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STATE OF SOUTH DAKOTA

BEFORE THE PUBLIC UTILITIES COMMISSION

YI\{I.idAmerican Energy Company

SRR | DOCKET NO. EL01-
~Application for Determinations Pursuant ~ : : o
 to Section 32(k)(2)(A) of the Public Utility . : APPLICATION FOR
Holding Company Act ' : DETERMINATIONS

MidAmerican Energy Cpmpany (MidArﬁen’can) submits this Application for
. ﬁétefrninétions Pursuant to Section 32(k)’(2)(A) of the Public Utility Holding Company Act
| (PbﬁcA).’ “In support of the Application, MidAmerican states: |
I Oigfview of Application |
A MidAfﬁeﬁcdn is an Towa corporation with its principal office located at 666
- 'Grand Avenue, 2900 Ruan Center, Des Moines, Iowa 50309. Asa publ‘ié
’ utility subjeét to the juﬁsdicgion 6f the‘Commission,' MidAmerican is engaged
‘ "’inkthe businesses of supplying éiéétricity and natqral gas to the bublic in South
- Dakota and cher states. Mi‘dAmeric’an is a pubiié utility subjept to the
jun"sdic’tion of _the S‘oufh Dakota Public Utilitics éommiésion (“SDPUC™)
o Federal‘ Engfgy Regulatory Commission (“FERC”), the Towa Utilities Board
and the Tilinois Commerce Commission.
 B.  MidAmerican is a direct wholly-owned subsidiary of MHC Inc. MHC Inc. is

- ~ an exempt public utility holding company under PUHCA. MHC Inc. is an
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indirect wholly-owned subsidiary of MidAmerican Energy Holdings
Company( ‘MidAmerican Holdings").

Cordova Energy Company LLC (“CEC“) is a direct wholly-owncd subsidiary

o of Quad Cities Energy Compdny (“QCEC“) QCECisa dxrcct wholly-owncd
'subSIdxary of MndAmencan Holdings.
. CEC is an affiliate of MidAmerican. Application Exhibit A, :vlttached‘hcreto.
e sho;vs the relationshiﬁs of the entities referred to in this Application and the
~ affiliation of MidAmerican and CEC.
: _ _CEC is c’onstkruc,tinvg the Cdrdova Energy'Cenler. ‘F:ERC has delcmﬁncd that
, “CEC is an Exempt Wholesale Generator (“EWG™).Y
MidAmerican has entered into a Purchase Power Agreement (“PPA") with |
CEC The FERC and all state public l;tility regulatory authorities with
L jurisdicy:t”'ion évér MidAfnerican's rétail electric distribution operations issued
kor(’it‘sr's rhaking the speciﬁc determinations that are required by Section |
32(k)(7)(A) of PUHCA conc emmg the PPA. The Commlssxon issued an
- Order Reciting Commission Detenmnauons_ m\Docket No. EL00-006 on June
28,2000 |
‘Mvild'American seeks to amend the PPA in order to purchasé energy from the

Project during its start-up and testing phase of construction. The start-up and

testing phase is anticipated to begin in February 2001 and extend through the

- end of May 2001.

“: Overview of evidence offered

B Cordova Energy Company LLC, 87 FERC § 62,157 (1999).
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In support of this Application, MidAmcriczin will offer the testimony
and exhibits of Jetfery J. Gust. The testimony of Mr. Gust,

- MidAmerican’s Vice President - Electric Trading, is attached to this

5 Apphcntlon as Exhibit MldAmcncnn 1 0 and will (i) describe the.

: Amendment to the PPA and explain its prices, terms and condmons‘
(ii) discuss the Commlssxon s regulatory :mlhonly wxlh regard to
MidAmerican vand its afﬁliatéd intercsts: (iii) dcscribn the customer
benefits from the Amcndmcm to the PPA; (w) describe the rate and

a accountmg treatment of the costs mcuned in the pun:hasc of energy

~ pursuant to the terms of the Amendment to the PPA: (v) state thnl the
books and records pertammg to the Amendmem to the PPA will be
avmlable for Commlssmn review and (vi) state his opinion that the
Amendment to the PPA beneﬁts consumers and isin thc public

interest.

III Appllcable law

A; : PUHCA Section 32(k)(1) prohibits an elecmc unhty company from entering
into a contract to purchase electric energy at wholesale from an EWG if the
| EWG’ 1s an 'afﬁliaté or associatedAcompany of the electric utility comp:my.
unless each of the state regulatory commissions having jurisdiction over the
 retail rates of the electric utility company have made the specific

' delerminations as described in PUHCA Section 32(1()(2)(.1\).3

3 ‘MidAmerican is also filing requests for PUHCA Section 32(k)(2)}(A) dclcrmmauons with the lllmons

‘Commerce Commnssuon and the Iowa Utilities Board
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In regard to the PPA and in accordance with ihc requirements of PUHCA

Scction 32(k)(2)(A). MidAmerican requests the Commim‘\ion to issue un order

that sets forth the following specific determinations:

L. | the Commission has sufficient rcgt’xlvu'!ory authority, resources and
access to books and records of MidAmerican and CEC to exercise its
duties under PUHCA Section 32(k)(2): and |

the transaction (i) will benefit consumers, (it) does not violate any

South Dakota law (including, if applicable. least cost planning). (iii)
;'woukld not provide CEC wilh any unfair competitive nannti\gé by
virtue of its affiliation or association with MidAmerican, nt_\d'(iv) isin
the public interest.
‘ ,"In "regard to such determinations, MidAmerican states:
1L the Commiésion. the lowa Utilities Board and thé Hlinois Commcrcc

~ Commission have jurisdiction over the regulated bundled retail rates of

MidAmerican;

- the Commission has sufﬁcient“regulatory authority. resources and

access to books and records of MidAmerican and CEC to exercise its
dutieé underPUHCA Section 32(k)(2):

the éxecution and performance of the Amendment to the PPA by
MidAmerican vwill benefit consumers; |

the execution and performance of the Amendment to the PPA by
MidAmerican will not violate any South Dakota law, including any

-applicable least cost planning requirements;
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the execution and performance of the Amcndfncnt to the PPA by
| MidAmerican will not provide CEC any unfnir‘compctilivc advantage
‘by virtué of its afﬁliatio‘n or associmion with MidAmérican: and
the execution and pefférmancc of the Amendmcm to the PPA by
‘ MidAmerican is in the public interest.
i ‘ WHEREFORE, MidAmerican Energy Company respéctfully requests the South
 Dakota ’Public Utiliﬁes Commission to issue an order séttihg forth the specific determinations
requxred by PUHCA SCCthﬂ 32(k)(2)(A) with regard to the Amendment to the PPA.

Dated at SIOUX Clty, Iowa thls}%” day of February, 2001.

Respectfully submitted7

MidAmerican Energy Company

<

Suzan M. S . ManagMg Senior Attorney
MidAmeri ergy Company -

401 Dougl
'P.0.Box 778
_Sioux City, Iowa 51102

712-277-7587 (voice)

712-252-5396 (facsimile)

smstewart @midamerican.com

treet (51101)

Attorney for MidAnierican Enérgy Company
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- STATE OF SOUTH DAKOTA
BEFORE THE PUBLIC UTILITIES COMMISSION

MIDAMERICAN ENERGY COMPANY

Doeket No.

PETITION FOR

- DETERMINATIONS
PURSUANT TO SECION
32(k)(2)(A) OF THE PUBLIC
UTILITY HOLDING COMPANY
ACT AND CONSENT TO AN
AMENDMENT TO A CONTRACT
WITH AN AFFILIATED INTEREST
PURSUANT SECTION 7-101(3) OF
THE PUBLIC UTILITIES ACT

AFFIDAVIT OF
JEFFERY J. GUST

)
o : ‘ ) ss.
, COUNTY OF POLK - )

-1, Jeffery J: Gust, being first duly Sworn on oath depose and state that I am the same

; Jeffery J. Gust identified in the following Direct Testimony; that I have caused the following
Direct Testylmony, including any Exhibits, to be prepared and am familiar with the contents

 thereof; and that the following Direct Testimony, including any Exhibits, are true and correct to

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

/) s &)
/ (¢ 77"
Jeffery J. Gust

,S'ubs’cribe'd:ar’ld swomn to before me, -
- -a Notary Public in and for said County

- and State, this éﬂ“hday of February, 2001.

M%Q@w@

J - Notary Pubhc




BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF SOUTH DAKOTA

ViidAmerican Energy Company - : e
L ; : Docket No. EL 01-

: Application for determinations .

:  pursuant to Section 32(k)(2)(A) of
the Public Utility Holding Company
Act and Approval of an Amllate
Transachon

DIRECT TESTIMONY
OF ‘
- JEFFERY J . GUST

Please state your name and business address.

‘ Gust My busmess address is 4299 Nonhwest Urbandale Dnve, Urbandale,
Towa 50322-7298 |

By whom are you employed and in what capacrty"

YI am employed by MrdAmencan Energy Company (“MrdAmencan ") as Vice

. ,‘ ;-fPresrdent - Electnc Tradmg
ii}What is your educanonal and employment experience?
I graduated from Jowa State Umversrty in 1985 with a Bachelor of Science Degree in
:V“,;“';Engmeenng After’ graduatmg from Towa State University, I went to work for Iowa
s jElectnc Lrght and Power Company for four years in the engmeenng department as a
echamcal engmeer In 1990 I Jomed Iowa Power Inc., a predecessor company to

dAmencan asa Productron Analysrs anmeer In 1993, 1 began working in the

e lllat formed MidAmerican, I was assigned the duties of a Senior Bulk Power Engineer




~in the Bulk Power Services department. In January 1998, 1 was promoted to
"’Managcr, Bulk'Power Marketing for MidAmerican. Finally in April 1999, 1 was
: promoted to my current position, Vice President - Electric Trading.

‘Purpose of Direct 'l‘eslimohy

- What is the purpose of your direct testimony in this procceding?
“In its *Order Reciting Commission Determinations” issued by the Commission in

| - Docket No EL00-006, the South Dakota Public Utilitics Commission granted

’ a;‘MidAmerican’s request to enter into a purchase power contract for 250 MW from

: Cdrd‘ova(Ener»gy Company, LLC, an affiliate of vMidAmericz‘m (“PPA™) and ,
. odditionally made determinations that the PPA was in the public interest. ‘Thcsc
7 ‘oetermin:‘uions’were required under Section 32(k)(2)(A) of the Public Utility Holding
- Company Act (“PUHCA™) in order to authorize MidAmerican to execute the PPA
."with"it‘s efﬁliated electt"i‘c wholesa]e generator, the Cordova Energy Company. LLC
: (‘CEC) In ymy direct testimony in this proceeding, I will provide an overview of an

hi !"A‘mend‘ment to the PPA and state why‘the Amendment is in the public interest. T will

also ask the Commission to make the determinations that are required under Section

'-,4“;".32(1e)(2)(A)of PUHCA This Amendment, which is effective upon regulatory

R ~’ ‘approvals, is intended to facilitate MidAmerican customers’ receipt of the benefits of

- 'v"the PPA, and, in fact, to increase the benefits customers will experience. The
' Anﬁendmem will accomplish this by providing a buyer, MidAmerican, for the energy
produced during the start-up and testing phase of the Cordova Energy Center Project

+( ‘Projeet"). MidAmerican will purchase the energy at a favorable price enabling it to
market the energy to the benefit of customers and itself.

How much energy does MidAmerican project it will purchase under the Amendment

S fdpn’ng the start-up and testing phase of the Project?




MidAmerican projects that purchases'under the Amendment will constitute

fdppfoximatcly 1 1o 2 percent of the total energy required to supply its native load

ecusl»dmers in all jurisdictions in 2OOVI. |
v keguiatorx Authorizations Reqpesled

Is CEC an affiliate of MidAmcricun'?
' Yes The affiliation of MidAmerican and CEC is described in the Apphcanon
| v’ Do you sponsor the Amendmenl to the PPA?:
Yes, I do. Itis attached as part of MidAmerican Schcduie L1,

Why wes the Commission required to approve the PPA. and why is it nccéss#ry for
o ,the,Co.rnmission to approve the Amendment to the PPA?

'ir;’iijU.I-ICA requires pre-approval from each state public utility commiesion that
"',"’regulates MldAmencan s rates before it can enter into a power purchase agreemem
thh an afﬁhated Exempt Wholesale Generator (“EWG") such as CEC The

L “;;"Commnssmn made the determmanons requm:d by PUHCA Section 32(k)(2)(A) in

i f;Docket No EL00-006 In that docket, the Commission found th.:t it had sufficient

‘ regulatory authonty, resources and access to the books and records of MidAmerican
 ~ :~"'_and CEC 10 determ_:rne \hat_ the PPA: (i) will be of beneﬁl to MidAmerican’s -
' I"fkeu‘stomers, (@1) does not violate any Iowa law, (iii) will not provide CEC with any
,unfafr competitive advantage by virtue of its affiliation with MidAmerican. and (iv) is
v' in‘vvthe pubvly‘i’c interesf. MidAmerican is asking the Commission to make similar

' o detenninations under PUHCA Section 32(k)(2)(A) conceming the Amendment.

Q Whét othe'r regulatory approvals will MidAmerican be seeking?

5 -Tﬁc Amendment is also being filed with the Illinois Commerce Commission, the
o ‘Towa Utilities Board, and the Federal Energy Regulatory Commission. Each will be

' V'as:ked to authorize MidAmerican's ex_ecution of the Amendment to the PPA.




o Bywhnt date dees MidAmerieun seek thie authority? - |
MtdAmencan is rcquesting that it be nuthorizcd' to execute the Amendment in order
5 td fncilitate thc‘purchuse of stan-up and testing'phuse energy by Aprﬂ 1, 200].
: However, since the start-up nnd testing phuscs will begin before that date, approval

: ,pnor to that date would be appropnatc as it would permit MtdAmencan to take

al :»f"fadvantage at an earher date of what it believes wrll be benef‘ cml mnrkctmg

St opportumues for the energy acquired under the terms of the Amendment to the PPA

- The Amendment

£ Are you sponsoring the Amendment to the PPA?

| ”.:"'Yes.‘ It is provided with this testimony as MidAmerican Exhibit 1.1,

). ,Is there d reason that the Amendment has not been signed by MidAmerican and CEC

rat thrs ume’7

l‘Yes Sectron 32(k)(2) of PUHCA requtres that MrdAmencan seek state regulatory s
determmatrons under that sectron of PUHCA in advance of entering into the
' 'Amendment However, as was the case with the PPA MldAmencan and CEC have

- signed a Letter of I_ntent to enter into the Amendment subject to receiving all

vf.lregula‘tory,approvals. The Letter of Intent is included as part of MidAmerican Exhibit . . ...

1L

Q. IsCEC an affiliated interest of MidAmerican?

A. Yes. The affiliation of MidAmerican and CEC is described in Exhibit A to the

- Petition.

‘f 'ifPlease describe‘ the signifi cant terms and conditions of the Amendment.

A 'Prrce and Term. The Amendment would obligate CEC to sell, and MidAmerican to

- buy, all energy produced begmmng with execution of the Amendment and continuing

o through the start of commercral operauon of the Pl‘O_]CCl currently projected as June




1,2001. If commercial operation is delayed beyond May 31, 2001, and CEC
mdsonably detcﬁnines on or after that dutkc that it is‘ necessury to muake chcrgy from
the Project available to third partics with power purchase agreements that predute the
' Amend‘ment,: CEC may reduce MidAmerican’s energy purchase, with one business |
day's notice, to no less than 50 percent of the encrgy produced by the Project. The
_ sale éf energy is on a non-firm basis, zit a price dctermincd as follows: (a) If
:kMidAmcﬁcvan resells the energy from the Project to a third party on lhg spot market,
V then the price MidAmerican pays to CEC shall be eighty percent of ihe billing price
' of the third pény sale, #djusted for trzmsmissién and ancillary services costs, or (b) If
’M1dAmencan cannot resell the energy to a third party. then lhe price deAmcncan
pays to CEC shall be eighty percent of the MidAmerican’s mcremenlal cost of energy
‘dun'n’g ho’urs when MidAmerican purchases energy from the Project. For purposes of
~ the ’Ame_:nd‘menkt, MidAmedcan’s incremental cost of displaced energy includes the
""?’; co"st of fuel, variable O&M, and\s}-artup costs for energy produced from
MidAméﬁcan’s genefation, and mra;ihkclude pprchased energy costs and related
‘;trah’srni‘s,sion and ancillary services costs. MidAmerican is to use good faith efforts to

. ,éct to optimize the price payable to CEC under the Amendment. MidAmerican

s would pay no demand charges under the Amendment

Transm1551on The Amendment prescnbes that the delivery point for the energy shail
be the Project’s generation bus. MidAmerican is respon51ble for transmission service
’, beyond the delivery point, if any is required.

Gas. CEC is obligated to provide natural gas for the generation of energy sold under
: the Améndme;nt. | | |

- Scheduling. CEC is required to schedule energy deliveries with as much advance

~_notice to MidAmerican as possible, but with no less than 1-hour notice.




g | MidAmerican 1s obligated to accommodate a}ll energy scnedulin g requests from CEC
’ "tvhat. cofrnply‘ w’ith’these seheduling prOQisiens. If no transmission service is available

,‘f'rom the delivery point (Project’s generation bUsj, then MidAmerican has no

' ’~‘ob]i gation to schedule energy. CEC is required to reimburse MidAmerican for any

- imbalance charges‘incurred as a result of the CEC'’s fai]ure to deliver energy as
Scheduled.. MidAmeri’can is required to reimburse éEC for any imbqlance charges -

i’ncurred by CEC as a result of MidAmerican’s failure to receive energy as scheduled.

Commission’s Regulatory Authority
. One of 'the deteminations that the Commission‘must r_nake under Sectipn 32(k)(2)(A)
; of PUHCA Mth regard to the Amendment to the PPA is that the Commissipn has
sufﬁc1ent regulatory ‘authoﬁty, resources and access to books and records Qf
: ‘MidAmeﬁcan and any relevant associate, affiiiate or subsidiary company. Please
vfkdescfn'be ,”the:Coy"r‘nmission;s reg'ulat.oxjx au.tnori‘ty, resources and baccess to the books
: and feeords of MidAmerican.’ ‘ :
e xiAlgnongh the Commisysion does not have spec‘iﬁc stétufory authority with respect to
V t’ﬁy”fMidAmeriean’s relationship with its affiliates, the Commission clearly has the

,aufhority to disallow in the ratemaking process those expenses incurred with

‘ gfﬁliates, as well as with others, that it finds to be unreasonable. In addition, because

:,k”»th’e /Commi’sskiony does not havethe stntutory authority to access the books and records
; of CEC,Iam sponsoiri‘ng an affidavit of James Albert Flores, Vice President, Project
"~"yF<ina’nce, of CEC. The affidavit has been markedvas MidAmerican Exhibit 1.2. The
S '?v:-%‘afﬁyday'it;s,tates that CEC will yp’rvo’vicie’ tnc Cornmikssioyn with access to the books and
) records ’o’f CEC ’to the qu extent'necesksary‘ to enable the Commission to exercise its
' duties nnder PUHCA Sectivon ,32(k)(2)(A). Consequently, to the extent that

= kaidAmeﬁcan'and CEC enter into the Amendment to the PPA, their contractual




:  relationship will be subject to these aspects of the Commission’s ratemaking authority

e and access to CEC‘S books and records.

in your opinion does the Commission have sufficient regulatory authority, resources
- d access to the books and records of deAmencan and CEC to determme that the

: PPA‘ (x) w1ll beneﬁt deAmencan S customers, (u) does not violate any South Dakota
. f~1aw (1nc1udmg least cost planmng, if apphcable) (m) will not provide CEC with any

s unfarr competmve advantage by vxrtue of its afﬁhatton w1th MtdAmencan and (iv) is

b in the pubhc mterest‘?

Yes. In my opinion, the Commission’s ratemaking authority, combined with its
-abi‘lity to access the books and records of CEC, as previously described, demonstrates
- the Commission’s authority to make the‘required determinations.

Accou tmg Treatment

;W-i] there’be any common costs resultlng from the Amendment to the PPA hetween ,
MldAmencan and CEC‘7 | k | ‘
s No fhe Amendment to the PPA is stnctly for the purchase of energy by
: 'ji‘deAmencan from the Proyect dunng the start-up and testing phase. The
W Comm1ssmn s ratemakmg overs1 ght will avoxd CTOSS~ sub51d1es between

= “ dimencan and CEC:

S »What accounts will MidAmerican use to record its payments to CEC under the First

o Amendment to PPA?
In comphance W1th the FERC Umfonn System of Accounts, MidAmerican will

E “?,record the purchase W1thm account 555 asa cost of purchased power and will record

the payable in a unique act1v1ty within account 234 for mtercompany accounts

‘payable to CEC

e ’Arethere any demand charges assocxated W1th the Amendment‘7
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‘Docket No. EL 01-
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DIRECT TESTIMONY
| ~ OF B
. IEFFERY J. GUST

‘Please state your name and business address

' - :Ieffery J Gust My busmess address is 4299 Northwest Urbandale Drive, Urbandale,

{Iowa 50’%22-7298

y:whom are you employed and m what capacxty‘7

am employed by deAmencan Energy Company (“MldAmencan ’) as Vice

Presrdent - E]ectnc Tradmg.

~ What is your educational and employment experience?

. I gradunted from Jowa State University in 1985 with a Bachelor of Science Degree in

: I‘f:ng‘ineenng.‘ After graduating from Iowa State University, I went to work for [owa

, _Electrie Light and Power Company for four years in the engineering department as a

. mechanical engineer. 1In 1990, I joined Jowa Power Inc., a predecessor company to

MidAmerican asa Production Analysis Engineer. In 1993, I began working in the

,;‘Interunhty Marketmg department as a Bulk Power Engineer. Following the merger

S that formed MldAmencan I was assigned the duties of a Semor Bulk Power Engineer

in the,Bulkv PowerServices department. In January 1998, I was promoted to




'Manaoer Bulk Power Marketmg for MldAmenc.m Finally in April l999 I was
promoted to my current posmon VlCC Prcsrdent Electric Trndmg

Purpose of Direct Testimony

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

" In its “Order Reciting Commission Determinations” issued by the Commission in
' bmket No EL00-006, the South Dakota Public Utilities Commission gmnted
"MidAmeric.an’s request to enter into a purchase power contract for 250 MW from
L Cordova Energy Company, LLC, an affiliate of MrdAmencan (“PPA™) and

8 addmona]ly made determinations that the PPA was in the pubhc interest. These

: {:‘jfa’jideterrninations were requrred under Section 32(k)(2)(A) of the Pubhc Utthty Holding

" :Company Act (“PUHCA”) in order to authonze MidAmerican to execute the PPA
-“f:wrth 1ts afﬁhated electrrc wholesa]e generator, the Cordova Energy Company, I_.LC
“CEC") In my dtrect testrmony in thrs proceedtng, I will provide an overview of an
',kAmendment to the PPA and state why the Amendment is in the pubhc 1nterest I will

et :also ask the Commrssron to make the determinations that are required under Sectlon

'fiv‘32(k)(2)(A) of PUHCA Thrs Amendment which is effective upon regulatory

e approvals is mtended to facilitate MrdAmencan customers’ receipt of the benefits of

he PPA and in fact, to increase the benefrts customers will experience. The
fAmendment wrll accomplrsh this by providing a buyer, MidAmerican, for the energy

= ':f‘produced during the start-up and testing phase of the Cordova Energy Center Project

' s’ (“PrOJect”) MrdAmencan will purchase the energy at a favorable price enabling it to

i ‘market the energy to the beneﬁt of customers and 1tself

,‘ Vow much energy does MldAmencan pTO_]CCt rt will purchase under the Amendment

:‘ i‘durmg the start-up and testmg phase of the Project? -




-MidArnericah?projects that purchases under the Amendment will constitute
- approximately 1 to 2 percent of the total energy required to supply its native load
‘custorners in all jurisdictions in 2001. -

Regulatorv Authorizatlons Requested

‘Is CEC an afﬁliate of MidAmencan’7 ‘
: Yes "The affiliation of MidAmerican and CEC is descnbed in the Application
l;Do you‘sponsor the Amendment to the PPA?

“Yes, I do. Itis attached as part of MidAmerican Schedule L1

e ':Why' was the Commission required to approve the PPA, and why is it necessary for -

“ “the Commissiort to approve the Amendment to tlie PPA?
: r‘i-‘PUHCA requ1res pre—approval from each state public utility commisSion that |
: | regulates MidAmencan s rates before it can enter into a power purchase agreement
with an afﬁliated Exempt Wholesale Generator (“EWG”), such as CEC. The
,‘Commissmn made the determmations requrred by PUHCA Section 32(k)(2)(A) in
i _"‘i}f(Docket No. ELOO 006 In that docket, the Commission found that it had: sufficient
| regulatory authonty, resources and access to the books and records of MidAmencan
"‘"and CEC to determine that the PPA (1) will be of benefit to MidAmencan 5 -
,customers (ii) does not Violate any Iowa law, (m) W1ll not provrde CEC with any
f ;'urifair competitive advantage by virtue of its affiliation with MidAmerican, and (iv) is
invthe public interest. MidAmerican is asking the Commission to make similar
;;ydeterrriinati'ons’,under‘ PUHCA Section 32(k)(2)(A) conceming the Amendment,
What otherregulatory etpprovals will MiclAmericzin l‘)eseeking?
E 'VI‘heAmendmerit is also being filed with the Hlinois Commerce Commission, the
o Io»irzi Utilities Board; and the Federal Energy Regulatory Commission. Each will be

| ;asked to kau’thorize MidAruerican’s execution of the Amendment to the PPA.




: By what date does MidAmerieang‘Seek this authority‘?’

A. - MidAmerican is requesting that it be authorized to exccute the Amendment in order

: to facilitate the purchase of start-up and testing phase energy by April 1, 2001.
’nHowever since the start-up and testing phases w1ll begm before that date approval

: ‘nor to that date would be appropnate as it would penmt MldAmencan to take

i advantage at an earlier date of what it believes wxll be beneﬁcml marketing

V"f'opportttmtles for the energy acquired under the terms of the Amendment to the PPA.

The Amendment

i ,aAre you sponsoring the Amendment to the PPA?

f: ‘f' Yes Itis prov1ded thh this testlmony as MtdAmencan Exhibit 1. 1.

L : wIs there a reason that the Amendment has not been signed by MtdAmencan and CEC

Cat this ttme"
Yes Sectton 32(k)(2) of PUHCA requtres that MldAmencan seek state regu]atory

de rmmatlons under that sectton of PUHCA in advance of entermg into the

S 'Amendment. However, as was the case with the PPA, MtdAmencan and CEC have

e signed a Letter of Intent to enter into the Amendment subject to receiving all
- regulatory approvals.‘ The Letter of Intent is included as part of MidAmerican Exhibit
COLL a

: Is CEC an afﬁliihated interest of MidAmerican?

A . ,Yes. ,The affiliation of MidAmerican and CEC is described in Exhibit A to the

i "‘Pett tton

L P]ease descnbe the 51gn1f1cant terms and conditions of the Amendment

. Price and Term. The Amendment would obligate CEC to se]l, and MidAmerican to

e bdy, all energy produced beginning with execution of the Amendment and continuing

k : 'through the start of commercial operation of the Project, currently projected as June

A,



' 1' V 2001. If commercial ooperation is delayed beyond.May 31,2001, and CEC
reasonably determmes on or after that date that it is necessary to make energy from
v the PTO_]CCI available to third parties with power purchase agreements that predate the
Amendment, CEC may reduce MidAmencan s energy purchase, with one business
day s notrce to no less than 50 percent of the energy produced by the Pl‘OjCCt ‘The
"sale of energy is on a non- -firm basis, at a price determmed as follows: (a) If
v MidAmerican resells the energy from the _Pro_|ect toa third party on the spot market,
p then the price MidAmerican pays to CEC shall be eighty percent of the billing price
of the third party sale, adJusted for transmission and ancrllary services costs, or (b) If

'MrdAmencan cannot resell the energy toa third party, then the pnce MidAmencan

. paysto CEC shall be eighty percent of the MidAmencan s 1ncremental cost of energy

s "’dunng hours when MidAmencan purc‘iases energy from. the Project. For purposes of

th’eAmendment, MidAmencan s incremental cos‘t of displaced energy rncludes the

‘ cost of fuel, variable O&M and startup costs for energy prodnced from
lVIrdAmencan s generation and may include purchased energy costs and related
transmrssron and ancrllary services costs. 'MidAmerican is to use good faith effons to

act te optrmrze the pnce payable to CEC under the Amendment. MidAmerican

‘ ’\youldpay novdernandchargesnnder the Amendment. - |

o Transmissicn. The Amendment prescribes that the delivery point for the energy shall

o be the Pl’O_]eCt s generation bus. MidAmerican is responsible for transmission service

g G beyond the delivery pomt if any is requrred

s _C_ig_s_. 'CEC is obli gated to provide natural gas for the generation of energy sold under

~the Arnendment.

; ‘. Scheduline. CEC is required to schedule energy deliveries with as much advance

’notice,to MidAmerican as possible, but with no less than 1-hour notice.

5




MidAmerican is obli gated toaccommodate all energy scheduling requests from CEC

kth.at comply with these scheduling provisions. If no transmission service is availablc :
~ from the delivery point'(Project’s generation bus), then MidAmerican has no

- obligation to schedule energy. CEC is required to reimburse MidAmerican for any
“_’imbalance charges incurred asa result of the CEC’s failure to deliver energy as

, ;,s“cheduled. MidAmerican isrequired to reimburSe CEC for any imbalance charges

f.;’incurred byvCEC as a result of MidAmerican’s failure to receive energy as scheduled.

Commission’s Regulatory Authority
L 'One of the determinations that the Commission must make under Section 32(k)(2)(A)

£ of PUHCA with regard to the Amendment to the PPA is that the Commission has

o jsuff c1ent regulatory authortty, resources and access to books and records of

: deAmertcan and any relevant associate, affiliate or subsrdrary company Please

‘ vdcscnbe the Commlssron S regulatory authorlty, resources and access to the books

and records of MrdAmencan

= Although the Commtssron does not have specific statutory authonty wrth respect to

o ':MrdAmencan s relattonshlp wrth its affi hates the Commission clearly has the

: authonty to disallow in the ratemakmg process those expenses incurred with
i afﬁltates, as well as with others, that it finds to be unreasonable. In addition, because
E the Commission does not have the express statutory authority to access the books and

* records of CEC, I'am sponsonng an afﬁdavrt of James Albert Flores, Vice President,

HOE 'PrOJect Fmance of CEC. The afﬁdavrt has been marked as MidAmerican Exhibit

: ’;‘ 1.2 The afﬁdavrt states that CEC will provrde the Commission with access to the

: - : books and records of CEC to the full extent necessary to enable the Commlssron to

e excrcrse its duties under PUHCA Section 32(k)(2)(A) Consequently, to the extent

- that MidAmerican and CEC enter into the Amendrnentto the PPA, their contractual

6




'relationship‘will be subject to these aspects of theCommiss‘ion'S ratemaking authority
and access to CEC 5 books and records

“oIn your opinion, does the Commission have sufﬁcrent regulatory authority, resources

e and access to the books and records of MrdAmencan and CEC to determine that the

k,PA ()] wrll benefit. MrdAmencan s customers (n) does not violate any South Dakota
c k law (mcludmg Ieast cost plannmg, if apphcable) (ii) wrll not provide CEC with any :

e ,Zunfarr competmve advantage by virtue of its affiliation with MidAmerican, and (iv) is

- inthe public interest?

S ch In my oprmon the Commission’s ratemakmg authority, combined with its

-fabrhty to access the books and records of CEC as prevrously described, demonstrates
; the Commrssron s authonty to make the requrred determinations.

c ,‘Accountmgand Rate Treatment L

_ i ere 'be,kany commorr costs resulting from the Amendment to the PPA between

L No The Amendment to the PPA is strictly for ihe purchase of energy by

3,",: 'v,MidAfmerican from t,he: Project during the start-up and testing phase.
s ﬂjthrt aecounyts will MidAmen'can use to record its paymems to CEC under the First
y {Amendment to PPA‘7 S

In complrance with the FERC Uniform System of Accounts, MidAmerican will

e frecord the purchase within account 553 as a cost of purchased power and will record

; ~jthe payable ina umque activity within account 234 for mtercompany accounts

c:f jpayable to CEC

Q"‘ , Are there any demand charges assocrated with the Amendment”

-~ No.

. How will customers benefit from sales made pursuant to the Amendment to the PPA? -




A fUnderthcterms of the Amendment, MidAmcrieun may either resell the energy lhal’it

| purchases or use it for native load purposcs_. In the case of a resale of energy. the price
.' . "that MidAmerican must pay CEC is 80% of the price ut which the energy is resold. 1f _:
.' the energy rs used for native load purposes. MidAmerican will pay 80% of the pricc
’ of its mcremental cost of energy dunng hours whcn MrdAmcncun purchases encrgy |
3 ;from the Pro_lect Customers will bcneﬁt from this pricing schemc because )
.’MrdAmencan s fuel adjustmcnt clause will be lower than they would otherwise be i in

| he absence of purchases under the terms of the Amendment to the PPA.

Ko In Docket No. ELOO 006, the Commission ordered MtdAmcncan 1o provrdc

' ﬁ:certam cost rnformatron relative to the PPA in its monthly FAC ﬁhng and with
. testrmony submitted in its annual FAC reconcrhatron ﬁlmg Will MidAmerican
~ provide similar information regarding transactions entered into pursuant to the |

E rnendmentto the PPA?

South Dakota Reﬂlatog Rgguirements

Q ‘Is MrdAmencan Sub_]CCl to any least-cost planning requrrements in South Dakota?

A j;?";'MrdAmencan has a statutory oblrgatron in South Dakota to provrde rate-regulatcd

'servrces that are just, reasonable, non-drscnmmatory and consistent with the law.
However, there are no requirements that MidAmerican submit a least-cost plan to the
+~ Commission.

o Realizino you are not an attorney and assuming that MidAmerican is authorized the

RN Commrssron to enter into the Amendment to the PPA, do you believe that the

V' Amendment once entered rnto by MidAmerican and CEC, will vrolate any South

s Dakota law, rncludrng rules and orders of this Commission?

‘J’,:, jNot to my knowledge In Docket No. EL0O- 006 MrdAmencan demonstrated a very




~ legitimate business need for the capacity and energy that will be provided by the

: PPA. The Amendment to the PPA will simply permit MidAmerican to pufchasc
. onofgy from the Pnojeét during the start-up and testing ohn_scs of construction.
: i:,,‘ngs.t’tné,Con\mi‘ssion dcmonslr.ﬁcd that it has the resources to mgulnlc » '
_"‘M'idAr’nenoan‘s contractunl n:l_alicnship w‘ilh‘ CEC?
e Yes Eyidence of snch resourccs is seen in the Coimmission‘s consideration and
_‘ ’:[ appmal of the PPA in Docket No. EL00-006.
| In your opinion, does the Commission have sufﬁcient‘rogulalory authority, resources
and access to the books and records of MidAmerican and CEC to determine that the
Amvendment to the PPA (i) will benefit MidAmerican’s customers, (i‘i) does not
:Vviolato any South Dakota law (including ieast-cosl planning. if applicablc). (iii).will
i ‘not provxde CEC wnh any unfair competmve advamage by virtue of i its affiliation
o ‘( F 'wnh deAmencan and (iv)isin thc publlc mtercst"
. ’f’;;Yes In my opmlon the Commxssnon s ratemakmg aulhont) its aulhonty to access
i ,ﬁ""publxc utlhty records and the commxtmenls made by Mr. Flores. the CEC ofﬁcml in
o ":both this docket and Docket No ELOO 006 to authonze the Commission to access to
i ;r‘the books and records of CEC to the full extent necessary in order for the
‘Co;mrlmssuon to exerc_lso its duties under Section 32(k)(2)(A) of PUHCA as previously
b descnbed démonotrote' the ’Cornm’iSSion’s autnority to make the requiréd

““determinations.

Public Interest Determination




e In the Order in Docket No SPU- 00-4 the Commrssron determined lhm the PPA wus

'v in the pubhc interest. 'Why do you believe that the Amcndmcnl to the PPA is in the
‘ public interest?

1 believe that the Amendment to the PPA is in the public interest for two primary
' reasons, l’irst, delivery of energy to MidAmerican during the start-up and testing

, kpbase will facilitate the successful completion of the Project and the bcg,inning of its

= ,‘commercral operatron This process will permit MidAmerican to timely recewe the

‘ beneﬁts of the PPA. Second MidAmerican has negouated a favorable rate for the
: purchase of energy produced during the start-up and testing phase.
In summary, the Amendment to lhe PPA helps ensure that MidAmerican’s

e customers wrll experlence the beneﬁts recogmzed by the Commission in Docket No.

b }{Z,EIDO-OOG ona umely basis and also mcreases the overall customer beneﬁts recewed

i f,;from the PPA.

Summary
- What are you aSking the Commission to do as a result of your filing?
! deAmencan is askmg that the Commxssron to make the determinations required

'\'I:under Sectron 37(k)(2)(A) of PUHCA in order to authonze it to execute the

Am'endment. ,MidAmencan has already been authonzed by the Commnssnon to

o execute the underlying PPA which secured for MidAmeri'can one-half the capacity

: ff;‘;and energy of the Proyect for a three-year period, once commercml operation begins.
' The Amendment srmply adds terms and condmons to the PPA to address the sale of

ergy produced durmg the start-up and testmg phase of the Project, the completion

R of whrch is currently expected by June 1, 2001. Thus, in requesting approval of the
- Amendment, MidAmerican merely seeksto facilitate the completion of the start-up

and testing phase of the Project. The Amendment’s pricing formula for energy sold




: ydun‘n‘(g‘the start{up and testing phase (i.e., 80% of the dispmced energy or 80% of the

rés'zilé pnce) will lead to further benefit to’MidAmcric.mk\ and its customers, beyond
that ovffe:redkby the Pl;A and recognized; by the CQmmission in Docket ‘No. EL00-006.
i ; Does the Arﬁendment change thé basis of the Commission‘s ﬁn‘dings in Docket No.
No. As ‘de‘monsirated in that procgeding. the Avmendmcnt to the PPA (i) will be of
: k';’f.bcneﬁt tp MidAmerican’s customers, (ii) does not violate aﬁy South Dakota law, (iii)
, wm hé; ;Srdvide CEC with imy unfaif corﬁpetitive advantage by Virtuc of its
1r.,1af‘f"'1]iation‘ With MidAmerican, and (i\}) isin thé public interest. The Amendment’s

: ";'o‘nlby'wimpa‘Ct is to increase the benefits associated with the PPA to MidAmerican’s

© customers.
. Does this conclude your direct testimony at this time?

S _kYes.:
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.~ Mr. Patrick J. Goodman , o
~ Senior Vice President and ' : RECEIVED
Chief Financial Officer. ' ' LAW DEPT.
Cordova Energy Company LLC , : ,
- 666 Grand Avenue, Suite 2900 oAb 29 2068
: Des Momes IA 50309 s ‘ ‘ File:

: cC:
: Re Letter of Intent Reaardrno Amendrnent to Power Purchase Avrvmnt

” Deaer Goodman

MrdAmencan Enercry Company (“MidAmerican”), an lowa corporauon isa
pubhc uuhty providing electric service in the states of Jowa, Illinois and South Dakota. -
Cordova Energy Company LLC (“Cordova”), a Delaware limited liability company, is an
‘exempt - wholesale generator ("EWG”) as that term is used in Section 32 of the Public

Utility Holdmg Company Act of 1935 (“PUHCA") 15 USC 792-5a and is also an
affiliate of I\/hdAmencan

.,Pursuant to Sectron 32(k)(2) of PUHCA 15 USC 79z 5a(k)(2) MidAmerican is
not permrtted to enter into a contract to purchase electnc energy at wholesale from an
‘EWG that is an affiliate unless every state commission that has jurisdiction over the retail
Tates of MrdArnencan makes certain specific determinations in advance of MidAmerican

ntermg such contract (“the PUHCA PUC Condrtron") :

MrdAmencan and Cordova executed the Power Purchase Acreement Between
Cordova Enervy Company LLC and MidAmerican Energy Company (“PPA”), on July
19, 2000, after MidAmerican met the PUHCA PUC Condition. Now MidAmerican and
‘Cordova have negotiated the terms and condmons of an amendment to the PPA

(“Amendment”) that would, if approved by regulatory authorities; provide for the sale of -
“energy. from the Cordova Energy Center (“Project”), by Cordova to MidAmerican, during
“the’ start—up and testing phase of the PrOJect MidAmerican and Cordova intend to
execute the Amendrnent attached hereto, in accordance with the terms of this Ietter

: deAmencan and Cordova each hereby agree that they will execute the
: Amendment provrded the conditions precedent listed below, are satisfied, unless the
: paru ' utually agree in Wntmcr to termmate thrs letter of intent.

‘commission that has _}unsdrctron over the retail rates of MidAmerican and the
PUHCA PUC Condmon shall have been met. In addition, the Amendment shall
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MidAmerican Energy

566 Grand Avenue
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Des Maines, lowa 50303-0657

have been subrmtted to the Federal Energy Regulatory Commission for approval

-~ and shall have recewed that approval

If you are in agreement with the forcgomg, please sign and return one copy of thls
: lcttcr to me, wh1ch thcreupon will consmute our agrecment with respect to. 1ts subject

matter.

a'Smcerely, B

: MIDAMERICAN ENERGY COMPANY

Teffery 1%Glst ,
/ice Presxdent —Electnc Tradmg o

. Agreed to and acccpted th.lsl(- day of January, 2001.‘

: CORDOVA ENERGY COMPANY LLC

atrick J. Goodman
- Senior Vice President and
- :Chief Financial Officer

; A&véchh}éﬁty: ) Ainondrhent to PPA
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- Energy Company LLC and
~ MidAmerican Energy Company

2001

Mr atnck J Goodman

ice President and
Ch1ef Financial Officer
Cordova Energy Company LLC
666 Grand Avenue, Suite 2900
Des Mornes IA 50309

owerPurchase Agreement Amendment
Dear Mr. 'Goodman

" This letter agreement (“Amendment ’, 15 mtended to serve as an amendment to the
Power Purchase Agreernent Between Cordova Energy. Company LLC and MidAmerican
,Energy Company, dated July 19, 2000 (“Agreement”). The Amendment supphes the
Qterrns and condmons under whlch Seller agrees to rnake avmlable to Buyer the energy

- \Ion ﬁnn energy from the Pro;ect dunng the term of this
Amendment as provrded for below (“Energy")

; All energy generated by the Proj ect during the term of this
" Amendment. However, if after May 31, 2001, Seller reasonably
“determines that it is necessary to make energy, from the Project,
~available to third parties whose power purchase agreements for
- Project energy pre-date this Amendment, then Seller shall have the
" 'right, with one (1) business day’s notice, to reduce Buyer’s energy
-amount to no less than 50% of the energy produced by the Project.

" The start date of this Amendment shall be the first weekday after
the day that final regulatory approval of this Amendment is
received. This Amendment shall terminate upon the commercial
operation of the Project, unless the Partles mutual]y agree to
‘terminate the Arnendment earher :

,’.t‘)emand;C‘harge:, 'Th‘ere shall be no Guaranteed Payments or other demand or
o capacity charges during the term of this Amendment.




‘f Energy,Priee:‘ g

"Vatural"Cas: '

Delivery Point:

‘Transmission
Service:

lmbalances:

Schedu,ling: ,

\lldAmerlcnn Energy Compnnv
rE\(hibit l 1

‘ 'Page-lol‘ﬁ e

~The Energy Pnce shnll be calculnted as l'ollows.

. If Buyer resells the Energy from the Project to an unaffiliated -

third party on the spot market, then the Energy Price shall be
eighty percent of the billing price of the third party sale
adjusted for transmission and ancillary services costs.

. It Buyer cannot resell the Energy to an unaffiliated third party,

- then the Energy Price shall be eighty percent of the Buyer's

~ incremental cost of energy during hours when Buyer purchases
Energy from the Project. For purposes of this Amendment,
Buyer’s incremental cost of displaced energy shall include the
cost of fuel, variable O&M, and startup costs for energy
produced from the Buyer’s generation, and may include

: purchased energy costs and related transmission and ancillary
: servrces costs.

: ‘Buyer shall use good farth efforts to act to optimize the pnce

payable to Seller under this Amendment. Buyer shall provrde a
non-binding estimate of Energy Price each time Energy is

- scheduled, but the final Energy Price shall be determined by the

Buyer on an after-the-fact basis, determined from actual recorded
transactions and generation data.

E The Seller shall supply all -Fuel requrred by Seller to generate
ey Energy covered by thrs Amendment

- The Delrvery qut shall be as specified in the Agreement.

The Buyer shall be responsible for, arrange for, and pay for
transmission service beyond the Delivery Point (if required).

The Seller shall reimburse Buyer for any imbalance charges
incurred by Buyer as a result of the Seller’s failure to deliver
Energy scheduled in accordance with the provisions of this
Amendment. Buyer shall reimburse Seller for any imbalance

charges incurred by Seller as a result of Buyer’s failure to receive
Energy as scheduled

Seller shall schedule Energy deliveries with as much advance

‘notice as reasonably practxcable but with no less than 1-hour

notice. Seller may revise a previously submitted schedule with no
less than a 1-hour notice. Buyer shall accommodate all Energy
scheduling requests from Seller that comply with the scheduling
provisions, above. If no transmission service is available from the




i Ci;rtailmént:

k ~ Force M:ijerure:

5~MldAmericun Energy Compnnv
:Exhibit 1.1
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- Delwery Pomt then Buyer shnll hnvc no obhgnuon to schedulc or
~receive Energv

In the event that the Project is demted during the term of this

~ Amendment, Energy deliveries may, for the duration of such
- deration, be curt.nled by the nmount of the derate.

~Seller wnll invoice Buyer on a monthly basis for the Encrgy

purchased each month. Seller will send the monthly bill no later

= than the 7" of a given month and Buyer shall make payment

thereon no later than the 28" of the same month.

" Performance of Seller and/or Buyer‘ under this Amendment, shall

be excused in the event, and to the extent, of a Force Majeure

© CVCn[

If you are in agreement with the provisions of thlS Amendment please indicate so
by e\ecutmg IhlS Amendment in the space provided below

“ ’S‘in¢erely,- o

. "Jefferyl Gust

~Vice Pre51dent Electnc Tradmg

CORDOVA ENERGY COMPANY LLC

By:' k

Patrick J. Goodman
-Senior Vice President and
Chief Financial Officer
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STATE OF SOUTH DAKOTA
BEFORE THE PUBLIC UTILITIES COMMISSION

, A?,pplication for Determination S
(I)’;lma.nt to Section 32(k)(2)(A) : . APPLICATION FOR
the Public Utility Holdmg DETERMINATIONS
Cbmpany Act R

ST, ATE OF NEBRASKA

James Albert Flores

et
Subscnbeq and swom to before me, a , 54 M CL
Notary Public in and for said County e %AM

1 GENERAL NOTARY.State of Nebrashy
- GLORIA F. ERICKSON
My Coman. Bxp. Aug. 15, 2001




: South Dakota Public Utlhties Commlssion
WEEKLY FILINGS
For the Period of February 8, 2001 through February 14, 2001

fyou need a complete copy of a filing faxed overnight expressed, or mailed to you, please contact Delaine Kolbo
- within five busmess days of this fi f‘Img Phone 605-773-3705 Fax: 605-773-3809 ,

ELECTRlC

“in the Matter of the Application of MldAmerlcan Energy Company for Determinatlons Pursuant to .
Sectnon 32(k)(2)(A) of the Public Utility Holdlng Company Act

der Section 32( )( ) of the Public Utility Holding Company Act an electric utility may not enter into a contract to
urchase electric energy at wholesale from an exempt wholesale generator if that exempt wholesale generator is an
'fﬁllate or associated company of the electric utility unless the South Dakota Public Utilities Commission makes certain
ermlnanons as required by the Act. On June 28, 2000, the Commission issued an Order approving a Purchase Power
greement (PPA) between MidAmerican Energy Company (MidAmerican) and Cordova Energy Center (Cordova), an
ffiliate of MidAmerican.. MidAmerican seeks to amend the PPA'in order to purchase energy from Cordova during its
ta -up and testlng phase of construction. :

S,ta‘ff‘Analyst: : Kelth Senger

ntervention Deadlme 03/02/01

- You may receive this listing and other PUC publications via our website or via internet e-mail.
- You may subscribe or unsubscribe to the PUC mailing lists at http://www.state.sd.us/puc/




B:EFORE THE PUBLIC UTILITIES COMMISSION
- OF THE STATE OF SOUTH DAKOTA

IN THE MATTER OF THE APPLICATION OF ) ORDER GRANTING AN
MIDAMERICAN ENERGY COMPANY FOR ) AMENDMENT TO THE
DETERMINATIONS PURSUANT TO SECTION ) PURCHASE POWER
32(k)(2)(A) OF THE PUBLIC UTILITY HOLDING ) AGREEMENT AND
COMPANY ACT ) RECITING COMMISSION
b ) - DETERMINATIONS

) EL01-003

On February 8, 2001, the South Dakota Public Utllmes Commission (Commission) received
an Application for Determinations Pursuant to Section 32(k){2)(A) of the Pubiic Utility Holding
- Company Act (PUHCA) from MidAmerican Energy Company (MidAmerican). MidAmerican seeks
~to amend the purchase power agreement in order to purchase energy from Cordova Energy

Company LLC (CEC) during its start-up and testing phase of construction of the Cordova Energy
Center (Cordova) In a previous docket, ELO0-006, the Commission made various determinations

pursuant to PUHCA relatlng to the onglnal purchase power agreement between MldAmencan and
CEC : ; . :

B MndAmencan isa durect wholly—owned sub5|d|ary of MHC Inc an exempt public utility holdmg

company under PUHCA, which in tum is an indirect wholly-owned subsidiary of MidAmerican Energy

Holdings Company (MidAmerican Holdings). MidAmerican proposes to enter into an amended

purchase power agreement with CEC which is a direct wholly-owned subsudlary of Quad Cities

Energy Company which is a direct wholly-owned subsidiary of MldAmencan Holdmgs CECis an
xempt wholesale generator and is an affiliate of MndAmencan

MldAmenwn in its ﬁhrsg prowded pre-f led testimony and exh:bxts relatwe to the merits of its
Apphcatxon ‘

oAt lts regulady scheduled meeting of March 6, 2001, the Commission considered this matter.
MidAmerican appeared through its counsel, Suzan M. Stewart, and explained MidAmerican's
. Application. Commission Staff recommended that the Commission approve the Amendment to the
" Purchase Power Agreement (PPA), that the conditions placed on MidAmerican in Docket EL00-006
~ be continued in this matter, and that a cap be placed on the Cordova energy costs that are run

: - through MidAmerican's South Dakota Energy Cost Ad;ustrnem (ECA) MédAmermn agreed to all
E *of Commnssnon Staﬁ’s recommendations. .

: BaseduponﬂweApphmhothpresenﬁMndeNnmcanmdﬁmmendahonsd
Commission Staff, the Commission makes the following determinations:

0 TheCodrn@mhasa:ﬁddﬂmgubtowauMﬁy,maﬂammbooksmm

" of MidAmerican and CEC to exercise its duties under 15 U.S.C. Section 79z-5a(k)}{(20}A) pursuant

' to SDCL Chapter 49-34A, generally, and specifically SDCL 49-34A-41, 43-34A-5. Also avadable to
. the Commission for purposes of access to records are those pa'ocess&sfmmd at or implemented
under SDCL 1-26-19 1, 1-26—192 and 15—6—26(b)

() The transact]on will beneﬁt customers because WdAmencans ECA dause will be lower than
it would otherwise be in the absence of purchases under the terms of the Amendment to the PPA.




(i‘ii) The transaction does not violate state law. South Dakota |law at SDCL 49-34A-19.2

cknowledges that affiliate transactions may occur and has provided a remedy to disallow the effects

of these transactions in rate cases should they not be in the public interest.

~(iv) The tkansaction would not provide CEC any unfair competitive advantage by virtue of its
ffiliation or association with MidAmerican. MidAmerican proposes to enter the transaction with CEC
nd pay for electric energy priced at a negotiated favorable rate. :

‘(v) The transaction is in the public interest because the delivery of energy to MidAmerican during
' the start-up and testing phase will facilitate the successful completion of Cordova and the beginning
f its commercial operation and because MidAmerican has negotiated a favorable rate for the
purchase of energy produced during the start-up and testing phase. The public interest will be further
~served if the following conditions are imposed: (a) the approval of the transaction by the Commission
does not guarantee recovery of MidAmerican's costs associated with the purchase power agreement
approval of the purchase power agreement amendment is not a finding
id by MidAmerican for the purchase of energy; and (c) MidAmerican
mit lative to the Amended PPA in its monthly ECA filing and with
testimony submitted in its annual ECA reconciliation filing and such information shall be submitted
substantially in the form of Schedule 1 pursuant to Docket EL00-006. '

nder the Amendment to the Purchase Power Agreement, MidAmerican agrees the fuel clause

, hases used to supply native load would be reflected in the South

Dakota Energy Cost Adjustment in the same manner as any energy purchase. Individual Cordova

ne‘rg"y“purchases for off-system sales reflected in the South Dakota Energy Cost Adjustment during

,,thek,C,ordo‘va‘sta'rt—'up‘period would be reflected in the ECA at the lesser of actual energy purchase

cost or the average cost of off-system purchases used in the same month's ECA calculation
(excluding MidAmerican's purchase from Cooper Nuclear Station) had the Cordova energy purchase .

not taken place. - . "

i "‘l't |s »héféby ORDERED that the fore’going,,including conditions imposed in_them, shall
.constitute the determinations of the Commission in this docket. :

kDé‘ted at Pierre, Sbuth‘ Dakota, this _/A4 ﬁ/déy of March, 2001.

—f';f”f)CF'?T!F"CATE OF SERVICE "~ BY ORDER OF THE COMMISSION:
~"" The undersigned hereby certifies that this ' F ‘
‘document has been served today upon all parties of S
record in this docket, as listed on the docket service / / :

“list, by facsimile or by first class mail, in properly [/ -
addressed envZopes,’with charges prepajd thereon. WE S A. BURG. Ch Wa/n

: . . ' v c - 1
By: -/ i%

PAM NELSON, Commissioner

(OFFICIAL SEAL)




