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August 1 294

U. §. Nuclear Regulatory Commission
Attn: Mr. Ira Dinitz

Mail Stop 12-E-4

Washington, DC 20555

Subject: Licensee Guarantees of Payment of Deferred Premiums
Cooper Nuclear Station
NRC Dock No. 20-298. DPR-46

Gentlemen:

In accordance with the requirements of 10 CFR Part 140.21, relative to deferred
insurance premiums, the kebraska Public Power Disti‘ct submits the following
information which, we believe, demonutrates our ability to obtain funds in the amount
of $10 million for payment of such premiums within the specified three month period.

The Nebraska Public Pewer District his renewed a Credit Agreement, which is included
as an enclosure, with the American Nsational Bank and Trust Company of Chicago, which
indicates that said bank will lend the Digtrict funds, not to exceed $5 million as
specifically required to pay pubiic liability claims arising from nuclear incidents.
This Credit Agreement is salid through July 31, 1995, at which time the District will
submit the appropriate documentation to verify the guarantee requirements for the
following year.

Midwest Power Systems, under the terms f a power purchase contract, has acknowledged
its respcasibility to assume 50 percent of the retrospective premium requirements in
an amount not to exceed $5 million in one year. Midwest Power Systems has chosen to
utilize the type of guarantee defined in 10 CFR 140.21 (e). Therefore, as enclosures
to this letter, we are submitting the following documents in support of 50 percent of
the required $10 million premium.

1. Midwest Power Systems, Inc. 1993 Annual Report to the Securities and Exchange
Commission - Form 10-K

2. Five Year Financial Forecast dated November, 1993 for Mildwest Resources, the
holding company of Midwest Power Syste.is.

We believe that the enclosed information is sufficient to demonstrate our ability to
generate the necessary funds required by the deferred premium; however, should you
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CRECIT AGREEMENT

CREDIT AGREEMENT, dated as of August 1, 1994, between
NEBRASKA PUBLIC POWER DISTRICT (herein called the "District") and
AMERICAN NATIONAL BANK AND TRUST COMPANY OF CHICAGO (herein
called the "Bank").

The District desires to provide for future borrowings, and
the Bank is willing to commit to lend to the District, upon the
terms and conditions herein set forth, the aggregate sum of up to
$5,000,000, in such installments and at such times as hereinafter
provided, to be evidenced by notes of the District therefor.

In consideration of the foregoing and the covenants and
conditions herein contained, the parties thereto agree as fol-
lows:

1. Definitions. The following terms shall, for all
purposes of this Credit Agreemen' , have the following meanings:

"Act" shall mean the Public Power and Irrigation
District Law, constituting Article 6 of Chapter 70 of the Revised
Statutes of Nebraska, as amended and supplemented.

"Electric Resolution" shall mean the resolution enti-
tled "Electric System Revenue Bond Resolution" adopted by the
Board of Directors of the District on August 22, 1968, as sup-
plemented or amended in accordance with the terms thereof.

"Electric System Bonds" shall mean Electric System

Revenue Bonds of the District authorized to be issued under the
Electric Resolution.

"Electric System General Reserve Fund" shall mean the
Electri~ System General Reserve Fund established in Section 502

of the Electric Resolution.

"Loans" shall mean the loans provided for in this
Credit Agreement.

"Note or Notes" shall mean any note or notes, as the
case may be, issued pursuant to this Credit Agreement by the
District to evidence any Loan.

"Note Resolution" shall mean the resclution of the
District entitled "“Resolution Authorizing $5,000,000 Bank Credit
of 1994," adopted July 8, 1994 authorizing the issuance of the
Notes and authorizing the execution and delivery of this Credit
Agreement, a true and correct copy of which resolution is annexed
hereto as Annex A.



2. Commitment to Lend. The Bank hereby agrees, upon
the terms and conditions herein set forth, to make one or more
Loans to the District, in accordance with the provisions of this
Credit Agreement, on or before July 31, 1995 in an aggregate
principal up to, but not exceeding $5,000,000, each Loan to be in
the principal amount of not less than $250,000.

3. Borrowings. The District shall give the Bank at
least two (2) days prior notice of the date and amount of each
borrowing hereunder. Each borrowing pursuant thereto shall take
place at the principal office of the Bank at LaSalle and
Washington Streets, Chicago, Illinois. Not later than 11:00 a.m.
on the date of each borrowing, the Bank shall, subject to the
terms of this Credit Agreement, make available t¢ the District,
Federal Reserve or other immediately available funds in the prin-
cipal amount being borrowed, upon delivery to the Bank of a Note
in such principal amount.

4. The Notes. Each Note shall be designated as
"Electric System Note, Series NRC of 1994," shall be payable to
the order of American National Bank and Trust Company of Chicago,
shall be dated the date of its delivery, shall be payable one
year from its date of issue (subject to optional prepayment as
provided in Section 8 hereof), and shall bear interest (payable
on the first day of each January, April, July and October) on the
inpaid principal amount thereof from its date fluctuating at the
rate per annum equal to 87% of the rate of interest announced or
published publicly from time to time by the Bank as its base rate
or equivalent rate of interest. Such interest rate shall be com-
puted on the basis of a 365/366-day year.

The Notes shall be executed on behalf of the District
by the manual signature of its Chairman, Vice Chairman,
President, Treasurer or Assistant Treasurer and its corporate
seal shall be affixed, imprinted, engraved or otherwise repro-
duced thereon and attested by the manual signature of its
Secretary or any Assistant Secretary and shall be otherwise in
substantially the form annexed heretc as Annex B.

5. Commitment Fee. The District shall pay to the Bank
as a commitment fee contemporaneously with the execution of this
Credit Agreement the sum of $5,000.

6. Tax Indemnification.

(i) The parties intend that the Bank shall receive
in respect of the Notes amounts equal to the principal thereof
and interest thereon as provided hereunder, when due, without
deductions, penalties, charges, or withholdings as a result of
the imposition of any federal income or similar federal tax
imposed on the Bank as a holder of any of the notes (collec~-
tively "Taxes").



Any such Taxes shall be paid by the District. The District will
pay the Bank the amounts necessary such that the net amount of
the principal and interest received and retained by the Bank is
not less than the amount payable under this Agreement had such
Taxes not been imposed.

1f, notwithstanding the previous two sentences, the Bank pays any
such Taxes, the Bank will furnish to the District official tax
receipts or evidence of payment of all such Taxes and the
District will promptly reimburse the Bank therefor.

(ii) If the Internal Revenue Code of 1986, as amended,
(the "Code"), or any other federal income tax law, rule, regula-
tion, or governmental interpretation thereof hereaiter enacted,
adopted or issued, other than any such change mentioned in (iii)
below, when affecting the Bank as a holder of the Notes or com-
pliance by the Bank as a holder of the Notes with such,

(a) subjects the Bank to any tax, duty, charge, or
withholding due on the principal of or interest on the Notes
or changes the basis of taxation of payments to the Bank in
respect of the principal of or interest on the Notes, in-
cluding, without limitation, the effect of any limitation on
the deductibility of interest on the funds obtained to
purchase or carry the Notes; or

(b) imposes any other condition or circumstance the
result of which is to increase the cost to the Bank of pur-
chasing, funding or carrying the Notes, or reduces any
amount receivable by the Bank in connection with the prin-
cipal of or interest on the Notes or requires the Bank to
make any payment calculated by reference to the amount of
the Notes or interest received by it in an amount deemed
material by the Bank;

then, within thirty days of demand by the Bank, the District
shall pay the Bank an amount which will be equal, on an after-tax
basis to the Bank (taking into account any taxes payable by the
Bank on such amount), to (a) that portion of such increased cost
incurred or (b) the amount or reduction in an amount received
which the Bank determines is attributable to purchasing, funding
or carrying the Notes to the extent of the principal amount
thereof outstanding from time to time. The effect of any such
increased cost which is imposed on the Bank ga2necrally may be
allocated to the Notes on any reasonable basis in the discretion
of the Bank.

(iii) If at any time or times while the Bank is the
Holder of the Notes there is a change in the maximum marginal tax
rate (the "Tax Rate") at which the Bank could be taxed for fed-
eral income tax purposes, the interest rate on the Notes shall be



decreased (in the case of a decrease in the Tax Rate) to an in-
terest rate equal to the product of (i) the interest rate on the
Notes in effect immediately prior to a change in the Tax Rate
times (2) a fraction (expressed in decimals) the numerator of
which is the number one (1) minus the applicable Tax Rate after
such change and the denominator of which is the number one (1)
minus the Tax Rate which had been in effect prior to such change
in the Tax Rate.

(iv) Notwithstanding any of the other provisions of
this Agreement, if the District has paid the additional amount
specified in (ii) and (iii) above, the District shall not be
obligated to pay or reimburse the Bank for any tax on the income
of the Bank to the extent that such income tax is attributable to
the inclusion in the gross income of the Bank for federal tax
purpcses of interest on the Notes as if such interest had been
timely reported and timely paid.

7. Conditions Precedent to Loans. The Bank shall not
be obligated to make any l-an unless at the date specified for

the making thereof the District delivers to the Bank:

(a) Tho opinion of the General Counsel to the
District, dated as of such date, to the effect that:

(1) There is no litigation pending in any court,
either State or Federal, guestioning the creation, or-
ganization or existence of the District or the validity
of this Credit Agreement or the Note being issued to
evidence such Loan; and

(ii) The District has the power to borrow the
amount being loaned; to execute and deliver this Credit
Agreement; to evidence the Loans by its Notes to be
made and delivered in accordance herewith, and to per-
form and observe all of the terms and conditions of
this Credit Agreement on its part to be performed and
observed; and

(b) A certificate of the Chairman, President,
Treasurer or Assistant Treasurer of the District, dated as
of such date, to the effect that the representations and
warranties of the District contained in Section 15 of this
Credit Agreement are true and correct as of such date; and

(¢) A certificate of the Chairman or President or
Treasurer or Assistant Treasurer of the District, dated as
of such date, setting forth the aggregate amount of bonds
and notes of the District that will be outstanding immedi-~
ately after the issuance of the note then being issued and
stating that no default has occurred in the payment of prin-
cipal of or interest on any indebtedness for borrowed money

- -
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(d) The opinion of Mudge Rose Guthrie Alexander &
Ferdon, Bond Counsel to the District, dated as of such date,
substantially in the form annexed thereto as Annex C;

(e) A certificate as to Arbitrage, dated as of such
date, in accordance with the provisions of the Code; and
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amended and as compiled in 42 U.S.C. Section 2210 and pertinent
subsections of 42 U.S.C. Section 2014, as amended) and certain
regulations of the Nuclear Regulatory Commission (10 C.F.R. Part
140, as amended in particular by 42 Fed. Reg. 46-54 (January 3,
1977)) or any act or regulation supplemental thereto or amenda-
tory thereof.

10. Payment. The obligation to pay the principal of
and interest on the Notes and the other amounts payable hereunder
is a special obligation of the District payable solely from such
amounts in the Electric System General Reserve Fund as may be
available therefor under the District’s bond resolutions then
outstanding; provided, however, that such obligation to pay the
principal of and interest on the Notes and the other amounts
payable hereunder from amounts in the Electric System General
Reserve Fund shall be subject and subordinated in all respects to
the pledge of the Revenues (as defined in the Electric
Resolution), moneys, securities and funds created by the Electric
Resolution and, provided, further, that the obligation to pay the
principal of and interest on the Notes and the other amounts
payable hereunder from amounts in the Electric System General
Reserve Fund shall be subject and subordinated to any payments
which shall at any time be reguired to be made from Electric
System General Reserve Fund pursuant to Section 713 of the
District’s Power Supply System Revenue Bond Resolution, adopted
by the Board of Directors of the District on September 29, 1972,
as supplemented and amended in accordance with the terms thereof.
The District shall duly and punctually pay or cause to be paid
from the Electric System General Reserve Fund, in Federal Reserve
or other immediately available funds, the principal of the Notes,
the interest thereon and the other amounts payable hereunder at
the dates and place and in the manner provided herein and in the
Notes according to the true intent and meaning thereof. If the
principal of the Notes becomes due and payable on a Saturday or
Sunday or a day which is a Bank holiday, such payment shall be
made on the next succeeding Bank business day and the extension
of time for payment shall be included in computing interest in
connection with such payment.

11. All of the Bank’s rights and remedies under this
Credit Agreement are cumulative and non-exclusive. The
acceptance by the Bank of any partial payment made hereunder
after the time when any of District’s Loans become due and
payable will not establish a custom, or waive any rights of the
Bank to enforce prompt payment thereof. The Bank’s failure to
require strict performance by the District of any provision of
this Credit Agreement shall not waive, affect or diminish any
right of the Bank thereafter to demand strict compliance and
performance therewith. Any waiver of an event of default
hereunder shall not suspend, waive or affect any other event of
default hereunder.



12. Rate Covenant. The District covenants and agrees
with the Bank that so long as any credit shall be available here-
under or any Note or interest thereon is unpaid it shall comply
for the benefit of the Bank with requirements of Section 712 of
the Electric Resolution.

13. Negative Covenants of the District. The District,

if and so long as credit shall be available hereunder or any Note
or interest thereon is unpaid, will not alter, amend or repeal
the Note Resolution, or take any action impairing the authority
thereby or hereby given with respect to the issuance and payment
of the Notes.

14. Tax Covenant. In order to maintain the exclusion
from gross income for purposes of federal income taxation of
interest on the Notes, the District shall comply with the pro-
visions of the Code applicable to the Notes, including without
limitation the provisione of the Code which prescribe yield and
other limits within which the proceeds of the Notes and other
amounts are to be invested and require that certain investment
earnings on the foregoing be rebated on a periodic basis to the
Treasury Department of the United States of America. The
District shall not take any action or fail to take any action,
which would cause the Notes to be "Arbitrage Bonds" within the
meaning of Section 148(a) of the Code.

18. epresentations a Wa ties. The District rep-
resents and warrants that:

(a) The District has the power to borrow the amount
provided for in this Credit Agreement; tc execute and de-
liver this Credit Agreement; to evidence the Loans by its
Notes to be made and delivered in accordance with the pro-
visions hereof and to perform and observe all of the terms
and conditions of this Credit Agreement on its part to be
performed and observed;

(b) The making and performance by the District of this
Credit Agreement will not violate any provision of the Act,
or any bond or note resolution of the District, or any
regulation, order or decree of any court, and will not
result in a breach of any of the terms of the petition for
creation, as amendeda, of the District or any agreement or
instrument to which the District is a party or by which the
District is bound; and

(¢) The District, by adoption of the Note Resolution

has duly authorized the borrowing of the amount provided for
in this Credit Agreement, the execution and delivery of this

Credit Agreement, and the making and delivery of the Notes

to the Bank as herein provided; and to that end the District
warrants that it will take all action and will do all things

- -



which it is authorized by law to take and to do in order to
fulfill all covenants on its part to be performed and to
provide for and to assurc payment of the Loans as herein

provided.

16. Acceleration of Due Date Upon Default. If one or
more of the following events of default shall occur and be
continuing:

(a) Default shall occur and be continuing in the pay-
ment when due of any principal or interest on any Notej

(b) Any representation or warranty made herein or pur-
suant hereto shall prove to be untrue in any material
respect;

(c) Default shall occur in the performance of any of
the other covenants or agreements of the District contained
herein, and the act or omission creating such default shall
continue for a period of 30 days after written notice there-
of shall have been given to the District; or

(d) Default shall be made in the payment of the prin-
cipal of or interest on any Electric System Bonds when due,
and as a result of such default, the maturity of such Bonds
is accelerated;

then, and in any such event, the Bank shall have the right to
declare the principal of and all interest then accrued on all
Notes to be due and payable immediately, and upon such declara-
tion the Notes and the interest accrued thereon shall become due
and payable, anything in this Credit Agreement or in the Notes
contained to the contrary notwithstanding.

17. Defeasance. If the District shall pay or cause to
be paid, or there shall otherwise be paid, to the Bank the prin-
cipal of and interest on the Notes at the times and in the manner
stipulated herein, then the covenants, agreements and other
obligations of the District hereunder shall thereupon cease,
terminate and become void and be discharged and satisfied. I
moneys sufficient to pay the principal amount of the Notes and
interest thereon until maturity or a date fixed for repayment
shall have been paid to the Bank for application to such purpose,
the Notes and the interest thereon shall be deemed to have been
paid within the meaning and with the effect expressed in this
Section. Amounts so set aside and held may be invested in obli=-
gations of, or guaranteed by, the United States of America,
provided, however, that said obligations shall mature not later
than the maturity date of the Notes. All earnings from such
investments shall be paid over to the District, as received, free
and clear of any trust, lien or pledge.




18. Notices. All notices under this Credit Agreement
shall be in writing and written notices shall be deemed to have
been duly given if delivered or mailed by registered mail, in the
case of the District, at Box 499, Columbus, Nebraska 68601,

Attention: President, and in the case of the Bank, at its prin-
cipal office at LaSalle and Washington Streets, Chicago, Illinois
60690, Attention: Steven H. Abbey.

19. Counterparts. This Credit Agreement may be exe-
cuted in any number of counterparts, and all such counterparts
executed and delivered, each as an original, shall constitute but

one and the same instrument.

IN WITNESS WHEREOF, the District and the Bank have
caused this Credit Agreement to be duly signed on their respec-
tive behalf by their officers thereunto duly authorized, all as
of the date and year first above written.

NEBRASKA PUBLIC POWER DISTRICT

o Toddl £ bk

Treasurer

[SEAL]

Attest:

Assistant Secretary

AMERICAN NATIONAL BANK AND
TRUST COMPANY OF CHICAGO

[ SERL
“OFFICIAL SEAL”
BAKBARA A MULCAHY

NOTARY PUBLIC, STATE OF ILLINOIS
My Commission Fxnires 06/06/98

Vice President

Attest: Vs
/s 4
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ANNEX A

Resolution Authorizing $5,000,000 Bank Credit of 1994

Be it Resolved, by the Board of Directors of Nebraska
Public Power District, as follows:

Section 1. Pursuant to the Public Power and Irrigation

District Law, Article 6 of Chapter "0 of the Revised Gtatutes o.
Nebraska, as amended and supplement nerein called the "Act"),
Nebraska Public Power District (her alled the "District")

shall be authorized to enter into a credit agreement (herein
called the "Credit Agreement") for one or more loans in an aggre-
gate principal amount up to, but not exceeding, $5,000,000 from
American National Bank and Trust Company of Chicago (herein
called the "Bank") in substantially the form submitted at this
meeting, to which shall be annexed, as Annex A, a copy of this
resolution adopted by the District. Each loan shall be made in
the principal amount of not less than $250,000 on any date on or
before July 31, 1995; provided that the District shall give the
Bank two (2) days prior notice of the date and amount of each
borrowing and shall be evidenced by an Electric System Note,
Series NRC of 1994 (herein called a "Note"; all Notes made under
the Credit Agreement are herein collectively called the "Notes")
of the District in the aggregate principal amount of each loan,
which Note shall be issued and delivered by the District to the
Bank in the principal amount and on the date of the loan evi~-
denced thereby. Each Note shall be payable to the order of the
Bank from the sources set out in Section 10 of the Credit
Agreement, shall be dated the date of its delivery, shall be
payable one year from its date of issue (subject to optional pre-
payment as a whole or in part, at any time or from time to time,
without penalty or premium, as provided in the Credit Agreement)
and shall bear interest (payable on the first day of each
January, April, July and October and upon maturity) on the unpaid
principal amount thereof from its date fluctuating at the rate
per annum equal to 87% of the rate of interest announced or
published publicly from time to time by the Bank as its base rate
or equivalent rate of interest. Interest is to be computed on
the basis of a 365/366-day year. Each Note shall be in
substantially the form set forth in Annex B to the Credit
Agreement.

Section 2. The proceeds of the Notes shall be applied
by the District to the purpose and in the manner provided in
Section 9 of the Credit Agreement.

Section 3. The President, any Vice President, the
Treasurer, and the Assistant Treasurer of the District are each
hereby authorized to execute the Credit Agreement and the
Secretary, or any Assistant Secretary, are each hereby authorized
to affix the seal of the District on the Credit Agreement.

A=1



Section 4. The Chairman, Vice Chairman, President,
Treasurer or Assistant Treasurer of the District are each hereby
authorized to execute the Notes by manual signature and the
Secretary or any Assistant Secretary are each hereby authorized
to cause the seal of the District to be affixed, imprinted, en-
graved or otherwise reproduced on the Notes and to attest the
same. Any of the foregoing officers are hereby authorized to
deliver the executed Notes in accordance with the provisions of
the Credit Agreement.

Section 5. The Chairman, Vice Chairman, President,
Treasurer or Assistant Treasurer of the District and the
Secretary or any Assistant Secretary are, and each of them hereby
is authorized to do and perform all things and to execute ali
papers in the name of the District or otherwise, as they deem
advisable, and to make all payments, necessary or convenient in
their respective opinions, to the end that the District may carry
out the objects of this resolution and its obligations under the
terms of the Credit Agreement and of the Notes.

A-2



ANNEX B
(FORM OF NOTE)
NEBRASKA PUBLIC POWER DISTRICT
ELECTRIC SYSTEM NOTE, SERIES NRC OF 199_

No. $

FOR VALUE RECEIVED, the undersigned, NEBRASKA PUBLIC
POWER DISTRICT (the "District"), a public corporation and polit~
ical subdivision organized and existing under and by virtue of
the laws of the State of Nebraska, hereby promises to pay to the
order of American National Bank and Trust Company of Chicago (the
"Bank") on , 19 upon presentation and sur-
render of this Note at the principal office of the Bank, the
principal sum of Dollars ($ ¥,
in lawful money of the United States of America, and to pay
interest (payable on , 19 and quarterly there-
after on the first day of each January, April, July and October
and upon maturity) on said principal sum at said office in like
money from the date hereof fluctuating at the rate per annum
equal to 87% of the rate of interest announced or published
publicly from time to time by the Bank as its base rate or
equivalent rate of interest. Such interest shall be computed on
the basis of a 365/366~day year.

This Note is a special obligation of the District and is one
of a duly authorized issue of notes of the District (the "Notes")
issued and to be issued under and pursuant to the Public Power
and Irrigation District Law of Nebraska, as amended and supple-
mented (herein called the "Act"), and under and pursuant to a
resolution of the District, adopted July 8, 1994, entitled
Resolution Authorizing $5,000,000 Bank Credit of 1994 (the "Note
Resolution"), and under and pursuant to a Credit Agreement (the
"credit Agreement"), dated as of August 1, 1994 by and between
the District and the Bank.

The obligation to pay the principal of and interest on this
Note is a special obligation of the District payable solely from
guch amounts in the Electric System General Reserve Fund (as de-
fined in the Credit Agreement) as may be available therefor under
the District’s Bond resolutions then outstanding; provided, how-
ever, that such obligation to pay the principal of and interest
on this Note from the Electric System General Reserve Fund is
subject and subordinated in all respects to the pledge of the
revenues, moneys, securities and funds created by the Electric
Resolution (as defined in the Credit Agreement); and, provided,
further, that the obligation to pay the principal of and interest
on this Note from the Electric System General Reserve Fund is
subject and subordinated to any payments which shall at any time
be required to be made from the Electric System Ceneral Reserve
Fund pursuant to Section 713 of the District’s Power Supply

B~1
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ANNEX C

Nebraska Public Power District
Columbus, Nebraska

American National Bank and
Trust Company of Chicago
Chicago, Illinois

Gentlemen:

We have examined the record of proceedings relating to the
issuance of the §$ Electric System Note, Series NRC
of 1993, No. , dated , 19__ (the "Note"),
of Nebraska Public Power District (the "District"), a body cor-
porate and politic, constituting a public corporation and polit-
ical subdivision of the State of Nebraska.

The Note is issued under and pursuant to Chapter 70, Article
6, of the Revised Statutes of the State of Nebraska, as amended
(the "Act"), and under and pursuant *o a Credit Agreement (the
“"Credit Agreement"), between the District and American National
Bank and Trust Company of Chicago (the "Bank"), dated as of
August 1, 1994, authorized by a resolution (the "“Note
Resolution") of the District adopted on July 8, 1994 and entitled
"Resolution Authorizing $5,000,000 Bank Credit of 1994."

The Note is payable to the order of the Bank, matures on

, 19__ (subject to prepayment in accordance with the
terms of the Credit Agreement), and bears interest (payable on

, 19 and quarterly thereafter on the first day of
January, April, July and October and upon maturity) from its date
fluctuating at the rate per annum equal to 87% of the rate of
interest announced or published publicly from time to time by the
Bank as its base rate or equivalent rate of interest. Such
interest rate shall be computed on the basis of a 365/366-day
year.

The obligation to pay the principal of and interest on the
Note is a special obligation of the District payable solely from
such amounts in the Electric System General Reserve Fund (as de~
fined in the Credit Agreement) as may be available therefor under
the District’s bond resolutions then outstanding; provided, how-
ever, that such obligation to pay the principal of and interest
on the Note from the Electric fystem Reserve Fund is subject and
subordinated in all respects to the pledge of the revenues,
moneys, securities and funds created by the Electric Resolution
(as defined in the Credit Agreement; and provided, further, that
the obligation to pay the principal of and interest on the Note
from the Electric System General Reserve Fund is subject and
subordinated to any payments which shall at any time be requirzd

ol |



to be made from the Electric System General Reserve Fund pursuant
to Section 713 of the District’s Power Supply System Revenue Bond
Resolution, adopted by the Board of Directeors of the District on
September 9, 1972, as supplemented and amended in accordance with
the terms thereof.

We are of the opinion that:

1. The District is duly created and validity existing under
the provisions of the Act, with power to adopt the Note
Resolution, to enter into the Credit Agreement, to issue the Note
thereunder and to make and perform the covenants contained in the
Credit Agreement.

2. The Note Resolution has been duly adopted by the
District, is in full force and effect and is valid and binding on
the District and enforceable in accordance with its terms, and
the Credit Agreement has been duly authorized and executed by the
District, is in full force and effect, is valid and binding upon
the District and enforceable in accordance with its terms.

3. The Note has been duly authorized and issued by the
District in accordance with law and in accordance with the Note
Resolution and the Credit Agreement, and is a valid binding and
direct obligation of the District enforceable in accordance with
its terms and entitled to the benefit of the Act and of the
Credit Agreement.

4. The Internal Revenue Code of 1986 as amended (the
"Code") sets forth certain requirements which must be met sub-
sequent to the issuance and delivery of the Note for interest
thereon to be and remain excluded from gross income for purposes
of federal income taxation. Noncompliance with such requirements
may cause interest on the Note to be included in gross income
retroactive to the date of issue of the Note. The District has
covenanted tc comply with such requirements.

In our opinion, under existing law, and assuming compliance
with the aforementioned covenant, interest on the Note is ex-
cluded from gross income for federal and State of Nebraska income
tax purposes. The Note is not a "specified private activity
bond" within the meaning of Section $7(a) (5) of the Code and,
therefore, the interest of the Note will not be treated as a
preference item for purposes of computing the federal alternative
minimum tax imposed by Section 55 of the Code. However, we note
a portion of the interest on the Note owned by corporations may
be subject to the federal alternative minimum tax, which is based
in part on adjusted current earnings.




Except as stated 1n the preceding two paragraphs, we express
no opinion as to any federal or state tax consequences of the
ownership of, receipt of interest on, or disposition of the Note.

The opinions contained in paragraphs 2 and 3 above are
gqualified to the extent that the enforceability of the Note
Resolution, the Credit Agreement and the Note, respectively, may
be limited by any applicable bankruptcy, moratorium or similar
laws relating to the enforcement of creditors’ rights.

We have examined the Note, as executed, and, in our opinion,
the form of said Note and its execution are regular and proper.

Very truly yours,
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PART |

ITEM 1. BUSINESS
(a) General Development of Business

Midwest Power Systems [i y or Company), an | a pPOranoen the wholly owned utility subsidiary
of Midwest Resources Inc idwest Reso 1 July . 1992, lowa Power In iPR) and lowa
Public Service Company me d 1o and i FIC Were previou e uldily subsidianes
of Midwest Energy Compat and lowa Resources In wspectively n vember 7, 1990, IOR
and MWE merged into

(b) Financial Information About Industrv Segments

L " —_— | e 1 - : . ) ¥ AT £ MNadid
See Part | m 14 } 18, ncial Statement Schedules

onsolidated | [aements for nnancial mnformator

Narrative Description of Business
GENERAI

MPS 15 an lowa corporation which operates an electric division, Midwest Power, and a natural gas division,
west Gas. MPS is a regulated unlity that holds franchises to operate in various municipalities and has territorial
protection in other areas granied by state regulatory commissions. CBEC Railway Inc., an lowa corporation formed
in 1990, 1s a wholly owned subsidiary of MPS that was organized to own and operate rail facilities for the

transportaton of coal. CBEC Railway Inc. has not ¢t

CAPITAL EXPENDITURES Al FINANCING

A4 {

he Company made gross utility property additions of $624 million during the period January 1, 1989, to

Y
1|

December 31, 1993, of which $57 million was for Cooper capital improvements. $452 was for electric plant, $109

million was for gas plant and $6 million was for common plant tlity propentv retirements during the same

period amounted to $89 millior h $64 million was icable to electric plant, $23 million to gas plant
$2 million to common plant
I'ne Company's sources of capital are provided from funds generated intemnally and various extemal sources

G as commercial paper, bank

predecessor companies, IPS
IPR indenture and only $11
| ‘ { ret anding subject Lo th ndentu ' urther bond issuances will be
r the IPS and IPR indentures. The MPS indenture €ss restricuve than either of the two previous

At December 31, 1993, approximately 3981 millios adiuonal general morigage bonds could have
\\1;;\,. inden

complance with e dentu




MPS currently has authority from the Federal Energy Regulatory Commission (FERC) to issue (i) before July
1995, short-term debt in the form of commercial paper, bank notes, and notes to MWR or affiliated companies
of up to $250 million; (ii) $118 million of long-term debt in the form of general morigage bonds and pollution
control revenue bonds; and (iii) $15 million of preferred stock.

REGULATION

MWR is exempt from the Public Utility Holding Company Act of 1935. MWR's ex.emption is based upon
its filing with the Securites and Exchange Commission (SEC) in November 1990, an Initial Statement by Holding
Company Pursuant to Regulation 250.2 of the Public Utility Holding Company Aci of 1935, MWR maintains its
exemption by filing a Form U-3A-2 with the SEC each year.

MPS is a public utility within the meaning of the Federal Power Act and a natural gas company within the
meaning of the Natural Gas Act. Therefore, it is subject to regulation by FERC in regard 10 numerous activities,
including the issuance of secunties, accounting policies and practices, sales for resale rates and the establishment
and regulation of electric interconnecuons and transmission services. For the year ended December 31, 1993,
approximately 11.7 percent of the total electric revenues were sales for resale and subject to FERC regulation.
Natural gas revenues are not subject to FERC regulation.

MPS is subject to regulation by the lowa Utilites Board (IUB) and the South Dakota Public Utilities
Commission (SDPUC) as to electric and gas retail rates and service. lowa law authorizes the IUB to suspend new
rates for up to ten months beyond the date of initial filing. During the interim period of rate proceedings, statutory
authority in lowa allows for intenm rate increases, subject to refund, starting no later than 90 days from the initial
filing date. South Drkota law authorizes the SDPUC to suspend new rates for up to six months duning the
pendency of rate proceedings, however, the rates are permitied to be implemented after six months subject 1o
refund pending a final order in the proceeding.

In addition, lowa law requires that a certificate of convenience and necessity be obtained from *he IUB prior
to construction of a proposed electric generation station with a total capacity of 25 or more megawars. Need for
the station must be established and approval of the proposed site obtained before a certificate can be issued.

MPS’ electnc and gas operations are conducted under franchises (expiring in various years from 1994 to
2018), permits and licenses obtained from state and local authorities. Franchises for the largest communities
served by the Company extend to the year 2000 and beyond.

MPS has entered into a long-term power purchase contract with Nebraska Public Power District under which
it purchases one-half of the output of Cooper Nuclear Station (Cooper). Operations of Cooper are subject 10
regulation by the Nuclear Regulatory Commission (NRC). Refer to "Regulatory Environment” in “Management's
Discussion and Analysis of Financial Condition and Results of Operations” included in Part IV, ltem 14, for
discussion of recent NRC actions.

ENVIRONMENTAL MATTERS

The Company is subject 10 numerous legislative and regulatory environmental protection requirements
involving air and water pollution, was'c management, hazardous chemical use, noise abatement, land use and
aesthetics.

Essentially all utility generating units are subject 1o the provisions of the Clean Air Act Amendments of 1990
which address continuous emission monitoring, permit requirements and fees and emission of toxic substances.
The Company estimates capital costs of approximately $3 million and increased annual operations and maintenance
expense of approximately $2 million for compliance with these provisions. By the year 2000, some Company
coal-fired generating units will be required to install controls 10 reduce emissions cf nitrogen oxides. The
Company's present estimate of the costs of these controls is $33 million.



The United States Environmental Protection Agency and the lowa Department of Natural Resources have
determined that contaminated wastes remaining at centain decommissioned manufactured gas plant (MGP) facilities
may pose a threat to the public health or the environment if such contaminants are in sufficient quantities and at
such concentrations as to warrant remedial action. The Company could be invoived in up to 22 such sites. The
Company's present estimate of probable remediation costs at these sites 1s $15.5 mi'lion. The Company's current
gas rates in lowa provide recovery for MGP costs of $3.1 million or an annual basis.

As a user of polychlorinated biphenyls (PCBs), the Company 1s subject to governmental regulations pertaining
to the use, handling and proper disposal of PCBs. The Company is aware of three PCB sites in which it may be
involved. The Company anticipates recovery of any matenal expenditures from other responsible parties and
through rates.

For further information relating to the Company's Environmental Matters, reference 1s made to Pan IV, Iiem
14, Note (2)(b) of Notes to Consolidaied Financial Statements.

EMPLOYEES

On February 14, 1994, the Company had 2,832 full-time employees and 76 part-ume and temporary employees
for a wotal of 2,908 employees. Of that total, 1,553 were union employees.



ELECTRIC OPERATIONS

Midwest Power has been engaged in the generation, purchase, transmission, distribution and sale of electric
energy, serving 420,000 customers in 327 commurnities in lowa and six communiues in southeastem South Dakota.

Generation

Midwest Power's owned electric generating facilities are all located in lowa. The net accredited generating
capacity, along with the participation purchases and sales, net, and firm purchases and sales, net, are shown for

summer 1993 accreditatuon.

Plant

Sieam Electric Generating Plants:
George Neal Station
Unit No. 1
Unit No. 2
Unit No. 3
Unit No. 4
Ouumwa Unit
Louisa Unit
Council Bluffs Energy Center
Unit No. 1
Unit No. 2
Unit No. 3

Combustion Turbines:
Parr - 2 units
Electrifarm - 3 units
River Hills Energy Center - 8 units
Sycamore Energy Center - £ units
Pleasant Hill - 2 units

Nuclear Capacity Purchase:
Cooper Nuclear Station

Net Accredited Generating Capacity
Add: Parucipation Purchases and Sales, Net

Firm Purchases and Sales, Net
Adjusted Net Accredited Generating Capability

(1) Cooper Nuclear Stauon is owned by Nebraska Public Power District and the amount shown is
Midwest Power’s entitiement (50 percent) of Cooper’s accredited capacity under a power purchase
agreement extending to the year 2004. (Refer to Notes (1)(g) and (2)(a) of Notes 1o Consolidated

Percent

Ownership  Fuel — ___Capability (kW)

100.0
100.0
43.0
40.6
33.5
45.0
100.0

100.0
46.7

100.0
100.0
100.0
100.0
100.0

(D

Financial Statements included in Part IV, ltiem 14)

The annual hourly peak demand occurs during the summer period, principally as a result of air
conditioning use. Midwest Power's highest hourly peak demand in 1993 was 2,205 megawats (MW) in
August, 57 MW less than Midwest Power's record of 2,262 MW set in 1988 and 246 MW above the 1992

peak demand of 1,959 MW.

Coal
Coal
Coal
Coal
Coal
Coal

Coal
Coal
Coal

Gas/Oil
Gas/Oil
Gas/Oil
Gas/Oil
0il

Nuclear

Accredited Generating

135,000
300,000
221,450
247,500
237,180
292,500

46,000
88,000

27,100
186,100
127,200
148,000

389,000
2,830,400

(74,000)
2819



Midwesi Power is interconnected with certain lowa and neighboring utilities and is one of 43 uulites
involved in an electnc power pooling agreement known as the Mid-Continent Area Power Pool (MAPP),
The purpose of MAPP is to coordinaie the planning, construction and operation of generation and
transmission facilities, including the purchase and sale of power and energy among members. In addition,
Midwest Power and two other lowa investor-owned uti..des are partners in ENEREX, a general pannership.
ENEREX coordinates the purchase and sale of electric energy among the partners and handles the daily unit
commitment funcuon.

The transmission lines of Midwest Power, operating from 34,500 to 345,000 volts, totaled 3,591 circuit
miles at December 31, 1993,

In October 1992 the National Energy Policy Act (NEPA) was signed into law. NEPA, which allows all
electric generators 1o transport wholesale power across utilities’ transmission facilides, will promote
competition in the wholesale electric market. The increasingly competitive environment brings with it an
increase in risk. The Company is currently evaluating the law and its impact on Midwest Power. Refer 1o
the "Regulatory Environment” section of "Management's Discussion and Analysis of Financial Condition and
Results of Operations” in Part [V, Jtem 14, of this filing.

Generation by coal, nuclear, oil and natural gas as a percent of Midwest Power’s total net generation of
electricity dunng each of the last three calendar years and the average cost to the Company of those fuels
are as follows:

All Fuels
Year % of Generation Average Cost
Ended Coal Nuclear Gas/Oil (Mills per kWh)
1993 84 15 1 95
1962 75 24 1 9.1
1991 79 20 1 10.0

Fuel Supply

Midwest Power has contracts and commitments providing for the fumishing of coal in quantities which
are adequate, in the opinion of management, absent circumstances not now foreseen. Costs of coal are
subject to price adjustments under the existing contracts. All of the Company's wholesale sales (which are
pan of sales for resale) and retail sales of electricity are subject to energy adjustment clauses.

Approximately 50 percent of Midwest Power’'s coal needs for 1994 are expected to be met by coal
delivered under its five major coal supply contracts. The balance will be met with coal purchased on the spot
market.

Midwest Power's five major coal supply contracts under which deliveries are currently being received are
as follows:

Year In Which Contracted Annual
—Contract Expires —donnage (1)
1994 292,000-439,000 (2)
1998 730.000-893,000
1999 760,000-921,000 (3)
2001 360,000-633,000 (3)
2003 621,000-887,000 (3)

(1) Company's share only where contract pertains to jointly owned unit.
(2) Opuion to extend for 2 years.
(3) Tonnage varies per specified annual contract amounts.

b A



Midwest Power has contracts with rail shippers providing for the delivery of coal 10 its generating stations.
Recently, utilities in the Midwest, including Midwest Power, have been experiencing delays in the delivery
of coal from rail shippers. While the Company has been working with shippers, such delays, which have
been caused by the 1993 summer floods, cold winter weather and other factors relating to the shippers’
capabilities to deliver coal within specified delivery schedules have resulted in lower than normal stockpiles
at cenain of Midwest Power’s generating facilities. The Company does not anticipate any adverse impact
to its firm customers although it has reduced its icivities in the bulk sales market.

Natural gas and oil are used for peak demand electric generation and for standby purposes. These sources
are in adequate supply and available 10 meet the Company's needs.

Approximately 30 percent of the fuel in the core at Cooper Nuclear Station must be replaced every 18
months.

For additional informauon conceming electric operations, see "Unaudited Utility Statistics”, in Pant IV,
Item 14, of this filing.

NATURAL GAS OPERATIONS

Midwest Gas has been engaged in the procurement, transportation, and distribution of natural gas for
utilities and end-use customers primarily in the Midwest. With the implementation of FERC Orders 636,
636A and 636B (Order 636 or Orders) related to the regulation of natural gas interstate pipeline companies
on November 1, 1993, Midwest Gas began operating in a more competitive environment. Midwest Gas now
has complete responsibility for natural gas procurement, transportation and storage, a responsibility which
had previously resided with Midwest Gas’ interstate pipeline suppliers. These Orders directly impact the
operations, revenues and costs of local distribution companies (LDCs), including Midwest Gas, and create
new opportunities.

On August 31, 1993, Midwest Gas acquired the South Dakota distribution properties of Minnegasco, a
division of Arkla, Inc., and Minnegasco acquired Midwest Gas' Minnesota distribution properties. Refer to
"Midwest Gas Operations” in "Management’s Discussion and Analysis of Financial Condition and Results
of Operations”, included in Pant IV, Item 14, of this filing for more discussion of the exchange. As of
December 31, 1993, Midwest Gas was distributing natural gas at retail 1o 342,000 customers in 204
communities in lowa, 27 communities in South Dakota and 2 communities in Nebraska. Midwest Gas
distributes the natural gas through 10,378 miles of distribution mains and services. During the 1993-94
heating season, the Midwest Gas firm peak day sendout was 539,000 MMBtu. Refer to "Unaudited Utility
Staustics” in Part IV, ltem 14, for additional information related to Midwest Gas’ natural gas operations.

Refer to "Regulatory Environment” in "Management's Discussion and Analysis of Financial Condition and
Results of Operations” included in Pant IV, Item 14, for further discussion of the impact of Order 636.



Fuel Supply and Capacity

With the implementation of FERC Order 636, Midwest Gas purchases the majority of its supplies either
directly from producers or from third-party marketers. Midwest Gas uses a geographically diverse supply
portfolio with varying terms to ensure system reliability. The term and geographic mix of contracted supplies
are shown in the following table:

Long-Term Shon-Tema Spot Market
(More Than | Year) (Less Than | Yearr (DailyMonthlv) Total
Texas/Oklahoma 23% 4% 36% 63%
Canada 29% 4% 2% 35%
Other o it 2% —
Total 2% 8% 0% 100%

In preparation for the increased supply responsibilities under Order 636, Midwest Gas increased its natural
gas inventory for the 1993-94 heating season. In the future, Midwest Gas will be able to more accurately
determine its natural gas needs for operating under the rules of Order 636 via improved telemetenng
techniques and after it and other involved parties gair. expenience in the new environment

Midwest Gas maintains contracts for transportation capacity from three pipelines: Northem Natural Gas
Company (NNG), Natural Gas Pipeline Co. of America (Natural), and ANR Pipeline Company (ANR).
Contracts with NNG provide delivery of 183,000 MMBtu per day of 12-month firm transport service and
131,100 MMBuw per day of seasonal firm transpon service (o meet winter peak demands. Contracts on a
firm delivery basis with Natural are 60,700 MMBtu per day of firm transport service and 18,800 MMBuu per
day of transportation and storage service dunng peak periods. Contracts with ANR provide for delivery of
6,600 MMBtu per day of firm transport service.

In addition, Midwest Gas also contracts for storage gas supplies. This storage gas is available primarily
duning the heating season and is delivered on either a firm or interruptible transponation contract. The
following table shows the quantities of storage gas supplies available from each storage provider:

Storage Total Storage Maximum Daily
Provider —(MMB) Withdrawal (MMBty)
NNG 6,000,000 135,000

Natural 3,048,500 36,700

ANR 359,900 4,800
Richfield 1,325,000 21,200

In order to meet peak day gas demand during winter months, two liquefied natural gas plants enable the
liquefaction and storage of gas during off-peak months for use during the heating season and provide
additonal maximum daily delivery capacity of 69,600 MMBtu. In addition, § propane-air gas peak shaving
plants, of which 4 are located in lowa and 1 in South Dakota, have 81,300 MMBtu maximum daily delivery
capacity.

Natural gas distribution facilities located in the Midwest experience significant seasonal demands. Sales
during the spring and summer months are traditionally lower than the fall and winter heating season. These
seasonal swings in demand result in additional availability of firm pipeline capacity during cernain parts of
the year. Midwest Gas has entered into numerous buy/sell arrangements which allow it to market its
available firm capacity during these periods. FERC also established a “capacity brokering” mechanism under
Order 636, which gives LDCs an opportunity to broker any unused capacities for various lerms,

A purchased gas adjustment clause, which exists in all jurisdictions, permits rates charged to a majority
of Midwest Gas' customers t0 be adjusted as natural gas transportation and supply costs change.
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ITEM 2. PROPERTIES

Reference is made to liem 1 (¢) "Electnc Operations” and "Natural Gas Operations” of this filing
conceming the properties of the Company.

It is the opinion of management that the principal depreciable utility properties owned by the Company
are in good cperating condition and well maintained.

The Mortgage and Deed of Trust of IPS as amended and supplemented constitutes a first mongage lien
on substantially all of the properties owned by the Company suuject only to excepted encumbrances. The
LiF> Ceneral Mortgage Indenture and Deed of Trust dated January 1, 1993, constitutes a junior lien on all
of the (‘ompany’s electric properties located in fowa subject to the IPS indenture and a first lien on all

remaintag and new electric properties in lowa. It will become a first lien on all lowa electnc properties when
the remaining $11 million of long-term debt outstanding issued under the IPS indenture is retired.

ITEM 3. LEGAL PROCEEDINGS
The Compary and its subsidiaries have no material legal proceedings except for the following:
:NViro

Reference is made to Iiem 1(c), "Environmental Matters,” and to Pant IV, Item 14, Note (2)(b) of Notes
1o Consolidaied Financial Statements.

4. FVOT F Y R

No matters were submitted to a vote of the Company's security holders during the fourth quaner of 1993,

-i0-



ITEM 5. MARKET FOR THE RECI .
STOCKHOL MATTE

Mark on ividends
The Company's outstanding common stock is held entirely by its parent company, MWR, and is no

publicly traded. The annual total of quarterly common stock cash dividends declared by the Company to
MWR in 1993 and 1992 were $63,551,000 and $73,944.N00, respectively

ITES ¢

Reference is made to Part IV of this report.

ITEM 7. MANAGEM ‘
RESU PERATIONS

Reference is made to Part IV of this rep 'n.

For the information reguired by Item 8 for the Company, including the (i) Consolidated Statements of
Income, (ii) Consolidated Statements of Cash Flows, (iii) Consolidated Balance Sheets, (iv) Consolidated
Statements of Capitalization, (v) Consolidated Statements of Retained Eamings, (vi) Notes to Consolidated
Financial Statements and (vii) Report of Independent Public Accountants, reference is made to Part IV of this

report.

None.

-11-
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PART Il
VE

NT

Information concerning the directors and executive officers of the Company 1s as follows:

(a) ldenufication
Served
Present in Present Served as
Name Age . Position Position Since Director Since
Russell E. Christiansen 58 Chairman, President and 1992 1992
Chief Executive Officer
Richard C. Engle 59  Executive Vice President, Midwest 1992 1992
Power-Generation and
Transmission and Director
Lynn K. Vorbrich 55  Executive Vice President, Midwest 1992 1992
Power-Distribution and Director
Philip G. Lindner 50  Group Vice President- 1992 1992
Administrative Services and
Director
Beverly A. Wharton 40  Group Vice President, 1992 1992
Midwest Gas and Director
John A. Rasmussen, Jr. 48 Vice President and General Counsel 1992 -
James R. Bull 52 Vice President 1992
James J. Howard 51 Vice President 1992 -
Lester A. Juon 55 Vice President 1992 -
" Roben L. Lester 52 Vice President 1993 -
Paul J. Leighton 40  Secretary and Assistant Treasurer 1992 -
J. Sue Rozema 41  Treasurer and Assistant Secretary 1992 -
Larry M. Smith 38  Controller 1932 -

Each director and executive officer serves an annual term of office. Officers are elected annually by the
Board of Directors. There are ne faruily relationships between the foregoing executive officers and direciors
of the Company, nor any arrangements or understandings between any director or officer and any other
person pursuant to which the director/officer was elected.

A2



(b) Business Experience During the Last Five Years and Directorships

Russell E. Chnisuansen

Richard C. Engle

Lynn K. Vorbrich

Philip G. Lindner

Beverly A. Wharton

Chairman and Chie! Executive Officer of MWR since 1992, President since
1590 and Vice Chairman and Chief Operating Officer of MWR from 1990 10
1962. Chairman and Chief Executive Officer of MWE from 1986 to 1990 and
Presicent from 1985 to 1990. Chairman, President and Chief Executive Officer
of MPS since 1992 Chairman and Chief Executive Officer of IPS from 1986
10 1992 and Chairman and Chief Executive Officer of IPR from 1990 to 1992.
Director of Norwest Bank lowa, N.A.

Executive Vice President of MPS since 1992. President and Chief Operating
Officer of IPS from 1990 10 1992, Senior Vice President and Chief Operating
Officer from 1987 to 1990.

Executive Vice President of MPS since 1992. President and Chief Operating
Officer of IPR from 1989 10 1992, Executive Vice President of [PR from 1986

10 1989,

Group Vice President of MPS since 1992. Senior Vice President of IPR from
1990 to 1992. Vice President of IPR in 1989. Prior to joining IPR in 1989,
Mr. Lindner served as Vice President and Chief Financial Officer for MacNeal
Hospital from 1987 1o 1989.

Group Vice President of MPS since 1992. Senior Vice President of [PS from
1988 10 1992. Vice President from 1985 tc 1988 and Secretary from 1984 10
1988.

Each of the officers not also serving as a director has been employed by the Company or one of its
predecessors, IPS or IPR, for more thaa five years in various officer capacities except for Larry M. Smith.
Mr. Smith has served as Controller of MPS since 1992. He was Controller of IPS from 1990 to 1992 and
Controller of MWE in 1990. From 1985 10 1990 he was Manager of Corporate Accounting for MWE and
was the acting Controller from 1988 to 1990.

13-



IT ILE 'TIVE COMPENSATION

The following table sets forth the compensation for services in all capacities o MWR and its
subsidianes for the fiscal years ended December 31, 1993, 1992 and 1991, of those persons who were, at
December 31, 1993, (i) the chief executive officer and (ii) the other four most highly compensated executive
officers of the Company ("named executive officers”). Poruons of the compensation shown in the following
table is recovered from affiliate companies for services rendered to them by the named executive officers or
through the sharing of costs through the MWR corporate allocation.

Summary Compensation Table

. nsation

Name and Principal Other Annual All Other

Position Year Salary($) Bonus($)(1) Compensation($)

Russell E. Christiansen 1993 383,333 39,105 5,310 40,048(2)
Chairman, President and 1992 380,000 0 0 38,570
Chief Executive Officer 1991 260,000 60,000 0 29,980

Richard C. Engle 1093 225,000 23,017 0 25,238(3)
xecutive Vice President 1992 224,000 0 4,583 24,201
1991 212,000 31,800 0 18,583

Lynn K. Vorbrich 1993 228,446 23,422 0 17,586(4)
Executive Vice President 1992 232,061 0 4510 16,947
1991 211,492 31,800 0 14978

Philip G. Lindner 1993 154,808 17,969 0 13,870(5)
Group Vice President 1992 155,446 0 3413 9923
1991 142,662 19,200 0 11,744

Beverly A. Wharton 1993 152,500 14,875 0 12,598(6)
Group Vice President 1992 136,000 0 2,132 9,835
1991 122,000 16,400 0 11,186

(1) Amounts shown for 1993 represent part of the estimated total incentive compensation award, which
cannot be presently determined. The balance of the actual award will be paid in 1994 at such time as
definitive corporate performance measures are calculated. See the Management Development Committee
Repon on Executive Compensation starting on page 15 for a discussion of the 1993 bonus.

(2) Consists of $15,000 as director fees, $22,050 for supplemental life insurance and a contribution by the
Company of $2,998 10 a defined contribution plan.

(3) Consists of $8,000 as director fees, $14,240 for supplemental life insurance and a contribution by the
Company of $2,998 to a defined contribution plan.

(4) Consists of $8,000 as director fees, $8,000 for supplemental life insurance and a contribution by the
Company of $1,586 10 a defined contribution plan.
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(53 Consists of $8,000 as dicctor fees, $3,685 for supplemental life insurance and a contribution by the
Company of $2,185 to a defined contribution plan.

(6) Consists of $8,000 as director fees, $1,600 for supplemental life insurance and a contribuuon by the
Company of $2.998 to a defined contribution plan.

MANAGEMENT DEVELOPMENT COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The Management Development Committee (Commitiee) of the MWR Board of Directors (Board of
Directors) has fumished the following report ¢n executive compensation. This commitiee, along with the
MWR Board of Directors as a whole, determines compensation for officers of the parent company and
affiliates. The term "Company” refers to MWR in this report.

The Management Development Committee 1s comprised of directors who are not current or former officers
or employees of the Company or any of its subsidiaries. The Committee has the following responsibilities:

I. Review the performance of senior management, including the Chief Executive Officer.

2. Review compensation, benefits, pension plans and other forms of indirect compensation for officers
and senior taanagenal employees.

3. Consider the needs for succession planning and adequacy of plans to assure continuity of the
Company's management.

4. Review, approve and recommend to the Board of Directors and administer various incentive
compensation plans, including annual and long-term plans.

The Company has a compensation policy which is designed to compensate management with salary,
incentives and benefits at levels generally competitive with comparative utility companies and general
industry. Comparative utility companies consist of those that are members of utility industry associations,
some of which may also be included in the published industry index referenced in the shareholder return
performance graph. Incentive plans and performance review processes are intended 1o encourage and reward
outstanding performance. The compensation policy and the goals set for incenuve plans are designed to
benefit shareholders and customers as well as to attract and retain highly qualified and capable executives.
In addition. the policy for establishing incentive compensation plans is intended 1o place a portion, ranging
from approximately one-fourth to one-half, of total compensation at risk.

The Committee annually reviews executive compensation in December of each year for the purpose of
determining base salanes for the next year. As par of its review, the Committee evaluates overall corporate
performance, including eamings, comparative utility and general industry compensation levels and salary
recommendations made by the Chief Executive Officer of the Company. The Commitiee then recommends
buse salariss 10 the Board of Directors. In January of each year, the Committee sets targets and goals for
the annual anc long term incentive compensauon plans for that year. In the second and third quarters of each
year, the Committee evaluates the attainment of targets and goals under these plans for the prececing year
and determines the ievel of incentive awards, if any. Exceptional individual performance may be additionally
rewarded under the noncash bonus award plan.

Base Salaries
The base salary for the named executive officers is determined by reference to the base salary paid to their

respective peers at other comparable uuiity companies, industry and national surveys and performance
judgments as to the past and expected future contributions of the individual executives. As a general
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guideline, base salaries for the named executive officers are targeted at the utility industry average for
comparative companies as determined through compensation surveys prepared by utility industry associauions.
In evaluating the performance of the named executive officers, the Committee considers their individual
contributions in achieving operaung and management efficiencies, applicable business unit performance and
individual performance. The Committee also considers iuanuiea.ent’s commitment to the long term growth
of the Company by focusing on the strategic opportunities of the utility and nonutility businesses and
developing plans to implement these strategies. Such strategic opportunities include those resuiting from
deregulation of cerain aspects of the natural gas and electrnic utlity businesses and the focusing of the
nonutility businesses on the Company’s core strengths,

In December 1992, the Committee reviewed with Mr. Christiansen the performance of each of the named
executive officers during 1992 and the base salary adjustments recommended by Mr. Chnstiansen. In
accordance with the recommendation of Mr. Chnstiansen, the Committee recommended to the Board of
Directors that the named executive officers, including Mr. Christiansen, not receive a base salary adjustment
for 1993 as a result of the Company not meeting its corporate performance goals for 1992, as discussed
below under Annual Incentive Compensation, with the exception of Mrs. Wharton who received an
adjustment due to a change in responsibilities and outstanding individual performance. The Board of
Directors concurred with the recommendations of the Committee.

In October 1993, the Committee recommended to the Board of Directors that base salary adjustments for
the named executive officers for 1994 be made effective November 1, 1993, in recognition of the Company's
significantly improved financial performance through the end of the third quarter and the expected year end
results. Individual adjustments ranging from two and seven-tenths percent to ten percent were determined
using the criteria discussed above. The Commitiece independently reviewed the performance of Mr.
Christiansen during 1993 and recommended to the Board of Directors that he receive a 1994 base salary
adjustment of five percent in recognition of his contribution in leading the Company and its combined
operations to greater operating and management efficiencies and significantly improved financial performance.
The Board of Directors concvired with the recommendations of the Committee.

Annual Incennve Compen‘ation

The Compar.y adopted a Key Executive Annual Incentive Compensation Plan for key employees, including
the named e¢«ecutive officers, effective in 1992, Individual awards under this plan are based on the
achievemen'. of specific individual, business unit and corporate performance goals which are revised annually.
For Mr. Ctristiansen, seventy-five percent of his award is based on overall corporate goals and twenty-five
percent on individual goals. For the other named executive officers with operations responsibilities, forty
percent of their awards are based on achieving business unit goals, forty percent on overall corporate goals
and twenty percent on individual goals. For the other named executive officers with staff responsibilities,
sixty percent of their awards are based on overall corporate goals and forty percent on individuai goals.
Corporate performance goals consist of a shareholder measure of targeted eamings growth with a minimum
eamings level to be achueved before any awards may be made and a customer measure of electric and gas
rate performance as compared to other specific utility companies. Business unit goals consist of unit
operations and maintenance cost measures and utility customer service measures, including service reliability
and responsiveness 10 customer needs. Individual goals are developed by cach of the other named executive
officers and reviewed by the Chief Executive Officer. The achievement of the corporate performance and
business unit goals is indexed on a sliding scale basis. As the goal is achieved and then exceeded, the index
scales up. A target award of twenty-eight percent of annual base salary will be made to the other named
executive officers upon achievement of one hundred percent of the established goals with a maximum award
of forty-two percent if the established goals are exceeded as determined by the index. The Chief Executive
Officer is eligible for a target award of thirty-five percent and a maximum award of fifty-two and one-half
percent. Up to one-half of the award is paid in cash and the remainder in performance shares. Each
performance share has a value equal 1o one share of the Company's Common Stock. The specific goals are
not included herein because they are believed 1o represent confidential business information. No awards were
made for 1992 performance since the corporate performance goals were not achieved. In December 1993,
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annual incentive awards weie made to Mr. Christiansen and the other named executive officers in the
amounts shown on the Summary Compensation Table due to the achievement of the corporate performance
and business unit goals. The amounts shown represent, in the case of Mr. Chrisuansen, fifty percent of the
cash portion of the estimated total incenuve award, and in the case of the other named executive officers,
seventy-five percent of the cash portion of the estimated total incentive award. The balance of the cash
portion of the award will be paid in 1994 and the deferred portion of the award will be credited to the
respective partcipant’s plan account after definitive corporate performance measures are caiculated.

Long-Term Incentive Compensation

A Long-Term Incentive Compensation Plan was also adopted by the Company for the named executive
officers, effective in 1992. Individual awards under this plan are based on the achievement of certain
corporate performance goals dunng each three year performance cycle, with the first cycle consisting of the
years 1990 through 1992 and the last cycle years 1994 through 1996. The two goals which must be met each
year under the plan are the annual growth in corporate camings per share and the retum on shareholder
equity. The target for each goal for the current year of the cycle is determined in January by ine Committee.
The eamings per share goal is weighted at seventy-five percent with the retumn on equity goal weighted at
twenty-five percent. Target awards range from seven and one-half percent to twenty-five percent of annual
base salary with maximum awards ranging from twelve and one-half percent to thirty-seven and one-half
percent if the goals are exceeded. The Chief Executive Officer is eligible for awards at the twenty-five
percent/thirty-seven and one-half percent levels. Cash awards are paid at the end of a performance cycle.
The specific goals are not included herein because they are believed to represent confidential business
information. No awards were made for the cycles ending December 31, 1992, or December 31, 1993, since
the corporate performance goals for each cycle were not achieved.

Noncash Bonus Awards

The Company has adopted a noncash bonus award plan for certain officers of the Company. Individual
awards are made in performance shares and paid in cash at the earlier of reurement, death, disability or
involuntary terminauon without cause. Awards are made at the discretion of the Board of Directors upon
recommendation by the Committee in recognition of exceptiona! performance. No awards were made under
this plan for plan years 1992 or 1993.

RETIREMENT PLANS

The Midwest Power Systems Inc. Salaricd Employees’ Retirement Plan ("Midwest Power Retirement
Plan") provides for payment of fixed pension benefits to persons who retire afier a specified age and number
of years of service, based on average annual salary during the five highest paid consecutive years oui of the
last ten years prior to retirement. For Messrs. Christiansen and Engle and Mrs. Wharton, benefits for service
prior to January 1, 1992, are determined as provided by a predecessor retirement plan using the final average
pay method, based on the employee’s highest five years’ earnings. Messrs. Christiansen, Engle, Vorbrich
and Lindner and Mrs. Wharton are participants in the Midwest Power Retirement Plan and are credited with
34, 29, 21, 4 and 17 years of service, respectively.

The Company maintains an unfunded Supplemental Retirement Plan ("Supplemental Plan”) to provide
additional retirement benefits 1o cenain officers, as determined by the Board of Directors. Messrs.
Chnisuansen. Engle, Vorbrich and Lindner are participants in the Supplemental Pian. Part A of the
Supplementa! Plan provides retirement benefits up to sixty-five percent of a participant's highest annual salary
during the five years piior (o retirement reduced by the participant's Midwest Power Retirement Plan benefit.
The percentage applied is based on years of credited service. A participant who elects early retirement is
entitled to reduced benefits uncer the plan. A survivor benefit is payable to a surviving spouse. Part B of
the plan provides that an additional one hundred-fifty percent of annual salary is to be paid out to parnticipanis
at the rate of ten percent per year over fifieen years, except in the event of a participant’s death, in which
event the unpaid balance would be paid to the participant’'s beneficiary or estate. Benefits from the
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Supplemental Plan will be paid out of general corporate funds. Deferred compensation is considered part
of ihe salary covered by the Supplemental Plan.

The table below shows the estimated aggregale annual benefits payable (for the first 15 years of
retirement) under the Supplemental Plan and the Midwest Power Retirement Plan. The amounts exclude
Social Security and are based on a straight life annuity and retirement at age 65. Amounts shown are
calculated on the basis of credited service. Federal law limits the amount of benefits payable to an individual
through the Midwest Power Retirement Plan and benefits exceeding such limitation are payable under the

Supplemental Plan.

Esiimated Annual Benefit

Years of Service

Highest Annual

Salary in Five

Years Prior 10 25 or

_Retirement _10_ __15 _20 _More_

$150,000 ; $ 90,000 $ 97,500 $105,000 $112,500
200,000 120,000 130,000 140,000 150,000
250,000 150.000 162,500 175,000 187,500
300,000 180,000 195,000 210,000 225,000
350,000 210,000 227,500 245,000 262,500
400,000 240,000 260,000 280,000 300,000
450,000 270,000 292,500 315,000 337,500
500,000 300,000 325,000 350,000 375,000

Mrs. Wharton is a participant in the Midwest Resources Inc. Supplemental Executive Retirement Plan
("Midwest Supplemental Plan"), a nonqualified plan for cenain executives of the Company and its
subsidiaries, as determined by the Board of Directors. The Midwest Supplemental Plan provides a
participant, upon retirement at age 65 with thirty or more years of service, an annual retirement benefit equal
to sixty percent of the participant’s final average annual eamings which is defined as the average of salary
plus bonus for the five highest consecutive years during the participant's employment with the Company.
A parnicipant who elects early retirement is entitled to reduced benefits under the plan. Payment of the
retirement benefit will be made in the same manner as payments are elected by the participant under the
Midwest Power Retirement Pian. This benefit will be reduced by the amount of the participant’s regular
retirement benefit. Benefits may be paid to surviving spouses depending on the payment method selected.
Benefits to participants will be paid out of general corporate funds. Deferred compensation is considered part
of the salary covered by the Midwest Supplemental Plan.

The table below shows the estimated aggregate benefits payable under the Midwest Suppiemenial Pian
and the Midwest Power Retirement Plan. The amounts exclude Social Security and are based on normal
retirement at age 65. Federal law limits the amount of benefits payable to an individual through the Midwest
Power Retirement Plan and benefits exceeding such limitation are payable under the Midwest Supplemental
Plan.
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Estimated Annual Benefit

Years of Service

Highest Average 30 or
Total Eamings - - — - - ~More
$150,000 $ 67,500 $ 75,000 $ 82,500 $ 90,000
200,000 90,000 106,000 110,000 120,000
250,000 112,500 125,000 137,500 150,000
300,000 135,000 150,000 165,000 180,000
350,000 157,500 175,000 192,500 210,000
400,000 180,000 200,000 220,000 240,000
450,000 202,500 225,000 247,500 270,000
500,000 225,000 250,000 275,000 300,000

DIRECTORS' COMPENSATION

Directors each receive an annual fee of $8,000. No meeting fees are paid. In additon, Mr. Christiansen
receives an annual amount of $7,000 from MWR as director fees for service on the MWR Board of Directors.
Directors have the opportunity 1o make an election prior to the commencement of any year 1o defer a portion
or all of their compensauon received for service as a director pursuant to the Midwest Resources Inc. Board
of Directors Deferred Compensation Plan. Amounts previously deferred under predecessor companies’
defined compensation plans will be distributed in accordance with each such plan's respective provisions
upon a director's termination of service as a director.



ITEM 12. SECURIT OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

MWR owns 100 percent of the 1, shares of MPS' common stock, withoul par value, which were

yutstanding on February 22

™o 1 . o s cote § B in . . 2 o4 ' T .
rhe following table sets forth information conceming each cl

ass of MWR's and MPS’ equity secuniuces
which were owned of record or benehcialy held on February 25, 1994, by each ol MPS' directors and
nominees for election as directors, the chiel execulve officer and the four other most highly compensated
executive officers and, as a group, by such persons and other executive officers. The number 0l shares
owned by any director or nominee, Of by all directors and execulive officers of MPS as a group, did not

exceed one percent of MWR shares outstanding on February 25, 1994

Name of Director Amount and Nature ol
T'ide of Class or ldenuty of Group Beneficial Ownership (1)

Midwest Resources common Russell E. Chrisuansen 11,761(2)
stock, without par value

Midwest Resources common Richard C. Engle 8,288(3)
Stock, without par value

Midwest Resources common Philip G. Lindner 1,266(4)
stock, without par value

Midwest Resources common Lynn K. Vorbnch
stock, without par value

Midwest Resources common Beverly A. Wharton
stock. without par value

Midwest Resources common 13 directors and ofncers,
stock, without par value as a group

eneficial ownership of each of the shares of (Common Stock listed in the foregoing table 1s

ymprised of either sole voung power and sole investment power, unless otherwise noted.
includes 6.377 shares held in a defined contribution plan as of December 31, 1993, and 5,276
shares beneficially owned by Mr. Charistiansen and his spouse

Includes 6.490 shares held in a defined contribution plan as of December 31, 1993, and 1,170
shares beneficially owned by Mr. Engle’s spouse and 628 shares beneficially owned by Mr. Engle
and his spouse

Includes 128 shares held in a defined coniribution plan as of December 31, 1993, and 1,138 shares
owned beneficially by Mr. Lindner and his spouse

Includes 1,465 shares held in a defined contribution plan as of December 31, 1993, and 242 shares
beneficially owned by Mr Vorbrich and his spouse




(6) Includes 1,058 shares held in a defined contnbution plan as of December 31, 1993, and 1,831
shares beneficially owned by Mrs. Wharton and her spouse and 359 shares beneficially owned in
a custodial account for a minor child.

(7) Includes shares held in defined corntribution p<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>