Notice of Ex Parte Contact

TO: Data Center
All Parties in Case No. ER-2((8-0093

FROM: Chairman Jeff Davis

DATE; December 12, 2007

On or about October 11, 2007, 1 personally called Bill Gipson, CEO of Empire District Electric
Company, to discuss Empire Electric Company’s request for a waiver with the Southwestern
Power Pool and to follow up with Mr. Gipson to determine if they had received any
communications with the PSC staff and the staft of the Southwestern Power Administration
(SWPA) regarding their determination as to SWPA’s valuations of electric losses resulting from
operational changes by the Army Corps of Engineers. 1 did not speak personally with Mr.
Gipson, but [ received the attached e-mail from Mr. Brad Beecher the following day and we had
a short follow-up phone call concerning Empire’s request for the waiver. I subsequently received
the two attached e-mails from Bary Wairen of Empire on this issue.

In addition to these conversations with Empire, [ have had several conversations with Mike
Proctor of the PSC staft regarding the Empire Electric waiver issue and during the last week of
November, I telephoned Bill Gipson to advise him that I thought Mike Proctor and I were being
successful in our efforts to lobby my fellow members of the SPP Regional State Committee to
recommend a policy change that would ultimately benefit Empire Electric and it’s ratepayers, but
that [ would appreciate Empire’s continued efforts to educate the SPP Commissioner and Staff
Representatives from Arkansas, Oklahoma, Kansas, Texas and New Mexico on the issue. He
said that Empire would continue to do so. No other matters were discussed.

PLEASE NOTE THIS ISSUE IS SCHEDULED FOR A VOTE BY THE SPP REGIONAL
STATE COMMITTEE ON OR ABOUT JANUARY 28TH. IT WILL BE NECESSARY
FOR ME TO ATTEND THAT MEETING IN PERSON OR VIA TELEPHONE,
EMPLOYEES OF EMPIRE ELECTRIC AND PSC STAFF MEMBERS WILL ALMOST
CERTAINLY BE PRESENT AND 1 MAY NEED TO DISCUSS THESE 1SSUES WITH
THEM AT THAT TIME OR IN ANTICIPATION OF THE MEETING.

With regard to the second issue referenced above — that of the SWPA assessment, | had several
conversations and exchanged e-mails with the PSC Engineering Staff and Empire Electric
regarding this matter prior to the case being opened. 1do not recall much about those
conversations or whom [ had them with because the central theme was that we were all waiting
to obtain “flow” data from the Army Corps of Engineers. At this time, I am unable to find copies
of those e-mails, but I would hope that the PSC staff would file those e-mail communications in



this case to make the parties aware of the nature of those discussions.

This summary represents the sum total of my knowledge on these issues which, to the best of my
knowledge are not issues in this case, but are financial issues related to Empire and, therefore,
since case # ER-2008-0093 1s a contested case and the Commission is bound by the same ex
parte rule as a court of law, [ am making notice to the parties of these communications.

As noted previously, there may be a need for me to have subsequent conversations with the
PSC Staff and/or Empire Electric regarding both of these issues and I will attempt to
provide prior notice to the parties of my intent to have those conversations. If any party to
this case wishes to be part of those conversations or wishes to advise this commissioner as
to how he might proceed as to avoid the appearance of any inappropriate contact, please
file something in this case. If I am unable to notify the parties, I plan to file an ex-parte
notice in this case as expeditiously as possible.

Although communications from members of the public and members of the legislature are
always welcome, those communications must be made known to all parties to a contested case so
that those parties have the opportunity to respond. According to the Commission’s rules (4 CSR
240-4.020(8)), when a communication (either oral or written) occurs outside the hearing process,
any member of the Commission or Regulatory Law Judge who received the communication shall
prepare a written report concerning the communication and submit it to each member of the
Commission and the parties to the case. The report shall identify the person{s) who participated
in the ex parte communication, the circumstances which resulted in the communication, the
substance of the communication, and the relationship of the communication to a particular matter
at issue before the Commission.

Therefore, [ submit this report pursuant to the rules cited above. This will ensure that any party
to this case will have notice of the attached information and a full and fair opportunity to respond
to the comments contained therein.

Thank you for your consideration in this matter.

cc:  Commissioners
Executive Director
Secretary/Chief Regulatory Law Judge
General Counsel
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Davis, Jeff

From: Brad Beecher [BBeecher@empiredistrict.com)
Sent: Friday, October 12, 2007 8:35 AM

To: Davis, Jeff

Subject: Empire SPP Waiver Request for Meridian Way

Mr. Chairman: Bill asked that i give you a call and discuss our SPP waiver position. | just called your office and
you were not in.

If you were on the RSC call yesterday, you understand the SPP process is a mess.

SPP has 120 days to act on our request for waiver (12/23). We had asked for a decision by 10/30 so that we
would have the waiver decision before we had to commit costs for firm transmission service. Because of the Red
Rock cancellation in Oklahoma, the SPP study process is bogged down and probably allows us to support an
extension beyond 12/23/07 sometime into Feb 08.

There are many policy issues that have came up as a result of our waiver request. It is my understanding that Dr.

Proctor is very involved in the process and is working with Bary Warren from EDE to understand and flesh out any
SPP policy issues.

I'l be glad to discuss this at your convenience. | am scheduled in the office except from 8:45 am to 9:45 am.

Brad

Brad Beecher P.E.

VP and COO Electric

Empire District Electric Company
417-625-4260

417-850-7960 (Cell)

Note: To protect against computer viruses, e-mail programs may prevent sending or re

This e-mail and any files transmitted with it are the property of THE EMPIRE DISTRIC
Any other use, retention, dissemination, forwarding, printing or copying of this ema

12/11/2007
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Davis, Jeff

From: Bary Warren [BWarren@empiredistrict.com]

Sent: Friday, October 12, 2007 4:26 PM

To: John Mills

Cc: Heather Starnes; SPP MOPC (Members Only); SPP BOD - Members Committee (Members
Only); SPP Regional State Committee {(Members Only); SPP CAWG; Richard McCord

Subject: EDE Requested Response to SPP Letter of October 4, 2007 Regarding EDE Waiver and

Transmission Service Request #1222640
Attachments: EDE Response to SPP 10-4-07 Request for Waiver Info - 101207 pdf

John,

On behalf of The Empire District Electric Company and Rick McCord — Director of Supply Management, | am
providing the following information.

Please see attached.

I am also copying the below committees, as requested during the RSC call yesterday.
Thank you.
Bary/Empire

cc. CAWG, RSC, MOPC, and BOD exploders

Note: To protect against computer viruses, e-mail programs may prevent sending or re

This e-mail and any files transmitted with it are the property of THE EMPIRE DISTRIC
Any other use, retention, dissemination, forwarding, printing or copying of this ema

12/11/2007
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Ociober 12,2007

My lohn Mills

Manager, Tarft Srudies
southwest Power Pool, e,
415 North Mekanley Sireet
#1400 Plara West

Lagtle Rock, Arkansas 72720

L 5

Re Response o SPP October 4, 2007 Request For Information
Empire Waiver Request For OASIS Reservation #1222640
Cloud CountyMeridian Way Wind Farm Designated Resource

Drear Mr, dills,

In reference (0 your correspondence of October 4. 2007 requesting additional information, The
Empire District Elecmic Company (Empire) is providing the {ollowing response.

inour August 23, 2007 request {attached), Empire sets forth the SPP Open Access Transmission
Tartit {OATT) provisions, justifications, and circumstances that we believe warrant ihe granting
of the reguested walver. Empire belleves that the 8PP has suificient authority o grant Empire's
watver request just as the SPP has done with previous waivers for addittonal base plan fundmg.

We want to re-cmphasize {bat Empire’s twenty (20) vear commitment © the desipnated
resource, the Clowd CountyMeridian Way wind farm, significantly exceeds the five (3) year
mimimum commitment for base plan funding eligibility and will bring added fuel diversity 1o
fmpire and the region,

With respect 1o SPP’s authority to gramt this waiver as requested, Attachment 1 of the tarifY and
the related FERC Order are suflicientdy clear and give SPP the authority o grant additional
base plan funding in whole or in part for network upgrades.

Bmpire would also ke io clarify that our reguest for walver 1s for “up 107 an addinonal
$16. 200000 (capped) of base plan funding eligibiiity, allowing for a total of $18.000,000
{31 800,000/MW of accredited capacity or $180.000/MW of ransmission service requested) for
the required transmission sysiem upgrades which would he comparable to any fossil fuel
desiynated resource serving load within the fouprint Based upon the SPP’s August 30, 2007
posting of SPP-2007-AGL-AFS-4, the allocated Engincering and Construction {E&U) costs
associated with Lmpire’s portien of the Moridian Way wind farm are estimated o be
anproximately $6.3 Million, but could be changed depoending upon the customer service
requests that are finalized as part of the SPP 2007-AG 1 process,



Iohn Miliz

Routhwest Power Paol, Inc,
Cletober 12, 2007

Pape 2

Pach of the waiver requests that have buu: submitted 1o dute, including this waiver, should not
be considered a5 setting any precedent, as each involves unigue fzctors and circumsiances that
have to be ovaluaied on a case by case é 515,

Policy iiscussion

Empire’s walver has generated much discussion related to PP s base plan funding policy for
:ies;a;;m?e(i resgurces and maodeling procedures, zonal MW-Mile allocation impacts, the 123%
capacity reserve margin condition, and the overall impact of the Atachment I provisions for
wind a3 a designated resowrce. I the RSC and 5PP believe a generat policy change is
appropoiate, then it may be Ntling 1o proceed with the granting of our waiver and codify such
change within the SPP tanft for similar requests 1n the future.

Empire encourages the SPP staft, CAWG, RSC, MOPC and Board of Directors to 13 finalize its
evaluation and discussion, and grant meifc’s walver prior to SPP's deadline {vet o be
determined) for confirming the requested rramsmission service, and 2} pro-actively address
policy ¢hanges that would be approprnate for future transmission service requests refated 1o
wind as designated resources serving foad within the SPP region.

Erapire had requested that the SPP render its decision on the waiver, with input fram the RSC,
ar ity Qawber 30, 2007 Board of Directors meeting ~ even though the provisions of the SPP

-

tartfT pllow for up 13 120 days (December 23, 20067} tor such a decision (o be made.

SPP has been delayed in the posting of SPP-2007-AGE-AFS-S due w0 the recent events
regarding # proposed designated resource in Oklahoma.  This event has affected the
transmission requests i aguregate study SPPR2006-AGS, and could have an atfect on the
estimated B&C costs allocated to customers in AG1-AFS-3 and all succeeding service requests,
in addition w the event in Oklahoma, there are other key decisions pending regarding another
proposed designated resource that impact other SPP members also participating in the SPP.
2O07AGT aggregare study.

These key evens are unusual and could be significant that may delay the Aggregate Swdy
results bevond the December 23, 2007 (120 day) waiver decision deadline. BEmpire could
support giving SPP swlf, the CAWG, RSC, MOPC, and the SPP Board of Directors sdditional
fime heyond December 23 2007 unless Ezzague is faced with rendering s decision on whether
to commit to ransmission service to SPP prior o the Watver request being Hinalized It appears
that additional gme bevond the 120 day decision period may afford better oppertunity for
discussions on our Waiver request during the January oycle of mieetings, as well as changes in
future SPP pelicy and swategy related to base plan funding for designated resources serving
load within the SPP footprint.

We emphasize that our support {or an extension 1s based on our holief that Finpire would not be
put inte a position of having 10 fegally confimm 8PP firm wansmission service for this
designated resource withowt knowing the oufcome of our waiver request - which could
substantially affect the applicable base plan funding and direct assignment of transiission
upgrade costs identified in SPP.20OT-AGH



John Miils

Southwest Power Pool, Ing.
Ororober 12, 2007

Page 5

The entirety of the facts, justifications, and issues zxwdmg our request has not been set forth in

this correspondence, but rather are more {Ully described in the accompanying letter of August
33,2007,

We understand the policy issucs that our waiver reguest has raised as well as events that have
cccurred which are alfecting SPP's tanwmission sorvice request process. However, we
i%,\p«.i}éui v request that our walver be decided upon as expeditigusly as possible and within g
time frame that may exceed the December 23, 2007 deadiine. but prior to Empire being faced
with is commitment decizion on the ransmission service requested.

Eadditional informiation andior explanation is necded. please do not hesitate w contact me or
Barts, Warren,

Again, thank vou for yvour consideration and services.

Respectiully submined,

fgf{, :/’ f‘ oo x_a;/’/}/(‘

Rick McCord
Dhirector, Supply Management



BESGAEEN v QOUNRY o

August 23, ZON7

My dohs Biills

Muonager, TardT Sindies
Southwest Power Pool Ing
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P Epire Hegques Por Walver (22) Per Aauachment § ol the §PP i”%
; . .
For GARS Reguest 21222640 ~ Clond Cowny Wind Farm Desi ﬂ{{f Presouros

Vroar fobn,

Pursuant w0 Seepen O (Wabver Process) of Ataschment b ol the Southwes: Power Pogl (5P
Upen Aceess Transmismon Tari{l The Empire Dispiet Blectric Company (Empire) respectivily
reguests g wmver o up to an addional 516,200,000 in Base Plap feding rolated 1w Ungineuring
aaidl Constrocuon costs of SPF determined direct assignment Nevwerk Upgrade fucilities assoaiated
watlt Bonpire s FOU MW of Qi transmussion service Oasth regvest.

ARG Cloud Coumy - 100 MY SPPL2ODT-AGT-AFS-D

Fhe sranmmission servics requested 15 10 deliver power from a designated resaurce, 8 (00 MW wi
larm neanng construction 10 the proximity of Concordin, Kansas and within the Galancing
Auihory area of Mid Kassas Bleciric Company Uubsidiary of Sunilows Llecitic Pover
Corpormion angd “""""‘s:ﬁi?j Agutia-West Plains) assoclaied with the roguesied 100 MW of nerwork
itegrated ransmission service to Cmpire.

O June 19, 2007, BEmpire antd Clond County Wind Farm, 1L, a subsichiary of Horeon Wind
Energy, entered into o tyonty 120 vess powet purchase sereemept Empire mmu; pes that the
wand farm wiall be ully pr&iwwi s fate 200 or early 2009 and begin receiving energy under the

termg of the POWEr Du Fohass ARTeTIent gl that time

T corren re%as% 3ol SPP-2007-AGH -AFS-S for kmpire’s Uloud Coury designated resourze
wmchioste the llowing

1} the extunated Englovenng and Constraction transomssion costs, duectly assignable jo
Ermgire, are projected (o be from $8.000,000 10 $80,000 00, depending on who and
what feciliives reman o the SPP2GOT7. AGH-AFS proces ~

it sdduiopal/undetermned 37 pary {17 ter non- 8PP transmission owiing members)
reguired upgrades and,

Hi) potentel for addiional SPP re-dispatoh servics coms reguived of Empire 1o begln

$ETVICE 48 reuesiedd

(HiT-AdiT- e&i 5453 Mzr*rz:'ﬁii}* Baing womplowsd wnd wopustod te be posted By SPP n Lee Augesvoal Seplambls
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apphicable o the ’E CEnS NSO Cu»ﬁs3 - Empire regquests that the Safe Harbor Cogl Lt be
determined using oniv Anachment 1) E B3 46Y  the rounested capacty {meamng the leansmissen

reservaiton Capacits amount UMW

Approval 1o waive the “aot dependable capaciny provision” would place Empue’s Cloud Couny
destunated resouree oo equal footng with ather fossil el desigonted resvurces and fronsmisens
anty reliabilny upgeadas v rerms of tegional taading
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table ¢ wmn,

Pronire behieves thai i%zz; SPP footonat mcludes w prominem winsd resouros sub-regson (hiad conld be
3’?&{‘&%&"53 il the Liniied States power mdustiy, i: 13 sm;mi ans fo prasgiveely enccarage the

development of these wind resources qoy im: i §€A‘s§}af€§ﬁ;¥; disadvantage o Base Man
5*«““-““& for the use of siuch mtermittent resources will oaly discosrage such dovelopment

Papire has re-evatuated de posnon on the shaibtfity requirements for the Safb Harbor Limé aad
baiioves that the Hase Plan Punding eligibility should apply 1u snv Jesignaied reaouics

Ty addition of the ot AT power parchase agr@c"* mt with Clonsd Cowty Wind Faos, LLU w
wicrease bmpie’s wind enetgy capabitny from vand farm power purchase € Bt oements from 150
MW 10 250 MW thos generating spproximaiely 13% of our annual em.zfg,_gy FaguiTemIEnts in the vear
0% This resoarce, ke the Empire shergy output ;}um;rmc Pronn the Pk Baver Wind Farm, i3

sxpocivd to prodocs 8 Capatuy or ublizaion factor of approximatsly 40%: on an f&rzs‘zmiwﬁ Buyis

Vhes anaahized capaciy or ahduanon faotor exceeds maost peaking resources within the 5P rag
antd rrvals most f:*iéﬁ:* miedate natursl gas fired combined cvele rosouices i expected anmial cay
withzanon oy The delivery of energy 1o foad 13 s oitg of th@ pf&;zzhﬂ purposes of Bie franspussion
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shogld he an mddy
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e continues 1o support the condition of 125% capaoiy tesourie margin tor Base Plan

Funding, however through the wadver process. consideration of Sﬁaaf significanm epergy comnbunion

e tus type of tesource shoudid alse b tken ino scooui 45 8 vighls Crcumarancs for waiver
sproval Al losd serving annises ave required © carry 5 12% ‘:-31 LRI Capasily A o ot
Eamprre has anad will continge to et and exessd thal mininun requirement
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Fundememally, we believe this Walver retses the issue of siragegy g fundimg.

@ Biregy - n terms of the erommagement of the development and vse of wind
resowons ts designated resourees for exiating sed prospeciive SPP memboers, and

o Funding < an termes of the cegronalizaton of m poartion of the ranssssion goses 101
WHIG FCSOUNEes 16 & manner simtar 1o the way SPP funds vransmission upprades
requited Jor reliability (no rewourees involved), and transmisson wperades regired
for wadmional fossil fuel gereration resources

HSkPm d gravs traneaission seraoe for desipnared resources in the ume manmer
e LR 'ﬁ"‘%’i uf the fuel bypne - thun it scems appropnate foc ihe Safe Harbor Limn 1o he based on (b
the amount of trzusnussion service tequesiod/granied

Pherele e, The Empirg Distort Dlearie Company respectfuly requests the (olow ing

31 SPP gall distnbute the Waiver Reguest 1o the MOPC and UAWG as soon as possibin.
bl Watver of Attachment £ HE T3 (o) and eligibiliy for the Safe Harbor Lamu of up o
83 000060 {an addiional $16. 2000007 pursuant 10 1D) - rABSHUSHION TESON Slinn Capaciy

aeverd on the foHowing ciromnstances

£ the curran and Totwre “Avorable circumstances within the SBP reRion und
munional sutiook o renewable resources,
1 the fact thar wind resterves 0 nonth censral Kansas wall bring addiional fisl

diversiry 1o the SPP seglon and Bmpire,
i} the comulateve projecied Base Plan Funding (o Dmipire for this desigmned
resourve fup 1o 8§18 B00.000) and the most recent fazan 1 and Plum Poin

resoairees [projeciod fo b spproximately $12.0 ;

00 ; woaukd bo 836 %E{aé’,‘é‘ﬁ

wiich 13 less than the $36 G600 (00 (360 MW « \am: HIRIW b odigible Sundig
foe just the lasan 1 aod Plum Poing designated resources 4&0%

w3 desigraed resources are modeied o the same manner by SPP regrdless of the
el source, and

v she Cload Courmy Wind Farm s expecied 1o have an annualized capaciy
sithimation iacwr of ag&p;{)xzs:mmiy A%, winch 1y greater than s;m‘%sm{ comparaide
to prakmg/tombined oycle antursd pos fred units that are typically chigible for

fhe Rell Safe Harbor Lran Bading amoum

€1 This Wadver request be roviewed by the CAWESG, MOPC, sad REC and devided upon by the
3%’ Board of Dirpctors no ater than the Ociober 330 2007 SPP Board of Direvtors mweting
E’a:"*é; Okchiluoma, and
43 ‘§ in the event this Warver 1 dented and thal simiblar warvers are approved mthe e or

‘»m%*” med:lcationsipaboy changes are madae that would have aitested this Walver roguest,
?y;}pa;g TR T thai the RER Board of Pirroriors {{)&}‘Qh;'? Eo ,{,ﬁ‘g}ﬁ&: 5 Warver PERRINE]
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Davis, Jeff

From: Bary Warren [BWarren@empiredistrict.com]

Sent: Monday, November 19, 2007 2:57 PM

To: John Mills

Cc: Heather Starnes; SPP MOPC (Members Only); SPP BOD - Members Committee (Members
Only); SPP Regional State Committee (Members Only); SPP CAWG; Richard McCaord

Subject: EDE Response and Clarification to SPP Staff's Recommendation to CAWG re: EDE Waiver

and Transmission Service Request #1222640
Attachments: Response to Waiver Recom to CAWG - 111907 .pdf

John,

On behalf of The Empire District Electric Company (Empire) and Rick McCord — Director of Supply Management,
I am providing the following information in response to SPP Staff's recommendatton of October 24, 2007 to the
Cost Aliocation Working Group regarding Empire’s waiver request for additional base ptan funding.

Please see attached.

I am also copying the below committees.

Thank you.

Bary/Empire

cc. CAWG, RSC, MOPC, and BOD exploders

Note: To protect against computer viruses, e-mail programs may prevent sending or re

This e-mail and any files transmitted with it are the property of THE EMPIRE DISTRIC
Any other use, retentlion, dissemination, forwarding, printing or copying of this ema

12/11/2007



November 19, 2007

By Joha Mills

Manager, Tantt Studies
Southwest Power Pool, Inc.
13 North McKinloy Sirpet

# 140 Plaza West

Litthe Rock, Arkansas 72203

Re: Responsé te SPP Warver Recommendation to TAWG of October 24, 2007
And Clarification of EDE Waiver Request For OASIES Reservation #1222640
Cloud County/Mendian Way Wind Farm Designated Resource

Dear M, Mills,

tn reference to 8PP staffs rocommendation to the Cost Allocation Working Group presented on October 24,
007, The Empire District Blecinie Company (Empire} is providing the following response and clarifications.

In our October 12, 2007 rosponse and our imtal request for waiver of August 23, 2007 {atlached), Empirc
behieves il sufficiently explained the numeraus provisions, justifications, and circumstances that SPP staff,
CAWG, RSC. MOPC, and BOD should consider in granting of the requested waiver, Empire completely
disagrees with the methedology SPP staff used in making its recommendation to the CAWG o October 24 and
belicves such recommendation dos not support the gencral dircetion of federnl, state, and SPP policy 1o suppont
of renewable resources. We beliove thar the SPP has clear and suffichont authority 10 grant Einpire’s walver
request just as the SPP has done with previous waivers for additional base plan funding,

However, we realize that our request has generated discussions and raised kev issucs reparding pohicy and
siralegy regardmyg the future tecatment of rencwable resources.  Such issues and strategy are being currently
discussed by the CAWG, The approach that Empire took in making and justifying the “up 10 amount of $18
mifhion” i our August 23 requost for waiver has created an issue surrounding the legal awthonty that the SPP
Board of Dircctors has regarding the waiver process.

tn order to avord further debate on whether or not the SPP BOD has the authonity to grant Empire’s wanver as
requested, Empire would hike to clarify its waiver request to specificatly focus on the basis and ¢ircumstances for
the granting of this spearfic winver,  All partics now have the benefit of the latest Aggregate Facilitivs Study SPP-
2007-AGI-AFS-3 nosted on November 2, 2007 that indicates a projected allocation of transmission upgrade
engineering and construction (E&C) costs to Empire of approximately $6 mitlion,

Empire requested JO0MW of Tong term firm network transmission service W begin upon comnercial operalion 1o
Novembuer 2008 for Phase 1 of the 20 1MW Moridian Way/Cloud County wind farm. The Meridian Wav/Cloud
County wind farm 33 located within the service arca of Mig-Kansas Eleetnic Company {(Sunflower) near
Concordia, Kansas, According to the aforementioned Aggregate Facility Studv, SPP will not be able to provide
the requested service unti] Junes 2010
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Southwest Power Pool. Inc.
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Empire 15 not only conterned about SPP swaff's depial for Empire 1o obtain additional Base Plan funding, but is
also concerned that long term firm service may not be granted by the SPP bascd on ity 0 modeling assumptions
and in-service dates of the required upgrades and 1) SPPs requiremient that all 3% party “indeterminate” upgrades
and associated costs ust be adequately addressed prior 1 service confirmation. It s probable that Empire may
also incur substargial 37 parte cosis in order 1o confirny SPP finm transmission sorvice for iy designated
LIRS

Based on AFS-S,) Anschment 3, TH B of the 8PP OATT, and 3PP siaffs defavh value of W% of namepinte
capacity, Empirg’s Base Plan funded amount of the extimated E&C upyrade costs would be $1.8 million. {safe
barbor fimut of SIRGO00/AMW « LOMW), which would lcave approximatily $4 million of upgiades o be
addressed in the wanves Empire has requested from SPP.

Therefore, 10 clarify, Empire formally requests a waiver o obtain base plan funding of all allocated 8PP upgrades
i excess (projected to be approx. 34 mithion } of the 818 million  to secure long torm fiem serviee for the
HIOMW designated resource. Hencr, the fetal projecied amount of Base Plan funding for this Empire designated
resoutce would be approximately $6 mallion. 18 this rosource were a fossil fuel untt, o would be cligible for $18
mithon in Base Plan funding.

Empire respectfully requests this waiver to be evaluated on, but nel be limited 1o, the foliowing facts and
crrenmsiances. as allowed pursaast to Attachment 11 C of the SPP OATT.

ity exceeds the five (3) vear

iy E mpm, pwenty (20) vear commisment to this dosignated resource gignifl
minimum commitment for base plan funding cligibiny,

23 the Mueridian Way/Cloud County Wind Fam 15 expected to have an annualized capacitny wilization factor
of approximately 4%, which is greater than andfor comparable o prakmgfeombmed ovele naturad gas
fired units that currently reccive Safe Marbor funding and waivers based on “trunsmission seryice
requesied” - aot on accredited capacity,

3} the cumulotive requested Base Plan Funding o Empire for this designated resource {projected to be
approx, 38 mellion) and the wmost recenst Iatan T (HO0MW) and Plum Point QOOMW) resources (projected
o be approx, $12 mdlion) would be 518 million, which is significantly {309%) fess than the 356 million
{200MW x $150.000/MW) chyible funding for fatan 1T and Pham Point designated resources alone,

4} renewable resources provide a hedge for Emptre and other load seeving cntitics against escalaing fuel
costs or fuel cost volatility,

3} rencveable resources should be treated comparably to traditional fossil fuel resources with respeet 1o base
plan funding, wspoecially a light of the fact that SPP models all respurecs in the same manner in the
’mwﬂ;gme Study transmission service process,

63 there s support developing for the increased use of rencwable resources and the needed ransmission
wnfrastructure investment necessary 1o integrate and deliver renewable energy 1o load,

7y repewable rescurces reduce the emission of alr pollutanty,

8) the growing iderest i mational and state rencwable portfolio standards, enmission caps, o carbos tases,
give the SPP the opportunity 1o expressly support the continued development and delivory of rencwable
energy in the SPP footpring,

2} And lastly, the value of fuel diversity for load serving entities and within the region, It was ¢lour in
pamgraph 37 of FERC Order EROS632 | dated Aprid 22, 2003, thal FERC was in full support of fugd
diversity as one of an exhaustive st of Factors that the SPP BOD could consider in #1s pvaluation of
warver reguests. However, upon “Rehearing “in pacagraph 19 of FERC Order ER03-652 dated September
8, 2003, FERC reversed us Order “requiring SPP 1o remove the fled diversine provision from the non-
exhoustive list of wodvey oriteria. Upon further consideration. we {FIERC) find thor SPP did nos
sufficienily ceplain how parties paving the costs assoviaied with the proposal benefit from increased firel
diversity. SPP may seek 1o ve-file the fuel diversity waiver provision with this supporiive information,
Sugh an SPP filing has not occurred 1o date. Empire believes there is now evidened 10 support such an
SPP fing at FERC, Such supporting nformation can be provided 1o SPP upon rogquest
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Each of the watver requests that have been submitted to date, inchuding this waiver, should not be considered as
setting any precedent and compared with previous walver requests, as cach nvolves unigue factors and
chrenmstances that should be evaluated on o case-by-case basis.

We respectfully request SPP staff to re-consider and re-issue a revised mmmmnd;mon for discussions by the
CAWG, RSC, and MOPC jeading 1o the BOD s decision i Januwary,

addition, as conveved tn our waiver request of Augest 23, 2007, that in the event this waiver 13 depied in whole
ar part, and future tanff modifications/policy changes are made that would bave affected the decision on this
waiver, Empire requests that the SPP Board of Directors re-consider Empire’s waiver st the appropriate s

if additional information andfor explenation s needed, please do not hesitate 1o contact me or Bary Warron,

Again, thank vou for vour consideration and sorvices.

Respectfully submitted,

4. et/ i
;"{/’,/f W Ao L «5’/
Rick MeCord

Prrgctor, Supply Management




Ociaber 12, 2007

Mr. John Mills

Manager, Tarift Studies
Southwest Power Pool, Inc.
413 North McKinley Street
#140 Plaza West

Lattle Rook, Arkansas 72205

Re:  Response to SPP October 4, 2067 Request For Information
Empire Waiver Request For OASIS Reservation #1222640
Cloud County'Mernidian Way Wind Farm Desigrated Resouree

Diear Mr, Mills,

I reference to vour correspondence of Gotober 4, 2007 reguesting additional information, The
Empire District Eleciric Company (Empire) is providing the following response.

in our August 23, 2007 request {attached), Empire sets torth the SPP Open Access Transmession
Tanff (OATT) provisions, justifications, and circumstances that we beliove warrant the granting
of the requested waiver. Empire believes that the SPP has sufficient authority to grant Empire’s
watver request just as the SPP has done with previous waivers for additional base plan funding,

We want to re-emphasize that Empire’s twenty (20) vear commitment to the designated
resource, the Cloud County/Mernidian Way wind farm, significantly exceads the tive {5) year
minimum commitment for base plan funding eligibility and will bring added fuel diversity 1w
Empire and the region,

With respect to SPPs authority to grant this waiver as requested, Artachment I of the tarifl and
the refated FERC Order are sufficiently clear and give SPP the authority to grant additional
base plan funding in whole or i part for network upgrades,

Empire would also like to clarify that our request for waiver 15 for “up to” an addinonal
$16,200000 (capped) of base plan funding eligibility, allowing for a total of $13.000.060
{$1.800,000/MW of accredited capacity or $180,000/MW of transmission service requested) for
the required transmission system upgrades which would be comparable o any fosml {luel
designated resource serving load within the footprine.  Based upon the SPP's August 30, 2007
posting of SPP-2007-AG1-AFS4, the allocated Engineering and Construction (E&C) costs
associated with Empire’s portion of the Meridian Way wind farm are estimated o be
approximately 563 Million, but could be changed depending upon the customer service

«

requests that are limalized as part of the SPP 2007-AGT process.




Johm Mills

Saouthwest Power Pool. (e

October 12, 2007

Page 2

Each of the warver reguests that have been submitied w date, includmg this waiver, should not
be considered as setiing any precedem, as cach involves umigue factors and cireumstances that

have 10 be evaluated on a case by case basis,

Patioy Dhscussion

Empire's waiver has generated much discussion retared 1o SPP's base plan funding policy for
designated resources and modeling procedures, zonal MW-Mile allocation impacts, the 125%
capacity reserve margin condition, and the overall impact of the Attachment J provisions for
wind as a designated resource. If the RSC and SPP believe a general policy change is
appropriate, then 1t may be firting 1o procesd with the granting of our waiver and codify such
change within the SPP wniff for simifar requests in the future.

Empire encourages the SPP stafl, CAWG, REC, MOPC and Board of Divectors to 1) finalize ts
evaluation and discussion, and grant Empire’s waiver prior to SPP’s deadline {yet 10 be
determined) for confirming the requested transmussion service, and 2) pro-actively address
policy changes that would be appropriate for future iransmission service requests related (o
wind as designated resources serving load within the SPP region,

Empire had requested that the SPP render its decision on the waiver, with input from the R5C,
at its October 30, 2007 Board of Directors meeting - even though the provisions of the SPP
tarift aliow {or up to 120 days (December 23 2007) for such a decision to be made.

SPP has been delayed in the posting of SPP-2007-AGL-AFS-S due 1o the recent events
regarding a proposed designated resource i Oklahoma.  This event has affected the
ransmission requests in aggregate study SPP-2006-AG3, and could have an affect on the
estinmted B&C costs allocated to customers in AGL-AFS-S and all succeeding service reguests,
In addition 1o the event in Oklahoma, there are other key decisions pending regarding another
proposed designated resource that impact other SPP members also participating in the §PP-
2007-AG 1 aguregare study.

These Key events are unusual and could be significant that may delay the Aggregate Study
results beyond the December 23, 2007 {120 day) waiver decision deadline,  Empire could
support giving SPP staff] the CAWG, REC, MOPC, and the SPP Board of Directors additional
time bevond December 23, 2007, unless Empire is faced with rendering 1ts decision on whether
10 commil to transnussion service 10 SPP prior to the Warver request being finghized, 1t appears
thar additional time bevond the 120 day decision penod may afford better opportumity for
discussions on our Waiver request during the January cycle of meetings, as well as changes in
tture SPP policy and strategy related to base plan funding for designated resources serving
foad within the SPP footpring,

We ermphasize that cur support Tor an extension is based on our beliet that Empire would noi be
put o a position of having o legally contfirm SPP firm transmission service for ths
designated resource without knowing the outcome of our waiver request - which could
substantially affect the apphicable base plan funding and direct assignmont of transnuission
upgrade costs identified in SPP-2007-AG1

o
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The entrety of the facty, justifications, and issues regarding our request has not been set forth in
this correspondence, but rather are more fully described in the accompanying letter of August
% ™

43, 2007,

We understand the policy issues that our waiver request has raised as well as events that have
ocourred which are affecting SPP’s transmission service roquest process,  However we
respectfully request that our waiver be decided upon as expeditiously a$ possible and within o
e frame that may exceed the December 23, 2007 deadline, but prior 1o Empire being faced
witll is commitment decision on the transmission service requested.

If additienal information and/or cxplanation is needed, please do not hesitate 1o contact me or
Bary Warren,

Again, thank vou for vour consideration and services.

Respectfuily submurted,

4 fleind

Rick MaoCord
Director, Supply Management




August 23, 2007

Mr. Jobn Milis

Manager, Tariff Studies
Southwest Power Pool, Inc
415 North McKanley Stree
#1140 Plaza West

{ittte Rock, Arkansay 72208

Re:  Empue Request For Waiver (#2) Per Attachment 1 of the SPP DATT
For OASIS Request: #1222640 ~ Cloud County Wind Farm Designated Resource

Dear John,

Parsuan (o Section H €1 (Waiver Process) of Attachment J of the Southwest Power Pool (SPP)
Open Access Trausmission TarifT, The Empire District Electric Company (Empire) respectiully
requests a waiver for up to an additional $16,200,000 in Base Plan funding related to Engineering
and Construction costs of SPP determined direct assignment Network Upgrade facilities associated
with Bmpire’s 100 MW of firm ransmission service OASIS request

#1222040{Clond County ~100 MW): SPP-2007-AG1-AFS-3

The transmission service requested 18 10 deliver power from a designated resource, a 10U MW wind
Farm nearing construction in the proximity of Concordia, Kansas and within the Balancing
Authority area of Mid Kansas Electric Company {subsidiary of Sunflower Electric Power
Corporation and formally Aguita-West Plains) associated with the requested 100 MW of network
wregrated transmission service to Empire.

On June 19, 2007, Empire and Cloud County Wind Farm, LLC, o subsidiary of Horizon Wind
Encrgy, entered into a twenty (20} vear power purchase agreement, Empire anticipates that the
wind farm will be fully operational in late 2008 or carly 2009 and begin receiving energy under the
terms of the power purchase agreement at that time.

The curvent results of SPP-2007-AG-AFS-3 for Empire’s Cloud County designated resource
indicate the following:

1) the estimated Bngineering and Construction ransmission costs, directly assignable (o
Empire, are projected 1o be From $8,0600,000 to $80,000,000, depending on who and
what facilities remain in the SPP-2007-AG1-AFS process';

ity additional/undetermined 3 party ( 1™ tier non-SPP transmissian owning members)
required upgrades and,

iii} potential for additional SPP re-dispaich service costs required of Empire to begin
service as requested.

P SPP-2007-AGL-AFS-4 i3 currently being compleied and oxpovtod 1o be posted by SPP i bnie Augostiearly September
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Based on Attachment J, UL B3 (1) and {(b), Empire’s designaied resource would be chgible for

farm - % $IR0.D00/MW)) of the maximonm Safe Harbor Limit amount of $18,000.000

Fmpire is requesting a wajver of the application of the “lesser of ™ provision of the $180,000/MW
Safe Harbor Limit in Attachment 1, 1HE B 3, (a) - the planned maximum net dependable capacity
applicable to the Transmission Customer. Empire requests that the Safe Harbor Cost Lt be
determined using only Attachment ) IHLB.3. (b} — the requested capacity (meaning the transnussion
reservation capacity amount {100MW)),

Approval to waive the “net dependable capacity provision™ would place Empire’s Cloud County
designated resource on equal footing with other fossil fuct designated resources and transmission
only retiability upgrades tn terms of regional funding.

Pursuant to Astachment J 11 C v, - “If a request for a waiver 18 received by SPP based on other
circumstances, such waiver request shall also be considered. ™ Empire believes that the Cloud
County Wind Farm resource, as a designated resource, should be eligible for the full Sale Harbor
Lirnit of $180,000/MW based on its requested transmission service capacity of 100 MW Itis
important 1o note that SPP models all designated resources - regardless of fuel type {wind, natural
was, hvdro, coal, nugiear) - in a similar manner/namceplate ~ and not solely hased on "expected”™ net
dependable capacity.

Empire believes that the SPP footprint inciudes a prominent wind resource sub-region that could be
impontant to the United States power industry, 1t is important to proactively encourage the
development of these wind resources pow. The continued reduction/disadvantage in Base Plan
Funding for the use of such intermittent resources will only discourage such development.

Fmpire has re-gvaluated its position on the eligibility requirements for the Sate Harbor Lim:t and
believes that the Base Plan Funding eligibility should apply to any designated resources.

The addition of the 100 MW power purchase agreement with Cloud County Wind Farm, LLC will
increase Empire’s wind energy capability from wind farm power purchase agreements from 150
MW o 230 MW, thus generating approximately 13% of our annual energy requirements i the year
2009, This resource, like the Empire energy odtpul purchase from the Elk River Wind Farm, s
expected to produce a capacity or utilization factor of approximately 40% on an annualized basis,
This annualized capacity or utilization factor exceeds most peaking resources within the SPP region
and rivals most intermediate natural gas fired combined cycle resources in expected annual capacity
atifization fuctor. The delivery of energy to load is one of the primary purposes of the transmussion
system, and therefore designated resources with this fevel of annual capacity or utilization tactor

should be an additional consideration for Base Plan Funding eligibility,

Fmpire continues to support the condition of 125% capacity resource margin for Base Plan
Funding; however through the waiver process, consideration of the significant energy contribution
of this type of resource should also be taken inte account as a4 viable circumstance tor waiver
approval  All load serving entities are required to carry a 12% planning capacity margin and
Empire has and will continue 10 meet and exceed that minimam requirement,
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Fundamentaily, we belicve this Waiver raises the issue of sirategy and funding.

o Strategy - in terms of the encouragement of the development and use of wind
resources as designated resources for existing and prospective SPP members, and

s Funding - in terms of the regionalization of 4 portion of the transmission costs for
wind resources in a manner stmilar e the way SPP {unds transmission upgrades
required for reliability (no resources involved). and transmission upgrades required
for traditional fossil fuel gencration resources.

W SPY models and grams transmission service for designated resources in the same manner -
regardtess of the fuel fype - then it seems appropriate for the Safe Harbor Limit 1o be based on (b)
the amount of fransmission service requested/granted.

Therefore, The Fmpire District Electric Company respectfully requests the following,

a}
b}

Le]
s’

SPP staf¥ distribute the Waiver Reguest w0 the MOPC and CAWG 48 s00n as possibie;
Waiver of Attachment J, IH1 B.3 (&) and cligibility for the Safe Harbor Limit ofup fo
$18.000,000 {an additional $16,200,000) pursuant to {b) — transmission reservation capacity
- based on the following circumstances:

i
i)

i)

the current and future ~favorable” circumstances within the SPP region and
national outlook for renewable resources,

the fact that wind resources in north central Kansas will bring additional fuef
diversity to the SPP region and Empire,

the cumulative projected Base Plan Funding ro Empire for this designated
resource {up to $18,000,000) and the most recent latan H and Plum Powt
resources (projected to be approximately $12,000,000) wouid be $30.000,000
which is less than the $36,000,000 {200 MW x $180,000/MW) cligible funding
for just the latan 1, and Plum Point designated resources alone,

designated resources are modeled in the same manner by SPP regardless of the
fuel source, and

the Cloud County Wind Farm is expected to have an annuatized capacity
utilization factor of approximately 40%, which is greater than and/or comparable
to peaking/combined cvele natural gas fired units that are typically eligible tfor
the full Safe Harbor Limit funding amount,

This Waiver request be reviewed by the CAWG, MOPC, and RSC and decided upon by the

SPP Board

of Directors no later than the October 30, 2007 SPP Board of Directors meeling

in Tulsa, Qklahoma, and

That ia the

event this Waiver is denied and that similar waivers are approved i the future or

tarfT modifications/policy changes are made that would have affected this Walver request,

Empire requests that the $PP Board of Directors reconsider Empire’s Waiver request.
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Fripire appreciates the effons of SPP staff, the CAWG, RSC, MOPC, and Board of Directors in
caretully evaluating and discussing cach waiver and the related policics. Empire representatives
will be available to discuss this Watver request at furure CAWG, RSC, RTWG, MOPC and BOD

meetings.
Thank you in advance for vour assistance and rimely consideration of this request.
Empire looks forward 1o SPP stafl’s recommendation and the Board of Directors” decision, and

finalization of the service agreements refated to this new and important designated resource for the
customers of The Empire District Electric Company and the Southwest Power Pool region.

Singerely,
/ /’/
B oA Yl it

Rick MeCord
Director, Supply Management

ol Harold Colgin B, Empire Vice President of Energy Supply
aMike Paimer, Empire Vice President of Commercial Operations
Bary Warren, Empire Director of Transmission Policy and Compliance



