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Match 1, 2000

tam Bullard, Jr.
- Executive-Secretary
S'ou lakota Public Utilities Commission

50 ast Cap1t01 Avenue
Pierre, South Dakota 57501

Re:  DocketNo.
MidAmerican Energy Company
Application for Determinations

Dear Mr, Bullard:

Enclosed for filing with the Commission in the above-referenced mattes are
documents assembled in 13 two-volume sets (original and twelve copies, friclodin

“for acknowledgment):
o This transmittal letter;
o Petition;
¢ Motion for Protective Order; L
¢ MidAmerican Exhibit 1.0 — Direct Testimony of Mark W. Robest ;;
¢ MidAmerican Exhibits 1.1, 1.2 and 1.3;
o MidAmerican Exhibit 2.0 — Direct Testimony of William £, Ty
* MidAmerican Exhibit 2.1, 2.2, 2.3, 2.4 and 2.5; and
®

MidAmerican Exhibit 3.0 — Direct Testimony of Alan S,

Volume 2 (enclosed in an envelope marked “CONFIDENTIAL") consis
documents that are subject to the request for confidential treatment of informaty
-~ below. ‘

‘Request for Confidential Treatment of Information

Inaccordance with Rule 20:10:01:39-42, Mid American requests that a potios
~enclosed information be designated as confidential in the Commission’s files. fna
with such Rule, the following information is provided:



1American

ixecutive Secretary

South Dakota Public Utilities Commission
March 1, 2000

Page 2

(1)  Description of Confidential Information -

e MidAmerican Exhibit 1.2 — MidAmericar’s 20002005 Gener
Capacity Plan;

o MidAmerican Exhibit 2.2 ~ Designation of Non-X

¢ MidAmerican Exhibit 2.3 — Information related to assurm
average cost of capital and discountrate;

o MidAmerican Exhibit 2.4 — Graphs depicting bid unaleses:

o MidAmerican Exhibit 2.5 ~ Analyses of bids.

(2)  Length of Time — ten (10) years.
3) Contact Person —

Randall B. Palmer, Senior Attorney
MidAmerican Energy Company

666 Grand Avenue, Suite-800 (50309)
P. 0. Box 657

Des Moines, lowa 50303
515-281-2579 (voice)

515-281-2970 (facsimile)
rbpalmer@midamerican.com

(4)and (5)  Statutory and Factual Grounds for Confidential Treatment~

o The Confidential Information includes information rek
future capacity needs of MidAmerican, the identities
MidAmerican’s recent capacity and energy request for
information regarding such bids, MidAmerican aﬂéﬁ
assumptions used in such analyses. The public discle
information would have a significant adverse impagt
MidAmerican’s future ability to negotiate comp
contracts for the purchase of capacity and etiergy asw
to participate as a seller in the competitive engrgy markets. -
disclosure of this information will result in material damuge




imetican will release the Confidential Information to .intﬁl“\feﬂorsfinfthiSifﬁtﬁé@ X
¢t 10-an-acceptable protective agreement. '

o

The Confidential Information has been marked “CONFIDENTIAL" and is enclosed »
envelopes marked “CONFIDENTIAL.”
Please send all communications regarding this filing to:

Randall B. Palmer, Senior Attorney
MidAmerican Energy Company

866 Grand Avenue, Suite 800 (50309)
P. O, Box 657

Des Moines, lowa 50303
515-281-2579 (voice)

$15-281-2970 (facsimile)
rhpalmer@midamerican.com

Please acknowledge receipt of this filing on the 13" set and return it in the postage-
envelope provided.

i’ndasures

¢er Comeron Hoseck




STATE OF SOUTH DAKOTA

BEFORE THE PUBLIC UTILITIES COMMISSION

MidAmerican Energy Company
DOCKET NO.

tion for Determinations Pursuant
tion 32(k)(2)(A) of the Public Utility :  APPLICATION FOR
Holding Company Act :  DETERMINATIONS

MidAmerican Energy Company (MidAmerican) submits this Application for

Dieterminations Pursuant to Section 32(k)(2)(A) of the Public Utility Holding Company Ac
{PUHCAY' In support of the Application, MidAmerican states:
I Overview of Application
A. MidAmerican is an lowa corporation with its principal office located-at'6
Grand Avenue, 2900 Ruan Center, Des Moines, Iowa 50309. As a public
utility subject to the jurisdiction of the Commission, MidAmerican is-enga
in the businesses of supplying electricity and natural gas to the public i
Dakota and other states. In addition, MidAmerican is a public utility:sub
1o the jurisdiction of the Federal Energy Regulatory Commission (PER
Towa Utilities Board and the Illinois Commerce Commission.
B,  MidAmerican is a direct wholly-owned subsidiary of MHC Inc. MHC I
an exempt public utility holding company under PUHCA. MHC Inc. is an
indirect wholly-owned subsidiary of MidAmerican Energy Holdings

Company (MidAmerican Holdings).

1511 8.C. §79z-3a
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verview of evidence offered

A
b

Cordova Energy Company LLC (CEC) is a direct wholly-owned:
Quad Cities Energy Company (QCEC). QCEC is a direct who]i“
subsidiary of MidAmerican Holdings.

CEC is an affiliate of MidAmerican. Application Exhibit A,
s‘ﬁows the relationships of the entities referred to in this Ap
affiliation of MidAmerican and CEC.

CEC is constructing the Cordova Energy Center. FERC has de
CEC is an Exempt Wholesale Generator (EWG).
MidAmerican proposes to enter into a Purchase Power Agreeme
CEC and seeks an order of the Commission setting forth spemﬁc
determinations by the Commission as required by Sectior

PUHCA concerning the PPA.

In support of this Application, MidAmerican will offer the testimon)

exhibits of the following witnesses:

L. Mark W. Roberts, MidAmerican Exhibit 1.0 — Mr. Robexts;
MidAmerican's Energy Trading and Planning Vie v
discuss (i) how MidAmerican arrived at the decision to-entés
PPA with CEC, (ii) the Commissicn’s regulatory authority w
to MidAmerican and its affiliates and (jii) the application of
Dakota regulatory requirements, including any applicable least¢

planning regulations.

Cordrvnt Erpegy Company LLC, 87 FERC Y 62,157 (1999).




Applicable law

12

William E. Turnbull, MidAmerican Exhibit 2,0.— Mr.
Term Trader for MidAmerican, will describe the reque:
process that led up to MidAmerican's entering into the:
prices, terms and conditions of the PPA.
3. Alan Taylor, Mid American Exhibit 3.0 —~ Mr. Taylor; a:v
with PHB Hagler Bailly, Inc., will explain why the PP2
beneficial to consumers, (ii) will not provide: CEC with
competitive advantage by virtue of its affiliation wnhMr 1

and (iii) is in the public interest.

PUHCA Section 32(k)(1) prohibits an electric atility-company fr
into a contract to purchase electric energy at wholesale from an
EWG is an affiliate or associated company of the-electric utility com
unless each of the state regulatory commissions havingjurisdiction
retail rates of the electric utility company have madet
determinations as described in PUHCA S:ect_»i_o.niS?Q(; »
In regard 10 the PPA and in accordance with the requi?'remeﬁtis:bf
section 32(k)(2)(A), MidAmerican requests the Com.mi/SS'i.enf"t‘é’iiifL‘:SU'
that sets forth the following specific determinations:
L the Commission has sufficient regulatory autﬁb‘rity;: resourc :

aceess to books and records of MidAmerican and:CEC to exer

duties under PUHCA Section 32(k)(2); and

is also filing requests for PUHCA Section 32(k)(2)(A) determinations with the
sion ang the South Dakota Public Utilities Commission.

Page 3 of 5



In regard o such determinations, MidAmerican states:

i.

Lo

the transaction »(i’)*wviv?ll benefit consumers, :‘-_‘.('jj
South Dakota law (including, if applicable, Teast cost pl

would not provide CEC with any unfair compétitive ads

virtue of its affiliation or association with: Mid;

the public interest.

the Commission, the:Iowa Utilities'Board and the Ilhnms
Commission have jurisdiction over the: tegp‘lmta&bundl;éd
MidAmerican;

the Commission has sufficient regufl'at’_c)"fryj;aqth(}jﬁ;_ty,. ;.res,t‘):,_,
access to books and records of MidAmerican and CEC to'e
duties under PUHCA Section 32(k)¢2);

the execution and performance of the PPA by MldAmt:nC
benefit consumers;

the execution and performance of the PPA by deAmem;a
violate any South Dakota law, including any applicable/least
planning requirements;

the execution and performance of the PPA by MidAmerican:-wil
provide CEC any unfair competitive advantage byvi’;rtuei:(:)if‘?ift's;
affiliation or association with MidAmerican; and |
the execution and performance of the PPA by MidAmeric

public interest.



WHEREFORE, MidAmerican requests the Commission to issue an order setting
the specific determinations required by PUHCA Section 32(k)(2)(A) with regard oth

Dated at Des Moines, Iowa, this 1% day of March, 2000.

Respectfully submitted,

,666 Gr,and, Aven;i:e;

P. O. Box657 _
Des Moines, Towa 50303
515-281-2579 (voice)
515-281-2970 (facsimil
rbpa]mer@mxdamencan com

Attorney for MidAmerican:Energy Com

Page 5 of 5



'CONTINUATION # [I ]




MidAmcncan Enargy Holdngs(l‘ompany

} . T = ‘1 e - 1
Non-regulated | | Non-regulated Quad CE Generation Northermn | MidAmerican | | HomeServices.com Inc.
International | | U.S. Cities LLC | | Electric (U.K.) | | Funding, LL.C | L
Subsidiaries | | Subsidiaries Energy . 7 v

| Company

Subsidiaries _ Subsidiaries | MHC Inc. I | Subsidiaries

Cordova
Energy
Company
LL.C

MidAmerican | | Midwest Capital | | MidAmerican MidAmerican
Services Group, Inc. | Capital Company | | Energy Company
Company | R R N N

, : : - - e - Subsidiaries |

Subsidiaries

| Pow | | subsidiaries

rketing







MidAmeri

STATE OF SOUTH PAKOTA

BEFORE THE PUBLIC UTILITIES CON

MidAmerican Energy Company :
DOCKETNO.

cationfor Determinations-Pursuant |
tion 32(k)(2)(A) of the Public Utility : APPLICATION FOR
"Holdmg Cnmpany Act : DETERN TIONS

DIRECT TESTIMONY
OF
MARK W. ROBERTS

Please state your name and business address.

| A, Mark W, Roberts. My business address is 4299 Northwest Urbandale:
Urbandale, Towa 50322-7298.
By whom are you employed and in what capacity.
L am employed by MidAmerican Energy Company (MtdAmem:dn) asEl
Trading and Planning Vice President. a

- What is your educational and employment experience?
I graduated from Iowa State University with a B. S. degree in Industial- '
Administration (accounting option) in 1978 and received an MBA fror
University in 1986. Thave been employed by MidAmerican or its predéces

1978 in a variety of capacities, including internal auditing, budgeting, spec

projects, accounting and administrative services, and energy trading and’
My current responsibilities include electric trading, gas supply and trading

trading and transportation, market assessment and generation business devel



MidAmerican Exhiban L0

Purpose of Direct Testimony

What is the purpose of your direct testimony in this proceeding?

I will discuss (i) how MidAmerican arrived at the decision to enter into the Purchuise

Power Agreement (PPA) with Cordova Energy Company LLC (CECY, (i) why
PPA will be beneficial to consumers, (iii) the Commission's regulatory atithios
regard to MidAmerican and its affiliates, (iv) the accounting treatment forth
including any least-cost planning regulations, to MidAmerican’s decision to-ent
the PPA, and (vi) why the PPA is in the public interest.

Will others be providing direct testimony on behalf of MidAmerieun it this _

proceeding?

Yes. William E. Turnbull, a Long Term Trader in MidAmerican's Ele

setete Tradin

group, will describe the request for proposal (RFP) process that led up to
MidAmerican’s decision to enter into the PPA and the prices, terms and conditi .
the PPA. Alan S. Taylor, a vice president in the Economics and Anulytics prat
group of PHB Hagler Bailly, Inc., will explain why the PPA (i} will be benefi
consumers, (ii) will not provide CEC with an unfair competitive advantage by
of its affiliation with MidAmerican, and (iii) is in the public inferest.

MidAmerican’s decision to enter into the PPA

Is CEC an affiliate of MidAmerican?

Yes. The affiliation of MidAmerican and CEC is described in the Petition.
Are you sponsoring the PPA?

Yes. It is provided with this testimony as a part of MidAmerican Exhibit 1.1,



Is there a reason that the PPA has not been signed by Mid A

Yes. Section 32(k)(2) of the Public Utility Holding Campiiny

that MidAmerican seek the Commission’s determitnations nider that
PUHCA in advance of entering into the PPA, However, M

have signed a Letter of Intent to enter into the PPA subject to
approvals. A copy of the Letter of Intent is provided as o puist 6 §
Exhibit 1.1.

Why has MidAmerican decided to enter into the PPA with CEC?
MidAmerican needs the capacity and energy from the PPA

expected needs in the June 2001 to May 2004 period covered

also provided better protection against high envrgy costs dun

continued market uncertainty.

There are three issues MidAmerican evaluates: (i) the cupacity
customer peak load needs and MAPP capicily reserve requirenients; »
capability to have energy to meet its customers’ niecds ot times whes ¢
MidAmerican units are out of service; and (iii} the cost of scquang few:

versus the resulting market opportunity to sell the capaciiy wid encrgy.

How does MidAmerican plan to meet the capacity needs of its customers?

In July 1999, MidAmerican came within about I pereest of eveeed

capacity level it could provide without falling deficit of the Mid-C

Power Pool’s (MAPP) 15 percent reserve requirement. "This irargin



summer season. As MidAmerican works on its forecask te project loeds sad

capabilities for the near future, many variables affect the forecasted need

additional Mid American capacity. These variables include forsesy
growth, adjustments for possible weather conditions, ol changed

availability of contracted capacity and retail load changes due wopen

However, as outlined in the MidAmerican Energy Conipa

Capacity Plan, MidAmerican's medium-term need is w ad

_generation portfolio. In an effort to determine the least-cast optive, M

initiated the RFP in the Spring of 1999 as discussed in grester detur
testimony.

Is a copy of the MidAmerican Energy Compary 2
available?

Yes. I am providing a copy as MidAmerican Exhibit 1.2,

Why did MidAmerican select 250 MW of combined-cycte cupa

other options?

The answer to this question addresses how we evaliuted the cupy

customers’ needs at times when one or more MidAmericun wils @ out

Electric markets prices in 1998 and 1999 were extremely volatile. Ther

significant chance this volatility will continue antil meve regional g@mmmﬁ
is constructed and certain transmission constraims are relieved. Gengs '
equipment supply schedules have significantly lengthencd. Therelor
few years for significant new generation cipacity fo be constricted. As wig
alternative supplies of capacity with fixed or fuel-cost-timited ermsegy pe

attractive. By purchasing this level of capacity. und having i ied to & fueke



15

16
17
18

19

21

22

limited energy price, MidAmerican will have & better option
competitive supplies over the intermediate perfod. &8 comigy
market volatility.

Will you please explain the third evaluation ctiterion vou ad

how MidAmerican determines the need for additional cape

acquiring new capacity versus the resulting market opporu

and energy).

The third primary evaluation that Midenericas salkes i vwhet

7

power agreement being entered inte o thie capucity betag bul
forecast of future market prices. M the purchuse or budld oph
are expected to be below future market prces, i makes mon
rather than buy at market prices. Evalustion of i
surety of supply, but it is an evaluation due VidAmericus ok
In the RFP that MidAmerican sent out Apel 30 and

that MidAmerican did not plan to bay capacity wnd seerge |
initial years of the project’s ife?

At the time the RFP was sent out, MidAum:

impression the output of the CEC Plant hud beer o would be 1

would not be avuilable for direct sale te Ml merican.

MidAmerican RFP, which wus unanticipaied by MidAmsicns

Will the PPA be entered o by MidAmerican in (be andin

the purchase of services, supplies or othe




i elies o

“A. . Yes. Inthe ordinary course of its busingss, Mid&mne

. generation it owns and power it purchases to serve its customery” nee

| process conducted by MidAmerican identified the PPA us the best ¢

cust@mer needs. In such circumstances it is MidAmen

" ~execute such a purchase agreement.

i Iam referring to MidAmerican’s native load (bundled sore

the customers it will acquire in the competitive markets. both retail und W
well as a limited number of wholesile, requirements cuslomerns.

What other power purchase contruets it excess of ong year s

MidAmerican have?
After the year 2000, MidAmerican’s remaining long-tess powe

are as follows:

Seller ’ Caﬂfm{:it}
AGP - 2MW
BFI Gas Services |  4MW
City of Davenport | 1MW
Montezuma - 2MW
Upper Rock Energy | MW
Waste Management 6 MW
of lowa
Waverly, lowa , ” MW
Enron Wind 1125 MW

' narneplite

~17 MW
accredited
NPPD (Cooper) 379 MW
Indianola 17 MW
MW decline year
to year

If the PPA is signed, what percentage of MidArmericas’s fotal copoc

met by the PPA?



percent of MidAmerican's totu} nutive kel capae

MW, the latter representing the forecast Yor 2001 normal peg
Teserves).

Assuming the PPA is signed, what percentage of Mid&miriens"s okl ¢

will be met through loag-term power purchase contrae
Assuming the Enron Wind Farm provides sppron
capacity during the sumrmer pesk, Mada
approximately 16 percent of the reqeirsd capucity need
conditions ((250 MW for CEC + 446 MW frony carfier b

Why did MidAmerican decide to contr

new generating capacity?

Electric restructuring has been In discussion singe 996 dish
growth has slowly but steadily inereased. With electric
already passed in IHlinois und being eomsidered in
uncertain long-term environsment for retall &
territories related to the duration and nature of thie obligation e s
uncertainty will be lessened in the future:; theretore. coslracting &
answer at this time. In addition, the term of the conteuet provides &
MidAmerican’s changing obligation to continue e provide busdled seuail

service in [llinois. The term of the contract is relativety hort, p

greater certainty about market conditions and giviag ¥



capacity or make other contract asrungements Griclading 3
most economic.
Why does MidAmerican prefer to enter into this transaetion &

opposed to eniering into a transaction with u third paety?

This transaction is MidAmerican's towest cost option for this
determined by an open bid process supported with exiens|
MidAmerican wants to rematn a low-cost supplier, and thig B

position. MidAmerican provided no advantige or disadvuntage &

bidders in this process; it is taking its lowest-cost option fioe this tig

CEC provided the low evaluated bid for the supply requestad; terlon

an agreement with an unaffiliated party would resalt in higher eests.

How does MidAmerican view its obligations with sespections
MidAmerican recognizes and takes seriously its legal and regula
respect to affiliate transactions that require certabn condact i polent

involving affiliates. Thus, it wauld e bad busimess frea botl segutilon

perspectives in several jurisdictions and from the potentiul cagtomes o

competitive environment to incorrectly influence the putcorme of the solf
the PPA.
Are the prices to be paid by MidAmerican at or below prevailing rmarket pa

Yes. Mr. Turnbull will address murket prices in hes iestimosy.

Consumer benfi

If entered into by MidAmerican and CEC, will the PPA b honet

MidAmerican's consumers?



-+ MidAmerican’s forecast of future market prices. Moreover, the combined:

Yes. As discussed in the testimony provided by Adan Taylor sad W

the purchase of power and energy from CEC s the better option o compas

o

j fired Capaci ty is a good fit with MidAmesiean’s strong il of %!ﬁ&‘sﬁf &
Just as important as these two issues is the way tils po

risks MidAmerican faces. Those risks full in twe privis
risk, a
load customers who do not have the cheice to seek compeiit
that choice. MidAmerican dlso has an obligation t mect (5 othe

to supply power and energy. MidAmetican s seei

MW in 1998 and 3,833 MW in 19993, This srowth pus

incurring a MAPP capucity churge of SOL040 per MY
minimum capacity reserve of 15 percent.

The PPA also helps o assure that encegy will be avidlab
MidAmerican’s customers negd it. With truasadeon aipa
MidAmerican runs the risk of not meeting the eacrey needi ot
its large units has an outage at the tme of high enerey ne

energy may not be available at any price at the tey

& of b gh ene
energy prices).

Both the capacity risk and energy risk are wi
purchase from CEC. The three-yeur contract with atlow MidNmerie

develop other options for adding capucity.



to 2004 period. The purchase from CEC is the Towest ¢os

purchase options MidAmerican evaluated.

Will the capacity that MidAmerican purchuses from CEC under the PE
accredited by MAPP?
Yes. We expect a preliminary indication of MAPP scoreditation ne lute

20, 2000 and that the capacity would be aceredited by MEAPP in the sew

2001.
Will the PPA and contract with another bidder sutisle the caps

obligated to have to serve the peak load of its custoniers and adeiue
reserve margin, address the capabitity to have reusonal
meet customers’ needs at times of gystem streds, sl

purchases in the wholesale marketplace?

While these purchases address those three needs, dusing the June

2004 additional resources are likely to be needed.

of PUHCA with regard to the PPA is that the Com

authority, resources and access to hooks and reconds ¢

relevant associate, affiliate or subsidiury company. Please de
regulatory authority, resources and agcess o the books

Although the Commission does not huve specifie

A



14

15

.16

18

19

affili ates, as well as with others, that it finds o be anreusonable. Trag

MidAmerican’s relationship with its afiiliates, the Commiision eleasly b

authority to disallow in the ratemaking process those expienses imcure

the Commission does not have the statutory suthority fo scoess the biow

of CEC, I am sponsoring an affidavit of Jumes Adbert Flores,

Finance, of CEC. The affidavit has been marked ss MidAmerican Exk
affidavit states that CEC will provide the Cormission witl actess tothe

records of CEC to the full extent necessary to enable the Con

duties under PUHCA Section 32(k}(2)(A). Conssquentiy, tothe

MidAmerican and CEC enter into the PPA, their contructual relutionshd

subject to these aspects of the Commission’s ratemaking authorty snd tees

CEC’s books and records.
In your opinion, does the Commission have sufficlent regolatory anthe

and access to the books and records of MidAmerican and CEC 1o deternils

PPA (i) will benefit MidAmerican’s customers, (1 does st violate g
law (including least cost planning, if applicable), (it will pot provide CEC
unfair competitive advantage by virtue of its affiliotion with X
in the public interest?

Yes. In my opinion, the Commission’s ratemuking autherity combined wi
ability to access the books and records of CEC, as previeusty descrtbed, dom
the Commission’s authority to make the required determinations.

Accounting trestment

Will there be any common costs resulting feom the PEA betwess MidAme

CEC?



‘A - No. The PPA is strictly for the purchase of capacity and energy by Mi

15

16

from CEC’s plant. The Commission’s ratemaking oversiglit il

at market prices and through a competitive bidding p

1In compliance with the FERC Uniform Systers of Acgounts, Mid&ees

the payable in a unique activity within account 234

1dles between MidAmerican and CEC. As related tothe PPA. the

eess. Avsuch

cross-subsidization.
What accounts will MidAmerican use to record its payments 1 CEC

e

record the purchase within account 555 as a cost of purchased power und %

4 for intersormpany aEcoul

-

payable to CEC. MidAmerican will be purchasing the ngtural gas fuel for
Plant for its share of the Plant’s output; therefore, those transactions andic

will not involve CEC.

MidAmerican has a statutory obligation in Seuth Dakots o provide vl »
services that are just, reasonable, non-diseriminatory and consisent with io
However, there are no requiremerits that MidAmercan submit o leagt¢
Commissio.

Realizing you are not an attorney and assurning that MidAmericar is authe
the Commission to enter into the PPA, do you belicve that the PPA aige o

by MidAmerican and CEC will violate any South Dakets faw. inchiding rile

orders of this Commission?

Not to my knowledge. MidAmerican has a very legitimate busiress meed forthe

capacity and energy that will be provided by the PPA and it is & comtmess e



2

17
18

19

ilities to acquire capacity and energy by contrsét rither thas
generation facilities.

The publi interest

In your opinion, is the execution of the PPA by Mid American ind CE
i;n.te"res‘t‘? |
Yes. MidAmerican has a need to add capacity to its portiolio. Tomi
MidAmerican carefully considered its options through the RFP proc
lead time for building capacity and the natute of the bids eeived
able to select two bidders after robust bidding and & rigorous evilu
CEC and Bidder A. The contract negotisted with CEC represent
available for combined-cycle capacity ir this timie frame.

The PPA is MidAmerican's best eption to-add cupe
reasonably priced energy. Furthermore, MidAmericun needs to-ad
to meet its capacity and energy comutitments for surrrmer peak toudis
mitigate the risks related to its obligation to suppls costomens. Finally
short time before the capacity and energy is nieeded s June 2001, the
alternatives.

Does this conclude your direct testimony at this tisre?

Yes.



STATE OF SOUTH DAKOTA .

BEFORE THE PUBLIC UTILITIES COMMISSION

MldAmenLan ‘Energy Company

: DOCKET NO.
Application for Determinations Pursuant :
to Section 32(k)(2)(A) of the Public Utility  :
Holding Company Act

STATE OFTOWA )

COUNTY OF POLK )

I, Mark W. Roberts, being first duly sworn on outh, depose sl state th
Mark W. Roberts identified in the following Direct Testimony; thet Thave cuued ’
Direct Testimony, including any Exhibits, to be prepared amd e fuoiliar with the
thereof; and that the following Direct Testimony, including any Exhibits, aretrug :

the best of my knowledge and belief as of the diite of this Adfidavit.

Subseribed and sworn to before me,
a Notary Public in and for said County
and State, this 1* day of March, 2000.

”mm,jw

Notary Public

TRUD! L. HYTONE
MY GOMMI ON EXPIRES

(S 700




STATE OF SOUTH DAKOTA

BEFORE THE PUBLIC UTILITIES COMMHSSION

MidAmerican Energy Company
DOCKET NO. ___

Application for Determinations Pursuant :
fon 32(k)(2)(A) of the Public Utility : APPLICATION FOR
ng Company Act :  DETERMINATIONS

AFFIDAVIT OF
MARK W. ROBERTS

STATE OF IOWA

COUNTY OF POLK )

I, Mark W. Roberts, being first duly sworn on oath, depose and state that T aget

Mark W, Roberts identified in the following Direct Testimony: that | fiave caused tf
Direct Testimony, including any Exhibits, to be prepared and ar fuiliar with the contente
thereot; and that the following Direct Testimony, including any Exhibits, are teue and ¢

the best of my knowledge and belief as of the date of this Affidavit.

Subseribed and sworn to before me,
a Notary Public in and for said County
and State, this 31" day of January, 2000.

N

‘umw /R'}iﬁl:ilc




STATE OF SOUTH DAKOTA

BEFORE THE PUBLIC UTILITIES COMMISSION

o

MidAmerican Energy Company |
DOCKETNO. _______

'or Determinations Pursuant

DIRECT TESTIMONY
OF
MARK W. ROBERTS

Please state your name and business address.

A, Mark W, Roberts, My business address is 4299 Northwest Urbandale Dnve |

Urbandale, Jowa 50322-7298,
Q. By whom are you employed and in what capacity.
A, Fam employed by MidAmerican Energy Company (MidAmerican) asElaam
Trading and Planning Vice President.

Q. What is your educational and employment experience?

A, I graduated from Towa State University with a B. S. degree in Industrial
Administration (accounting option) in 1978 and received an MBA fromr'tké
University in 1986. T have been employed by MidAmerican or }tspmﬂecess
1978 in a variety of capacities, including internal auditing, budgeting, spccml
projects, accounting and administrative services, and energy trading and p}zmn
My current responsibilities include electric trading, gas supply and tradmg,fu

trading and transportation, market assessment and generation business devéfﬁjﬁm
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MidAmerican Exhibit;
Page 2

Purpose of Direct Testimony

1% the purpose of your direct testimony in this proceeding?

% (i} how MidAmerican arrived at the decision to enter into the P

nseluding any least cost planning regulations, to MidAmerican’s decision

thie PPA. and (vi) why the PPA is in the public interest.

athers be providing direct testimony on behalf of MidAmerican in this

sneseding?

Y05, W‘fi;litiin‘m E. Turnbull, a Long Term Trader in MidAmerican’s Electric D ;

s, will describe the request for proposal (RFP) process that led up to

American's decision to enter into the PPA and the prices, terms andcon ‘
the PPA and Alan 8. Taylor, a vice president in the Economics and Analytic
prou of PHB Hagler Bailly, Inc., will explain why the PPA. (i) will beben
consumers, (i) will not provide CEC with an unfair competitive advanmge 3
of ftg alfiliation with MidAmerican, and (iii) is in the public interest. |

MidAmerican’s decision to enter into the PPA

[2C an affiliate of MidAmerican?
Yes. The affiliation of MidAmerican and CEC is described in the Petition.
Arg you sponsoring the PPA?

Yes. lis provided with this testimony as a part of MidAmerican Exhibit 1.1.
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¢ fir anlvance of entering into the PPA. However, MidAmericati and’

wed a Letter of Intent to enter into the PPA subject to receiving all

is. A copy of the Letter of Intent is provided as a.part of MidAmeric

the near futare, many variables affect the need for additional capacity: Th

rles inelude weather, load change due to open access, availability of ¢o
and retail growth in Minois. However, as outlined in the draft MidA
Company 2000-2005 Generation Capacity Plan, MidAmeﬁcan’s?:mc.‘;
1erm need 13 1o add new capacity to its generation portfolio. In an effort to dete

the Jeust cost supply option, MidAmerican initiated the RFP in the Spring of 199

wed in greater detail in Mr. Turnbull’s testimony.
b wyupy of the draft MidAmerican Energy Company 2000-2005 Generation

sciy Plan available?




Puge 40

Yes. Pam providing a copy as MidAmerican Exhibit 1.2.

1% 4 draft document. Has MidAmerican finalized its 2000-2005 Generatior

N, The Plan has not been finalized, but the information in draft reflects the beg

rting available to us at the time of our decision to proceed with negoti
PPA with CEC and was relied upon for the purpose of making that decisiom
i the progess of finalizing the Plan by revising the load and capability-forec:
the peak load forecast,

Bayed upon the revisions MidAmerican will be making to t’he»%@ﬂ-ﬁiﬁ@ﬁiﬁh
Capagity Plan for the purposes of finalizing the document, is MidAmeric »
capugity the same as it reflected in the draft document, whichi is MndAme

Mo, The preliminary indications from these revisions indicate that MidAi

greater need for capacity than reflected by the draft.
When do you anticipate that the final 2000-2005 Generati’oﬁ:v(}apac‘i@ty- Plan wi
completed? |
"The updated pian should be available by the end of February. It wxllbe
ihe Commission as an exhibit, |
Why did MidAmerican select 250 MW of combined cycle capacity as opp:
other options?

Eleetric markets in 1998 and 1999 were extremely volatile. There is sig
chance this volatility will continue until more regional generation capacity is

constructed and certain transmission constraints are relieved. It will takea fe
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MidAmeric

or pesv generation capacity to be constructed. By purchasing this leve :
aridd huving it tied to a fuel-cost-limited energy cost, MidAmerican will hav
@ptions for protecting its native foad customers from the risk of purchasin

eriergy, it will have opportunities to sell the capacity in different forms-in the -

portunities to sell energy and capacity to wholesale and competitive rel

¢4 that will benefit native load customers.

I the RFP that MidAmerican sent out April 30 and May 1, 1999, why is m
thar MidAmerican did not plan to buy capacity and energy from CEC during
nitial yeurs of the project’s life?

At the time the RFP was sent out, MidAmerican employees were under the
impression the output of the CEC Plant had been or would be sold to a third p
winild not be available for direct sale to MidAmerican. CEC later bid onthe

MidAmerican RFP, which was unanticipated by MidAmerican.

Wil the PPA be entered into by MidAmerican in the ordinary course of busine
the purchase of services, supplies or other personal property?

Yes. The PPA will be entered into by MidAmerican for capacity and-energy
{6 first serve traditional, bundled native load customers and a limited riumbée;
“wquirements” wholesale customers. Some portion of the capacity and ener ‘
then also be available to serve competitive wholesale and retail markets. To-se

ot its customers, MidAmerican relies on a combination of generation it owns and

B s MidAmerican Exhibit 2.1,




MidAmerican Exh

puwer it purchases, MidAmerican also strikes. an effective balance-
competitive markets and the needs of its native load customers, As Idiseus
the PPA will be entered into for the purpose of providing MidAmerica
capacity and energy it needs to serve its customers.

Whaz other power purchase contracts in excess of one year in'term does:
MidAmerican have?
After the year 2000, the remaining long-term power purchase agregmierits

MidAmerican include the following:

___Seller | Capacity | Type

2 MW AEP

;_;’as Services 4MW_ I QSE

I MW AEP

IMW Pedking

6 MW 1 QSE

6 MW AEP

2MW | Peaking

,ann Wmd " 1125 MW AEP

nameplate
~17 MW
accredited

Bac ause of the long-term nature of the contract thh the Nebm,ska Pu',

District for one-half the output from Cooper Nuclear Station, this power pu
agreement was not included in the above table.

It the PPA is entered into, what percentage of MidAmerican"s total capic
will be met by the PPA?

Assuming a normal weather forecast and the effects of MidAmerican's energy
efficiency and load curtailment programs, this PPA represents approximate
pereent of MidAmerican’s total capacity needs (250 MW for CEC = JIS?’VI »

which is the old forecast for 2001 normal peak load adjusted for reserves).
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A,

ki percent of the required capacity needs for normal:

ming the PPA is signed, what percentage of Mi
'be miet through long-term power purchase contt
Assuming the Enron Wind Farm provides approxi

capacity during the summer peak, MidAmerican’s:p

CEC + 40 MW from earlier table) + 4,183 MW, which is old forecast-for
normal peak load adjusted for reserves).

Why did MidAmerican decide to contract for the capacity it needs rather th
new generating capacity?

With electric restructuring legislation already passed in [linois and being¢o

in Towa, MidAmerican faces an uncertain long-term eénvironnient forretm
within its existing service territories. This uncertainty relates to the dira
nature of the obligation to supply. However, the uncertainty will be fesgen
future; therefore, contracting for capacity is a good answer at this titne. It
the term of the contract ties with MidAmerican’s obligation {0 continue to pre i
bundled retail electric service in Illinois. Finally, the term of the cantracth v
short, providing a bridge to greater certainty about muarket conditions and
MidAmerican time to build capacity or make other contract arrangements (¢
DSM), whichever option is most economic.
Why does MidAmerican prefer to enter into this transaction with @ affifiate
opposed to entering into a transaction with a third party?

Put simply, this transaction is MidAmerican’s lowest cost option for this tyg

capacity. If MidAmerican must compete for custornets. - an it does now dnd W
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$o to a greater extent in the future — then it must be a low-cost supplier. The
manner in which MidAmerican can be a low-cost supplier is to acquire fowes
resources, If, through its actions with its affiliates, MidAmericur distorted
solicitation so the cost of the selected resource was higher than it should huve
MidAmerican may lose customers who have the ability to relocate into-athe
territories, may lose customers who have the ability to self-getierate ot s
electric consumption with an alternative fuel source, may not experienice Eﬁﬁ |
economic development growth in its service territory to the sanme extest zmwui@i
otherwise be the case, may lose customers and/or murgin in the already compe
wholesale marketplace, and may lose customers ini the emerging compets
marketplace. Moreover, MidAmerican recognizes and wkes s
regulatory obligations with respect to affiliate transactivy
conduct in potential transactions involving affilistes. Thu
from both regulatory and legal perspectives in several:
potential customer losses noted above to incorrectly influencs the
solicitation and the PPA.

Are the prices to be paid by MidAmerican at or below previili

Yes. Mr. Turnbull will address market prices in his testimony.

Consumer benefits

If entered into by MidAmerican and CEC, will the PPA bie beneticial 1o
MidAmerican’s consumers?
Yes. As discussed in the testimony provided by Alan Taylor and Williwemn Tournbill,

the purchase of power and energy from CEC is the better option as conmpared to



American’s forecast of future market prices. Moreover, the combi

fired capacity is a good fit with MidAmerican’s strong mix of baséload

Just as important as these two issues is the way this purchase fits
risks MidAmerican faces. Those risks dre in two primary cotegories: {
risk. and (i1) energy risk. Today, MidAmerican has an-obligation o sup
load customers who do not have the choice to seek competit
that choive. MidAmerican also has an obligation to-meet its-other fin

o supply power and energy. MidAmerican s seeing strong growth ie

demand, as witnessed by ali-time record peaks set in cach of the a8 two
MW in 1998 and 3,833 MW in 1999). This growth puts MidAmericurea
inearring 4 MAPP capacity charge of $92,040 per MW if it dies ot
witnt risk s thag

minimum capacity reserve of 135 percent. Another signifi

MidAmerican might not have adequate reasonably priced energy availabh

system peak or when another of its units has a forced outage. The M

extremely high prices in both 1998 and 1999. If one of Midamericar's gé :
units is out of service during times of high prices, the compuny could be fo :’
at these high prices to meet its energy commitments.

Both this capacity risk and energy risk are mitigated by the MidAine
purchase from CEC. This risk is mitigated with a thrég-year contract - the
term nature of which allows MidAmerican to better assess changes is suarkct
conditions and to take other options if it chooses.

At this point, just 16 months before the MidAmerican-CEC contrast term

begins, there are limited options for MidAmerican to add to its proven &
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supply low-cost energy. The purchase from CEC is the fowest cost 6f &
cycle purchase options MidAmerican evaluated.

Will the capacity that MidAmerican purchases from CEC under the PPA be -
accredited by MAPP? |
Yes. We expect a preliminary indication of MAPP accreditation no tatert
20, 2000 and that the capacity would be accredited by M

A with regard

cant aksociste, off

Although the Commission does not have specific siati

MidAmerican’s relationship with its affiliates, the Comm
authority to disallow in the ratemaking process those expenses
affiliates, as well as with others, that it finds to be unreasonable. Isy
the Commission does not have the statutory authority te fccess th

of CEC, I am sponsoring an affidavit of James Albert Flores, Vies Presiden
Finance, of CEC. The affidavit has been marked as MidAmierican
affidavit states that CEC will provide the Commission with access te the ol

records of CEC to the full extent necessary to enable the Commsission fo exercise §



Q.

A,

duties under PUHCA Section 32(k)(2)(A). Consequently, to the e‘«\tt.mtha{ ‘
MidAmerican and CEC enter into the PPA, their contractual relationship ¢
subject to these aspects of the Commission’s ratemaking authotity and ACCESS 1O
CEC’s books and records.

In your opinion, does the Commission have sufficient regulatory authiotity,
and access to the books and records of MidAmerican and CEC to determine
PPA (i) will benefit MidAmerican’s customers, (i) does not violate any St
law (including least cost planning, if applicable), (iif) will not provide CEC with
unfair competitive advantage by virtue of its affiliation with MidAmericar.
in the public interest?

Yes. In my opinion, the Commission’s ratemaking authority combined v
ability to access the books and records of CEC, as previously d&scrrhedd%ma v
the Commission’s authority to make the required deteérminations. |

Accounting treatment

Will there be any common costs resulting from the PPA between MidAm
CEC?

No. The PPA is strictly for the purchase of capacity and energy by Midame
from CEC’s plant.  The Commission’s ratemaking oversight will avoid ceass-
subsidies between MidAmerican and CEC. As related to the PPA, the tranisuc
at market prices and through a competitive bidding process. As such, thete ism
cross-subsidization.
What accounts will MidAmerican use to record its payments. to CEC under the B

In compliance with the FERC Uniform System of Accounts, Mid Americin will



thepayablem a unique activity witt

" payable to CEC. MidAmerican will be-purchasing

Ts MidAmerican subject t¢
MidAmerican has a statutory ob

services that are just; reason

' However, there are no rcqurremen
| Commission.

Q. Realizing you are not an attorney andaswm; |
the Commission to-enter into-the PP, doe

by MidAmerican and CEC will violate any

orders of this Commission?
A. Not to my knowledge. MidAmerican hag & wryl‘
capacity and energy that will be provided by the
electric utilities to acquire capacity and:¢ner

generation facilities.

Q. In your opinion, is the execution of the PPA by MidAmencurand €

interest?

A. Yes. MidAmerican has a need to add capacity to e port



merican carefully considi

“reasonably priced energy. Furtkie

to meet its capacity and energ;

not meeting those commitments;

. energy is needed in: June 2001, th
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“OBSESSIVELY, AELENTLESSLY AT YOUR SIRVICE ™

- Mr. James A. Flores

Vice President

Cordova Energy Company LLC
302 South 36" Street

Suite 400

Omaha, NE 68131-3845

Re:

Dear Mr. Flores:

MidAmerican Energy Company (“MidAm _
utxlxty prov1dmg elecmc serwce m the states of fow:

: Pubhc:Uuhty Holdmg Campany m of 1935 (B
also-an-affiliate of MidAmericar.

Pursuant to Section 32(k)(2) of PUHCA, 15 USC 19¢-Sull
 permitted to enter into a contract to purchase ek

EWG that is an affiliate unless every state-oos

retail rates of MidAmerican makes certai

MidAmerican entering such contract {the “PU

MidAmerican and Cordova have negotiated the terms &
power purchase agreement that is attached hen vt {ihie “Posn
and intend to enter into such Power Purchase Agreement i
of this letter.

MidAmerican and Cordova each bereby agree that they witl
- Purchase Agreement provided the conditions precedent dew
Power Purchase Agreement (including, without kmi”?
Condition) are satisﬁed on or prior to July 20, 2000, or usless ¢
agree in writing to terminate this letter of intent.




Attachment: Power Purchase Agreement
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POWER PURCHASE AGREEMENT

THIS POWER PURCHASE AGREEMENT ("Agreement”) is entered into

i ey 2000 (the "Effective Date™), by and between CORDOVA. ENE

» 8 Delaware limited liability company ("Seller”) and MIDAMER
OMPANY, an Iowa corporation ("Buyer”). Buyer and Seller may be individ

nemm asa "Party” and, collectively, as the "Parties".

WHEREAS, Seller has commenced construction of the Project (as defined below);

WHEREAS, Buyer desires to purchase from Seller, and Selfer desires to sell.
dvailable to Buyer, capacity and energy from the Project, subject to the terms, sxceptioi
¢onditions of this Agreement;

WHEREAS, the Parties desire to enter into this Agreement to set forth their respe
rights and obligations in connection with the sale of capat:xty and energy from Seller

NOW, THEREFORE, in consxdcratxon of the mutual promises and agn

herein and for other good and valuable consideration, the receipt and sufficiency of
hereby acknowledged, the Parties hereby agree as follows:

1. DEFINITIONS AND INTERPRETATION

1.1 Certain Defined Terms.

In addition to terms defined in the recitals hereto, the following terms shall Ha
meanings set forth below.

“Actual Heat Rate” has the meaning set forth in Exhibit D.

“Additional Fue] Costs” has the meaning set forth in Exhibit D

“Adjusted Buyer Startup Fuel Quantity” means, with respect to any Startup of & Linit,
sum of (i) the product of (A) the quantity of Fuel actually used for such Starfup

and (i) the product of (A) the quantity of Fuel actually used for such Sturtup,
fraction, the numerator of which is the quantity of Energy scheduled by Buy
during the continuous period of operation of such Unit and the denominstor of w
guantity of energy (including Scheduled Energy and Other Customers’ Eneegy) seheduled
delivery from the Project during such continuous peried of operation.

"Affiliate" means any Person that directly or indirectly Controls or is Controtted by oe i
under common Control with, the Person in question.

eAempynecppal.doc 1



" has the meaning set forth in Section 5.3{b}.

Ageregat ergy Demand" means, with respect to myf :
Delivery Term, the total quantity of energy (including Energy Schedule
| 'iCustomers Energy) scheduled for delivery from the Project durir ‘gﬂwﬁ-i_ -

‘ ithh 'Exhxbxt D

" Annual Availability Factor” has the meaning set forth in Section $.3¢8).

“Annual Escalation Factor” means, (i) for the first Contrict Year, one
each Contract Year thereafter, the product of 1.025 and the Annual &mﬁm
immediately prior Contract Year.

“Applicable Capacity” has the meaning set forth in Section $.3{a).

“Applicable Reguirements” means any and aif ﬁpg’ffﬁ&ﬁf& i
announcements codes, dwecnves, Judgments decrces, Gtﬁem ﬁt m -

gg‘vermnental instmmentali.ty, court or oth‘er gav&mmentﬁ mtxty E&zmtig jorsdiction
- matter in question.

“Applicable Schedule” means, with respect to any time duting the Deli
applicable quantities of Energy Scheduled in accordance with Section 4.2 fisr ¢
scheduling period as in effect at such time.

"Business Day" means any Day other than a Day that is  Saturday. Susday
holiday in the State of Dlinois.

“Buyer" means MidAmerican Energy Company, an lowa ¢orporation.




“Buyer Auxiliary Boiler Fuel Quantity” means, with respect to any Day, the pr
(i) the quantity of Fuel actually required for the operation of the Project’s suxiliary boiler du
such Day and (ii) fifty percent (50%).

“Buyer Fuel Supply Requirement” or “Buyer’s Fuel Supply Requirement”™ means, f
Day, the sum, without duplication, of (i) the Buyer Startup Fuel Quantity fezf eﬁé&i
portion thereof) that occurs during such Day, (ii) each Buyer Operating Fuel Qu
hour of such Day, (iii) the Buyer Auxiliary Boiler Fuel Quantity for such ﬁay e
Alternative Generation Fuel Quantity for such Day.

operate or xf Buyer does not schedule the dehvery of any Energy d ;g wﬁh f‘}@ F
(ii) if Buyer schedules Energy and the Project operates during such hour, the @f@d 4
if one Unit operates during such hour, or $1,066, if both Units operate during sue

a fraction, the numerator of which is the quantity of Energy Scheduled o bet
such hour and the denominator of whmh 1s the totai qumuty ﬁf energy ;

dunng such hour

“Buyer Operating Fuel Quantity” means, with respect to any hour, the prodie
quantity of Fuel used for the operation of the Project (other than the P }é‘ :
during such hour and (ii) a fraction, the numerator of whick is th eﬁm’j“
and the denominator of which is the rotal quantity of energy E!.

penod of contmuous operation of a Umt follawmg the*, Smxf_{}? ﬂf s E .t’t
Schedule the delivery of any Energy from the Project, zero; and GF chi
continuous operation of a Unit following the Start-Up of such U
Encrgy tmm the Project, the sum of (x) the pmduct af 5*7995 «xml fi

ity of Ba e
Buycr during such continuous penod of operatmn e)f the Um zimi th& ﬁ&ﬁmﬁmﬁtﬁ
the total quantity of energy (including Energy Scheduled by 3&1‘“2‘ and Other (
Energy) scheduled for delivery from the Project during such continuous pﬁﬁé@f ot
provided, however, notwithstanding clause (if), if, with respect to any Startup,
customer of Seller to schedule energy from the Project during the contintiogs periad
of the Project following such Startup, then the “Buyer Startup Costs”™ with respect 1o sue
shall mean $4190.

“Buyer Startup Fuel Quantity” means, with respect to any Sxmgm;a ﬁw ef;%zﬁm" ¥
actually required by the Project for such Startup; provided. howey f

Startup, any Other Customers’ Energy is scheduled to be delivered fmm i
period of time that the Project is scheduled to operate continucusly following s
such quantity of Fuel shall be equal to the product of (A} the quantity of Fuel nece
Startup and (B) fifty percent (50%).



“Buyer Variable O&M Costs” means, with respect to any Month, the ﬁf_‘j »
following:

6] the product of $0.40/MWh times the Contract Quantity {in MW
Month;

(iiy  the sum of each Buyer Hourly VOM Charge-for each hour of such Mot

(iii)  the sum of each Buyer Startup Costs for each Startup that commenis ‘

Month;

,,fmv’lded-, however, with respect to any Month during any Contract Year after ¢
Year, “Buyer’s Variable O&M Costs”, shall be the product of the foregoing sut
-applicable Annual Escalation Factor.

“Buyer’s Monthly Net Capability” means, with respect &
Monthly Net Capability for such Month.

“Buyer’s Project Capacity” means, with respect to any time, 50% of the Proje
at such time.

"Calendar Year" means a calendar year.

“Capacity Test" means a test to determine the Monthly Net Capability of the B
speck ified in Exhibit G.

"Claims" means all claims or actions filed by a person uther than
ngundless, false or fraudulent, that directly or mdireaﬂy refate A %h m
indemnity, and the resulting losses, damages, expenses, attorney’s fées ane
incurred by settlement or otherwise, and whether such claims or acums it
the termination of this Agreement.

“ComEd Interconnection Agreement” means an agreement o be entered int
Seller and the Commonwealth Edison Company providing for the intérconnection
to the Commonwealth Edison Company system, as aménded from time to Un
replacement agreement.

"Commercial Operation Date" means the first calendar day after the fatie
on which the Project and its component parts have been accepted by S Hler |
acceptance and performance testing for substantial completion purstsnt to the
(ii) the day on which the Project has completed a Uniform Rating of Genera
pursuant to the MAPP Guides, in each case as designated in a writteén notice b}*»—
and (jii) the date the electrical interconnection between the Pm}ci‘:t a:s& EEm
of Buyer has been constructed and placed into service; pry . howe

eMsmpimecppafdoc 4



Operation Date shall in no event be prior to June 1, 2001 unless Seller elects  date betwee
1, 2001 and May 31, 2001 and agrees that the Guaranteed Payment for such period prierto ]
1, 2001 shall be zero.

"Confidential Information” shall mean all written, recorded or oral mf&rmﬁum
to a Party (“Recipient”) by the other Party or its Affiliates (“Disclosing Party™), ini ¢
with the Project or this Agreement and designated by the Disclosing Party as conl
together with all copies, reproducnons summaries, analyses or extracty thereof or b
in the possession of Recipient or in the possession of any of Rempnénm
Confidential Information does not include, however, information whick - 3
generally available to the public other than as a result of a disclosure by ngiﬁﬁt e
R&prc‘:entatwes, (b) was available to Recipient in prior written docutnents ot &
basis prior to its disclosure by the Disclosing Party or (c) becomes available to |
non-confidential basis from a Person other than the Disclosing Party or it Affifks
otherwise bound by a confidentiality agreement with the Disclosing Pasty, ot is
prohibited from transmitting the information to Recipient.

"ConnectingUtility" means either or both, as the confext so regiires, |
Commonwealth Edison Company and its successors and (i} MidAmerican Energy Comips
1t$ SUCCEssOrs.

"Contract Capacity” means, for each Contract Year, the prodiitt of (i) the everupe ¢
Monthly Net Capability ratings for each Month of such Contract Vear and (i) fifty
(50%).

”Contract Quantity" means, with respect to any Monuth, alf of the Energy (in
Seller sells and delivers, or causes to be delivered, to Buyer pursuant to this Agreerne
such Month.

"Contract Term" means the term of this Agreement beginning on the Effective [
the Agreement and ending on the Termination Date.

"Contract Year" means a twelve-month period commencing on & May 15
Commercial Operation Date; provided, however, the first Contract Year shall be &
commencing on the Commercial Operation Date and ending at 2400 CPT on the follavi
14 (which May 14 shall in no event be earlier than May 14, 2002).

"Control" means the possession, directly or indirectly, through ene of
intermediaries, of either of the following: (a) (i) in the case of a corporation, 50% o et
outstanding voting securities thereof; (ii) in the case of a limited Hability compuany.
limited partnership or venture, the right to 50% or more of the distributions therefron
ligquidating distributions); (iii) in the case of a trust or estate, 50% ot more of the
interest therein; or (iv) in the case of any other entity, 50% or more of the economic 6
interest therein; or (b) in the case of any entity, the power or authority, through the o
voting securities, by contract or otherwise, to direct the management, sctivities or policie

eemp\mecppal.doc 5



"CPT" means the prevailing time on any given Day in Rock Islitid Coutity

"Cumulative On Peak Undelivered Energy” has the meaning set forth in Section

"Cumylative Undelivered Energy” haSthcmcaMﬂgsetfoﬂbxﬂﬂf&tﬂﬂﬁﬂﬁ3&

“Daily Fuel Costs” has the meaning set forth in/Extibit D.

"Day" means a-cal’endarday;_

‘n Company, as des1gnated by Buyer from tune tﬁ ume, af {u) any ﬁ--,
‘ agreed upon by Buyer and Seller in writing.

| "Delivery Term" means the period commencing at the hour &
Commercial Operation Date through and including the four ending 2400:C
Termination Date.

"Effective Date" has the meaning set forth in the intro¢
‘Agreement.

uctory pargg

“Energy” means the electric energy to be delivered by Seller to Buyer pis
Agreement,

“Energy Imbalance” has the meaning set forth in Section 4.4.

"Energy Imbalance Charges” means the charges assessed by the Conne
any successor transmission provider (including an RRO), as & result of dev
~energy scheduled and energy delivered or received or between energy deli
received (however named, including, without limitation, “energy imbulances’
imbalances”, or “undersupply imbalances™).

“EPC Contract” means the contract(s) for the provision to Seller of se vices
design, engineering, procurement and construction of the Project, and any repiicersent ¢

“EPC Contractor” means the firm or firms retained by Seller to provide serv
design, engineering, procurement and construction of the Project.

“Event of Default" has the meaning set forth in Section 11.1.

v mace Fnermu' hac tha maeanino cat frarth 1n Qectian 4 8



Monthly Percentage:

Month Percentage
January 3.53%
February 3.46%
March 1.67%
April 1.99%
May 7.85%
June 13.22%
July 28.90%
August 28.75%
September  4.73%
October 2.54%

November 1.72%
December 1.64%

“Foree Majeure” means any cause beyond the reasonable-control and witho
negligence of the Party relying on such cause to excuse its performance: hereun
'2.%1% *Claiming Party™), whether of the kind enumerated below or otherwis
ion the fallewmg (i) any storm, flood, freeze, hurricane,
i:mﬁ;ﬁguakﬁ or other acts of God, fire, explosmn civil dlsturbance stnke, lockou

. iin , mlablht’y or intefruption in the s-uppl'y of break'dowﬁ 6f pxpehnas, facilitie



~ than as a result of improper maintenance or the negligence
"oweyar- that no obhgauon to make paymems for ener y deh

;,,go cxty gate larae end users, as pub 1she
ses to-exist, becomes unavaﬂablc is: not“ bl

r' namrzﬂ gas dehvered to large end u
-do not agree that an alternate index-is approp

mﬁi and deli ered to Iarge end users at or near the Chmago cxty,g_ (.3

“Fuel Transportation Charge” means, with respect to-any Month; the sum v
and (i) the product of $.025/MMBtu and Buyer’s Fuel Supply Requirement (i
such Month.

"Fuel Savings" has the meaning set forth on Exhibit D.

“Gas D;stnbuuon Agreement” means the Firm Natural Gas Distribiution Agr
as of July 6, 1999, between Seller and MidAmerican Energy Company, dn lowa corg
amended and in effect from time to time.

“Guaranteed Heat Rate” has the meaning set forth in Exhibit D.

“Guaranteed Payment” means, for any Month, the product of the appli
Capacity (expressed in kW) and the applicable Fixed Capacity Rate, as such am

gipemphinecppdldoc o



ﬂd m accordance with Sectmn 5.3; provided, howcver if the l"‘ommercmf Ox

i?% wh u%s mc Ccmmermal Operanon Date occurs shall be the pmduct of (1) the:
?& Aent cal ’

he number cf Days in such Month after the Day pnor to the Commercxal Opemtmn
e fﬂ'ﬁmmﬂmr of which is the number of Days in the Month.

"Houily Ener

" has the meaning set forth in Section 5.3(b).

“Hourly On Peak Energy" has the meaning set forth in Section 5.3(a).

"Hourly On Peak Undelivered Energy” has the meaning set forth in Section 5.3@).

"Hourly Undelivered Ener

" has the meaning set forth in Section 5.3¢b).

"I80" means any Person (other than the Connecting Utility) that becomes respon

,iﬁﬁﬁl?ﬁnde‘nt system operator for either or both of the transmission systems to which: th
is connected,

"kW" means kilowatt.

X

kWh" means kilowatt-hour.

"Late Payment Rate" means a per annum rate of interest equal to the. Prfmé”'
three percent (3%); prowded the Late Payment Rate shall never exceed the mmiximi
rate permitted by applicable law.

"LDC" means MidAmerican Energy Company, an Jowa corporation, and its szx&:ce&&

"MAIN" means the MidAmerican Interconnected Network or its. success
any ISO responsible for the Mid American Interconnected Network or its successors.

"MAPP" means the Mid-Continent Area Power Pool or its successots, mcln&mg
mspmmb ¢ for the Mid-Continent Area Power Pool or its successors.

"MAPP Guides” means the Regional Reliability Handbook adopted by MAPP an
#ffect from time to time, or any replacement-document.

“MEC Interconnection Agreement” means the Interconnection Agreement dated’
April 2, 1999, between Seller and MidAmerican Energy Company, as amended frony
time, ancl any replacement agreement.

"Meter" means any or all, as the case may be, of the meters of the Project an

Cffrsnnét‘:ting Utilities that measure the amount of energy transmitted from: the Project -
transmission system of each Connecting Utility.

sempinecppal.doc 9



“Minimum Load Condition™ has the meaning set forth in Section 4.7.

"Month" means a calendar month.

“Monthly Net Capability” has the meaning set forth in Exhibit G.

FRARA

ABtu" means one million British thermal units.

“MNC" has the meaning set forth in Exhibit G.

"MW" means a megawatt. One MW is equal to 1,000 kW.

"MWh" means a megawatt-hour. One MWh is equal to 1,000 kWh.
"NERC" means the North American Electric Reliability Council or its successorg.

"Non-Summer Period Guaranteed Payments” means, for any Contract °
aggregate Guaranteed Payments payable with respect to September. Oectobet
December, January, February, March, April and May of such Contract Yeur (it being
that such Guaranteed Payments shall be adjusted in accordance with the provise to the
of Guaranteed Payments, if applicable).

"On Peak Availability Factor” has the meaning set forth in Section 5.3¢4).

"On Peak Hours" means all hours ending 0700 through and including 226
weekday (i.e. Monday through Friday) during the Delivery Term (excluding NERC
holidavs).

"Other Customers’ Energy" means energy scheduled by or delivered to. a8 the
may require, other customers of Seller from the Project.

"Party” means either Seller or Buyer and "Parties” means both of Sefler und Buyer.

"Person” means an individual, partnership, corporation, lhimited Hability com)
association, trust, unincorporated organization, or a government authority or sgency ot polit
subdivision thereof.

“Pipeline Transportation Agreement” means the gas transportation agrecment be
Buyer and Northern Border Pipeline Company or any other upstrean: pipeline delivering B
Fuel Supply Requirement at the Fuel Delivery Point(s).

"Planned Qutage" means any outage of the Project due to inspection
maintenance, repair or overhaul, as scheduled by Seller in accardance with the wﬁ%ﬁﬁi] 45
Exhibit H.




'Prime Rate" means the prime lending rate as may from time to time be publishec
i%a{! Street Journal or any successor publication under "Money Rates" or a successo
ed that if more than one prime rate is published under such heading, the Prime
be the average of such rates so published. If the Wall Street Journal ceases to be put
publication is suspended, the Parties shall agree on a successor or publicatior: tha
comparable prime lending rates.

"Project” means the gas-fired combined cycle electrical generation facility propos
focated in Rock Island County, Hllinois, which is further described in Exhibit A.

Project Capacity” means the capacity actually available from the Project to s
energy.

+

"Project Constraints" has the meaning set forth on Exhibit C.

"Prudent Industry Practice” means any of the practices, metheds, techrigues, st
and acts ra:qmred or approved from time to time by a significant portion of the elex
industry in the geographic region covered by MAPP and MAIN, or any of the
mntheds techniques, standards, and acts which, in the exercise of reasonable judgme
| cts known at the time the decision was made, could have been expected to accor
mmmd result at a reasonable cost consistent with the Applicable Requirements, ¢
practices, reliability, safety, environmental protection, and expedition. “Prud
Proctice” is not intended to be limited to the optimum practice, method or act tor the ex¢
all others, but rather to be practices, methods or acts generally accepted from time to tim
geographic region covered by MAPP and MAIN.

“Ratings Reaffirmation” means, with respect to a specified event, a confirmatio
Moody's Investor’s Service, Inc. and Standard and Poor’s Group that a lowering of the
gurrent ratings of the Cordova Funding Series A Senior Secured Bonds will not result frows
gvent.

“Replacement Cost” has the meaning set forth in Section 3.2.

"Representatives” of a Person shall mean any Affiliates of such Person and director ‘
officers, employees, agents or Controlling Persons of such Person or its Afﬁha{es

“RRO" or “Regional Reliability Organization” means MAIN, MAPF or any Ii:f“lj;z, '
:ﬁhpewbefar MAIN or MAPP. i

"Schedule” or "Scheduled" means the acts of Buyer and Seller pursuamt to Section 43
senting forth a written schedule requesting and accepting the delivery of Energy by Sefler o
Buyer during the Delivery Term.

“Scheduled Energy” means the Energy requested by Buyer pursuant to Sections 4.3bjo¢



#.2{e) and accepted by Seller pursuant to Sections 4.2(c) or 4.2(e}, as may be ﬂﬁﬁ.ﬁé"
secordance with Sections 4.2(e) and (f).

"Scheduling Fees" means fees assessed by any Person to schedule the delivery oft
Energy.

"Seller” means Cordova Energy Company LLC, a Delaware limited liability company.

"Startup” or “Start-Up” means, with respect to either Unit, a firing of the corib
awbite of auch Unit. The period of a Startup of a Unit begins at the commet:

firing and ends when the Unit's generators are synchronized with the Connecting Uti t}?

"Stranded Costs” means any charges or costs that are assessed or levied by sn
including local, state or federal regulatory or taxing authorities or any transmiiss
distribution providers, in order to recoup the expenses and liabilities associated with: st
investments including without limitation any stranded costs assessed or levied pursusnt tc
C.FR. §35.26.

"Summer Hours" means, for any Calendar Year, each of the hours between 06
CPY

" on sech weekday (ie. Monday through Friday) excluding NERC holidays, fmm
throuzh August 31 of such Calendar Year.

"Summer Period" means, for any Contract Year, the period commencitig fﬁﬁe 1
the case of the first Contract Year, the first Day of such first Contract Year if suc
oeeurs during the period after June 1 and before September 1) through August :
Contract Year. If the first Day of the first Contract Year occurs after Atigust 31, tiere
no Summer Period for such first Contract Year.

"Summer Period Guaranteed Payments" means, for any Contract Year, the aggre
Guaranteed Payments payable with respect to June, July and August of such Contract
being understood that such Guaranteed Payments shall be adjusted in accordance
provise to the definition of Guaranteed Payments, if applicable).

“Surcharge Rate” means $0.30 per MWh.

"Termination Date” means May 14, 2004 or such earlier date as this Agreement mig
serminated as provided for in this Agreement.

"Total Transmission Services” means all transmission services, ancillary services,
apea services and such other services associated with the transmission of electric energy from
fpeation to another,

“Transmission Costs” means all costs associated with line losses, congestion chi
inadvertent energy flows, MAPP and MAIN charges, charges assessed by the app
Conneeting Utility and other applicable system costs or charges associated with the trangy



of deﬁmc energy from one location to another.

Juplanned Outage" means (i) an unplanned component failure or ath“
r:q&zxres thc Prq;ect or part thereof to bc removed from servxc_“ unmedxa‘

12

Interpretation. In this Agreement:

{u)  the table of contents, headings, and Article and Section ntmb
¢onvenience only and shall be ignored in construing this Agreement;

{b)  the singular includes the plural and vice versa;

{¢)  references to Articles, Sections, Recitals, and Exhibits are, unles
gtherwise requires, references to Articles and Sections of, and" Recitals-and
Agreement;

(d)  the Exhibits to this Agreement form a part of this Agreement;

()
ar words refer to thzs entire Agreement and not to any Pamclﬂar

()  if any payment hereunder is required to be made on a day which
Day, such payment shall be made on the next succeeding Business Day, provide
next succeeding Business Day is not in the same Month as the date reqmred fct p.,
payment shall be made on the immediately preceding Business Day; and

{g)  any reference to a time shall be a reference to CPT unless otherwise spec

13  Rulesof Conduct. In this Agreement:



A unless otherwise provided herein, whenever a consent or app
fmm the other Party, such consent or approval shall not be unreason

{b)  incarrying out their obligations and duties under this Agreement, ed
~‘haveanimplied obligation of good faith.

Term.

7 (a)  Subject to Article 9 hereof, this Agreement is effec
through the Termination Date.

o

On the Termination Date the Partie wﬂl no ‘

for two 2) yearsyfollowing the Tetnﬁn‘at‘iortﬁﬁif 2
Section 12.2, which will survive the termination of t}
year for the purpose of statements and payment objections.

3. PROJECT CONSTRUCTION

3.1  Project Design. Except with the prior consent ¢f

withheld or delayed, Seller (i) shall cause any design for ¢
hereto-and with Prudent Industry Practice and (ii) st
of the Units that comprise the Project as set forth in Exhibit ‘the
Buyer shall not withhold such consent to the extent such chzmgﬂ& ig,ﬁb st
reasonably be expected to have an adverse effect on Buyer.

3.2 Project Delay.

(a)  Seller (i) shall use all commercially reasonable efforts
be constructed, (b) to be interconnected to Buyer’s transmission syste
(c) to achieve the Commercial Operation Date, in each cise, by
cvcnt, shall cause the Project (A) to be constructed (B} tc: b¢

15 2002 (which dates for the avoidance of doubt shuﬂ mt bé o

Majeure); provided, however, the sole and exclusive remedies for myf
with clause (i) of this sentence shall be that, as provided in Asticle §,
make the payments contemplated by Article 5 do not commence u
Delivery Term and the sole and exclusive remedies for failure to comy 3}
sentence (subject to Section 3.2(b)) shall be that, as provided in &

wwvalra o marmmoante rnntormnlatard o A rtisle & chiall s/l Asea s




Delivery Tenn and that Seller shall pay to Buyer thc Replacement Costv =as d“"‘f‘

202 ‘and -are not éupphed ‘fro»mvthe.‘ :
payabie b _Seller shall in no event exc

and mé Monthly th- Capab
Month as set-forth on

mllesmnes due to events of Force Majeure), Biiye
g the date opposite such milestone, have the optio
inety (90) Days’ prior written notice to S
if the applicable milestone is achieved by the end of suc

Milestone

Delivery of gas turbines, steam turbine
and heat recovery steam generators to site

First fire-of combustion turbines
Commercial Operation Date

Additionally, (i) if the Commercial Operation Date has ot accurred by Octoba
may by written notice delivered to Seller no later than November 5, 20
Agreement effective as of the end of May 14, 2002, or (ii) if the Commercial
not oceurred by October 31, 2002, Buyer may by written notice delivered to
November 5, 2002, terminate this Agreement effective as of the end of May ¥
righis to terminate this Agreement under this Section 3.2(bj shall be, e




provided in Section 3.2(a), Buyer's sole and exclusive remedy for Seller's failure to tir
achieve any of the milestones set forth in this Section 3.2(b).

{¢) Seller shall provide Buyer with monthly reports regarding the theén current status }
progress of the construction, commissioning and testing of the Project, the then estimal
Project schedule for achieving the Commercial Operation Date (it being understood
stch sstimates made in good faith are not guaranteed by Seller and Seller shall not be liab
any failure of such estimates to prove to be correct), any events or circumstarices tha
eaused such schedule to be changed from prior reports, and other information related to the statu:
of the construction of the Project as Buyer may reasonably request.

3.3  Intentionally Omitted.

44 Fuel Supply.

(a)  Throughout the Delivery Term, Buyer shall, at all times and at no cost to
deliver and make available, or cause te be delivered and made available to Sefler, sach
Buyer Fuel Supply Requirement in accordance with the following terms:

(i) Buyer shall provide Fuel that meets the quality specifications 45 $&t
on Exhibit B.

(ii)  Buyer shall deliver the Fuel to Seller at the Fuel Belivery
provided, however, Buyer shall not at any time deliver more Fuel at the Ma
Pipeline Company Fuel Delivery Point than fifty percent (50%) of the quantd
Seller is then entitled to receive at the Natural Gas Pipeline Company Fue
under the Gas Distribution Agreement, unless Seller otherwise agrees. Bu
deliver any portion of the Buyer’s Fuel Supply Reguirement not so delivers
Natural Gas Pipeline Company Fuel Delivery Point at the Northern Border
Company Fuel Delivery Point.

(iii)  Buyer shall deliver the Fuel at the Fuel Delivery Point(s} st times 2
rates of flow that conform to those necessary to permit the LB und
Distribution Agreement to re-deliver such Fuel to the Project at & rats o
matches the Fuel consumption requirements of the Project to provide Scheduled
to Buyer hereunder while permitting Seller to comply with the scheduling and bs
requirements applicable to Seller, and while Buyer is permitted o take sdvar
“Buyer’s share” of the scheduling and balancing flexibility available, unde
Distribution Agreement. As used above, “Buyer’s share™ of scheduling an
flexibility means the scheduling and balancing provisions, and the flexibili
thereunder, of the Gas Distribution Agreement, applied as if the Fuel provided
hereunder were the only Fuel provided at the Fuel Delivery Point(s) and dehw:
the Gas Distribution Agreement, it being the intent of the Parties that Buyer
required to assist with respect to balancing for Fuel provided for the Praje:

Persons or that other Persons providing Fuel for the Project will be required to :'»?‘ 4




respect to balancing for Fuel provided for the Project by Buyer.

(iv)  For the avoidance of doubt, Buyer's Fuel Supply Requirement-
the Fuel required for associated Project parasitic loads and Fuel retention ur
Distribution Agreement that is associated with the Fuel supplied and deliverec
hereunder.

_ (d)  Title to the Fuel made available to Seller by Buyer hereunder and th
of such Fuel shall remain with Buyer but Seller shall be entitled to use such Fuel at the
for Fuel retention under the Gas Distribution Agreement.

{¢}  Buyer shall be responsible for arranging for, and paying the cost of, :
transportation to the Fuel Delivery Point(s) of Buyer’s Fuel Supply Requirement.
responsible for arranging for, and paying the cost of, the transportation of such Fuel fro
Fuel Delivery Point(s) to the Project.

{d)  Each Party shall cooperate reasonably with the other Parts
mggiy zmd trzmaportanon of Fuel for the Prcject thh the opemtxon of ﬂ“x ]

pc*rmd cmmnencmg at 6 00 a.m. on the same Day (and 1f the next Day s mt % Bmmes
mxmm ¢ach Day through the next Business Day), to the extent a similar obligation i
; r required by the Gas Distribution Agreement, and shall provide such sther Fu
mation on a timely basis as is reasonably required for Seller to comply Mth i

ions under the Gas Distribution Agreement. Seller shall promptly commu
Fuel scheduling changes from Buyer to the LDC for the purpose of reconciling the
such transportation under the Gas Distribution Agreement with Buyer's pr
seheduling changes. As soon as practicable after an event occurs that may necessi
for a ¢hange to the scheduling of Fuel to be delivered by Buyer hereunder or the transg
such Fuel under the Gas Distribution Agreement, the knowledgeable Party shall notify the
vis telephone, of such event and any changes or potential changes that such Party ma:
sueh sehedule(s) as a result. Buyer shall submit all necessary changes to the scheds
delivery of Fuel by Buyer in accordance with the requirements of the suppliets and tra
{other than under the Gas Distribution Agreement), as applicable, within the hout i w
vy notice of or actual or deemed knowledge of an event that requires & chan
de for any reason, including to avoid incurring imbalance penalties or ¢hs

{e}  Intentionally Omitted.
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iy Buyer and Seller shall cooperate to maintain and reselve imbalance
hh: tolerances under the Gas Distribution Agreement, and to manage an;
3 for monthly imbalances associated with Buyer’s Fuel Supply Requirer
jﬁim ton by Buyer thereof. Buyer shall reimburse Seller, within twenty {20} Days:
1 invoice therefor, for all scheduling or balancing fees or penalties imp
ut tiy the Gas Distribution Agreement (other than monthly cash-outs: und

;}cmﬁue:s are caused by (1) the fallure of Seller to Operate the Prmact in act:m
properly scheduled by Buyer pursuant to Section 4.2 or (ii) the failure of
Buyer's Fuel Supply Requirements to the LDC in accordance with this Agresment.
bear any other scheduling or balancing fees or penalties incurred under ¢
Transportation Agreement or on any pipelines upstream of the LDC wutifized to det
Fuel Supply Requirement.

{g) At the end of each Month during the Delivery Term, Seﬁzzt‘ shal
cumuianw monthly 1mbalanx.e on the LDC wnh respect te Fuet pmw "

the Gas stmbutlon Aoreement (mc:ludm0 the apphcabl.e gr&vxsmﬁs Qi thﬁ
tariff on file with the Nlinois Commerce Commission incorporated inte ti‘m FLY
Agreement), but calculated in a manner as if the Fuel provided by Buyer wer
delivered under the Gas Distribution Agreement or in such other manner
Buyer #s the Parties may mutually agree. Seller shall make a payment to
imbalance is positive, and, Buyer shall make a payment to Seller, i¥ such imbalan
in :mc‘h case valued at the applicable cash-out price far pasiti\c or ﬁcga‘z‘f‘w;

i}f tht‘: LDC $ na[ural gas tariff on file thh the thms Commezctz C smission in
the Gas Distribution Agreement). For purposes of determining Buyet's e:@tfhg

Buyer's Fuel Supply Requirement, positive imbalances that are so cashed out for
be deemed not delivered so that Buyer shall not be entitled to rely on the provis
imbalances 1o cover any portion of its obligation to provide Buyers Fael Supply §
a subsequent Month.

(h)  To the extent that Buyer fails to provide Buyer's Fuel Supply Requireren

cMempimecppal.dog 18




ot m any Energy Scheduled by Buyer hereunder in accordance with this Agreem
t Yo any other remedies Seller may have, (i) Seller may (but shall not be obli
essary Fuel and charge Buyer the cost of obtaining such Fuel and transpom

~ Pﬁi,ﬁta(s) or (ii) if Seller does not so obtain the necessary Fuefl, Sel}lé'

er Start*Up Fuel Quannty, (11) determme for each Start-Up i Stxc
) such recalculated amount minus the amount of Buyer's Start-U;
rdance with the definition thereof and (B) the sum of the
Bt for defiveries on the Day of such Start-Up plus $.015 per MMBtu; an
i of the amounts in clause (ii) for all Start-Ups in suck Month. Ifthe sum in
¢ number, Seller shall credit Buyer’s invoice for such Morith by such amo
sum incle is a positive number, Seller shall add such amount to Buyer's inve
Monthand sich amount shall be payable by Buyer to Seller.

DELIVERY OF ENERGY AND CAPACITY

Obligation to Sell and Purchase.

A . aring the Delivery”’
BSeller shall sell and make available, and Buyer shall purchase, Buyer’s Project Capacity.

4)  Seller shall, by 4:00 a.m. CPT each Day, inform Buyer of () the esti
ity of the Project to supply Energy to Buyer during each hour of the remai
ity Mﬁ* sommencing three (3) hours after such deadline and (ii) provisionally, f
l‘mmiy therzafter. Seller shall advise Buyer as soon as pessible of any chan

or and Seller may subsequently revise its estimates.

(i}i ’\?B later than 10:00 a.m. CPI‘ on each Business Day, Buny shalt ﬁeﬁ«zgj :

{3 mwh hmxr uf lhe xmmedlate]y following Day at each apphcable Dehvery Pbmt ;B
} staterment may request the delivery of Energy from the Project subject to the ¥
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"*kller shall be obhoated to accept a request for Eneray that has been prov Je¢

'i-fes-ﬁ»lt Gf a Planned Outage, Unplanned Outage or event of F’o’re
riding the foregoing, Seller shall not be obligated to Startup the Project if d

h‘at in addltron to any other payments due hereunder, Buyer shall rerm
additional costs incurred by the Project in connection with any such changes

Connect g Uumy and!or RRO in accordance wrth the reqmrements of the Cennecung
sndfor RRO, as applicable.

if") As soon as pcssible after an event occurs that may necessitate a c‘h

3:' e&i;ﬂe as a result. If Buyer receives notice of or actual or deemed know!
LUnplanned Outage or other event that requires a change to the then Applicable Sch
yeason, including to avoid incurring Energy Imbalance Charges, Buyer shall immediat
all negessary changes to the Applicable Schedule and with the applicable Connecting
RRO in accordance with the requirements of the Connecting Utility and/or RRO, as a
For purposes of this Section, Buyer shall be deemed to have immediate knowled
interruption in the generation of the Project if Buyer installs communication equiprnen
to Section 4.5(d). In the event of an Unplanned Outage, the parties shall commu
determine the impact of such Unplanned Outage on Seller’s ability to meet the A
Schedule and Seller shall cooperate reasonably with Buyer to permit deliveriss ¢
resume or increase at the time the Project resumes or increases operation followin
Unplanned Outage,




(2) Seller shall not reject a request for Energy f
the: Mlmmum Load Reqmrement if, at th

,,,,stomer(s) would together sans‘y the Minimur
perated to serve such aggregate amount of

(hy  To the extent that the availability -of the Proj
‘Unplarined Outage or event of Force Majeure, then Buyer shil
50% of the Project Capacity then available (but no -more than
w:’f‘ﬂ‘ﬂdﬁd that Seller shall have the right to utilize such capac
Buver, m mcct Seﬂer s comrmtments to 1ts other customers

' nmfher Pmy m:ed agree o a contrary method unless satxsfactory toitin itsso

()  Buyer shall pay all Scheduling Fees charged by any third par
assoeiated with the scheduling of Energy for its benefit. No Scheduling Fees:
Buyer by Seller hereunder.

{ If requested by Seller, Buyer shall cooperate reasonably to atternpt to
additional scheduling and operating procedures for implementation of this Agreement.

43  Delivery Point.

168} Except as provided in Section 4.3(c) below, all deliveries and receipts of
shall be made at the Delivery Point.
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{b)  Buyer shall arrange for and provide all Total Transmission Semaea and
Transmission Costs necessary to receive the Energy at, and deliver the Energy from:
the Delivery Point.

{¢) In the event of a Planned Outage, Unplanned Outage or an €vent ¢
Majeure that impairs the ability of Seller to deliver Scheduled Energy, Seller may del
to Buyer from either (i) Alternative Generation to the Delivery Point or (i} if ¢
Buyer, Alternative Generation to any point of receipt within the control area of eith
Ultility (the "Alternative Delivery Point") as replacement for the Energy that would ath
provided by the Project. In the event Seller so elects to provide Energy, Seller shall «
and provide all Total Transmission Services and pay all Transmission Costs necessary
the Energy to the Delivery Point or Alternative Delivery Point, as applicable, ﬁnd Ty
arrange for and provide all Total Transmission Services and pay all Transmission -
necessary to re-deliver it to any other location from and after the Alternative Delivery Poir

44  Energy Imbalance.

hemunde.r are greater or Iess than the hourly quanmy of‘ Sche:&uled :Ewa‘
discrepancy, an “Energy Imbalance"), the Party on notice shall immediately n
Party. 1If actuaI deliveries of energy are greater or less than the Scheduled Enet
shall work together to perform corrective action to eliminate (i) the then ctrre
Imbalance as soon as possible and (ii) the cumulative Energy Imbalance within the
thirty (30) days and such other period of time in which the applicable Cu&n&m ;
such cumulative imbalances to be corrected. Seller shall pay «ll Energy It
resulting from Seller’s failure to deliver Scheduled Energy for any hour; pr
Seller, shall not be obligated to pay any Energy Imbalance Charges res
failure to timely submit the Applicable Schedule pursuant to Section 4.
changes thereto pursuant to Sections 4.2(e) or 4.2(f), and all such resultant E L
Charges shall be paid by Buyer. Buyer shall also pay all other Energy Tmbiubarice
including Energy Imbalance charges resulting from the failure of Buyer to pr
required hereunder, the failure by Buyer to schedule the transniission of Ene
Connecting Uuhty in a manner that conforms to the Energy Scheduled hereundsr, 4
Buyer to receive Energy in a manner that conforms to the Energy Scheduled he
failure of any other Persons to take the Energy from Buyer in a manner that confor
Energy Scheduled by Buyer hereunder or the failure of Buyer or of any customier of
receive Energy from the Connecting Utility in a manner that conforms to the Energy
hereunder (in each case, as adjusted for line losses if applicable).

4.5 Measurement.

(a)  All Energy delivered by Seller to Buyer from the Project shall be mutered
Meter., For purposes of detcrrninincr the Schedul‘ed Energy :Z’aﬁvmci 'bv Sé



readings of the Meter. Billings for all Energy delivered by or on behalf of
Alternative Generation shall be based on metering information provi
provider delivering the Altematwe Generatxon to the Dehvery Pemtt ar
as the case may be

nod of sueh omage sha.ll be: estxmated b;

lable.

(d)  Buyer may, at its expense, construct, install, own and maint:
t to allow real-time measurement -of the P
sion-of such information to-Buyer’s operation center(s).

h s
oty op;emnﬂ_g,

Title, Risk of Loss and Indemnity.

As ib"c’:’tw‘een 'th'e Parties, Seller s‘haﬂ ‘be deemed to- ‘befi’n exely

injury for whlch such Pany is respon31ble under
warrants that the Scheduled Energy delivered- by
aﬂd ncumbrances arising prior to the Delivery Point-or
case b Tlﬂﬂ to and nsk of loss related to. the Sched”‘ ‘

?omt;;as the case may be

47  Minimum Load.

Seller shall notify Buyer in writing promptly after Seller receives o Tequ
accordance with the requirements of Section 4,2(b) if Seller will not accept al
such request for Energy because satisfying the Ag ggregate Energy Demand dut
time covered by the request for Energy would require a Unit to operate at. less
Load Requirement” as provided for in Exhibit C (a “Minimum Load Conditior
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28 ._shall purchase and rece
ht to recewe and

- be available to Buyer no later than five (5) Hours af
Section 4.2(e). If, with respect to any Month during:the:
another customer in excess of its contract capacity in
Requirement for the Project as contemplated by the foreg
an amount equal to the product of the quantity of energy so-délivered:
Project Capacity as contemplated by such provise during such Month

5. PAYMENTS

5.1  Guaranteed Payment.

Buyer shall pay the Guaranteed Payment to Seller for each Month
Term. The Guaranteed Payment shall be due monthly in srrears pursin
throughout the Delivery Termn whether or not Buyer actually takes any Eneér
Agreement.

5.2 Energy Payment.

eMemp\mseppal.doc o



Buyer shall pay to Seller each Month during the Deli 148
Payment. The Variable Energy Payment shall be payable in arrears pursusn

53 Availability Requirements.

"Aggregate On Peak Fnergy” means, for any Summer Period, the mmﬁf
Peak Energy for each On Peak Hour of such Summer Period.

"Hourly On Peak Enetgy” means, for any On Peak Hour of a Sigmmer Perige
of the Applicable Capacity for such hour times one hotr.

"Applicable Capacity" means, for any Day, the applicsble Buy
Capability adjusted for the actual peak ambient temperature o such Day ir
Exhibit G.

M’Wh not 'SCheduIed by Buyer to the extem S’éﬂer 'tm& (
during such hour in accordance with clause (ii) of the firy
avoidance of doubt, any Energy not delivered by ;
obligations under this Agreement shall not be counted in- dcltttm. iing the foregoin

"Cumulative On Peak Undelivered Energy” means, for ary Suniner
the Hourly On Peak Undelivered Energy for each On Peak Hour of such Summer P

Notwithstanding the foregoing, there shall be excluded for purposes
Peak Availability Factor, each On Peak Hour of the Sutnmer Peried for
Majeure (up to twenty-five (25) Days per occurrence of such anevent):

(i)  adversely affected the Project’s production or delivery -
Energy during such hour; or

(i)  resulted in Seller declaring any Energy to be ungvailable iﬁ;ﬂ,,
with clause (ii) of the first sentence of Section 4.2¢a}. T
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At the end of the Summer Period, Seller shall pay to Buyer, as Buyers sole-
remedy for any failure of Seller to maintain an On Peak Availability Factor of at.
during such Summer Period, a rebate in an amount equal to the product of
On Peak Awvailability Factor, (ii) 66%, and (iii) the amount of the Summer Pegi
Faymants for such Summer Penod If the On Peak Avmlabﬂxty Fartor exe

an amoum equal to the product of (i) the On Pcak szulab:h W
(ili) the amount of the Summer Peried Guaranteed Payments for such .St:xm Het ben

Availability Factor shall be determined, for each Contract Year, by -
between the Aggregate Energy minus the Cumulative Undelivered Bnergy b
Energy. The Annual Availability Factor shall be expressed as a percentage, whit
deemed in no event to exceed one hundred percent (100%}.

"Aggregate Energy" means, for any Contract Year, the surs of the Hously' St
each hour of such Contract Year.

"Hourly Energy" means, for any hour, the product of the Applicable Capueity
hour times one hour.

"Hourly Undelivered Energy” means, for any hour, the sum, without duplicatic
the Energy in MWh Scheduled by Buyer in accordance with. Section ;ﬁ‘ and i
Seller during such hour and (ii) any Energy in MWh not Scheduled by Be
has declared such Energy to be unavailable during such hour in acﬁm&&m& Wiﬂm
the first sentence of Section 4.2(a). For the avoidance of doubt, any Ener
Seller because of a breach by Buyer of its obligations undev this Agreem&% shiall sot'b
in determining the foregoing sum.

"Cumulative Undelivered Energy” means, for any Contract Year, the st of the |
Undelivered Energy for each hour of such Contract Year.

Notwithstanding the foregoing, there shall be excluded for purposes of cal
Annual Availability Factor, each hour in which Planned Outages occur {escept
described in Exhibit H) and each hour that satisfies both of the following requirement
any event of Force Majeure (up to twenty-five (25) Days per occurrence of such an

(i) adversely affected the Project's production or delivery of Se¢h
Energy during such hour; or

(i1) resulted in Seller declaring any Energy to be unuvailable i seto
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R | iRé‘;jfpesgn'ta;tiqns;\ and Warranties.

As a material inducement to entering into this Agreerrient, sach Party
itself, herebiy represents and warrants to the other Party as-follows:

(8) it is duly organized, validly existing and in good standing unde
jurisdiction of its formation and is qualified to conduct its business in 1&@5
necessary to perform this Agreement;

(b)  the execution, delivery and performance of this Agm&mtz& :
¢orporate or limited liability company powers, as the case m
authorized by all necessary corporate or limited liability conpany sctiot, a8 the

(¢c)  this Agreement constitutes a legal, valid and binding obligut
enforceable against it in accordance with its terms, subject to bﬁn 4
reorganization and other laws affecting creditor’s rights generally. h
equitable principles regardless of whether cnforcemcnt is sought in a proces;
equity; and




(d)  there are no bankruptcy, insolvency, reorganization, re¢eivership or ot
proceedings pending or being contemplated by it, or te its knowledge threatened againstit.

No Other Representations and Warranties.

Each Party acknowledges that it has not entered into this kgreemém
presentations and warranties other than the express representations and warti
| ﬁm Agreement.

8. COVENANTS

81  Remaking of Representations and Warranties. Each Party covenants that i

‘tause its respective representations and warrarities in S.ef:ﬁxon 7.1 (a) through (¢} wremain
an, 1 correct throughout the Contract Term.

- 8.2 Professional Operations. Each Party shall employ, either directly or
pmfessxonal personnel who are fully capable of performing the tusks of sue

Sections 3.4(d), 3.4(f), 4.2, 4.3(c) and 4.4 of this Agreement on a 24-Hour per B
week basis.

8.3  Operation of the Project. Seller shall use all commercially rensonable efforts to e
“and maintain the Project consistent with Prudent Industry Practice. Seller : i
maintain insurance in accordance with the requirements of Exhibit [ hereta. Selly
amend the Gas Distribution Agreement, ComEd Interconnection Agreem ent. o
Interconnection Agreement in such a manner that would have a material adverse effee
without obtaining Buyer’s written consent.

8.4 Confidentiality. Any Confidential Information is disclosed in amﬁ«i@m
uansferee shall resmct its use of such mformanon solely m uses related ¢ i

chther tbe transferee nor any consultant or othar person 0 wh@m any Confidentia
is provided in connection with the Project or performance of this Contract shal
otherwise disclose such information to others or use such information for any pﬁ]
exprcssly prowded above w1thout the written approvle ef th% Hﬂﬂ!’ﬁféf@h progi }

and assigns, or (n) the nght of e1ther Party m supply sueh mt‘amum G aﬁg 1
authority asserting a right to such information, or as may be required By A
Requirements.

8.5 MAPP/MAIN. Seller and Buyer may become members of either or both of MAP
MAIN at their election. :

8.6  Cooperation. Buyer shall cooperate in good fuith with and provide reasorabilic sasistance :
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to Seller and its Affiliates in providing information to actual or prospective Fint
the Project, and cooperate in good faith with Seller and its Affiliates to obtais fins
financing for the Project. In connection therewith, Buyer shall enter into & é@ﬁsﬁ
assignment of this Agreement to the Financing Parties and such other ugreette
opmmns and documents as Seller or the Financing Parties may reasotiably request e
with such financing or re-financing.

8.7  Planned Outages. Seller shall schedule Planned Outages in accordance with Exhil

88  Sales for Resale. Buyer shall sell or otherwise dispose of the capacity &
acmally purchased by Buyer hereunder in a manner that causes the M& of th
Energy by Seller to Buyer hereunder to be “sales for resale™ in secordance with
Power Act and applicable FERC regulations.

8.9  Operating Committee. An “Operating Committee™ shall be estubliched by the P
oversee the implementation of the transaction as provided below. ‘The mem
Operating Committee shall be comprised of two (2} individuals, ang of which shatl be
by Seller and one of which shall be appointed by Buyer. Eith ty rial
individuals to serve as alternates to the member appointed by such Pirty &
altemate(s) shall have the powers and duties of suck Party's
memttee durmg the absence of the Party § memb&r Thé (3[

vxdao canference »,al] The mernbers may agree m h:we athexr mpmwnﬁxhﬁm 3l
meetings. The Operating Committee shall be responsible for only such ¢
shall mutually agree in writing. No proceedings or decisions of the Oper
be binding upon either Party unless mutually agreed to in writing by the
members of both Parties expressly acting in their capuacity as merbers of th
Committee.

9. CONDITIONS PRECEDENT

9.1 Seller’s Conditions Precedent. Notwithstanding any other provisd
Agreement, the effectiveness of this Agreement (other than Sections
13, 14, 15 and 16) is subject to the satisfaction, or the waiver (other tharn the waiver of
requirements of Exhibit J) by Seller, of the following conditions precedent:

(a) the receipt by Seller and Buyer of ar‘l necessary ﬁmemﬁmmﬁ ;a{;i ‘s:‘m

hmeunder (mcludm wnhout lnmtanon the filmg b} St.mr o

and the acceptance by the FERC of this Agreement and the receipt Ew Eu.i:f ot the
approvals set forth in Exhibit I); and

(b)(i) Seller shall have received a Ratings Reaffirmation in gémﬁwﬁmﬁ Wi
Agreement and the exercise by Seller of rights to call back Project ea i

customer(s) for use in connection with this Agreement or (if} Seller shall bave no
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writing that no such Ratings Reaffirmation is required under the agreements entered ini
Seller and Cordova Funding Corporation for the financing of the Project.

“ffcctxvenésé of this Avreefhent (other than Sections 3. “’(c} 84, &6‘ 9, 10, L, ‘i
16) is subject to the satisfaction, or the written waiver (other than the waiver ¢
reyuirements of Exhibit J) by Buyer, of the following conditions precedent:

{a) the receipt by Seller and Buyer of ali necessary governmentil api
Agreement to become effective and for the Parties to perform
hiereunder (mcludmg the filing by Seller of thxs Agreernem thh i

condition is satisfied) notify the other Party in writing of suck first Pa
condition precedent above. Seller and Buyer each shall use ressonabl
_conditions precedent applicable to it, and shall cooperate reasonably w i
other Party’s efforts to satisfy its conditions precedent; provided, however, &
required to agree to any amendment, modification or waiver of any i :
or to agree to any other condition, term, obligation or requirement w

governmental approval or Ratings Reaffirmation unless such Party in its sole discretio
todo so.

9.4  Effectiveness. Notwithstanding anything herein to contrary, this :Agfwm@ﬁﬁ“
deemed not effective and null and void in the event the approvals set forth in
obtained by July 20, 2000 or such later date as the Parties may mutually agee
no event later than the Day prior to Commercial Opetation Dite.

10. TERMINATION

If the Parties have not satisfied or waived their respeetive &@ﬁ@“ﬁm precedent ¢
in Sections 9.1 and 9.2 and notified the other Party theteof, by July 26, 266

shall automatically terminate without cost or penalty to either Party, unless such diste

or waived by written agreement of both Parties.

i1, EVENTS OF DEFAULT AND REMEDIES

11.1  Event of Default. An "Event of Default” shall mean:

(a)  the failure of the defaulting Party to make, whets dus, ¢
this Agreement if such failure is not remedied within five (5) Business



of such failure is given to the defaulting Party by the other Party; or

(180) days; or

(d)  the defanlting Party shall:

) make an assignment or any general - arranges
creditors; ‘

{iiy file a petition or otherwise comtnen
commencement of a proceeding or cause o:
for the protection of creditors, or have st
not withdrawn or dismissed within-sixty(60) Dayssaﬁer-sut

filing: o
(i) otherwise become bankrupt orinsolvent (howeverevidenced
(iv)  be unable to pay its-debts as they fall due.

11,2 Remedies Upon an Event of Default.

()  Upon the occurrence and during the continuation of any Event-o :
Party not in default shall have the right:

(i) to terminate this Agreement upon ten (10y Days’ written nol
defanlting Party; or

(i)  to pursue any other remedy (A) provided under this Agreem
subject to Sections 11.3 and 14.2, now or hereafter existing at law,

(b}  Notwithstanding any other provision of this Agreement, a Party ’s darm
not include any Stranded Costs.

113 Acknowledgment of the Parties.




{a)  Each Party hereby stipulates that the payment obligations set forth in Section 5.3
are reasondble in light of the anticipated harm and the difficulty of estimation or cal
sctual damages and each Party hereby waives the right to contest such payn
umawﬁﬁblc penalty. The remedy set forth in Sections 3.2 and 5.3, as the case 1

di,:c’(cluswe remedy of the aggncved Parcy for Sellers faﬂur'e to meet th

()  In the event either Party fails to pay amounts in accordance with the ter
Agreement when due, the aggrieved Party (a) shall have the right to suspend pe
such amounts plus interest at the Late Payment Rate have been paid, and/or (b) shal
to interest at the Late Payment Rate from the date due until the date paid.

114 Other Events,

In the event that Buyer is regulated by a federal, state or Iocal regulatory
budy shall disallow recovery of all or any portion of any costs incurred or yet tobe
Buyer under any provision of this Agreement, such action shall not operate to excus
performance of any obligation nor shall such action give rise to-any right of Buyer t
ar retroactive adjustment of the amounts owed under the Agreement.

12.  BILLING AND PAYMENT

¥%1 Billing and Payment.

Seller shall render to Buyer (by regular mail, facsimile or Gkhe:r aecepiy
pursuant to Section 16.1) for each Month during the Delivery Term.
Guaranteed Payment for such Month, the Vanable Energy Payment for A
charges due Seller, including payments or credits between the Parties pursuati
4.3(c), 44 and 5.3 during “the preceding Month, and the amounts due to Séll
therefor. If Seller is missing any relevant information at the time Seller prepar
mmmhly invoice, then Seller may separately invoice Buyer for any affected pa‘
in a supplemental invoice or subsequent regular invoice upon receipt of ther
On or before twenty (20) Days after receipt of Seller's statement, or if such Day is
Day, on the Day provided in Section 1.2(f), Buyer shall render, by wire transfer,
forth on such statement to the payment address provided in Exhibit F hereto, ©
shall accrue interest from, and including, the due date to, but excluding, the date of pa
the Late Payment Rate. »

Each Party (and its Representatives) has the right, at its sole expense and d
working hours, to examine the records of the other Party to the extent reasonably neces:
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verify the accuracy of any statement, charge or computation made pursuant to this Agreen
réqw;tad 4 Party shall provide to the other Party statements evidencing the quantitic
delivered at the Dehvery Point or the Alternative Delivery Point. If any such examinal
any acy in any statement, the necessary adjustments in such statement and
the mﬂf will be promptly made and shall bear interest calculated at the Late Paym

the date the overpayment or underpayment was made until paid; provided, howes
adjustment .. - iy statement or payment will be made unless objection to the accuraé
was made prior to the lapse of one year from the rendition thereof.

13.  ASSIGNMENT; BINDING EFFECT
13.1  Assignment.

Neither Party shall assign this Agreement or any of its rights or obligations hereun
without the prior written consent of the other Party, which consent shali not be ungeas
withheld or delayed, Notwithstanding the foregoing, either Party may, without
consent from the other Party (and without relieving itself of its obligation
{1} wansfer, sell, pledge, encumber or assign this Agreement or the accounts,
proceeds hereof in connection with any financing or other financial arrangements; or
or assign this Agreement to any person or entity succeeding to-all or substan
of such Party; provided, however, that in each such case other than clause (i), (x)'
shall make rapresentatxons to the other Party identical to those under Section ’ﬂ
assignee shall agree in writing to be bound by the terms and conditions of this Agreement.

This Agreement shall inure to the benefit of and be binding upon the Parties and ‘
respective successors and permitted assigns. No assignment or transfer permitted: heteu
shill relieve Seller or Buyer of any of their respective obligations under this Agreement.

14,  FORCE MAJEURE AND LIMITATION OF LIABILITY

14,1 Force Majeure.

If either Party is rendered unable by Force Majeure to carry out, in whale or i pat
obligations under this Agreement and such Party gives notice and full details of the ev
other Party as soon as practicable after the occurrence of the event, the obligations of (h
affected by the event (other than the obligation to make payments due under this &

commercially reasonable efforts to continue to perform its obligations under this Agreemient
remedy its inability to perform; provided, however, that this provision shall not requi
deliver, or Buyer to receive, Energy at points other than the Delivery Point or, if
in accordance with Section 4.3(c), an Alternative Delivery Point. Nothing in this Se
smn rt:‘qu'srt:» the settlement of any strike, walkout lockout or ot’her‘ labor dit’pme on 'ie:' :



greed that the settlement of stnkes waﬂcoutsa.lockoms or oth, ]

iﬁnzﬂly adversely affected by such efforts t;xthcr
Il provide a certificate of exemption or other reasonab
if either Party is exempt from taxes, and shall use re
c&op&rdte“ with obtaining any exemption from or reduction of tax. Eith
of a tax on the purchase or sale of energy that may be applicable to the
shall notify the other Party, in advance, of the applicability of such tax -
other Party of any proposal to implement a new tax or apply an existing tax t
delivery, or receipt of Energy hereunder.




. t; 1o Ehé Energy sold dehvered and I'CCBIVE:d hereﬁn‘,er;a ha
irsaant to-this Section 15.2.

153  Stranded Costs.

No’ withstanding any other provision in this Agreement”’ y.the contrary, i ger
ient neither Party shall be required to bear, direc
fing, without limitation, any transmission surcharges, 't
ustomer or supplier of the other Party or any* othe Persoft; ©
by émy Person against the other Party.

18.  MISCELLANEOUS

161 Notices,

Any notice, request, demand or other communication -required or pern
‘mm}&r thx.s Agreement shall be in wntmg (unless otherwme prov:de herem) an

Sws or facsmnla numbers as apphcable specxﬁed in ExhibitF.
d via telephone under this Agreement shall be deemed to be
conversation takes place using the phone numbers specified if Exhibi
ing notiee via telephone shall provide the other Party with a-written: statem
the subject matter of such telephone notice on the Business Day following |
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meng ment mcatmn -OF Ch ’
uted by both Parties. For the a
J Gas llstnbunon Agreement the ;

Exvept as otherwise stated herein, any provision: or*arm:le dec):are
by a zourt of law or regulatory agency -or jurisdiction o
because of a statutory change, will not otherwise affect the lawfil: it}
this Agreement, In such circumstances, the Parties agree to-négotiate-in 0o
ggreement as near as possible to the original intent and effect.

16.6 Headings; Exhibits.

The headings used for the sections and atticles herein are for convenien
purpeses only and shall in no way affect the meaning or interpretation of the provisi
Agreement.  Any and all Exhibits referred to in this Agreement are, by such
incorporated herein and made a part hereof for all purposes. ‘

16,7 No Third Party Beneficiaries.

Nothing in this Agreement shall provide any benefit to any third party ar entitle:



srty to any claim, cause of action, remedy or right of any kind, it being the intent of the Parties
that this Agreerent shall not be construed as a third party beneficiary contract.

This Agreernent may be executed in several counterparts, each of which is an Gngib
st all of which constitute one and the same instrument,

ANY CONTROVERSY OR CLAIM ARISING OUT OF OR RELATING TO THIS AGREEME
£l WﬁRFOF SHALL BE SETTLED BY ARBI'IRA’I'ION ADMIN{STERI:D BY THE Al

. AND JUEGMENT ON THE AWARD RENDERED BY 'IHE mmma{s) MAY_;BE"'
; IRT HAVING JURISDICTION THEREOF. WITHIN FIFTEEN (15) DAYS AFTER EITHES
HAS #mvm‘w NOTICF TO THE OTHER THAT IT 1S INVOKING mmnom ‘

ANY ARBITRATION SHALL BE COMPLETED WITHIN ONE HUNDRED NTY {
m mx PARTY FIRST DELIVERS NOTICE TO THE OTHER PARTY OF THE COMMENCE
i ARBITRATION (SUCH ONE HUNDRED TWENTY (120) DAY PERIOD, THE “,,
]ff@:ﬁ"‘}g AND THE ARBITRATOR SHALL AGREE TO COMPLY WITH THIS SCHEDU

N A u:anm MUTUALLY AGREEABLE TO THE PARTIES. ANY ARBITRATH
E) ACCQRDING TO THE FOLLOWING (A) NOT LATER mAN SEVEN (7) DAYS PRI

’M‘WES. AND (D) NO OFFER MAY BE MADE OF THE DE‘I‘AILS OF ANY s_ FTi
0ON RELATED TO THE ARBITRATION OR THE COST TO THE PARTIES y
“ITVES AND COUNSEL. THE PARTIES SHALL BE EN'ITI'LED TO mscovm*f A‘% f*m

OFLY WITH THE PERMISSION OF THE ARBITRATOR AND FOR GOOD CAUSE SHOWN.
DEPOSITION SHALL BE LIMITED TO A MAXIMUM OF ONE DAY.

1610 Acknowledgment of Arbitration.

I;A{fﬁ PARTY UNDERSTANDS THAT THIS AGREEMENT CONTAINS AN AGREEMENT T




By: __
Name: _
Title:__

[SIGNATURE PAGE TO POWER PURCHASE AGREEMENT]
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imonwealth Edison Company and MidAmerican B
he vicinity of the site of the Project.
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EXHIBIT C
PROJECT CONSTRAINTS

ieet Constraints are the actual operational constraints of the Project
with Prudent Industry Practice and Applicable Requirem
#ion, minimum load levels, maximum capacity, maximum ramp rate
e reguired for stm~up and the constramts on the abxhty tor obtam an

Prva O Line Periad Less Than 8 Hours 8.t0 48 Hours

Muisaum St Up Tine 2 hours 4 hours 6 hours

4. Emission Constraints and Limitations. Buyer may scheduie energy 'f
£ omly in a manner that will allow Seller to comply with all state and federal enviro
sid egulations in effect from time to time. It is currently estimated that complian
3 | above will be sufficient to satisfy the requirements of Section 4.







EXHIBIT D
HEAT RATE

anteed Heat Rate. The Guaranteed Heat Rate for the first six months of the i
Year shall be calculated as follows:

Chinrnteed Heat Rate =NHR X PCF X DF

= Net heat rate value (in BTUAWh, HHV), which shall be equal to 6793 BTU/KWE
"i‘tﬂx Fahrenbmt and 60 percent relatwe hurmdxty which is the heat rate vaIua ni‘th

Degradation Factor, which shall be 1.015.
Higher heating value of fuel (Per Applicable ASME PTC), Btu/lb.

1] bs:ﬁ ﬁﬂnﬁmmd wnthm twenty (20) Days after the end of the first six months Ot th
it f);;,rmg t,he tcst the Pro;ect will be operated in accordance with normal op_eratm pr

' .':uifa Emrgv dunng the test at a rate equal to 50% of the. Pro;ect Capacxty The as?ﬁés'
Hmt Rate will be determined based on the following relationship:

AHR = Wx HHV

kW
AHR = Actual Heat Rate, BwkWh HHV.
W = Fuel flow (per applicable ASME PTC), Ib/h.
kW = Average hourly as-tested net electrical output.

"The fuel consumption of the Project shall be directly measured in accordance with the applicable
ASME Power Test Codes,




After the as-tested values are determined, corrections to net electrical outp
Actual Heat Rate will be performed to adjust for the difference between actual ambien
and humidity during the test and the guarantee point ambient temperature and- humi
above by using the correction curves developed by the EPC Contractor for determiting
Project meets the heat rate guarantees in the EPC Contract.

Seller shall be entitled to schedule additional heat rate tests if an outage occurs
fatetestorthe results of the heat rate test are otherwise determined by Sellerto be:u
the results of such additional test shall supercede such previoustest.

Seller shall develop more detailed procedures for the heat rate tests.

Additional Fuel Costs — Guaranteed Heat Rate, If the Actual Heat R
conducted approximately six Months after the Commercial O Operation Date, a5 co
temperature and humidity, is greater than the Guaranteed Heat Rite, the

~within thirty (30) Days of the test, the Additional Fuel Costs computed on the bﬁsi v of
formula:

P =FC *PHRC

1

Additional Fuel Costs due to Buyer from Seller.

=
S
Il

Fuel Cost in dollars, which shall be equal to the sum of the Daily Fuel
Costs for each Day during the first six months of the first Contract
Year. “Daily Fuel Costs” means, for any Day, the sur of (A] 2h¢=
product of (i) Buyer’s Fuel Supply Requirement for Suz:hsi iy {in
MMBtu) and (ii) the sum of (A) the Fuel Index (in S/MMBtu} for
such Day and (B) $.015/MMBtu.

1§

PHRC Actual Heat Rate (in Btw/kWh HHV) minus Guaranteed Heat Rate (in

Btw/kWh HHYV). For purposes of calculating the Additional F ﬁél
Costs, PHRC shall not be less than zero.

GHR

H

Guaranteed Heat Rate (in Btw/KWh HHV).



Guarariteed Heat'Rate (in'Bt ,’
‘HHYV). For purposes of calcula







EXHIBIT F

Notices to Seller:

Cordova Energy Company LLC
302 South 36" Street

Suite 400

* Omaha, NE 68131

~Phone: (402) 231-1584

Fax: (402) 231-1668

Attention: General Counsel

With 3 copy to (except for routine communications):

Cordova Energy Company LLC
666 Grand Avenue

Des Moines, JA 50309

Fax: (515) 242-4080

Atterition: General Counsel

Notices to Buver:

Formal Notices:

MidAmerican Energy Company
666 Grand Avenue

Des Moines, IA 50309

Fax: (515) 242-4080
Attention: General Counsel

With a copy to (except for routine communications):

MidAmerican Energy Company
666 Grand Avenue

Des Moines, IA 50309

Fax: (515) 242-4038
Attention: President




Operational Notices:

MidAmetican Energy Company

4299 Northwest Urbandale Drive
Urbandale; TA. 50322-7298

“Attention: Vice President — Electric Trading
Phone: (515)252-6429

Fax: (515)252-6410




EXHIBIT G
MONTHLY NET CAPABILITY

1. Monthly Net Capability. Foreach Contract Yearduring the Delivery’
Net ‘Capability for each Month shall be the determined on tha .

gccordance withithis Section 1; provided, however, for purposes o
Monithly Net Capability shall be adjusted for variances in temperatt

Any Capacity Test shall be conducted ata time pmpﬁﬁdb"‘*S&iﬂtf*
‘Buyer which shall not be unreasonably withheld or delayed. Buyershall
dunng the conduct of a Capacity Test.

Each Capacity Test shall be conducted for a period of
be required to Sehedule Energy during the test at 4 rate equal
Capatity as estimated by Seller.

of such Contract Year will be determined by adjusts;
. ‘ambient temperatures, barometric pressures and relative
‘Temperature Basis for the Month as provided in Table
developedby the EPC Contractor for determining whether
guarantees under the EPC Contract (and, if necessacy, shafl
resulting from application of the “Maximunt Hourly Qusan
Distribution Agreement). The Monthly Net Capubility will the

desxcnaung a level for each Month between 98% and 1005 of theme
as determined above (which percentage shall be the same foe esch ‘&fw@ﬁ@i gﬂ" ;
unless the Parties otherwise agree in writing).

After the first Contract Year, Seller shall estoblish new corection curves bae
experience to replace the correction curves from the EPC Contractor.

Seller shall be entitled to schedule additional Capaeiry Teste (il an Guts
Capacity Test or the results of the Capacity Test are vtherwise det
unsatisfactory, or (ii) during the first Contract Yeur, if Seller believes tha
higher capacity levels than achieved during the Capacity Tew gsed for the M
levels then in effect.




2. Adjustment for Avaxlabnlnfy Guarantees. F‘m‘ éaﬁ& Ba} during ¢

Ba513 for the Month in whxch such Day occm‘s a8 pm gt :
curves developed by the EPC Contractor for determining whetlier the Project
output guarantees under the EPC Contract or the substitute correction eup

accordance with Section 1 above, as the case may be.

Seller shall develop more detailed procedures for the sdjustinents

 Section 2. The Parties may agree in writing:to suspend the use-of the te o "
~this Section 2.

3. Table G-1. Table G-1 below contains the Temperature Busis uw used tn Seet
2 above and'the MNC used for Section 3.2 of the Agreement.

: Temperature ~ MNC
. Basis | |
Deg.F) | (awy |
20 576
25 573
37 564
49 552
86 , - 506
%8 | 4%
94 498
92 500
88 505
81 512
‘December 20 576




No later than December 15 of each Calendar Year, commericing with the Cale
immediately prior to the Calendar Year in which the Commercial Operat :
occur, Seller shall deliver to Buyer a written schedule for Planned Gamges

succeeding Calendar Year. In preparing this schedule:

(i) Seller shall use reasonable efforts to establish a schiedule that s in a0
with Prudent Industiry Practice; and

accordance with Buyer s suggestmnS‘ pmvxded that ﬁeiht &iffaﬁ tiaﬁ bet
adJ ust the schedule if SeIler reasonably cietermm&ﬁ tl‘mt Sim?il aﬁgﬁs@m&

Seller may also endeavor to accommﬂdate !he ?ez;uest% F Sell
may limit Seller's ability to accommodate Buyer's iféﬁ}ﬁﬁt&fﬁﬁ

Following the delivery of the schedule for & Calendar Year, as deseril
determines that it is necessary to modify the schedule, Setler shall promptis
If Buyer requests adjustments to such modified schedule, Selier shalt

Planncd Outages shall be scheduled or pert'armed ﬁm‘mg the gc:ﬁéxi ﬁf%ﬁy mt‘ig FSepler
of each Calendar Year without the prior consent of Buyer.

The Parties recognize that the expected duration of a Planned Outage sy 5&:‘
change based upon circumstances that occur or are discovered during the courde of Ui
Outage. Seller shall keep Buyer penodlcall& informed as to the siatus and ﬂﬁmﬁi@&ﬁdﬁm ¥
Planned Outage.

Seller shall provide such information as Buyer may reasonsbly request from time fotl
to the then current schedule and expected duration of Planned Cutages.

Seller agrees that for purposes of Section 3.3(b} of the Agreeme
Outages for a Combustion Inspection, Hot Gas Patl Inspections and &
will not be excluded from availability calculations to the extent suchi peri
and 25 Days, respectively, except to the extent that the Independent Eng
Parties determines that such additional time is required to comduet Sus
accordance with Prudent Industry Practice or to the extent that such timg



Path’




shau use: the proceeds of its properly msurance to repaxr of
- loss to the Project that gives rise to the insurance proceeds (excep . to-the exl
rebuilding is accomplished without use of such proceeds).

11



The Jowa Utilities Board having made the specific determinations putsuant to Se

32(k) of the federal Public Utility Holding Company Act.

The Tilinois Commerce Commission having made th
Section-32(k) of the federal Public-Utility Holding Company Act.

The South Dakota Public Utilities Comnnssmnhavmgmaded‘taspem

Approval of the Agreement by the Illinois Comifier
101(3) of the Hlinois Public Utilities Act.

Approval of the Agreement by the Jowa Utilities Board {"IUB"} pursta A€t the

requirements of IUB Docket SPU98-8.

Approval of the Agreement by the Federal Energy Regulatory Cormmibssior
Sections 205 and 214 of the Federal Power Act.







MidAmerican Exkili
STATE OF SOUTH DAKOTA

BEFORE THE PUBLIC UTILITIES COMMISSION

MidAmerican Energy Company :
‘ : DOCKET NO.

Application for Determinations Pursuant : N
to Section 32(k)(2)(A) of the Public Utility : APPLICATION FOR
Holding Company Act :  DETERMINATIONS

AFFIDAVIT OF
JAMES ALBERT FLORES

STATE OF NEBRASKA )
) sS,
COUNTY OF DOUGLAS ¥

1, James Albert Flores, being first duly sworn on oath, depose and staee that | am
President, Project Finance, of Cordova Energy Company LLC. hereinafter relemred to i
am authorized to make this affidavit on behalf CEC and CEC will be bownd by the ¢
made herein; and, in regard to the Power Purchase Agreement proposed 1o beenters
MidAmerican Energy Company with CEC as set forth in the Apphcation and suppostin
testimony filed in the above captioned proceeding, CEC will provide the South Baketa
Utilities Commission with access to the books and records of CEC to the full extent necew
enable the Suuth Dakota Public Utilities Commission to exercise its duties under Section e
32(k)(2)(A) of the Public Utility Holding Company Act. |

Subscribed and sworn to before me,

a Notary Public in and for said County
and State, this 31" day of January, 2000.

-~ .

Motary Public




STATE OF SOUTH DAKOTA

BEFORE THE PUBLIC UTILITIES COMMISSION

erican Energy Company

DOCKET NO.

»¢ Determinations Pursuant
 of the Public Utility  :

STATE OF IOWA )
) SS.

COUNTY OF POLK )

1. William E. Turnbull, being first duly sworn on oath, depose and state that Larn

£. Tumbull identified in the following Direct Testimony; thatlha\*ecause th

“Willian E. Turnl

Subscribed and sworn to before me,
a Notary Public in and for said County
and State, this 21" day of February, 2000.

LINDA A, COOR

Mt COMMISSION EXPiRES |

e‘— 4;’ - / “.\;5 y
T NS 2 3
Notary Public




STATE OF SOUTH DAKOTA

[SSION

BEFORE THE PUBLIC UTILITIES COMM

n Energy Company

DOCKET NO.

- Determinations Pursuant
AE )iof the Public Utility

Please state your name and business address.
William E. Turmbull. My business address is 4299 Northwest Urbandalenv
Urbandale, lowa 50322-7298. |
By whom are you employed and in what capacity.
1am employed by MidAmerican Energy Company (MidAmerican) as-a Long |
Frader,
What is your educational and employment experience?
A, After graduation from lowa State University in 1990 with a Bachelorof Scien
9 degree in Electrical Engineering with a minor in Business Administration,’
| i employed by Iowa Electric Light and Power (Iowa Electric) for approxirmati :
14 years as an engineer working specifically on nuclear projects at the Duane At
1 Energy Center.
iE _ I joined Midwest Power Systems Inc. (Midwest Power) in April of 19/
& Nuclear Administration and Resource Planning Engineer. My responsibilitic
5 divided between performing electric utility production cost evaluations for vario

i departments within Midwest Power, and the monitoring of operation and cor



MidAmericanE;
P

. wt Cooper Nuclear Station (CNS). As part of my Resource P]‘a’rmih g

sesponsibilities, 1 evaluated several different short-term sales and purchases fro

fes, various plant modifications, interacted with several other individuals-or

irce Planning related activities, and performed the production cost mode]
suppon the merger between Midwest Power and lowa-Illinois Gas and Electtic

¢

mipany (fowa-Illinois).

In September 1995, after the merger of Midwest Power and Towa=Illir
actepted the position of Senior Nuclear Engineer in the Nuclear group within
Cities Nuclear Power Station. In addition to my other responsibilities, I began
working on the request for proposal (RFP) in May 1999 for MidAmerican
Term Trading group. In September 1999, I transferred to a position as 4 Long
‘Trader in the Electric Trading group. |
Plegse describe your responsibilities as a Long Term Trader.

I am responsible for trading long-term (one year or more) physical fencpgyz:,anﬂ» .
eapacity for MidAmerican in the MAPP, MAIN, SPP and ECAR zregio‘ﬂs;fﬁe;g
new agreements with wholesale buyers and sellers of energy and capacity and V,

performing marketing functions with new wholesale customers in the MAPP, N

SPP and ECAR regions. In addition, I work with a Financial Trader for Mid/
in the trading of financial products such as electricity futures, over-the-counter -
products and weather derivatives and the negotiation of new contracts with

representatives of other entities involved in financial trading. 1 also have



g

i

MidAmerican’E

sibility for negotiating new supply contracts with other energy supplier

developers, completing requests for proposals for capacity and energy supply
sweded basis, and responding to requests for proposals for capacity and energ
behall of MidAmerican,

Purpose of Direct Testimony

What is the purpose of your direct testimony in this proceeding?
{ will discuss the request for proposal (RFP) process that led up to MidAme:
decision to enter into the Power Purchase Agreement (PPA) between Cordov
Company LLC (CEC) and MidAmerican and the prices, terms and condi’:t-i.oﬁé./,,
PPA.

The RFP process

What was your role in regard to the REP process and negotiation of the PPA?
My role in the RFP process was to review and understand the resulting propos,
received, to evaluate those proposals, to rank the proposals, and to select-and
recommend the best proposal or proposals. Upon selection of the finalists, I'w
of a team that negotiated the final contract terms.

Was anyone from CEC involved in developing the RFP or evaluating the respon
received by MidAmerican to the RFP?

No. In addition, no information concerning the proposals by other parties was
shared with anyone at CEC. In fact, CEC was never advised of the i’dem‘i’.ty‘fdf he
other bidders.

Please discuss the commencement of the RFP process that led up to MidAmetica

decision to enter into the PPA.



ities (utilities, municipals, developers; and power.

i May 1. 1999, A copy of the REP as sent to those enti

er I
der 1

jer Proposals

¢ Ridder!
¢+ Bidder K

eferred to these bidders as “Bidder A,” “Bidder’B,” and so- 0

i} these bidders by name?

5%

ey are identified on MidAmerican Exhibit 2.2 which T am spon

¢ s abbreviation for combustion turbines.

Yo also referred to “energy at market.” Please explain that term.




“energy ut market” simply means that the:price:0
ad until the time that the purchaser calls upon the
(ttie the seller can set the energy price to be whatever the. m
$iseuss the analysis phase of the REP process:

T proposals in each category were compared with the-othier proposals, -

ctican’s generation build options, and anticipated forwa d'mar
» proceeding, please explain the term “anticipatedéfbtwa
s “anticipated forward market prices” refers to-the Putnam ye
J modeled future spot market prices, MidAmerican’s internal pro
Cingrgy hub prices, or some combination of MidAmerican’s int '
futiise Cinergy hub prices and PHB modeled future spot market pricefs_/’ "
{he eviluation of the proposals, I will explain these terms.
Please discuss the comparison of the proposals.
1n order to make these comparisons the following assumptions were deve ’p,
s CCCTs were assumed to run at a 50% capacity factor
= Determined by the use of a dispatch model.
# CTs were assumed to run at a 5% capacity factor
=> Based upon current use of MidAmerican CTs; however, dispatc
results were 3%.
e Monthly, locational gas prices were received from MidAmeric:
and Trading group for the year 2000. These monthly pr‘icesv WE ’

an annual price by using a monthly weighted average.



’ Midkmeﬁg

+  Applying Standard & Poor’s DRI utility price index to'the year 20(
supplied by the Gas Supply and Trading group generated natural-g:

2001 through 2006.

MidAmerican’s weighted average cost of capital was assumed at

fate.

s Adiscount rate was used (see Exhibit 2.3),

& Addxtmrml transmission-costs were included to adjust the delive
when required.

*  Apequity churge was assessed to-all purchase proposals.

&  MidAmerican's Market Assessment-group-supplied several buil

ranging from 80 MW to 500 MW. A 160 MW CT was selecte

combustion turbine, or peaking, comparison-and-a 500 MW:C
selected for the combined cycle comparison.
Wit were the before tax and after tax rates used for MidAmerican W 1gh
average cost of capital?
These rates are shown in MidAmerican Exhibit 2.3 which.Tam spans-é'f,jn’
What discount rate was used?
This information is shown on MidAmerican Exhibit 2,3.

Why was an equity charge assessed to all purchase proposals?

The equity charge was based on the concept that, like capital leases, th“é;}-%ﬁ
 gnmmunity would consider a portion of the annual fixed (demand) cost
equity charge was calculated by imputing the amount of equity that would:t
to return the implied capitalization structure of the utility back to 50% debt

gquity coupled with the incremental cost of equity compared to long-term: de



MidAmerican Ex
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i wesuir last anssver, you referred to the “implied capital structure of theu
dder w0t mean by “implied capital structure” and does the reference to “diti

MidAmerican Energy Company?

{ cupital structure refers to the financial community’s perspective:on
perican's capital structure, with a portion of the annual fixed costs vie:

il debt. The reference to “utility” means MidAmerican Energy Com

MidAserican hus a need for intermediate and peaking generation, The1

fe most cost-effective choice for peaking generation and the 500 MW/

fise miwst cost=effective choice for intermediate generation based upon-théir
yeat rates und installed costs per kilowatt of the MidAmerican build options

Piease continue your discussion of the analysis phase of the RFP process: -

Next the following positive aspects of each proposal were identified:
¢ CEC - delivery capability to MAPP or MAIN; available in 2001;.an
rale.
» RBidder F - available in 2000.
+ Bidder E ~ unit in MAIN; available in 2001; and fixed heat rate:
« Bidder G ~ design reduces unavailability.
s Bidder I - offered base load capacity and energy until CCCT project
During the process of analyzing the various proposals, telephone calls wei%é‘f-
during the period from June 7, 1999 to June 23, 1999 to each respondentio:cian
information and obtain additional information for modeling purposes. G’.raph'

dipicting the unalyses are included with this testimony as MidAmeﬁcan-ExB‘ibl



iy

Rank #2

Rawk #3

week, the buyer would have to purchase the energy at a-certairiz-p‘rice. :
Please continue by discussing the comparison of the CCCT proposals.
The CCCT proposals compared as follows: |
Ruank #1 Bidder F — available 2000; good hjc'atz;rate:,*;got{)jv
financially firm encrgy;;-mandatofy 5x 16
Rank #2 CEC - available 2001; best heat rate proposed;
location for MAPP/MAIN delivery; quantity-electio as
September of prior year. |
Rank #3 Bidder E — available 2001; located in MAIN.
Rank #4 Bidder G - unit 20 to 32 months in the future; propos
rate higher than most other CCCT proposals.

Rank #5 Bidder H — not available until 2002; 10-year contract:

Rank #1

Rank #4

afn the term “mandatory 5 x 16.”

% torm means that for each of the 16 on-peak hours forthe five we

Bidder A (25 MW) - available 2000;

5-lfréad,y exists; heat rate of 15,000 Btu/kWh,

Bidder B — low dc-mandaicharge; energ / at
mandatory 5 16 at $77/MWh.
Bidder C — very low demiand charge;energ

and MAPP accreditation questionable.



F

Rink #6 Bidder J ~ available- 20003 poorheatrate of
moderate demand charge.

Runk #7 Bidder I - available 2000; base load capacity and ¢n »
CCCT operational, but no real proposal-other:th:

any other offer,

- does “unit 20 to 32 months in the future” mean?

§t means that Bidder G would construct a unit at avMidAmenican—;spéciﬁi

and the construction would take 20 to 32 months before the unit would be o
produging energy.
Please discuss the next step in the analysis phase eﬁghe‘i‘RFP‘broces_s.
After the ranking was completed, telephone calls erre made durin g‘ftﬁev:
28, 1999 to the various entities Afor‘ further clarification of t:h_e_‘propé)js'aln ~Durin
culls, the following information was obtained that eliminated-various 'pfap,ds'alﬂs
further consideration and improved others: |
o Bidder D - Bidder D did not intend to supply MAPP-accredited capa
would supply only energy. |
» Bidder F - Even though the proposal was structured as a physical il
F anly intended to supply energy from the financial markets,-anid"};m“z_.t
build a physical unit. MAPP will not accredit financial energy optiénfs~ as
capacity. |
+ Bidder B - Bidder B did not intend to supply MAPP-accredited capa

would supply only energy.




Bi erJ-»deAmencanexplamcat‘nt

g pe.kag or CCCT categorv and

Ked to submit a e

’ Rzmk#l ’

cost per MWh is lower.
Bidder A (25 MW) - available 200g00 ela

sts; heat rate of 15; 000 Btu/kWh

Rank #2

exi

Rank #3 Bidder C — very low demand- charge, gnergy atma

MAPP accreditation qucstiénab’le.

The revised ranking of the CCCT proposals was as follows

Rank #1 Bidder J - available 2000; strategic delivery 1ocat1 n
heat rate is a guaranteed flat 7.200 Btu/kWh; and

costs.

CEC — available 2001; best heat rate: pmposed S

location for MAPP/MAIN delivery; quantity electi

September 1 of the prior year.

Bidder E - available 2001; located in MAIN.

Bidder G —unit 20 t0 39 months in the future; propos

rate higher than most other CCCT proposals.




rof these 1ankmgs, the following shbrt l~i.st.0f proposalswas
negotiations: L
s Bidder] - CCCT
+« CEC-CCCT

® Blddel’ E-CCCT

. Bidder A ‘CT

Please discuss MidAmerican’ S'-neg0fi,>ziti6ns w,ith'-=thé’§ecrit-i:t;iié begi
Bidder E, | i
Face-to-face meetings were vsch‘feduied ;and:heldzwift'ﬁ‘j?é,_ ich
phone conversations, faxes, -and eérhai'l,s.v' urm
19, 1999, Bidder‘fE indicated that iticdﬁl‘d make Mid, ;
based on cost if MidAmerican purchased the capamty of anentxre un .,
responded that 200 MW would be consistent w\i_th:itjs néedsi,. Ash
E provided a new: proposal in which the costvh'_a"c:ji:ii,ncré,andlefaf '
indicated during the face-to-face meét-ing.- Whé\na,asked:
representatives replied they had surveyed’ithe';m:arketz?'aﬁdj;
be one of only a few to actually come on—,lin‘e‘,‘f‘i,ﬁ'-rtﬁﬁ'esn‘ea"rgif‘; "
market value of their project. The basic points of MidAmerican’,
Bidder E’s new proposal were:
e Start date of May 1, 2001, guaranteed by capacity from a CTto
CCCT when on-line.
e Contract term of three years to ten years.

» Strategic delivery location to MAIN.

¢ Heat rate is a guaranteed 7,400 Btu/kWh,



. MidAn

& Need provision for altered demand charge if CCCT is:0

¢ Transmission will be required for MAPP accreditation:

Please discuss MidAmerican’s initial negotiations with its afﬁhate, CEC
A face-to-face meeting was held on July 16, 1999, at which CEC increase

demand charge by $0.50/kW-month because CEC W-asifthuixéd?itQ‘;pgy th

under a buy-back provision in its contraet with-ariother wholesale custor

hasic points of MidAmerican’s evaluation of the CEC?[J";T'S.O’st@‘ﬂ*rWe‘.i"éfl

e Start date of June 1, 2001 not guaranteed, but will acce_p"’é late ¢hi
9 future demand charges.
« Strategic delivery location to MAPP or MAIN.

« Contract term of five years.

e Heat rate is estimated to be 6,800 ISO' Btu/kWh or 7,045 Btu/kWh:at

13 degrees Fahrenheit, but actual will be used.
14 e Startup and heat rate are split between CEC wholesale customers.

» Startup, operation and maintenance costs to be priced at CEC cost..

Q. Please discuss MidAmerican’s negotiations with Bidder A.-
17 A Bidder A accepted the terms that MidAmerican propased after the facesto-fic

18 meeting on July 28, 1999 and MidAmerican began to draft a contract. The:

19 of the terms proposed by MidAmerican were as follows:

20 e Start date of June 2000 guaranteed by the fact it should be accredited. ‘
21 during Fall 1999. |
2 s Heat rate is 15,500 Btu/kWh.

23 s Demand charge is seasonally based.

! International Standards Organization.



MldAmerx ‘

s Located within MidAmerican’s control area.

s Flat demand charge of $36/kW MAPP Summer Season,

. Contract term is six years with a three-year termination clause.

o Energy available whenever called upon.
H‘OW did MidAmerican’s negotiations with Bidder A conclude?
MidAmerican sent Bidder A a draft contract, and Bidder A and MidAmeri
exchanged minor editorial comments. The contract is currently awaiting:
Bidder A.
s it MidAmerican's intention to enter into a contract with Bidder AdS\ 1
PPA with CEC?
Yes. Due to the small quantity and limited economic energy capability, t
proposal is insufficient to fulfill the objectives of the REP. Huwever,t
and location of the Bidder A proposal warranted the.pirchase reg;x‘tdl’ess}
with CEC, or for that matter, any of the other RFP proposals received. Sir
1999, MidAmerican has been pursuing a dual path with Bidder A and wi ‘
CCCT proposals.
Please continue your discussion of MidAmerican’s initial negotiations.
Since Bidder J’s proposal was very new there were no revisions to it durm
to-face meeting held on July 26, 1999. The basic terms of the Biddéfl*ﬁr;) !
CT product or CCCT product were:

e Start Date of June 1, 2000, guaranteed by a capacity comtract-with-a

s Strategic delivery location to MAIN.

s Heat Rate is a guaranteed flat 11,000 Btu/kWh for the CT or 7,200

for the CCCT.



MidAmeri

s Bidder J would build the unit to supply cap

e 100% availability, financially firm :,én‘ergyv with llqmdateddama

e Available year around.

s Off-peak or emergency energy at market.
Was a comparison of the revised CCCT proposals performed by MidAmer
Yes, A comparison of the revised proposals was performed with Bldder «
ranked first. On July 28, 1=999,-MidAmerjleanfinfqrmed:Bidder-'I that W > v
enter into contract negotiations with them and informed Bidder E and CE
were entering into contract negotiations with another party. We also-advis
and CEC that we would keep them in‘mind if contract-te'mé: caal’ﬂ}nﬁt;_f )
additional capacity was needed. |
Please discuss MidAmerican’s negotfiat?i‘ons’-iwi’fth BidderJ at thlSpomt
Bidder J began by sending a draft agreement and other draft documents. ‘Af
phone calls and e-mails, with Bidder J, on MAPP accfedita;fon»-andathﬁ;.m
capacity they could provide, Bidder J sent MidAmerican a: newtermsheet
18, 1999 for the CCCT product. This term sheet indicat’ed&»’az.mijmhiﬁi'_’ghe le
charge than Bidder J’s prior offer. A face-to-face meeting was bched
through the issues and to get back to the original price which Bidder J assure
would be possible. During the meeting, we discussed the issues .mdthe:rtm
price increase. Bidder J explained that there had been a dramatic inc're:i’sé; '
energy and capacity markets since making its proposal, but it was werking t
returning to the original price. During our negotiations, we discussed other is
MidAmerican agreed to acquire the transmission necessary for the contract sm :

compromised on a few other small provisions. Bidder J said it would provide
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MidAmerican with a new, lower-priced proposal. However, when-the:n
arrived on September 1, 1999, it was even higher than the prevxousone
Why wasn’t Bidder J bound by its prior offer?
MidAﬁmrican’s RFP letter requested that proposals remain valid throug
1999, and Bidder J's new proposal arrived on September 1, 1999 — beyori
16 deadline. MidAmerican believed that since it had accepted the prrorprop
was involved in contract negotiations that Bidder J would.:cxsntinuea‘t()%éhf(iﬁ
proposal. Bidder J, however, asserted that its prior proposal-was clearly-mark
it was a non-binding proposal for discussion purposes only. Several of th
| proposals were similarly marked.
What was MidAmerican’s next negotiation step?
As a result of the new Bidder J proposal, MidAmerican contacted Bidder E an
on September 3, 1999 to determine the availability and prices of their origin
proposals, Bidder E indicated that it had energy and capacity from its project
could do better than its last bid. CEC responded that it still had éner.g:y and-caps
the terms of its last proposal. o
At this peint, MidAmerican notified Bidder J that both of the thi_eﬁffﬁﬁd’
proposals were better than Bidder J's current proposal and MidAmerican inte
work with the other parties. MidAmerican sent a fill-in-the-blank term sheet to
Bidder E and CEC on September 16, 1999 requesting responses by October 4,
Bidder E replied in a short time frame with a price that was even higher than tt& ,
previous proposal. Once again, MidAmerican discussed this price increase wit

Bidder E and the reason was again the market value of a resource in short&upp ¥

Bidder E now believed that only their project and the CEC project would be



‘completed. Bidder E also indicated that this pr,ogos;{i-;swasavény conserv
‘-divd not know if MidAmerican would just accept the proposal thereby criéa,tsx
mutually binding obligation. |
On October 4, 1999, CEC responded with a préposal-that wasess
same as before with a change to the demand;gsc_a_latigg., CEC’s demand } ;
now a flat rate for five years. |

Once again the proposals were compared-and ranked. The CEC

informed Bidder E that they needed to provide a better price if MldAmcnc
consider its proposal. MidAmerican stated that it was working on anothersh :
offer, the CEC offer. However, Bidder E was never told the names-of the otk ‘

being considered by MidAmerican. In the meantime, Bidder E called a.couple

times and sent an e-mail asking for MidAmerican to subrit a “take-it-or-leave
offer, |
After the decision was made to negotiate with CEC, MidAmericarn calle
Bidder E to advise that MidAmerican would not send Bidder E a “take-it-or:

offer, but would allow Bidder E to submit a revised proposal. Bidder E indicat

anew bid would be submitted. On Tuesday, November 2, 1999, MrdAmcncm
Bidder E to determine the status of the revised proposal since it was due on thie prig
20 day. Bidder E apologized for not calling to advise that it had decided not to- subinit

2] ' new bid.

1.5

Q. Did MidAmerican ever make Bidder E a “take-it-or-leave-it offer”?

e
T

A, Yes, MidAmerican determined it would make one last effort to huve Bidder E subny

4 winning bid. MidAmerican prepared and sent to Bidder E on November 24, [9¢



posal, - Bidder E was asked-fo respond if i

ontinued discussions by the end-of-business on Tues:

could not accept the draft term sheet and that the gap between:
warrant continued discussions.
Q. Did you or someone under your direction complete an-economic analysis of

E and CEC proposals?

A Yes. Bconomic analyses of both the Bidder E and CEC proposals were wm )
the time.
Have you provided a copy of the analyses with your testimony?

Yes. A copy of the analyses is provided as MidAmerican Exhibit 2.5.

o » O

Please explain the analyses.

>

The analyses consisted of three components ~ Energy Revenue, Capacity Reve
and System Contribution. The Energy Revenue section is the net revenue: gt’:
by selling the energy at market price less the cost of generation. The forward
prices for energy consisted of a mix of Cinergy hub forward prices and Putua
and Bartlett (PHB) spot market estimates. In the early years (2001 throtgh 20¢
MidAmerican’s projections of Cinergy hub based numbers were used while the |
numbers were used in the later years (2004 through 2006). This mix tif'mitt“?kﬂ{;?

A

projections was believed to be the best representation of future market prices. Fhi



MidAmeri

“Cinergy hub market is.a more accurate projcctfi.on"vqgffi_iéar&t‘cﬁéjz
bemg traded for the next month tc; the next 18 months in this ma ,
futme, PHB prices were believed to better depict a deregu’l‘atedeﬁergyiﬁ;
umt additions and the marginal cost of production from those add’it’ianalé y
units. Sensitivities were run for PHB prices b_eginniﬁg in the year 200
through 2006. Additionally, sensitivities-have »beer;l completed .fﬁr‘.is:éf\f{é'r,a}i._e
market projections. Each time the -senéitiv-‘ity analysis resulted in a: hlgh
value for CEC than for Bidder E.
The Capacity Re‘venue: section calculates the net expenise for capi
expense was calculated by subtracting the market value of capacity from:thi
demand charge for the unit. The market value of capacity was coordinated
energy market. Thus the value of capacity in MAPP was used for the year& 2
through 2003, and the PHB capacity value was used for thé yeurs 2
The last section, System Contribution, is an estimate: (‘)‘f‘th-ct::vt‘f[tléﬁ ;
enhancement of MidAmerican’s current generation by addmgmc)wmtcrm
capacity in the form of a CCCT unit to the MidAmerican portfolic, whi
substantial base-load coal units. This value is derived t’jhmughfﬂtbﬂiﬂmﬂi
the generation portfolio with the daily and monthly customer anzirsyszléxix:
A better match of the MidAmerican portfolio and the seasonal, weatheps
permits more efficient operation of the assets. In summary, the bn‘se:-véase:ﬁ
value (NPV) of the CEC five-year proposal was $15.9 million compured to'B
three-year proposal of $2.3 million. The sensitivities run for the tumrecne
being 90% of the base case resulted in an NPV of $3.9 million for CEC and & ne

NPV of $3.3 million for Bidder E. The sensitivities run for the future eﬂfe‘i’:’gﬁt



© Bling 110% of the base case resulted in an NPV of $30:4-milli

of $7.9 million for
Bidder E,

In your preceding answer and earlier in your testimony, you referred to “Cinerg
Please explain what you mean by that term,

Cinergy hub is a market hub in which marketers, brokers and utilities tride of

energy for the next year to eighteen monthsin monthly or yearly mcrem
at this hub occurs both-on a NYMEX futures market-and an o'vcréthgsc u
using brokers. MidAmeri,can"§'El.¢ctrie*'Tradi-ng »goup=deVel'0[)é&%éﬁ
Cinergy prices beyond the next year to year and a half through 2003...-
Is the Cinergy hub considered “liquid” by traders? |

Yes, The Cinergy hub is considered to be a liquid market for transactions
12 months. However transactions more than 12 months inthe future-are les

¥,

iner

traded than those under 12 months and therefore have less Ilqurdny €
the largest, most heavily traded, electric trading hub-in the E&stém mercom.
Please explain the PHB spot market estimates.

PHB, under contract with MidAmerican, developed regiﬂonalﬂ'sipot:m:iri‘l{g:’:t}“"!
prices on an hourly basis using a computer model of generation in the regio
transmission limitations, and various future generation expansion: plans tak
account.

In regard to the economic analyses, please explain the significance of usingma
prices or market values in the Energy Revenue and Capacity Revente sections
Use of the future market prices in the economic analysis altowed MidAnigtica

compare all the proposals with one another on a level playing ficld even thoug
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terms of individual proposals may have been slightly different: Additl
allowed deAmerican to assess whether it should pursue any of the proj
simply wait and make purchases from the market when required. Tﬁii's
resulted in MidAmerican being able to select the least-cost option fﬁr,om_‘-po
individual proposals but also compared to the future market.

After completing the economic analyses of the Bidder E and CEC proposa

other bidders, specifically Bidder J and Bidder E?
No information was provided to CEC in regard to MidAmerican’s negot
any other bidder. As I stated earlier, CEC was never advised'of the ident
other bidders.

Prior to commencing negotiations with CEC, did you or someone workirig ung
supervision identify the risks associated with a mediuni-term pﬁrt—iéipati'm;gi&
agreement with CEC?
Yes, Prior to commencing negotiations with CEC, these risks were identified
assessed. The risks as identified and our assessment follows:

1. During the period of the agreement, capacity and energy price
wholesale market may prove to be less than forecasted, makin
purchase from CEC uneconomical. Sensitivity analysis arotn
market price forecasts indicate that if prices are 10% fess thai .
projected, the CEC purchase remains economical. However,

much greater if MidAmerican does not purchase capacity and &
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this time and the capgdifpy and.energy prices:in
of the agreement.
2, Poor performance of CEC during critical time periods:(uni

or derated during high energy price periods). MidAmeri

negotiate performance guarantees: to-hel

3. Load growth proves minimva»]" andopen dceess reduy
current load. Because this purchase:agreement leOI’ afive:
{subsequently changed tor 3 years), this risk-is relatively st

4, Changes in regional rules and requircmentsrregatdiﬁgrc;apa‘_c
Although it is unclear if MAPP’s 15% capacity requitemen
Schedule B charge will continue in-the future, we believe the:
will maintain some form of capacity reserve standards.

5. Obtaining approval of the contract with CEC from 'régul,atéfs

applicable PUHCA and state affiliate traﬂsﬂdti‘mrre"gu};iii’iéﬂ
process will show that this transaction is in the best interests of
MidAmerican’s customers.
Please summarize MidAmerican’s negotiations with CEC leading up-to finali
PPA which MidAmerican and CEC now propose to execute.

MidAmerican and CEC began contract negotiations with a face-to-face meeting

November 24, 1999. In the weeks following this meeting, discussions eoﬁﬁﬁ&ﬁ

21 order to expand the two-page CEC proposal into a complete contract, with-exhib
22 During the negotiations, MidAmerican focused primarily on the following issues
23 ¢ Terms and conditions of the contract so that MidAmerican would be able

24 MAPP accreditation of the purchase.
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& Gas supply terms and conditions since M]dAmeﬂcanwoul
natural gas to support the MidAmerican’s share of vge:’riﬁﬁét’io’n?ftém
plant.

s Reduced paymen,ts if the commercial operation date of CEC's plan
than June 1, 2001 along with a contract termination clause effective'Ma
2002, if the commercial operation date is Jater:than October 31, 200
# Terms of a bonus or reduced capacity payments-based upon:the av i
the CEC plant.
e A three-year term instead of the original ﬁﬁe—ye:ar: term
» The basis for the capacity amount that menthly demand chargeww
applied to.
The resulting net present value of the three-year CEC contract was-calculat
%117 million compared to the Bidder E proposal at $2.3 million.

Prices, terms and conditions

Pleésc: discuss the pricing under the PPA.
The demand charge or charge associated with the capacity of the project:
kilowatt month ($90 per kilowatt year), non-escalated, and MidAmerican:w
purchase 50% of the monthly capacity of CEC's plant, except dﬁ,ﬁ.‘ngrithéiﬁrsz_‘;'yy:%‘
the contract (June 1, 2001 through May 14, 2002), the annual demand c!hargef&]
unevenly distributed across the months. A heavier weighting was appliedtothe
summer months compared to the other months of the first year so as to impose fx |
charge more commensurate with the market value of energy and capacity if the '

commercial operation date of the CEC plant was later than June 1, 2001.



The cost of energy will be based upon a set cost per start-up and-¢
hour-of operation. Since MidAmerican will supply the natural gas-to.sup
seheduled generation, the power purchase agreement does not include:
Are thiese prices e¢qual to, or less than, the prevailing market price for capa
energy?

Based upon the proposals received in response to the RFP; CEC was th
option compired to the other proposals and MidAmerican’s projection: off
market prices.

Why was the length of the PPA term altered from CEC’s original propos:
year term?

The term of the contract was reduced through negotiations from five-ye: :
as June 1, 2001 through May 31, 2006) to approximately three years (fun
i,;h‘l_:tmgh May 14, 2004), This was done for two reasons: (1) =t‘o-'rcdugﬁ~i
ussocinted with the loss of, or reduction, in MAPP capacity value, and- (2
is adequate time for MidAmerican to build its own unit if it does not ¢lec
for additional capacity and energy rather than construct new-generation.
commencement of the term may be moved to an earlier date at the option:of:
however, MidAmerican is not required to pay a demand charge or any otlie; s
related to capacity until June 1, 2001 or the date of commercial operation; if
commercial operation occurs later than June 1, 2001.

Wus MAPP accreditation of the purchased CEC capacity an issue during the '
negotigtions?

¥es, CEC placed the responsibility for obtaining MAPP accreditation of the :

purchased capacity on MidAmerican during the negotiations since CEC is not 4.~



MAPP member. Additionally, the draft contract lahguage initially propose
wais ﬁot adequate in MidAmerican’s opinion to allow for MAPP accreditatio
MidAmerican negotiated modifications to this language that are believed to be-
sufficient to permit MAPP accreditation. MidAmerican also negotiated acontr
pravision that would allow for contract cancellation as late as July 20, 2000:f th
MAPP accreditation subcommittee identifies a contract term or condition, durin
review of the PPA, that would prohibit accreditation of the PPA capacity.

Q. Did MidAmerican negotiate any performance guarantees to help reduce the ris
poor performance of the CEC plant during critical time perieds?

A, Yes. During the course of negotiations contract language was developed whic
requires a payment by CEC to MidAmerican if plant availability is belew%ﬁ%
during the summer months when the energy is most valuable. Likewise, dsimila
payment is required for the other months of the year if the plant’s availability dioj
below 95.5%. In the case of extremely poor performance, such as an availabilit
factor less than 80%, an additional payment to MidAmerican must be paid'b v
addivon, CEC indicated that there was a margin-sharing mechanism with.ano
wholesale customer that would also provide an incentive for CEC to Gpﬁtﬂl‘éﬁﬁﬂi i
maintain the unit in a prudent manner.

(3. Did any other significant issues arise during MidAmerican’s negotiations with: CEC

;;}

Yes. Early in the negotiations CEC indicated that MidAmerican could only purchase

4 percentage of the plant’s capacity rather than a fixed amount of capacity.

MidAmerican originally desired to purchase a fixed amount of capacity based upon -

the summer rating of the plant. MidAmerican discussed this with CEC on more thin

-4 one occasion. CEC finally indicated that its contract provision with another wholegal



Rl

A,

e

MidAmerican Exhi
 Page

mer was for CEC to buy back a percentage of the plant’s capacity, and

sceommodate selling a fixed amount of capacity based upon the summer raing

plant would require CEC to increase the monthly demand charge by 30%.
Ate the prices, terms and conditions of the PPA comparable to those that

Americun would have negotiated and agreed to enter into with a non-affi

seller?
Yes. When taken as a whole, the PPA is comparable to a contract that Mi dA
would have negotiated and agreed to enter into with 2 non—afﬁzl}iated.;sc‘l;lgr..»:df'_
and energy.

Tioes this conelude your direct testimony at this time?



 MidAmerican

¢an Energy Company's (“MEC”).affiliate, Cordova Energy Company
cvalﬁpment cofistruction; operation and ownership of anew:500° .
eat the Quad Cities, The Cordova Energy Company-solicited bids: -
nit. Because of the:many interested; partles -and success-of this-:
is been sold under IQng term agreements MIdAmencan '

s, MidAmerican Energy Company is seeking proposals for;power resources ,
th zmnmr Of *7000 for a five or sxx yenr term. deA nerican’s potenual -

100 - 150 MW MW
150 - 300 MW 300 600 MW

150 - 300 MW 300 ~ 600 MW
200~ 400 MW 400 ~ 700 MW
_200-400MW 400 ~ T00 MW

- Combined cycle units
~ Call options

- Alternate energy

= FkIS I_‘ , - New resource sales

= Byitem p;;mmgauen - Unit participation
Plaar ownership - Joint ownership




ng July and August. Each proposal must clearly. identify th

son; in your organization responsible for answe

: : ac;tyb pnces:
tl:mpcmmm of 95 degrees F.

n r:uéti pk'ase spec:zfyp e sch
:mdahc xn»scmce dau:, Ifthe ) p

i:;mmi w;ms

&, ﬁgm‘%l nformation about your organization, including annual reports or audited:.
finsncial statements and balance sheets for the last two years; current credit mtmo ’
information: a list of all corporate and ownership relationships associated with the
proposal; and the capital structure of owner(s) stated both in terms of dollars and in
1erms of embedded cost raie for debt and preferred before and after any proposed pi
15 constracted.




 Shipping.-Address:
3500 104th Street

Urbandale, 1A 50322

Fax: (515) 252-6410

he: ;other Pﬂm’, be dlsclosed in any manner, unless when advxsed by legél counsel:
diselosure is required by law. |

1 you have any questions, please contact me at (515) 281-2766 or by e-mail at
seryan @ midamerican.com.




. EXHIBITI

Notice of Receipt of RFP & Intent to Bid -for Power Supply

n tiiihteijdéfoi:proviaé abid:

Lagal name of actual party that will be bound by any resulting contract with:
MidAmerican, if different from above: :

‘by: o Phone:

Faxto:Steven C. Ryan MidAmerican Energy Co.  (515) 252-6410 (fax)










. This exhibit is subject to a request for desxgnation
é‘iitial under Rule 20:10:01:39-42.




maﬁaﬂnn lunder Rule 20: 10:01:39-42.




STATE OF SOUTH DAKGTA

BEFORE THE PUBLIC UTILITIES COMMISSION

MidAmerican Energy Company
DOCKET NO.

Application for Determinations Pursuant
to Section 32(K)(2)(A) of the Public Utility : APPLICATION FOR
Holding Company Act : DETERMIN/ VS

AFFIDAVIT OF
ALAN S. TAYLOR

© §TATE OF COLORADO )
) sS.
)

1, Alan S. Taylor, being first duly sworn on oath, depose and state thm :
- S, Taylor identified in the following Direct Testimony; that I have caused the
 Testimony, including any Exhibits, to be prepared and am familiar with the:con
o that the following Direct Testimony, including any Exhibits, are true and correct'to-

knowledge and belief as of the date of this Affidavit.

Subseribed and sworn to before me,

2 Notary Public in and for said County

and State, this 25" day of February, 2000.
e

Notary Public . ()

*Ay Commission Expires
June 10,2003




STATE OF SOUTH DAK

BEFORE THE PUBLIC UTILITIES

jciin Energy Company

Determinations Pursuant
(Z)(A) of the Public Utility

{ . Please state your name and business address,

My name is Alan S, Taylor. My business address is PHB Hagler Bail

i

x {Hagtler Bailly), 1881 Ninth Street, Suite 302, Boulder, Colorado 8030 o

& Q. ‘Who is your employer and what position do you held?

5 A 1 am employed by Hagler Bailly as a-vice president in our Economics:and
t practice.

%7 G Please summarize your background:and experience.

& A 1 received a Bachelor of Science Degree in En’ergy:Eng@ineeﬁng;—;frcm;f '
B Massachusetts Institute of Technology. I received a Masters in‘Business

i  Administration from the Haas School of Business at the University of Califo

i Berkeley, where 1 specialized in Finance and graduated Valedictorian.:

12 I began my career at Baltimore Gas & Electric Company, where

i3 efficiency and environmental compliance testing on the utility systen’s

4 I subsequently worked for five years as a senior consultant at Energy

15 Associates (EMA, now New Energy Associates), training and assisting ov



regulators and bidders that a fair process was followed. I have performed

MidAmeri

dozen utilities in their use of EMA’s operational and strategic plﬂnniﬂgf
PROMOD HI and PROSCREEN II. After that, I worked at Pacific Gas. v
Company, where I analyzed the utility’s proposed demand-side manageme
incentive ratemaking mechanism.

Since joining Hagler Bailly, I have spent the last eight years specia
integrated resource planning, competitive bidding analysis, utility industry
resiructuring, market price forecasting, and asset valuation. I have testified
state commissions in proceedings involving resource solicitations, enviro
surcharges, and fuel adjustment clauses.

My detailed resume is included as Attachment A.

Please discuss your prior experiences in regard to competitive bidding solicita
I have managed or assisted in numereus competitive bidding solicitations
supplies in California, Florida, Texas, Colorado, Minnesota, and Missout
instances, affiliate transactions were contemplated or consummated. Inthiel

circumstances, my participation as an independent third-party evaluator hélpe

evaluations of dozens of power proposals, reviewed numerous PPAs, arid
in several PPA negotiations.

Purpose and overview of direct testimony

What is the purpose of your direct testimony in this proceeding?
MidAmerican Energy Company (MidAmerican) proposes to enter into & Power
Purchase Agreement (PPA) with an affiliate, Cordova Energy Company LLC (

Hagler Bailly was retained by MidAmerican to review the proposat solicitation r



selection process for purposes of providing an independent opin

and openness of the process and addressing issues'zr‘clating-"to-;t'hq

1 will discuss why the PPA (i) will be beneficial to consumers,. i

CEC with an unfair competitive advantage by virtue-of its af '
MidAmerican, and (iii) is in the public interest, The PPA-is in¢

E'ihxhrt 1.1 to the direct testimony of Mark W. Roberts.

Are you familiar with the prices, terms, and conditions of the PPA? .
Yes. I have reviewed the PPA for its general terms and conditions and l¢
pricing and capacity terms in comparison to the values that were part df
proposal,

Is the PPA consistent with CEC’s proposal?

Yes. The PPA is consistent with the proposal made by CEC. The specit

alternative, along with a small 25-MW peaking proposal from BtdderA :
What was your specific role in MidAmerican’s solicitation?
As noted above, Hagler Bailly was retained by MidAmerican to review tt :
process and the proposals received in the solicitation, render an indepen
on the fairness of the solicitation process, and determine whether the o
fair. We were not involved in the preparation of the request for p
evaluations of the bids, the selection of the winning bid, or the negat

PPA.

See MidAmerican Exhibit 2.2 for bidder designations.
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A,

MidAmerican E .

What was the scope of your effort?
As part of the review process, the following activities were performed:
. interviewed MidAmerican personnel to understand the sequerice o}
events;
. reviewed the proposals that MidAmerican received;
. reviewed internal documents that described the evaluation,
the analyses, and described the negotiation process and progress:
. reviewed the written communication between MidAmerican an
bidders;
¢ reviewed MidAmerican’s selection criteria;
¢ assessed the fairness of MidAmerican's solicitation and the-
appropriateness of its actions.
What specific issues need to be considered when considering proposals fmman '
affiliae?
There are several issues that are addressed in the Public Utility Holding
{PUHCA). This Act was amended in 1992 to, among other things, Sﬁ’mujlﬁ' '
development of independent power production through exempt wholes
(EWGs). Congress gave (o the states the task of making certain findings
proposed power purchase agreements by electric utilities from affiliated
electric utility may enter into an agreement to purchase electric energy from ar |
affiliated EWG if each state regulatory authority with jurisdiction over the ral

utility can make the following determinations:



the transaction will benefit consumers,

* the transaction does not violate any State law (including .
applicable, least-cost planﬁing),

* the transaction would not provide the exempt whole'sa;letic_,,_ i

unfair competitive advantage by virtue of its affi .

with the electric utility company, and

*

the transaction is in the public interest.

Please summarize your review of MidAmerican’s solicitation-process.

£ {1 order to confirm that MidAmerican’s selection of the CEC and Bidder
8 were the least-cost decisions, Hagler Bailly reviewed the various aspects:of th
i3 solivitation process. This included the solicitation letter, the various analy
12 were undertaken, the notes and correspondence with the bidders, andth’e::r’é il
i draft contracts that were associated with the solicitation.

4 ©  Did MidAmerican impose any restrictions on your access to materials rel

i35 bid process?
6 A, No. MidAmerican made available all of the information we required to:pe

17 evaluation.
im Q. Why was the review of the solicitation process necessary?

WA This effort was intended to identify whether any viable proposals had been r
1 without valid justification and whether the solicitation/evaluation process was -

2 improperly biased towards any proposal.




> your findings?

responding, After the initial evaluation of the-responses,

short list one combustion turbine proposal from Bidder A dnd three ¢

{from Bidder I) on July 28, 1999. After Bidder J increased its p
the negotiations and refused to hold to the prices contained in i

MidAmerican terminated negotiations on September 3, 199

other short-listed bidders to submit updated offers by Octover 4
selected as the successful bidder in November 1999 and- contract neg
begun late in that month.
Please describe the Bidder A combustion turbine proposal.

The proposal from Bidder A was considered and accepted. Its prop:

23 MW of peaking capacity from combustion turbines; negotiations comme



MidAmeric

Tuly 1999, Since the 25 MW from this project would-only pmvide":;{zigsm
WidAmerican's projected requirements, other resources needed to be ac
prices and terms offered by Bidder A were sufficiently attractive to wérr:arij
proceeding with negotiations regardless of which one of the combined eycle
- proposals was pursued or selected. Thus, MidAmerican’s solicitation n

essentially moved ahead on two fronts. The Bidder A peaking capacity

resource that was desirable regardless of the other-options being con’ﬁ‘@i
negotiations for the combined cycle resource were expected to yxcldthe
resource that would meet MidAmerican’s needs.
Looking at each stage of the process in more detail, let's focus first onthe R
Please describe the RFP.

The letter RFP issued by MidAmerican initiated an all-source solicitation:t
among other options, demand-si de proposals, alternative energy resanmesﬁ
participation sales, and system sales. The letter indicated that MidAmerican
not be purchasing output directly from the CEC unit. This statement, ccm I
short time until the capacity was needed, should have reassured potentigh
the solicitation reflected a sincere interest to acquire the requested capacity "
the solicitation process. The letter requested specific information concerni
price, transmission service, and terms and conditions for delivery. It did-n
too much detail in bidders’ proposals, thereby encouraging broad participatiol
providing bidders with sufficient flexibility in their responses to the RFP.
Please briefly describe the evaluation criteria used by MidAmerican and giv

opinion as to whether they indicate any bias in favor of CEC.



o
>

requirements were disqualified. The remaining qualified proposals were
the basis of total cost to MidAmerican, delivered to MidAmerican’s transmiis
system. I believe that the criteria that were used for screening and analysis wi
reasonable and did not reflect any bias toward CEC. Thie objective to minit
to MidAmerican, the regulated utility, resulted in a selection process th'a‘t’-.‘
dependent upon each proposal’s charges, terms, and conditions.

Given your review of the solicitation process, please describe the analyses pe
by MidAmerican in its evaluation of proposals. |
The economic and financial analyses that were undertaken in June 1999 used
details of each proposal and allowed a comparison of those proposals. The
utilized the capacity cost, operating costs (including the cost of fuel}, t‘»mtié;
expenses, and escalation parameters from each proposal. A dispatch :maly
performed to evaluate how each of the resource options would-operated ‘

MidAmerican’s economically-dispatched system. The costs associated wi

proposal were compared to the projected market clearing prices, to thez»ﬁthef" :
alternative proposals, and to theoretical self-build options.

If MidAmerican was not planning to build significant new generation to wget
capacity requirements, why was it reasonable for MidAmerican to mdudesclﬂbu

options in the analyses?
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The inclusion of the self-build options in the analyses was to ensure that the bidsl
were received did not result in unreasonably high costs of power from the new
resources, The self-build options represented the costs that MidAmerican woul
inicurred were it able to build a combined cycle or combustion turbine facility for
operation in the required time frame. These calculations represented benchmarks'to
establish the reasonableness of the proposals and were also used to assist
MidAmerican in deciding whether to lengthen or shorten the period of delivery.
Please describe the accreditation issue and its relevance to this solicitation.
One of the factors that led to the issuance of the RFP was the need for capaci
MidAmerican to meet the MAPP reserve requirements. Thus, MidAmi
to be assured that the supply-side resources would be recognized by 1
available to meet its reserve requirements.

Accreditable resources are resources that are recoguized by
the ability to provide a utility with dependable capacity to meet load.
resources include both generating resources owned by a-utility, purct
MAPP pool participants, and purchases from other sources including
independent power producers, and other electric suppliers. There are
accreditation conditions that must be satisfied for unit participdtion purcha
firm purchases from non-MAPP pool participants. These include ides
specific units for participation purchases, indication of surplus cap:
and reserve obligations for firm system sales, and transmission fa

deliver the purchased capacity. Firm transmission service is necessary fo
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deeredited purchases and is required to cover the entire path fromithe sour
purchasing utility.

None of the bids were from MAPP pool participants for firm sys
Thﬁféfere, for MidAmerican to have any proposed purchase accredited'|
was necessary for the bidder to identify the resource(s) that would be prov
capacity. In addition, firm transmission capacity had to be provided to-del
capacity if the resource(s) was not connected to MidAmerican’s transmiss
In your opinion, was it appro.privatc for MidAmerican to réject Pf@éﬁsﬁ
provide MidAmerican with accreditable capacity? |
Yes. It was appropriate for MidAmerican to reject those proposals thatdt
any resources that could be identified as providing the required capacity
there was no capacity being proposed by the bidder. These bids did notpro
MidAmerican’s capacity requirements shown in the solicitation }ettg:n l
MidAmerican could have engaged in a second contract m provide-accre
capacity to couple with the energy-only proposals. However, the-costs v '
been competitive with the other proposals. Therefore, I believe thit the:
bids that did not offer accreditable capacity was reasonable based *uptmafﬁgjft“;
MidAmerican’s requirements and the additional likely costs that \';VQU'l‘dl"'
borne by MidAmerican for the required accreditable capacity.

Did Hagler Bailly perform an independent review to validate deAmenesms |

conclusion regarding a second contract to provide accreditable capacity?



MidAmeri

Yes. We performed an analysis that showed that adding a second caps
gontract to each of the disqualified proposals would increase their ov,ér_; |
$ubstantiafly above those of competing proposals.

What else did MidAmerican do prior to the development of a short list?
MidAmerican phoned all bidders in June, 1999 to give them each an opp
¢larify their bids and ask whether there was any potential to improve th
Bidder ] had initially submitted a single resource that was priced as aq)
peaking/baseload hybrid resource. During this process, MidAmerican ind
Bidder J that its hybrid resource did not appear to be cost-effective in'éi
or baseload categories, Bidder J asked if it could submiit revised bids that
apart the peaking and baseload qualities of its initially-proposed resource.
MidAmerican indicated that it would entertain such a modification. Biddes
submitted revised bids in the middle of July.

What was the next step in the RFP process?

Individual meetings were held with the three bidders with combined cyel
to refine the proposals and to obtain the best possible terms to select a
What did MidAmerican then do to select the winner from the remai‘ni’nj’gagsh
bidders?
MidAmerican updated the analytical proécss using the costs includedinﬂ; ;
proposals from Bidder J, CEC, and Bidder E. This procedure included the

analysis followed by the economic and financial evaluations.



MidAmerican-Exh
Pa

After evaluating the revised proposals, MidAmerican determined- '"
offercd the least-cost resource and notified Bidder J that it had been selecte

finalist on July 28, 1999.

i What economic parameters were considered in the evaluation process?
A The evaluation process considered how the various proposed resources might ¢

based on economic dispatch. The economic and financial analyses evaluated th
various costs associated with each proposal. These costs included the capacity |
charges, fuel and other operating costs as provided in the proposals, and any .
transmission costs that would be incurred in receiving the energy onto
MidAmerican’s system. In addition, the financial evaluation confsidere&.anz;éci_
tharge for all purchased power options, including CEC.

This equity charge accounted for the financial community’s policy of

considering a portion of a PPA’s annual fixed (demand) costs as debt. Proposa

have a higher portion of costs in the demand compenent were penalized:mi rel
than those with lower fixed costs because of the greater risk associated with I
non-varying committed expenditures. The equity charge was calculated’by

the amount of equity that would be needed to return the implied capitalst
the utility back to 50% debt/50% equity coupled with the incremental cost

compared to long-term debt. This process was applied consistently to all propo

this solicitation, including CEC’s.
HQ Did you perform an independent analysis of MidAmerican’s economic and finar

a2 anulyses of the short list?




MidAmerican

Yes. The base financial and economic analyses of the Bidder J;

proposals performed by MidAmerican were reviewed for consistency:c
and numerical inputs, Hagler Bailly performed a simplified independent’
the shortlisted proposals and confirmed the ranking that Mi‘dA;megﬁiean; i
Algo, the sensitivity analyses that were part-of the-analytical cﬁfoﬁ;ﬁf"
were included in Hagler Bailly’s review. 1 believe that the analysis-und
MidAmerican was a fair and reasonable evaluation of the prgpo§iils- froin
short-listed bidders. I believe that MidAmerican ~Selectedvffth'e:~5est rema
resource that was available to it during each phase of the ne_goti:aﬁ.ompfo
At the time of the determination of the finalist bidder (i.e., J?ul.y'.2~8‘_, 1999);
CEC rank?
CEC was the second most-favorable proposal; Bidder E was third.
What is your understanding of the negotiation efforts between MtdAmen
Bidder J that occurred based on your review of the various dncumen;gssaﬁ;;?i :
correspondence?
On August 2, 1999, Bidder J sent a draft agreement that would be thetm
under which Bidder J would sell power to MidAmerican. In addition to-the
agreement, Bidder J indicated it would provide a confirmation sheet whic
include the agreed-upon terms for the dispatch of the resource, including cap
scheduling, and cost parameters. On August 4, 1999, Bidder J sent the initi;
this confirmation sheet that included the terms of its finalist proposat. Bidde:

included a note that indicated that it would next be working or the terms ass



» 1999, Bidder J provided four

pricing options, two options with the orj ginal 50 MW in the first year bu

charge. These three provisions included in the finalist proposal had provided
MidAmerican. None of these five options were as attractive as the origiti;

proposal,

ended with MidAmerican’s expectation that Bidder J would return with more

altractive terms. The term sheet sent by Bidder J tWo days later provided thtee o

2 for 200 MW of capacity with varying durations and terms, with MidAmerican i
22 responsible for acquiring transmission services. The best of these three aptions w




praposal. Also, this option entailed higher energy charges duri

tatal, even the best of these options was not as attractive or as cost=effeq
CEC proposal.
What did MidAmerican do then?

MidAmeiican contacted the other two short-listed bidders (C

Since the RFP indicated that proposals ~need6dstfo:béiva_, L thr
August 16, 1999, the CEC and Bidder E proposals technically ha 3
| MidAmerican asked the two remaining short-listed bidders ‘taﬁprov;iic’i‘;
proposals by October 4, 1999, Using the samez:evaluﬁtionf processes; M
determined that CEC’s newest proposal (which impmﬁed slightly from
Wwis the least-cost proposal.

In an effort to give Bidder E a chance to match-or beat the CEC
MidAmerican determined and submitted to Bidder E-on November:24
sheet that included a price structure for Bidder E’s resource thatwould
MidAmerican indifferent between the two shortlisted bidders. anesc ‘_
counter-proposal, leaving CEC as-the least-cost option available to’M ’
Stepping back and looking at the whole solicitation process, do you be v
level of response to the solicitation was reasonable?

Yes. The solicitation letter was sent to over 100-potential S‘uppli‘ers;vinélf
independent power production developers, and power marketers. The so
letter had a notice of intent form that potential bidders were encouraged tc

they expected to submit proposals. There was no requirement to submiit



intent form if the recipient did not expect to submit a proposal. Mit
received 20 responses: 11 indicated that they would submit a .pmpo‘
¢hanged its mind), six noted that they would not; and three made'n
was presumed that they would submit bids. Ultimately, 12 bidders su J
praposals, some of which included multiple options.

Recognizing the capacity situation in the Midwest and the.price's
spot market that had occurred during the past two summers, most of th
gould be rcasonably delivered to MidAmerican was already committed
the number and types of proposals that were received — for units under:
or new units with some form of options for the near term — were consisten
expectations.

What was the schedule of events as envisioned in the RFP?

Bidders had about four weeks from the receipt of the RFP to- prepare and subt
proposal. Since the RFP did not ask for detailed forms to be submitted or
contracts or similar time-consuming information, the response period-
requested was reasonable. Many of the potential bidders were sophisticated:
players or located in the Midwest and would have had a reasonable unde
the Midwest markets; thus, they were in a position to respond faitly quick
evaluation process, including clarification of bids and appropriate negotia
scheduled to take about one month. With the RFP indicating a proposat v:
in mid-August, about six weeks after completion of the evaluation process, cofi
negotiations should have been substantially completed at that point.

Do you believe that the schedule as outlined in the RFP was realistic and achiev



MidAmeriean Exhibil

Bascd on my experiences in other resource solicitations, I believe that-the
was ammbitious but achievable. The month that was allowed for proposal prc )
and the month that was provided for proposal clarification and evaluation wert
reasomible and achievable given the nature of the solicitation and the number
responses réceived. The six-week period for any final short list and contract awa
coupled with contract negotiations appears to be somewhat aggressive but niot | »
unreasonable.

With the notification to Bidder J of its finalist status, how was the solicitation
mgving compared (o the stated schedule?

It appears that the notification to Bidder J occurred about one to two weeks ]at
teflected in the schedule outlined in the RFP letter. The initial evaluation-and”
¢larifications of the proposals were completed in about one month, close tosch |
As the situation unfolded, Bidder J indicated that it wanted to modify its mm
proposal because it had not been cost-effective. About one week later, BxdderJ :
submitted a substantially improved bid. Bidder J was selected as. the winning
two wieks fater, This left three weeks in which to complete contract negoti
under the initial schedule. This was somewhat behind schedule, although nat. ‘
significantly.

What is your understanding of the events that happened in August as they'-rélﬁté{
sehedule?

Negotiations with Bidder J went in reverse on the issue of price. Despite
MidAmerican getting positive signals from Bidder J that the bidder could get itsl

current proposal back in line with its July proposal, such did not end up being the



proposals, none of which matched the value of Bidder J’s ﬁna?listpr(j);pj
Do you believe that MidAmerican acted reasonably in terminating discuss
Bidder 17

Yes. Based on my review, I believe that MidAmerican was Justified in-ep
diseussions with Bidder J. As part of the injtia] negotiation process, MidA
made g legitimate Féquest to determine the costs for 4 shonened‘rde;liive'rgy

explotatory option or to modify the initial deliveries to maximize value fo

July version. The potential deal with Bidder J hag deteriorated from aneco
perspective and there was minimg] progress made towards a contract. The .
fpproaching when MidAmerican needed to have a commitment in placetom
fapacity requirements,

Whay is your overall assessment of the solicitation procesg andresults?

Based on the review of the materjals associated with the solicitation and the:

ussociated with the offer and provided an Opportunity for each bidder o clarify

modify its offer 1o meet MidAmerican’s needs.



sombincd-eyele resource, the purchase of power from CEC will benefi

gasiomers and is in the public interest.

u believe that all bidders were treated fairly?

Hased upon my understanding of the events that transpired during this period-and
rendewe of the various documents, [ believe all bidders were treated fairly. 1'be :
fuir treatment entails affording equal opportunities to all relevant bidders-at eac
of the solicitation process.

As an example of this in MidAmerican’s solicitation, once the initial a

Isisd been performed, Bidder J indicated to MidAmerican that it wished:to'§ ‘
prigingl proposal and resubmit two separate proposals that might better-add
MidAmerican’s needs. Other bidders in the running during that period (e.g
anid CEC) were afforded the same opportunity to change or improve the tert
inttinl proposals.
Later in the process, after Bidder J had been selected but had adversely
modified its bid, MidAmerican refurned to the two other shortlisted -bidde'r:s'aﬂ,d‘
pifered them the opportunity to submit updated proposals. As a final effort tosa
all possible opportunities to the final non-affiliated contender, MidAmerican - -
upproached Bidder E with an adjusted Bidder E final proposal that was equiv
CEC"s final proposal. MidAmerican asked Bidder E if it would accept this ad us

proposal and it declined.



MidAmerican Bx

Front all of the available documentation and evidence, it appears that

FAsmietican tried to daccommodate all responsive proposals, offering all rele

Befieve that the solicitation was conducted fairly.

Consumer Benefits

te the PPA beneficial to consumers of MidAmerican’s rate-regulated electric

Yes. The benefits to these customers acerue from the solicitation effort un
MidAmerican to secure the least-cost resource alternatives available to mee
gleetrie requirements. The solicitation process sought propesals from a v

potential resources. The proposals that were submitted represented resot

bidders indicated would be available to MidAmericanin the tir
MidAmerican evaluated these proposals and selected the proposals
least-cost options. The CEC PPA itself is beneficial to-consumers-in t

un assured source of capacity and energy over the 2001 to 2004 perit

deregulation and retail access, Given the time frame when resources are nee

PPA with CEC and a PPA with Bidder A represent the least-cost options.



MidAmerican

Have vou quantified the consumer benefits that may result from this PPA?"

Yes. The evaluation process performed by MidAmerican was structure

the Jowest overall cost of power from the customers’ perspective. Undcrf“ »
agsumptions reflected in the analyses, the CEC proposal that was selected:
txpected to provide MidAmerican with a net present value of savings compat
the proposal from Bidder E of about $10 million over the 3-year period refle
the Bidder E proposal, and $13.6 million when the overall proposal periods-aré

idered. During the course of negotiations with CEC, there were several:

muade from the proposed terms, including a shorter contract term. The effe
changes appears to be a slight reduction in net savings over the Bidder Ep
gabout $9.2 million,

While there has been a small decrease in the savings compzrredfto*"t’h“
alternative, the PPA should provide MidAmerican’s customers with the: ;lléwf.
resouree option available at this time.
Wht is the likelihood that these consumer benefits will not be realized?
These benefits have been derived on the base case expectations of the 200 '
puriod, If the PPA is not approved and signed or if the PPA is terminated b
project 15 not on schedule, then the consumers will not receive any vbene;ﬁtisift
PPA. In fact, MidAmerican would be faced with purchasing energy on the:
market with its volatility, operating more costly energy resources, and purc
wHpacity 1o meet its reserve obligations.

Since the PPA only has a three-year term, differences between projeéfé :

future costs and actual costs should not seriously impact the level of savings. THé:




Sensitivity analyses performed by MidAmerican indicated that the C ;

f%f'? yemiined cost-cffective. Higher natural gas prices would increase the cost of

“fram CEC, but they would also increase the costs associated wi th-the Bidd
proposal as well as the market clearing prices.

Since MidAmerican indicated that the utility barely had suffii
mieat its obligations in 1999 and peak loads are expécted to contmueln ‘

V purchase over the 2001 to 2004 period will be»rnecessary’fto. v
future loads. Even if retalloomp ionis impletented; thcexposure
MidAmerican and its customers will be minimized by the short ‘tet'lﬁ%o

To the best of my knowledge, the only -signific_antecorii‘si‘derat-iicﬁ‘~_ i
Midf&n\arican realizing the CEC resource benefits involves MAPP capa‘qi{y;l
scereditation, The CEC PPA puts the accreditation res_,ponsifb‘izl‘i.ty-c:ﬁ Mid:
is probably 4 remote possibility that the resource would not get MAPP aci
bt if this happened, it would significantly reduce the value of the contr
FRErCe.

No unfair competitive advantage for CEC

Will the PPA provide CEC with an unfair advantage by virtue of CECsaf
with MidAmerican?

. The PPA is the result of a competitive solicitation in which MidAme”réigan
the CEC contract because it was the least-cost resource for meeting MidAm
gapacity needs. Because of that fact, it is clear that the PPA does not prowd

with subsidized or inflated revenues that might give it an unfair advamagega




competitors, The economic terms of the PPA are-the 1owest terims

dAmerican through the qualifying responses to its solicitation. -
 the REP, as administered by MidAmerican, offer any advantages. to-(
virtue of it affiliation with MidAmerican?

N, MidAmerfean’s administration of the RFP and-its evaluation of the

wenit to- CBC as an affiliate. The solicitation was fair to all bidders.

Thepublic interest

1sthe PPA in the public interest?

: PPA is the result of a competitive solicitation. It represents MidAr

gost option for acquiring the necessary MAPP-accreditable capacity:to

customers’ needs, As a natural-gas-fired combined cycle facility, the"Cx
plant will be a high-efficiency, low-emissions addition-to the Midwest’sinv
generating plants,

Piaes this conclude your direct testimony?
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Service of Colorado

it of proposals for PSCo’s near-term 1999 resource additions-an
,mludtwn Of pr aposals for resources in the 2000 2007 time

: pOnses, He and hlS teﬂm monl.tored subsequem negotmt.‘r‘e‘n
for testified before the Colorado Public Utilities Commission:o
wd the results of the evaluation.

wiNegotiation of Transmission Interconnection Solicitation
w Century Energies

it ,lz»;x,mmtsmon pr OJCCl in the era of open aceess, FERC reqmred t
party interest in participation. This project required the developn
snses for both equity participation and leng-term transmission
> high-voltage AC/DC/AC transmission projects. The evaluation has:
nd intangible risks of different transmission alternatives relative:tos
g5 associated with increased economy interchange, avoided future
s in single-system spinning reserve and reliability requirements. -

/Negotiation of All-Source Solicitation

1 Public Service (SPS). Resources in the areas of conventional supply-side -
wahle resources, off-system transactions, DSM, and interruptible loads we;
e evaluation entailed scoring the proposals for a variety of price and nonprice
Hagler Bailly was retained to assist Southwestern in its negotiations with the b

o ﬂm et ailed evaluation of the best and final offers.

ssessinent for 1,000-MW Solicitation
sinole Eleetric Cooperative

= pview and assessment of risks associated with responses to a 1,000-MW
A that was issued by Seminole Electric Cooperative. The evaiuation entailed revie

. : PHB Hagler Bailly
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¢, performance guarantees, fuel supply plans, O&M pl
ﬂi“nbthh and bidder qualifications,

ny Concerning Louisville Gas & Electric’s Fuel Adjustmen

! ufm.i Wi h Jumdxctmml and nongunsdwhonal sales Mr Ty y [
“ky Public Service Commission and presented the findings of hxs

- Concerning Kentucky Utilities’ Fuel Adjustment Clause
vial Utility Customers
‘ uion (}f Kcmuckv Uti)ilies fucl adjustment Chusc and

are the kcnwuky Publlc Scrvncc Commlssmn and presented thefi

1-Source Solivitation RFPs
sry Public Service

sent of five RFPs that solicited resources in the areas of conventi

snewable resources, off-system transactions, DSM, and interrap!
wed by SPS as part of an all-source solicitation to identify resotre:
ver generation facilities that SPS intended to develop.

mi i‘mnptiams, Analysis

NS MU Cfi le, P i 7::) Usmg 75check, Hdg]er Bailly’s CEM qu

— MR Haoler Batlly
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ot leam aralyzed the electronic data reports that utilities
sis. These reports contain detailed hourly emissions:
vt i serve as the foundation for the SO, emission

ifferent CAAA compliance strategies. Risk/sensitivi :
1 the itﬁ"_ects G‘f vmrying assumptiijons of fuel p‘xices_,_

it audit of Columbia Gas Company in Ohio. The utility’s gas.
wtintzed to ensure that full service customers were not
vers. Cost allocation proceduresswere studied-and mar
tsfomers were examined. In addition, the anditineluded-4i
tidity caleutated and monitored unaccounted-for-gas.

" opment, including the development of scoring:
et attributes,

i swers received by NSP in a solicitation for the development of a
seaotx. The proposals were scored and ranked through a point-based
; ;i wis developed prior to the solicitation. The scoring involved an
and financtal feasibility, power purchase pricing terms, constru
ity segeplance jssues, '

WY Elanlar ‘;31“\!




ilectricity Deregulation,” American Association of-Petroleumm
¢ Power Research Institute Conference, April 1999. ‘

a5 Balance in a Reconfigured Utility Industry,” American Bar A3

sle Energy Resources in Integrated Resource Planning, D. Logan; C.
it Renewable Energy Laboratory, May 1994,

ament of Electric Utility Clean Air Act Compliance Strategies, Costs, ari
K. Rose, M, Harunuzzaman, and A. Taylor, The National‘Regula
eember 1993,
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¢ 1990 Clean Air Act Amendments: A Study of messmns
Power Research Institute, November 1993.

September 1992,

= Technigues and Approaches to Integrated Resource Planning,” Hay

o, September 1992,

3rd National Association of Regulatory Utility Commissioners Annual
wyember 1991,

it Site Recyeling in a Competitive Environment,” A. Taylor and E.P. Kahin;
ey Laboratory, March 1991,
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MidAmerican Exhibit 1.2
CONFIDENTIAL,

MidAmerican Energy Company
2000-2005 Generation Capacity Plan

 is intended to support recommendations for buying and building capacity mthe
05 period for MidAmerican Energy Company (“MEC”). Included in this
ment are the following topics:

Philosophies related to capacity changes;

Review of load and capability issues;

Review of buying capacity;

Review of building capacity;

Comparison of buy and build options;

Options to reduce native load peak requirements (or “DSM”),
Opportunities to develop and apply distributed generation options;
Opportunities to buy or construct alternative energy (or “green power™);
Opportunities to partner with other utilities (build option);
Discussion of risks of action and inaction; and

Summary of actions recommended.

e & & 2 B & 5 @ O % @

The focus of this analysis is on MEC's close-in market needs (i.e., primarily on I
surrounding states). The analysis does not encompass a look at the generation business
unit's (*MidAmerican Generation™) strategy of targeting a broader, 22-state region.

MidAmerican Generation is in the process of transitioning from an era of being req
(63 mpply all MEC customers within a defined service territory to an era when gene
services will be fully competitive. This transition is just beginning, and it will ta

¢ years, or longer, before all obligations to supply regulated customers are.g
EVer, even before thc time the obﬁgation to supply is comp'lete‘ly remc)v"‘e

This period of transition is especially awkward. MEC must meet its supply obliga
today and plan for its long-term future, not knowing how much of the competiti
it will have in the future. MEC must adopt evaluation methodologies today that also
result in the best decision for tomorrow’s competitive environment. As aresult, ot
eriterion for making capacity build and buy decisions is how the altermutives comp
our projections of market clearing pnces (“MCP”). By assessing the options. dgamst
MCP projections, there is reasonable’ tradeoff between buying or building capagit v
versus staying short and trying to buy in the open energy market. A second key criterdion
is an understanding of how a new generation position (contract to purchiise or

Thx: reason for this qualification is that there is significant risk to assuming energy and eapacity ¢an be:
purghused on short notice (e.g., MEC could be at risk to purchasing energy at prices tike the ones we kWit
the second half of July 1999).

Euergy Trading and Planning (mwr) K
2.28.00
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South Dakota Public =U-ti‘|it-ies{ebmmissi‘anﬂ
WEEKLY FILINGS
For the Period of March 2, 2000 through March 8, 2000

# you need a complete copy of a filing faxed, overnight expressed, or mailed to you, piea,
Delaine Kolbo within five business days of this filing.
Phone; 605-773-3705 Fax: 605-773-3809

CONSUMER COMPLAINTS

£YT00-045 in the Matter of the Complaint filed by Ralph-C. Campbe
South Dakota; against OLS; Inc. Regarding Switching Teléc
Services Through Deceptive Tactics.

btuary 22, 2000, a formal complaint was received from Ralph C. Canipbe

zeived a decepttve telemarketing call. As a-result-of this-call, the €
.llxﬂ Sommunications service was switched to OLS. As aresolution the-Complai
81000 on behalf of all parties who were slammed.

Staff Analyst: Leni Healy
Staff Altormey: Karen Cremer
s Docketed: 03/07/00
ritervantion Date: NA

ELECTRIC

n the Matter of the Application of MidAmerican-Energy Com
Determinations Pursuant to Section 32(k)(2)(A) of the Public U
Company Act.

Linder Section 32(k){1) of Public Utilities Holding Company Act, an electric ut
anier into a contract to purchase electric energy at wholesalefrom an:exem
arator if that exempt wholesale generator is an affiliate or associated cém
utility unless the South Dakota Public Utilities Commissionmakes cer
cm%er, ninations as required by the Act. MidAmerican Energy Company seeks suc
determination from the Commission with regard to its propesal to purchase power fro;
Cordova Energy Center, an affiliate of MidAmerican.

Staff Analyst: Michele Farris
Stalf Attorney: Camron Hoseck
Date Docketed: 03/02/00
intervention deadline: 03/24/00



TC00:024

- TC00:022

TC00:023
TC00-024

TC00-025
TC00-026
TC00-027

TC00-028

TC00-029

In the Matter of the:Filing by South O ma \iﬁdﬁ;m

‘Company

TELECOMMUNIGATIONS

Coalition:for Approval of Reciprocal Transport
between:G.C.C. License L.L.C. and Armaw Yﬂd&“ i

Coahtlon fcr Approval of Recnprocal i
between G.C.C. License L.L.C. and Baltic Talecom Coagper

In the-Matter of the Filing by South Dakota independe
Coalition'for Approval of Reciproc:
between G.C.C. License L.L.C. and Beresford Municipal
Company.

‘ln the Matter of the Ftlmg by Seuth Daﬁeta fmem (

Teleph_one 'Company

In the Matter af the Fllmg by Seuth Iakma lnmpﬁﬁﬁw

between G C C anense L L C and East ﬁmim& Telecom. Ioe.

In the Matter of the Filing by South Dakota Independ

in the Matter of the Filing by South Dakota Indepsnd
Coalition for Approval of Reciprocal Transport an ,
between G.C.C. License L.L.C. and Golden West Telecoes
Cooperative, Inc.

in the Matter of the Filing by South Dakota Independent T
Coalition for Approval of Reciprocal Transport an
between G.C.C. License L.L.C. and Hanson Communications.

2




TC00:033

TC00-035

TC00-037

TC00-038

TC00-038

in the Matter of the Filing by South-Dakota‘independe
Cuoalition for Approval of Reciprocal Transport-and Ter
between G.C.C. License L..L.C. and Hanson County Tele

Ine the Matter of the Filing by South:D Dakota Independent
Coalition for Approval of Reciprocal Transport.and:
between G.C.C. License L.L.C. and-Heartland Communi

in the Matter of the Fil
Coalition for Approval‘of-Re E :
between G.C.C. Licensel.l.. C. andfﬁlnterstate;ﬂTelecom ]
Cooperative, Inc.

between G C c. Llcense L.L. C and Jame:
Company.

ln the Matter of the Fllmg:by South Bakota Independ‘

Coa!mon for Approval of R
between G.C.C. License L.L.C;

Coalmon for Approval of
between G.C.C. License L.L.C. and, (erinebe:

in the Matter of the Filing by South Dakota:indeps
Coalition for Approval-of Reciprocal Transpor

between G.C.C. License L.L.C. and‘McCook Coopera_wv
Company. '

In the Matter of the Filing by South Dakota Independe:
Coalition for Approval of Reciprocai Transport-and Te
between G.C.C. License L.L.C. and Midstate Telepht

In the Matter of the Filing by South Dakota Independent
Coalition for Approval of Reciprocal Transportand’
between G.C.C. License L.L.C. and Mount Rushmore Telepho)



TC00-040

TC00:042

TC00-043

TC00-044

TC00-046

TC00-047

TC00-048

TC00-049

Assocuatlon

ln the Matter of the Fulmg by Sauth ’akom

between G-:C C Llcense L L C and Saﬁcarm I ?;:‘-w

In the Matter of the Filing by South Dakota Independ:
Coalition for-Approval of Reciprocal Transpoit 4
between G.C.C. License L.L.C. and Sioux Valley

In the Matter of the Filing by South Dakota independen
Coalition:for Approval of Recaprocal Transport &
between G.C.C. License L.L.C. and Splitrock P ,‘ym:i_ %, Ing

between G ccC. License L L. C and Spmrock Talocom Cuie
in the Matter ef the Filmg by South Bakota lndwanﬁjj Tele
between G C c. Lacense L L. C and Statelimg Teleconmmmunicati

In the Matter of the Filing by South Dakota Independent Telepliane
Coalition for Approval of Reciprocal Transport and Terr
between G.C.C. License L.L.C. and Stockholm-Strandburg Tele
Company.

In the Matter of the Filing by South Dakota independent ﬁ?ﬁ ;
Coalition for Approval of Reciprocal Transport and ¥
between G.C.C. License L.L.C. and Sully Buttes T’aiagsbﬁﬁ' Laay
Inc.




TCO0-050  In the Matter of the Filing by South Dakota Independent Tele
Coalition for Approval of Reciprocal Transport and Term
between G.C.C. License L.L.C. and Union Telephone Conig

TCO0-051  In the Matter of the Filing by South Dakotaindependent”
Coalition for Approval of Reciprocal Transport and Termi
between G.C.C. License L.L.C. and Valley Cable & Satelhte
Communications, Inc.

TC00:052  In the Matter of the Filing by South DakotaIndepend
Coalition for Approval of Reciprocal Transpottand”
between G.C.C. License L.L.C. and Valley Telecommunicatio
Cooperative Association.

TC00-053  In the Matter of the Filing by South Dakotalndependent Telep
Coalition for Approval of Reciprocal Transportand Term
between G.C.C. License L.L.C. and Venture:Communication

TC00-054  In the Matter of the Filing by South: Dakota: Independ
Coalition for Approval of Reciprocal Transpor ert
between G.C.C. License L.L.C. and Vivian Tele_phone Compan
Golden West Communications, Inc.

TCO0-085  In the Matter of the Filing by South Dakota:independent Teleph
Coalition for Approval of Reciprocal Transport i
between G.C.C. License L.L.C. and West River Cooperative Tele
Company.

TC00-056  In the Matter of the Filing by South Dakota: Independe:
Coalition for Approval of Reciprocal Transportand
between G.C.C. License L.L.C. and Western Telepho

Description for TC00-020 thru T€00:056

The above companies have each filed a reciprocal transport and:termination:ac
was negotiated and entered into between them and GCC License L.L.C. wi
Woesiern Wireless Corporation. Commission approval is sought pursuant t6-46
252(e).

Staff Attorney. Camron Hoseck
Date Filed: 03/02/00
intervention Deadline; 03/24/00

You may receive this listing and other PUC publications via our website or via-interne
You may subscribe or unsubscribe to the PUC mailing lists at http:/iwww.state.sd:usg!
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State Capitol Building, 500 East Capitol Avenue, Pierre, South Dakota 575055070

Executive Director

June 16, 2000
William Bullard, Jr.

South Dakota Public Utilities Commission
500 E. Capitol Ave.

Capitol Building

Pierre, SD 57501

Re: in the Matter of the Application of MidAmerican Energy Comipary
EL00-006

Dear Mr. Bullard:

Transmitted herewith please find a draft Order Regiting: Coprirn
Determinations for filing and distribution to the Cormmissioners
staff prior to the meeting en June 20, 2000.

A copy of this Order is being served upon MidAmerican's attoraes
Palmer as it is being filed with the Commission onthis it
subject of discussion between Commission Staff and Mr.-Pal

has been furnished to him.

While admittedly, the filing of a draft Order prior {o-the
of the ordinary, it is not int‘en'ded tc be presumpi’ive 'a's

adwsors a common workmg document whxch hopefulty
Commission's decision making process. ltis an attampf y
“target" that will hopefully lead to a final and workable Orde

time facilitating discussion on the determinations the Commissi
to ultimately make.

Camron Hoseck '
Staff Attorney

cc: Randall B. Palmer via fax
Michele Farris
enclosure



BEFORE THE PUILI»C UTILITI
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,é.f(»A) DF THE PUBLIC IJTILITY

)
)
)
HOLDING GOMPANY ACT )

On March 2, 2000, the South Dakota Public Utilities Commiss
received an Apphcatlon for Determinations Pursuant fo Section: 32(k
Utllity Holding Company Act (PUHCA) from MidAmerican Eriergy Compar

MidArmerican is a direct wholly-owned subsidiary of MHC Inc., anex
utility holding company under PUHCA, which-in turn is an-indirect wholly-own

of MidAmerican Energy Holdings Company (MidAmerican Holdings'
proposes 1o enter into a purchase power agreement (the transaction) wi
Company LLC (Cordova) which is a direct wholly-owned: subsidiar
Company which is a direct wholly-owned subsidiary of MidAmerican F
is an exempt wholesale generator and is an affiliate of MfdAmencan

MidAmerican in its filing provided pre-filed testimony and exhibits. retatwe
merits of its Application.

At its regularly scheduled meeting of June 20, 2000, the Commission:
this matter. MidAmerican appeared through its counsel of record Randait B Pé
explained MidAmerican's Application. Commission Staff recommended thatth
be entered with certain conditions.

Based upon the Application, the presentation of MidAmerican -
recommendations of Commission Staff, the Commission makes the f
dsterminations:

(i} The Commission has sufficient regulatory authority, resources.and-accessto
rﬁmﬁrd's of MidAmerican and Cordova to exercise its duties under 1
5a(k){(20)(A) pursuant to SDCL Chapter 49-34A, generally, and specifically SD
4"3 49-34A-6. Also available to the Commission for purposes of access:to
those processes found at or implemented under SDCL 1-26-19.1, 1-26-1
26(b).

i"i‘i’; The transaction (1) will benefit customers by providing generating capa

allow MidAmerican to avoid reserve penalties which may be imposed by the Mi
Arga Power Pool (MAPP). The purchase power agreement provides an assure
of capacity and energy for the 2001-2004 period without necessitating a |
rasource commitment. The transaction (1) does not violate state law. South D:




fmr«'{her ‘éhéiy«ied by an independent cdnsu‘ﬁéntﬁés%fdemmS,t

{;iiv): Th:e; transaction its i‘n th‘e p'ub'l‘ic i'ntere's,t' éb‘eca‘u e-itpr

8
Mi ,Amerlcans costs assocnated wnth the pur,
pmceedmg, (b) demand charges thatMidAmerican:pay.
through MidAmerican's fuel adjustment clause; and {c)z
agreement is not a finding of prudence of the amounts paid by
gas supplied by MidAmerican to Cordova under the purcheSe power
intent of the Commission that these conditions shall be imposed as
determinations in this docket.

It is hereby ORDERED that the foregoing, including conditions:impose
shall constitute the determinations of the Commission inthis:docket.

Dated at Pierre, South Dakota, this day of June, 2000

1

CERTIFICATE OF SERVICE BY ORDER OF THE COMMISSI
The undersigned hereby certifies that this ||
il document has been served today upon all parties of
# record inthis docket, as listed on the docket service
A1 list, by fagsimile or by first class mail, in properly

I addressed envelopes, with charges prepaid thereon. JAMES A BURG§ Ghatrmart =

g —

|| oo PAM NELSON, Commissioner

{OFFICIAL SEAL)

]li_ _ LASKA SCHOENFELDER, Coms




wirwne |HE PUBLIC UTILITIES COMMISSION
OF THE STATE OF S.U’%?H IAK ;

IN THE MATTER OF THE AP] AT

ELGO-OOG

On March 2, 2000, the South Dakota Public Utilities Commissit
fteceived an Application for Determinations Pursuant to Section 32(k)
Utility Holding Company Act (PUHCA) from MidAmerican Energy Company (

MidAmerican is a direct wholly-owned: subsidiary of MHC Inc; ¢
wtility holding company under PUHCA, which in turnis-an indirect wholly
of MidAmerican Energy Holdings Company (MidAmencan Hold
proposes to enter into a purchase power agreement (the transaction)
chmpany LLC (Cordova) which is a direct wholly-owned:subsidiary of
Coempany which is a direct wholly-owned subsidiary of Amencan:zHoldm.
is an exempt wholesale generator and is an affiliate of MidAmerican.

MidAmerican in its filing provided pre-filed testimony and exhlblts
merits of its Application,

At its regularly scheduled meeting of June 20, 2000, the Comr
this matter. MidAmerican appeared through its counsel of recoid:
explained MidAmerican's Application. Commission Staff recommernided
be entered with certain conditions. '

Based upon the Application, the presentation of MidA
recommendations of Commission Staff, the Commission make:
determinations:

{i) The Commission has sufficient regulatory-authority, resources and
records of MidAmerican and Cordova to exercise its: duties under 1
Sa(k)(20)(A) pursuant to SDCL Chapter 49-34A, generally; and specific
41, 49-34A6. Also available to the Commission for purposes-of a
?thoseé- processes found at or implemented under SDCL 1-26-19.1, 1-
26(b).

{ii} The transaction (I) will benefit customers by providing generating
allow MidAmerican to avoid reserve penalties which may bei impase
Area Power Pool (MAPP). The purchase power agreement provides:
of capacity and energy for the 2001-2004 period. The transaction {
state law. South Dakota law at SDCL 49-34A-19.2 acknowledges that:affi
may occur and has provided a remedy to disallow the effects of these transa
cases should they not be in the public interest. N




(iif) The transaction would not provide Cordova any unfair competitive-adva
of its affiliation or association with MidAmerican. MldAmencan-prap
tranisaction with Cordova and pay for electric energy-priced 2
bidding process, the details of which have been filed with the Commnssm,
further analyzed by an independent consultant as demonstrated in MidAi

(w) The transaction is in the public interest because it provides need
capacity for MidAmerican and allows MidAmerican to avoid fines and: per
be imposed by MAPP should its generating reserves not meet MAP
public interest will be further served if the following condifions are:
approval of the transaction by the Commission does not guar
MidAmerican’s costs associated with the purchase- power agr
proceeding; (b) demand charges that MidAmerican pays: to Corcla ’
through MidAmerican's fuel adjustment clause; (c) -
agreement is not a finding of prudence of the:amounts pa
gas supplied by MidAmerican to Cordova-under the pul
MidAmerican shall submit cost information relative to th vinvits:
with testimony submitted in its annual FAC reconciliation fmng -and-such
be submitted substantially in the form of Schedule 1. Schedule 1 as:off
hearing in this matter shall be incorporated herein by reference

this Qrder. It is the intent of the Commission that these candltténs shal[ab m|
part of its determinations in this docket.

It is hereby ORDERED that the foregoing, including conditions i impos
shall constitute the determinations of the Commission inthis docket: '

Dated at Pierre, South Dakota, this 22 S d; day of Jurie, 2000.

H CERTIFICATE OF SERVICE

The undersigned hereby certifies that this

- tdocument has heen served today upon alf parties of
record inthis docket, as listed on the docket service
fist, by facsimile or by first class mail, in properly
addressed:

,%thh charges prepaid thereon,

3 By ,J' L

i Date, / /:,7‘?’/()0

{OFFICIAL SEAL)

BY ORDER OF THE COMMISSIO






