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Dear Joe '

[n connection with the Staff’s continuing review of KG&E's request for permission to
transfer its interest in the Wolf Creek POL in connéction with its merger with KPL, | enc

the following documents relevant to settlement of issues relating to competition

| Kansas Corporation Commission, Order Accepting Stipulation and
Agreement on Limited Issues (Apnil 3, 1991) (accepting stipulation
and agreement dated March 25, 1991);!

2 Settlement Agreement dated April 9, 1991, among The Kansas
Power and Light Company, Kansas Gas and Electnic Company,
and Kansas Electric Power Cooperative, inc.; and

3 Letter Agreement dated April 9, 1991 between Kansas City Power

¥

& Light Company and Kanses Gas and Electric Company

This Stipulation and Agreement was already forwarded to the Staff as part of the Marct
28, 1991 Request for Transfer of the Wolf Creek License
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| hope that these will be of aid to the Staff in resolving competition-related issues
associated with the transfer application and related license amendment. Please call me with any
yuestions, KG&E is interested in resolving all outstanding issues successfully with the Staff at
the earliest possible time.

Sincerely yours,

(V. -
Donald P, Irwin

Counsel for Kansas Gas and
Electric Company

Enclosure

¢c w/enclosure: Edwin J. Reis, Esq. (OGC)
Darrel A. Nash (NRR)
William M. Lambe (NRR)
Robert D. Martin (Region V)
Douglas V. Pickett (NRR)
Secretary of the Commission
Richard D. Ternll, Esq. (KG&E)
Martin J. Bregman, Esq. (KPL)
Samuel Cowley, Esq. (KCPL)
Harzid L. Haun, Esq. (KEPCo)
Warren B. Wood, Esq. (WCNOC)
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THE STATE CORPORATION COMMISSEON .
OF THE STATE OF KANSAS sy 1o

LECAL Bivizion

Before Commissioners: Jim Robinscon, Chairm
Keith R. Henley
Rachel C. Lipman

In the Matter of the Application of Kansas City
Powver & Light Com an{ for approval of ite
acquisition of all clesses ©of the capital stock
of Kansas Gas and RBlectric, to merge with Kansas
Gas and Electric, to incur debt obligations, and
to transfer Kansae Gas and Electric's retail
slectric service aLthority and municipal
franchises,.

consclidated
Docket Nos.
172,74%+0

In the Matter of the Jeoint Application of the
Kansas Power and Light Company, KCA Corporation,
and Kansas Gas and Electric Company for approval
of the acquisition of all classes of the capital
gtock of Kansas Gas and Electric Company to
nerge Kansas Gas and Rlectric into KCa
Corporation, to incur debt obligations, and to
transler Kansas Gas and Electric Company's
retail electric service suthority and municipal
franchises.
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NOW, the above-captioned matter conmes on for consideration and
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determination by the State Corporation Commission of the State of
Kansas (Commission). Having considered its files and records and
being duly advised of the premises, the Commission finde and
concludes as follows:

1. On November 20, 1990, Xansas Power and Light Company
(KPL) and Kansas Cas and Rlectric Company (KGE), (togethar referred
to as Applicants) filed an application to obtain approval of their
proposed merger. The Commission consolidated the application with
the application filed by Kansas City Power and Light Company
(KCPL), which previously requested approval of thelir proposed



nerger vith KGE, established a schedule for filing testimony and
set the matter for hearing.

3. In its Order dated September 7, 1990, the Commission
identified a wide range of potential isasues presented by the
applications. These issues included the issue ©f the merger's
effect on competition: specifically the effect of the nerger on
conpetition in the XKanses power supply market and the effect on
regional pover supply and pooling arrangements, including
transmission access and pricing. On December 13, 1990, KCPL
vithdrevw its unsolicited tender offer to KGE shareholders and
vithdrev its application te merge vith KGR Subsequently, the
KPL/XGE application was set for hearing on Moniay, March 25, 1991,

3. On December 11, 1990, Applicants filed for approval of
their proposed merger before the Federal Energy Regulatory

Commimsion (FERC). On January 4, 1991, the Commission filed its

petition to intervene and became & party in the FERC proceeding.

On January 30, 1991, FERC eset the matter for hearing and
established a procedural scheduls, under which intervenors will
file testimony on May 1, 1991, in Docket No., ECS1-2-000.

On February 27, 1991, PERC Administrative Lav Judge (AlLJ) Jon
Lotis issued a Notice Concerning the Estadblishment of Conditions
Committee, wherein ALY lotis directed the parties to establish a
conditions committee for the purpose of discusseing conditions that,
"to the maximus extent possidie, wvould come to grips with the
cperationsl concerns or reservations that parties may have" with

the merged company. In effect, the purpose of the committee is to




give the parties the opporiunity te develop conditions rather than
have the ALJ or FERC lmpose conditiors from among those proposed
by the various parties. The conditions comnittes has held reetings
on March 12, 20 and 28, 1991, Comniss.on representatives have been
present at each of these meetings.

4. In order to enadble the Commission to make a determination
regarding the effect of the merger on the bulk power narket .in
which Kansas utilities participate, which would then provide an
affirmative position for the Commission in the FERC proceeding,
Applicants, staff, and the parties entered into a stipulaticn,
accepted by the Commission, to phase the hearings in these
procesdings The Commission set the issues of (1) the effect of
the merger on competition in the bulk power market in Kansas, and
(2) the appropriate transaission policy for the nerged company, for
hearing on Narch 2%, 1991, The hearing for all remaining lissues
in the case was scheduled to begin on April 11, 1991,

S. On March 25, 1991, the hearing in the above-captioned
natter commenced before the Commission. At that time, staff and
Applicants presented the Commissjion with a Stipulation and
Agreement regarding gensral principles for the provision of

transmission service by the merged company. Btaff moved that the

stipulation and Agresnent be made part of the record in the

proceeding. The Commission accepted the Stipulation and Agreement

for consideration and made it part of the record.
6. staf? indicated it met with KPL and KGLE, on numerous

occasions, after the filing of testimony, to discuss >nd, where




posaible, resclve their d.ifferences on  competition and
transziession-related i(ssues, including (1) the effect of the merge:
on competition in the bulk pover market in Kansas and (2) the terrs
and conditions that should be acopted to govern the use of the
Joint Applicants' transaission facilities should the merger be
approved.

As a result of these extensive discussions, the parties
uitimately finalized and entered into a Stipulation and Agresenant
attached tc this corder as Appendix A, on Monday, March 25, 1991
The Stipulation and Agreanent established general principles for
the provision of transnissicon service.

There wvere no objections to the Stipulation and Agreenent
hoevever, counsel for Kansas City Power and Light Company (KCPL) did
reserve its right to file a respunse tc the Stipulation and
Agreenent. Sevarel other parties reserved their rights to express
their views regarding the transmission issues in the FERC
proceeding. On March 28, 1691, KCPL filed written comaents on the
Stipulation and Agreenent. KCPL indicated it would raise its
concerns regarding transaission conditions in the FERC proceeding
and that, due to KGE's comnitrent in testimony to enter into a nev
lease of the Wol?f Creek~laCygne transnission line on similar terms
and conditions as the initial lease, the line lease issuc need not

be addressed wiilh regard to the Stipulation betveen Applicants and
staff.
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Commission's final epproval of the proposed merger should the
Comrission, after review of all remaining issues, determine that
the merger as proposed othervise satisfies Xansas lawv.

8. After due consideration and review of the issues to which
the parties have reached agreenment, the Commission will accept and
adopt the Stipulation and Agreament.

IT I8, TERREFORE, BY THE COMMIESION ORDERED THAT:

1. The Stipulation and Agreement, attached as Appendix A,
is heredby approved and incorporated by reference into this ordar.

Y cro PV oty L’f’g’w,&.’(/(("éc

2. The gy inciples set forth
in the stipulation and AqroomonértTll serve as a condition to th s
Commissicn's final approval of the proposed merger should the
Commission, after reviev of all remaining issues, determine that
the merger as proposed othervise satisfies Xanses lav.

3, Any party may file & petition for reconsiderstion of this
order within 15 days of servicc of the order. If this order is
mailed, service is complete upon mailing, and three days may be
added to the above time frame.

The Commission retains jurisdiction of the subject matter and
the parties for the purpose of entering such further order or
orders as it may desm necessary and proper.

BY THE COMMISSION IT IS SO ORDERED.

Robinson, Chan.; Henley, Com.; Lipman, Com.

ORDER MAILED
FPR 2199

Judith McConnell Ovectow

BExscutive Director
®



SETTLEMENT AGREEMENT

With respect to the proposed merger of The Kansas Power and Light Company (KPL) and
Kansas Gas and Electric Company (KG&E), KPL, KG&E. and the Kansas Electric Power
Cooperative, Inc. (KEPCo) agree 10 the foliowing:

{
as

KEPCo shali, in Federal Energy Regulatory Commission (FERC) Docket No. CC91-
2.000, Kansas Corporation Commussion (KCC) Consolidated Docket Nos. 172,745-U
and 174,155.U and in any proceeding directly relating 1o the approval of the merger
of KPL and KG&E (the Companies): (a) not oppose the merger; (b) not seek 10
have conditions imposed upon the merger or upon the merged company other than
those agreed upon herein; (c) rescind all data requests propounded to KPL and
KG&E in FERC Docket No. EC91-2-000 and excuse the parties from responding to
such requests; (d) not be required to respond to duta rzquests propounded to KEPCo
by KPL and KG&E, and (e) waive its right to cross-examination of all witnesses of
KPL and KG&E. However, KEPCo may file cross-answering or rebuttal tesumony,
briefs and engage in cross exawmination where the failure to do so may prejudice (18

rights vis-g-vis other parties, provided that, KEPCo will notify KPL and KG&E in
advance of undertaking any such actvities.

if benefits are extended 1o other similarty situated utilities either through settlement

in this proceeding or &4 a condition of approval of the merger, such benefits shall also
be offered to KEPCo.

This agreement is not intended 10 limit in any way KEPCo's rights in any other
proceeding filed by KPL or KG&E except as pruvided in Paragraph 1 above.

KPL and KG&E will honor all the terms and conditions of their respective
agreements with KEPCo except as herein modified or as those agreements in the
future may be modified under their own terms or upon mutual agreement of the

parties. KPL and KG&E will be bound by and honor all Wolf Creek Generatng
Station License Conditions.

KEPCo's currently coniracted level of firm transmission service from KPL and
KG&E for service across both systems will be provided by the Companies before
additional firm transmission service shall be provided by the Companies.

Transmission service for the sale and delivery of power to the KEPCo delivery points
within the areas served by KPL and KG&E will be provided on the same basis as the
KPL and KG&E native load in the ares. In planning and operations, including
curtailment and restoration of service; KPL and KG&E will not differentiate between




11.

12.

13.

KEPCo and native loads and KEPCo will participete in the plwuung of transmission
and distribution facilities. Nothing in this P ph shall modify the provisions of
Paragraph 8 herein as it is effective b “tween KPL, KO&E, and KEPCo.

Transmission tariffs 1o be filed ot FERC shall be consistent with Paragraphs 2 and
7 of the gnmuplu set out in the Stipulation and Agreement between KPL, KGLE,
and the Staff of the KOC in Docket Now. 172,745-U and 174,:55.U, filed with the
KCC on March 25, 1991, attached hereto, and will be based on embedded costs and
include the option for customers 1o provide or purchase their own line lowses, and wil
amintain recognition of cost differential for services utilizing ditferent voltage levels.

Sections 4.1, Cogrdination. 4.4, Capability Limis, 4.5, New Poiaus of Deltvery, snd 4.6,
' of Article V. ‘

aervice, and Arucle V1, Coordinauug Commitige, in its entirety, of that certain

Electric Sales, Transmission and Service Contract between KPL und KEPCo, dated

November 23, 1987, will be adopted by KG&E.

The term of Article X, ‘grm and Effective Date, of that cerain Electric Sales,
Transmission and Serv .e Contract between KPL and KEPCo, dated Nowember 23,
1987, shall be modif 4 to provide the same primary term &s the term provided in
Section 2.3 of the [* scember 28, 1981, Transmission Agreement between Kansas Gus
and Electric Company and Kansas Electric Power Cooperatives, lnc

Subject to FERC approval, billing units for sales service from KG&E 10 KEPCo wil)
be converted to reflect KEPCo's coincident peak responsibility with KG&E's net
system load, prosided tha: appropriste pricing adjustments will be made 1o maintain
revenue neutrality for the service rendered,

The billing period for service from KPL to KEPCo will be adjusted to reflect the
calendar month beginning at 12:01 a.m. on the first day of the month.

KPL, KG&E and KEPCo will coordinate load m ment planning and operations
(v achieve benefis of load management 1o the ‘

KPL and KG&E provide transmission service across the Companies’ transmission
facilities and txnamission and sales service 10 some 156 KEPCo delivery points. Total
services providad invoive spproximately 84 perceat of KEPCo's power requirements.
Therefore, the parties hereto agree to undertake & joint long range power supply and
transmission study commencing as s0OD as i practical after the merger. The parties
further agree to negotiate in good faith to achieve the optimum mutual benefits
identified by the study. Such study will inciude but not be limited to: 2) ownershup
of existing and future generating capacity, b) sale of power and energy between KPL,
AG&E and KEPCo, ¢) necessary reserve capacity requizemnents commensurate with
types of services rendered, d) non-firm wod firm transmission requirements ¢)
necessary dispatch and coordination services o be provided by companies for KEPCo
resources in areas served Ly the Companies or such other services as may be
appropnate in the future, f) jomnt uses of power control communication systems, and

T
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§) ' N Other areas of common interest that may be 8PPropriste (o achieve the
ben.av o all parties and their respective customers. The costs of such study will be
shared one-halfl by the Companies and one-half by KEPCo.

Ameadments to the respective current agreements between KPL, KO&E and KEPCo
will be completed as soon as fs practical after the merger to implement the
agreemeats stated herein,

All the above paragraphs, except Paragraphs | and 3, are subject o the closing of the
merger and are not binding on the parties unti the merger has closed.

pATED: _APR(L 9 , 1991

THE KANSAS POWER AND UGHT KANSAS ELECTRIC COOPERATIVES, INC.
COMPANY
il 287 Ol b Tt
illiam E. Brown les W, Temil
President and Chief Executive Executive Vice President and
Officer - KPL Division Chuef Executive Officer

KANSAS GAS AND ELECTRIC COMPANY

By

LB

Group Vice President,
Services

T |



KANSAS CITY POWER & LIOHT COMPANY

(AN0 BT MR AVERUE
T Bl
KANSAS CITY, MISSOUR] 641419679

J MignARL BEVARS
P e el A
-

O B R T T Awﬂ 9. 1991

., Kent R. Brown

Viee President

Gas and Electric Company
E. Flst

. O. Box 208
w, Kansas 67201
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Dear Mr, Brown:

As we have discussed (n our recert pbone cooversation, KCPL (s willing, in response
10 your recent proposals, 10 agree tw the following terms w resolve the remaining issues
re extension by Kansas Gas and Electric Company ("KGE®) and Kansas City Power
& Light Company ("KCPL") of the October 1, 1984 Leass ("Laase”) of the Wolf
Creek/LaCygne transmission line. We will agree 10 the

L Both parties will treat the notice of lntent not to renew the Lease upon the
expiration of its five-year tarm in 1990, sent by KCPL an July & 1988, and the notice sent
wg«mumm.mmamw«mumum
ab .

pA The parties agree, sll other notioss, sttempted notices and regulatory filings

0 date notwi that the Lease is i full foroe and effect pursuant (o (ts own terms

of automatic renewal for sucoessive one-yoar terms unless cither party, st least two years

prior 10 the expiration of the original term or, if renewed, at least two years prior W the

ﬂmumwmmwmmmmmmmmw'm
not

3. The parties agree that throughout the operating life of the Wolf Creek
Generating Station peither party will give such & notice that the Lease will be canceled or
otherwise not renewed, except for material bresch by ibo other party or, for KCPL, except
in the additional ctroumstance ideatified n the fifth peragraph of this letiar agreement



4 The parties egroe that while the Lease is in effect, KGE will be eatitled o no
oiher compensation for delivery to KCPL of KCPLs Wolf Creek entitiements. The parties
mm:wmummmnmwumn-mmmmmtmmm
rwumummmmmnymnmuwmrmmmnmm
an.mnmmruwmmuhwhsammu.
unhuummlnnnmpaymmhbuodonmn‘:mdmnhmcww
Creek/LeCygne i ansmission line, including any costs incarred by KGE in the Sircumsiances
identified io Paragraph 13 of the Lense.

Tumuwwmmmuxcamwmmzoum
hmonuwpayumwmctmdmemaﬁumhdmhlmwumnn
KCPL will be entitied, if it chooses, 10 exercise ity right contalned o Paragraph 4 of the
Lease 1o cancel the Lease upon uinety (90) days written notice if it is able to secure an
alternative transmission path to Wolf Creek, which could indude construction of i own
ransmission line,. KCPL agrees that in considerstion of the extansion of the Lease pursuant
10 the terms hereunder it will not exercise its right in that regard, except in the circurnstance
described Lo this paragraph, throughout the opersting Lfe of the Wolf Creek Generating
Staton

6. mwﬁuwnmmwwmuwwmmuubobmm
upon thels respective successors and assigns. KGE represents that KGE has the suthority
under its existing merger weowtmmmmMﬂmu;htCnmpmy(WL')w
50 bind KPL upon its merger with KGE (and the corporation which will eme ¢ from that
wopaodmc).ailitdouthMmMmMchwm KPL in the
terms of the Lease, and this letter agreement, will be obtained in writing within 5 days of
the exscution of the letter agreement by the parties.

7 KCPL agrees that upon the exacution of this letier agreement (including any
ﬁmnmwmwwwmomudincmh).mduponm
mdmmw«mwmnmumwwmmmnmm
wumpmam(vm.sruommmmm certificate of
concurrence), KCPL will promptly withdraw its imtervention in FERC Docket No.
EC91.2-000 and will no longer participate in addressing any lssuc regarding the transmission
umwboptovidedbyKOBM/amemdondmh
merger which may arise in KOC Docket No. 174,155-U or in MPSC Docket No, EM.91.213.
By romaining as intervenor Lo KOC Dockat No. 174,155-U and in MPSC Docket No.
EM-91-215 it is pot KCPL's desire or intent 10 oppose KGE and KPL's merger application,
but 1o protect its interests on any (non-transmission) issoe affecting it s & utility which
would be imerconnected with the merged company which may arise during the hearings in
those proceedings.



8 This letter agreement will be effective and binding between KCPL and KGE
even in the clrcumstance that the proposed merger between KOE and KPL i oot
consummated for whatever resson

If you concur that the foregoing represents our agreement as to the continued
effectiveness of the Lease, please sign where indicated below and retwrn & signed copy w
me.

Very truly yours,

Y







