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Backqground

After an extended period of relatively stable prices in the energy sector, things began to
change approximately five years ago. 1n2003, the Electric Department recognized that
there had been a steady increase in costs of materids and fuels resulting ina
corresponding decline in the cash reserves of that Department. That decline in
financial condition resulted in the commission of the Electric Rate Study that was done
in2004, by Stanley Consultants. Historical cost and expense trends were projected to the
future, and from those cost projections a coordinated rate increase schedule was
developed. The results of the financial evaluation indicated a need for arevenue increase
of 11.5%. At that time, after over 20 years of dable rates, it wasdecided that the rate
increase would be phased in over a two year period, with rate changes programmed for
January of 2005 and 2006. That same analysis, based on historical data, recommended
that a third rate increase might be needed in 2008. The implemented rate increases had
the predicted result and the downtrend in the reserves of the Electric Department was
reversed.

Then in 2006, major changes occurred in the energy sector. Primary fossil fuels saw
unprecedented increases in late 2005 and early 2006. The City's primary power plant
fuel, coal, more than tripled in price from early 2005 to January 2006, with coal markets
going from approximately $5.00 per ton to over $16.00 per ton. And during that same
period freight costs to nove the coa from the coal fields to the power plant increased
over 20% because of the rapidly increasing price of the diesel fuel required to run the
trains. 200% coal cost increases and 20% freight cost increases were not part of the rate
study done in 2004. The Electric Department has not yet encountered the full impact
of these large cost increases because of term contracts currently in place. The current
coa contract expires December 13, 2006.



Additionally, the cost of materials for the Electric Department have increased rapidly
over the last year. Power conductor, transformers, conduit, underground cable, and other
materials necessary for the maintenance and growth of the electric system have
increased from 40% to over 150%. There have been a number of theories put forth as to
the cause of these steep increases metal products, but the Department has no control over
these markets. The Rate Study anticipated continuing increasing costs, but not at the
high rate seen recently, and included a provision for an additional rate increase in 2008.

The timing of that change needs to be reconsidered.

Discussion

While the rate increases implemented as a result of the 2004 Rate Study accomplished the
projected improvement in the finances of the Department, the recent increases in fuel and
materials cost were not a part of than evaluation. In order to maintain the financia
position of the Electric Department, a substantial rate increase will be required.

At the time of budget preparation in February, the coal and freight costs at that time were
included in the budget projections. Since then, there have been some significant changes
in the fuels and energy markets, and in the materias markets. Coa markets have
moderated somewhat, but remain well above our current contract price. That moderation
results in the ability to reduce the initially projected cost increase of $0.009 per kwh. But
raill freight rates for coa transport have continued to increase as fuel oil prices have
continued to increase. Materials prices have continued to increase steeply. Underground
power cable, that was up 40% at the time of budget preparation, has now tripled in price.

Additionally the Department was recently notified that the power purchased from the
Western Area Power Administration (WAPA - the federal hydro projects on the Missouri
River) will be increasing 6% next year, with20 to 25% increases anticipated in the near
future.

In anticipation of the expiration of the current coal contract later this year, bids for
continued coal supply were solicited for 2007 and 2008. The softening coal markets
resulted in a coa cost below that included in the initial budget preparation. Since the
coal price in the largest impact component of the cost of providing electric power, that
reduction has a major impact on the costs to the Department. With the coal costs now
known, materials costs and WAPA purchase power costs adjusted for continued
increases, the rate increase required to maintainthe Electric Department's at this time is
revised downward to  $0.007 per kwh. That amount is included in the revised '06 - '07
Budget.

Attached for reference are copies of articles from across the country relating to the
rapidly changing costs for electric utilities and copies of the presentation anticipated for
the electric rate increase consideration.



Alternatives

It appears that the Council has the following aternatives concerning the issue at hand.
The Council may:

Move to approve

Refer the issue to a Committee
Postpone the issue to future date
Take no action on the issue

el SN

Recommendation

City Administration recommends that the City Council approve the Electric rate change
needed to compensate for the increased cost of fuel, power, and materials.

Sample Motion

Make a motion to approve Ordinance #9064.



Proposed Electric
‘Rate Adjustment



Relevant History

1973 Fuel Adjustment implemented
1982 Platte Generating Station

11988 Total Delivered Coal cost $30/ton
1989 Contract Buy-outs

1989 Total Delivered Coal cost $12/ton
1989 Rate Decrease

2004 Rate Study by Stanley Consultants
2006 Delivered Coal $17/ton

2006 Coal Contract expires, and the Freight
Contract Cost Escalates in 2007

Anticipated Delivered Coal Cost $22/ton in 2007




Current Coal Contract
Expires

December 31, 2006

Coal Market Prices have More Than
Tripled Since Early 2005



Coal Prices
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Coal Freight Contract
3% Escalation

23% Fuel Adjustment

Total Increase in Coal
Freight Price — 25%
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Stanley Consultants Recommendations,
Basic Rate Structure

e 2005 5% Revenue Increase
e 2006 5% Revenue Increase
e 2008 3% Revenue Increase

Study done 2004, Based on 2003 data



Stanley Consultants Recommendations,
Fuel Adjustment

Rename to Power Cost >&cm§m2 (PCA)
Increase Production Cost Base
Old PCA Base $12/MWh
New PCA Base $15/MWh
Roll $3/MWh into Electric Rates
- $3/MWh equals 0.3¢/kWh



FUEL ADJUSTMENT SUMMARY FOR 2004
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FUEL ADJUSTMENT SUMMARY FOR 2005

ENERGY " TOTAL COST 'SOURCE
W;.;Egiez!!;s:.;1232(.!: e samimnimn s o xemmzmam.’.q.moz ‘ S e - o
\ -396.708 MWh $206,983.36 i {BURDICK mdﬂ._Oz -- STEAM TURBINES .
. 659,723.068 MWh $7.542,524.87 | PLATTE GENRATING STATION
& 8,425.710 MWh $1,263.810.63 : BURDICK STATION - COMBUSTION TURBINES
667.752.070 MWh $9,013,318.86! TOTAL GENERATION m
- TRANSMISSION EXPENSE ) - i
M a ,s B $1 AM...mOD.OO WAPA FIRM T -
na : $4,580.97 : [WIND GENERATION ._,mbzmg_mm_oz -
na T $265,096.22 MAPP Schedule F |
[ 116.600 MWh & $32.542.90 ENERGY IMBALANCE, IMPORT & Transmission
’ " RECEIPTS o T
S S
T 33,428.000 MWH ... $549,017.07 | IWAPA FIRM o 3 ”
48,432.000 MWh S w 3,298,502 77 NPPD TYPE EAD o
i 18.000 MWh i . m_&MA 62 NPFPD mgmmmmzo,\
.\ 1,039.132 MWh: .. $12,638.20 WIND GENERATION : -
82,917.132 MWh $3,860,582.66! @ INET SCHEDULED REGEIPT
: : ;
R SO : £ s s R 25 s
DELIVERIES B
53,626.000 MWh  $1.709.903 50 __INPPD TYPE EAO - B
000 MWh ) : $0.00 NPPD OPERATIONAL CONTROL R
153.000 MWh $7,840.20 __[MAPP EMERGENGY I

£3,778.000 MWh

$1,717,743.70

me.ﬂ SCHEDULED DELIVERY

i

$11,601,786.91

| 697,006.802 MWh_

$16.65/ gi?

m<mﬂm,a TOTAL
:Average Cost




EFFECT of ANTICIPATED COAL COST
PRODUCTION COST SUMMARY FOR 2005

Jusly 26, 20086
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ENERGY TOTAL COST TOTAL COST SOURCE
GENERATION
Lo cdseTosMwh $208,983.36 $206.993.36 BURDICK STATION -~ STEAMTUREINES
U BS8TZ308 MWR o . -§7,54252487 . | $9,828,031.74 ST PLATYE GEN. STATION . R
m_aMm.ﬁo MWh u_mmmnmao 83 $1,263,810.63 BURDIGK STATION -~ COMBUSTION TURBINES
BE7,752.070 MWh $9,013:318.86 $11,095,825.73 TOTAL GENERATION
TRARSMISSION EXPENSE
wa $142,500.00 $142,500.00 WAPA FIRM
wa $4,580.97 $4,588.97 WING GENERATION THANSMISSION
wa $265,996.22 $265,996.22 MAPP Schecuie F
116.600 MWh $32,542 90 $32,542 .80 ENERGY MBALANCE, IMPORT & Transmission
RECEWRTS
7 38.426.000 MWh Lo lssamotzay o T ges278432 WAPA FIRM.
48,432.000 MWh $3,298.502.77 $3,298.502.77 NPPD TYPE EAD
18.000 MWh $424 62 $424.82 NFPO EMERGENCY
1.039.132 MwWh $12,630.20 $12,638,20 WIND GENERATION
000 MWhH $0.00 $0.00
.G nc. HADVERTENT PAYBAGK,
82,917.132 MWh $3,860,582.86 $3,964,349 91 NET SCHEDULED RECEIPT
INADVERTENT
DELIVERES
53,626.000 MWh $1,709,903.50 $1.709,903 .50 NPPD TYPE EAT
000 MWh 30,00 50.00 NPPD OPERATIONAL DONTROL
153.000 MWh $7 84020 -$7.840.20 MAFP EMERGENGY
INADVERTENY PAYBACK
53,779.00C MWh $1.717,743.70 $1.7V7, 74370 NET SCHEDULED DELIVERY
INADVERTENT
29.254.732 MWh $2,588,468.05 $2,588,468.05 NET METERED IMPORT
697,006.502 MWh $11,601,786.91 $13,788,061.03 SYSTEM TOTAL




Production Cost Trends

Calendar Year 2004 Average Power Costs,
$12.74/MWh with a $12/MWh PCA Base

2004 Stanley Consultants recommends PCA
Base be increased to $15/MWh for 2005

Calendar Year 2005 Average Power Costs,
$16.65/MWh.

Costs anticipated to be nearly $20/MWh in
Calendar Year 2007 with new coal contract and
freight contract with fuel adjustment and
escalation




Fuel Cost Increase

Increase Production Cost Base to $20/MWh
An increase of $5/MWh from the current
$15/MWh Base

Roll corresponding amount into the basic
Electric Rates

Energy blocks for all Electric Rates increase by
0.5¢/kWh Just to Cover fuel cost increase

Begin with January 2007 billings, i.e. December
2006 consumption |
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Power Pole Prices
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2001 2002 2003 2004 2005 2006
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(43% Increase)
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Power Cable & Conduit Pricing
(Price per foot)

mantpems 500 MCM Copper (40%
Increase)

w=fl==Power Cable, #1/0
Copper (47% Increase)

- Gonduit, 2 PVC (148%
Increase)

== Conduit, 4' PVC (48%
Increase)




Recommendation '06 — ‘07

1) Stanley Consultants Recommendation of
3% Revenue Increase would add 0.17¢/kWH

2) Add 0.5¢/kWH For Increased Fuel Costs
Add 0.2¢/kWH For Increased Material Costs

Total 0.7¢/kWH

3) Budget as proposed Includes Increased
Expenses and 0.7¢/kWH Rate Increase



Background
Information
Regarding Increasing
Coal, Freight, and
Electricity Prices
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Dear Client: Washington, June 16, 2006

On health care, there’s cheering news.

Employver ceost-cutting is working,
driving annual increases into single digits
for the first time since 2000. Next vear..,9%.

Crudeoll '} 5o | o0y [ a5
UM But keeping up momentum will be tough. {per barref)

S The aging population and relentless push
for tech advances exert upward Pressure on costs
Savings from higher deductibles and copays
for workers, more switching to generic drugs, Regui
fewer hospital stays, etc,, will go only so far. ular

Employees need to_make better choices :]asoline 5290|9275 | 52.50
T p per galon)
about their health care treatments and providers S
as well as their lifestyles and health regimens.
And employers need to help them do it.
Capturing the savings will require spoon-feeding, |:
making sure workers get and grasp information
about treatment options, results and trade-offs,
and creating opportunities for healthier living.

Ratchet vp preventive care and educatifn. [yl
Every dollar spent on them saves nearly $3.5 e
in health care and about $5.80 in absenteeish. -l
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Buzz Canup, agreed with that observa-
tion. “You are on the short list before
you even realize you were on someone’s
long list,” he said. Canup is president
of site selection services for Angelou
Economics, an Austin, Texas, consult-
ing firm.

The panelists spoke at July 24 session
at the APPA meeting in Austin.

Asked whal is the most important fac-
tor for companies seeking to site a new
facility, ali four members of the panel
named the quality of the labor force.
But, companies do their own research
to determine how well a locality’s work
force matches its needs; they will not
rely on local communities’ marketing
materials in making these assessments,

(continued on page 3)

Six lowa cities
seek to create
electric utilities

Six communities in Iowa have filed
petitions with state regulators asking
to establish city-owned electric utilities.
The six—Everly, Kalona, Rolfe, Terril,
Titonka and Wellman-—filed their doc-
uments with the lowa Utilities Board in
early June. All are currently served by
Alliant Energy, based in Madison, Wis.,
and all have held referendums in which

residents voted in favor of unplugging
the investor-owned wtilityaind forming _.——

municipal eleettic systems.

Everly, population 650, is prepared
for a long fight with Alliant to take
control of the community’s distribution
system, Harden said. It went through a
similar struggle when it took over the
local natural gas service from Peoples
Natural Gas Co., he said. Residents
voted in the mid-1980s to buy the
natural gas system, but the private

(continued on page 3)
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flower emergency, cited in at least four dea

Power companies worked to restore electricity to thousands
of customers throughout California early Monday as a scorch-
ing heat wave threatened to push the state into a power emergency

. " with the potential for tore blackouts.
e <. Authorities were lmkingansedee&ﬂa&possimy‘FEJ’aTeﬁ
___ thehigh-ternperatures, which hit the triple digits in some areas on

Sunday. .

With temperatures again expected to top 100 degrees, power de-
mand was projected to reach an all-time high Monday and prompt
some voluntary blackouts, in which some businesses agree tohave

. their power shut off temporarily in exchange for lower rates, ac-
cording to the Indepehident System Operator, California’s power
grid manager. .o ‘

Thoge blackouts could become involuntary if customers don't
conserve electricity, said ISO spokesman Gregg Fishinan.

“It's actually critical that people conserve power,” Fishman said.
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GRAND!' "i ISILLAND
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Wonking Together for o
] Berier Tomaorrour, Todayy,
DATE: April 10, 2006

TO: Gary Greer, City Administrator

FROM: Gary R. Mader, Utilities Director,%,/M

| SUBJECT: _Coal Prices |

Grand Island is currently in the last year of a term contract for coal supply to PGS. That
contract expires December 31, 2006. During the term of this current contract, coal prices
more that tripled. The attached graph from the Federal Energy Information Administration
provides a historical record of pricing since March 2003. The Electric Department's current
pricing for coal is reflected in the *04, early '05, time line on the graph. And while there is at
present a down trend in price, it remains nearly triple ‘04 levels, and is not expected to
return to the '04 levels.

Additionally, the current ramp up of diesel fuel prices has increased the fuel adder in the
coal transportation contract with Union Pacific, adding even more cost to the dellvered coal
price.

This sudden ramp up of the City's primary fuel cost will result in large increases in Electric
Department operating expenses and will need to be reflected in increased electric rates in
the '06 —'07 Budget.

GRM/pag
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Desjite rail delivery problermns last
vear, it pppears the Powder River Basin
continus to produce record amounts
of low-aulfur coal that is in increasing
demandand bringing higher prices.
Accading to preliminary estimates
by the Eergy Information
Adminigration, the PRB produced a
record 445.1 million tons of coal in
2005, with Wyoming contributing
407.3 million tons and Montana, the
other 37.8 million tons.
Thatis a 2.0% increase from 2004,

Povvier River Basin sets coal production rec

~D¢:’3L'IC-'~ ‘g :

Darren K.

despite derailnents caused by a mid-
May snowstonm on the Joint Line oper-
ated by BNSF Railway and Union
Pacific Railroad (PCT 5/19/05). The
repairs lasted through mid-December
{PCT 12/14/05).

The railroads also had to contend
with a late November/early December
snowstorm that stowed deliveries.
Early January loadings were impacted
by a conversion BNSF, which dispatch-
es the tine, made to a new dispatching
system (PET 1/17). But Dennls Duffy,

ord as prices, demand rise

UP% executive vice president of opera.
tions, sald BNSF has temporarily
returned to the prior dispatching sys-
tern and operations have retumed to a
more normal state.

BNSF statistics show its PRB load-
ings averaged 46.14 trains/day the week
ended Dec. 18, 46.43 the week ended
Dec. 25, 50 the week ended Jan. 1,

49.71 the week ended Jan, 8 and 46.6
the week ended Jan. 15.
PRB production has grown 155.8%6

feontlnued on page 12)

Production ... from page 1

since 1985 when, according to LIA data, it was 174.0 mil-
lion tons. The EIA estimates that the United States will
demand an additional 100 million tons of coal annually
from the PRB by 2010.

Moentina's production has.remained steady or fallen
slightly while Wyoming’s production has grown each year.

An estimated 2.4% increase In Wyoming coal produc-
tion from 2004 would translate into good economic news
for a state that receives most of its revenues from miner-
als. Severance taxes, federat mineral royalties and coal
lease bonus hid payments from the coal industry in 2005
will exceeded $600 million, according to the state's eco-

PRB coal production (millans of tons)
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nomic analysis division. That does not include sales and
use taxes, secondary business or the more than $600 mil-
lion in annual payroll for the industry’s 4,600 employees. -

In Montana, Larry Finch, the state's tax policy and
research administrator in the revenue department, told
Platts Coal Outlook Jan. 17 that the coal severance tax
brought in $23.3 million in 2003, $31.5 million in 2004,
$37.6 million in 2005 and is expected to bring in $31.6
million in 2006 asd $31.3 million if 2007, The inines also
pay property taxes and royalties, which were not included.

The state’s budget office based those numbers on produc-
tion of 30.3 million tons in 2003, 31.9 miilion tons in 2004
and estimated production of 33.0 million tons in 2005, 32.2
million tons in 2006 and 32.8 million tons in 2007.

PRB prices on the rise

PRB 8,800 Btu/lb coa) prices steadily increased during 2005,
starting;Jan:3:at:$5:65/ton <15 lowest price of the year—
and climbing to §22/ton on Dec. 27, according 10 Platts Coal
Trader's OTC Broker Index. It-endét- the'year at $21:85/ton.

According to the same index, the coal averaged
$5.64/ton-for January 2005 and-had risen to an average of
$21:85/tan:for January-2006, pushed by increasing demand,
rising emission credits and rising oil and gas prices.

In addition, the derailments prevented basin producers
from meeting increased customer demand last year, leav-
ing utility inventories at record lows. Utllities are trying 10
repienish-their stocks and have been heard to be paying

$25/ton or more.
Arch Coal spokesman Greg Schaefer stressed that

$25/ton contracts are not the norm. About 85% of Arch's
coal production is under contract and would be sold at
lower prices,



Wall Street Journal
Wednesday, July 19, 2006

Nation’s Power Grid Passes First

Test of Summer

Heat Wave Exposes §iwrtag¢
Of Reserves, Highlighting -
Urgency of System Qverhaul

By Joun J. FlALKA
And Repzcea SMmiTH

North Ameried’s power-transmission
system so far has passed the first major
test of its reliability this summer during
two days of Atlantic-to-Pacific heat, but it
soaked up tnore electricity reserves than
expected and spurred calls for strength-
ening the nation's power grid.

This week's heat wave brought record

levels of electricity demand from Califor-
nia to New York to New England, and
amounted to a glant stress test that the
U.8. power grid—actually three intercon-
nected grids that involve 3,500 utilltles

serving 283 million people—wasn’t de-’

signed to handle,

Joseph T. Kelliher, chairman of the
Federal Energy Regulatory Commission,
said the two-day heat wave set record
ievels of demand in Seven areas across’

the country. “You couldn't come;up with -

a more Serious test of the system,” he
sald, adding that “we need adequate sup-
plies, & more-robust grid and tough reli-
ability standards.” C

Stephen Whitley, chief cperating ¢
ficer for 1S0 New Engiand, which man-
ages the grid there, called the heat wave
“a major example” of why a bigger, more
modern transmission system ¢ needed.
“Bulk-power helps us get through these
events. We just nead to have more of it,”
he said. He said that while New Engtand
was in desperate need of power, cooler
weather was entering the Midwest, mean-
ing there was .excess electricity there.
But the reglon lacks the eonnections to
move much of the power east.

The nation's energy infrastructure
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Westem, Eastern and Texas power grids make up the North American pawer-transmission system.

The three gdds are poorly connected, making it impassible to transfer large swins of power among them. ¢

Southern
California ,
Elsctric Rellability NSl
Coungll-ef-TEXaS gri0

[ AREAS WITH MOST SERIOUS
TRANSMISSION PROBLEMS

Southwastern
Connecticut

I New York City

Source: Nonn Amesican Elecuic
ReHabilty Councl

hackup power—needed to accommodate
sudden splkes in usage caused by
ely hot weather—is a . But
. dacline as a
result of & growing economy and disrup-
tions in energy markets that caused
many firms to cancel new power-plant
projects.

Also, the system is plagued by bottle-
necks that prevent the movement of
large blocks of power to areas that need
it. Overhauls enacted in Washington af-
ter a major blackout in 2003 were sup-
posed to start correcting those problems.

But progress has been slow. For exam-

faces two challenges. The amount of pl\et\.mplementirig"one of the 2003 recom-

dations, FERC is scon expeclted to
select an industry group, the North Amer-
ican Electrie Reliability Council, to en-
torce uniform, federally backed rules for
the grid and to impose fines on viclators,

For now, the-grid operates under a
'system of -voluntary rules, a kind of
honor system for the utilitles and grid
operators that run high-veltage transmis-
slon systems. The U.5.-Canadian task
force that investigated the August 2003
blackout cited violations of the voluntary
standards, including the failure of utth.
ties to conduct
transmission lines angd inadequate prun-




jssion 6arx'1dors. '

The blackout caused between § billion
and $10 billion of damage in parts of the
Northeast, Midwest and Canada, accord-

ing to the task force. Last year, Congress

responded by, passing an energy bill that
requires maundatory standards, backed
by monetary penalties, but the rules are
months away from being finalized,
though a draft has been sent to FERC for
review. :

Congress also required the Depart-
ment of Energy to designate national “en-
ergy corridors” where congestion is bad
and new high-voitage lines might -be
built. But the department’s report isn't
due out until rext month, That will be the
start of a more lengthy process that will
allow the federa! government to inter-
vene where states cannot agree on the
location of interstate power lines.

.:Craig Baker, senior vice president.of
Ameérican Eléctric Power Co., the Colum-~
his, Ohio; utility that operates the na-
tion's largest private transmission sys-
tem, said that federal intervention will
help, but that it still doesn’t answer the
question of who will pay i

illions of dol eeded jiid new

transmission lines: “We're all logking at
‘mBssive (ransmission expenges,” he
said, B T Fufl

e told a forum of utiltties and regu-
lators yesterday that state regulators jus-
tify improvements that benefit local us-
ers, but sometimes reject changes that
benefit regional movements on the grid.
_ FERC is reViewing plans from utili-
ties for several major new interstate
power lines. The agency has new powers
to authorlze higher electricity rates to
Ah_e_lg finance ther, which coyld help stim-

e New - Inv { in the grid, but
lead to higher power bills for consumers
and businesses. -

weren't the major transmission-line fall-
ures that could cause widespread out-
ages for protracted periods of time for
milions of people. In New York, grid oper-
ators called on big energy users to volun-
. tarily cut use. .
"+ It Jooked like several regions might
_ set new records for electricity usage yes-
terday, in some cases beating recards set
the day before, including New-York and
. California. New England, by 1 p.m. EDT,
already had metered demand of 26,934
megawatts, narrowly beating a record of
26,885 megawatts set last July, according
to ISO New England. One megawatt can
power 500 to 1,000 homes.

One major problem is making sure
there's enough power available to accom-
modate sudden spikes in usage caused by
extremely hot weather. Backup power is
especially needed in summer because
electrical equipment is more prone to fail-
ure when plants are running hardest and
power lines are fully loaded. ‘

Reserve margins, a measure of the
amount of surplus power available, in
July were expected to be 17% for the U.S.
as 4 whole and 23% for Canada, with the

0.8 figure getting closer to the 15% re-
‘'sérve margin that's regarded as a mini-
{num amount needed to assure reliabil-

Nationally, the U.S. reserve margifi
hit 19.4% in 2003, -and In some regions it
was twice as great. But disruptions in
energy markets caused many firms to
cancel projects, and a growing economy
has eaten up much of that reserve cush-
jon. Even small swings can have a hig
impact on supplies. In 2000, the year an
energy crisis in California began, the
U.S. reserve margin slipped to 14.7%.

The electric system is susceptible to
fuel problems, as well. Some companies

0ALILTED Dlants Il
gutput. Kail -proble;
continue

ore A

1)

Another type of

: 8C ar%g engihened. ‘
Yesterday, there were reports of 18 ue] shortage could emerge, as well, if

lated electric-system problems, some
caused by ovetheating of equipment and
others by equipment failures. But there

there are hurricanes along the Gulf
Coast that disrupt natural-gas produc-
tion, as they did last summer.
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Another ‘legacy’ of Lay

If they sent his ashes into
orbit, Ken Lay could never get
around like he did on Earth.

One of humanity’s great
back-scratchers and influence-
buyers is gone. But the events
he set in motion will linger on,
and on and on.

Of course,
there is the
biggest cor-
porate cata-
clysm in his-
tory: Enron
All the jobs
lost, all the
retirement
funds squan-
dered.

ron scandal is owed in large
part to Ken Lay's influence.

It may not be accurate to
say that electric deregulation
was an Enron invention, But
no one put a better shine on it
than Lay and his partner in
corporate crime, Jeffrey Skil-
ling.

Back in the mid-1990s, Skil-
ling and Lay, who had found a
niche in trading energy fu-
tures, pushed for electric de-
regulation in the Lone Star

State and the opportunity fo

make a mint, You might say
Texas lawmakers were starry-
eyed.

Our electricity at the time

- cost roughly half what it does
today per kilowatt-hour. Skil-

ling told lawmakers the mar-
ketplace could cut that price
by 30 to 40 percent.

With Washington pushing
and Enronlinked contribu-
tions warming politicel allies
to the cause (Lay contributed
$139,000 to candidate/gover-
nor/president George W. Bush,
for one), these energy titans
got a courteous airing before
Texas lawmakers when elec-
tric deregulation came up in
the late *30s.

“We consumer advocates
had to wait until 2 in the morn-
ing to testify,” recalied Randy

_ Chapman of Texas Legal Serv-

ices. The Enron boys? They
testified on their time.

Not only did Lay and Skilling
get what they wanted in elec-
tric deregulation, but they also
got the guy they wanted to
monitor things at the Public
Utility Commission, Pat Wood.
With Bush's rise, Wood
would rapidly as
the Federal gy Regulatory
Commi

artial deregulation and is ex-
periencing electric bills that in
some cases have risen 70 to
100 percent.

Next year, former mong

rates toiited by the Enron
crowd? If it does signal lower
rates by the big dogs, they
could be the kinds that drive
competition out.

Then there's the issue of

* companies that offer the serv-

ice but never deliver.

One such company was
calied New Power. It got into
the newly deregulated arena
early, took on a customer base
and then suddenly dumped
customers and filed for bank-
ruptcy. Only when consumeér
groups filed complaints did
New Power honor refunds.

Oh, yes: New Power was a
spinoff from that other energy
company, Enron.

Texas has seen some bene-
fits from deregulation, partic-
ularly among big purchasers
and groups that have aggre-
gated and found optimal deals.

But though the jury has spo-

ken on the late Ken Lay, it is:

still out on his shining notion:
deregulation. Will the wenders
of the marketplace shower on
us all? Or will it simply create
more rampaging corporate be-
hemoths like Enron?
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Baltimore Public Works Dirsctor George
Winfield (left) confers with Hugh Grunden,
president and CED of Easton Utllitles In
Maryland (right), and Joa Nipper, APPA's
senior vies president of govarnment ralations,
at iast week's hearing, rom by Johr Whitman

Draft report on competition misse

ragreed Councilman Bernard “Jack’

Baltimore leaders to propose

The president of the Baltimore City
Council wants the city to conduct a
feasibility study of public power for
Baltimare. Council President Sheila
Dixon said June 28 she expects a study
would cost about $150,000.

“We need to look at all our options,”

Young,.
Dixon said she, Young and Co
man James Kraft would proposg the

the big picture, APPA tells FERC

The federal government’s Electric
Energy Market Competition Task Force
should include in its final report a dis-
cussion of whether the intrinsic charac-
teristics of the industry make it inher-
ently difficult for electricity markets to
be sufficiently competitive to set prices
that are just and reasonable, APPA said
in comments filed June 26 with the
Federal Energy Regulatory Commis-
sion. That is the most important issue
facing the electric utility industry, the
association said.

The task force should include an over-
all assessment of how well wholesale and
retail electricity markets are working
and a comprehensive list of problems
experienced in electricity markets, APPA
recommended.

The task force’s draft report omitted
significant events in its historical review
of the electricity industry, including the
- California and Western energy crisis, the
bankruptcy of Enron and subsequent
revelations of market manipulation,
and the glur of generation capacity in
2002-2003, APPA said. Those events were
a direct consequence of introducing

competition into wholesale markets and
need to be included in any comprehen-
sive discussion of industry developments,
AYPA said.

The draft report does not adequately
portray the competitive features of more
traditional wholesale markets, which in-
clude active trading hubs and the avail-
ability of indices to provide transpar-
ency, APPA said. However, APPA said it
agrees that some wholesale customers in
these markets are limited in cheir ability
to shop for power because of inadequate
access to transmission service.

APPA disagrees with the assertion that
in regional transmission organization
(RTO) markets, transparency of prices
can give clear price signals on where and
when new generation should be built.
Even if that assertion were theoretically
correct, “those signals have not often
been received or acted upon,” APPA
said. Tt is unclear whether locational
capacity markets will elicit additional
capacity, but such markets are very likely
to increase profits for generators, add
new risks and burdens for load-serving

(continued on page 7)

‘& Electric Co. announced earlier this’

feasibility study when the City Council
meets on July 10. She spoke toward the
end of a hearing at City Hall on the
possibility of the Maryla.nd city creating
a munu:lpal electrj

The poiceof electricity has beé
King headlines in Maryland ever
since investor-owned Baltimore Gas

year that it planned 10 raise rates by

arS; and the price controls
expire this month.

In March, the Baltimore City Coum:ll
directed the city's director of public
works and its finance director to take
an initial look at the feasibility of form-
ing a municipal electric utility.

“Baltimore is not alone,” Ursula
Schryver, APPA’s director of customer
programs, told members of the City
Council at last week’s hearing. Several
dozen cities in 20 states are looking
into public power, she said. “Cities
want more control over their electricity
options,” Schryver said.

(continued on page 4)

Inside

Suprame Court to hear
global warming case.

(JL1

Maryland lawmakers win
In fipht with gavernor,

W

APPA critiques rellahility
proposal.
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track expansion
or coal region

Expanding rail capacity
in Wyoming’s coal region

Canstruction of a fourth railrad track on a stretch through Wyoring's
coal region shared by Union Pacific and BNSF might begin as early as
next yezr, depending on the cutcome of a capacity study.
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a study by a Canadian

By STACIE HAMEL

WORLD-HERALD
STAFFWRITER

study of rail capacity
Ain the Wyoming coal
region could result in
the addition of a fourth track
ta a line shared by Union Pe-
¢ific and BNSF railroads.
U.P. President and Chief
Executive James Young said
in a recent interview that
construction of a fourth
track could begin as soon as
next year, depending on the
outcome of a study by CA-
NAC, a Canadian railread en-

" gineering company.

Multiple tracks increase
the number of trains operat-
ing at the same time. Triple
tracking, for example, would
allow three trains to run side
by side.

‘The railronds are nearly
finished triple tracking their
102-mile joint line in the
Southern Powder River Ba-
sin of Wyoming. About 18
more miles of the third track
will be added this year, leav-
ing zbout that much left to
triple-track.

Demand for coal from Wy-
oming's Powder River Basin
could increase by 100 million
to 200 million tons over the
next 10 years, one consultant
said.

In 2005, more than 325 mil-
lion tons of coal moved on
the joint U.P-BNSF rail line
from the - basin. U.F. and
BNSF plan to increase that
amount by about 10 percent
this year, but it won't satisfy
demand, Young said.

“We're well-positioned,
but the whole logistics
chain will be challenged
— the mines, the rail-
roads and the utili-
ties,” he said. “We'll

Addig a fourth trahinées on results |

rm.

TUE ASSOCIATED PRESS

have a record year for coal,
but I don't think it wilt be
enough.”

The six-month study, joint-
}ly commissioned by the two
railroads, began in late 2005
and is expected to be com-
plete this spring. The study
will identify how to increase
rail capacity to 500 million to
600 million tons of coal per
year.

In 2005, the joint line was
affected several times by
weather, maintenance and
washouts, which limited its
ability to move coal. Mainte-
nance work increased after
several derailments that
were linked to an accumula-
tion of dust that had weak-
ened stability of rail beds
after heavy precipitation,

Demand has been increas-
ing for the low-sulfur PRB
coal, which costs less than

coal from other.regicns of

the United States.

“1 just spent time with util-
ity customers in the mines”
Young said recently. “We
have to think differently, so
we've got a full-court press
on putting capacity in, bring-
ing in locomaotives, hiring
and training people to meet
that demand.”

The study is focusing on
trapsportation capacity but
also will look at capacity
within the mines, such
as the mines’

tracks, num-

ber of
See Railroads:
Page 2




Railroads: UP. may add track

Continuedfrom Page 1

trains each mine can load now
and how many more trains
would be needed, said U.P.
spokeswoman Kathryn Black-
well,

BNSF spokesman Pat Hiatte

said a foutrth line isn't assured, -

though that possibility will be
part of the study’'s “capacity
modeling phase.”

It would be premature to say
that next capacity piece would
be a fourth main,” he said.

The joint line runs 102 miles
north from where the U.P, and

BNSF lines intersect to near

Gillette, Wyo. BNSF also oper-
ates another rail line out of the
mines.

Mines served by the joint rail
line have a combined permitted
capacity of 440 million tons per
year, said Larry Metzroth, vice
president of fuels advisory
services for Global Energy De-
cisions. The Boulder, Colo,-
based consulting company fore-
casts energy pricing and supply
and demand.

Moving as much coal as
mines are capable of producing
will require more rail capacity,
he said.

If the railroads increase to
4060 million tens or more a year,
Metzroth said, “They are defi-
nitely going to have issues with
the triple-track system.”

Other parts of the railroads’
coal routes alse will need atten-
tion, he said, including UP.'s
line through western Nebraska
to Kansas City, Mo., and BNSF's
line that runs through Nebraska
and on to St. Louis.

“They need more double- and -

triple-tracking in sections, need
more signals installed, and to
rehabilitate and expand their
yards,” he said. “There will be a
need to invest in the system out-
side of the joint line as well to

handle this increase in coal vol-, -

ume."

Both railroads announced
2006 capital projects recently,
including projects for their coal
routes outside the joint line.

U.P. wili spend $700 million to
$750 million on new capacity for
coal this year, compared to $600
million to $700 million in recent
years, Young said.

BNSF wili add expand its Lin-
coln railyard and add another 32
miles of double- and triple-track
to coal routes outside the South-
ern Powder River Basin. '
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By Nick Carey

" NORTH PLATTE, Neb.. March 15 (Reuters) - Cameron Scott has no doubt about what comes first in his job-as
superintendent of the busiest raif yard in the United States.

"Coal is king," he said.

-Union Pacific Sorp.'s <UNP.N> yard in North Platte-handles up to 170 trains a day. it expects coal to account for
70 percent of freight volume coming through there this year, up from G4 percent in 2005.

Forty percent of alf of the Omaha-based company's business passes through this western Nebraska yard, which
empioys 2,700 people. Checking every foot of rail in sight, Scott said he must accormmodate growing demand for
coal as the No. 1 U.S. railroad tries to expand capacity.

Higher fuel prices — which hurt the trucking industry more than railroads —~ are prompting U.S. companies to shift
aver more cargo 1o trains, while rising U.S. imports have further swelled orders. Customers have complained about
the resulting delays.

Scotl, 43, said he must balance utilities' need for coal with other services coming through the yard, but added his
orders were clear from the day he started this job in November 2004,

"My main task was to keep the coal constantly moving,” he said.

Union Pacific loads and sends out 35 to 40 full coal trains daily at North Platte, compared with fiva per day in 1985,
To increase capacity, the company is laying a third through-line at the yard at a cost of $20 million, which will go
inta aperation in October.

The coal moving though North Platte comes from the Powder River Basin in Wyoming and is popular with U.S.
utilittes because its low suifur content helps them meet U.S. govemment emission requirements. |t is also easier,
thus chesper, to mine than coal from other U.S. basins as its thick seams are close to the surface. High natural gas
pricas have made this coal even more attractive.

Demand for Powder River Basin coal doubled from 200 mifllion tons in 1890 to 400 million in 2005.

Bottlenecks on Union Pacific's network, exacerbated last year by derailments on a 100-mile stretch of track out of
the Powder River Basin that the company operates with No. 2 U.S. railroad Burlington Northern Santa Fe Corp.
<BNI.N>, have led to complaints from customers — including utilities — of delays and unreliable service.

Superintendent Scott said that even more than rail capacity, he was short on locomotives. Union Pacific plans to
add 200 to its fleet of 8,000 this year.

SURPRISING TURNARQUND
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Chief Financial Officer Rabert Knight said U.S. rail companies, which once had been plagued with overcapacity,
scaled back their networks in the two decades following Industry. deregulation in 1880.

And since 2003, 1.5, imports have been growing at double-digit annual percentage rales as manufacturers send
mora wark to daveloping economies like China and India. .

High fuel prices, plus a shortage of drivers, made the U.S. trucking industry less attractive. This pushed traffic onto
the rails and raised Union Pacific revenues by 11 percent 1o $13.6 billion in 2005,

"We were surprised by how quickly things turned around," Knight said.

The company is not alone. Stephen Brown, a corporate finance director at rating agency Fitch Ratings, said for
yaars the four main U.S. railroads - which also include CSX Corp. <CSX N> and Norfolk Southem Corp. <NSC.N>
-- couldn't justify making significant capacity investments because the retums weren't there,

"With the revanue picture improving dramatically over the past couple of years railroads are now in a position to
make invesiments ... but it's going to take some time to get those investments in place," he added.

Union Pacific Chief Exacutive Jim Young said the company plannad ic ease network congestion by targeting the
wors! bottlenecks.

“If we focus on our (bottlenecks), we shouid see congestion easing across the entire network” Young said. -

The company will invest $2.75 billion in maintaining and expanding capacity in 2008, compared with $2.7 billion
last year,

Analysts say Union Pacific is taking the right approach.

“It's clear that UP takes the issue seriously,” said Tony Hatch of ABH Consulting. "It takes time and money to lay
new track, so they have to be sure of long-term returns.”

CFO Knight said it cost the company between $1.5 million and $2 million to lay a mile of frack, an investment that
lasts decades, and $1.8 billion annually just to maintain the network.

Cfficials at both Burington Northern and Union Pacific said they wers boosting capacity to meet utilities’ demand
for Powder River Basin coal, but thay were also looking at how that demand would change long term.

“We can't make invesimants {in new track) based just on demand today, but how it will look 10 years from now and
bayond," said Thomas Kraemer, head of Burlington Northem's coal business.

While waiting for new capacity, Union Pacific managers like Scott say they are working with what they have to
increase afficiency. :

“I have to squeseze every inch of capacity out of the rails | have before | can ask for more," he said. "And although
as superintendent | would always argue | need more rails, | have room to squeeze.”

© Rauters 2006. Al rights reserved. Republication or redistribution of Reuters content, including by caching, framing or similar
means, is expressly prohibited without the prior written consant of Reuters. Reuters and the Reuters sphere logo are registared
trademarks and trademarks of the Reutars group of companies around the world,
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1n March, the board alse will - - ‘f_""
sote on whether it is willing to /% N L
L comisit to similar-sized rate in- -
creases in 2007 and 2008. The 2.0 3 ] w2 ]IS /
ra e l eS actual amounts of those two in- ()

B Needed to pay for

cresses will be subject to Fur-
ther stady and future separate
vores by the board.

Board members reviewed the -

prospective rate increases at

COHStluCﬁOII, the their committee meetings Tues-

increases wou_]d The board long ago accepted
the need for the increases when

begj_n with a 3% rise it embarked on the current con-
struction plan.

this spring,

By Nancy GAARDER
WORLD-HERALDSTAFFWRITER

The Omaha Public Power Dis-
trict is proposing rate increases
totaling about 9 percent over the
next three years as it takes on
almost $2 billion in debt to up-
grade its system.

The first portion of that in-
creasge, 3 percent, would take ef-
fect this spring, assuming board
approval, Charles Moriarty, sen-
ior financial officer, said Tues-
day.

The district elsa is contem-

' plating a pass-through fuel

charge that would allow for po-
tentially more frequent, gener-
ally smaller, rate changes with-
out a vote of the board.

The OFPPD board will vote
Thursday on a budget for this
vear that assumes the 3 percent
rate increase goes into effect in

Most of the debt is going to-
ward the overhaul of Fort Cal-
houn Nuclear Station and the
construction of a new coal plant
near Nebraska City.

A substantial amount of work
will be done on beth projects in
2006, making this year's $538

. million construction budget the
* largest in OPPD's history, Mori-

arty said, Without rate in-
ureages, OPPD calculates that it
would have to go into debt in
2008.

OPPD needs to raise rates, not
only because it is incurring
these costs, but also because
revenues are projected to drop
4§ it takes power plants off line
2or retooling.

To reduce the size of the rate
increases, the utility also is cut-
ting expenses. Bv next year, it
hopes to have completed about
520 million in permanent cuts.

ZEPDR rate hike

April. The 2006 budget wouldto-  znhedule
tal nearly $1 billion, with more
than haif of it devoted to con-  -anuary2004..........3.1 percent

struction projects.

The proposed rate increase
will be the subject of four public
hearings in February. The dates
and locations of those hearings
have vet to be set.

The average residential cus-
tomer, whose monthty bill s
$71.60, would see about a $2.15
increase in that bill, said spokes-
man Jeff Hanson.

For OPPD, the rate increase
would bring in about $16 million
a vear. he said.

nuy 2005/ lanuary 2006
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Nebraska utility to build 125-mile, 345-kV line

Responding to 29% load growth, the Nebraska Public Power
District board Friday approved a 125-mile, 345-LV transmission
project in east-central Nebraska.

The project includes-upgrading to 345- LV a 230-kV line that
runs about 60 miles from Norfolk, Nebraska, to Columbus,
Nebraska, and then building a 345-kV line from Columbus to
Lincoln, Nebraska, said Beth Boesch, utllity spokeswoman,
NPPD, based in Columbus, Nebraska, aims to have the line in
service by 2010, she said.

The project was identified in NPPD's most recent long.range
transmission planning study, Boesch said. The project Is needed
to Improve reliability in light of sustained load growth, she said,
Nebraska is seeing increased demand from farmers switching to
electric pumps for {rrigation, new ethanol plants and industry
¢xpansion, Boesch sald. The utility doesn't have final cost esti-
mates for the project, with design and line siting expected to
start this year, she sald.

The NPPD board aiso voted to spend $5.7 million to Increase
by 12 MW the capacity of the 778-MW Cooper Nuciear Station
near Brownville, Nebraska, by installing *high-accuracy” moni-
toring equipment.

Also at Cooper, the NPPD board approved the first phase of
buflding a dry-cask nuclear fuel storage system at the ptant. The
dry-cask nuclear fuel storage system Involves transferring some
used fuel from wet storage to dry storage i and steel
casks, the public utility said:-NPPD expects to spend §45 m
on the project ™

- NPPD management asked the board to consider a 3.5% aver-
age wholesale rate increase starting in 2007, due to rising fuel
costs, equipment and power plant upgrades. The board is exp
ed to vote on thezafe hike by November.
about 1 million retall and wholesale customers.

Calpine quarterly loss balloons to $818 million

Bankrupt independent power producer Calpine said Friday its
second-quarter net loss ballooned to $818 miilion, more than
double its $298.5 milllon loss in the year-ago period, and
the 5an Jose, California-based company delayed a formal filing
with federal regulators for several days.

For the three months ended June 30, Calpine said it expected
to incur net losses of about $818 million, swelling its total Josses
to $1.4 billlon for the first half of 2006.

Calpine attributed the acceleration ln quarterly net losses pri-
‘marily to an ambitious reorganization program undertaken in
concert with its December 20, 2005, Chapter 11 bankruptcy reor-
ganization flliing.

The company alsp advised the Securities and Exchange
Commission it will need 2 flve.day extension to submit its sec-
ond-quarter report. Caipine spokesman Rick Barraza told Platts
that means the report is expected to be filed with the faderal
agency during this week,

Calpine played down the delay. “This is not unusuaj for a
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ORDINANCE NO. 9064

An ordinance to amend Chapter 15 of the Grand Island City Code; to amend
Sectiors 15-55, 15-57, 15-60, 15-63, and 15-68 pertaining to electric utility rates to repedl
Sectiors 15-55, 15-57, 15-60, 15-63, and 15-68 as now existing, and any ordinance or parts of
ordinances in conflict herewith; and to provide for publication and the effective date of this
ordinance.

BE IT ORDAINED BY THE MAYOR AND COUNCIL OF THE CITY OF
GRAND ISLAND, NEBRASKA:

SECTION 1. Section 15-55 of the Grand Island City Code is hereby amended to
read as follows:

§15-55. 010 Residential Service

Applicable in urban and rural distribution areas. Available at single phase, through a single meter, to
residential consumers for domestic use in a single-family dwelling unit; but is not available for commercial or non-
domestic use.

Individual single-phase motors, not to exceed 10 HP each, may be connected; however, the City Utilities
Department must be notified in writing, if a motor over 5 HP isinstalled.

This schedule has two sets of rates: one for the summer period of five months, beginning with the June
billing; and the second for the winter season of seven months, beginning with the November billing.

KiHowatt-Hours Used Per Month {Qune-October)
Next 700 KWH e 30049 per KWH

Summer Rate Beginning October 1, 2006 Calendar—Y-ear 2006

Kilowatt-Hours Used Per Month (June— October)
First 300 KWH.....oiinie e e e e $0.084 per KWH
$0.077 per K\WH

Next 700 KWH......ocvoiive i i e eee e, $0.059 per KWH
$0.052 per KWH

All additional KWH............ooiiiii i, $0.066 per KWH
$0.059 per KWH

Plus a customer charge of $5.00 per month, in addition to that charged for the electrical energy used, plus
the applicable Power Cost Adjustment charge. The minimum monthly bill shall be $5.00 prior to the Power Cost
Adjustment.

Approved as to Form &
August 17, 2006 o City Attorney




ORDINANCE NO. 9064 (Cont.)

Winter Rate for CalendarYear 2005
Kilowatt-Hours Used Per Month {November - May)
Next700KWH e $0:049 per KWH

Winter Rate Beginning October 1, 2006 CalendarY-ear 2008

Kilowatt-Hours Used Per Month (November - May)
First 300 KWH.......ooviiiiie i e e e $0.084 per KWH
$0.077 per KWH
Next 700 KWH.......cooiiii i e e, $0.059 per KWH

$0.052 per K\WH
Additional KWH..........coiiii e $0.038 per KWH
$0.031 per KWH
Plus a customer charge of $5.00 per month, in addition to that charged for the electrical energy used, plus
the applicable Power Cost Adjustment charge. The minimum monthly bill shall be $5.00 prior to the Power Cost
Adjustment.

SECTION 2. Section 15-57 of the Grand Island City Code is hereby amended to

read as follows:

§15-57. 030 Single-Phase Commercial Service

Applicablein urban and rural distribution areas. Available for commercial customers, for lighting and small
appliances. Available for single meter apartment units, and combined residential-commercial use, where the
Residential Rate is not applicable. Service shall be through a single meter.

Individual single-phase motors, not to exceed 10 HP each, may be connected; however, the City Utilities
Department must be notified in writing, if a motor over 5 HP isinstalled.

Kilowatt-Hours Used Per Month Rates-2005 Rates Beginning

Calendar Year October 1, 2006
First 350 KWH ... $0.080per KWH  $0.089 per KWH
Next 650 KWH.... ... $0.070 per KWH ;‘6_0:079 per KWH
Next L5000 KWH.....ooii e e $0.064 per KWH @:073 per KWH

$0.066 per K\WH
Next 2,500 KWH.....ooooii e $0.060 per KWH  $0.069 per KWH

$0.062 per KAWH
Next 5,000 KWH.......oooii e $0.053 per KWH  $0.063 per KWH
$0.056 per KWH
Over 10,000 KWH.........coiiiiiii e, $0.050 per KWH  $0.060 per KWH

Plus a customer charge of $7.00 per month, in addition to that charged for the électrical energy used, plus
the applicable Power Adjustment charge. The minimum monthly bill shall be $7.00 prior to the Power Adjustment.




ORDINANCE NO. 9064 (Cont.)
SECTION 3. Section 15-60 of the Grand Idland City Code is hereby amended to
read as follows:

§15-60. 050 Three-Phase Commercial Service

Applicable in the territory served by the City of Grand Island; and is available through a single meter at
three phase, for any electric service uses where three-phase serviceisavailable.

This schedule has two sets of rates: one for the summer period of five months, beginning with the June
billing; and the second for the winter season of seven months, beginning with the November billing.

SummerRate for Calendar Year 2005
Kiowatt-Hours Used Per Month June-October)
j $0.075per KWH

Summer Rate Beginning October 1, 2006-CalendarY-ear

Kilowatt-Hours Used Per Month (June - October)
First 1,000 KWH.......ooovviiiiie i, $0.086 per KWH
$0.079 per KWH

Next 1,500 KWH.......cooovviiiiiec i, $0.078 per KWH
$0.071 per KWH

Next 2,500 KWH.......coooviiiiiieinnn, $0.074 per KWH

$0.067 per KWH
Next 15,000 KWH...............ceeeeveeeo.. $0.068 per KWH
$0.061 per KWH
Over 20,000 KWH.......coieiiiiianee, $0.065 per KWH
$0.058 per KWH
Plus a customer charge of $10.00 per month, in addition to that charged for the electrical energy
used, plus the applicable Power Cost Adjustment charge.
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Winter Rate Beginning October 1, 2006-Calendar Year

Kilowatt-Hours Used Per Month (November - May)
First 500 KWH......oiiiiii i $0.086 per KWH
Next 1,000 KWH.......o..oooovveerrnn 0.078 per KWH
Next 2500 KWH.......cooiviiiiiiie $0:065 per KWH
Over 4000 KWH......cooiiiiiiiiin, $0:062 per KWH

Plus a customer charge of $10.00 per month, in addition to that charged for the electrical energy
used, plus the applicable Power Cost Adjustment charge.

Minimum
The minimum monthly charge shall be no less than $10.00. The minimum shall in no event be less than $0.70 per
month per connected horsepower.
The billing horsepower shall be determined as follows:
1. Total connected horsepower, if total connected horsepower islessthan 20 HP.
2. If total connected horsepower exceeds 20 HP, then the hilling horsepower shall be the larger of 20 HP, or
the largest single connected motor.
3. If questions arise as to the actua billing horsepower, the City Utilities Department may, at its option, install
demand meters. The Kilowatt reading shall determine the billing horsepower on the basis of 0.75 Kilowatt = 1.0
HP.
It isthe responsibility of the customer, to inform the City Utilities Department of changes that may effect minimum
billings.

SECTION 4. Section 15-63 of the Grand Island City Code is hereby amended to

read as follows:

§15-63. 100 Three-PhasePower Service
Applicable in the territory served by the City of Grand Island, available through a single meter at three
phase. Available for any commercial or industrial use of energy.

Calendar Beginning 2006
Year 2005 October 1, 2006
Calendar Year
Demand Charge
$8.00- $8.50 per KW of billing demand
Energy Charge
$0.0265 $0.0345 per KWH for the first 450 hours of monthly demand
$0.0275
$0.0200 $0.0280 per KWH for all additional usage; plus applicable Power
$0.0210 Cost Adjustment charge.
Customer Charge
$300.00 $300.00 per month.

The minimum monthly bill shall be no less than $700. The Power Cost Adjustment charge is applied to
energy consumption only.

-4-
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SECTION 5. Section 15-68 of the Grand Idand City Code is hereby amended to

read as follows:

§15-68. 114 Area Floodlighting

Applicable in the territory served by the City of Grand Island; and is available for any outdoor area
floodlighting of consumer's property from dusk to dawn, where such service can be rendered directly from existing
secondary distribution lines of the City.

Luminare will be selected by Electric Department and provided from Electric Department stock. For
installation on an existing wood pole, and connected to existing overhead secondary conductors on such pole, the
rateis $O 76 Der watt Der vear bllled on a monthlv bass beqmnl ng October 1, 2006 $O-20-pepwatt—per—year—bMed

Power Cost Adjustment is not applicable to the Area Floodlighting Rate.

SECTION 6 Section section # as now existing, and any ordinances or parts of
ordinances in conflict herewith be, and hereby are, repealed.

SECTION 7. The validity of any section, subsection, sentence, clause, or phrase
of this ordinance shall not affect the validity or enforceability of any other section, subsection,
sentence, clause, or phrase thereof.

SECTION 8. That this ordinance shall be in force and take effect from and after
its passage and publication, in pamphlet form, within fifteen days in one issue of the Grand
Island Independent as provided by law.

Enacted: August 22, 2006.

Jay Vavricek, Mayor

Attest:

RaNae Edwards, City Clerk
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