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WOLF CREEK NUCLEAR GENERATING STATION-

UNIT NO. 1

OPERATING LICENSE REVIEW FOR SIGNIFICANT CHANGES
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WOLF CREEK GENERATING STATION, UNIT NO. 1

Operating License Antitrust Finding of No Significant Change

A. Introduction

Section 105c(2) of the Atomic Energy Act of 1954, as amended, provides for an

p antitrust review of Operating License applications if significant changes
in the licensee's activities or proposed activities have occurred since the

' construction pemit antitrust review. Authority to make the significant
change detemination was delegated to the Director, Office of Nuclear Reactor
Regulation (NRR) for reactors and to the Director, Office of Nuclear
Material Safety anc Safeguards (NMSS) for production facilities, as
appropriate.

The Nuclear Regulatory Commission in a Memorandum and Order (CLI-80-28)
dated June 30, 1980,I set forth three criteria upon which to bare a
"significant change" detemination as follow:

,

'w .

(1) the change or changes mQst have occurred since the conskruction
"

pemit rGview, .

(2) the change or changes must be attributable to activities or proposed
activities of the licensee, and

(3) the changed situation must have antitrust implications which would 'N'

likely warrant a Commission remedy. *

The sta f f,2 has reviewed the activities and proposed activities of .the
applicants, the Kansas Gas and Electric Company''(KGAE), the Kansas City

I 11 NRC 817, 824 (1980). Seealso13NRC862(1981).
2 The Antitrust and Economic Analysis Section, Site Analysis Branch, Division

of Engineering, Office of Nuclear Reactor Regulation ano the Antitrust
Counsel of the Executive Legal Director in consultation with the Department
of Justice.

4 .
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Power and Light Company (KCPL) and the Kansas Electric Power Cooperative,

Inc. (KEPCo) that have transpired since'the issuance (and subsequent amendments) of
the construction permits on January 18, 1977, for the Wolf Creek Generating

,

Station, Unit No.1 (Wolf Creek), Docket'50-482. It is the staff's con-
clusion.that no "significant changes" have occurred.

:=.

B. Background

(1) Electric Utilities In The Recion

'

KG&E and KCPL are both members of the Missouri Kansas Pool (M0KAN).*
KEPCo is net presently a n.cmber of M0KAN, but plans to join the
pool after obtaining ownership participation in Wolf Creek.

The members of M0KAN serve in Kansas 'ahd Western Missouri and are
interconnected by 345 kV and lower voltage transmission lines
with members of the Illinois-Missouri Pool to the east, the ~

~

tMdcontinent Area Power Pool to the north, and systems in
Oklahoma to the south. KG&E serves in Eastern Kansas; KCPL serves

. ,

in Eastern Kansas and in Western Missouri. With respect to peak
loads, KG&E and KCPL are relatively small in comparison with other

investor owned utilities in the United States (ranking 61st and 52nd
respectively in 1981), but relatively large in canparison to other
electric utilitien in' Kansas ~ and Western Missouri. ^ --

*

.

There are numorous municipal and rural electric cooperative systems
in Kansas and Western Missouri. Most of these systems are relatively small
electrical entities, some with generation of their own, some without.

-

* Other members are .the Central Kansas Power Company, the Empire District
Electric Company, the Kansas . Power and Light Company, the Missouri Public
Service Company, the Saint Joseph Light and Power Company, the Sunflower
Electric Cooperative and the Kansas Division of Central Telephone and
Utilities Corporation.

.
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Most of them have one or more electrical connections with investor owned
utilities through which they obtain partial or full requirements
wholesale power. By comparison, the Kansas City Board of Public Utilities
(BPU) is the largest municipal system in the region; however, it serves only,

- about one-fourth the electrical ~ load as KG&E or KCPL.

In addition to electrical connections to municirial and cooperative systems,
KG&E and KCPL have numerous transmission interconnections with-

one another and with other investor owned utilities in the region.

The Southwestern Power Administration (SWPA), a Federal agency,

supplies hydroelectric preference power to municipals and
electric cooperative systems in the area. This service often
involves the use of the transmission systems of investor owned
utilities to deliver the electric power where SWPA has no direct
electrical connections with the municipals or cooperatives. For-

-

example, the delivery of ' preference power to BPU from SWPA
,,

requires transmission services by the intervening Empire District -

Electric Company (EDE) and KCPL systems in order to reach BPU.

(2) Kansas Municipal Enercy Aoency (KMEA)

.
.

KMEA is a municipal agency organized under the laws of
,

*the State of Kansas for the purpose of furnishing electric capacity
and energy and perfonning other services for its member municipal
electric systems. The Agency is governed by a Board of Directors

, consisting of two directors appointed from each member municipality.
Management of the Agency is provided by a general manager appointed
by the Board. The predecessors of the Agency were four other agencies.
These were the Northwest Kansas Municipal Energy Agency,
the Northwest Kansas Power Agency, the So'uth Central-Southwest- Power

Agency and the Eastern Kansas Power Agenci. Thirty municipalities
having common interests

4
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joined together on May 1,1980 to form KMEA by the expansion of |

the existing Northwest Kansas Municipal Energy Agency. As of March
1984, KMEA had a membership of 34 generating municipalities out of
a total of approximately 66 generating municipals in Kansas.

The Agency's primary purpose is to cssist its members in securing an
adequate, economical and reliable supply of electric capacity and
,.

e5ergy and to arrange transmission to such members. Each member

, owns and operates its own electric generating and distribution facili-
ties and sells capacity and energy at retail. The electric systems
of most of the members are connected to the transmission facilities
of other electric utilities operating in their vicinity. The mem-

bers purchase all or a portion of their needs from these utilities.*

(3) Kansas Electric Power Cooperative, Inc. (KEPCo)

KEPCo is a generation and transmission electric cooperative
corporation organized under the laws of Kansas and consisting.
of 25 rural electric distribution cooperatives serving rural
areas in Kansas. At this time, KEPCo has neither generation nor trans-
mission facilities. However, KEPCo plans to acquire ownership or control -

of power resources as required to meet the total power obligations of its
members and to meet the reserve requirements of any pool agreements.

.

Presently it r,eceives and delivers power utilizing the transmission systems
. ~%

of inve.stor owned electric utilities in the area. Eight of its members are
,

'

electrically connected to KG&E, two to KCPL, fourteen to Kansas Power

and light (KP&L), ten to the Western Division of the Central Telephone
and Utilities Corporation -(CTU) and two to the Empire District Electric-
Company (EDE).3

KCPL, KGE, Kansas Power and Light, Western Division of Central Telephone*

and Utilities Corporation, Sunflower Electric Cooperative, and Midwest
Electric Cooperative. The 34 members are relatively evenly distributed
among these utilities.

.

Information received by telephone on 3/15/84 from Joseph W. Mulholland
Manager of Power Suppply and Engineering for KEPCo. The sum totals to more
than 25 because some members are connected to more than one electric utility.

l
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KEPCo has Wholesale Power Contracts executed by it's 25 distribution coop-
erative members. These contracts require 23 of the distribution cooperatives
to purchase all power requirements from KEPCo through the year 2020. The

two remaining members purchase power requirements for only a portion of their
load and generate their remaining requirements. The Kansas Corporation

,

I.- Commission (KCC) regulates KEPCo's rates.

(4) Construction Permit Antitrust Review

On December 10, 1974, the Attorney General advised the Atomic Energy
Commission that no antitrust hearing would be necessary with regard
to Wolf Creek if the license were conditioned as agreed to by the
Department of Justice (Department) and the applicants.

The license conditions to which applicants and the Department had agreed
""~~

were designed to alleviate the, Department's concerns that 1) .KCPL had
. refused to enter into interconnection and coordination agreements with

other utilities on reasonable terms and condition, 2) KCPL repeatedly
refused to wheel power on behalf of smaller utilities, and 3) KEPCo and
smaller utilities had been unable to secure any assurance of access to
Wolf Creek on reasonable terms and conditions.

.

.%

Notwithstanding the Department's advice letter, the Commission .

.

,
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convened a Licensing Board which admitted KEPCo as an intervenor. The

Board accepted KEPCo's contentions that the proposed license conditions
limit 5d the transmission and wheeling services that KEPCo was to receive. |

During the course of the hearings on the alleged antitrust violations of the
applicants, KEPCo and the applicants proposed a settlement agreement to
which the staff and the Department.of Justice had no objections. The

settlement provided that KEPCc could purchase a 17% ownership interest
NWolf Creek plus additional transmission services. On July 27, 1976
.the Licensing Board approved the settlement agreement.4 This effectively

.

completed the.construciton pemit antitrust review. The specific
license conditions were later attached as Appendices A and B to construction
pemit CPPR-147 issued May 17, 1977.

C. Chances Since The Construction Pemit Antitrust Review

(1) The Addition of KEPCo as an Owner Participant

On July 17, 1979, the staff requested KG&E to provide antitru.st infor-
mation on any addi.tional ownership participants in the Wolf Creek-

plant, and on July 30, 1979 the company filed to amend the construction
pemit allowing KEPCo to become a participant in Wolf Craek.5 .

On September 11, 1979 KG&E submitted the antitrust information regard-
ing KEPCo's ownership. This infomation was then forwarded to the
Department of Justice on September 25, 1979.

m
*

.

and I :.;bt Comoany (Wolf Creek Generating Sta+$on,and Kansas C'ity PowerIn th* matter of Kansas Gas and Electric Com ny
! Unit No. 1) Docket

k,. ';~ 482 A, LBP-76-27, July 27,1976. -

5
On December 22, 1981 a construction pennit amendment was issued providingi

| for f*e addition of KEPCo as an applicant.
!

.
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The Department rendered its advice on the antitrust implications of
KEPCo's participation in Wolf Creek on March 28, 1980, stating that
the purchase of an ownership interest in the Wolf Creek Generating
Station, Unit 1, by KEPCo was pursuant to the license conditions

.

agreed to in 1974, and that the Department had no basis to conclude that
, an antitrust hearing regarding KEPCo's ownership was necessary. This

,

7 ' advice letter was published in the Federal Register on April 9,
1980. Petitions for leave to intervene and requests for hearings were
to be filed by May 9, .1980. No petitions or requests for hearing
were received.

(2) Submission of Antitrust Information In Connection With The
-

Operating License Application

On May 6,1980, KG&E submitted for itself, KCPL, and KEPCo, information
for " Antitrust Review of an Operating License Application." A notice of
the receipt of this information was published in the Federal Register

,
on July 23, 1980. The notice stated that any person whc , wished to -

have his views considered' with respect to significant changes related
..

' to antitrust matters which had occurred in the licensee's activities since -

the construction pemit antitrust review was to submit his views to the
NRC on or before September 22, 1980. -No responses to this notice were
received.

'
'

The information submitted by the applicants revealed that several
changes had occurred which could have affected the competitive *

relationship between' the applicants and several municipalities.
After reviewing these. initial data, staff requested the applicants

, to supplement the antitrust in. formation they had submitted and
invited comments from the Kansas Municipal Energy Agency (KMEA)-
regarding its negotiations for access to the Wolf Creek Plant.

.

|
-

,

|

|

A



|
.

'
>

.

i

-8-
~

(3) KEPCo

|
.

KEPCo has acquired a six percent undivided ownership interest in Wolf
Creek. Although the license conditions specified that KEPCo could

C - acquire a 17 percent interest, available financing has limited KEPCo's
interest to six percent.6 KEPCo's.; ownership in Wolf Creek is funded

,

by a 35 year loan, approved and guaranteed by the Rural Electric-

Administration (REA), from the Federal Financing Bank. The loan is
secured by long tenn agreements between KEPCo and its members,

obligating the members to purchase their electric power and energy
~

from KEPCo.

In addition to the Wolf Creek power, KEPCo has obtained entitlements
to 105 MW of SWPA power and 27 MW of llestern Area Power Administra-
tion (WAPA) power for its members. KEPCo has also entered into
contracts with KG&E for the purchase of firm, partial re'quirements,
bulk power for its members in the KG&E power supply area and for total
requirements, bulk power from KCPL 'for its members in the KCPL

.

power supply area.

KEPCo has entered into a contract with KG&E providing for coordina-

tion and transmission services and mutual consultation on transmission
planning. KEPCo has also obtained coordination and transmission 'N

services from KCPL, and expects to obtain additional coordination '

'

and transmission services from both KG&E and KCPL in the future.

. .

6
Letter to Stephen S. Skjei, Chief, AEAB, NRC from Joseph W. Mulholland,
Manager of Power Supply and Engineering, KEPCo, dated February 22, 1982.

..
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(4) KMEA |
|

|

In 1979, both the Northwest Kansas Municipal Energy Agency and the
|

Eastern Kansas Municipal Energy Agency inquired of KG&E and KCPL as

(to the availability of ownership participation in Wolf Creek and other
'.- power services. Portions of these two agencies and others later merged

to fom the Kansas Municipal Energy Agency (KMEA).

KMEA will provide base load power and energy while the cities will
utilize their own small oil and gas fired generation for peaking
purposes. KMEA studied the feasibility of purchasing from KG&E
and KCPL an ownership interest in Wolf Creek and in the Lacygen
Generating Station, a two unit coal-fired plant with a total
capacity of 1370 MW. The economics did not prove to be
favorable, and KMEA instead has contracted with BPU for a 37.5 MW

.

purchase of power and energy, to come principally from BPU's Neaman
Creek Power Station. Concurrently, KMEA has entered into power

,
-

supply agreements with several of its members to sell thero this power *

as well as 11.1 MW of SWPd power. Because of transmission.

charges, for transmitting the SWPA energy to some of the members en- ~

titled to SWPA power, it is not always economical for some of the
members to take this power. Therefore, KMEA has entered into

agreements with several of its members to buy from them this power and resell *

it to others having lower over-all transmission costs.
.

..

,

According to KMEA's General Manager, KMEA has no plans at this time to
purchase power from specific generating stations other than the Neaman
Creek station. Instead, KMEA plans te work ,toward increasing it's SWPA

.

7 Information received by telephone on 3/13/84 from Gilbert E. Hanson,
General Manager of KMEA.

'
.

|

4
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entitlements and deliveries, and in obtaining system participation'

power from KG&E and KCPL. As a result of excess' generating capacity in !

the area, KMEA hopes to negotiate, favorable tems with KG&E and KCPL |

to equitably utilize this capacity to the benefit of all parties,
orather than building additional facilitier or going outside the area

for its power supply. m.,,,, . .,

.

(5) Cities of Chanute, Iola and Fredonia

The Cities of Chanute, Iola and Fredonia (Cities) filed a complaint
against KG&E in the United States District Court of Kansas on
January 27, 1983. The complaint alleged violations of Sections 1 and
2 of the Sherman Act and Section 3 of tne Clayton Act. The complaint
alleged, among others, that:

,

'

(1) KG&E is the only supplier of wholesale electric power to the.

Cities;

.

(2) KG&E owns and controls the only electric transmission facilities
connected to the Cities;

(3) it would be economically impractical for the Cities to construct
alternative electric transmission facilities to any other electric 'N

'

utility; and '

(4) KG&E refused to wheel, or refused to wl) eel except upon unreasonable

~

or anticompetitive conditions, wholesale electric power to the
Cities from the Southwestern Power Administration or from the
Nearman Creek plant.

.

. By a filing dated March 14, 1093, KGAE moved to dismiss the Cities'
complaint alleging, .among 'others, that:

/

., . - , -- , . - . . , . . , - , , , , , --
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(1) the complaint showed no concerted action by KG&E with others in
violation of Section 1 of the Sherman Act,

(2) KG&E is regulated by the Federal Energy Regulatory Commission
(FERC) and the State Corporation Commission such that its tems
and conditions cannot be unreasonable, and-

Y

(3) that no violation of Section 3 of the Clayton Act occurred because,

transmission is~ a service and not a commodity.

The Kansas Corporation Commission filed an amicus brief, pointing out
the declared public policy of the state to avoid duplication of facili-
ties for distributing electricity and to avoid " unnecessary encum-
brance of the landscape."

(a) Backcround

'

~
. .

KG&E has previously entered into interconnection agreements with the
Cities enabling them to purchase wholesale electricity on request..-

.

These are long term contracts which allow rates to change only at
five year intervals. The contracts are silent on the use of KG&E
facilities to transmit power generated by external sources. Each

city has acquired an outside source of supplemental electricity.
Fredonia contracted with KMEA to purchase participation power

.%
from the Neannan Creek generating plant; it was scheduled to begin

,

receiving the power on June 1,1983, under a take-or-pay * arrangement.
Chanute and Iola were to receive allocations of electric power from
SWPA beginning in 1984, provided necesary transmission arrange ~-
ments were in place by January 1984.

.

KG&E refused to wheel the power to the Cities from SWPA and Neannan

! Creek unless.the cities agreed to modify their interconnection
|

.

*Take-or-pay arrangements assess charges against the buyer for a specified
amount of power even if the buyer cannot or chooses not to take the po.ver.

.

' a .
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|
agreements and the associated fixed term contracts for firm power.
KG&E's position was that the fixed term rates were no longer compen-
satory because of the recent sudden increase in the cost of producing
electricity. Cities' position was 'that conditioning wheeling on the
utermination of existing agreements violated antitrust laws.

" * "*(b) District Court Injunction ~

. .

The District-Court provided on June 1,1983, preliminary inju..ctive
' relief for the Cities by ordering KG&E to wheel power at current

rates. The court noted that normally the purpose of preliminary
relief is to maintain the status ouo so that the court will be able
to render meaningful relief at a later date. It further noted that
in this case, the issuance of an order compelling wheeling would
alter the status ouo, but the failure to issue 'such an order would

also alter the status ouo. 'It added that if the Cities' motion is
~~~~

denied, they would have two choices: agree to KG&E's condition and '
enter into new interconnection agreements, or retain the existing

.

agreements and give up their entitlements to firm. power from non-KG&E
sources. On balance, the court found that KG&E would bear significantly
less hardships if the injunctive relief were granted than the Cities
would bear if the injunctive relief were not granted. '

-

.

In granting tenporary injunctive relief to the Cities, the court noted -

,

a difference between this case and Otter Tail noting that KG&E had not
unconditionally refused -to wheel electricity. It stated:-

"Whether the conditio'n KG&E imposed is r'easonable under thet

- - circumstances is an issue that the court believes to be fair
ground for litigation and more deliberate investigation."

.

On the other-hand, the court refused to accept KG&E's position that

L the ' Cities have an adequate remedy at law because they can petition
the' Federal Energy Regulatory Commission (FERC) to order the wheeling

<

e

- -, , ,v,,.. +,.--n-. ,- - - - - - - - ;-.. ,, -- . . ~ , , ,, , - . . , .. --



.
- -

. .

.

|
-.

'

- 13 -
i

|
'

of power. Looking to the legislative history of the Federal Power
Act, the court found that it was not " contemplated that a court
entertaining an antitrust suit should defer to the FERC matters
requiring judicial application Of the antitrust laws." Moreover,
the court found that it was unclev whether FERC could issue an
Order requiring KG&E to wheel .

,

(c) Current Status

The District Court's temporary injunction requiring KG&E to wheel has
been appealed, but no hearing date had been established as of 3/14/84.
In the meantime, KG&E has been wheeling SWPA power to Chanute and Iola.

Fredonia has not been taking electric energy from Nearman Creek because

the production costs plus the wheeling charges for that energy would
be more expensive than the power they receive from KG&E under their
partial requirements rate. With respect to KG&E's fixed tem contracts
to supply partial requirements power to the Cities, a provision in the
contracts requires proposed rate changes to be resolved'before arbi-

" trators appointed by the American Arbitration Association. In November
,

of 1983, a three-person panel approved an increase of rates applicable
to the Citier which was only one-third that requested by KG&E. The

proposed rate increase was filed with FERC, but contested by the Cities
*

because it contained a demand ratchet which the arbitrators had dis-
allowed. The rate case is still pending befo're FERC.0 %

'.

As has been demonstrated by the District Court, it has the willingness and
authority to rule with respect to the Cities' concerns with KG&E's wheeling
practices. In fact it has detennined to consider this issue and has

~ made findings with respect to KG&E's policy in connection with its decision
,

i

*
A demand ratchet assesses demand charges based on previous demands rather than
the current demand if the current demand is'less than a specified
percentage of the previous demand.

8 Infomation received by telephone on 3/13/84 from Kenneth Barnes of FERC.

4
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to issue a temporary injuction. It is accordii. gly unlikely that Commission
imposed relief would be warranted in view of the District Court's action. In

{
the event that the District Court detemines that K'G&E has violated the
antitrust laws, the Commission will bave an opportunity to determine whether

further relief is necessary pursuant to Section 105 (b) of the Atomic Energy
Act', 'a~s amended.

. =:m m

~(6) Other Changes In The Applicant's Activities

Since 1974, KCPL and a number of municipal electric systems have
executed Municipal Participation Agreements providing for the shar-
ing of reserves and other services such as reserve capacity, standby
service, finn power, economy energy, system participation power and
transmission service. These agreements and services were consistent'
with the antitrust license conditions negotiated between KCPL and

the Department of Justice during the construction permit antitrust
review. Numercus instances have occurred wherein other electrical_

systems have taken advantage of bulk power or transmission services
,, offered by KCPL. Similarly, KG&E has offered an ownership interest -

to KEPCo in the Wolf Creek plant, and associated transmission and
backup services consistent with its antitrust license conditions.
These activities result in economic benefits to all parties.

-

Since the construction permit review, KG&E has agreed to supply wholesale
'

'

. power to the cities of Augusta, Erie and Oxford; and KCPL '

,

has agreed to supply wholesale _ power to the City of Osawatomie
and to ~Baldwin City. In add.i+. ion, KG&E and KCPL have strengthened

several interconnections and added numerous delivery points to their
existing' municipal and rural electric wholesale customers. These are
actions which result in improved reliability and lower power supply
costs to each of the respective systems.

.

9

9
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In 1978, KCPL purchased the City of Armstrong's distribution system
and began serving the city at retail rather than wholesale. This
action was at the request of the City and approval of more than two-
thirds of the voters. In other instances, after inquiries were made of KG&E
ena KCPL regarding the purchase of distribution systems, the cities,

;; chose not to proceed with the sale. In 1976, the City of Rose Hill
annexed territory then served by the Butler Rural Electric Cooperative
and awarded a franchise to serve the annexed territory to KG&E. The

Kansas Corporation Commission upheld the City's right to award the
franchise to KG&E after opposition by the Butler Cooperative. In still

another instance, a request by the City of New Strawn for service by
KG&E was denied by the Kansas Corporation Commission in favor of the

Coffey County Rural Electric Cooperative. These developments bear

no significant competitive repercussions and consequently require no
NRC action or remedy.

In addition to the above changes', the applicants have changed some -

provisions and conditions in their rate schedules. KG&E, under order,,

from the Federal Energy Regulatory Commission (FERC) in Docket No. -

ER 77-578, changed its agreements with municipalities from a declining
block demand and energy rate to a customer charge, demand and energy
concept. In addition the use of a 75 percent demand ratchet on non-
generating municipals was eliminated. In another instance, a new schedule

'

between KG&E and its rural electric cooperative customers went into
'effect in September 1979. This new schedule eliminated the ratchet

provision of the old rate schedule, and changed an energy step rate to

a customer charge, demand and energy conce,pt.

Changes in KCPL wholesale schedules in 1976 and 1979 resulted from

an agreement with the Department of Justice during the construction

.

1

4
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permit antitrust review to eliminate certain provisions in the
Company's FERC Rate Schedules. Similarly, KCPL changed some pro-
visions in its retail schedules including the elimination of the
fuel adjustment clause in its agreenients with its Missouri customers.
In, addition, both KCPL and KG&E . established a summer-winter differential
for their retail customers.

:: =.

_

The changes in ~ rates and/or rate schedules described above are in

confomance with, or are pending approval by bodies having
jurisdiction over these matters and suggest no reason for or need of
action by the NRC.

E. Concl usion

The activities of Kansas Gas and Electric Company (KG&E) and Kansas City Power
and Light Company (KCPL) subsequent to the construction pemit antitrust

~~

review have been primarily focused on implementing the license conditions
attached to the Wolf Creek constructinn pemit.

The Kansas Electric Cooperative, Inc. (KEPCo) has been formed as a joint
action agency for electric cooperatives in Kansas to plan and secure an
cconomic and reliable supply of electricity for its members. KEPCo has

acquired a six percent ownership interest in the Wolf Creek plant and --%

cntitlements to preference power from the Southwest Power Administration -

,

(SWPA) for its members.

The Kansas Municipal Energy Agericy (KMEA) has been ' formed as a joint action

agency for municipalities in Kansas to plan and secure an economic and
reliable supply of electricity for its members. The Agency has obtained

participation power from the Neaman Creek fossil fueled power plant for
some of its members and preference power from SWPA.

.



m, . . _ _ _ _ _ . . ._. _ __ __

* '1.
.. ,

. .

.,.
.

- - 17 -

KCPL has entered into agreements with municipal electric systems providing
for transmission and other bulk power supply services con::istent with
license conditions negotiated during the construction permit antitrust
review. Both KCPL and KG&E have provided or strengthened interconnections,

added delivery points, and provided full or partial requirements power to
other . electric utilities in the area.

p

An antitrust suit has been filed against KG&E by the cities of Chanute,
,

Fredonia and Iola (the Cities) in the District Court of Kansas. Pending the
outcome of the law suit, the Court has issued a preliminary injuction '

against KG&E requiring KG&E to wheel power from SWPA to Chanute and Iola,

and -from the Neannan Creek power plant to the City of Fredonia.

The wheeling issue is intertwined with fixed tenn partial requirement
power supply contracts between KG&E and the Cities; contracts which

-

KG&E alleges are no longer compensatory. Filed amendments to the power

.
supply contracts are pending before the Federal Energy Regulatory
Commission (FERC). -

,

.

'

.. The formation of KMEA and KEPCo has improved the ability of he municipals
and cooperative electric utilities in Kansas to economically plan and secure ~

alternative bulk power resources. The contractual services offered by KG&E
and KCPL have made it easier for the municipals and cooperatives to imple-
ment their plans and integrate new power supply resources with their existing
power supp'ies. These events make it e ter for the municipals and %.

cooperatives to maintain economic and reliable electrical systems. .

.

The negative impacts resulting from the controversy between

KG&E and the cities of Chanute, Iola and Fredonia have been temporarily
alleviated by the District Court's preliminary. injunction and will"
be resolved by the courts and the- FERC. Thus, the changes in the

'

' applicants' activities since the. completion of the Wolf Creek constructior.

! permit antitrust review do not have any antitrust implications that would
likely warrant a Commission remedy and, therefore, 'do not require an additional
antitrust review at the operiting license stage.

,
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