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MINUTES OF THE HOUSE COMMITTEE ON UTILITIES.

The meeting was called to order by Vice Chairman Tom Sloan at 9:07 a.m. on January 24, 2002 in Room 526-
S of the Capitol.

All members were present except:  Representative Gene O’Brien

Committee staff present: Robert Chapman, Legislative Research
Dennis Hodgins, Legislative Research
Mary Torrence, Revisor of Statutes
Jo Cook, Administrative Assistant

Conferees appearing before the committee:
Jim Bartling, Greeley Gas
Larry Hedley, UtiliCorp
Caroline Williams, Westar Energy
Bruce Graham, Kansas Electric Power Cooperatives
Joe Dick, Public Utilities
Colin Hansen, Kansas Municipal Utilities
Gary Stone, UtiliCorp United
Earl Watkins, Sunflower Electric
Dick Dixon, Westar Energy
Chris Giles, Kansas City Power & Light
Jim Widener,
Joe White, Kansas Corporation Commission
Walker Hendrix, Citizen’s Utility Ratepayer Board

Others attending: See Attached List

HB 2644 - No-Pay Adjustment for electric and natural gas public utilities to recover uncollectible
accounts

Vice Chairman Sloan opened the hearing on HB 2644 and welcomed Mr. Jim Bartling, Manager of Public
Affairs for the Greeley Gas Company. Mr. Bartling appeared before the committee in support of HB 2644
(Attachment 1). Mr. Bartling told how the extension of the Cold Weather Rule and the moratorium on
disconnections last year proved to be contributing factors to the exceptionally high level of uncollectible
customer accounts. He stated that allowing utilities to recover uncollectible customer accounts in a manner
similar to the purchased gas adjustment would eliminate one expense from future rate cases and could
potentially delay the need to file additional rate cases.

Larry Headley, Director of Regulatory Affairs for UtiliCorp United, appeared as a proponent on HB 2644
(Attachment 2). Mr. Headley explained that although lower than normal temperatures along with extremely
high gas prices translated directly into record levels of uncollectible customer accounts, the under-recovery
of bad debts is a chronic problem, not an isolated case. Mr. Headley stated that this bill is a reasonable
attempt to allow utilities to recover legitimate costs incurred in providing safe and reliable service.

Caroline Williams, Vice President, Customer Care for Westar Energy, testified in support of HB 2644
(Attachment 3). Ms. Williams stated that it is important for any business to be able to recover losses from
unpaid debts. Allowing utilities to file annually for unpaid customer debt would be efficient. She explained
that they were working with the KCC staff in a collaborative effort to resolve certain Cold Weather Rule
issues that could allow utilities to effectively enforce pay agreements.

Whitney Damron, on behalf of The Empire District Electric Company, provided written testimony in support
of HB 2644 (Attachment 4).

Mr. Bartling, Mr. Headley, and Ms. Williams responded to questions from the committee.

Unless specifically noted, the individual remarks recorded herein have not been transeribed verbatim. Individual remarks as reported herein have not been submitted to
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CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON UTILITIES, Room 526-S Statehouse, at 9:07 a.m. on
January 24, 2002.

Chairman Holmes suspended the hearing on HB 2644 and asked for bill introductions. Rep. Sloan requested
a bill be introduced dealing with the Open Records Act and exclusion of security issues and that a bill be
introduced dealing with the Cold Weather Rule. Rep. McClure seconded the motion. The motion carried.

The joint meeting of the House and Senate Utilities Committee convened with Senate Chairman Clark
presiding. The purpose of the joint meeting was to hear presentations on the status of the electric industry.

Bruce Graham, Vice President of Member Services and External Affairs for the Kansas Electric Power
Cooperatives, Inc., outlined the changes in his company (Attachment 5). Mr. Graham told of the rate case
filed in June 2001 and the KCC’s response in granting the increase. He also detailed the company’s
generation resources.

Joe Dick, Regulatory Specialist for the Kansas City Board of Public Utilities, distributed a booklet on their
organizational profile and development incentives (copy available from Legislative Research). Mr. Dick
stated they were in negotiations for a merchant plant to be built in Kansas City, Kansas.

Colin Hansen, Executive Director for the Kansas Municipal Utilities, spoke to the committee about his
association’s utility concerns (Attachment 6). Mr. Hansen listed a few of the generation projects currently
in process for some of the association’s members.

Gary Stone, Vice President Network Management for UtiliCorp United, provided a brief synopsis of the
company’s operations (Attachment 7). He also provided an organizational chart showing the subsidiaries of
UtiliCorp and announced that within the next few months the name would be changed to Aquila.

Executive Vice President and General Counsel for Sunflower Electric Power Corporation, Earl Watkins,
submitted testimony to the committee regarding the company’s activities (Attachment 8). Mr. Watkins listed
the rate case recently filed with the KCC, debt restructuring activities and the new coal-fired power plant
being developed in southwest Kansas as items in which the committee might have an interest. Additionally,
he told of the new agreements on which they are working with Kansas Electric Power Cooperatives and the
City of Hugoton.

Richard Dixon, Senior Vice President Customer Operations for Westar Energy, explained the changes the
company was currently undertaking (Attachment 9). Mr. Dixon told of the change in name for the electric
utility operations and how the company has decided to end efforts to merge, acquire or combine with other
companies.

Chris Giles, Senior Director Regulatory and Risk Management for Great Plains Energy, detailed his
company’s capacity obligations (Attachment 10). Mr. Giles said that Kansas City Power & Light was now
a subsidiary of the new utility holding company, Great Plains Energy. They are also in the process of
developing a new coal fired plant to be located near Weston, Missouri. Mr. Giles also addressed the issue of
Regional Transmission Organizations and the impact they will have on utilities.

Jim Widener, General Manager for the Kansas Municipal Energy Agency and the Kansas Municipal Gas
Agency, addressed the committee (Attachment 11). He stated that 92 cities are presently members of one or
both of the agencies. Mr. Widener explained that the agencies were created by the legislature and are non-
profit entities. He then outlined the organizations’ capacity and transmission capabilities. Included with his
testimony was a copy of a Federal Register notice reporting the final power allocations for the Loveland Area
Projects post-2004 resource pool (Attachment 12).

Written testimony from Midwest Energy, Inc. was distributed to the committee members (Attachment 13).
The conferees responded to questions from the committee.

The joint meeting was adjourned and the House Committee on Utilities returned to their previous order of
business.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to
the individuals appearing before the committee for editing or corrections. Page 2



CONTINUATION SHEET

MINUTES OF THE HOUSE COMMITTEE ON UTILITIES, Room 526-S Statehouse, at 9:07 a.m. on
January 24, 2002.

HB 2644 - NoQPay Adjustment for electric and natural gas public utilities to recover uncollectible
accounts - HEARING RESUMED

Mr. Joe White, Director of the Utilities Division for the Kansas Corporation Commission, appeared in
opposition to HB 2644 (Attachment 14). Mr. White explained that the Commission provides for recovery
of uncollectible account expenses and that the bill changes the current procedure. He stated that each
jurisdictional utility collects an allowed amount of bad debt through approved rates under the current
regulatory procedures. Mr. White also shared that the Commission Staff was concerned that the bill is in
violation of the Commission’s long standing prohibition against “single issue ratemaking.”

Walker Hendrix, General Counsel for the Citizens Utility Ratepayer Board, also appeared as an opponent to
HB 2644. Mr. Hendrix stated that as a practical matter, we all share in the bad debt expense as a component
of the utility’s rate.

Additional questions were posed to all of the conferees. The hearing was closed on HB 2644.

The next meeting will be January 28, 2002 at 9:00, with a joint meeting with Senate Utilities to commence
at 9:30 am.

The meeting adjourned at 10:58 a.m.

Unless specifically noted, the individual remarks recorded herein have not been transeribed verbatim. Individual remarks as reported herein have not been submitted to
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COMMENTS OF
JAMES W. BARTLING, MANAGER PUBLIC AFFAIRS
GREELEY GAS COMPANY
BEFORE THE
HOUSE UTILITIES COMMITTEE
JANUARY 24, 2002

Chairman Holmes, Vice-Chairman Sloan, and Members of the House Utilities
Committee:

I appreciate the opportunity to speak before the House Utilities Committee in
support of HB 2644,

My name is Jim Bartling and I am Manager of Public Affairs for Greeley Gas
Company, a business unit of Atmos Energy Corporation. Under its five business units
Atmos serves approximately 1.4 million customers in 10 states. Greeley serves
approximately 117,000 customers in 114 communities within 31 counties in the State of
Kansas. We are a local distribution company with operations regulated by the Kansas
Corporation Commission (KCC).

The winter of 2000 — 2001 proved to be colder than normal and gas costs were the
highest that they had been in many years. These two factors helped create some of the
highest bills that our customers had ever seen. As a result of these high bills, and no
doubt other factors, the KCC extended the Cold Weather Rule (CWR) beyond the March
31" ending date to May 31", Additionally, they enacted a moratorium on disconnections
for the month of April. This was done in order to protect customers that would benefit
from the ad valorem tax refunds, the disposition of which was still being discussed in
hearings.

The extension of the CWR and the moratorium on disconnections proved to be
contributing factors to the exceptionally high level of uncollectible customer accounts,
due to our inability to proceed with our normal collection procedure after the March 31
normal CWR ending date. Normally on April 1 utilities begin a concerted effort to

collect from customers that may not have been making any effort to pay between
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November 1 and March 31 because they knew that they were protected by the CWR, but
the moratorium on disconnections prohibited this from happening.

Following the winter of 2000 — 2001 Greeley Gas Company and other utilities
filed with the KCC to recover the exceptionally large expense that had been recorded on
their books relating to uncollectible customer accounts. In Greeley’s filing we requested
to recover only the portion of the uncollectible customer accounts represented by the gas
costs, and only those costs that were in excess of the gas costs represented in our last rate
case filing. The KCC has issued an order denying our request but has preserved these
costs through an accounting order that may entitle us to recover these costs when we file
our next rate case. As it currently stands, we may be entitled to recover these costs, but
only through the context of a rate case. HB 2644 would provide the mechanism for an
annual reconciliation and would eliminate the need for filing a rate case to recover costs
resulting from exceptionally high levels of uncollectible customer accounts.

Greeley Gas Company is currently recovering, through existing rates, $346,880 in
uncollectible customer accounts expense as determined in our last rate cases. However,
our actual Fiscal Year 2001 write off of uncollectible customer accounts amounted to
$1,785,952 or over $1.4 million more than we are currently being allowed to recover.
Until some of the underlying problems and loopholes within the Cold Weather Rule are
corrected utility companies should expect to see continually high levels of uncollectible
customer accounts and utilities can be expected to file rate cases to recover these costs.

There are those that are opposed to this bill that may argue that this bill is not
needed or it violates the rule against single-issue ratemaking, however, this is not the
case. Both the KCC and the legislature have recognized several costs that are exceptions
to having to file a rate case before being allowed to recover the cost. The most obvious
example is the recovery of gas costs through the purchased gas adjustment. This
represents a single issue or cost that is handled outside the context of a rate case by the
KCC.

Additionally, the legislature in K.S.A. 2000, Supp. 66-117 allows a utility to
request a surcharge to collect increases in taxes outside the context of a rate case. It is
my understanding that Western Resources recently received permission from the KCC to

charge such a surcharge outside the context of a rate case. While the general rule is
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against single-issue ratemaking, there are obvious exceptions, and uncollectible customer
accounts should be another.

Allowing utilities to recover uncollectible customer accounts in a manner similar
to the purchased gas adjustment would eliminate one expense from future rate case
expenses and could potentially delay the need for a rate case filing. It should be noted
that the states of Georgia, Tennessee, Mississippi, and Arkansas currently have
provisions allowing utilities to recover extraordinary uncollectible customer accounts
through the purchased gas adjustment, and that Missouri is currently considering this
proposal.

This concludes my prepared testimony before the House Utilities Committee in

support of HB 2644, I will be happy to answer any questions.



Kansas House Utilities Committee

HB 2644

Comments by Larry W. Headley

Director, Regulatory Affairs, UtiliCorp United Inc.
January 24, 2002

Chairman Holmes, Vice-Chairman Sloan and Members of the House

Utilities Committee:

My name is Larry Headley and | am Director, Regulatory Affairs for
UtiliCorp United Inc., doing business in Kansas as Peoples Natural Gas
Company and Kansas Public Service Company. UtiliCorp serves over 100,000
gas customers spread over a large service territory from Liberal to Lawrence,

Kansas.

Thank you for allowing me the opportunity to testify before the House
Utilities Committee in support of House Bill 2644, which provides recovery of
uncollectible customer accounts, commonly referred to as bad debts. The
introduction of this bill is timely in that UtiliCorp’s level of bad debt write-offs has

risen to record levels.

As you know, last winter was one for the record books, for both lower-
than-normal temperatures as well as extremely high gas prices. Customers’ gas
bills were 3-4 times what was considered “normal”, which translated directly into
record levels of uncollectible customer accounts. By August 31, 2001 bad debt
write-offs had reached $1,839,161, more than 3.4 times the level of bad debts
built into the Company’s rate structure. ($538,649 is the annual amount of bad

debt recovery built into current rates.)
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In October 2001, the Company filed an application with the Kansas
Corporation Commission (KCC) requesting recovery of this extraordinary bad
debt in the form of a surcharge to recover only the gas cost portion,
approximately $910,000. The request was denied saying the surcharge
amounted to retroactive ratemaking. The Company respectfully disagrees with
this conclusion for two reasons: 1) Gas costs are reconciled annually with any
over or undercollections “retroactively” collected, and 2) The KCC has on many
occasions allowed surcharges to collect for extraordinary events, like storm

damage.

These recent events might lead you to believe that the underrecovery of
bad debts is an anomaly caused by the extreme conditions of last year. While
this catastrophic escalation in bad debts certainly highlights a major problem, I'm
sorry to say that underrecovery of bad debts is a chronic problem, not an isolated
case. UltiliCorp’s recent application only requested recovery of the gas cost
portion of bad debts caused by the extreme conditions of last winter, but the
underrecovery of bad debts is an ongoing concern. The attached graph shows
that the recovery provided through the Company’s last two rate cases is
insufficient; i.e. in each of the last four years, actual bad debts have exceeded

the recoverable bad debt allowed in the Company’s rate case.

HB 2644 will address that problem, and UtiliCorp appreciates the
Committee’s recognition and efforts to correct it. UtiliCorp does not want to shut
people off in the dead of winter, nor does it want to appear inflexible in working
with customers who are trying to pay their bill. Like retailers that raise their
prices a few pennies to cover their losses from shoplifting, HB 2644 merely
recognizes the same reality in the gas business. It is a reasonable attempt to
allow utilities to recover legitimate costs incurred in providing safe and reliable

service. UtiliCorp strongly supports this bill.
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iW-ésTar Energy.

Testimony before the
House Utilities Committee
By
Caroline Williams, Vice President, Customer Care
Westar Energy
January 24, 2002

Chairman Holmes and members of the committee, I am Caroline Williams,
vice president, customer care for Westar Energy.

Westar Energy works diligently to collect unpaid bills. Several things hamper our ability
to do this. In 2001 the combination of inclement weather and higher natural gas prices pushed
our uncollectible accounts higher than they had been for several years. Extension
of the Cold Weather Rule to May 31 and a moratorium on disconnects in April, shortened
the period we typically had to disconnect non-paying residential customers and allowed some
customers to increase their debt with the company.

It is important for any business to be able to recover losses from unpaid debt. However,
this measure would be more effective if the recovery was modeled after a similar property tax
measure passed in 1995, which allows for an annual adjustment.

By allowing utilities to file for an adjustment for unpaid customer debt on an annual
basis, the process would be efficient. The KCC, of course, would assure the process would be
equitable to customers. Rate cases only occur every few years and are expensive for the utility,
the state and the other parties involved. An annual filing is appropriate in this case because the

amount of customer bad debt a utility faces each year varies, is often caused by things beyond

the utility’s control and those triggers are often unforeseeable.
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This approach protects not only the utility but also the customer. Our unpaid customer
debt in 2001 was higher than normal. The amount of uncollectible expense included in the rates
would be higher if 2001 data was used in the calculation in our recent case.

This proposed legislation is one part of a solution to allow recovery of legitimate utility
costs.

In addition, Westar Energy along with other utilities are working with the KCC staff in a
collaborative effort to resolve certain Cold Weather Rule issues, that hopefully will allow
utilities to effectively enforce pay agreements. Finally, for customers who are working hard but
falling short on their monthly bills, we are a partner in Project DESERVE with our customers,
Kansas Gas Service and the American Red Cross. Last year, our customers’ contributed about
$300,000 to this program, which helps low- to middle-income customers who are older than 60
and/or disabled pay their energy bill when they fall into arrearage.

We agree with the intent behind this measure and would like to see it succeed.
Uncollectible customer accounts is a complicated issue, and this is an important piece
of the puzzle. We would be happy to work with you, the KCC and others in crafting specific

language that would be beneficial in resolving this issue.
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Supplement to testimony provided to the
House Utilities Committee
By Caroline Williams, Vice President, Customer Care
Supplement by Kelly B. Harrison, Vice President, Regulatory
Westar Energy
January 24, 2002

There is an argument that the proposal to allow recovery of bad debt expenses as
proposed in this bill is “‘single-issue ratemaking,” and that such an approach is bad policy.
Frankly, establishing a specific, separate rate process for certain unpredictable or volatile
expenses is common in the regulatory environment in Kansas. Certainly purchased gas
adjustment and energy cost adjustment charges are single-issue ratemaking.

At times it is appropriate to not allow a single rate element that is clearly recoverable
to force a comprehensive and exhaustive review of all rate elements.

Another reason to use this approach in the past has been to accommodate public policy
actions that are beyond the control of the utility and have a significant cost effect on the utility.
Such is the case of the property tax measure this Legislature passed in 1995. Selective action
by the Legislature in 1992 through 1994 significantly increased property taxes on utilities while
reducing those taxes on residential property. As a matter of fairness, the Legislature recognized
the utility’s need to recover the tax expenses.

In some cases, single-issue ratemaking is used to isolate unique or unusual costs
associated with a specific area from being paid by all ratepayers. Such as the special tariff was
created as a result of the Pinckney neighborhood in Lawrence several years ago.

We believe the social policy questions associated with the Cold Weather Rule, regulatory

actions last year in April and May and the unpredictability and volatility of bad debts make this a

perfectly reasonable approach.
818 South Kansas Avenue [ PO. Box 889 [ Topeka, Kansas 66601
Office Telephone: (785) 575-6300
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MISSION STATEMENT

Western Resources will operate the best
utility in the Midwest. We will provide
our customers quality service at below
average prices.

e Westar Energy Generation and
Marketing will be the preferred provider
of electricity — both inside and outside
our service territory.

e Western Resources debt instruments
will be investment grade by the
end of 2004.

Douc LAKE

Executive vice president, corporate strategy

Mr. Lake joined Western Resources in 1998 as
executive vice president and chief strategic officer.
He was named a director of Western Resources in
2000. He serves as a director of ONEOK, Inc., and
as chairman of the board of Protection One. Before
joining Western Resources, Mr. Lake spent more
than 20 years on Wall Street as an investment
banker specializing in the energy industry.

Dick DixoN

Senior vice president, customer operations

Mr. Dixon has worked with electric utilities for

29 vears. After three years as a rate engineer with
the Tennessee Valley Authority, he joined Western
Resources in 1975. Mr. Dixon’s career has included
oversight of rate, regulatory and transmission
departments. He received his bachelor’s and master’s
degrees from Kansas State University.

PauL GEIST

Senior vice president, chief financial officer
Mr. Geist served as executive vice president and
chief financial officer for Houlihan’s Restaurant
Group, Inc., and as vice president and controller for
Panera Bread/St. Louis Bread Co. hefore joining
Western Resources in 2000 as executive director of
corporate strategy. He has since served as president
of Westar Industries and vice president, corporate
development. He was named senior vice president
and chief financial officer in 2001. Mr. Geist is a
Topeka, Kan., native and a graduate of Kansas State
University with a bachelor’s degree in accounting.

LARRY IRICK

Corporate secretary

Mr. Irick joined Western Resources’ legal team in
1999. A graduate of Emporia State University
and the Duke University School of Law, Mr. Irick
practiced law in the Kansas City area for 17 years
before he joined Western Resources.

SHANE MATHIS

Senior vice president, commodity strategy

Before joining Western Resources in 1997,

Mr. Mathis traded commodities at the Chicago Board
of Trade and the Chicago Mercantile Exchange for
10 years. During the past four years, he has held a
variety of leadership positions, including his post as
senior vice president, commodity strategy since 2000.

DouG STERBENZ

Senior wice president, generation and marketing

Mr. Sterbenz has 15 years of experience art electric
utilities. He joined Western Resources in 1997 and
has served in several positions in energy trading and
marketing. Before joining Western Resources, he was
the director of power marketing for Questar Energy
Trading. Mr. Sterbenz began his career with Texas
Urtilities Generating Co., where he spent 11 years
working in power plant maintenance and operations.

BRUCE AKIN 5

Vice president, business services %\
Mr. Akin joined Western Resources in 1987 and has
served in various finance and accounting positions.
Before assuming his current duties this year, Mr. Akin
served as executive director, human resources. He has
also held directorships in corporate development and
internal audit.

KELLYy HARRISON

Vice president, regulatory
Since joining Western Resources in 1981 as an
engineer, Mr. Harrison has had a variety of positions
related to planning, forecasting and regulatory
affairs. He was senior director, restructuring and
rates before assuming his current duties.

ANITA “JO” HUNT

Vice president, information technology
Ms. Hunt has 12 years of experience with Western
Resources. She has worked in accounting, regulatory
and internal auditing positions for Western Resources.
She has led the information technology department
since 1998. Before joining Western Resources,
Ms. Hunt worked for five years in accounting firms.

DouG LAWRENCE

Vice president, public affairs
A former state legislator, Mr. Lawrence has 15 years
of experience in broadcasting and many years of
experience working with utilities on legislative and
regulatory matters. In the Kansas House of
Representatives, he served in leadership positions
on utility-related committees. His expertise has
provided him the opportunity to speak on crisis
communication for the Nuclear Energy Institute
at the CNN Center in Atlanta, Ga.

(More officers on back)



Davip C. WITTIG

Chairman, president and chief executive officer

Mr. Wittig has been chairman

of the board, president and chief
executive officer of Western
Resources since January 1999.

Since joining Western Resources

in 1995 as executive vice president,

i corporate strategy, Mr. Wittig has been
David C. Wlt’ﬂg the key strategist in developing and
implementing a business plan to meet the challenges
of the changing energy marketplace. Mr. Wittig’s vision
of transforming Western Resources from a traditional
utility company to a consumer services company has
led to alliances with several businesses.

In December 1996, Mr. Wittig orchestrated a unique
association with Oklahoma’s major natural gas
provider, ONEOK, Inc., in which ONEOK assumed
ownership of Western Resources’ natural gas
business. In return, Western Resources received

45 percent ownership in the nation’s largest
independent gas distribution company, serving

1.4 million customers.

Mr. Witrig expanded the company’s national presence
in November 1997 by combining its security
operations with Protection One, which has

1 million subscribers in North America and
Europe. This followed the sale of Western Resources’
23 percent interest in ADT for a $900 million gain.

Mr. Wittig, 46, is a native of Prairie Village, Kan.,
and a graduate of The University of Kansas with

a bachelor of science degree with distinction in
business administration and economics. Mr. Wittig
spent 12 years at Kidder Peabody & Co. where his
last position was managing director, co-head of
investment banking. Following that, he spent six
years at Salomon Brothers where he was managing
director, co-head of mergers and acquisitions before
joining Western Resources.

He and his wife, Beth, reside in Topeka with their
tWO SOnS.

PEGGY LoYD

Vice president, financial services
Ms. Loyd joined Western Resources in 1979 as an
assistant auditor. During her 22 years with Western
Resources, she has served in a variety of positions
in auditing, marketing and strategic planning. She
has led Financial Services since 1999. Ms. Loyd is
a graduate of Wichita State University.

LeEe WAGES

Vice president, controller
Mr., Wages began his career with Western Resources
24 years ago as a rate analyst. He has served in
various leadership positions, including five years
as assistant controller, before becoming senior
director of corporate strategy. He is a graduate of
Washburn University.

CAROLINE WILLIAMS

Vice president, customer care
Ms. Williams joined Western Resources in 1975 as
a customer billing coordinator. During her 26-year
career with Western Resources, Ms. Williams has
managed a variety of customer-service related areas,
including walk-in centers, training and account
services and call centers.

Western Resources:
P.O. Box 889 « Topeka, Kansas 66601

WWW.WT.COIT
©2002 Western Resources, Inc. 12/01

LEADERSHIP
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Davip C. WITTIG

Chairman, president and chief executive officer

Mr. Wittig has been chairman

of the board, president and chief
executive officer of Western
Resources since January 1999.

Since joining Western Resources

in 1995 as executive vice president,
corporate strategy, Mr. Wittig has been
David C. Wittig the key strategist in developing and
implementing a business plan to meet the challenges
of the changing energy marketrplace. Mr. Wittig’s vision
of transforming Western Resources from a traditional
utility company to a consumer services company has

led o alliances with several businesses.

In December 1996, Mr. Wittig orchestrated a unique
association with Oklahoma’s major natural gas
provider, ONEQK, Inc., in which ONEOK assumed
ownership of Western Resources’ natural gas
business. In return, Western Resources received

45 percent ownership in the nation’s largest
independent gas distribution company, serving

1.4 million customers.

Mr. Wittig expanded the company’s national presence
in November 1997 by combining its security
operations with Protection One, which has

1 million subscribers in North America and
Europe. This followed the sale of Western Resources’
23 percent interest in ADT for a $900 million gain.

Mr. Wittig, 46, is a native of Prairie Village, Kan.,
and a graduate of The University of Kansas with

a bachelor of science degree with distinction in
business administration and economics. Mr. Wittig
spent 12 years at Kidder Peabody & Co. where his
last position was managing director, co-head of
investment banking. Following that, he spent six
years at Salomon Brothers where he was managing
director, co-head of mergers and acquisitions before
joining Western Resources.

He and his wife, Beth, reside in Topeka with their
3 s0ns.

PecGgy LoyD

Vice president, financial services
Ms. Loyd joined Western Resources in 1979 as an
assistant auditor. During her 22 years with Western
Resources, she has served in a variety of positions
in auditing, marketing and strategic planning. She
has led Financial Services since 1999. Ms. Loyd is
a graduate of Wichita State University.

LEE WAGES

Vice president, controller

Mr. Wages began his career with Western Resources
24 years ago as a rate analyst. He has served in
various leadership positions, including five years

as assistant controller, before becoming senior
director of corporate strategy. He is a graduate of
Washburn University.

CAROLINE WILLIAMS

Vice president, customer care
Ms. Williams joined Western Resources in 1975 as
a customer billing coordinator. During her 26-year
career with Western Resources, Ms. Williams has
managed a variety of customer-service related areas,
including walk-in centers, training and account
services and call centers.

Western Resources:

PO. Box 889 « Topeka, Kansas 66601
WWW.WI.COm
©2002 Western Resources, Inc. 12/01
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Just the facts ...

SR ® Westar Energy is proud to be the state’s
10999 sesuey ‘exadoy. largest electric utility, serving more than
688 X0 '(Od ‘@nuaAy SeSUBY [Inog g1 g 640,000 electric customers in Kansas.
“CUDUT ADISIN- 8 Qur “Top 10” cities (in annual kilowatt hour
H B /X\Z.\ sales) are — Wichita, Topeka, Lawrence,

iy r',
¥ Salina, Hutchinson, Manhattan, Olathe,

Emporia, Leavenworth and Junction City.

® Westar Energy employs more than

2,000 Kansans.
About Our Company

= Westar Energy has a tremendous impact on
the Kansas tax base. Annually, we pay:
o ® more than $72 million in property taxes;
E«’" !i 7 E w $22.4 million in sales tax revenue; and
eStaT neTgym = nearly $32 million in city franchise taxes.
That is more than $120 million in taxes

provided annually to Kansas and cities and
counties where we do business.

® Last year, Westar Energy contributed more
than $800,000 to higher education through
its matching gifts program.

. w The average electric rates of Westar Energy
. tO!Jrhrtr;lsswnd remain below the national average.
IS straigntrorward . ..

m Westar Energy Generation and
Marketing operates or coordinates the
operation of nine fossil-fueled energy
centers, one uranium-fueled station and
two wind turbines,

® Westar Energy will operate the best
utility in the Midwest. We will provide
our customers quality service at below
average prices.

® Westar Energy Generation and m
Marketing will be the preferred provider
of electricity — both inside and outside
our service territory.

Westar Energy electric generation capacity
totals nearly 6,000 megawatts

® 56 percent of that capacity fueled by coal;
= O percent by uranium;

) = 35 percent by natural gas, fuel oil or wind.
= Westar Energy debt instruments

will be investment grade by the end of 2004. ® We operate and maintain more than 27,740

miles of electric line ... 6,300 miles
transmission and 21,440 distribution.

Y



WHITNEY B. DAMRON, P.A.
800 SW JACKSON STREET, SUITE 1100
TOPEKA, KANSAS 66612-2205
(785) 354-1354 ¢ 354-8092 (FAX)
E-MAIL: WBDAMRON®@aol.cor

SUBMITTED TESTIMONY
TO: The Honorable Carl Holmes, Chairman
And Members Of The
House Utilities Committee
FROM: Whitney Damron
On Behalf Of

The Empire District Electric Company

RE: HB 2644 — Providing for the Recovery of Certain Costs of
Uncollectible Customer Accounts.

DATE: January 24, 2002

Mr. Chairman and Members of the House Utilities Committee:

On behalf of The Empire District Electric Company, we wish to express our
support for HB 2644 that would allow the Kansas Corporation Commission to adopt
procedures and conditions for the recovery of uncollectible customer accounts (bad debt
write-off) in a more efficient and streamlined manner. All utilities go to great lengths to
assist customers that have difficulties in paying their bills, but it is a fact of life that some
accounts are ultimately deemed uncollectible and the entire rate base must ultimately pay
for this expense. HB 2644 would allow for the streamlining of this process within the
KCC, yet still allow for appropriate oversight of expenses passed on to the consumer.

Empire is an electric service provider headquartered in Joplin, Missouri with
approximately 10,000 customers in southeast Kansas as well as customers in northeast

Oklahoma, northwest Arkansas and southwest Missouri. Empire is a Kansas corporation.

Thank you for your attention to our comments this morning.

HOUSE UTILITIES

pATE: |-24-02
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Kansas Electric
77 Power Cooperative, Inc.

Testimony Before
House Utilities Committee and Senate Utilities Committee
January 24, 2002

Bruce Graham, Vice President of Member Services and External Affairs
Kansas Electric Power Cooperative, Inc. (KEPCo)

KEPCo is a generation and transmission utility that provides wholesale
electricity and other services to 19 member rural distribution
cooperatives. Our member electric cooperatives blanket two-thirds of
rural Kansas and serve 100,000 meters or approximately a quarter
million Kansans.

What’s New

e If you have a good memory, you might recall that for many years we
have introduced KEPCo as the wholesale power provider to 21 rural
electric cooperatives in Kansas. As of January 1, our membership
dropped to 19 cooperatives, not because we lost two members but
because of a customer approved consolidation of Jewell-Mitchell
REC, Smoky Hill REC, and NCK REC--now known as Rolling Hills
Electric Cooperative, Inc.

o KEPCo filed in June 2001 for a $6.5 million rate increase and we
received the KCC’s decision on January 16. | have included a fact
sheet on the results of the case.

e We would like to thank the Legislature and especially the House
Utilities Committee and Senate Utilities Committee for their work to
streamline the process for construction of electric generation and
reduce the cost for new facilities. KEPCo is building a 20 MW
generating project in Coffey County, near the Wolf Creek Generating
Station. Most of the necessary permits have been secured and

: ground was broken in early January for the facility. Expected

Phone: 785.273.7010 completion date is June, 2002. KEPCo has secured and is siting ten

2 MW state-of-the-art Caterpillar diesel units. We are also doing

some transmission upgrades and substation improvements. A fact

www.kepco.org sheet on the project is also included with this testimony.

o To take advantage of an evolving wholesale power supply market,
KEPCo recently completed installation of a state-of-the-art Energy
Management and Supervisory Control and Data Acquisition

L e ] i £ (EMS/SCADA) system. KEPCo installed almost 300 Remote

Terminal Units (RTU) at substations across Kansas as well as

remote operator consoles at each of our member cooperative

Fax: 785.271.4888
PO. Box 4877

600 Corporate View

Topeka, KS 66615
opeka HOUSE UTILITIES
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headquarters. The EMS/SCADA system constantly monitors the
metered flows of electricity to provide real-time power quality
information and the actual demand of our member cooperatives.
The system also provides a common platform upon which KEPCo's
members can expand automated monitoring and controls of their
distribution and load management systems. It has been an
ambitious project but an investment that is a necessary and positive
step in today's changing world of power supply in order to more
closely and efficiently match demand with future energy supplies.

Generation Resources

Presently, KEPCo’s only owned and operating capacity is six percent
of Wolf Creek which supplies close to 40 percent of KEPCo'’s energy
needs.

KEPCo receives approximately 20 percent of its energy from
hydroelectric power resources of the Southwestern Power
Administration and the Western Area Power Administration.

The remaining 40 percent of KEPCo's energy needs have been
supplied through contracts with Western Resources, WestPlains
Energy, Kansas City Power and Light, Sunflower Electric Power
Corporation and Empire District Electric and are supplied from their
generation mix of mostly coal and natural gas.

These contracts have staggered expiration dates and are constantly
under evaluation. For example, KEPCo is in the process of
reviewing bids for replacement of a power supply contract that
expires in 2003.

As indicated above, KEPCo has begun construction of a 20 MW
generating project in Coffey County, near the Wolf Creek Generating
Station. The ten 2 MW diesel units will provide immediate generation
for our members and will be particularly useful in times of high
demand, outages from other power supply resources, and other
times when most economical.

We are also optimistic that new generation in the region, by KEPCo,
other utilities, and/or independent power producers, will provide
additional power supply flexibility in the future.



KEPC o

Kansas Electric
77 Power Cooperative, Inc.

Communication Points Regarding KEPCo Rate Case Final Order

= The Kansas Corporation Commission has issued an order approving a new
rate design for KEPCo which will include an Energy Cost Adjustment (ECA)
and permit KEPCo to increase wholesale rates to its members by
approximately $6.5 million.

= “Certainly, KEPCo would have preferred not to have had to raise wholesale
electric rates to our member cooperatives. However, this adjustment was
necessary in order to provide some financial stability for KEPCo. We
appreciate the fact that the KCC conducted a very thorough and independent
review of our request and has validated the need for these changes,” said
Stephen E. Parr, KEPCo Executive Vice President and CEO.

= KEPCo provides wholesale electricity and transmission service to 19 electric
cooperatives in Kansas. While KEPCo has developed a balance of
generation resources that insulated its members from much of the recent
market price turmoil, it has not been immune from that volatility. Through the
course of the past two years, rising prices for natural gas used by some of
KEPCo's power providers and lower than average hydroelectric generation
were a double whammy, costing KEPCo about $9 million more than its power
supply budget. Over the short term, KEPCo was able to absorb the power
cost increase but the result was deteriorating cash reserves for the non-profit
generation and transmission cooperative. Therefore, KEPCo filed in June
2001 for permission from the KCC to increase revenue and implement some
rate design flexibility.

= KEPCo has served the wholesale power requirements of its member
cooperatives for approximately 20 years. As new and replacement power
supply resources are required in the near future, KEPCo will need to
demonstrate financial strength in order to take advantage of market
opportunities and/or construct the necessary generation facilities to meet the

power supply needs of its member cooperatives.
Phone: 785.273.7010

Fax: 785.271.4888 = The final order follows the terms of a Stipulation and Agreement between
KEPCo and the KCC Staff. KEPCo originally filed for a $6.5 million rate
www.kepco.org increase. Upon completion of its audit and review of the request, the KCC

Staff made several significant adjustments to KEPCo's filing, most notably to
require that KEPCo change its depreciation method and, for accounting
purposes, extend the life of the Wolf Creek Nuclear Generating Station from
Topeka, KS 66604-0877 30 to 60 years. The Wolf Creek matter appeared to enable the KCC to be
consistent with its decision in the recent Western Resources rate case
regarding the life of Wolf Creek. KEPCo, Western Resources and Kansas
600 Corporate View City Power and Light are co-owners of Wolf Creek. The KCC Staff's revenue

Topeka, KS 66615 requirement was very similar to the KEPCo request, but the consequence of

A Touchstone Energy’ Cooperative @ 6’5

PO. Box 4877




the Staff's findings on Wolf Creek would have raised rates further in order to
accomplish the depreciation and accounting changes. While KEPCo Staff
understood these changes, the impact on ratepayers was more than
expected and an alternative solution was developed in the Stipulation and
Agreement. That Stipulation and Agreement, approved by the three KCC
Commissioners on January 16, balances the KCC Staff recommendations
regarding Wolf Creek, meets KEPCo's revenue requirements, and is in line
with the original rate increase request.

The rate increase should take effect on February 1, 2002. While this will
mean higher costs for KEPCo member cooperatives, many will take some
time to evaluate the impact and when/if there will be a need for a rate
increase to co-op customers. We expect, at the very least, that the RECs
will implement a retail Energy Cost Adjustment in order to permit the recovery
of fuel price volatility experienced by KEPCo.

An Energy Cost Adjustment (ECA) is common in the utility industry. KEPCo
and most of its members had an ECA in place for many years, but these
provisions were dropped after fuel prices stabilized and when long-term
contracts for fuel and generation were readily available. The market today
shuns long term commitments, preferring the risk or reward and,
unfortunately, the volatility of the short-term market.

Without the ECA and because KCC regulation restricts the ability to quickly
adjust rates, KEPCo has paid its higher power cost bills by depleting its cash
reserves. These circumstances meant that cooperative members benefited
from a below cost rate from KEPCo over the past two years.

In addition, the rate increase that was approved by the KCC is still below
KEPCo’s average rate in effect in 1998, prior to a voluntary 10 percent
wholesale rate reduction.

“We are very aware and concerned about the struggling economy in Kansas
and if it had been up to me, we would have preferred to avoid a rate increase.
However, KEPCo has actually had a negative margin over the past two years
and we must return to a positive financial position in order to meet our
mortgage requirements. This decision by the KCC balances many interests
and issues and we look forward to providing continued service as a member-
owned, member-controlled power supplier in the future,” Mr. Parr said.



Generation Project
For KEPCo Members

This new generation project is designed
to supply KEPCo members with
generation in times of high demand,
back-up during times of generation
outages, and when economical.

Broke Ground in January, 2002
Expected Date of Service June, 2002

KEPCo is serving as General Contractor
and Engineer.

10 Separate 2MW Diesel generating
units, manufactured by Caterpillar, Inc.
State-of-the-art, low-emission units.

The generating units will produce
enough eletricity to supply 4,000
households, when used at full capacity.

__ Project
f 1 — " Location
| ThONES

| et N | Wolf Creek
L ~—Generating
Station

Site location |

wo=ganosw

Emporia ‘T_':_j - T 1 - |
\

i

KEPCo provides wholesale generation, transmission
and other services to 19 member rural electric

cooperatives in Kansas.

Photo of Caterpillar generating units.

Added benefit -- KEPCo owns six percent of the
Wolf Creek Generating Station. The proximity of the
project to Wolf Creek will provide benefits for the plant
as a partial back-up emergency power supply. Wolf
Creek has two redundant diesel generators on site to
power essential operations during an emergency.
However, the generators require regular maintenance
which, by NRC rules, must be completed within 72
hours or force temporary shutdown of the plant.
Therefore, rather than run the risk of an expensive
forced outage, maintenance of the generators is often
performed as part of the refueling outage. With the
new generation project, the piant can now schedule
this work at other times which should reduce
operations and maintenance costs.

KEPCo

Kansas Electric Power Cooperative, Inc.

600 Corporate View . Topeka, Kansas 66615
PO. Box 4877 . Topeka, Kansas 66604-0877
785-273-7010 . www.kepco.org
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KEPCo, headquartered in Topeka, Kansas,
was incorporated in 1975 as a not-for-profit
Generation and Transmission (G&T)
cooperative. KEPCo’s 19 Rural Electric
Cooperative Owner/Members (see map on
back) provide retail electric and other services
to approximately 100,000 meters or an
estimated 300,000 consumers across two-
thirds of rural Kansas.

KEPCo is under the jurisdiction of the
Kansas Corporation Commission (KCC) and
was granted a limited certificate of convenience
and authority in 1980 to operate as a G&T.

KEPCo is governed by a Board of Trustees
with representatives from each of its Member
Cooperatives. KEPCo has a professional staff
of 23 employees.

Power Supply Resources

KEPCo's power supply resources consist
of 71 MW owned generation at Wolf Creek,
hydropower allocations from federal power
marketing agencies, and partial requirement
purchases from regional utilities. In addition,
KEPCo is in the process of installing 20 MW of
peaking generation.

Rural Kansas Benefits

KEPCo and its Member Cooperatives are
responding to rural needs. Cooperative leaders
are building rural communities through active
participation in their chambers of commerce,
industrial development councils, local civic
groups and many other important organizations.
Cooperatives in Kansas have demonstrated that
commitment by becoming Touchstone Energy®
Cooperatives. Touchstone Energy® is a
nationwide alliance of more than 560
cooperatives committed to promoting the core
strengths of electric cooperatives—integrity,
accountability, innovation, personal service and
a legacy of community commitment.

A Touchstone Energy® Cooperative ?(t»}'{

= WHAT |S KEPCo? —
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kansasmunicipalutilities

Testimony before the

Joint House and Senate Utilities Committees
January 24, 2002

Colin Hansen

Executive Director
Kansas Municipal Utilities

Status of the Electric Industry

Kansas Municipal Utilities (KMU) is the statewide association representing the interests of
154 Kansas municipal electric, natural gas and water utilities. Founded in 1928, KMU
member cities now provide utility services to over one million Kansans.

Today, 121 municipal electric utilities provide
service in Kansas. These utlities range in size
from the Kansas City Board of Public Utilities
serving nearly 65,000 customers and almost all
of Wyandotte County, to the City of Radium
with just 47 residents. Overall, municipal
utilities serve approximately 18% of the electric
customers in the state.

Municipal utilities also account for
approximately 17% of electricity sales in the
state. Much of this electricity is self-generated,
with 63 of the 121 municipals owning
generating capacity. However, a majority of this
generation 1s comprised of peaking units with
the community’s baseload power typically
purchased on the wholesale market. A number
of municipals receive an allocation of energy
from federal hydropower projects through the
Western Area Power Administration (WAPA)
and the Southwestern Power Administration

(SWPA).

Fig. 1: Kansas Consumers
(No. of meters - 1999 Dept. of Energy)

69%

13%

18%

Municipal O REC O IOU

Fig. 2: Kansas Electricity Sales
(1999 kWh - Dept. of Energy)

74%

9% 17%

B Municipal O REC 0 rou

Many municipal electric utlities in the state also work through their joint action agency to

coordinate energy purchases. Under the guidelines of K.S.A. 12-885, the Kansas Municipal
Energy Agency (KMEA) was organized in 1980. KMEA is the state municipal joint action
agency that serves its 55 member cities by purchasing and transmitting blocks of electricity

for redistribution among individual cities.

HOUSE UTILITIES
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What’s New?

It is very difficult to summarize the changes taking place in all 121 municipal electric utilities
in Kansas in 2002. However, the trend definitely appears to be towards the addition of new,
locally sited generation. Just a few of the generation projects in the works by KMU
members are summarized below.

e Kansas Municipal Energy Agency (KMEA). KMEA has negotiated for
additional Western Area Power Administration hydropower to be available to
members in 2004. In addition, the agency is planning to add five diesel units in
distributed locations around the state this spring.

e Kansas City BPU. The BPU is working with Entergy Corp. (New Otleans) to
install a 530 MW natural gas facility near the BPU’s existing Nearman Creek Power
Station on the Missouri River.

e Chanute. Chanute is nearing completion of a new city power plant that will add 47
MW of capacity through a used gas combustion turbines.

e Russell. After a devastating explosion on August 23, 2000 that destroyed 75% of its
generating facility, the City of Russell is rebuilding a new power plant on a different,
more strategic site. The new 15 MW gas turbines will serve as a cogeneration facility,
providing steam for a new ethanol facility.

e Winfield. The city plans to install a2 permanent 3.2 MW in 2002 (diesel) and roughly
40 MW (gas) in 2004. However, the city faces problems with gas pipeline capacity
(Reliant Energy) and available transmission capacity (KGE).

e Coffeyville: Coffeyville is currently working on a new municipal generating
agreement with Western Resources, as the city’s existing agreement expires October
1, 2002. Initial plans to install between 100 and 200 MW of simple-cycle gas turbines
are on hold as Western Resources has recently indicated to the city that they have
sufficient capacity through 2007.

e Hugoton: Hugoton, one of last electric utilities in the nation to remain unconnected
from the grid will become interconnected for the first time this summer. The city,
situated on what was once one of the world’s largest natural gas fields, is working
with Sunflower Electric and Pioneer Electric on the interconnection project.

e Mulvane: Mulvane plans to add a new 9.2 MW power plant in 2003. The plant will
include two 4.1 MW dual fuel engines and one 1 MW diesel EMD. In addition, two
0.6 MW diesel engines will be added to the existing plant.

e Stetling. Sterling is in the process of installing three used dual fuel engines with a
capacity of 1.4 MW each. The refurbished engines will double the city’s current
capacity and they plan to sell the excess capacity through Western Resources.
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UTiLICorpP UNITED

UtiliCorp in Brief

UtiliCorp United (NYSE:UCU) is an international energy and services company based in Kansas City,
Missouri. Since being formed in 1985 from Missouri Public Service Company, UtiliCorp has grown through
regulated and non-regulated energy acquisitions and investments totaling about $3 billion. At December 31,
2000, the company had total assets of $14.1 billion and 12-month sales of $29.0 billion.

UtiliCorp has a strong national presence as a provider of competitive and innovative energy solutions,
and a growing presence in the international arena. The company serves more than 4 million customers. It
distributes electricity and natural gas in the midwestern United States and in Canada, New Zealand and
Australia. The Aquila, Inc. subsidiary provides risk management services and wholesales electricity and
natural gas across North America and in the United Kingdom, Spain, Germany and Norway.

UtiliCorp serves about 1.3 million electric and gas utility customers in 1 .:ssouri, Kansas, lowa,
Nebraska, Colorado, Michigan, and Minnesota through seven divisions: Missouri Public Service, St. Joseph
Light & Power, Kansas Public Service, Peoples Natural Gas, WestPlains Energy, Northern Minnesota
Utilities, and Michigan Gas Ultilities. The recently formed UtiliCorp Networks Canada serves about 503,000
electric customers in British Columbia and Alberta. It operates as West Kootenay Power in British Columbia.

Through Aquila, UtiliCorp markets natural gas and electricity to industrial and wholesale customers
in nearly all of the contiguous 48 states. It is also active in much of Canada. Aquila is continually expanding
its offerings of energy, commodity and risk management products and services, including its line of
GuaranteedWeather® financial hedges. Through Aquila Gas Pipeline Corporation, Aquila also gathers,
transports and processes natural gas and gas liquids in Texas and Oklahoma. UtiliCorp began marketing
natural gas to industrial and commercial customers in major markets of the United Kingdom in 1992. In
1999 Aquila also began to extend its energy marketing reach into the European Continent, opening offices in
Germany and Norway.

UtiliCorp has operated internationally since 1987, when it acquired West Kootenay Power, a
hydroelectric utility. The company entered the New Zealand market in 1993. Today it is 62 percent owner of
UnitedNetworks Limited, based in Auckland. Through a series of transactions in late 1998 and early 1999,
UtiliCorp made UnitedNetworks New Zealand’s largest operator of electric lines, with a 30 percent market

-more-
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Brief- 2

share. In April 2000, UnitedNetworks purchased the gas distribution operations of Orion New Zealand Ltd.
UnitedNetworks today serves 620,000 consumers.

In 1995, a UtiliCorp-led consortium purchased United Energy, the first Australian utility to be
privatized. United Energy distributes electricity to about 551,000 customers in metropolitan Melbourne,
Victoria. UtiliCorp manages the utility’s operations and now holds a 34 percent ownership interest, following
United Energy’s 1998 initial public offering. In early 1999, UtiliCorp acquired a 50 percent economic interest
in Multinet/Ikon, the largest natural gas distribution/retail business in Victoria. With 596,000 gas customers,
Multinet is now managed by United Energy. In October 2000, UtiliCorp and United Energy completed their
purchase of 45 percent of AlintaGas, a gas distribution utility serving 431,000 customers in Western Australia.

Effective December 31, 2000, UtiliCorp and St. Joseph Light & Power Company merged in a stock
transaction valued at approximately $190 million. St. Joseph Light & Power serves 70,000 customers in
northwest Missouri. In January 2001, UtiliCorp terminated its agreement to merge with Empire District
Electric Company, based in Joplin, Missouri, because of difficulty obtaining needed regulatory approvals.

On August 31, 2000, UtiliCorp acquired TransAlta Corporation’s Alberta-based electricity distribution
and retail businesses for $480 million. The transaction involved 368,000 customers served by about 57,000
miles of power distribution lines. Operating as UtiliCorp Networks Canada, the company subsequently entered
into a $75 million agreement to assign the retail business to EPCOR, an Alberta utility company. UtiliCorp
Networks Canada continues to operate the distribution system as well as the businesses of West Kootenay
Power.

UtiliCorp entered into a strategic alliance in September 1999 with Quanta Services, Inc., the leading
nationwide provider of specialized contracting services to electric utilities, telecommunications and cable
television companies, and government. UtiliCorp currently holds a 36 percent equity interest in Quanta.

On the Fortune 500 list, UtiliCorp ranked 60th based on 2000 sales. The company is also included in
Fortune's list of America’s Most Admired Companies. UtiliCorp is on the Internet at www.utilicorp.com.

[UCU in Brief 01-21-02.doc] Hit
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UTiuiCore UNITED

Kansas

WestPlains Energy, an operating division of UtiliCorp United, delivers regulated electric
service, along with related products and services.

Peoples Natural Gas and Kansas Public Service, UtiliCorp United operating divisions that
deliver regulated natural gas, along with related products and services.

WestPlains Energy, Peoples Natural Gas and Kansas Public Service have a long history
of supporting economic development, education and community activities.

°
Goodland

e
Lawrence

®
Garden City

°
Dodge City Wichita
-

I:l Natural Gas Service Area — (Served by Peoples Natural Gas/Kansas Public Service, divisions of UtiliCorp United)

- Electric Service Area

. Combined Natural Gas and Electric Service Area

Electric Customers: 68,660

Natural Gas Customers: 101,794

Communities Served: 195

Total Company Employees In Kansas: 440

Total Kansas Annual Payroll: $19,812,340

Total Company Taxes Paid In Kansas: $18,683,279
(Includes property, income and franchise)

Total Capital Investments In Kansas For 2001: $29,200,000
Total Plant Investment In Kansas: $242,800,000
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TESTIMONY SUBMITTED
TO THE JOINT MEETING OF THE
SENATE AND HOUSE UTILITIES COMMITTEES
By
Mr. Earl Watkins, Executive Vice President and General Counsel
SUNFLOWER ELECTRIC POWER CORPORATION

January 24, 2002

Thank you, Mr. Chairman and members of this Committee for providing Sunflower time to
update you on our activities. As most of you know, we were organized in 1957 and

provide reliable wholesale power to the six rural electric cooperatives that own Sunflower.

While we have many things to report, | know that your time is limited, so | will only focus
on a few of those things | believe might be of interest to you. Those are our performance
in the last year, the rate case we've filed with the Kansas Corporation Commission, our
debt restructuring activities and finally, the new coal-fired power plant we're developing in

southwest Kansas.

Regarding our performance, | want to point out that as | stand here today our largest unit,
Holcomb Unit #1, has been on line and available for service for 188 consecutive days. As
the other speakers would no doubt agree, reliability is a fundamental requirement for all
utilities in this modern age. While we have not yet reached our record of 233 consecutive
days of operation, a record set in March 1992, there is a growing amount of confidence by
our plant personnel that we will indeed exceed that all-time production record. The only
problem with the establishment of that record is that our planned Spring maintenance
outage is scheduled to begin on March 8. That would leave us two days short of a new

record.

Sunflower set new generation records in 2001. While Holcomb just missed their record,
when combined with the production from Sunflower’s five other generating units, a new
all-time production record of 2,698,468 MWH was achieved. As you no doubt understand,
we are very proud of the accomplishments of our employees as they continue to operate

Sunflower’s facilities far above the performance levels of similar-sized plants across the
HOUSE UTILITIES
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United States.

In addition to the importance of reliability, Sunflower is well aware of our customer’s
sensitivity to the price of power. In December, our Average Member Rate was 4.1 cents
per kilowatt-hour. That is 44% below the price Sunflower charged for its power in 1985.

The second thing | mentioned was the rate case Sunflower filed with the Kansas
Corporation Commission. The primary element of the case is a request by Sunflower for a
reduction in its rates from current levels. Additionally, Sunflower is asking the KCC to rule
on its proposed Open Access Transmission Tariff. Other elements of the case involve
Sunflower’s request for approval of O&M and Capital Lease riders to the tariff which are
mechanisms that will provide for the financing of any extraordinary operations and
maintenance expenses, should they occur, and for the financing of any capital
expenditures beyond what is provided for in its current debt restructuring agreements.

Thirdly, | mentioned Sunflower's debt restructuring activities. As most of you know,
Sunflower has been working with the Rural Utilities Service (RUS) for years to restructure
its debt. | am more than a little pleased to be able to report to you today that we have, in
fact, established the principal elements of a final agreement with the RUS on what
amounts to 82% of Sunflower's outstanding debt. We are still in the process of finalizing
the same type of arrangements with what we call Sunflower’s “civilian” creditors. At this
point, we expect to complete these transactions in late June or early July. The new
agreements call for a restructuring of not only our financing documents, but of our
corporate structure as well. When more time is available a}1d the transaction completed,

I'd be happy to return to describe the “new” Sunflower to the Committees.

The final issue | identified is Sunflower's work on what is known as the Sand Sage project.
When completed, this project will result in the construction of a new 600 MW coal-fired

2-
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power plant on the site of our existing plant near Garden City, Kansas. Sunflower first
announced the development of this new facility, in cooperation with our partners last
August. | have attached a copy of the news release to my testimony.

We are progressing quite nicely on the project and certainly want to point out that without
the legislation advanced by these Committees, the project would probably be infeasible.
We are hoping that in the next 60-90 days we will be able to report the name of the firm(s)
that will build the unit and also announce the other utilities that are participating in this
new facility. Obviously, everyone at Sunflower is very excited about this project and the
opportunities it will bring to all who are involved.

Finally, Mr. Chairman, | need to tell you about two new customers we've entered into
agreements with since the last time | reported to these Committees. First, we are very
excited about a new agreement between Sunflower and KEPCo where we will provide for
the delivery of 40 MW to our cooperative brothers beginning later this year. We are also
very excited about the addition of the City of Hugoton to our system. Hugoton has always
been an “electrical island” in that it was not connected to the national transmission grid.
Sunflower is working along with Pioneer Electric Cooperative, our second largest Member,
to get the city attached to the transmission system so that our service to them can begin

later this summer.

That's it for today, Mr. Chairman. | hope this short summary of some of the activities we're
involved with at Sunflower provides you and the Committees with information you need to
make sound energy policy for Kansas during these difficult economic times. | would be

happy to answer any questions.
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NEWS RELEASE
August 2, 2001

For Immediate Release

SUNFLOWER ELECTRIC AND INTERNATIONAL ENERGY PARTNERS TO DEVELOP
600 MW POWER PLANT IN SOUTHWEST KANSAS

Sunflower Electric Power Corporation and International Energy Partners, L.P., today announced plans to
develop a 600 megawatt coal-fired power plant near Garden City, Kansas.

The new plant will be a joint venture between Sunflower and IEP, a developer of independent power projects
based in Bethesda, Maryland. Sand Sage Power, LLC, the project company formed by Sunflower and IEP, will
own the plant. The facility, estimated to cost between $600-$800 million, will be project-financed with non-
recourse debt.

Sunflower and IEP have worked together for nearly a year to determine the feasibility of the project. At this point in the
process they have determined that it is appropriate to finalize plans for the equity participants and continue negotiations
for long-term power supply agreements with other utilities and power marketers. When these transactions are
successfully completed, the project will move into the construction phase.

"This project will add an increased measure of system reliability for our Kansas consumers without causing
Sunflower to incur any additional debt,” Sunflower President and CEO Chris Hauck said. "It marks another step
in our strategy to maximize the value of Sunflower assets for the benefit of our Member Systems.”

Thomas Hoffmann, president and CEO of IEP said, "We're delighted to be partnering with Sunfiower to provide
Kansas and the regional market with a reliable, low-cost supply of electric power. Sand Sage Power will supply
power in this region of the country where the need for new electric power is increasing and supplies are getting
tighter. Securing a reliable supply at a stable price will be of paramount importance to wholesale marketers
and end-use customers alike."

The Sand Sage Power project will be built on a site owned by Sunflower. The new power plant will be
integrated with Sunflower’s Holcomb Unit #1 through common facilities to minimize the project's capital cost.
Sand Sage Power will pay Sunflower for the use of those facilities and for the operation and maintenance of
the new plant.

An air permit application was filed by Sand Sage Power with the Kansas Department of Health and Environment in
June 2001. Construction is expected to begin as early as mid-year 2002, pending approvals from local, state and
regulatory officials. Commercial operations are expected to start in 2005. Power from the plant is anticipated to be sold
under a combination of long-term arrangements as well as to retail markets in Kansas and deregulated states in the

region.

Hauck commented on other valuable Sunflower assets—its employees and Board of Directors saying, “The
dedication of all our Sunflower employees over the years has helped us reach this new business plateau. The
skill of our workforce as demonstrated by our operational proficiency was an attraction for our development
partner. The board's visionary leadership has brought us to a point where we can continue to assure western
Kansans that their power supply is reliable, plentiful and reasonably priced.”
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The regional benefits of the new plant will be substantial Hauck said, "Sunflower is focused on examining
strategic alliances with other companies to help western Kansas grow and prosper. Our project with IEP will
help us increase our presence in the region and will create approximately 40 new permanent jobs in addition to
the hundreds of workers that will be needed during the three-year construction phase of the project.”

About Sunflower Electric Power Corporation

Sunfiower is a regional wholesale power supplier headquartered in Hays, Kansas. It is owned by six western
Kansas electric cooperatives who serve more than 120,000 people in 34 counties. More information about
Sunfiower can be found at: www.sunflower.net.

About International Energy Partners

IEP was formed in 1993 to develop, own and operate independent power projects in select markets throughout
the world. It is owned, in part, by the Energy Investors Funds Group of Boston, Mass., an affiliate of Dresdner
Kleinwort Capital.

Contact:
Steve Miller, Sr. Manager, External Affairs

Telephone: (785) 623-3364, smiller@sunflower.net



i\%star Energy.
Testimony before the joint meeting

of the Senate Utilities Committee and the House Utilities Committee
By
Richard A. Dixon, Senior Vice President, Customer Operations
Westar Energy
January 24, 2002

Chairman Clark, Chairman Holmes and members of the committees, [ am Dick Dixon,
senior vice president, customer operations for Westar Energy.

2001 was a year of change. As we stand here today, we have a new management team
and a renewed focus on providing quality electric service at below national average prices
to Kansas. After a year of challenge, our message in 2002 is positive. The news is good.

Two weeks ago, Public Service Company of New Mexico (PNM) announced its intention
to end the proposed merger of our electric operations. While the matter is in litigation,
we are moving forward. A few months ago, when PNM made clear that it was not moving
forward on the merger, our board of directors made an important strategic decision.
That decision, simply put, was to end efforts to merge, acquire or combine with other companies
for the sake of growth. The end of the PNM/Western Resources merger is also the end of what
has essentially been a continuous period of deal-making during the past several years.

Today, our market is Kansas. Our customers are Kansans. Our focus is developing
a business model and structure that can allow the company to succeed in the market place
we have. The reality is that change is necessary to be successful. In the past several years,
operating costs have increased by seven percent each year ... year after year. While revenues

have increased less than one percent per year. Those trends could not continue.
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Westar Energy feels the deterioration of the economy. A number of large industrial
customers are making significant reductions in their energy consumption, and those changes
obviously have a negative impact on our revenues.

Painful as it was, a series of cost-reduction efforts were necessary, including staff
reductions. Those efforts were focused on finding creative ways to meet the needs of our
customers and maintain quality of service. It is not business as usual. Our company is pursuing
new ways to operate our generation facilities. Wholesale electricity markets are different than
they were for the past four years. Wholesale prices and margins are lower because of increased
generation capacity and reduced demand resulting from the economic recession.

Did I say there was good news?

Efforts to market our native capacity — Kansas based generation assets — are bearing
fruit. Wholesale customers for our electricity are there, and our product is competitive. Utilities
in other states are finding it less expensive to buy our coal-fired electricity than burning natural
gas to produce energy. We are selling into those markets.

A short-term recession does not dampen our enthusiasm for the long-term future
in Kansas. It does require us to be judicious in our investments in facilities. New generation
capacity cannot rapidly outstrip demand growth or market prices for our product will fall below
costs of providing the service.

Westar Energy is also becoming more competitive other ways. Debt reduction is a
priority for the management team. In 2001, our company paid off more than 100 million dollars
in debt. The company has filed with the Kansas Corporation Commission a financial
restructuring plan, which has the potential of paying off more than one billion dollars in debt and

restoring the company’s debt instruments to investment grade ratings.
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We also are pursuing opportunities for participation in proposed wind farms
in Western Kansas and evaluating the opportunities that may exist for our customers and
the state in developing this industry.
Security is another area, where focus has been renewed, in the aftermath
of the September 11™ attacks. We have always been mindful of the need for security
for our critical facilities. We continue to carefully evaluate security efforts and procedures
to assure the safety and reliability of our electric system.
Late last year, our company announced a new name for its utility operations.
On January 1%, Westar Energy became the new brand name for electric services throughout
our service territory, replacing the KGE and KPL brands. The change, which customers
are learning about through bill notifications and advertising, will save money, improve efficiency
and help our company build a better relationship with our customers. The underlying business
structure does not change as this branding effort is implemented. Look for billboards announcing
the change in the next couple of weeks, and television and print advertising next month.
There are many challenges ahead for the company, but we can report progress and
a commitment to work with you, the corporation commission and our customers to assure

reliable electric service at competitive prices.



Kansas City Power & Light Company
Information for the
Joint Meeting with House and Senate Utilities Committees
January 24, 2002

Chris Giles
Senior Director Regulatory and Risk Management

KCPL Generating Capacity

Kansas City Power & Light Company serves over 460,000 customers in Kansas and
Missouri. During the summer of 2001, with an accredited capacity of 3,904 MW,
KCPL'’s load reached a peak of 3,352 MW--a reserve margin of 16%.

KCPL meets its firm load obligations through a wide mix of resources including coal,

nuclear, natural gas and oil fired generation. The following table summarizes KCPL's

capacity for 2002.

Resource Type Capacity (MW) Percent of Total

Coal 2235 56.8%

Nuclear 550 14.0%

Natural Gas 488 12.4%

Qil 460 11.7%

Net Purchases 199 5.1%
Total 3,932 100.0%

KCPL's peak load is projected to grow at a little over 2% per year. In recognition of this
increased load obligation, KCPL has recently entered an agreement with General
Electric for the purchase or lease of five combustion turbines (CTs). These CTs are
rated at 77 MW each for a total of 385 MW. Three of these CTs will be needed to meet
our obligations by 2003.
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The following table summarizes our peak load responsibility along with our planned
resources and projected reserve margins. This table reflects the addition of three CTs
in 2003.

Year Peak (MW) Capacity (MW) Reserve Margin
2002 3438 3932 14.4%
2003 3517 4096 16.5%
2004 3595 4095 13.9%
2005 3674 3844 4.6%
2006 3180 3843 2.3%
2007 3830 3842 0.3%
2008 3907 3842 -1.7%
2009 3985 3842 -3.6%
2010 4065 3842 -5.5%

While the table reflects projected reserve margins dropping below the Southwest Power
Pool required 13.6%, KCPL is constantly evaluating alternatives for meeting our firm
load obligations and will respond accordingly to ensure that the Company has capacity
and energy to meet our obligation to serve. The Company's needs may be met by
constructing our own capacity or by purchasing capacity from other entities if that

capacity and energy is the least cost alternative available.

Great Plains Power
As of October 1, 2001, KCPL became a subsidiary of Great Plains Energy (GPE), a new
utility holding company. At the same time, Great Plains Power (GPP), another

subsidiary of Great Plains Energy, was formed as an unregulated power producer.
GPP is in the process of developing a 600 — 800 MW coal fired plant, Weston Bend 1,
to be located north of Kansas City near Weston, Missouri. The targeted completion

date is 2006.

This plant will compete in the wholesale market as an unregulated generator with no

obligation to KCPL's customers. In fact, KCPL customers will benefit by having
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additional capacity in the region, thus lowering market prices that KCPL will have to pay

when unit outages or other unforeseen events occur.

Regional Transmission Organizations and the Impact on Utilities

In order to facilitate the development of wholesale electricity markets, the Federal
Energy Regulatory Commission (FERC) has asked transmission-owning utilities to join
Regional Transmission Organizations (RTOs). While there is currently no deadline for
joining, existing utilities will eventually turn over operational control of their transmission
systems to these RTOs. The idea is to ensure equal access for all wholesale buyers

and sellers of electricity to the nation’s electric grid.

There are two basic methods for participating in a RTO: (1) enter an operating
agreement with the RTO or, (2) sell the transmission system to a stand-alone
transmission company or Transco. Under an operating agreement, the RTO and utility
enter an agreement outlining the responsibilities of each party. In the near term,
existing utilities will retain physical control of the system, but will take their direction from

the RTO. Both of these methods are currently being contemplated by utilities.

The development of RTOs across the country will bring about major changes in the
operation of the electric industry. Along with insuring equal access to the transmission
grid, RTOs are charged with several responsibilities that impact how this business
works. For example, FERC requires RTOs to provide access to a real-time energy
balancing market (spot market). This is a market for making purchases or sales of
electricity instantaneously in order to match supply and demand. Suppliers bid their
generation into the spot market with the RTO deciding which generators to run.
Theoretically, each generator on the grid will bid every kWh of energy into this spot
market. Entities responsible for serving end-use customers will purchase every kWh
needed through this market. This is a major change from how business is done today
as there is currently no centralized spot market. While every kWh of electricity may be
bought and sold through this new spot market, not all wholesale energy will be priced at
spot market prices. Financial contracts can be put in place to set the price of electricity

at something other than the spot price. It is expected that only 10 — 15% of electricity
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bought and sold in the wholesale market will actually be priced at spot market prices

and the remainder will be under contract.

Another major change that RTOs will bring is in how congestion on the transmission
system is handled. Today, the use of the transmission system is based on a first-come-
first-served basis. A user of the system places a request with the transmission provider
and if space is available on the requested portion of the system, they can use it for a
fixed price. In other words, the limited capacity of the grid is rationed based on who
puts in a request first. Under a RTO, the limited capacity of the system is rationed
based on price. The user that is willing to pay the most for use of the system gets to

use it first.

In order to keep existing retail customers from being out-bid for use of the transmission
system, RTOs are developing financial rights that will be allocated to existing utilities
based on their current use of the system. These rights help protect native customers

from being priced out of the market.

These are just two examples (spot market and congestion management) of the major
changes associated with the development of RTOs. Existing utilities will be confronted
with a system that is considerably different than what exists today and will require a

substantial effort to learn and understand the new risks and opportunities involved.

Regulators will also need to understand and adapt to these changes. Even though
Kansas is not moving forward with retail competition, the days of vertically integrated
utilities (generation, transmission and distribution service reside in one vertically
integrated company) look numbered. As wholesale markets open up and RTOs form,
more generation is being built by Independent Power Producers (IPPs) and less
electricity is produced by regulated utilites. Regulated utility companies will
increasingly rely on IPPs to provide electricity. This is similar to what exists today in the
natural gas industry, with unregulated production supplying the regulated local

distribution companies.
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Joint Meeting
House and Senate Utilities Committees
January 24, 2002

My name is Jim Widener. | am the General Manager of both the Kansas
Municipal Energy Agency (KMEA) and the Kansas Municipal Gas Agency
(KMGA). Both agencies were created under the authority of enabling state

legislation.

Both agencies are established to be non-profit entities. Both agencies operate
under similar rules of a municipality — open records, open meeting, cash basis,

etc. Each member city has representatives on the agencies’ Board of Directors.

Membership

KMEA presently has 57 member cities, with an additional four (4) expected to
join at our Board of Directors meeting in May. KMGA has 60 member cities with
one (1) city expected to join in May. All together, 92 cities are presently
members of KMEA, KMGA or both, with an additional four (4) expected to

become members in May.
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Capacity

KMGA provides approximately 4,000,000 MMBtu of gas annually to member
cities. For several years, KMGA has been considering a gas acquisition prepay

program for a ten-year partial supply.

KMEA's member cities have approximately 700 MW of self-generation, 120 MW

of power contracted through KMEA, and other direct power agreements.

Additional generation capacity anticipated is as follows:

= The City of Russell is adding 15 MW of combustion turbines this spring

= The City of Chanute is adding a 47 MW combustion turbine this spring

= Four cities are planning to add five (5) 1.6 MW of Caterpillar diesel units this
spring. Three (3) of the units will be trailer mounted for portability.

* Western Area Power Administration has published the Post 2004 Final Hydro
Allocation in the Federal Register on January 10, 2002. Eleven (11) cities in
Kansas have been allocated approximately 6 MW of hydropower, starting in
the fall of 2004. Several Kansas cooperatives and Native American tribes

have also received an allocation of hydropower.

Transmission

Typically, electric municipalities do not have transmission lines. Most of KMEA’s
member cities have only one interconnect with their control area utility. Thus, the
cities are dependent on others transmission lines to gain access to economical

and reliable power sources.



In 2001, KMEA successfully settled a FERC case with the Southwest Power Pool
(SPP) to allow 39 MW of Grand River Dam Authority (GRDA) power to flow into
Kansas over firm transmission. An unresolved transmission issue is that a 2009
computer model of Western Resources (WRI) transmission lines, shows an
overload that would either preclude 24 MW of power reaching Kansas cities or
cost KMEA's project participants $6,300,000 to rebuild WRI's line.

The delivery of Western Area Power Administration’s Post 2004 Hydropower
Allocation for all Kansas recipients could be an issue. Without transmission, the

Federal hydropower will revert back to the Administration.
The regional Transmission Organization (RTQO) will be a major factor in future

transmission access, but with uncertainty and limited knowledge no comments

can be made at this time.

Quality of Service

In 2000, KMEA formalized a Mutual Aid Program (MAP) for cities to assist each
other in the event of an emergency that affects the operation of their electric
utility. In March 2001, a tornado struck Hoisington and the Mutual Aid Program
was activated. Numerous cities and other state utilities responded to help
restore electric service and to assist in rebuilding of the city’'s electric distribution
system. FEMA reviewed and accepted KMEA's Mutual Aid Program and
provided funds. MAP presently has 41 participants, with an additional fifteen (15)

expected to join in March.

The addition of three (3) 1.6 MW of Caterpillar trailer mounted units will assist in

providing service restoration in the event of a major outage.



Legislation

KMEA and KMGA member cities are typically also members of the Kansas
Municipal Utilities (KMU) and the League of Kansas Municipalities (the League).

As such, our position on legislation is closely aligned with KMU and the League.

As an overriding philosophy, our member cities are governed by locally elected
officials, who feel they represent and are responsive to their citizens. [f the
citizens don't agree, they have the right to recall their elected officials or vote in
someone else at the next election. With the local checks and balances, the cities
would request opt-in, opt-out or home rule provision in some legislation so that

local needs/concerns can be addressed locally.
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Department of Energy
Western Area Power Administration
Rocky Mountain Customer Service Region
P.O. Box 3700
‘Loveland, CO 80539-3003

JAN 1 C 2002

Dear Interested Parties and Loveland Area Projects Customers:

The Western Area Power Administration’s Rocky Mountain Region published Federal
Register notice 67 FR 1341 on January 10, 2002. The enclosed Federal Register
notice sets forth the final power allocations for the Loveland Area Projects post-2004

resource pool.

If you have questions or need additional information, please telephone Bob Kennedy at
(970) 461-7259.

Sincerely,

\K
v

Roné.l_d W. Steinbach
Marketing Manager

Enclosure
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intervknors. Likewise, each intervenor
must pYovide 14 copies of its filings to
the Secretary of the Cornmission and
must sen§ a copy of its filings to all
other partigs on the Commission’s
service list for this proceeding. If you
want to becowme an intervenor you must
file a motion ty intervene acco ding to
Rule 214 of the\Commission’s fules of
practice and pr
385.214) (see ap nly
intervenors have the right to/seek
rehearing of the Commissiofi's decision.
Affected landownrs and/parties with
environmental conceyns may be granted
intervenor status upon shgwing good
cause by stating that they/have a clear
and direct interest in thy proceeding
which would not be adefjuately
- represented by any othgr\parties. You do
not need intervenor status\to have your
environmental commgnts chnsidered.
Additional informaf;
proposed project is

site (www.ferc.gov) using the *
link to informatio
number. Click on/the “RIMS" link,
select “Docket #'/ from the RIMS I\}[enu,
and follow the igstructions. For
assistance with Access to RIMS, the
RIMS helpline fan be reached at (20 )
208-2222. \
Similarly, the “CIPS” link on the
FERC Internef Web site provides acces§
to the texts of formal documents issued?,
by the Comnyission, such as orders,
notices, and/rulemakings. From the
FERC Interrjet Web site, click on the
, select “Docket #" from the
, and follow the instructions.
For assistance with access to CIPS, the
CIPS helgline can be reached at (202)
208-2474.

Linwooq' A. Watson, Jr.,

Acting Jecretary.

[FR Dog. 02-570 Filed 1-9-02; 8:45 am]
BILLING CODE 6717-01-P

DEPARTMENT OF ENERGY

[Docket Nos. RTN2-2-000, RT01-2-000,
RT01-98-000, RT
000]

Notice of Slate-Fﬁaera
Regional Panel/b

/
Januarv 3, 2002,

In the matter of: State-Federal Regional
RTO Panels; PJM Interconnection. L.L.C..

* Inlerventions may also be filed electronically via
the Internel in lieu of paper. See the previous
discussion on filing comments electronically.

Allegheny Electric Cooperative, Inc., Atlantic
Cily Electric Company, Baltimore Gas &
Elegtric Company, Delmarva Power & Light
Comipany, Jersev Central Power & ight
Company, Metropolitan Edison Company,
PECO\Energy Company, Pennsyglénia

Electriy Company, PPL Electric Utilities
Corporation, Potomac Electric Power
CompanY, Public Service Electyic & Gas
Company) UGI Utilities Inc.; BjM
Interconnektion, L.L.C. and Alleghenv Power;
New York Ihdependent Systém Operator,
Inc., Central Hudson Gas &
Corporation,
of New York, 1
Corporation, Ne
Corporation, Orange and Rockland Utilitjes,
Inc., Rochester Ga3, & Efectric Corporation;
Bangor Hydro-Electtig/Company. Central
Maine Power Compagy, National Grid USA,
Nartheast Utilities Sptvice Company, The
United [lluminating Cympany, Vermon!
Electric Power Comipany, ISO New England
Inc.; Notice cf Stafe-Fedkral Northeas!
Regional Panel Discussio

Take notice/that on Jakuary 9, 2002,
a State-Federal Northeast\Regional Panel
discussion will be held, puysuant to the
Commissigh's order issued November 9,
2001, in chet No. RT02—2-
A transcript of the panel discussion will
be placetl in the above listed ddckets.

Linwogd A. Watson, Jr., \\
Acting Secretary.
[FR Ooc. 02-571 Filed 1-9-02: 8:45 arm

BILLING CODE 6717-01-P AY

Edison Company
-» Niagara Mohawk Power

\ DEPARTMENT OF ENERGY

™
[Docket No. RM98-1-000] /

{

ions Governing Off-tHe-Record
CommuNjcations; Public Nofice

5.2201(h) /of the receipt
of exempt and frohibited off-the-record
communication
Order No. 607
September 22, 199
Commission decisighal employees, who
make or receive an/exempt or a
prohibited off-thefrecoxd
communication felevanito the merits of
a contested on-fhe-record\proceeding, to
deliver a copy of the communication, if
written, or a summary of thé\substance
of any oral edmmunication. t& the
Secretary.
Prohibit¢d communications w;
inc]udcd}f‘n a public, non-decisional file

lDrrlerﬂ{mnoum:mg the Eslablishment of State-
Federal Regional Panels to Address RTO [ssues,
Modifving the Application of Rule 2201 in the
Capliened Dockets. and Clarifving Order Nu_ 607,
97 FERC 91 61.182 (2001)

assqciated with, but not part of, the
decitional record of the proceeding.

s the Commission determines that
the prohibited communication and any
ses thereto should become part of
the ddcisional record, the prohibited off-
the-retord communication will nof be
red by the Commission in/
reaching its decision. Parties to a/
proceeding may seek the opportynity to
respond to any facts or contentions
made in\a prohibited off-the-recprd
communycation, and may request that
the Commission place the prohibited
communikation and responses thercto
in the decisional record. The /
Commissidn will grant such y/equests
only when it determines thaf fairness so
requires. Any person identified below us
having madd a prohibited aoff-the-record
communicatipn should serve the
document on'll parties listed on the
official servicd list for the/applicable
proceeding in jccordance with rule
2010, 18 CFR 3§5.2010. /

Exempt off-the-record)
communications\will b¢ included in the
decisional record\of the proceeding,
unless the commu ication was with a
cooperating agency\ag described by 40
CFR 1501.6, made Wyder 18 CFR
385.2201(e)(1)(v).

The following isj {st of exempt and
prohibited off-the-ecdrd
communications receivied in the Office
of the Secretary within the preceding 14
days. Copies oftéﬁis filing are on file
with the Commibsion and are available
for public inspection. The\documents
may be viewed/on the web\at http://
wwww.ferc.gov yising the “RIMS" link,

\&1
2

"1
select “Daockef#” and follow'the
\

instructions (call 202-208-2222 for

assistance).

/ :

Exempt |

1. CP01-438-000, 12-28-01, Da\id
Swearington

2. Project/No. 1927-028, 12-28-0
Ellen . Smith

3. Projegt No. 1927-028, 12-28-01,
Ellen/D. Smith.

4. Proj¢ct No. 2342-000, 12-28-01,
Lorge Randall

Linwdod A. Watson, Jr.,

Actiné Secretary.

[FR Doc. 02-573 Filed 1-9-02; 6:45 am|
BILLING CODE 6717-01-P

DEPARTMENT OF ENERGY
Western Area Power Administration

Post-2004 Resource Pool-Loveland
Area Projects

AGENCY: Western Area Power
Administration, DOE.
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ACTION: Notice of final power
allocations.

SUMMARY: Western Area Power
Administration (Western), a Federal
power marketing agency of the
Department of Energy (DOE), announces
its Post-2004 Resource Pool Final
Allocation of Power developed under
the requirements of Subpart C—Power
Marketing Initiative of the Energy
Planning and Management Program
(Program) Final Rule. This notice also
includes Western's responses to public
comments on proposed allocations
published May 11, 2001,

Final allocations are published to
show Western's decisions prior to
beginning the conlractual phase of the
process. Firm electric service contracts,
negotiated between Western and
allottees in this notice, will permit
delivery of the allotted power from the
October 2004 billing period, through the
September 2024 billing period.

DATES: The Post-2004 Resource Pool
Final Allocation of Power will become
effective February 11, 2002 and will
remain in effect until September 30,
2024.

ADDRESSES: All documents developed or
retained by Western in developing the
final allocations are available for
inspection and copying at the Rocky
Mountain Customer Service Region
Office, 5555 East Crossroads Boulevard,
Loveland, CO 80538-8986.
SUPPLEMENTARY INFORMATION: Western
published Final Post-2004 Resource
Pool Allocation Procedures (Procedures)
in the Federal Register (65 FR 52419,
August 29, 2000) to implement Subpart
C—Power Marketing Initiative of the
Program’s Final Rule (10 CFR part 905),
published in the Federal Register (60
FR 54151, October 20, 1995). The
Program, developed in part to
implement section 114 of the Energy
Policy Act of 1992, became effective
November 20, 1995. The goal of the
Program is to require planning and
efficient electric energy use by
Western's long-term firm power
customers and to extend Western's firm
power resource commitments, One
aspect of the Program is to establish
project-specific power resource pools
and allocate power from these pools to
new preference customers.

Western published its proposed
allocations and initiated a public
cominent period in the Federal Register
(66 FR 24133, May 11, 2001). Public
information forums on the proposed
allocations were held August 2, 7, and
9. 2001. The public comment period
was extended from September 10, 2001,
te Octaber 12, 2001, in the Federal

Register (66 FR 47652, September 13,
2001).

The Procedures, in conjunction with
the Post-1989 Marketing Plan (51 FR
4012, January 31, 1986), establish the
framework for allocating power from the
Loveland Area Projects (LAP) resource
pool.

I. Comments and Responses

Comment: Mni Sose asks that Western
re-examine its understanding of
government-to-government
communications.

Response: Western supports DOE's
American Indian policy that stresses the
need for a government-to-government,
trust-based relationship. Western
intends to continue its practice of
consultation with tribal governments so
that tribal rights and concerns are
considered prior to any actions being
taken that affect the tribes.

The Post-1989 Marketing Plan,
Program, and Procedures form the
framework for allocating LAP power.
The allocation process was conducted
in a consistent manner with all LAP
applicants. Prior to publishing proposed
allocations, Western, recognizing the
unique status of Native American tribes,
consulted with tribes before their
Applicant Profile Data (APD) submittal
and during Western's review of data
submitted on their APDs.

Once proposed allocations were
published, Western sought to follow the
public process and only allow formal
comments, written and oral, to be
submitted as input to the final
allocation decision. Western provided
written responses to questions that were
not answered in the public forums and
extended the comment period in
conjunction with those answers to
provide additional time for tribes to
submit written comments on the
proposed allocations. Western will nat
engage in discussions about the
allocations with any parties outside of
the formal process until final allocations
are published. This procedural rule is
applied consistently to tribes as well as
non-tribal entities. Western does not
believe that this procedural rule affects
tribal self-governance rights nor creates
an impact upon trust resources.

Western believes that the tribes were
consulted about the process and
Western considered the information
gained from those consultations along
with oral and written comments
received during the public comment
period te make the final allocations.

Comment: Western should not
consider the benefits to tribes of Federal
power from current service providers
when making allocations to the tribes,
In the event of the formation of a tribal

utility, that power would be
inaccessible to the tribes.

Response: The intent of the Program
is to provide the benefits of Federal
hydropower directly to individual
tribes. Allocations listed in this notice
will be made directly to the tribes. Any
indirect Western hydroelectric benefits
recognized in the calculation methaod
were used by Western to determine a
fair share for tribes at the time of
allocation with no intent to create any
commitment to transfer those benefits to
the tribes. Any indirect Western
hydroelectric benefits received by the
tribes are contractual commitments
between Western and the existing
customers.

Comment: Western should consider
the Wind River Reservation's Marathon
and CamWest loads for allocation
purposes.

Response: Western agrees that oil and
gas resources on the reservation are
tribally owned. However, as stated in
Western's response to comments in the
publication of the Procedures, “When
submitting Native American load data
as a non-utility, only load of tribal
entities and their members will be
considered for an allocation.”” Marathon
and CamWest are neither tribal entities
nor tribal members. Therefore, the loads
submitted in the reservation’s APD for
these operations were not considered in
determining allocations.

Comment: Total allocations to the
Wind River Reservation from Salt Lake
City Area Integrated Projects (SLCA/IP)
and LAP fall short of the 65 percent
allocation. LAP should make up any
shortfall that occurs between the two
projects. The reservation should receive
no less of an allocation than if they were
located solely within LAP.

Response: LAP took into
consideration the amount of the
proposed SLCA/IP allocation in
determining the final LAP allocation.
Western believes that the allocation
ultimately provided to the reservation
should be congruent with the
allocations made to other tribes. Taking
into account current serving utility
benefit, proposed SLCA/IP allocation,
and LAP allocation, Western made
every effort possible to provide
approximately 65 percent total benefit
to the reservation.

Comment: The Kickapoo Tribe in
Kansas is concerned about not having
the future demand submitted in its APD
considered in the allocation process.
The tribe understood that proposed
growth in the next 2 to 5 years would
be considered in the process. The tribe
would like Western to consider tuture
growth in the allocation process.
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Response: Western stated during the
publication of the Procedures that
limited projected load estimates would
be considered. As Western moved
through the process and received data,
a determination of definable limitations
had to be developed that would ensure
fairness in the allocation process and
make sure that the pool was used to
promote widespread use of the resource
among new preference entities. The
results of the data evaluation led
Western to decide that eligible future
load submitted in the APD would be
considered in the allocation process
only if the load was for facilities that
were completed, or substantially near
completion, at the time of the APD due
date.

Comment: Certain changes should be
made to the General Power Contract
Provisions that consider tribal
sovereignty. Underlying reserve
contracts should be offered to tribes to
reserve the power allocation for each
tribe and allow for changes to the
method of implementation. Western's
Integrated Resource Planning
requirements should be useful but not
burdensome to the tribes.

Hesponse: Entering into contractual
arrangements with the tribes is the next
step in the resource pool allocation
process. However, contractual
arrangements will not begin until final

allocations are completed. Contractual

provisions will be consistent with
Section IV of the Procedures.

Comment: Several comments were
submitted concerning the source of LAP
power for deliveries to allottees in
Kansas. Additional comments expressed
concern about delivery points,
transmission access, transmission
arrangements, and cost of delivery
arrangements for the allottees in Kansas,

Response: Transmission issues will be
appropriately addressed during the
contractual phase of the LAP post-2004
resource pool process. Allottees are
ultimately responsible for transmission
and delivery arrangements, but Western
will assist allottees to secure
arrangements required to provide the
benefits of LAP power to the allottees.

Comment: Kansas Electric Power
Cooperative, Inc. (KEPCo) expressed
concern about the financial impacts to

. XEPCo and its member cooperatives.

Tribal allocations will reduce sales to
KEPCo members. Additional concern
was expressed that the lost sales to
member cooperatives would make it
more difficult to meet Rural Utilities
Service commitments for loan
repayment.

Response: Western will work with
KEPCo, its member cooperatives, and
tribes to minimize negative financial
impacts of LAP allocations. Western
will assist tribes to find the best method

of receiving LAP allocations that will
ensure equitable treatment for all
affected parties. Western understands
that the cooperation of KEPCo and its
member cooperatives is essential to
making allocations to tribes in
northeastern Kansas a success. Western
will work to satisfy the needs of the
parties involved. .

IT. Amount of Pool Resources

Western will allocate up to 4 percent
of the LAP long-term firm hydroelectric
resource available as of October 1, 2004,
as firm power. Current hydrologic
studies indicate that about 28 megawatts
(MW] of capacity and 44 Gigawatthours
(GWh) of energy will be available for the
summer season. Approximately 24 M\v
of capacity and 35 GWh of energy will
be available for the winter season. Firm
power means tirm capacity and
associated energy allocated by Western
and subject to the terms and conditions
specified in Western's long-term firm
power electric service contracts.

II1. Final Power Allocation

The following final power allocations
are made in accordance with the
Procedures. All of the allocations are
subject to the execution of a contract in .
accordance with the Procedures.

Final allocations for Native American
allottees are shown in this table.

Native American allottees

Final post-2004 power allocation

Summer Winter Summer Winter
kilowatthours kilowatthours kilowatts kilowatts

lowa Tribe of Kansas and Nebraska 1,986,640 1,722,043 1,232 1,180
Kickapoo Tribe in Kansas ............... 2,760,701 2,323,337 1,713 1,592
Prairie Band Potawatomi Nation 5,536,170 4,458,846 3,435 3,056
Sac and Fox Nation of Missouri ... 2,690,754 2,289,904 1,669 1,570
Wind River Reservation (Eastern Shoshone and Northern Arapaho

Tribes) 2,242,166 1,968,930 1,391 1,350

Native American allottees received
LAP allocations, that when combined
with existing and future Western
hydropower henefits, total
approximately 65 percent of their
eligible load in both the summer and
winter season based on the adjusted
seasonal energy data submitted by each
tribe. The allocation process considered
the current Western hydroelectric
benefits received through serving
utilities and future Western
hydroelectric benefits that will be
received by serving utilities as a result
of this allocation process.

Based on the applications submitted
by the Northern Arapaho and the
Eastern Shoshone tribes, Western could
not differentiate between each tribe's
load. The data from each tribe was used
to arrive at a final allocation for the
Wind River Reservation instead of each
tribe. The final LAP allocation for the
reservation considers, in addition to the
hydroelectric benefit from Western
through the reservation's serving utility,
the proposed allocation from Western's
SLCA/IP resource pool The
combination of all three factors, LAP,
SLCA/IP proposed allocation, and
current serving utility benefit, provides

approximately a 65 percent benefit of
Western hydroelectric power to the
reservation. The reservation's LAP
allocation was changed after
considering the proposed SLCA/IP
allocation published in the Federal
Register (66 FR 31910, June 13, 2001).
Because system plant factors are
different for LAP and SLCA/IP, only
SLCA/IP's proposed kilowatthours were
used to determine the LAP allocation.
The allocation change to the reservation
had no effect on other tribal allocations.

Final allocations of power for non-
Native American utility and nonutility
allottees are listed here.
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Final Post-2004 power allocation
Non-Native American utility and nonutility allottees Stririar Winter T — Winter
kilowatthours kilowatthours kilowatts kilowatts
City of Chapman, KS ... 254,099 167,487 158 115
City of EW00d, KS ... 167,205 146,045 104 100
City of Eudora, KS ..... 984,255 683,931 610 469
City of Fountain, CO ... 3,733,271 2,840,741 2,316 1,947
City of Garden City, KS .._.... 3,733,271 2,840,741 2,316 1,947
City of Goodland, KS ... 1,566,184 1,216.583 972 834
City of Horton, KS ... 434,979 313,926 270 215
City of Hugoton, KS ... 743,402 630,379 461 432
City of Johnson City, KS 440,463 336,772 273 231
Gily Of Meade, KS' i 497,516 313,427 309 215
City of Minneapolis, KS ................. """ 537,092 339,984 333 233
S LT 192,401 150,826 119 103
Doniphan Electric Cooperative Association, Inc., KS . 460,699 384,738 286 264
i S e T N 3,144,463 2,648,172 1,951 1,815
Kaw Valley Electric, KS ... 3,288,355 2,458,719 2.040 1,685
Midwest Energy, Inc., KS ... """ 3,733,271 2,840,741 2,316 1,947
Nemaha-Marshall Electric Cooperative Associalion, Inc., KS e 1,129,867 973.099 701 667
Regional Transporation District, Denver, CO 327,209 287,994 203 198
Sunflower Electric Power Corporation, KS ... e 3,733,271 2,840,741 2.316 i 1,947
Yellowstone National ELTLTR L | 220,959 145,946 137 l 100

The allocation change to the Wind
River Reservation caused a reduction in
the total pool available to non-Native
American utility and nonutility
allottees. Therefore. the final allocation
of power to non-Native American utility
and nonutility allottees was changed
accordingly.

The final allocations of power shown
in the tables above are based on the LAP
marketable resource available at this
time. If the LAP marketable resource is
reduced in the future. all allocations
will be adjusted accardingly. Long-term
firm energy with associated capacity
made available for marketing because an
allocation(s) has been reduced or
withdrawn may be administratively
reallocated by Western's Administrator
without further public process.

IV. Review Under the Regulatory
Flexibility Act

The Regulatory Flexibility Act of 1980
(5 U.S.C. 601, et seq ) requires Federal
agencies to perform a regulatory
flexibility analysis if a final rule is likely
to have a significant economic impact
on a substantial number of small entities
and there is a legal requirement to issue
a general notice of proposed
rulemaking. Western has determined
that this action does not require a
regulatory flexibility analysis since it is
arulemaking of particular applicability
involving rates or services applicable to
public property.

V. Review Under the National
Environmental Policy Act

Western has completed an
environmental impact statement on the
Program, pursuant to the Natjonal
Environmental Policy Act of 1969

(NEPA). The Record of Decision was
published in the Federal Register (60
FR 53181, October 12, 1995). Western's
NEPA review assured all environmental
effects related to this process have been
analyzed.

VI. Determination Under Executive
Order 12866

DOE has determined that this is not
a significant regulatory action because it
does not meet the criteria of Executive
Order 12866 (58 FR 51735). Western has
an exemption from centralized
regulatory review under Executive
Order 12866; accordingly, no clearance
of this notice by the Office of
Management and Budget (OMB) is
required.

VII. Determination Under the Small
Business Regulatory Enforcement
Fairness Act

Western has determined that this rule
is exempt from congressional

notification requirements under 5 U.S.C.

801 because the action is a rulemaking
of particular applicability relating to
rates or services and involves matters of
procedure.

Dated: December 18, 2001.
Michael S. Hacskaylo.
Administrator.
|FR Doc. 02-618 Filed 1-9-02; 8:45 am]
BILLING CODE 6450-01-p

ENVIRONMENTAL PROTECTION
AGENCY

[FRLY7127-5] A

FY2002-2003 Great Lakes Nalional/
Office Request for Propc/)éals

vironmental Protectio
Agency (ERA).

SUMMARY: EPX's Great Lakes NAtiona!
Program Offic (GLNPO) is no :
requesting the §ubmission of roposals
for GLNPO fundjing through the
“FY2002-2003 i
Program Office Rquest for, Proposals”
(RFP). The RFP solicits Préposals for
assistance projects \n the Areas of
Contaminated Sedityent¢, Pollution
Prevention and Redugtibn, Ecological
(Habitat) Protection ak Restoration,
Invasive Species, Habf{at Indicator
Development, and Erhe ging or Strategic
Issues. ;
DATES: The deadlige for yubmission of
Proposals is Fehr:]rary 15,002,
Document Avajlability: The RFP is
available on the fnternet at ttp://
www.epa.gov/ginpo/fund/2902guid/. Tt
is also availablg from Lawrence Brail
(312-886-7474/
brail la wrenc;é@epa.gov}.

FOR FURTHER INFORMATION CONTRCT:
Mike Russ, EPA-GLNPO, G-17]\77 West
Jackson Blvd., Chicago, IL 60604\(312—
886-4013/russ.michael@epa.gov)\
SUPPLEMENTARY INFORMATION: USERA 's
Great Lakes National Program Offick is
targeting a total of $2.9 million to award
in the summer and fall of FY 2002 for
Great'Lakes projects pertaining to:
Contaminated Sediments: Pollution

o
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L. Providing Encrgy Services in Western Kansas . . . Today

Midwest Energy, Inc. is a provider of electric and natural gas energy services in western Kansas, and has
positioned itself to provide those services in a reliable and economic fashion. Through a series of strategic
decisions over the years, Midwest has shaped its main role as that of a delivery company. While we can
and do provide the energy itself to many of our cusiomers, we are in a position to support our customers in
their quest o obtain the most economic energy supplies available, regardless of its source.

We provide both electric and natural gas service in all or parts of forty counties in central and western
Kansas, and do so as a member-owned cooperative. The essence of cooperative ownership is the
allegiance to only one stakeholder — the customer. We never find ourselves walking the tightrope between
maximizing value to shareholders while minimizing costs to customers. Our owners and customers are
one and the same, and do necessarily share common goals relative to the service a utility provides. Any
margins generated through utility operations are returned directly to the customer or (o the maintenance
and development of the utility (o benefit the customer. In short, we are a servant to only one master.

A substantial portion of our service territory is rural, with a low customer density. We believe we have
been particularly successful in providing energy and value-added services (o these rural customers, as well
as those in the many towns or cities we serve, by providing reliable service at rates that allow the customer
to obtain the maximum value for their energy dollar. The relatively low customer density of our system
has required that we be creative in the management and operation of our system, and indeed we have lead
the way for many other utilities in the areas of training and cross-functionalization of our employees.

While we sce our niche as that of a delivery company, we fully recognize the need to provide the energy
commodity to our customers, and (o do so cfficiently. And make no mistake about it, energy is a
commodity and is traded as such. On the electric side of our business, we service approximately 35,000
retail customers, and at present provide all of the electric energy they consume. However, we have laken
the approach that we can best serve them by owning only peaking generation capacity, and competitively
purchasing the remainder of our needs for generating capacity and energy. This strategy has been quite
successful for a number of years, and has allowed us to maintain electric rates that are among the lowest
in the state. Even in the trying times of the recent years we have been able to provide energy at
competitive rates, and have managed our supply portfolio such that we have adequate resources available
at all times. We continue to look forward in the management of our supply portfolio to ensure that we can
conlinue lo provide this same level of service for years to come,

While the supply of electric energy has been challenging of late, the natural gas business has been even
more difficult. Midwest’s role as a delivery company is no more evident than in our gas service. We
presently service about 44,000 customers, of which about 10% of those customers have exercised their
ability to choose alternate gas suppliers. However, for the year 2000 other suppliers furnished nearly 60%
of the total volumes flowing through our system directly to our customers. Obviously those customers,
mainly agricultural and cominercial, have found a value in the ability to select suppliers other than
Midwesl who best meet their needs in providing market-based pricing and services. While it is a
particular challenge to plan supplies for a group who may elect to return to Midwest from their third parly
supplier, we believe we do so without burdening those customers who consistently purchase their energy
directly from Midwest.

In all cases, for both gas and electric energy, we use a very competitive bidding process (o select those
suppliers we determine can provide us reliable capacity and energy supplies at the most favorable costs.

HOUSE UTILITIES
1 DATE: |-2,Ll—OZ
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Again, the fruit of these endeavors is found in our rate structures and access (o competitive supply
alternatives.

As much atiention as we pay to the energy supply side of the business, we are equally diligent in
managing our delivery assets. Our joint focus on training and maintenance has paid dividends through
the high degree of reliability of our service. Particularly considering the rural nature of much of our
system, we maintain a very low customer outage rate. We have also taken advantage of our capabilities to
operate rural systems efficiently to acquire distribution assets from other entities, and thereby improve the
service and rates to those customers served from those systems. Our most recent acquisition, the gas
distribution assets of KN Energy in western Kansas, is a case in poinl. 'We have demonstrated that this
acquisition was good for both our existing customers and the customers formerly served by KN Energy.

As a large cooperative, we provide these utility services (o our customers in a regulated environment. We
have worked hard over the years (o build and maintain a positive relationship with the Kansas
Corporation Commission, and help them understand the unique aspects of our utility business. This has
allowed us to continue to provide the services our customer/owners require, while meeting the standard of
promoting the public interest.

In the interest of preparing for the future, Midwest Energy is proud to say that it has unbundled both its
gas and electric bills into functional components. That is, we have separated the cost of the natural gas
and power in the wholesale market from the cost of delivery. Among other things, we believe this is an
important educational tool to help customers understand the coming industry changes.

II. Looking Ahead

We are committed to working closely with the Commission and the Legislature to formulate public policy
that ensures that Kansans will continue to have access to reliable and affordable energy supplies in the
very dynamic energy industry we now face. The challenges confronting utilities, regulators and policy
makers are many, but generally center around ensuring adequate and safe energy supplies at both the
regional and national levels. Tt is important that the Legislature, Commission and utilities take an
aggressive forward-looking approach to meet the energy needs of Kansas.

Legislation enacted in the last session provided a foundation for construction of new bulk power facilities.
That legislation provides incentives to both public utilities and independent power producers to build more
generating capacity in Kansas. While a step in the right direction, frankly, there may be additional work
to be done. We encourage the Legislature to view taxes from an incremental perspective. Yes, tax
incentives mean that a power producer might pay something less than the full tax rate. But, overall tax
collections will still be up if the incentive is for additional generating capacity. You know the adage, “50
percent of something is better than 100 percent of nothing.” If the overall objective is to improve power
supplies in Kansas, then make that the priority and tax collections secondary.

This same legislation also provided incentives for the construction of electric transmission lines. Again,
that is good, but only a start. The incentives are limited to lines that will be connected to an electric
generation facility, and operate at 230,000 volts or more. The transmission grid operates as a network,
and it is possible that bottlenecks can occur at places other than power plants, and at lower vollages.
Midwest Energy encourages the legislature to revisit this topic and provide incentives for new
transmission capacity at least as low as 115,000 volts, and anywhere on the grid, not just lines connecled
directly to power plants.

[ge]
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We encourage the Legislature (o take a close look at how ultililies are regulated in Kansas. In short, it is a
retrospective rather than forward-looking approach. Midwest Energy believes that both the Kansas
Corporation Commission and the Citizens” Utility Ratepayers Board do a good job of fulfilling their
statutory mission. Unfortunately, that mission is focused on reviewing the past and penalizing utility
companies if resulis are not ideal. In changing times we believe that regulatory and watchdog boards
should be chartered with making sure utilities are adapting for the future. That won’t happen as long as
utilities operate conservatively because there is a high likelihood of second-guessing regarding the
prudence of past actions. Again, we are nol faulling the KCC or CURB for doing their current job well,
bul we believe the position description needs fo change if Kansans are (o have the reliable and economical
cnergy supplies they will need in the years ahead.

A simple example of a policy change that can realize this goal is the use of a prospective test year for
ratemaking rather than a historical test year, or the latest 12-month period. The historical test year forces
us to assume that past relationships between costs, revenues and investments will remain unchanged. In
today’s world that assumption doesn’t hold water. Even the current practice of adjusting for “known and
measurable changes” in rate reviews does not fully equip the utility to move ahead. A better approach for
dynamic times is the use of a forecasted test year. This is not a new concept, and in fact is used by the
Federal Energy Regulatory Commission. We don’t know any other business operating in a compelitive
environment that plans actions or sets prices based on what has happened in the past. Rather, successful
business owners look (o the future. There are other regulatory approaches such as performance-based
ratemaking that will emphasize performance over hindsight. And there will clearly remain a place at the
table for the KCC and CURB to profect the intercsts of ratepayers. You can help us move ahead rather
than protect our flanks.

These concepls are particularly evident as we prepare o file for a rate adjustment with the KCC later this
year. We are just now preparing the required analysis and schedules, and cannot yet predict even the
dircection of the adjustment, let alone the magnitude. Tt is worth noting that our last general eleciric rate
case was completed in 1990, and on the gas side we last adjusted rates in 1995, Similarly, KN Energy,
whose rates we adopted when we purchased their Kansas assels, last adjusted their rates in 1993, Asa
customer-owned cooperative, our only objective is to set rates that allow for the continued economic health
of the company, and for the continued provision of reliable and valuable energy services. Of course, much
more information about our rate filing will be available later this spring,

One of the more significant challenges facing an electric utility today is the development of regional
transmission organizations, or RTOs. The FERC has continued (o press forward with its vision of only a
few regional organizations operating the high voltage networks in the country. Midwest Energy, Inc. is
currently a member of the Southwest Power Pool (SPP), which has applied for approval to become an
RTO; unfortunately the FERC has denied (his request, and SPP is now negotiating a merger with the
Midwest Independent System Operator (MISO}), which was previously recognized as an RTO. While this
may well benefit the region in the long term, there are several substantial concerns that we feel must be
addressed. Chicef among those is the definition used by the MISO of transmission; their regional tariff
recognizes only those transimission assets that operale at voltages at or above 115,000 volts. In contrast,
Midwest Energy, Inc. has a subslantial investment in transmission facilities at 69,000 and 34,000 volts,
both of which are already used to make wholesale deliveries to wholesale municipal customers. We will
continue to press whatever regional entity assumes control of transmission assets to make this recognition,
as the FERC has already done in approving our own transmission rates. The KCC may well play a role in
this process, and even the legislature can get involved through a recognition that upgrades to transmission

\«,be



Midwest Energy, Inc.
Update on Utility Industry Issues
Joint House-Senate Utilities Committee
January 24, 2002

service, even at voltages below 230,000 volts, are still necessary to delivery bulk energy supplies to
communities and customers in western Kansas.

Finally, we don’t normally make a big issue of the differences between cooperatives and investor owned
utilities. Bul as noted earlier, Midwest Energy does not have to balance the interests of ratepayers and
shareholders. The questions of “Who gets the benefit?” or “Who pays the costs?” do not apply. Rather,
we can focus on the question of “Does it increase value for customers?” Current statutes recognize this.
Electric cooperative members can vote to remove themselves from KCC rate regulation. But, Midwest
Energy is nol eligible because of its size, and natural gas cooperalives are not even considered. We will
not advocale that Midwest Energy should be exempted from cither electric or gas rate regulation.
However, we are studying statutory changes that might be made to improve Midwest Energy’s ability (o
focus on customer value and not be restricted by safeguards designed for investor owned utilities and their
customers.

Thank you for allowing Midwest Energy to update the Ulilities Committees of the House and Senate on
issues of importance. We would be happy to discuss these issues with you further at your convenience.
Please give us a call or stop by our operations wlhen you are in Western Kansas.

Midwest Energy, Inc.

Update on Utility Industry Issues

Joint House-Senate Utilities Commitiee
January 24, 2002



BEFORE THE HOUSE COMMITTEE ON UTILITIES
PRESENTATION OF THE
KANSAS CORPORATION COMMISSION
JANUARY 24, 2002
REGARDING HOUSE BILL NO. 2644

Chairman Holmes, Vice Chairpersons, and members of the Committee, my name
is Joe White and I am the Director of the Utilities Division of the Kansas Corporation
Commission (Commission). I would like to thank you for the opportunity to speak to you
this morning in opposition to HB 2644.

The House Committee on Utilities has proposed House Bill 2644, an act

concerning public utilities; providing for recovery of certain costs of uncollectible
customer accounts.

Currently, the Commission provides for recovery of uncollectible account
expenses for each of the jurisdictional utilities it regulates. HB 2644 does not create new
policy, but changes the current procedure. The purpose of my testimony is to explain the
Commission’s current procedures related to accounting for bad debt expense and to
express my concerns with the procedures proposed in HB 2644.

Kansas jurisdictional utilities have their rates established pursuant to procedures
outlined in statutes and regulations through a filed proceeding held before the

Commission. The rates have two basic components, being the cost of service and
allowed return on rate base.

The cost of service is the total of allowable expenses as adjusted or normalized to
represent the on-going operating costs of the utility. Included as a part of the cost of
service is bad debt, or uncollectible, expenses. Thus, each jurisdictional utility collects
an allowed amount of bad debts in approved rates under current regulatory procedures.
In addition, during rate proceedings, the Commission’s Staff (Staff) conducts a thorough
audit to determine the proper level of bad debt expense to be collected in rates. This
traditional regulation allows for increases and decreases of different cost of service
expenses to offset each other as they react to the local economies, prices, weather and
management decisions. While some components of the cost of service increase, others
decrease. For example, while the cost of supplies may rise because of inflation, the cost
of labor may decrease because of improved technology. Even bad debt expenses increase

and decrease year to year. But, it is the interaction of all these expenses that makes
regulation work.
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The overall rate of return is a calculated percentage that is applied to the rate base.
This percentage is composed of the cost of debt and an allowed return on equity. The
return on equity has always been a somewhat subjective calculation, but in simple terms,
it represents a percentage adjusted for a utility’s risk of being able to recover cost of
service and to provide a fair return on equity. Consistent with current law, jurisdictional
utilities bear the burden of earning their allowed return between rate cases.

When addressing the procedure proposed in HB 2644, Staff is concerned that it is
in violation of the Commission’s long standing prohibition against “single issue
ratemaking.” Single issue ratemaking is the term used to describe a single adjustment to
a company’s cost of service outside of the context of a rate proceeding either to reflect an
increase or a decrease in an expense, without considering other, possibly off-setting
adjustments for other expense items. This is evidenced in part by the Commission’s
January, 2002, order in Docket No. 02-GRLG-259-MIS, which denied a procedure
similar to the one proposed in HB 2644. The Commission ruled in the same order,
alternatively, that the utilities could apply for what they considered extraordinary bad
debt expenses in their next general rate filing which could then be quantified through a
Staff audit. This procedure, while maintaining the integrity of the regulatory process,

also allows for the proper balancing of over and under collections in rates and the proper -

determination of ongoing levels of bad debt to be collected in rates as well as a proper
matching of return on equity with a company’s risk in collection of its cost of service.

If the procedure proposed in HB 2644 is adopted, several decisions and
adjustments must be made. To implement HB 2644 immediately would require a review
of all jurisdictional utility rates to remove those costs already being collected so that
double recovery of the same expense does not occur. This could include a review of over
and under collection by the utilities since their last rate adjustment. Also, the allowed
return might require an adjustment to reflect the lower risk to the utilities for being
allowed to recover dollar for dollar for all bad debt write-offs.

Thank you for your time and attention. I and other Commission Staff members
are available to answer any questions you might have.



