst
Casa Contraey MW Wvdh Cout § _ Purchases & Sates § .un:ﬂ-ei.-nohmm._ Expensa §  Expemive Case Expensive Cans
Caie | T RS ST | SZAATOIITE] S 270450848 | § 416781748 BAN] 3 25,004,747
L5 Power Unit 1 {Onbina 2001} —
LS Pirwnp Undt 2 {Onken 2001
s Ooton e 6/1/2000 - WIGR000
.
78 X
25 X
35 )
Caaa2 Y S6009,906 | $229.999.145)3 565 146241 | § 191,187,004 50%| 5
[Unlicom Ut 1 [Onbrve 2001} ﬂm 5201 41[ 3 148,501,561
Uslicory Uni 2 (Onkne 2001) 250 *T41.507 3 _138.812,188
Aquis Option 18 __§/1/2000 - 3/38/2000 100, 103, 4,809 452
Aculs Gphen b 10172000 - $31/2001 5 [] 48,199
5P3 Oribon A (Pamal Reguiremant) 3 ATy 18.074.017
Peanng Ca 5 11,3908 720457
35 12,228 10388
Myf 9,28, T2T] 3229908 146
Cave ] S 258759280 | 511527726318 292.081.747 [ §_436.363.764 11.6%| § 45,106,783
154 2T20EA]§ 315093450
10| 7040278 §_ 59690798
100 L] 24,370 518
100 F=) 4411451 |

~i
el
o
-

.,
[SPS Cpton & (Parital Regurarnang |
[ Pesiing Eapaci) _

Fanoa
~u_
Lina Contngent Purghass )
Peating Convect
Saws
————— s———— M —————————————
Casa b S 252,834.408 1430263374 10.0%] § 19.008.373
IJ [EPaL ] |
"Soutveen 100
848,300
2,715,959 STATLBMA
10.904 1,726,183
12,808 FREZXL)
[ 1,440,600
BCRINT] 8119370380
— s e —
Caka oa 207 034 425 376,232,010 3 305,748,570 | §_436.548 988 %] § <S89
CPAL 150) 2% 929
‘Southam 100) 7019811
e 100 13288
[Aqe Cpton T &/172000 - 100] 25
N b 10/1/2000 - 43172001 75 -]
LETTE] 100 131
SPS Opvon A (Paritel Requirement) 73, T 040
(Peaiiny Capaaty} 5 10,8023
Ond-Contingert Purchass 55 12,708
u-En!-ﬂ (1]
Saiet 3,081,867
Cate ¢5 TR | STOiS ]S . 29906350 |
- I.ﬂlﬂ"—u 154 289,941
Sovthem 100 1.09.140
120 6,748
100 26
74/ [ L
100 1,524.514] 132,404
] 75 ALST{ 3 16.082, 782
F F 10,049 T30,
7 7 S5 12,620 128,081
[Prsiing Contect R e
Sakes 4071 935] 3104 544 438
Care § 277,595,088 479.905 4451 3 302,832,928 | § 430,522 369 15.2%) 3 59243558
TP 190 T4307] §__ 35788707
[Agals Dptan 1 150 16873 34,36
NP Energy 100, 14118 18,984,500
Ay Op¥on 18 __6/1/7000 - 973012000 100) 153 4815
Agais Opien 181612004 - 373172001 75 © 448,200
SPS Dplion A (Fanmal Requs 75100 T.T36 058 A7.034 M7
Pesl Capac
Und Consnpent Piachess
Praling Convudt
Salen
Cate & 3 gab2i2.520 | 31078004171 % 297456910 ] § 434 276 031 VIOWL S 43109620
Aguly Opeon 3
(W0 Energy
Southern
[Aquta Cpbon 1a __&/5/2000 - 43072000
Aquis Upson 18 1GI/2000 - 5172001
[) 6.000.000
23401 847]  $107.803,417)
1 91070015 ] -$140.4454340 8 207,938,305 [ § _444.563.188 13.7%] § 83,396,145
2038417 9.658 508
96 24,377 54
1475488 142,954
28 4,391,529
[ S48.200
1,736,110 §7,525,484
F 10,423 Je1.20
! 12,708 3178,333
[Pebking Congac ) 000,000
Sty ) 5.853,100{ 3180.448,134
Holes
359 Opiion A Partal Requitsment hat & capacity of T3 MW for v st yesr and 100 MW for tha lest Tres yeart wOIHUCHh m.LPHu 22

SPS Opiion A was only tiae for one yaiy for cases 1, 2, 4, and &3
1}%%-5%‘12.?.‘!!&"1
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Table 4
RealTime Modeling Results without Sales

Juns 1, 2000 to May 31, 2004
Capacity Enargy Total Tota Total % Above Laast  $ Above Leasi
Case Contrect MW MWh Cost3 Purchasas 3 Generations Cost § Expanse $  Excensiva Case Expensive Case
Casu 1 3 247482085( % 223,719,801 | § 476,201.868 49%( 3 22182486
LS Power Unit 1 (Onlina 2001} ]TUT 3,450,651 128,875814
LS Power Linit 2 (Cnline 2001) 70| 1,159.977| 70.414.823
Aguia Opion 1a 6172000 - SATRON0 0! 26 4,801 575
Aquila Cption 1b__10/1/2000 - 5172001 75 0 1,645,200 |
SPS Option A {Parital Requirerment} [f] 175,698 12,420,153
{Pasking Capaaty) 25 10.918 .TRS.EJ
Uni-Contingent Purchase 3] - 4.716 3.018014 ——
Case 2 3 44330926 | § 42).308.758 | 3 467639684 30%]3 1352028 |
[Ullicarp Unit 1 {Ondine 2001) 7501 3.380.441] § 120,7085810
Ulicorp Unit 2 (Online 2001 150 1,379.0%4 77,738,008
Aguila Option 18 $/1/2008 - S/30/2000 100 147 4814017
Aguila Option 1b__10/1/2000 - 83172001 75 D] 1,648,198
SPS Opton A (Paritsl Requirsment) 75 174 554 12.397.030
_(Pasking Capaciny) 11} oraly " 1 73ipa?
Unit-Cantingent PurchAse 85} 9,850 018,109 _ —_—
Case ) 3 19616105131 § 264,990,950 | § 461154001 1.6%]) 1 71501
CPaL 1504 63.963] 3 28,773,330
| Seuthem 10D G40 495) 3 38,572,089
Anuils Option 3 IE‘: 153 24,373,182 |
Aquile Qption 1a__6/4/2000 - 8/30/2000 10| 28 4,801 528
[Aquils Option 1b _ 10/1/2000 - 5312001 78 - O 548,200
SPS Option A (Parital Requirement} 7snuo| 1,422,437 N 75643
(Peaking Capacity) 2% 10,905/ T2 748
Unit-Contingant Purchese 58 9,891 3,018,063
i Penking Contrect } -~ Of 440,
Case 4 S 190,167,020 [ § 254,956,444 | § 455,123,464 0.2%] § 1,104,084
CPaL, 1501 §7.345] §_ 28.680.735 |
|Seuthem 1001 935,112 35,457 450
NP Ervecgy [T B.090)] 13,544 079
Aguila Option 1a 6/1/2000 - 9/30/2000 100 Fl 4,801,429
Agquils Opuon 16 10/1/2000 - 5/21/200t 78 0 848,200
SPS Opbion A (Pentsi Requusment) T100 140,251 71.T70,828
{Panking Capacity) F3 10,895 | TiaA24
{Unil-Contngesm Purchiss §5 921] 020,839
Puiins Contrect 0} 440,000 —
Case ds $ 173,65582) ; 280,360,477 | 3 454.019.400 [ K] -
CPAL 150 120,.230] 3 90,595,187
HSwh-m 100 1,272,189 43,749,980
NP E| . 100/ 19.468 19.007.529
T R P T - Sa[s 480759
Aquita Opbon Tb__10/1/2000 - 53172001 7% [ 548,200
Agquila 3 100 131 24,370,845
5PS Option A (Parital Requiremant} 75 173,519 12,375,423
{Paaking Capacity) 25 10,893 124424
Unil-Contingent Purchyse ssl 921 3.620.999
Pasking Contract ] | 440.000 —
g db 3 190348728 'S 270,494 040 ; 460,842,768 1.5% §  £323.0688
CPAL 501 85,557 48,633,893
Southem 1601 1279.851] 3 43918,072
NP E 100 6.758 18,583,725 |
da Option ta _6/1/2000 - 304000 100 8 4,801,355
e Opbon 1 19172000 - S 17200t 15 1] 1,648.200
MNaorAm 100 B547.71¢ 51,208,512
SPS Oplion A (Pamat Hegu 75 575,898 12,420.153-_
Peaking Capacity} 5 10,918 1,723,930
Unit-Contngem Parchase 58 718! 3.016.014
Peaning Contract { 1, 440,00 -
Case § § 191,200,852 | § 278,177,382 | §_4569.078.24 J4%[ 5 15358834
CPAL i50] 1253451 30,504,382
Atuils Option 3 106, ?““F 24,370,153
NP En 100 14,990 18,991,017
Aguila Gpoen Ta 6172000 - 9362000 100 26 4,801,529
# Option 10 10/1/2000 - 573 12001 7% 0 848 300 |
SPS Cption A (Purital Reguiremant] 75100 1.525.843 73,574,803
{Paahing Capecty) 23 10.895 L7243
Uni-Contingent Purchase. ss"} 9,921 3,020,939
Faaking Contract { [] 1,440,000
Cazs & 3 1923988455 | § 265,108,518 S_‘_Mg_ﬂ 0.9%| 8 4077513
| Agpuida Option 3 100] 196, 24,377,587
NP Energy 100( 14,527 18.890.818
LSautham — 100 335,112! 35 457 442
[Adila Option 18 __81/2000 - 9302000 100 76 801,529
Aquia Option 16__ 10/1/2000 - 573 12001 18 [1] 548 200
SPS Option A {Pantsl R T300] 1423244 71.770.683
(Fanwing CApeciyy “F 10,895 24,430 ]
Unit-Contingent Purchase 55 9.921 2,020,839
Peahing Contract 1 af 000,000 —
Cass 7 5214582369 [ § 257822027 | 3 472204 596 4.0%] 3 18,185,156
o [Soum ::rm 041,572] § 36,595,807
[Acuila Opgan 3 ] 198 24,377 567
NorAm 100 390,554 3 44985011 |
’AJM: Option 18 __ 6/172000 - %/30/77000 100 28] 4,801,529
[Aguila Option 15 10/1/2000 . 53172001 75 g 548,200
SPS Oplion A (Pents R nt 750100/ 1,428,397/ 71,834,588 |
(Paaking Capacrty} 25 14,895 724,424
Unit-Cortingant Purchase ss! y ) 921 1,020,939
|Panking Contract [+] 6,000,000 l _i

Hotes _ .
375 ot was oy ke o0 Yot o SRS 1.4 WD SCHEDULE FAD-22
Panking Contruct includes & capacity chavpe of 34.00/MYV.ma, ki sl capecity deficils .
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"Look Date" 4-Dec-98
Greenwood Gas Commodity Cost

1999 Strip Price EstBasis WNG Fuel Transport ACA/GRI LDC  BumerTip

January 1.99 -0.13 1.858 0.045884 0.05 0.01 ' 1.964
February 202 0.13 1.885 0.04655 0.05 0.01 1.992
March 2.01 -0.13 1.88 0.046427 0.05 0.01 1.986
April 2.00 -0.13 1.87 0.04618 005 0.01 1.976
May 202 -0.13 1.885 0.04655 005 001 . o 1992
June 2.02 -0.13 1.888 0.046624 0.05 0.01 1.995
July 203 -0.13 1.9 0.046821 005 0.01 2.007
August 2.04 0.13 1.912 0.047217 0.05 0.01 2.019
September 2.06 -0.13 1.925 0.047538 005 0.01 2.033
October 2.1 - -0.13 1.98 0.048896 005 0.01. 2.089
November 225 -0.13 2,122 0.052403 005 0.01 2.234
December 2.40 -0.13 2.275 0.056181 005 00 2.391
2000 Strip Price EstBasis WNG Fuel Transport ACA/GRI LDC Bumer Tip

- January 2.46 0.13 2.335 0.057663 0.06 0.01 _ 2453
February 2.36 -0.13 223 0.055070 0.05 0.01 2.345
March . 2.25 0.13 212 0.052354 0.05 0.01 2.232
April 2.17 -0.13 2.04 0.050378 0.05 0.01 : 2150
May 2.14 -0.13 2.01 0.049637 0.05 0.01 2.120
June 2.14 -0.13 2.007 0.049563 0.05 0.01 2117
July 214 -0.13 2014 0.049738 0.05 0.01 2.124
August 2.15 -0.13 2.021 0.049909 0.05 0.01 : 2131
September 2.15 -0.13 2.025 0.050008 0.05 0.01 2135
October 2.18 -0.13 2.055 0.050749 0.05 0.01 ) 2.166
November 2.32 -0.13 2.188 0.054033 0.05 0.0 2,302
December 2.46 -0.13 2.333 0.057614 0.05 0.01 2.451
SCHEDULE FAD-22
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"Look Date” 1-Dec-98
RG3 Gas Commodity Cost

1999 Strip Price EstBasis WNG Fuel Transport ACAI/GRI LDC Burner Tip

January 1.99 0.13 - 1.858 0.045884 025 oM : .2.164
February 202 - 013 1.885 0.04655 - 025 0.0 2.192
March 2.01 0.13 1.88 0.046427 g.25 0.01 2.186
April 2.00 0.13 1.87 0.04618 025 0.01 2.176
May 2.02 -0.13 1.885 0.04655 025 0.01 2.192
June : 2.02 -0.13 1.888 0.045624 025 0.01 : 2.195
July 2.03 -0.13 1.9 0.046921 025 0.01 2.207
August 2.04 013 1.912 0.047217 025 0.01 2.219
September 2.06 -0.13 1.925 0.047538 026 0.01 2.233
‘October : 2.1 -0.13 1.98 0.048886 025 0.01 2.289
November 2.25 -0.13 2.122 0.052403 025 0.01 2.434
December 2.40 -0.13 2.275 0.056181 025 0.01 2.5%1

2000 Strip Price  Est Basiss WNG Fuel Transport ACA/GRI LDC Burner Tip
January 2.46 013 2.335 0.057663 0.25 0.01 2653
February 2.36 -0.13 2.23 0.055070 0.25 0.01 2.545
March 2.25 -0.13 2.12 0.052354 0.25 0.01 . 2432
April © 217 0.13 2.04 0.050378 0.25 0.01 2.350
May 2.14 -0.13 2.01 0.049637 0.25 0.01 2.320
June 2.14 -0.13 2.007 0.049563 0.25 0.1 2317
Juiy 2.14 -0.13 2.014 0.049736 0.25 0.01 2324
August 2.15 0.13 2.021 0.049809 0.25 0.01 2.331
September 215 -0.13 2.025 0.050008 0.25 0.01 2.335
October 2.18 -0.13 2.055 0.050749 0.25 0.01 2.366
November 2.32 -0.13 2.188 0.054033 0.25 0.01 2.502
December 2.46 -0.13 2.333 0.057614 0.25 0.01 2651

SCHEDULE FAD-22
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"Lock Date”

1998
January
February
March
April
May
June
July
August
September
October
November
December

2000 -
January
February
March
April
May
June
July
August
September
QOctober
November
December

1-Dec-98

Strip Price
1.99
2.02
2.01
2.00

2.02.

2.Q2
2.03
2.04
2.06
2N
2.25
2.40

Strip Price
2.46
2.36

. 228
2.17
2.14
2.14
2.14
2.15
2.15
2.18
2.32
248

KCl Gas Commodity Cost
Est Basis WNG Fuel Transport
013 ' 1.858 0.045884 0.25
-0.13 1.885 0.04855 0.25
-0.13 1.88 0.046427 025
-0.13 1.87 0.04618 0.25
-0.13 1.885 0.04655 0.25
-0.13 1.888 0.046624 0.25
-0.13 1.9 0.046921 0.25
-0.13 1.912 0.047217 0.25
-0.13 1.925 0.047538 0.25
-0.13 1.98 0.048896 025
-0.13 2.122 0.052403 0.25
-0.13 2.275 0.056181 025
Est Basis WNG Fuel Transport
013 2.335 0.057663 0.25
-0.13 2.23 0.055070 0.25
0.13 2.12 0.052354 0.25
-0.13 2.04 0.050378 0.25
-0.13 2.01 0.049637 0.25
-0.13 2.007 0.048563 0.25
-0.13 2.014 0.049738 0.25
-0.13 2.021 0.049909 0.25
-0.13 2.025 0.050008 0.25
£.13 2.055 0.050749 0.25
-0.13 2.188 0.054033 0.25
0.13 2.333 0.057614 0.25

ACAIGRI!
0.01
0.01
0.01
o0
0.01
0.01
0.0
0.01
0.01
0.01
0.01
0.01

ACA/GRI
0.1
0.01
0.01
0.01
D.01
0.01
0.01
0.01
0.01
0.01
0.01
0.01

LbC
0.15
0.15
0.15
0.15
0.15
0.15
0.15
0.15
0.15
0.15
0.15
0.15

LDC
0.15
0.15
0.15

- 0.15
0.15
0.15
0.15
0.15
0.15
0.15
0.15
0.15

Burner Tip
2314
2.342
2,336
2.326
2.342
2345
2.357
2.369
2.383
2,438
2.584
2.741

Burner Tip
2.803
2.695
2.582
2.500
2.470
2.467
2.474
2.481
2.485
2.516
2.652
2.801

SCHEDULE FAD-22
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"Look Date" 1-Dec-98 '
Pleasant Hill Gas Commodity Cost

1998 Strip Price EstBasis WNG Fuel - Transport ACA/GRI LDC Burner Tip

January 1.99 -0.13 1.858 0.045884 0.05 001 1.964
February 2.02 -0.13 1.885 0.04655 005 001 1.982
March 2.01 -0.13 1.88 0.046427 0.05 0.01 1.986
April 200  -0.13 1.87 0.04618 0.05 001 1.976
May : 2.02 -0.13 1.885 0.04655 0.05 0.01 _ 1.992
June 2.02 -0.13 1.888 0.046624 0.05 001 1.995
July 2,03 -0.13 1.9 0.046921 0605 o0 2.007
August 2,04 -0.13 - 1912 0.047217 005 0.01 2018
September 2.06 -0.13 1.925 0.047538 0.05 0.01 2.033
October 211 0413 1.98 0.048896 0.05 0.01 2.089
November 2.25 -0.13 2.122 0.052403 0.05 001 2234
December 240 -0.13 2.275 0.056181 0.05 001 2.3

2000 - Strip Price EstBasis WNG Fuel Transport ACA/GRI LDC Bumer Tip
January 2.46 -0.13 2.335 0.057663 Q.05 0.01 2453
February 2.36 . -0.13 2.23 0.055070 0.05 0.01 , 2.345
March 2.25 -0.13 2.12 0.052354 0.05 0.01 2232
April 217 -0.13 2.04° 0.050378 0.05 0.01 2.150
May 2.14 -0.13 2.01 - 0.049637 0.05 0.0t ' 2.120
June 2.14 -0.13 2.007 0.048563 0.05 0.01 2117
July 2.14 -0.13 2.014 0.049736 0.05 0.01 2124
August 215 -0.13 2.021 0.049909 © 0.05 0.01 : 2131
September 2.15 -0.13 2.025 0.050008 0.05 001 - 2135
October 2.18 -0.13 2.055 0.050749 0.05 0.01 21686
November 2.32 -0.143 2.188 0.054033 0.05 0.01 2.302
December 2.46 -0.13 2.333 0.057614 - 0.05 0.01 2.451

SCHEDULE FAD-22
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Firm Gas Reservation Cost

Merchant Energy Partners Proposal ‘

MMBtu Required
MW Heat Rate Hours/Day MMBtu/day

April - Sept 500 7.041 24 84,492
Oct - March 200 7,356 ‘ 24 35,308
Annual Gas Reservation Cost
$/Dthrm/Mo MMBtu/day ‘Months Cost
April - Sept $ 9.56 84,492 6 $4,845,461
Oct-March $ 9.56 35,309 6 $2025313
Annual Cost $6,871,774
Houston industries Proposal
MMBtu Required
MW Heat Rate Hours/Day MMBBtuwday
June - Sept 500 10,600 . 24 127,200
Oct - May 200 10,600 24 50,880
Annual Gas Reservation Cost
$/Dthrm/Mo MMBtu/day Months Cost
June - Sept § 9.58 127,200 4 34,854,128
Oct-May $ 9.568 50,880 8 $3,891,302
Annual Cost $8,755,430
SCHEDULE FAD-22
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CASE 4 Gas Reservation Cost o

Gas Usage - 350 MW

MMBtu Required

Max Day Max Mo: Avg Mo.

April - Sept ; 59,500 1,920,000 1,511,000

Oct - March 35,000 1,000,000 910,000

$/Dthrm/Mo.

April-Sept $ - 956 § 2,275,280
Oct-March $ 9.56 $ 2,676,800
Annual Cost $ 4,952,080
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Missouri rower Supply
Bid Comparison
6/1/2001 - 5/31/2005

$x1,000
Without Off System Sales With Off System Sales
NPY | NPV
from> Jun-01  Jun-02  Jun-03 Jun-04  Jun-01 ’ From>  Jun-01  Jun-02 Jun-03 Jun-04  Jun-G1
To> May-02 May-03 May-04 May-05 May-05 To> May-02 May-03 May-04 May-05 May-05
2.5% Gas & Base Mkt . 2.5% Gas & Base Mkt
Merchart Energy Pariners 130,139 136,974 145552 155,784 467,982 Merchant Energy Partners 120,645 129426 139,021 149,469 442894
Houston Industries 129,268 136,062 146,002 ‘i56,282 457 117 Houston Industries 124,080 131,802 142643 152,006 453535
1.0% Gas & Low Mkt 1.0% Gas & Low Mkt
Merchant Energy Partners 128,260 135,234 143250 152399 460,435 Merchant Energy Pariners 121,756 130,149 138,758 147,996 443,252
Houston Industries 127,253 133,600 142,937 152,552 457,966 _ Houston Industries 123,961 130,875 140,731 150,202 449,103
4.0% Gas & High Mkt 4.0% Gas & High Mkt '
Merchart Energy Parners 131,883 13B,309 147493 158,865 474,546 Merchant Energy Parners 118,753 127,684 138,296 150,342 439,794
Houston Industries 130,628 137,939 148474 159645 474,420 Houston Industries 122,910 131,846 143694 155,201 454,088
2.5% Gas & High Mkt 2.5% Gas & High Mkt
Merchant Energy Partners 131,776 137,712 146524 157171 4719822 Merchant Energy Partners 118,229 126,618 136,691 147955 435458
Houston Industries 130,664 137,748 147.939' 158,619 473,111 Houston Industries 123,962 . 1:_.’-0.754 141,206 150,808 449,893
2.5% Gas & Low Mkt 2.5% Gas & Low Mkt
Merchant Energy Parirers 128,367 135,505 143,943 153526 462,145 Merchant Energy Partners 121,984 130,778 139,942 149,787 446,258
Houston (ndustries 127,291 133,780 143329 152,976 458,778 Houston tndustries 124,051 131,191 141367 150,981 450,535
2.5% Gas & No Mkt
Merchant Energy Partners 130,103 141,427 149751 160,010 486,539
o v Houston Industries 138,678 146,827 157,098 167,034 501,771
o
]
il % 1.0% Gas & No Mkt
Ao S Merchant Energy Partners 138,871 140,652 148,138 157210 482,321
o .
mm Houston Industries 138,496 148,933 155,469 164,100 497,558
B
7 4.0% Gas & No Mkt
N Merchant Energy Partners 139,332 142222 151,320 162.B16 490,742
Houston Industries 138,862 147,528 158,359 169,102 505,063

Revised: March 1, 1938




Merchant Energy Partners Contract
Annual Ownership and Operating Cost

From>
To>

Aqulla Capacity Payment

‘MEP Capacity Payment

SEC Capacity Payment

Union Electric Capacity Payment
Long Term Peaking Capacity Cost
Short Term Peaking Capacity Cost
Gas Reservation Cost

Total Fixed Costs

Without Off Systemn Sales
Mwh & w/ 2.5% Gas & Base Mkt
Total Cost

MWh $ wr 1.0% Gas & Low Mk

Total Cost

MWh § w/ 4.0% Gas & High Mkt
Total Cost

Mwh $ wf 2.5% Gas & High Mit
Total Cost

MWh $ w/ 2.5% Gas & Low Mkt
Total Cost

MWh $ w/ 2.5% Gas & No Mkt
Total Cost

Mwh $ w/ 1.0% Gas & No Mkt

Total Cost

MWh § w/ 4.0% Gas & No Mkt

Total Cost

With Off System Sales

MWh S w/ 2.5% Gas & Mkt

Total Cost

MWh § wi 1.0% Gas & Mkt

Total Cost!

MWh § w/ 4.0% Gas & Mkt

Total Cost

MWh $ wi 2.5% Gas & High Mkt
Total Cost

MWh § w/ 2.5% Gas & Low Mkt
Total Cost

$x1,000

Jun-01-
May-02

17,696
6,693

6,872

31,261

58,878
130,139

96,999
128,260

100,622
131,883

100,516
131,776

97,108
128,367

- 107,842
139,103

107,610
138,871

108,071
139,332

89,384
120,645

90,497
121,758

87,492
118,753

88,968
118,229

90,723
121,984

Jun-02
May-03

27,660

6,872

34,532

102,442
136,974

100,702
135,234

103,777
138,309

103,180
137,712

100,973
135,505

106,885
141,427

106,120
140,652

107,631
142,222

94,885
129,426

85817

130,149

93,153
127,684

92,286
126,818,

96,245
130,778

Jun-03
May-04

27,660 -

2,837
6.872

37,368

108,184

145,552

105,882
143,250

110,124
147,493

104,156
146,524

106,574

143,943

112,383
149,751

110,770
148,138

113,852
151,320

101,653
139,021

101,380
138,758

101,027
138,396

98,323
136,631

102,574
138,942

Jun-04
May-05

27,660

6,397
6,872

40,929

114,856
155,784

111,470
152,398

117,936
158,865

116,243
157171

112,598
153,526

119,082
160,010

116,281
157,210

121,889
162,818

108,541
149,469

167,067
147,986

109,414
150,342

107,026
147,955

108,858
149,787

Revise: March 1, 1999
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Houston Industries Contract
Annual Ownership and Operating Cost
$x1,000

From> Jun-01 Jun-02 Jun-03 Jun-04
To> May-02 May-03 May-04 May-05

Houston Capacdity Payment 23,576 23,576 23,576 23,576
Aguila Capacity Payment

SEC Capacity Payment
Union Electric Capacity Payment
Long Term Peaking Capacity Cost )
Shert Term Peaking Capacity Cost 2,837 6,397
Gas Reservation Cost 8,755 8,755 8,755 8,755

Total Fixed Costs 32,331 32,331 35168 38728

Without Off System Sales
MWh $ w/ 2.5% Gas & Base Mkt 96,937 103,731 110,834 117,554

Total Cost 129,268 136,062 148,002 156,282

MWh $ w/ 1.0% Gas & Low Mkt 94,922 101,268 107,769 113,824
Total Cost 127,253 133,600 142,937 152,552

MWh § wi 4.0% Gas & Low Mkt 98,296 105,608 113,306 - 120917
Total Cost 130,628 137,939 148,474 159,645

Mwh § w/ 2.5% Gas & High Mkt 98,333 105,417 12,7714 119,81
Total Cost 130,664 137,748 147,939 158,619

MWh $ wi 2.5% Gas & Low Mkt 94,960 101,449 108,161 114,248
Total Cost 127,291 133,780 143,329 152,976

MWh § w/ 2.5% Gas & No Mkt~ 106,347 114,496 121,930 128,306
Total Cost 138,678 146,827 157,098 167,034

MWh 8w/ 1.0% Gas & No Mkt 106,165 13,801 120,301 125,372
Total Cost 138,496 146,133 155,469 164,100

MWh § w/ 4.0% Gas & No Mkt~ 106,530 115,197 123,191 130,374
Tota! Cost 138,862 147,528 158,359 169,102

With Off System Sales
MWh § w/ 2.5% CGas & Base Mkt 91,748 99,470 107,475 114,208
Total Cost - 124,080 131,802 142,643 152,938

MWh § wf 1.0% Gas & Low Mkt 91,630 98,544 105,563 111,474
Total Cost 123,961 130,875 140,731 150,202

MWh § w/ 4.0% Gas & Low Mkt 90,579 99,514 108,525 116,473
TotalCost 122910 131,846 143,694 155,201

MWh § w/ 2.5% Gas & High Mkt 81,630 96,423 106,128 112,079
Total Cost 123,962 130,754 141,296 150,808

MWh & w/ 2.5% Gas & Low Mkt 91,720 98,859 106,199 112,263
Totat Cost 124,051 131,19 141,367 150,981
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CASE 4
Annual Ownership and Operating Cost
$x1,000

.r“".—»,'
. >,

' NPV
From> Jun-01 Jun-02 Jun-03 Jun-04 Jun-(1
To> May-02 May-03 May-04 May-05 May-05

Aquila Capacity Payment

CPA&L Capacity Payment 9,957 10,205 10,454 10.454

NP Energy Capacity Payment 5,100 5228 5,358 5492
SCEM Capacity Payment 5,576 5,680 5,786 5,897
SPS Capacity Payment 11,968 12,227 12,227 12,227

Union Electric Capacity Payment

Long Term Peaking Capacity Cost 9,479
Short Term Peaking Capacity Cost : 2,214 5,673 582
' Gas Reservation Cost 4,952 4,952 4,952 7,074

Total Fixed Costs 37,553 40,505 44,451 51,204

Without Off System Sales )
MWh § w/Base Gas & Mkt 106,844 112,586 118,805 120,584

Total Cost 144,397 153,091 163,055 171,788 - 520,660

Mwnh $ w/Low Gas & Mkt 105,802 110,79 116,112 116,197
Total Cost 143,355 151,297 160,562 167,401 512,953

MWh $ w/ High Gas & Mkt 107,848 114,088 120,889 124,837
Total Cost 145,401 154,593 165,340 176,041 527,817

With Off System Sales :
MWh § w/Base Gas & Mkt 87,261 103,856 110,773 120,012
Total Cost 134,814 144,361 155,224 171,216 497,665

MWh 3§ wiLow Gas & Mkt 99,833 105,103 110,875 115,996
Total Cost 137,086 145,609 155,326 167,200 497,967

MWh $ w! High Gas & Mkt 94,034 101,772 109,574 123,976
Total Cost 131,587 142,277 154,024 175,180 494,851
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1. EXECUTIVE SUMMARY

On August 24, 1998, Missouri Public Service (MPS) presented its Preliminary
Energy Supply Plan for 1998 - 2003. At that time, the recommended action plan
consisted of the following three steps:
« Negotiate extensions of the existing lease agreements on the Nevada
and Greenwood combustion turbines; '
e Secure short term capacity to meet MPS’ capacity needs through 2000;
and,
e Pursue the construction of a 500 MW combined cycle unit with an in
service date of June 1, 2001.

. Since the presentation of its Preliminary Action Plan last August, MPS has pursued
all three elements of its action plan with the following resuits:

o Successfully negotiated the purchase of the Nevada combustion turbine

~ from the lease holder for $1.8 million ($80.00/kw).

» Executed a purchase power contract for 135 MW of short term peaking
capacity contract with Aquila Energy Marketing Corporation (AEMC) for
the year 2000 summer season. This contract has been filed with the
Federal Energy Regulatory Commission (FERC) for its approval.

« Secured a flexihle option to purchase additional peaking capacity for the
summer seasons of 2000 and 2001. The flexibility of the option will
‘enable MPS to optimize its purchase of capacity to meet a range of

~capacity needs in both years. This contract has not yet been executed.

» Executed a contract with MEP Pleasant Hill, LLC (MEP) for the purchase
of up to 500 MW of intermediate capacity for the period from June, 2001
to May, 2005. This contract has been filed with the Missouri Public
Service Commission (MPSC) for its approval. Upon approval of the
contract by the MPSC, the contract will be submitted to the FERC for its

approval.

In addition, MPS has budgeted and is pursuing the capacity enhancements to its
existing fleet of generating units that were presented in the Preliminary Energy
Supply Plan. A review of these enhancements and the projected completion date

for each one is discussed in Section 2.3.

The remainder of this update will focus on the following areas:
+« |oad & Resource Forecast
o (Generation Resources
» Purchase Power Resources

1 SCHEDULE FAD-23
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2. LOAD & RESOUCE FORECAST

MPS updated its base, pessimistic and optimistic load forecasts earlier this year.
As a result, revised load & resources forecasts for each load forecast have been

prepared. The projected loads & resources forecasts are shown in Table 2.1, 2.2,
and 2.3 for the respective load forecasts.

The two purchase power contracts, the purchase option and the capacity
enhancements listed in the executive summary are all included in the projected
energy supply portfolio. Note that the capacity option atiows MPS to match its
capacity purchase to the forecast capacity needs under each of the three load
forecast scenarias for the years 2000 and 2001.

2 SCHEDULE FAD-23
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Table 2.1: Load & Resources Forecast for Base Load Forecast

Forecast Year 1898 1909 2006 2001t 2002 2003 2004 2005 20086 2007 2008
Pro d Firm Lo 1,197 1,202 1,229 1.258 1,288 1,320 1.350 1,385 1.419 1,445 1,472
Load Responsibility 1,187 1,202 -1.229 1,258 1,286 1,320 1,350 1,385 $.419 1,445 1,472
Capacily Reserves @ 12% 163 164 168 172 175 180 184 189 194 197 201
YotalCapaclty Regquirement 1,360 1,368 1,387 1,430 1,461 1,499 1,534 1,674 1,813 1,643 1,673
Generatlon Respurces
Sibley #1 54 54 54 54 54 54 54 54 54 54 54
Sibley #2 54 54 54 54 54 54 54 54 54 54 54
Sibley #3 395 355 35 410 4190 410 410 410 410 410 410
JEC #1 57 57 57 57 57 57 57 57 57 57 57
JEC #2 57 57 57 57 57 57 57 57 57 57 57
JEC #3 58 58 58 58 58 58 58 58 58 58 58
RG #3 74 74 T4 T4 T4 74 74 T4 T4 74 74
GW #1 62 62 57 87 67 87 87 67 67 67 67
GW #2 62 62 87 87 67 67 67 87 67 87 67
GW #3 62 B2 67 67 -¥4 67 67 67 67 B7 67
GwW #4 81 61 87 67 67 67 87 87 67 a7 67
Nevada 20 20 20 20 20 20 20 20 20 20 20
. KCl#1 15 15 tB 18 18 18 18 18 18 18 18
KCi#z 18 18 16 18 18 18 18 18 18 18 18
Jotal Generation 1,047 1,047 1.070 1,085 1,085 1,085 1,085 1.085 1.085 1,085 1,085
[+ city Purchasgs
AECI 180 190
KCPL 60 90
UE 115
OPTION 95 25
AEMC 135
MEP 320 500 500 500
1989 RFP 50 100
Jota| Purchase 335 330 330 345 500 . 500 500 0 1] [} o
Jotal Generation + Capacliy 1,382 1,377 1.400 1.4;30 1,585 1,585 1,585 1.085 1.085 1,085 1,085
Purchase :
Net Capacity Balance 22 11 3 1 124 88 51 (488) {527} (557) (588)
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Table 2.2. Load & Resources Forecast for Optimistic Load Forecast

Fore Year 1998 1889 2800 2001 2002 2003 2004 2005 2006 2007 2008
Projected Firm foad 1,197 1,208 1,243 1,279 1,315 1,357 1,398 1,441 1,454 1.523 1.561
Load Responsibility 1,197 1,209 1,243 1,279 1,315 1,357 1,386 1,441 1,484 1.523 1,561
Capacily Reserves @ 12% 163 185 170 174 179 185 190 197 202 208 213
Tatal clty R lremen 1,380 1,374 1,413 1,453 1,494 1,542 1,587 1,638 1,687 1,731 1,774
Generation Respurces ) .

Sibley #1 54 54 54 .54 54 54 54 54 54 54 54
Sibley #2 54 54 54 54 54 54 54 54 54 54 54
Sibley #3 g5 3gs 395 410 410 410 410 410 410 410 410
JEC #1 57 57 57 57 57 57 57 57 57 57 57
JEC #2 57 57 57 57 57 57 57 57 57 57 57
JEC #3 58 58 58 58 58 58 5B 58 58 58 58
RG #3 74 74 T4 74 74 74. 74 74 74 74 74
GW 1 82 62 67 67 87 67 67 87 67 87 87
GW #2 62 62 67 - 67 67 67 67 67 - &7 67 67
| GW #3 62 62 87 87 87 67 67 87 67 67 &7
GW #4 81 61 87 67 67 67 67 67 67 87 87
Nevada 20 20 20 20 20 20 20 20 20 20 20
. KCI#1 15 15 18 18 18 18 18 18 18 18 18
KCL#2 18 18 18 18 18 18 16 18 18 18 18
Total Generallon 1,047 1.047 1,070 1,085 1,085 1,085 1,085 1,085 1,085 1,085 1,085
C PU
: AECI 160 190
KCPL 60 80
UE 115
OPTION 110 50
AEMC 135
MEP 320 500 500 500
1999 RFP 50 100
Jotal Purchage 335 330 345 aro 500 500 500 0. Q 0 0
I I Generation + Capacgl 1,382 1,377 1,415 1,455 1,585 1,585 1,585 1,085 1,085 1,085 1,085
Purchase
Net Capagily Balanc 22 3 2 2 91 43 {1} (552) (601} (645) {689}
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Table 2.3: Load & Resources Forecast for Pessimistic Load Forecast

Forecast Yea - 1968 1999 2000 2001 2002 2003 2004 2005 2008 2007 2008
Projected Firm Load 1,187 1,195 1,217 1,238 1,259 1,286 1,307 1,335 1,358 1,375 1,380
Load Responsibility 1,187 1,195 1.217 1,239 1.259 1,286 1,307 1,335 1,358 1,375 1,390
Capacily Reserves @ 12% . 163 163 166 169 172 175 178 182 165 188 180
\ 1 re 1,350 1,358 1,383 1,408 1.431 1,481 1,485 1,517 1,545 1,563 1,580
Generatlon Resources
Sibley #1 54 54 54 54 54 54 54 54 54 54 54
Sibley #2 54 54 54 54 54 54 54 54 54 54 54
Sibley #3 19§ 395 395 410 410 410 410 410 410 410 410
JEC #1 57 ST 57 57 57 57 57 57 57 57 57
JEC #2 57 57 57 57 57 57 57 57 57 57 57
JEC #3 58 58 58 58 58 58 58 58 58 58 58
RG #3 74 74 74 74 74 74. 74 74 74 74 74
oW a1 82 62 67 87 67 67 67 67 67 67 67
GW #2 62 62 67 67 87 87 87 67 67 67 67
GW #3 62 62 6?7 87 67 87 67 67 67 67 67
GW #4 61 61 67 67 87 67 67 67 67 67 67
Nevada 20 20 20, 20 20 20 20 20 20 20 20
. KCHI#Y 15 15 18 18 18 18 18 18 18 18 18
Kcl®#2 . 18 18 18 18 18 18 18 18 18 18 18
Total Generall 1,047 1,047 1,070 - 1,085 1,085 1,085 1,085 1,085 1,085 1,085 1,085
Ca Ity purchases
_ AECI 160 180
KCPL 50 a0
UE 115
OPTION a0 5
AEMC 125
MEP 320 500 500 500
19989 RFP 50 100
Total Purchase 335 330 315 226 500 500 500 o Q 8 o
Totai Genecation + Capagity +,382  4,3TT 1,385 1,410 1,585 1,585 1,585 1,085 1,085  1.085 1,085
Burchase '
Mei Capaclty Balance 22 . 18 2 3 155 124 100 {431) (459) (479) (494)
et e R e Y R n s




3. GENERATION RESOURCES

3.1 Overview

During 1898, UtiliCorp’s Missouri Public Service (MPS) electric supply portfolio
consisted of fourteen generating units with an accredited capacity of 1,047 MW and
three purchase power contracts representing a total purchase capacity of 345 MW,
Actual system coincident peak load was 1,197 MW in July. Actual system load
~ factor was 47%, based on net energy for load of 4,657 936 MWh dispatched. The
MPS capacity mix was 36% peaking capacity and 64% base load capacity. MPS'
single largest generating unit is the coal-fired Sibley Unit 3, which has a net rated
capacity of 395 MW. MPS' other coal-fired resources include its 171 MW
ownership in the Jeffery Energy Center and 107 MW in Sibley units #1 & #2.. MPS
also owns 127 MW of peaking capacity and leases an additional 247 MW of

peaking capacity. '

Due to the increasing shortage of generating capacity and the associated price
escalation for existing surplus and/or new capacity resources, MPS plans to
continue to operate and maintain its present fleet of generating assets through the

first decade of the next century.

3.2 1999 Maintenance Plan:

At the Sibley Station, turbine overhauls are scheduled to be performéd on Units #1
& #2. Siemens Westinghouse has been contracted to manage the turbine

overhauls for both units. :

Overhaul work on Sibley Unit #2 has been completed with needed repairs made in

. the following areas: diaphragms, blade erosion, bearing clearances, alignment, etc.
tn addition to the turbine work, new condenser tubes were installed and other

routine boiler maintenance performed. General Electric provided engineering

support for the project.

The turbine overhaul for Sibley Unit #1 is currently in progress. This work will be
routine in nature as the steam turbine internal parts were refurbished during

previous overhauls.

A routine spring maintenance outage will be performed on Sibley Unit #3 (currently
scheduled for the period April 10™ - 30™)following the turbine overhauls on units #1
& #2. Work will focus on routine boiler repairs in the burner area. In addition, NOx
reduction equipment will be installed and-minor turbine valve work performed.

JEC #1 spring outage is currently in progress and will be completed by the end of
- March. During the outage, the economizer section of the boiler was replaced. New

combustion controls and turbine controfs were also instailed.

6 , SCHEDULE FAD-23
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The spring outage for JEC #2 will begin at the end of March and will be completed
in early May. During the outage the economizer section of the boiler, the air heater
baskets and the turbine controis will be replaced. The combustion controls wili also

be upraded.

The sping outage for JEC #3 will begin at the end of the JEC #2 outage and will last
one week. Only routine maintenance will be performed.

Routine maintenance will be performed on all combustion turbine units. In addition
to routine maintenance, a combustor inspection was compieted on GW #3 and a
fuel nozzle and combustor liner inspection was completed on RG #3.

3.3 Power Plant Improvements

The following specific equipment medifications to existing MPS generating
resources have been identified and included in its supply plan.

A. New High Flow Inlet Guide Vanes - Greenwoaod (8 MW)

Combustion turbine inlet guide vanes (iGVs) act as air flow dampers during
startup and low load operation. This necessary feature for low load
operation can penalize full load output by restricting inlet air flow. IGVs are
an-item typically requiring replacement due to fatigue. Using new alloys,
thinner IGVs can replace the originals and provide greater air flow at high
output and with it higher capacity. These modifications have the advantages
of not impacting O&M, emissions rates, or operating procedures. This
upgrade wiil be completed prior to the summer peak in 2000.

B. Water Injection - Greenwgod (12 MW)

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.
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.
This upgrade will be completed prior to the summer peak in 2000.

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

The jet engines at Kansas City International (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 include no impacts to O&M, operating

7 SCHEDULE FAD-23
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procedures, or emissions rates. This upgrade will be completed prior to the
summer peak in 2000.

D. Boiler/Turbine Upgrade - Sibley (15 MW)

The turbine manufacturer, Westinghouse, and the boiler manufacturer
Babcock & Wilcax, have indicated that additional capacity is available
through modifications to the steam turbine and boiler; including some plant
auxiliaries. This upgrade is planned for 2000/2001 with the increased

capacity available for the 2001 peak season.

3.4 Combustion Turbine Lease Renewal
MPS currently leases the four Greenwood combustion turbines.

Prior to this year, MPS also leased the Nevada combustion turbine. Using the
action plan outlined below, MPS negotiated with the current lease holder who no
longer wished to own the unit and was able to purchase the unit for $1.5 million

plus overheads.

The following table shows the unit, capacity and current lease termination date for
the Greenwood units.

- Table 3.4-1 Leased Combustion Turbine Data

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

MPS is pursuing the following plan of action to determine whether it should renew
the leases, terminate the leases or purchase the units.

o 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 has 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 in which MPS will offer the following options to the lease holders:

1) Purchase the units at a price that is equivalent 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 market value

8 SCHEDULE FAD-23
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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 plan.

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

| Complete Nevada Negotiations | December 1, 1998

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

4, PURCHASED POWER RESOURCES

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

The first contract is with Associated Electric Cooperative (AEC). Capacity and
energy are purchased under an agreement executed in 1887, and amended in
1988, 1989 and 1994. The AEC purchase contract expires on May 31, 2000 at
which time the contract capacity amount totais 180 MW.

The second 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 totais

90 MW.

MPS also had a contract with Union Electric (UE) to purchase 115 MW of capacity
and energy. That agreement was terminated on February 28 of this year. MPS is
currently evaluating proposals to replace the capacity and expects to execute a
contract by the end of March. The "Unmet Need” shown for 1999 & 2000 in Table
4.1 reflect the shortfall created by the termination of the UE contract.

In addition to the above contracts, MPS has executed two additional contracts to
supply capacity and energy beginning in 2000. The first contract is with Aquila
Energy Marketing Corporation (AEMC) which will provide 135 MW of peaking
capacity and energy in the summer of 2000. The second contract is with MEP
Pleasant Hill, LLC (MEP) which will provide 320 MW of peaking capacity in 2001
and 500 MW of intermediate capacity and energy in the years 2002 - 2004,

9 : SCHEDULE FAD-23
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Finally, MPS has an option to purchase peaking capacity and energy from a
regional utility in 2000 & 2001. The purchase amount is flexible and will be .

adjusted to meet MPS' capacity needs.

The following table summarizes the external power supply arrangements discussed
above as well as the current unmet capacity needs of MPS.

Table 4-1; MPS Purchase Power Contracts

Year UE AEC KCPL | Option | AEMC MEP Total Unmet

(June 1} Contract | Contract | Contract [Resource| Contract | Contract | (MW) Need
(MW | (MW) | (MW) L (MW) | (MW ] (MW) (MW)

1998 115 170 60 345

1999 190 90 280 .50

2000 80/110 135 215/245 100

2001 5/50 320 325/370

2002 500 500

2003 500 500

2004 500 500

10 SCHEDULE FAD-23 °
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KEGEIPT Copy

BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF MISSOURI F I L E D

In the Matter of the Application of ) MAR -1 1999
UtiliCorp United Inc. under §32(k) of )
the Public Utilities Holding Company }
Act of 1935 Concemning a Proposed )
Power Sales Agreement Between ) Case No.
MEP Pleasant Hill, L.L.C. and ) €40 - 36
UtiliCorp United Inc. d/b/a Missouri )
Public Service. )
APPLICATION

COMES NOW UtiliCorp United Inc. ("UtiliCorp"),'d/b/a Missouri Public Service ("MPS"),
pursuant to §32(k) of the Public Utility Holding Company Act of 1935 ("PUHCA"), 4 CSR 240-
2.060(1) and 4 CSR 240-2.080 and in support of its Application to the Missouri Public Service
Commission .("Commission") for an order with respect to a Power Sales Agreement {"PSA")
between UtiliCorp and MEP .Pleasant Hill, L.L.C. ("MEPPH"™), states as follows:

1. UtiliCorp is a Delaware corporation, in good standing in all respects, ﬁth its principal
office and place of business at iO ‘West Ninth, Kansas City, Missouri 64105. UtiliCorp is authorized
to conduct business in Missouri through its MPS operating division and, as such, is engaged in
providing elecﬁical and natural gas utility service in its service areas subject to the jurisdiction of
this Commission as provided by law. UtiliCorp’s Certificate of Ir_xcorporation and Amended
Certificate of Authority of a Foreign Corporation have been filed in Commission Case No, EM-87-6
and said documents are incorporated herein by reference, collectively, as Appendix 1 hereto, and
made a part hereof for all purposes. |

2. MEPPH is a limited liability company organized under and by virtue of the laws of the

State of Delaware, in good standing in all respects, with its principal office and place of business at
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10750 350 Highway, Kansas City, Missouri 64138, A certified copy of MEPPH’s Certificate of
Registration to transact business in the State of Missouri is attached hereto as Appendix 2, and made

a part hereof for all purposes. MEPPH is a subsidiary of UtiliCorp.

3. All communications, notices, orders and decisions with respect to this Application and

proceeding should be addressed to:

Gary Clemens .

Manager Regulatory Service.

UtiliCorp United Inc.

10700 E. 350 Highway

Kansas City, MO 64138

(816) 936-8634

James C. Swearengen

Paul A. Boudreau

Brydon, Swearengen & England P.C.

312 E. Capitol Avenue _

P.O. Box 456

Jefferson City, MO 65102-0456

(573) 635-7166

4. In connection with its Missouri jurisdictional electrical operations which it conducts

through MPS, UtiliCorp has entered into certain contracts pursuant to which it purchases wholesale
electric power. Specifically, UtiliCorp has contracted with Union Electric Company (now
AmerenUE) for 115 megawatts of capacity and with Associated Electric Cooperative for 190
megawatts of capacity. In addition, UtiliCorp has contracted with Kansas City Power & Light
Company for 90 megawatts of capacity. These contracts, which collectively represent 395
megawatts of capacity, will, by their terms, expire over a period of the next 26 months.

5. Accordingly, UtiliCorp will be required to have in place other capacity to meet its

projected needs by the year 2000. To accomplish this, UtiliCorp has entered into a competitive
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bidding process pursuant to which it 1ssued a Request for Proposal ("RFP") on May 22, 1998, for
both annual and seasonal purchased power capacity. A copy of the RFP is attached hereto as
Appendix 3 and made a part hereof for all purposes. This RFP was forwarded to Staff and the Office
of the Public Counsel ("OPC") for comment under integrated resource plan (“IkP") format on
August 24, 1998.

6. The eight (8) p_roposals received in response to the REP were apened on July 6', 1998, and
were thereafter subjected to an internal review and evaluation by UtiliCorp and an independent third-
party review and evaluation by the engineering consulting firm of Burns & McDonnell. These
proposals were also forwarded to Staff and OPC under the IRP on August 24, 1998. The reviews
and evaluations were provided to Staff and OPC on February 8, 1999. The objective of these
evaluations was to determine the power supply option, or combinatien of options, which, when
combined with UtiliCorp’s existing resources, would result in the lowest total cost of power supply
during the period of June 1, 2001, to May 31, 2005. | |

7. UtiliCorp has determined the successful (i.e., lowest cost) proposal to be the bid submitted
by MEPPH. Accordingly, UtiliCorp has negotiated with MEPPH the terms of a PSA which will
provide for 320 to 500 megawatts of capacity over a four (4) ye.;ir term commencing June 1, 2001.
Copies of the PSA, and an executive summary thereof, are attached hereto as Appendix 4 and
Appendix 5, respectively, and made a part hereof for all purposes. |

8. In order to protect against abusive affiliate transactions, subsection 32(k) of the PUHCA
prohibits an electric utility, such as UtiliCorp, from entering into a purchase power agreement with
an affiliated EWG unless every state commission having jurisdiction over the retail rates of the
electric utility makes certain specific determination with respect to the agreement. -Thus, it will be

3
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necessary for the Commission to determine that it has sufficient regulatory authority, resources and
access to books and records of UtiliCorp and any relevant afﬁliafe or subsidiary such that it may
exercise its duties under subsection 32(k) to dgterrnine that the proposed PSA (1) will benefit
 consumers; (2) does not violate any applicable state law (including, where appli;:ablc, least cost
planning); (3) would not provide MEPPH any unfair competitive advantage by virtue of its
affiliation with UtiliCorp; and (4) is in the public interest.’ ‘The PUHCA reqniir;s that the
Commission make these findings with respect to the PSA before MEPPH may apply to the FERC
for approval of the PSA. In fact, the Commission’s order is a necessary exhibit to any application
filed with the FERC.
9. Once Commission approval is obtaihed, MEPPH will file with the FERC a r;:quest fér
7 certification as an exempf wholesale generator ("EWG™"}and a reque'st for approva_l ofthe PSA under
_applicable provisions of the PUHCA and the Federal Power Act. Shortly after obtaining such FERC
approvals, MEPPH will commence with the constm.cﬁon. of a 500 MW combined cycle combustion
turbjne generation plant in Cass County, Missouri, near the town of Pleasant Hill (the "Project”)
which Project will be operated by MEPPH to meet its contractual obligations under the PSA.
MEPPH is not and will not be an "electrical corporation" as that term is defined at §386.020(15),
RSMo 1998, inasmu(-:h as it will sell electric power exclusively at wholesale and, thus, will not be
engaged in the sale of electric power at retail to the general pubh'é. See, State exrel. M.O. Danc.;iger

v. Public Service Commission, 205 SW 36 (Mo. 1918). MEPPH will be regulated by the FERC

with respect to wholesale energy rates.

1See, 15 U.S.C. §79z-5a(k).
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10. A certified copy of the Resolutions of UtiliCorp’s Board of Directors authorizing the
PSA with MEPPH and the filing of this Application is attached hereto as Appendix 6, and made a
part hereof for all purposes.

11. The Commission has broad statutory authority over the determination ‘of retail rates by
electrical corporations, including UtiliCorp, pursuant to Chapters 386 and 393, RSMo. The
Commission’s existing rules and regulations permitit to examine the books and records of UtiliCorp.
Furthermore, the Commission, its Staff and the Office of the Public Counsel may examine the books,
accounts, contracts and records of MEPPH as required for the effective discharge of the
Commission’s regulatory responsibilities affecting the provision of electric service by MPS. In
addition, the Commission has a large staff of professional accountants, engineers, economists,
attorneys, financial analysts and management specialists to advise it in this regard. Thus, the
Commission has both the authority and resources to make the determinations required by the

PUHCA as set forth in paragraph 8.

12. The PSA will ensure a steady, affordable and reliable source of electric pow& for
distribution by MPS to its electric utility customers. Without the cépacity which will be provided
under the terms of the PSA, UtiliCorp will be unable to meet its projectgd capacity needs beginning
in the year 2001. Therefore, it is essential that the projected energy needs of MPS customers are
adequately and securely provided for.

13. The PSA does not violate any applicable state law and, without limitation, it does not
conflict, in any way, with UtiliCorp’s IRP obligations. UtiliCorp’s RFP has complied in all respects
with its IRP protocol.

14. The PSA will not provide MEPPH with any unfair competitive advantage by virtue of

5
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its affiliation with UtiliCorp. As explained above, MEPPH's successful bid was the result of an
arms’ length competitive bidding process and MEPPH was sui;plied with no more information and
granted no greater accommodation than was provided to any other respondent to the RFP. The eight
(8) bids received were thoroughly examined not only by UtiliCorp but by an indeperident_ third party.
Finally, the terms of the PSA are the result of an extensive arms’ length negotiation between
representatives of MEPPH and UtiliCorp each of which were represented and advised by sépamte
counsel. |

15. UtiliCorp understands that an order containing the findings required by the PUHCA with
respect to the PSA shall in no way be binding on the Commission or any party to a future rate case

to contest the ratemaking treatment to be afforded the PSA.
16. For the reasons aforesaid, the terms of the PSA are in the public interest.

17. It is imperative that MEPPH commence by the end of July of 1999 with the construction

of the involved combustion turbine generation plant which will be located near Pléésant Hill,
Missouri. The inability to obtain the necessary State and Federal regulatory approvals quickly may
significantly impede UtiliCorp’s ability to hhve in place the nccessad capacity by theryea_tr 2001.
Accordingly, UtiliCorp respectfully requests that the Commission issue an order approving this
Application by May 1, 1999, -

WHEREFOQRE, UtiliCorp respectfully requests that the Commission issue an order, no iater
than May 1, 1999: (A) specifically determining that the Commission has sufficient regulatory
authority, resources and access to books and records of UtiliCorp and MEPPH to exefcise its duties
under subsection 32(k) of PUHCA to ensure that the proposed PSA (i) benefits consumers, (ii) does
not violate any state law, (iii) does not provide MEPPH with any unfair competitive aldvantage by

6
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virtue of its affiliation with UtiliCorp and (iv) is in the public interest; (B} authorizing UtiliCorp to
enter into, execute and perform in accordancé with the terms and conditions of the proposed Power
Service Agreement by and betweep MEPPH and UtiliCorp; (C) authorizing UtiliCorp to enter into,
éxecute and perform in accordance with the terms of all documents reasonabljr necessary and
incidéntal to the performance of the transactions which are the subject of this Application; and (D)

granting such other authority as may be just and proper under the circumstances.

espectfully su

v 2O

[
James C. Swearengen #21510
Paul A. Boudreau #33155
BRYDON, SWEARENGEN & ENGLAND P.C.

P.O. Box 456
Jefferson City, MO 65102-0456
(573) 635-7166

Attorneys for UtiliCorp United Inc., d/b/a Missouri
Public Service '
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STATE OF MISSOURI )
)  SS
COUNTY OF JACKSON )

I, John W. McKinney, of lawful age, being first duly sworm upon my oath, state

that I am the Vice President-Regulatory Services of UtiliCorp United Inc.; that I am
authorized to execute this document on behalf of UtiliCorp United Inc.; and that the facts

set forth in the foregoing are true to the best of my knowledge, information and belief.

@w»,i/

J4hn W. McKinney 7

Subscribed and sworn to before me this /ZZ4 day of@% 1999.

otz

~ Notary Public

My Commission E
PATRICIA AL A N
Notary Public - State of Missourl
Commissicned In Jackson County
My Commission Expires: Dec. 12, 1999

(SEAL)
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Certificate of Service

I hereby certify that a true and correct copy of the above and foregoing document was sent
by U.S. Mail, postage prepaid, or hand-delivered, on this 1st day of March, 1999, to:

The Office of the Public Counsel
Truman Building, Room 250
" P.O. Box 7800

Jefferso 0 65102-7800
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REFERENCE
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Rebecca McDowell Cook
Secretary of State

CORPORATICON DIVISION
CERTIFICATE OF CORPORATE RECORDS

MEP PLEASANT HILL, LLC

[, -REBECCA McDOWELL COOK, SECRETARY OF STATE OF THE STATE

{ OF MISSOURI AND KEEPER OF THE GBREAT SEAL THEREOF, DO HEREBY
CERTIFY THAT THE ANNEXED PAGES CONTAIN A FULL, TRUE AND
COMPLETE COPY OF THE ORIGINAL DOCUMENTS ON FILE AND OF RECORD

IM THIS OFFICE.

=3 IN TESTIMONY WHEREOF, I HAVE SET MY
3@J HAND AND IMPRINTED THE GREAT SEAL oF
s>y THE STATE OF MISSQURI, ON THIS, THE
o= Z23RD DAY OF FEBRUARY, 1999.

e Ml (P

\
" Secretary of State )
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Rebecca McDowell Cook
Secretary of State

CERTIFICATE OF REGISTRATION
FOREIGN LIMITED LIABILITY COMPANY

WHEREAS,
MEP PLEASANT HILL, LLC

B aN USING IN MISSOURI THE NAME

MEP PLEASANT HILL, LLC

«->V AND EXISTING UNDER THE LAWS OF THE STATE OF DELAWARE
%7e®d HAS FILED WITH THIS STATE ITS APPLICATION FOR REGISTRATION AND
T@*_% YHEREAS THIS APPLICATION FOR REGISTRATION CONFORMS TG THE
434 MISSOURI LIMITED LIABILITY COMPANY ACT;

<@+ NOW, THEREFORE, 1, REBECCA McDOWELL COOK, SECRETARY OF STATE,

-3 STATE OF MISSOURI, BY VIRTUE OF AUTHORITY VESTED IN ME BY LAW,

53 D0 CERTIFY_AND DECLARE THAT ON THE 18TH DAY OF FEBRUARY, 1999,

3 THE_ABOVE FOREIGN LIMITED LIABILITY COMPANY IS DULY AUTHORIZED

¥°"l6Z TO TRANSACT BUSINESS IN THE STATE OF MISSOURI
= AND IS ENTITLED TO ANY RIGHTS GRANTED
i L[ IMITED LIABILITY COMPANIES.

=2 [N TESTIMONY WHEREQF, I HAVE SET MY

BoSi$< HAND AND IMPRINTED THE GREAT SEAL OF

%.gasd THE STATE OF MISSOURI, ON THIS, THE
¥ 18TH DAY OF_FEBRUARY, 1999.

5.0.5. #30
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™

STATE OF MISSOURI

Rebecca McDowell Cook, Secretary of State
P.Q. Box 778, Jefferson City, MO 65102

. orgtiog Di
Application for Registration of a Foreign ﬂh ﬂ:, E ’ )

Limited Liability Company
{Submit in duplicate with registration fee of $105.00) FEB 18 1999

(1) The name of the foreign limited liability company is:
i @e ace, /1 ﬂf ’)o.,. g
STA-‘P

ECRETARY O

MEP Pleasant Hill, LLC
(2) The rame under which the foreign Yimited liability company will conduct business in Missouri is (must contain *limited company”, "limited
liability company”, "LC", "LLC", “L.C.", or "L.L.C.") (must be filled out if different from name in Ene (1)):

MEE P\ eqsant H':lL} LLC.

(3) The foreign limited Hability company was formed under the laws of,
(state or jurisdiction)

Delaware on the date of

dissolve on January 28, :2029

January 28, 1999 .andisto ... e
. (month/date/year or event)

{4) The purpose of the foreign limited liability company or the general character of the business it proposes to transact in this state ig
To engage in any and all lawful activities which foreign limited liabilicy

companies may perform in the State of Missouri.

{5) The name and address of the limited liability company's registered agent in Missour] is (this ine mit completed and include a street

address):
C T Corporation System, 120 South Central Avenue. Clayton, Mo &3105
City/State/Zip

Name Address
The Secretary of Staie iz appointed agent for service of ‘proceax if the foreign limited liability company fails to maintain a registered age:u_uofulm to maintaina

registered agent constitutes grounds to cancel the regisiration of the forsign limited liability company.
(6) The address of the registered office in the jurisdiction organized, If nonc required, then the principal office address of the foreign limited

e/o The Corporation Trust Company,
Wilmington, DE 19801

1209 Orange Street, )
Address Clty/State/Zip

liability company is:

Name

X

———— .

{7} For tax purposes, is the limited liability company considered a corporation?—  yes— 10

I@Z Wﬂ:ﬂf the facts stated above are true. _
% Authorized signature (please sign and print name)

n K. Brungardt
Authorized signature (please sign and print name)

Authorized signature (please sign and print name)

_ SCHEDULE FAD-24
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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. 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 poal, -

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 resuilt 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) resutting from this RFP shall be subject to the approvai of ail
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 cobies shall be sent to Kiah
Harris at the following address. Proposals must be received no later than
5:00p.m. C.D.S.T., Juiy 3, 1998.

Kiah Harris

Manager, Business Analysis and Consulting
Burns & McDonnell

8400 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 iater must include a
buyout aption. The price of the option shall be stated in $/MW-mo.

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

Page | SCHEDULE FAD-24
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elect to purchase ane of the following or similar portfolios to meet the needs of
MPS from 6/1/2000 - 5/31/2001, each of which would satlsfy the total need of

325 MW: ;o
e 100 MW of Jun-May capacity, 50 MW of Oct-May capacity and 175 B

MW of Jun-Sep capacity,; or,
s 325 MW of Jun-Sep capacity and 75 MW of Oct-May capacnty or,

s 325 MW of Jun-May capacrty

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 Up to 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. -

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

SCHEDULE FAD-24
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On peak/off peak pﬁée 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 bidder 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 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, 5x186, etc.)

L Availability

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

SCHEDULE FAD-24
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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 far unit contingent
resource(s). : _

J. Contact )

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

Ph: (816) 936-8639
Fax: {816) 936-8695
E-mail: fdebacke2@utilicorp.com

SCHEDULE FAD-24
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APPENDIX 5

{IGHLY CONF

ENTIAL
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FILED
MAR - 11999

tissouri Public
Serl\ciiga Commission

EXECUTIVE SUMMARY

The Power Sales Agreement (PSA) is a unit sale contract between MEPPH and
' MPS. The basic premise is that MEPPH is selling some or all of the output of a particular
unit to MPS.

 The principal features of the PSA are as follows:

1. The power plant. The power plant will consist of two combustion turbines, each with
a nominal net capacity of 160 MW, a heat recovery steam generator, and a steam turbine.
The latter two components add approximately 230 MW when the station is operating in
combined cycle mode. The capacity payment covers the cost of interconnection with
MPS (but not system reinforcements on MPS's side of the meter), with a possible
adjustment if the cost of these facilities exceeds $2 million, and covers the cost of a
connection, directly or through a local distribution company, with an interstate gas

pipeline,

2. Reserved capacity. MEPPH is committed to provide, and MPS is committed to

A purchase, 320 MW from the two combustion turbines operating in simple cycle from June

1, 2001 to September 30, 2001, at a price of $5.70 per kilowatt-month ($/kW-mo.). The
plant will then be taken off Iine for some or all of the remainder of 2001 to add the
additional equipment so that it can begin operating in combined cycle mode on January 1,
2002. Beginning on that date, MEPPH is to provide and MPS is to purchase 200 MW in

- each month until the expiration of the contract on May 31, 2005 at a price of $5.90/kW-
mo. In addition, MEPPH is to provide, and MPS is to purchase, an additional 300 MW
during the summer periods covered by the PSA (Apnl 1 to September 30 in 2002, 2003,
and 2004, and April 1 to May 31 in 2005) at a price of $7.50/kW-mo.

3. Energy. Natural gas will be converted into electricity for a charge of $1.25 per MWh
(in 1998 dollars indexed to the U.S. Department of Commerce Producer Price Index). An
appendix to the PSA guarantees MPS that the heat rates will not exceed certain
guaranteed low levels, and the benefit of lower actual heat rates is passed through to
MPS. The contract heat rates will be adjusted for part-load operation (which is less

efficient).

4. Availability; energy from other sources. If MEPPH does not provide equivalent
availability of 94% for each of the Summer Period (April 1 to September 30 of each
* during the contract term) and Winter Period (the other months of a cal ;

AR
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have to make a payment to MPS that effectively reduces its capacity payments
proportionally (that is, by the ratio of actual equivalent availability to 94%, times the .
applicable capacity payment, which is weighted in the case of the Summer Period to reflect
the different prices for the 200 MW block and the 300 MW block). Forced Outages,
Scheduled Maintenance Qutages, and Planned Outages (maintenance outages for a short
period on short notice to take care of a problem) all count against the 94%, but force
majeure outages (whether affecting MEPPH or MPS) and outages due to MPS's failure to
supply fuel are excluded from the calculation. No Scheduled Maintenance Outages are
allowed between June 1 and September 30 in any year. At any time (that is, whether to
provide energy according to MPS's schedule or to achieve the Commercial Operation
Date in either simple cycle or combined cycle mode), MEPPH can provide energy from
sources other than the facility, so long as MPS has sufficient capacity to accept the energy
at the alternate delivery point. If MEPPH's decision to use an alternative source imposes a
cost from gas suppliers or transporters on MPS, MEPPH must reimburse such cost.

5. Option to purchase option to terminate or reduce capacity. This title is
not a typographical error, MPS will have the ability to purchase, within 30 days of executing
this Agreement by making a fixed lump-sum payment, any one of four alternatives which will
give MPS the right to purchase an option to reduce its contractual obligations to purchase -
some or all of the capacity (and associated energy) covered by this Agreement (this is the
option to purchase an option). The four alternatives are different dates in the future on which
MPS must decide whether or not to purchase the option to reduce its contractual obligations.
MPS may purchase any of the alternatives for a portion of capacity less than the Contract
Capacity, the cost determined on a pro rata basis. MPS is not obligated to purchase any of the
above alternatives. The termination option provides the opportunity for MPS to purchase for
$0.90 per kW month the option to reduce its contractual obligations covered by this
Agreement. If the Termination Option is elected MPS agrees to pay the Project Company
$0.90 per kW month for each of the 36 months commencing from June 1, 2002 to May 31,
2005 for the right to terminate the Agreement or to reduce its purchase obligation by blocks of
twenty-five (25) MW for the Summer Period and ten (10) MW for the Winter Period. MPS
agrees to pay the $0.90 per kW month fee irrespective of whether it chooses to exercise the
Termination Option. The termination and capacity reduction option may be exercised only on
June 1, 2002, June 1, 2003 or June 1, 2004 and shall be exercised by MPS by written notice
not later than March 1 preceding the June 1 at which the termination or capacity reduction
becomes effective. Should MPS elect to terminate its purchase of any portion of contracted
capacity, the remaining $0.90 per kW month of future payments will be accelerated to the June

1 on which the termination is effective.

If MPS does not elect any of the four alternatives listed above, the Project Company
agrees to price such an option at any future date if so requested in writing by MPS.
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6. Emergency scheduoling. If an emergency occurs on the MPS system due to a -
generator outage at a time when MPS has scheduled less than the full contract capacity for
the period (320 MW, 200 MW, or 500 MW), MPS can require MEPPH to ramp up (or
withdraw from an alternative spot purchaser) such unutilized capacity in time to meet the
requirements of the Southwest Power Pool (31 to 59 minutes).

7. Force Majeure. The definition of force majeure is conventional. Equipment failure is
a force majeure event only if it results from another force majeure event. A force majeure
event affecting either party will postpone the milestone dates in the contract (other than
the end of the contract term), except that MPS can terminate if MEPPH is more than a

year late in achieving the Commercial Operation Date due to force majeure (18 months in
the case of damage to certain major pieces of equipment). MPS can also terminate under
the same circumstances for a force majeure outage of 12 or 18 months after the
Commercial Operation Date. MPS will continue to make capacity payments to MEPPH if
MPS cannot accept energy from MEPPH due to a force majeure event affecting MPS, and
will continue to make capacity payments to MEPPH during the shorter of 120 days or the
"deductible” period under MEPPH's business interruption insurance during MEPPH force

‘majeure outages.

8. Dispute Resolution. The contract calls for arbitration to resolve disputes uniless the
subject matter is under the primary jurisdiction of the Missouri Public Service Commission

or the Federal Energy Regulatory Commission.

9. Interconnection Agreement. There will be a separate interconnection agreement
between the parties.

10. Damages. Both parties waive incidental and consequential damages, and each party
indemnifies the other against third-party claims.
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CERTIFICATE

I, Nancy 1. Séhulte, hereby certify that [ am Assistant Secretary of UtiliCorp
United Inc. (the “Company”) and custoldian of the records ahd seal of such Company; that
ihe attached resolutions are full, true and correct copies of resolutions adopted at ;1 regular
meeting of the Board of Directors of said Company on November 2, and November 3,

1999 and said resolutions are in full force and effect and have not been ahlended or

revoked.

IN WITNESS WHEREOF, I have hereunto set my hand and the seal of said

Company this 16th day of February, 1999.

ooy FLetrltr

~ Askjstant Séérdfary
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- RESOLUTIONS

Missount Combined Cycle Project
Pleasant Hill, Mo.

WHEREAS, the Company has caused to be established MEP Investments, LLC.
(“MEP”) to engage in merchant energy activities, including the purchase and sale of power and

construction of power plants; and

WHEREAS, MEP has submitted the lowest qualifying bid in connection with the
construction of a 500 MW gas fired combined cycle “F” class generating facility (the “Project”)
to be located in Pleasant Hill, Missouri to sell power to Missouri Public Service (“MPS”)
pursuant to a power purchase agreement (the “Purchase Agreement™); and

WHEREAS, MEP now proposes to enter into construction and engineering contracts for
* the construction of the Project and enter into the Purchase Agreement with MPS; be it

RESOLVED, the Board approves the award of the Project to MEP subject to the terms
and conditions set forth in the original request for proposal; and

RESOLVED FURTHER, that MEP is authorized to proceed with the project financing,
acquisition, construction and operation of a gas fired generating facility to be located on land
currently held on behalf of MEP in Pleasant Hill, Missouri, at development costs of
approximately $224 million, (subject to adjustment); and

RESOLVED FURTHER, that in connection with the development of the Project, MEP is
authorized to negotiate, execute and deliver such equipment agreements, construction
agreements, engineering agreements, architects’ agreements, consulting agreements, financing
agreements, security agreements, fuel supply agreements, transport agreements, and other
agreements and documents (collectively, the “Contracts™) generally as may be necessary or
appropriate for the purpose of constructing the Project; and

RESOLVED FURTHER, that the President, Chief Executive Officer or any vice
president be, and each of them hereby is, authorized to negotiate, execute and deliver, on behalf
of the Company, the Purchase Agreement upon substantially the terms set forth in the bid, with
such changes in form or substance as the officer executing the same shall approve, such approval
to be conclusively evidenced by her or his signature thereon; and

RESOLVED FURTHER, that to facilitate the development of the Project, said officers
be, and each of them hereby is, authorized to determine whether the Company should participate
as a coparty with MEP in any of the Contracts, or provide other support to MEP with regard to

the Contracts; and
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RESOLVED FURTHER, that the Company provide interim financing to MEP for the
development of the Project, in such amounts and forms (as debt or equity) and upon such terms

as said officers shall determine to be necessary or advisable, consistent with the intent of these
resolutions; and ‘
RESOLVED FURTHER, that the Company coordinate with MEP in the obtaining of all

necessary permits and approvals, including regulatory approvals from federal, state and local
governments, as may be required or appropriate for the purpose of carrying .out the foregoing

transactions; and

RESOLVED FURTHER, that said officers are further authorized to take such further
action and to execute such additional agreements or instruments and to delegate said autho;ity as
may be necessary or appropriate in connection with carrying out the transactions contemplated

by the foregoing resolutions.

JUSSlegalis
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION

At a Sessicon of the Public Service
Cammission held at ite coffice
in Jefferson Clty on the 22nd

day of April, 1999.

In the Matter of the Application of
UtiliCorp United Inc. Under Section
32(k) of the Public Utilities Holding
Company Act of 1935 Concerning a
Propozed Power Sales Agreomant Between
MEP Pleasant Hill, L.L.C. and UtiliCorp
thited Inc. d/b/a Missouri Public
Service.

Case No, EM-99-36%

ORDER REGARDING POWER SALES AGREEMENT

On March 1, 1933, UtiliCorp United Inc. (UtiliCorp} d/b/a Missouri

Public Service filed an Application with the Commission seeking an order

of the Commission regarding a Pc.:wer Sales hAgreement (PSA) betwosn
UtiliCorp and MEP Pleasant Hill, L.L.C. (MEPPH). UtiliCorp proposes to
ent;er into a PSA aéreement with MEPPH whereby UtiliCorp would purchase
electzic power generated by MEPPH beginning on Jume 1, 2001. MEPPH is an
exémpt wholesale generator of Velecttic power and is an affiliate of
TtiliCorp.

Section 32(k} of the Pﬁblic Utility Holding Company Act of 1935
(PUHCA), codified at 15 U.S.C. 79z2-5alk}, provides that *an electric
utility company may not enter into a contract to purchase electric energy
at wholesale from an exempt wholesale generator if the exempt wholesale
generator is an affiliate or associate company of the electric utility

company.” The federal ctatute then goes on to indicate that an electric

SCHEDULE FAD-25
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utility company may enter into such a contract with an atfiliate 1f every
state commission having jurisdiction over the retajl rates of Bsuch
electric utility company makes certain specific determinaticns in advance
of the electric utility company entering into such contract; UtiliCorp‘s
Application asks that the Commisgion enter an order_makiné the regquired
specific determinations. Because of the need to begin construction of
a combustion turbine generatien plant by the end of July of 1§99,
UtiliCorp asked that the Commission issue its oxder rega;ding this
Application no later than May 1, 1599. |

On March 5, the Commigssion issued a Notice Estaplishing Time for
Filing of Recommendation that directed the Staff of the Public Service
Commipsion (Staff) to file its recommendation regarding approval or

rejection of UtiliCorp’'s Application no later than April 5. The Office

of the Public Counsel (Public Counsel] wae also allowed dntil-April 5 to
file its recommendation.

On April 5, Staff filed two memorandums, one submitted by Michael
8. Proctor. Chief Regulatory Ecomomist for the Commission, and the other
submitted by Mark L. Oligschlaeger, Regulateory Anditor V, and Steven
Dottheim, Chlef Députy General Counsel, Both memorandums evaluate the
PSA and recommend that the Commisesion approve UtiliCorp’s application.
staff did. however, recommend that the Commigsion's approval be subject
to several conditions. ©Publiec Counsel also f£iled its recommendation on
April 5. Public Counsel recommended approval but only upon cerxtain
conditions. 4 CSR 240-2.0B0(l2) provides that parties are allowed ten
days from the date of filing in which to respond to any_motion ox

2 | o
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pliading. No timely response was filed to the recommendations of either
Staff or Public Counsel.

The Commigsion has reviewed and considered the Application filed by
UtiliCorp and the recommendations of Staff and Public Counsel. The
Commizeion £indas that the Application of UtiliCarp should be granted
sBubject to the conditions recommended by Staff and Public Counsel.

IT IS THEREFORE ORDERED:

1.  That, in compliance with Section 32{k) of the Public Dtility
Holding Company Act of 1935, the Commission determines that:

la) the commission has sufficient requlakory authorigy,
resources and access to bocks and records of UtilicCorp

United Inc., MEP Fleasant Hill, L.L.C. and any relevant

agpociate, affiliate or subaidiary company to exercise its
duties under subparagraph (k) of Sectien 32 of the public
Utility Holding Company Act of 193s;

b} the transacticn will benefit consumers;

e¢) the transaction does not violate any Missouri 1aﬁ:

d] the transaction would net provide MEP Pleasant H;i.ll,
L.L.C. with any unfair competitive advantage by vi;rtue of
ite affiliation or association with UtiliCorp United Inc.;
and

2] the transaction is in the publiec interest.

2. That the Ccommission’s approval of UtilicCorp United inc. 4/bfa
Missouri Public Service’s Application is specifically coaditioned upon

the following conditions:
SCHEDULE FAD-25
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a)

b)

c)

That UtiliCorp Umited Inc. shall make available to the
Commigsion, ite Staff and the 0Office of the Public
Coungel, at reasonable times and reascanabile places, all
books and records and employees and ofrf_ice‘r:s of MEP
Pleasant Hill, L.L.C. .and any affiliate or subsidiary of
UtiliCorp engaged in any activity with MEP Pleasant Hill,
L.L.C.

MEP Pleasant Hill, L.L.C. shall employ accounting and
other procedures and controle related to cost allocaticms
and t.ransfer pricing to ensure and facilitate full review
by the Commission and its Staff and to protect against
cross-subgidization of non-Misaouri Public Service
pusiness by Missouri Public Service'’s customers.

This order is in no way binding on the Commission or any
party regarding a future‘rate or earnindgs complaint; caﬁe
to contest the ratemaking treatment to be afforded the
Power Sales Agreement. UtiliCorp United Ianc, shall not
seek to overturn, reverse, set aside, change or enjoin,
whether through appeal or the initiation or maintenance
of any action in any forum, a decision or order of the
Commission which pertains to recovery, disallowance,
deferral or ratemaking treatment of any expense, charge,
cost or allocation incurred or accrued by MEP Pleasant
Hill, L.L.Q. or UtiliCorxrp Umited Inc. d/b/a Missouri
Public Service 1in or as a result of the Power Sales

4 SCHEDULE FAD-25
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Agreement on the basis that such expensa, charge, cest or
allocation has itself been filed with or approved by the
Federal Energy Regulatory Commission, or .was incurred
pursuant to the Power Sales Agreement.

3. That tha Commiggion’'s approval. of the instant Power Sales
ﬁgreement does not impiy Or assure approval of any future contracts to
purf:haae electric energy at wholesale from an exempt wholesale Agenerator
tiaat is an affiliate or associate company of an electrical corporation
within the Commission’s jurisdiction,

4. That UtiliCo?p United Inc. is authorized to enter into,
execute and perform in accordance with the terms and conditions of the

proposed Power Sales Agreement by and between MEP Pleasant Hill, L.L.C.

and Ut;_'.liCo:;-p United Inc. d/b/a Misgouri Public Service.

S. That UtiliCorp United Ine. 'ip authorized to antar :Lntc,l
execute and perform in accordance with the terms of all documents
reasonably necessary and incidental to the performance of the
transactions that are the subject of the Application.

6. That this order shall become effective on May 4, 1993.
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7. That thin case may be closed on May 5, 1399. : f
BY THE COMMISSION

Dale Hardy Roberts
Secretary/Chief Regulstory Law Judge

(SEAL)

Lumpe, Ch., Murray, Schemenauer
and Drainer, CC,, concur
Crumpton, C., absent

Woodruff, Requlatory Law Judge
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. STATE OF MISSOURI
OFFICE OF THE PUBLIC SERVICE COMMISSION

I have compared the preceding copy with the original on file in this office and
I do hereby certify the same to be a true copy therefrom and the whole thereof.

WITNESS my hand and seal of the Public Service Commission, at Jefferson
City,

Missouri, this _22ND day of APRIL. 1999.

WL fihed] bolats

- ' Dale Hardy Robérts
. Secretary/Chief Regulatory Law Judge
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STATE OF MISSOURI
PUBLIC SERVICE COMMISSION
JEFFERSON CITY
April 22, 1999

CASE NO: EM-99-369

Office of the Public Counsel General Counsel

P.0O. Box 7800 : Missouri Public Service Commission
Jefferson City, MO 65102 P.0O. Box 360 '

_ Jefferson City, MO 65102

Gary Clemens

Utilitcorp United Inc. James C. Swearengen

Paul A, Boudrean

Brydon, Swearengen & Englan P.C.
312 E. Capitol Ave.

Jefferson City, MO 65102

10700 E. 350 Highway
Kansas City, MO 64138

Encloséd find certified copy of ORDER in the above-numbered case(s).

Sincerely,

. . ~
L th o5
Dale Hardy Roberts
Sccretarv/Chief Regulatory Law Judge

Uncertified Copy:
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MEMORANDUM

TO: Missouri Public Service Commission Official Case File
Case No. EM-99-359

FROM: Michael S. Proctor
Chief Regulatory Economist

M‘I-P?? e S /5/ag

Director-Utility Operations Division/Date  General Counsel’s Office/Date

SUBJECT: Staff’s Recommendation For Appraval Of The Application Of UtiliCorp United,
Inc. Under §32(k} Of The Public Utilities Holding Company Act Of 1935
Conceming A Proposed Power Sales Agreement Between MEP Pleasant Hill,
L.L.C. And UtliCorp United, Inc., /b/a Missouri Public Service

' DATE:  AgrilS, 1999

isson blic Service Comnissi cterminations under §32(k) of UHC

n order for Missouri Public Service (MPS), a division of UtiliCorp United, Inc.
(UtliCorp) to enter inw & Power Sales Agreement (PSA) with Merchant Enetgy Partners
Pleasant Hill, L.L.C. (MEPFH), a subsidiary of UtiliCorp, subsection 32(k) of the Public Utlity
Holding Company Act (PUHCA) of 1935 requires the Missouri Public Service Commission
(Commission) to make the following de'térm.ipations regarding the PSA:

1. it will benefit consumers; '

2. itdoesnol violate any state law;

3. it would not provide MEPPH any unfair competiive advantage by virue of its

affiliaton ar association with UtiliCorp; and

4. itis in the public interest.

The Commission must also muke a determination that it has sufficient regulatocy,
resources and access to books and records of UtiliCorp and any rclevant associate, affiliate or

subsidiary company to excreisc its duties under subparagraph 32(k)(2) of PUHCA. UtiliCorpin -

its Applieari t page 5, : ;
pplication at page 5, paragrsph 11 states that SCHEDULE FAD-26
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. . . The Commission’s existing rules and regulations permit it lo examine the
books and records of UtiliCorp. Furthermore, the Commission, its Staff and the
Office of the Public Counsel may examina the books, sccounts, contracts and
records of MEPPH as required for the effective discharge of the Commission’s
regulatory respousibilities affecting the provision of electric service by MPS.”

In this memorandum and the accompanying memorandum of Staff members Mark
'Oligschlacgu' and Steve Dottheimn, it will be shown that the PSA, subject to the review and
ratemaking conditions proposed by the Staff, meets all four of the subsection 32(k) PUHCA

standards.

1. The PSA will benefit consumers

The capacity from PSA between MPS and MEPPH is required to meet the capacity

reliability needs of MPS customers and is therefore of benefit to consumers. What follows is a

description of the process by which the Staff has determined f.hat there is a capacity need which

the PSA will meet to the benefit of consumers.

 The Staff has met with MPS on a regular basis following UtiliCorp’s initial resource plan
filing' required by 4 CSR 240-Chapter 22. In these meetings, MPS has provided Staff with
updates on {oad forecasts as well as other changes that have occurred in its resource acquisition
plans. 1o its resource plan ﬁli.ng, MPé stated its intention to implement 2 competitive bidding
process to acquire the capacity necded to meet the requirements of its customers for capacity and
energy. This need comes from two sources: (1) load growth (n the MPS service territory; and (2)
cxpiration of existing purchased power wﬁtncrs. Most of the changes in UtiliCorp’s resource

acquisition strategy have come in the timing of resource additions.

' In its 1995 Missouri Energy Plan filed in May 1995 in Casc No, E0-95-1‘87, UtiliCorp included supply-side gl
options for 206 megawarts (MW) in combined cyele eapacity fot the summers of 2000 and 2001, The supply-side L
implementation plan sirategy included 2 compasitive-bidding process that was to be completad in 1997,
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For the swiruner of 1999, MPS has accredited generation capacity of 1,047 MW with 280
M"W of purchased power from cxisting purchased power contracts to meet ‘a total eapacity
_r==q\‘xil:erncr.tt2 of 1,366 MW Not directly rclated to this pleading, MPS is evaluating bids for
purchased power of 50 MW to meet its capacity requirement for this summer. The contracts
making up the 280 MW of purchase power will expire and not be available to meet load for the
summer of 2000. Thus, theare is clearly & need for either purchased power or MPS owned
capacity starting with the summer of 2000

It is important to note that the MPS purchase power acquisition strategy was split
berween meeting a short-term need and a long-term need. For the short-term (prior to the

summer of 2001), MPS planned to enter into one- or two-year contracts i’or purchased power.

Starting for the year 2001, MPS would seek longer-term contracts. In part, the rationale behind
this strategy 'is that the sho&-tenn contracts would have to come fom generating units that were
already built, while the longer-term contracts would allaw bids fram new generating unifs that
would not be available to supply power in the shortrun.’ The PSA between MPS and MEPPH is
for a longer-term contract.

In the year 2001, MPS plans 1o improve the accredited capacity of it existing generating
units from i,047 MW 10 1,085 MW, MPS plans to have a short-term putchase of 25 MW and
begin the first year of its long-term contract with MEPPH with 320 MW of combustion turbine
capacity. This prevides a total capacity of 1,430 MW to maset a capacity roquirement of 1,430,

In the year 2002, the short-term purchased power contrdcts are terminated and the long-term

? The capacity requircment is the peak detnand forecast, minus demand-side reductions such as interruptible load,
plus a capacity reserve margin of 12 percent.

* How this strategy evolved is described in the third section of this memorandum. SCHEDULE FAD-26
Page 3 of 10
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contract with MEPPH gocs up to 500 MW as MEPPH adds 180 MW of combined cycle capacity

to the 320 MW of combustion turbines.

2. The PSA does not violate any applicahie state law
Staff counsel has advised that state law does not prohibit any utility from purchasing
power rather than building generation. Tn addition, Staff counsel has indicated that there is no

state law that prohibits any electric utility from purchasing power from an affiliate.

3. The PSA did not provide MEPPH any unfafr competidve advantage by virtue of its
affitlation with UtiliCorp '

As described below, the competitive bidding strategy erﬁployed by MPS involves a

complex process that would more properly be described as a comperitive negddatiun. 1n
addition, this process was flexible; allowing MPS to change its strategy as information became
avajlable. The Staff’s limited observation/review of that process found ne evidence to indicate
that an unfair competitive advantage was afforded MEPPH.

As MPS developed its resource acguisition strategy for purchased power, the Staff made
it clear that if an affiliate of UtiliCorp were to bid, that afﬁlia.tc would nead to be on & level
playing ficld with all other potential bidders. This means no communications regardihg the
competitive bid between people representing the interests of MPS and those representing the
interests of the uffiliate, excopt through the formal competitive biddinglnegotiation-process. It
alsc means thet the affiliate would have to bid at the same time as others and that a transparent
evaluation of the bids w::.uid need to take place.

The history of the compctitive bidding/negotiation process for the long-term purchased

power contract is as follows: SCHEDULE FAD-26
Page 4 of 10
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(l) Initial Request for Proposals was issued by MPS on May 22, 1998. At this time, MPS
wanted capacity to be supplied beginning June l 2000 and go through May a1, 2004; i.e., , 8

foug-year contract, with capacity initially available for the summer of 2000.

(2) Bight proposals were received on July 3, 1998. The eight proposals were opened on July 6,
1998, One of the eight proposals was from Aquila Power Corporation (Aquila), a power-

. marketing subsidiary of UtiliCom. Both Aquila and UtiliCarp/MI'S have their principal
offices end places of business at 10750 East 350 Highway, Kansas City, Missouri 64138. An
outside consultant, Bums & McDonnefl, a Kansas City engineering and consulting ﬁnﬁ,

reviewed sll proposals. Initial evaluation of the prapasals was completed orn August 21,

1998 by Burns & McDonnell. On August 25, 1998, all bidders were requested to confirm
their interest and update their proposals. All but three of the hidders (New Century Escrgies,
Aquila and Basin Electric Cooperative) stated that they would not be able to provide capacity
in time for the summmer of 2000. From the three that could meet the summer 2000
requirement, the Basin Electric Cooperative bid was determined to not be cost cffective
because of its high capacity charge. In addirion, UtiliCorp was in the process of negotiating
purchased power for lts West Plain’s service territory in Kansas, for which it had'réceived a
bid frorn Sunflower Electric Caooperative (Sunflower) that_ included capacity that would be
available for the June 2000 to May 2001 period. MPS made the decision-ta split its
purchases between short-term capacity and long-term capacity, with the three bidders that
could meet the short-term need (Aquila, New Century Energies and Sunflower) being
included in the evaluation process for the short-term purchase pewer contracts.

SCHEDULE FAD-26
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At this time, UhiliCorp concluded that it could build a generation plant at a lower
gost than what it haﬁ received m bids from those who were proposing to supply
from newly built generation. UtiliCorp was scriously considering building its
own generzation to meet the MPS long-termn capacity need and in September 1998

formed MEPPH as a subsidiary to develop, own and manage UtiliCorp's

pordolio of exempt wholesale generators (EWQ), independent power producers

(IPP) and cogeneration facilities and to possibly build and own generation for

. Missouri retai! jurisdictional needs as an EWG. However, this capacity would

not be available for the summet of 2000 and perhaps not even for the summer of

2001. The EWG option under consideration by MPS and the Aquila proposal for

" June 2001 through May 2004 were assigned to MEPPH.

)

By November 3, 1998, the evaluation of the three short-term bids was completed
with MPS determining that a combination of Sunflower and Aquila resources

was the most caost effective,

(3) On Novzinber 6, 1998, MPS requested that bidders again confirm their interest and update

their proposals that would begin supply in the summer of 200%. On November 30, 1998, only

two of the

eight companies submitied revised bids: Aquila Powee/MEPPH and Houston

Industries for the june 2001 through May 2006 period. These bids were evaluated by MPS

as well as by its outside consultant, Burns & McDonnell, It was delermined Lhat the Houston

Industries bid was not competitive. MPS contscted Houston Industries on December 21,

1998 to advise it that its bid was not cost effective and requested that it consider revising its

SCHEDULE FAD-26
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proposal. Houston lndustrics revised its proposal on January 6, 1999, and MPS received
conﬁm\a;ian that MEPPH would replace Agquile ss the owner of the proposed EWG and
would be the satity contracting with MPS. MEPPH revised its proposal on January 12, 1995,
It appears that in the cvaluation/negotiation process, Houstor Industries was gifen the first
opporfunity to revise its hid; and then MEPPH was given an opportunity to respond. The
rational for this sequence is that‘the bidder with the non-competitive bid is allowed the first
opportunity to make its bid competitive. After receiving the January 12, 1999 revision from
MEPPH, MPS informed Houston Industries on January 13, 1999 that its revised bid was not
competitive. On January 14, 1999, Houston Industries responded that it was not able to
improve its offer. On January 15, 1999, Hthon:Industiﬁ was advised that it was not the

successful bidder, and MPS awarded the contract to MEPPH, subject to further negotiations

on final terms and conditions.

—

4. The PSA is in the public interest

The public interest is met when electricity is provided to end-use consumers at the Jowest
cxpected cost consisient with reasonable levels of risk associated with cost varying from its
expested level, In today's environment of compcedtive wholesale power, properly impiemented
competitive bidding and/or negatiation for purchased power is a process by which least-cost
acquisilion of resources can be obtained, Based on the information presently available, the
competitive bidding/négotiation process uscd by MPS appears to be consistent with obtgining the
needed purchased power at jeast cost. Therefore, the Staff is willing to state that the PSA

between MPS and MEPPH i¢ in the public interest, subject to the conditions and ratemaking

SCHEDULE FAD-26
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standards discussed below and in the accompaﬁying recommendation, which will permit a
detailed review of the transaction in the context of a rate increase or earnings complaint case. _
It is impottant to note that the Staff Has not evaluated the two proposals to determine
which is least cost or whether accepting eithet of the two propasals would be 2 prudent
| management decision. Mbrma;er, this Commission does fot pra-appmve'thé acquisi.tion of
resources by electric utilitics. Instead, in its 19_93 rulemaking on electric resource acquisition (4
CSR 240-Chapter 22), this Commission enacted rules that focused on the process, not the
outcomne. At the time these rules were adopted by the Commission, the Federal Energy
Regulatory Commission (FERC) had not issued Order No. 888, which is premised on open
transmission access on a non‘dism*iminatpry basis as being a means of fostering a competitive

wholesale market for electricity. Thus, the Chapter 22 rules do not include any specific

guidelines for competitive bidding or negotiations.

Since the Commission’s adoption of 4 CSR 240-Chapter 22, there has been only one case
in which the Commission was asked to cveluate whether ar not the resource chosen by an
clectric utility was least cost prior to introducing the costs associated with the resource inte
rules.! This request that the Commission evaluate whether 8 resource chosen is least cost
occurred because one of the options that was rejected by the atility was a cogenerator, and under
the Public Utility Regulatory Policies Act of 197§ (PURPA), utilities are required to pufchase
from cogenerators that are competilive under an avoided cost criterian.  Neither Houston
Industries nor MEPPH are claiming to be 2 cogeneration facilicy. It {s important to note that a
review .of the testimony submitted in that case indicates that a significant amount of analysis is

required to determine which zltemnative is least cost

* Alstrom Devclopment Corporation vs. Empire District Electric Company, Case No. EC-95.28, Repoat And Order.
4 Mo.P.S,C.3d 187 (1595).

SCHEDULE FAD-26
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At this time, the Staff has not performed a detuiled analysis of which of the two

" altermatives is ls;tst cost. Such an analysis should be dena prior to the Commission apprcvi;-ag the

casts of the PSA 1n rates for Nﬁr:sou:i Public Service customers. Subject fo this condition, it is

not necessary that this analysis be conducted at this time in order to determine whether or not the

PSA is in the public interest. M.orao\rer, to make such a determination at this time would put the

Comunission in the position of pro-approval of the prudency of MPS eulering lnto the PSA,

which is an approach that the Cormmission uniformly has rejected over many years. UtiliCorp in

| its Application recognizes and accepts the Commission's hi#lon’cal approach, whercin m

paragraph 15, UtitiCorp states as follows:

UtiliCorp understands that an order containing the findings fequired by the
PUHCA with respect to the PSA shall in no way be binding on the Commission

or eny party to a future rate case to contest the ratemaking treatment to be
afforded the PSA. '

UtiliCorp also notes in its Application that:

(1) a copy of the RFP was forwarded to the Staff and the Office of the Public Counscl
(Public Counsel) on August 24, 1998 for comment under the [ntegrated resource plan
format (page 3, paragraph 5 of Application);

(2) the eight (8) proposals received in response to the RFP were forwarded to the Staff and
Public Counsel on Angust 24, 1998 under the integrated resource plan format (page 3,
paragraph 6 of Application); and '

{3) the reviews and evaluations of the propasals were provided to the Staff and Public
Counse] on February 8, 1998 (page 3, paragraph 6 of Application).

As previously commented upen above, the 4 CSR 240-Chapter 22 rules foeus on -process. not
cuteame, and the review under these rulcs is not intended to have the Commission and its Staff
cngage in 2 contemporaneous cvaluation with the utility of the proposals solicited to determine
which is least cast or whether ﬁcccpting any one of thém would be a prudent management
decision. Although the Commission generally has or can acquire sufficient regulatory resources .

SCHEDULE FAD-26
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to exercise its raternaking dutics when a utility seeks to reflect a resource decision in rates, the
Staff does not want its position to be misinterprcicd as indicatng or ;mplying that the
Commission also has sufficient regulatory resources to exercise its ratemaking duties if utilities
were to also seek pre-approval of their resource decisions. |

The timing of the instant project 1o meet the June 1, 2001 on-line. date is crucial. A
determination of which of the options is least cost would involve a Staff analysis that at best |
could take several woeks, but more likely would take several months, to complete. If the results
of the analysis were not in favor of approval of the PSA with MEPPH, written testimony and
hearings would need to take place. All of this would put off the time at which MEPPH would

initiate the building of the generating units required to mect the June 1, 2001 deadline for

capacity.

The Staff believes that what is needed to determine thet the PSA is in the public interest
is a review of the process followed by MPS in acquiring the needed capacity, In the context of

its ongoing efforts in reviewing the resource plans of MPS, the Staff believes that the process
followed by MPS is adequate to meet the public interest standard, subject to the reviaw and
ratemaking conditions set out above and the accompanyihg Staff recommendation of Staff

members Mark Oligschlaeger and Steve Dottheim.

Capies:

Bob Shallenberg, Director of Utility Scrvices, Missour Public Service Commission :
Gordon Persinger, Director of Research & Public Affairs, Missouri Public Service Commission
Dan Joyce, General Counsel, Missouri Public Service Commission

Bill Washbum, Managar Electric Department, Missouri Public Service Cornrmssmn

Gary Clesnens, Manager Regulatory Services, UtiliCorp United Inc.
James C, Swearengen, Brydon, Swearengen & England P.C.

Paul A, Boudreau, Brydon, Swearengen & England P.C.

John B. Coffman, Officc of the Public Counsel ,
SCHEDULE FAD-26 o
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MEMORANDUM
TO: Missouri Public Service Commission Official Case File
Case No. EM-99-36%
»n LD
FROM:  Mark L. Oligschiseger Steven Dottheim 5P
Regulatory Auditor V Chief Deputy General Counsel
L LD _afcfes
Urtility Services Divisidn/Date

S'UBJECT - . Staff's Recommendation For Approval Of The Application Of UtiliCorp United,
Ine. Under §32(k) Of The Public Utilities Helding Company Act Of 1935
Concerning A Proposed Power Sales Agreement Between MEP Pleasant Hill,
L.L.C. And UtiliCorp United, lnc., ¢/b/a Missouri Public Service

DATE: April 5, 1999

I. INTRODUCTION

On Mareh [, 1999, UtiliCorp United, Ine. (UtiliCorp), ¢/b/a Missouri Public Service

(MPS) filed an Application with the Missouri Public Service Commission (Commission) for an
Order no later than May 1, 1999 that:

{A) determines specifically that, in order to protect apgainst sbusive affiliate
transactions, the Commission has sufficient regulatory authority, resources and
access to books and records of UtiliCorp and Merchant Energy Partners Pleasant
Hill, L.L.C. (MEPPH)' to exercisc its dutics under §32(k) of the Public Utility
Holding Company Act of 1935 (PUHCA) to ensure that a Power Sale Agrecment
(PSA) between UtliCorp and MEPPH :

(1) benefits consumers;

' LIliCorp caused MEPPH to be established to engage in merchanl cacrgy activities, including the pruchase and
sale of power and construction of pewer plants, MEPPH will construct 2 500 MW combined cycle combustion
turbine peneration plant in Case Caunty, Missouri near the town of Ploasant Hill, which plant will be operaled by
MEPPH in arder to meet ite contractual obligations under the PSA. WtiliCorp statas in its Application thut MEPPH
(=) is not and will not be an “clectrical corporation” in that it will sell clectric power exclusively at whelesale, and,
therefore, will not be engaged in the ale of electric power at retil to the general public, and () will be regulnted by
the Federal Bnergy Reculatory Commission (FERC) with respect to whalesale encrgy rates.

2 Section 32(k) of PUHCA, 15 U.S.C. Section 792-5a(k), is Section 711 of the Encrgy Poliey Act of 1992.

SCHEDULE FAD-27
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(2) does oot viclate any state law;

(3) does not provide MEPPH with any unfair competitive sdvantage by
virtue of jts affiliation with UtiliCorp; and

(4) isin the public interest;
(B) authorizes UtiliCorp to enter into, execute and perform in accordance with the -
terms apd conditions of the proposed PSA by and between UtiliCorp and
MEPPH, '

(C) authorizes UTtiliCorp to enter into, execute and perform in accordance with the
terms of all documents reasonably necessary and incidenta] to the performance of
the wansactions which are the subject of the Application; and

(D) grants such other authority as may be just and proper under the circumstances.
UtiliCorp seeks an Order by May 1, 1999 approving its Application because it asserts it is

“imperative that MEPPH commence by the end of July of 1999 with the construction of the

involved combustion turbine generation plant” so as 1o have in place the necessary capacity 'by
2001. MEPPH states that once it has obtained this Commission’s approval, MEPPH will file
with the FERC a request for certification as an exempt wholesale generator (EWG) and a request
for approval of the PSA undcr the applicablé provisions of PUHCA, and the Federal Power Act
(FPA).

Concurreni wilh the filing of this recommendation. the Staff is filing the recommendation
of the Commission's Chicf Energy Ceonomist, Dr. Michael S. Proctor, who recommends that the
Commission grant UtiliCorp the approvals requested in its March 1, 1999 Application in the
instant docket, with conditions. The purpose of this document is to provide support for Dr.
Proctor’s recommendation and suggest additional conditions for the pranting of the requested
approvals.

SCHEDULE FAD-27
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1. STATE COMMISSTONS WHICH HAVE CONDITIONED PUHCA §32 FINDINGS
The Staff would nnf expect UtiliCorp’s Application to cite to case law for authority for
the Commission to grant the approvals requested by UtiliCorp with the conditions proposed by
the Staff, but the Staff would note that the Application of UtiliCorp cites to no case law for
anythiug other than one Missouri case respecting the determination of what constitutes 2 public
- utility. See UtiliCorp’s Applicaiion at page 4, paragraph 9, citation to State ex rel M.Q.
Danciger & Co, v. Public Serv. Comm’n, 205 S.W. 42 (Mo. 1918).

There is at least one state comnission case on point and ancther related, both of which

- will be 5ddrcss=d herein regarding a state conditioning its granting of PUHCA §32 findings: Re
Golden Spread Electric Cooperative. Inc., Docker No. 15100, Order, 176 PUR4th 587
(Tx.Pub,Util.Commn. 1997) and Re New England Power Co., DR 97-251, Order No. 22,982

(N.H.Pub.Util.Commn. {998)(unreported decision).

In the Golden Spread Electric Cooperative case, Golden Spread Elecuic Cooperative, Inc,

(Gulden) filed in 1995 an application with the Texas Public Utility Commission (Texas PUC)
seeking, among other things, the PUHCA §32(k) findings that wyre required i order for Golden
to enter into a purchased power contract with an EWG that is an affiliate of Golden. The Golden
contract with the EWG has a tenn of 25 years. The Texas PUC made the necessary PUHCA
§32(k) findings. but conditioned the findiags es they might be proposed to be related to stranded
cost recovery and future purchased power contracts stating that its approval of the contract in
question may not be relied upen as a basis for stranded cost recovery nor does approval imply or
assure blanket approval of future purchased power costs. 176 PUR4th at 588, In particular

regarding stranded cost recovery, the Cormmission found as follows:

SCHEDULE FAD-27
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.. . the Commission finds that there i a risk of regulaluty change during the life
of the proposed power contracts. Conscquenly, CGolden Spread Electric
Cooperative. Inc. (Golden Spread or the Cooperative) may not rely on this Order
ag a basis for stranded cost recovery if and when sush rccovery becomes

appropriate. . .. [Id ]

In the New England Power Co. case, New England Power Co, (NEP) requestad that the
New Hampshire Public Uti}iﬁes Commission New Hampshire PUC) authorize it to transfar its
New Hampshire hydroelectic facilities, located in whole or in part in New Hampshire, 10
USGen New England, Inc. (USGeaNE), in 4 proposed transaction it which NEP agreed to sell
suybstantially all of its non-guelear generatiné asscts and unit entitlements. NEP is a
Massachusetts corporation and a wholly owned subsidiary of the New England Electric System
(NCES). It owns and operates generalion and ransmission facilities throughoﬁt Northern New
England. NEP provides wholesale req\.;ircmcnts sarvice to affilisted rctail electric utilitics,
including to Granite State Electric Company (GSEC) in New Hampshire. Nﬁ? Séught certain
“eligible facilities”, i.e., EWG, findings from the New Hampshire PLIC pursuvant to PUHCA
§32(c) to enable USGenNE 10 acquire NEBP's generating assets without becoming subject to
PUHCA. NEP stated that USGenNE made the receipt of EWG status a condition to the closing
of the divestiture transaction. |

- PUHCA, § 32(c) provides, in part, that if a ratc or charge for electric energy produced by

2 facility was in effect under the laws of any state as of October 24, 1992, in arder for the'faciliry
to be considered an eligible facility, every slule commission having jurisdiction over any such
rate or charge must make a specific determination that allowing such facility io be an eligibje
facility:

(1) will benefit consumners;

2) is in the public intcrest; and '
2) P G SCHEDULE FAD-27
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PUHCA §32(c) also addresses the case where such rate or charge is a rate or charge of an
affiliate of a repistered holding company.

The New Hampshire PUC granted NEP’s request for these findings relative to those
facilites which NEP wes transferring to USGenNE pursuant to the proposed divestiture
trausaction. The New Humpshire PUC premised its PUHCA §32 findings on the condition that
USGenNE would agree to provide GSEC “Wransition service”™ consistent with the outsome of |
Docket No. DR 98 - 012. (Said docket was created to consider a settlement proposal relative to
GSEC’s complinnce with the electre utility restructuring chapter of New Hampshire statutes,)

- Transition service was intended to (1) be a gencration option for customers who did not choose

to take generation service from a competitive provider and (2) provide GSEC’s customers with

stable prices as the competitive electric market developed. The New Hampshire PUC stated that
by approving the NEP - USGenNE transaction, it was not implying that a similar approach
should be adopted in the case of any other utility. |
111. STAFF'S PROPOSED CONDITIONS |

PUHCA §32(k) states in part that an cleetric utility company may enter inte a contract to
purchase electric energy at wholesale from an exempt wholesale gencrator (EWQ@) that is an
affiliate or associate cotnpany if every slate commission having jurisdiction over the rctaﬂ rates
of such electric utility company determines in advance of the electric utility company entering
into such contract "that such commission has sufficient regulatory authority, resources and
aceess 1o books and records of the electric utility company and any relevant associate, affiliate of
subsidiary company to exercise its duties under this subparagraph.” (Emphasis supplied). Thus,

the Stafl believes that two conditions that should be placed upon the Commission’s approval of

SCHEDULE FAD-27
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UtiliCorp’s Application so that the Commission will not be frustrated in carrying out its statutory
duties should be the following:

(1)  UtiliCorp shall agree to make available to the Commission and its Staff, at
reasonable times and reasonable places, all books and records and
employees and officers of MEPPH and any affiliate or subs:dxary of
UtiliCorp engaged in any activity with MEPPH.

2) MEPPH shall agree w employ accounting and other procedures and
controls rclated to cost allocations and wansfer pricing to ensure and -
facilitate full review by the Commission and its Staff and to prowect
against cross-subsidization of non-MPS businesses by MPS customers.

FERC has jurisdiction over wholesale electric energy transactions. A state commission

must allow, as reasonable operating expenses, costs incurred by a utility as a result of paying a

FERC.determined wholesale rate. Nantshala Power and Light Co v. Thamburg, 476 U.S. 953

(1986). FERC approval of an energy supplier’s rate do¢s not necessarily mean it was reasonable

for the purchascr to incur the expense. A state comniission can challengé the prudence of a
utility's decision to purchase power at & FERC-approved rate under what has become known as

the.Ei ke County docirine. Pike County Light and Power Co. v. Pennsylvaniz Pub. Uil Commn,
465 A.2d 735 (Pa. 1983). The Staff alse would note that a state commission must defer to

certain FERC approved allocations contained in operating or system agreements among affiliatas

i ex rel. Moo

of a registered holding company. Mississi
487 1.8. 354 (1988).

UtiliCorp in its Application in the instant proceeding recognizes and acecepts the
CommiéSion‘s historical approach of not granting pre-appraval of electric resource additions,
wherein Utilit‘.orp states, at paragraph 15 of its Application, as follows:

UtiliCorp understands thar an order containing the findings required by the o
PUHCA with respect to the PSA shall in no way be binding on the Commission | mE

SCHEDULE FAD-27
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'or any party to a fulure rate case to contcst the ratemaking treatment to be
afforded the PSA.

Nonethelesﬁ, there is more than pre-mpproval that is occurring with UtiliCorp’s proposcd

transaction.

As a result of the Nantahala Power and Light Co, and Mississippi Power & Light Cn.
cases, the Staff héiieves that Commission use of the language contained in paragraph 15 of

UtiliCorp’s Application is not an adequate condition to the Comumission making the PUHCA
§32(k) findings. The Staff believes that the following additional condition should be placed
upon the Commission’s approval of UhiliCorp’s Application for an Order respecting the PSA
between tiliCorp and MEPPH. The Commission’s approval of UtiliCorp's Application should

be contingent upon the followi_ng occurrinﬁ:

(3)  UtiliCorp shall agree that an order containing the findings required by the
PUIICA with respect to the PSA shall in no way be binding on the
Commissiop or agy party to a future rate or earnings complaint case to
contest the ratemaking treaunent to be afforded the PSA. UtiliCorp shall
agree that it will not seck to overtum, reverse, set aside, change or enjoin,
whether throngh appeal or the initistion or maintenance of any action in
anly forum, a decision or order of the Commission which pertains to
recovery, disallowance, deferral or ralemaking treatment of any expense,
charge, cost or allocation incurred or accrued by MEPPH or MPS in or as
a result of the PSA on the basis that such expense, charge, cost or
allocation has itself been filed with or approved by the FERC, or was
incurred, pursuant o the PSA,,

Finally, the Staff would recoromend that the Commission adopt the following condition
in order that Commission approval of the instant Application, should that oceur, not be used as

authority for the approval of any subsequent PUHCA §32(k) application:

SCHEDULE FAD-27
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(4)  The Commission's approval of the instant PSA does not imply or assure
approvai aof any future contracts to purchasc clectric cncrgy at wholesale
from an EWG that is an affillate or associate company of an elecrrical
corporation within the Commission’s jurisdiction.

Copies:

Bob Schallcaberp. Director of Utility Services, Missouri Public Service Commission
Gordon Persinger, Director of Research & Public Affairs, Missouri Public Service Commission
Dan Joyce, General Counsel, Missouri Public Service Commission
Bill Washbum, Manager Electric Department, Missouri Public Service Commission
Gary Clemens, Manager Regulatory Services, UtiliCorp United, Inc. :
Jamies C. Swearengen, Brydon, Swearengen & England, P.C.
_ Paul A. Boudreau, Brydon, Swearengen & Englang, P.C.
John B. Coffman, Office of the Public Counsel
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.Office of the Public Counsel Telephone; 573-751-4857
Harry S Truman Building Facsimile; 573-751-5562
Ste. - 250 " Relay Missouri
P.0. Box 7800 1-800-735-2966 TDD

Jefferson City, Missouri 65102 1-800-735-2466 Voice

April 5, 1999

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

Jefferson City, MO 65102

RE: UtiliCorp United, Inc. d/b/a Missouri Public Service
Case No.: EM-99-369

Dear Mr. Roberts:
Enclosed for filing in the above referenced case, please find the original and 14 copies of the
Public Counsel Recommendation. Please “file stamp” the extra enclosed copy and return it to

this office. 1have on this date mailed, faxed, or hand-delivered the appropriate number of copies
to all counsel of record. '

Thank you for your attention to this matter.

Sincerely,
BCAH_
%ﬁbﬁ'ﬂxﬁn
Deputy Public Counsel
JBCijr
GOPY-
Enclosure | | SCHEﬁULE FAD-28
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BEFORE THE PUBLIC SERVICE COMMISSION -
OF THE STATE OF MISSOURI R

In the Matter of the Application of UtiliCorp
United, Inc, under Section 32(k) of the Public
Utilities Holding Company Act of 1935

~ Concerning a Proposed Power Sales Agreement
Between MEP Pleasant Hill, L.L.C. and
UtiliCorp United Inc, d/b/a
Missouri Public Service.

Case No. EM-99-369

PUBLIC COUNSEL RECOMMENDATION

- COMES NOW the Office of the Public Counsel (“Public Counsel”) and for its

recommendation states as follows:

I On March [, 1999, UtiliCorp United, Inc. d/b/a Missouri Public Service
(“Company””} flied an Application requesting that the Public Service Commission
(“Commission”) make specific determinations regarding ra. proposed Power Sales Agreement
(“PSA™). These determinations thet are a prerequisite to approval of the PSA by the Federal
Energy Regulatory Commission (“FERC”).  Federal law (“PUHCA™) requires these
determinations be made by a state commission whenever an electric utility proposes a PSA with
an affiliated exempt wholesale generator (“EWG"). Company is proposing a Power Sales
Agreement (“PSA™) between it and its affiliate MEP Pleasent Hill, LLC. (“MEPPH"). On
March 5, 1999, the Commission requested recommendations regarding the approval or rejection
of UtiliCorp's Aplication by April 5, 1999.

SCHEDULE FAD-28
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2, Company is accordingly requesting that the Commission specifically determine
that it has sufficient regulatory authority:

...the Commission has sufficient regulatory authority, resources
and access to books and records of UtiliCarp and MEPPH to
exercise its duties under section 32(k) of PUHCA to ensure that the
proposed PSA (i) benefits consumers, (ii) does not violate any state
law, (iii) does not provide MEEPPH with any unfair competitive
advantage by virtue of its affiliation with UtiliCorp and (iv) is in
the public interest; (B) authorizing UtiliCorp to enter into, execute
and perform in accordance with the terms and conditions of the
proposed Power Service Agreement by and between MEPPH and
UtiliCorp; (C) authorizing UtiliCorp to enter into, execute and
perform in accordance with the terms of all documents reasonably
necessary and incidental to the performance of the transactions
which are the subject of this Application; and (D) granting such
other authority as may be just and proper under the circumnstances.
(Application, pp. 6-7).

3. Public Counsc rccommends that the Commission make these requested
determinations only upon certain conditions. The fact that Company is proposing a PSA with an
affiliate (MEPPH) raises concems that it may not be in the public interest. Public Counsel
believes that the Commission should ensure that the cost advantage purported to be gained from
this transaction is not outweighed by the potential negative impacts to Company’s captive
ratepayers. It is not as simple to monitor and determine the impact on the public from such an
affiliate transaction as it is when the transaction occurs between entities that are wholly scparate.
The monitoring of yet another affiliate transaction will require the expenditure of additional

regulatory resources.

4. Public Counsel is also concerned about the potential detrimental effects on
wholesale and retail markets in Company’s region. Such detrimental effects could develop as a
result of an over-concentration of the ownership of generation facilities. As market power is

SCHEDULE FAD-28
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accumulated under one parent company, the potential harm to consumers in a future competitive i
retail marketplace grows. |
5. Because of the concerns raised about the structure of the proposed PSA, Public

Counsel urges the Commission to make the requested determinations in a ve:y specific manner,
Particularly, the Couuniséion should require Company to assure the Commission that it would
'7 still retain jurisdiction over any and all generation costs that would be passed on to its regulated
customers through retail rates. Compaay should also acknowledge that FERC jm'iséicﬁon does
not supercede the Commission’s ability to review and disaliow any pur__c_h_ased power costs that
are found to be imprudent ﬁr unreasonable after a proper review and hearing on the prudency of
the costs and rate impact of such costs. In particular, Public Counsel has concems that the
pricing adjustment pfovisions contained in subsections (a) and (b) of section 5.1 of Article §

constitute an inappropriate shifting of risk to the purchaser, UtiliCorp United, Inc.

6. . Furthermore, Company should assure that the Commission. and Public Counsel
have full and unfettered access to all the books and records of Campany; and MEPPH in order to
protect the public interest.

WHEREFORE, Public Counsel respectfully submits its recommendation that the
Commission apprbve the proposed application only if it receives the specific assurances set out

above from Company and MEPPH,

SCHEDULE FAD.23
Page 4 of 5



= HERL, 3.12792 T 4

BY:

OrS LUy DWNEMTRLE ac) 1y o Dl IO s PR

Respectfully submitted,
OFFICE OF THE PUBLIC COUNSEL

B Eg~

John B. Coffman (Bar No, 36591)
Deputy Public Counsel

Herry S Truman Bldg., Suite 205
301 West High Street, Box 7800
Jefferson City, MO 65102
Telephone:  (573) 751-5565
Facsimile: (573) 751-5562

CERTIFICATE OF SERVICE

I hereby certify that the foregoing document has been either faxed, mailed, or hand-delivered to
the following counsel of record on this 5th day of April, 1999:

Dana K. Joyce -

General Counsel ,

Missouri Public Service Commission
P, 0, Box 360

Jefferson City, MO 65102

Gary Glemens

UtiliCorp United, Inc.
10700 East 350 Highway
Kansas City, MO 64138

GO Cof
7 7/

James C. Swearengen // Paul A. Boudreau
Brydon, Swearengen & England, P.C.,

312 East Capitol Avenue, Box 456
Jefferson City, MO 65102-0456
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(202 8975635 . . WASHINGTON, DC 200041109
May 6, 1999 ‘ : TEL (202) 637-5600

JRLILYESTROM@HHLAW. COM
FAX (202) 637-5910

CONTAINS PRIVILEGED INFORMATION — DO NOT RELEASE

BY HAND DELIVERY

The Honorable David P. Boergeré

Secretary
Federal Energy Regulatory Commission

888 First Street, N.E.
Washington, D.C. 20426

MEP Pleasant Hill, LL.C Docket No. ER99- 2347 (Power Sales
" Agreement) '

Re:

Dear Secretarj' Boergers:

MEP Pleasant Hill, LL.C ("MEPPH") and UtiliCorp United Inc.
(“UtiliCorp”), on behalf of its Missouri Public Service ("MPS") operating division,
hereby jointly transmit to the Federal Energy Regulatory Commission
(“Commission”) in the above-captioned proceeding an original and five copies of a
Power Sales Agreement between MEPPH and UtiliCorp d/b/a MPS dated February

22, 1999. o
The Power Sales Agreement provides for the sale by MEPPH to MPS of
320 MW of capacity and associated energy for the period June 1, 2001 to September
30, 2001; 200 MW of capacity and associated energy for the months of January
through March of the years 2002 through 2005 and the months of October through .
December of the years 2002 through 2004; and 500 MW of capacity and associated
energy for the months of April through September of the years 2002 through 2004
and for the months of April and May in the year 2005. The capacity and energy will
be from a generating facility to be constructed, owned and operated by MEPPH at a
site in Pleasant Hill, Missouri. MEPPH is today filing an application for Exempt
Wholesale Generator ("EWG") status with respect to the Pleasant Hill facility. The

Power Sales Agreement contains market-based rates.
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MEPPH is a subsidiary of UtiliCorp. Therefore, the sale to MPS is an
affiliate transaction that must be ﬁled with the Commission under section 205 of

the Federal Power Act.
The Power Sales Agreement inciudes the following prices for capa.city:

1 320 MW for the period June 1, 2001 - September 30, 2001 -
$5.70/kW-month

_ 2. the initial 200 MW for the period January 1, 2002 - May 31,
2005 - $5.90/kW-month ,

3. the additional 300 MW for the periods April 1, 2002 - September
30, 2002; April 1, 2003 - September 30, 2003; April 1, 2004 - September 30, 2004;
and April 1, 2005 - May 31, 2005 - $7.50/kW-month

Energy is supplied pursuant to a tolling arrangement. MPS will

supply, at its own expense, the natural gas necessary to generate energy for
delivery under the Power Sales Agreement. In addition, MPS will pay MEPPH

$1.25 per MWh (in 1998 dollars). MPS is also respon51ble for the actual costs of
transmission. 1/ .

 As explajned herein and in the attached affidavit of Frank A.
DeBacker, Vice President - Fuel and Purchased Power for UtiliCorp, the MPS

decision to purchase energy and capacity from MEPPH and the terms and
conditions of the Power Sales Agreement were considered and negotiated strictly at

arms' length. MPS determined, after a lengthy capacity and energy procurement
process, that the MEPPH offer represents the lowest-cost option for such purchase.
As such, the instant contract satisfies the requirements of the Commaission for
demonstrating that an affiliate power sale is just and reasonable and not unduly
discriminatory.

: On April 22, 1999, the Public Service Commission of the State of
Missouri ("MPSC") issued an order approving the Power Sales Agreement, finding
that the Agreement is in the public interest, and making the other specific findings
required pursuant to section 32(k) of the Public Utility Holding Company Act

("PUHCA", 18 U.S.C. § 79z-5a(k) (1994).
| Communications concerning this filing should be addressed to each of

the following:

1/ MEPPH has separately executed a transmission interconnection agreement
- with MPS that will be filed with the Commission at a later date.
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On behalf of MEPPH:

John B. O'Sullivan

Chadbourne & Parke LLP

1200 New Hampshire Ave., NW.
Washington, D.C. 20036

Rob H. Freeman

Vice President - Capital
Finance/Legal Affairs

Agquila Merchant Energy Partners

10750 East 350 Highway

Kansas City, Missouri 64138

On behalf of UtiliCorp:

Laurie J. Hamilton John R. Lilyestrom

Vice President - Regulatory Services Hogan & Hartson L.L.P.
UtiliCorp United Inc. Columbia Square

10700 East 3560 Highway 555 13th Street, N.-W,

Kansas City, Missouri 64138 Washington, D.C. 20004-1109

(816) 737-7151 (202) 637-5633

List Of Documents Submitted

This filing consists of (1) this letter, (2) the Power Sales Agreement,
(3) the affidavit of Frank DeBacker demonstrating that the Power Sales Agreement
was negotiated at arms’ length and represents the least expensive supply option
available to MPS for the 2001-2005 period, (4) the April 22, 1999 order of the MPSC
approving the Power Sales Agreement, and (5) a form of notice smtable for

publication in the Federal Register.
Proposed Effective Date

Pursuant to 18 C.F.R. § 35.11 (1998), UtiliCorp requests waiver of the
prior notice requirement to permit the Power Sales Agreement to be made effective
June 1, 2001. 2/ UtiliCorp and MEPPH are filing the Power Sales Agreement at
this early date in order to ensure that the required regulatory authorizations are in
hand before substantial expenses are incurred with respect to the construction of
the Pleasant Hill facility. MEPPH has already begun incurring such expenses and
expects that the expenses will increase dramatically in July and August of this
yvear. Ordering of major equipment, with associated reservation payments, is under

2/ June 1, 2001 is the scheduled date for initial deliveries of energy and capacity
under the Power Sales Agreement. Other obligations under the Power Sales
Agreement that do not involve the jurisdictional delivery of energy or capacity

become effective prior to June 1, 2001.
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division. UtiliCorp provides retail electric service to customers in British Columbia,
Canada through its subsidiary West Kootenay Power Ltd. UtiliCorp also provides
retail electric service to customers in the Waikato region of New Zealand and
suburban areas of Melbourne, Australia through ownership interests held by

+ UtiliCorp subsidiaries.

MEPPH, an indirect, wholly owned subsidiary of UtiliCorp, is a Iimited
liability company organized under and by virtue of the laws of Delaware. MEPPH's
direct parent is MEP Investments, LL.C. MEP Investments, LLC has filed with the
Commission an application for authorization to sell energy and capacity at market-
based rates. That application is currently pending in Docket No. ER99-2322-000.

' The Commission has previously concluded that UtiliCorp and its affiliates lack

market power in any relevant generation market and have adequately mitigated
transmission market power by having open access transmission tariffs on file with
the Commission. 3/ The Commission has further concluded that barrier to entry
considerations do not preclude the sales of power at market-based rates by

UtiliCorp and its affiliates.
Required PUHCA Findings -

‘Pursuant to section 32(k) of PUHCA, an electric utility company (such
as MPS) may enter into a contract to purchase electric energy at wholesale from an
affiliated EWG (such as MEPPH) only if the state commission(s) with jurisdiction
over the electric utility company's retail rates make certain specified findings. On
March 1, UtiliCorp filed the Power Sales Agreement with the MPSC, requesting
that the MPSC issue an order with the required findings. On April 22, the MPSC
approved UtiliCorp's application, and made the following required findings:

[fIn compliance with Section 32(k) of the Public Utility
Holding Company Act of 1935, the [MPSC] determines
that:

a) the [MPSC] has sufficient regulatory
authority, resources and access to books and
records of UtiliCorp United Inc., MEP
Pleasant Hill, L.L.C. and any relevant
associate, affiliate or subsidiary company to
exercise its duties under subparagraph (k) of
Section 32 of the Public Utility Holding
Company Act of 1935;

3/ UtiliCorp United Inc., 85 FERC § 61,343 (1998).
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b) the transaction will benefit consumers;

c) the transaction does not violate Missouri
law; ' ‘

d)  the transaction would not provide MEP "~
Pleasant Hill, L.L.C. with any unfair
competitive advantage by virtue of its
affiliation or association with UtiliCorp
United Inc.; and

e) the transaction is in the public interest. 4/

A copy of the MPSC order is attached to this application.

Affiliate Abuse/Reciprocal Dealing

Pursuant to 18 C.F.R. § 35.27 (1998) of the Commission's regulations,

a public utility seeking to make sales for resale at market-based rates from
generation to be constructed on or after July 9, 1996 is not required to make any
showing of a lack of market power. Therefore, the only issue before the Commission .
in considering the Power Sales Agreement is whether the agreement is the result of
improper self-dealing or affiliate abuse. The Commission has explained that "in
cases where affiliates are entering agreements for which approval of market-based
rates is sought, it is essential that ratepayers be protected and that transactions be
above suspicion in order to ensure that the market is not distorted.” 5/ As explained
in the attached affidavit of Frank A. DeBacker, the Power Sales Agreement
represents the lowest cost capacity and energy supply option available to MPS
following an extensive arms' length RFP process. At all times during the process,
MPS treated MEPPH as it would any unaffiliated third party.

The Power Sales Agreement represents the lowest cost supply option
for MPS and its ratepayers for the period from June 1, 2001 to May 31, 2005. 6/ Of

4/ In the matter of the Application of UtiliCorp United Inc., Case No. EM-99-

369, slip op. at 3 (April 22, 1999)
5/ Boston Edison Co. Re: Edgar Electric Energy Co., 55 FERC { 51,382, at
62,167 (1991). ‘

6/ In Boston Edison, the Commission described three nonexclusive examples of
ways to demonstrate lack of affiliate abuse: (1) evidence of direct head-to-head
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the eight proposals submitted in response to the MPS RFP, only MEPPH's proposal
met all of the seven criteria specified in the RFP. Moreover, following rigorous
analysis, MPS determined that the final MEPPH proposal was the lowest cost

option offered. 7/

Moreover, Mr. DeBacker explains that the pricing in the Power Sales
Agreement is significantly below current market prices for the summer 1999 and
2000 periods, and prices can be expected to increase for the summer 2001 period as
capacity margins become even tighter. Significantly, the MPSC, the regulatory
body with the primary responsibility to protect the interests of MPS's retail
customers, has concluded that the Power Sale Agreement is in the public interest.

Thus, in addition to the protections against affiliate abuse resulting
from the RFP process, current market indicia indicate that the Power Sales
Agreement represents relatively low-cost capacity and energy for the 2001 to 2005
period. As such, the Power Sales Agreement is just and reasonable and not unduly
discriminatory. For all of these reasons, MEPPH and UtiliCorp request that the
Commission accept the Power Sales Agreement for filing without modification.

In addition, MEPPH is today filing in a separate docket a rate
schedule to permit sales of excess capacity and energy from the Pleasant Hill
facility to non-affiliated third parties at market-based rates. That filing contains a
code of conduct governing MEPPH's interactions with its franchise public utility
affiliates. The code is essentially the same as the code on file with the Commission
for AEMC. One modification to the AEMC code is to permit MEPPH and MPS to
share scheduling and other operational information regarding the Pleasant Hill
facility to the extent necessary to implement the Power Sales Agreement.

competition between the seller and competing unaffiliated suppliers in either a

formal solicitation or in an informal negotiation process; (2) evidence of the prices

that nonaffiliated buyers were willing to pay for similar services from the seller; or

(3) benchmark evidence of the market value, based on both price and nonprice |
terms and conditions, of contemporaneous sales made by nonaffiliated sellers for

similar services in the relevant market. As described above, Mr. DeBacker provides

extensive evidence under option (1), as well as evidence of current market prices

under option (3).
i/ As Mr. DeBacker explains, MEPPH's proposal was split into two separate

gomponents. The initial portion, for the period from June 2000 to May 2001, is
covered by a separate agreement with another UtiliCorp affiliate. That agreement

is before the Commission in Docket_No. ER99.2235-000.
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REQUEST FOR PRIVILEGED TREATMENT

Certain exhibits to the attached affidavit of Frank DeBacker contain

privileged information. Pursuant to Section 388.112 of the Commission’s
regulations, Applicants request privileged treatment for Exhibits 3-9 to.Mr.
DeBacker's affidavit. Because these exhibits contain highly sensitive and
confidential commercial information regarding offers of third parties to sell MPS
energy and capacity, the disclosure of which would harm Applicants and the
affected third parties if publicly released, it is exempt from the mandatory public
disclosure requirements of the Freedom of Information Act. Undersigned counsel
should be contacted with respect to any matters related to this request for
privileged treatment of Exhibits 3-9. As required under Rule 388.112, the original
copy of this filing, containing all confidential privileged information, is filed under
seal. The five copies are filed with the privileged information removed, with the

required indications where such information has been removed.

Respectfully submitted,

S

John R. Lilyestrom
Cou_nsel for UtiliCorp United Inc.

Attachments
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

MEP Pleasant Hill, LLC ) Docket No. ER99-__

NOTICE OF FILING

Take notice that on May 6, 1999, MEP Pleasant Hill, LLC ("MEPPH") and
UtiliCorp United Inc. (“UtiliCorp”), on behalf of its Missouri Public Service ("MPS")
operating division, jointly filed a Power Sales Agreement between MEPPH and

~UtiliCorp (MPS) dated February 22, 1999.

Any person desiring to be heard or to protest said filing should file a motion
to intervene or protest with the Federal Energy Regulatory Commission, 888 First
Street, N.E., Washington, D.C. 20426, in accordance with Rules 211 and 214 of the
Commission’s Rules of Practice and Procedure (18 C.F.R. §§ 385.211, 385.214). All
such motions or protests should be filed on or before
1999. Protests filed with the Commission will be considered by it in determmmg
the appropriate action to be taken but will not serve to make the protestants parties
to the proceeding. Any person wishing to become a party must file a motion to
intervene. Copies of this ﬁlmg are on file with the Commission and are available

for public inspection.

David P. Boergers
Secretary
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UNITED STATES OF AMERICA
, BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

MEP Pleasant Hill, LLC ) Docket No. ER99-_____

AFFIDAVIT OF
FRANK A. DEBACKER

STATE OF MISSOURI )
_ )
COUNTY OF JACKSON )

The undersigned, being first duly sworn states as follows:

I, Frank A. DeBacker, to the best of my knowledge and belief, hereby

attest to the following:

1. I am employed as Vice President - Fuel and Purchased Power for UtiliCorp
United Inc. ("UtiliCorp"). My business address is 10750 East 350 Highway,
Kansas City, MO 64138. I am responsible for arranging and negotiating long-
term power supply purchases for UtiliCorp's regulated utility operations and
fuel supply for UtiliCorp's regulated coal-fired generation facilities.

2. The purpose of this affidavit is to describe the proéess that led to the negotiation
and execution of the Power Sales Agreement between MEP Pleasant Hill, LLC

("MEPPH") and UtiliCorp ("MPS") dated February 22, 1999. This affidavit
summarizes the evaluation process and the results of the supply side resource
acquisition process for UtiliCorp's Missouri Public Service division ("MPS")

begun in May, 1998 to met MPS capacity needs beginning June 1, 2000.

3. MPS will face a signiﬁc;émt capacity shortfall beginning in June 2000 due to the
expiration of two. of its three purchase power contracts (from Kansas City Power

& Light and Associated Electric Cooperative). The total capacity provided by
these two contracts is 280 MW. Another contract, with Union Electric Company
("UE"), for 115 MW of capacity terminated on March 1, 1999. A summary of the
MPS loads and resources forecast showing the capacity shortfall is included as

Exhibit 1.
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4. In order to meet both the capacity shortfall triggered by the expiration of the
above contracts and projected increases in load, MPS issued a Request for
Proposal ("RFP") for additional supply side resources on May 22, 1998.
Proposals were due on July 8, 1998. As originally issued, the RFP solicited
proposals to meet the projected capacity and energy needs for the June, 2000 to
May, 2004 time period. A copy of the original RFP is included as Exhibit 2.
Neither MEPPH nor any other UtiliCorp affiliate that was a potential bidder

. had any involvement whatsoever in the development of the RFP.

5. Eight proposals were received in response to the RFP. Brief summaries of each
proposal together with the original proposal and subsequent revisions are
contained in Exhibit 3. Given the commercially sensitive nature of the
proposals, I will refer herein to respondents other than UtiliCorp's affiliate
Aquila Energy Marketing Corporation ("AEMC") 1/ by letter. Exhibit 4 to my
affidavit, which will be filed under seal, identifies each of these seven parties.

6. In order that evaluation criteria be consistently applied to all proposals, the RFP
contained specific requirements in the following areas:

A. Resource Specific: Bidder must be able to name the specific resource(s)
which would supply the capacity and energy.
“Financially Firm” proposals were not acceptable.

B. Buyout Option:  Proposal must offer the option to decrease the capacity
commitment at a future date, ‘

C. Delivery Point:  Proposals shall include the cost of transmission from
the resource to the borders of the MPS transmission

system.

D. Capacity Pricing: Capacity price shall be known and fixed for each
period. An indexed capacity price was not acceptable.

E. Energy Pricing: The energy pricing formula must be such that MPS
would know the cost of energy prior to submitting an

energy purchase schedule.

F. Availability: Availability of capacity and energy must be
guaranteed with reductions in capacity payments for
failure to meet guarantee levels.

1/ As explained below, AEMC eventually assigned the portion of its bid far the period from June 1, 2001 to
May 31. 2005 to another UtiliCorp affiliate, Merchant Energy Partners, which in tumn established MEPPH as the

o entity to perform under the Power Sales Agreement.
2 SCHEDULE FAD-29
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G. Contract Term Four years or less. : .

MPS selected these criteria to ensure that the purchased capacity and energy
would meet MPS' needs while minimizing the risks of excessive costs for MPS
ratepayers. The criteria called for relatively fixed prices for energy and capacity
from designated specific resources. The criteria were not designed to favor any
particular power supplier, either MEPPH or anyone else.

7. The following table shows how the each of the eight proposals complied with or
otherwise addressed each of the seven criteria listed above. As can be seen from
the table, only the AEMC proposal complied with all criteria. All remaining
proposals did not comply with one or more of the criteria.

Proposal Compliance with RFP Criteria

Bidder Name Criteria
A B C D E F G
AEMC Y Y Y Y Y Y 14
Party B Y N Y Y Y N 4
Party C Y A Y Y Y Y 10
| Party D Y ¥ N Y Y N 3
| Party E Y N N Y Y N 3
Party F Y A N Y Y Y 3
Party G Y Y Y Y Y N 4
Party H Y N Y Y Y A 4

Notes: Y = Yes, N = No, A = Addressed but no specific terms
Parties C, D, E, and F contract terms begin 6/1/2001.
Only AEMC and Parties B, G, and H are available

beginning 6/1/2000.

8. The unanticipated supply shortages and subsequent increase in market price
and volatility of the summer of 1998 had significant impact on critical elements
of the resources selection and evaluation process. The more important events
are described below. Exhibit 5 contains a chronology of the evaluation process

and provides added insight into the evaluation process.

9. The changing wholesale market gave rise to the following events which had
significant impact on the evaluation process.

A. In mid-September 1998, UtiliCorp formed Merchant Energy Partners -
("MEP"), a subsidiary formed to develop, own and manage UtiliCorp's
portfolio of EWG, IPP and cogeneration facilities. At that point, the
portion of the AEMC proposal for the period June 1, 2001 to May 31,
2004 was assigned to MEP. MPS considered MEP to be an external
entity that wished to supply power to MPS and as such we treated MEP

'3
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in the same manner and subjected its proposal to the same evaluation
process as any other proposal submitted to MPS. MPS had treated
AEMC as a third party from the beginning of the process and continued

to do so.

B. In mid-October, Party D notified MPS that it was undergoing changes in
its organizational structure and would no longer be able to honor its
proposal. It assigned its proposal to the parent of Party E who was one of
the original bidders. Party D was subsequently purchased by another

company and ceased to exist.

C. Party C would not accept a contract term of less than ten years and was
not comfortable with committing to a fixed price given the increasing
price of generation equipment. As a result, it withdrew its proposal in

mid September.

D. Party H decided that it needed at least a seven year contract term and
was not comfortable owning assets which would be far from its
operational base. As a result, it withdrew its proposal in mid November.

E. In early September, 1998, UtiliCorp reached tentative agreement to
purchase the excess capacity of Sunflower Electric Cooperative of Hays,
KS. This potential resource became a candidate to meet a portion of the
capacity needs of MPS in both 2000 and 2001. These agreements were
subsequently finalized and executed and filed with and approved by the
Kansas State Corporation Commission. Because the Sunflower contracts
are now publicly available, I will refer to Sunflower herein by name.

10.As a result of the above events, the remaining power supply options available to
MPS were those shown in the following table.

MPS Final Supply Side Options
[ June 1, 2000 - May 31,  June, 2001 - May 31,

2001 2004
AEMC Party E
Party G MEP
Sunflower Party F
Party B Party G
Sunflower (2001 only)

11.Preliminary analysis of the proposals conducted in July and early August, 1998
by the independent engineering and consulting firm of Burns & McDonnell
indicated that one of the three following portfolios would offer the lowest cost
supply side resources in the 2000 - 2004 time frame:

4 SCHEDULE FAD-29
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A. AEMC (2000 only) and a purchase contract with Party C (2001+) |
B. AEMC (2000 only) and a purchase contract with an Exempt Wholesale :

Generator affiliate of UtiliCorp United Inc. (MEP) )
C. AEMC (2000 only) and purchase contracts with Parties D, F, G, and H.

12.The results of the preliminary analysis were presented to the staff of the
Missouri Public Service Commission ("MPSC") and the Office of Consumer
Council ("OCC") on August 24, 1998. A copy of the August 1998 report by Burns

& McDonnell is included in Exhibit 6.

13.As a result of the preliminary evaluation, the proposal from Party B was -
dropped from active evaluation due to its high capacity price and the fact that it

was not a component of any of the low cost portfolios.

14.In mid-August 1998, it became evident that the analysis process was being
complicated by the energy price volatility and equipment shortages resulting
from the sharp increase in the spot market price of energy in June and July,
1998. As a consequence, in early September 1998, MPS requested that all
bidders reconfirm their interest in being a power provider to MPS and to update

their proposals.

15.At that time, except for Parties B and G and AEMC, all of the original bidders A
indicated that they could no longer meet the June 2000 in service date requested
in the RFP. Due to the dwindling field of potential suppliers for the capacity
needs in the year 2000, analysis efforts for the remainder of September and
early October were focused on filling the 265 MW capacity shortfall in the

summer of 2000.

16.Thus, for the June 2000 to May 2001 time period, we identified three viable
supply options:

A. AEMC (up to 135 MW)
B. Party G (up to 100 MW)
C. Sunflower Electric Cooperative (up to 120 MW)

17.As explained in my affidavit filed in Docket No. ER99-2235-000, we determined
that the lowest cost supply option for the June 2000 to May 2001 time period
was a combination of supply from AEMC and Sunflower. AEMC filed with
FERC its power sales agreement with MPS in Docket No. ER99-2235-000.

18.With respect to the supply options for the period after May 2001, on November 6,
1998 MPS requested that all bidders submit final proposals by November 30,
1998. Of the four possible suppliers, only Party E and MEP chose to update and

3 SCHEDULE FAD-29
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resubmit their proposals. Both bidders proposed to construct generation
facilities on the MPS system.,

19.The Party E proposal was for a seasonal peaking capacity contract with a term
of five years. The contract would provide 500 MW to MPS in the months of June

through September and 200 MW in the remaining months.

20.The MEP proposal was for a seasonal intermediate capacity contract with a term
of four years. The contract would provide 500 MW to MPS in the months of

April through September and 200 MW in the remaining months.

21.MPS negotiated with both bidders through December and early January with
both bidders being given several opportunities to modify and clarify their

respective proposals.

22 Party E submitted its final proposal on January 6, 1999 while MEP submitted
its final revision to its proposal on January 12, 1999. On January 14, 1999,
Party E was given a final opportunity to improve its proposal and declined to do

§0.

23. At al] times during the contract development process (beginning prior to the
issuance of the original RFP and extending through the date of contract
execution), I treated MEP as the equivalent of an unaffiliated third party. To
ensure that the transaction would not be tainted in any way by the affiliate
relationship, whenever MEP modified its proposal, I gave the remaining
unaffiliated bidders the opportunity to match the MEP offer. As a result, I
believe that the Power Sales Agreement is free from any possibility of affiliate

favoritism.

24.The best and final offers from both bidders were modeled in MPS’ production
costing software and the annual energy supply costs calculated. The annual
capacity costs and gas transportation costs were calculated outside the
production costing model and were added to the energy supply costs to
determine the total annual power supply costs. The assumptions for natural gas
commodity and transportation costs as well as market energy price assumptions

are contained in Exhibit 7.

25.In addition to evaluating the final proposals from Party E and MEP, MPS
recalculated the power supply costs for Case 4, the lowest cost option in the
Burns & McDonnell analysis of August 1998. A summary of the results from the

base analysis are shown in the following table.
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Evaluation Results for June 2001 - May 2005

Supply Side Analysis
NPV in 2001 $x1,000
Without With
Off System Sales Off System Sales
Merchant Energy Partners 467,982 442,894
' Party E 467,117 453,535
Case 4 520,660 497,665

27.7To test the sensitivity to both natural gas and market energy prices, several
different scenarios were created by combining different rates of natural gas price
escalation with both low, base and high market energy prices. These scenarios
were then analyzed using the MPS production costing model. The results of the
sensitivity analysis produced the same results as that obtained in the base case.
Summaries of the results for these cases as well as for the base analysis are -

,contamed in Exhibit 8.

28. As a final check on its methodology and results, MPS engaged Burns &
McDonnell to verify the results of the analysis. The analysis performed by .
Burns & McDonnell verified the methodology and results obtained by MPS. A

copy of the report is included in Exhibit 9.

29. The results of the analysis clearly show that the MEP proposal is the superior
supply side resource option available to MPS at this time.

30.In addition, based on my current expérience, the pricing in the Power Sales
Agreement is significantly below current market prices for the summer 1989 and
2000 periods, and prices can be expected to increase for the summer 2001 period

as capacity margins become even tighter.

31.Thus, based on the analysis conducted by both MPS and Burns & McDonnéll,
the preferred supply side resource plan to meet the capacity and energy needs of

MPS in the June 2000 - May 2005 time period is as follows:

A. Purchase 135 MW from AEMC for the June 2000 - September 2000 time
. period.
B. Use 130 MW of the Sunflower contract for MPS needs for the June 2000 to
May 2001 time period.
C. Use 115 MW of the Sunflower contract for MPS needs for the June 2001 to

May 2002 time period.
SCHEDULE FAD-29
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D. Enter into a PPA with MEP which will provide 320 MW during the
months of June - September 2001 and provide 500 MW during the months
of April to September and 200 MW in the remaining months of the

- January 2001 - May 2005 time period.
E. Purchase incremental capacity needs through short term contracts.
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A
Dated this é/ day of May, 1999.

Franl AP e

_ T .
SUBSCRIBED AND SWORN TO before me this 1/-" day of May, 1999.

Notary Public for the State of Missouri

Commission Expires:

%g; 22 2007
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UNITED STATES OF AMERICA 88 FERC O 61,027
FEDERAL ENERGY REGULATORY COMMISSION

James J. Hoecker, Chairman; )
Vicky A. Bailey, William L. Massey,
Linda Breathitt, and Curt H3bert, Jtr.

Before Commissioners:

MEP Pleasant Hill, LLC } - Docket No. ER99-2833-000

ORDER ACCEPTING FOR FILING
PROPOSED RATE AGREEMENT FCOR SALE OF CAPACITY
AND ENERGY AT MARKET-BASED RATES

{Issued July 2, 1998)

In this order, we accept for filing, without suspension or
hearing, the proposed market-based power sales agreement filed by
MEP Pleasant Hill, LLC (Applicant}, an affiliate of UtiliCorp

United Inc. (UtiliCeorp).

Background

On May 6, 1999, Applicant and UtiliCorp jointly filed a
request for approval of a Unit Power Sales (UPS5) Agreement which
provides for the sale of capacity and energy te UtiliCorp at

market-based rates. 1/ -

Applicant proposes to construct a 600 MW generating facility
in Pleasant Hill, Missouri in order to supply the capacity and
energy to UtiliCorp. The proposed UPS rate includes a capacity
‘charge which ranges from §5.70/kW/month to $7.50/kW/month.
UtiliCorp will pay for the natural gas used or the equivalent
avoided, fuel cost to operate, the generators, as well as an energy
charge of 1.25 mills/kWh and will reimburse the actual
transmission charges paid under the appropriate open access
tariffs. Applicant requests an effective date of June 1,

2001. 2/

1/ Applicant had requested market-base rate authority for
sales to non-affiliates in Docket No. ER99-2858-000.
This reguest was granted by a letter order, issued June
17, 1999. Cleco Trading and Marketing LLC, et al.
87 FERC d 61,311 (1999). Applicant's application for
Exempt Wholesale Generator status in Docket No. EG99-
141-000 was granted by an order issued under delegation
of authority, 87 FERC O 62,337 (1999).

2/ Under the UPS Agreement, either party may terminate the

proposed contract if Commission approval is not
(continued...)
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Applicant states that the UPS agreement resulted from a
competitive bidding process that involved seven other potential
suppliers, including Aguila Energy Marketing Corporation (Aguila)
-- another UtiliCorp affiliate which recently received approval
for a sale to UtiliCorp. Applicant argues that this process is
an adequate safequard to mitigate the potential for self-dealing.

Applicant claims that its market-based rate proposal
satisfies the standards set forth in Boston Edison Re: Edgar
Electric Energy Company, 55 FERC O 61,382 (1991) (Edgar)}, where
the Commission concluded that, when a subsidiary proposes to sell
power. under "market-based" rates to another affiliate who serves
captive ratepayers, the seller must demonstrate that the buyer
will pay no more than a non-~affiliate would pay for comparable
power (i.e., has not preferred its affiliate without
justification). In Edgar, the Commission noted several ways for
a utility to show that it has not unduly favored its affiliate:
(1) a utility could show that the prices it was paying its
affiliate were no higher that those non-affiliated buyers were
willing to pay its affiliate; (2) a utility could show that the
prices it was paying its affiliate were no higher than those
other sellers were able to demand from non-affiliates; or (3]
utility could show that the transaction was the product of a
properly structured competitive bidding process. 55 FERC at
.62,168-69; Aquila Energy Marketing Corp., 87 FERC O 61,217 at

, slip op. at 2-3 & n.9 (1899}, .

a

Applicant explains that UtiliCorp conducted a competitive
solicitation for capacity ranging from 325 MW in 2000 to 650 MW
in 2004 and evaluated bids based on seven transaction-specific
criteria. 3/ By July 3, 1998, eight parties responded to the
solicitation: Aquila, Basin Electric Cooperative (Basin Coop},

2/{...continued)
obtained by July 21, 1539.

3/ The bid evaluation criteria were: (1) the bidder must
name a specific resocurce which would supply the
capacity and energy (financially firm proposals were
not acceptable); [2) the proposal must offer a buyout
option to decrease the capacity commitment at a future
date; {3) the proposal should include the cost of
transmission to the borders of UtiliCorp’'s transmission
system; (4) the capacity price must be known and fixed
(indexed capacity prices were not acceptable); (5} if
energy pricing formulas were proposed, UtiliCorp must
know the cost of energy prior to submitting its energy
schedules; (6) availability of capacity and energy must
be guaranteed with reductions in capacity payments for
failure to meet guaranteed levels; and {(7) the contract

term must be for four years or less.

L)
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LS Power, LLC. (LS Power)}, NP Enerqgy, Inc. (NP Energy), NorAm

. Energy Services, Inc./Houston Industries {Houstcn}, Southern
Company Energy Marketing, New Century Energies (New Century)}, and
Carolina Power & Light Company (Carolina P&L). Applicant asserts
that UtiliCorp alsc considered as an eighth option the
construction of its own generating unit to be owned by Merchant
Energy Partners (MEP), a newly-formed subsidiary of UtiliCorp
that will own and manage UtiliCorp's portfolio of generation

projects.

According to Applicant, after seliciting a request for final
proposals, UtiliCorp received confirmations from Applicant and
Houston Industries (Houston}.. Both bidders proposed to construct
generation facilities on the UtiliCorp system. 4/ In the final
phase of the bidding, an independent energy consulting firm
determined that: Applicant was the only bidder that met each of
the seven criteria established by UtiliCorp; the total costs for
Applicant's proposal were consistently more favorable than
Houston's in all scenarios but cone case; and in that one case the

costs were virtually the same.

Applicant states that it is requesting waiver of the advance
notice requirement of the Commission's regulations in order to
ensure that the required regulatory authorizations are in hand
before substantial expenses are incurred with respect to the
construction of the Pleasant Hill facility.

Notice of Applicant's filing was published in the Federal
Register, 64 Fed. Reg. 27,777 {1999), with comments, protests and
interventions due on or before May 26, 1999. None was filed.

Discussion

The Commission finds, on the record before it, that
Applicant has demonstrated that the rates in the UPS
Aqreement are no higher than the price UtiliCorp would have
paid to purchase powér from a nonaffiliate and that the
process which resulted in the UPS Agreement satisfies the
requirements set forth in Edgar. Accord, Aquila, 87 FERC at

, Slip op. at 3-5.

The Commission finds good cause to grant waiver of
Section 35.3(a) of its regulations to alleow the agreement to

4/ Applicant states that UtiliCorp decided to consider the
initial transaction period (June 2000-May 2001) as a
separate transaction, and decided to enter into a four
month agreement with Aquila and Sunflower Electric
Cooperative (Sunflower), to meet part of its near-term
needs. The filing at issue here reflects Ut;llCorp s
remaining long term purchase need.

!
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effective date.” Accordingly, the Commission will accept the
UPS Agreement for filing and allow it to go inte effect,
without suspension or hearing, on June 1, 2001.

- i

The Commission orders:
(A} Waiver of section 35.3{a) of the regulations is
hereby granted.

(B) The agreement submitted by MEP Pleasant Hill, LLC
is hereby accepted for filing, without suspension or
hearing, to become. effective on June 1, 2001.

(C) MEP Pleasant Hill, LLC is hereby informed of the
rate schedule designations shown on the attachment to this

order.

By the Commission.

{ SEAL)

David P. Boergers,
Secretary.

Docket No. ER99-2833-000 -5 -
Attachment
MEP Pleasant Hill, LLC
Docket No. ERS9-2833-000
Rate Schedule Designations

Designations
Description

Service Agreement No. 1

Unit Power Sales with
under FERC Electric Tariff,

UtiliCorp United, Inc.
Original Volume No. 1
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