KCP&L GREATER MISSOURI OPERATIONS COMPANY

For Its Operations serving the territories it formerly served as Aquila  Networks-MPS (“MPS”) and as Aquila Networks-L&P (L&P)
BALANCING METHODOLOGY

Jurisdictional Identification:  KCP&L Greater Missouri Operations Company (“GMO”) For All Territories It Formerly Served as L&P and MPS 

HOURLY BALANCING METHODOLOGY:
The purpose of the hourly balancing methodology is to assign purchased power costs to MPS and L&P as well as to further distinguish purchased power and generation resources between native load and wholesale margin sourcing.  The methodology can be broken down to 4 key steps as follows:
Step 1:
Identify the hourly load requirement of MPS and L&P control areas individually.  Load requirement can be broken down to generation and interchange net load.  Any auxiliary or plant usage (e.g., negative net generation) is added to the respective division’s load requirement.

Step 2:
Assign coal generation and firm contract resources to the divisions.

· Coal generation and firm contracts will be split into 4 groups - MPS minimum load, MPS generation & firm contracts, L&P minimum loads, and L&P generation and firm contracts.

· Within these 4 subgroupings, all resources are sorted from least expensive cost per MWh to most expensive cost per MWh.

· The MPS load requirement (identified in Step 1) is reduced first by resources in the MPS minimum load grouping and then the MPS generation & firm contract grouping until the load requirement is reduced to 0 MWh or all MPS resources are used.  Assignment is made from within the subgroups based on pricing with lowest cost resource assigned first, then the next lowest price resource, and so on until all resources are assigned.
· The L&P load requirement (identified in Step 1) is reduced first by resources in the L&P minimum load grouping and then the L&P generation & firm contract grouping until the load requirement is reduced to 0 MWh or all L&P resources are used.  Assignment is made from within the subgroups based on pricing with lowest cost resource assigned first, then the next lowest price resource, and so on until all resources are assigned.
· Any resources unused at the end of Step 2 are moved to Step 3 as a resource.

· Generation imbalances with the Southwest Power Pool (“SPP”) Energy Imbalance Market (“EIM”) are included in Step 2 if from coal generation and are assigned based on price within the generation & firm contracts subgroupings. 

Step 3:

Assign non-firm purchased power and non-coal generation to the divisions.  Non-coal generation includes any SPP EIM imbalance on a non-coal generating unit.  Non-firm purchased power includes any SPP EIM hourly purchase.
· Calculate an open load allocation percentage for MPS and L&P based on each division’s open load requirement at the end of Step 2.

· Sort all available resources (non-firm purchased power, non-coal generation, and coal generation or firm purchased power not assigned in Step 2 from least expensive cost per MWh to most expensive cost per MWh.

· Beginning with the least expensive resource, assign each resource to MPS and L&P based on the open load requirement percentage.  Each division will receive the allocation percentage of each resource until the load requirement is 0 MWh.

This step will create a potential for replacement power between the two divisions if coal or firm contract resources from one division are utilized by the other division.  For example, if L&P is assigned Sibley coal generation in Step 3, L&P may be required to replace the Sibley power before participating in an off-system sale opportunity.  Replacement power is handled in Step 4.

Step 4:
Allocate off-system sales between MPS and L&P and assign resources for supplying the sale.  Off-system sales include any SPP EIM hourly sales.
Off-system sales activity will be divided into two (2) subgroups:  committed sales and non-firm sales.  The committed sales grouping is sourced before the non-firm sales grouping.

Currently, GMO has only 1 committed sale – WAPA SWAP contract.  The WAPA contract is with counterparty TEA.  MPS provides the power to TEA customers and in exchange power is supplied to Black Hills Corporate (formerly the Aquila Division West Plains Energy Colorado).  The MPS sale is assigned a resource based on the least expensive resource available at the beginning of Step 4.  The revenue from WAPA is calculated outside the balancing routine and is based on a contractual price which includes a FERC fuel clause component.   The revenue and cost are recorded in PeopleSoft accounts specifically assigned to track the WAPA SWAP margin (revenue is account 447035 and cost is account 555035).

After committed sales are sourced, non-firm off-system sales are sourced from the remaining resources.  The sale is assigned to MPS or L&P based on the resources available.   All generation (coal, gas or oil generation) and firm purchased power is assigned to the division where the asset resides.  Non-firm purchased power is allocated between MPS and L&P based on the hour’s load requirement after any resource replacement has been assigned.

The hour’s load requirement allocation is the percentage of each division’s load requirement (identified in Step 1) over the total system load requirement for the hour.  This allocation percentage would look only at the system generation and net interchange load for the hour and ignore any net auxiliary.

Replacement power occurs when coal generation or firm contract MWhs are assigned from one division to the other in Step 3 or in Step 4 for a committed sale.  Before the load requirement allocation is assigned to non-firm purchased power in Step 4, an equal amount of step 4 non-firm purchased power resources is assigned to the Division giving up the resource in Step 3 or 4 (committed sale) equal to the cost of the Step 3 or 4 assigned resources.  After the replacement cost is assigned in Step 4 non-firm sales (thereby providing the giving Division opportunity at the related sale), any remaining non-firm purchased power is allocated between MPS and L&P based on the load requirement allocation percentage.

Once all resources are assigned to MPS and L&P, a corresponding number of each sale’s MWhs for the hour are assigned to the respective divisions.
The resources in Step 4 are assigned based on cost with the least expensive resource assigned first and each resource thereafter assigned based on the Step 4 rules with the next least expensive resource assigned until all resources are assigned. 
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