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07R-49 Introduce: 2-12-07

RESOLUTION NO. A-

WHEREAS, a severe ice storm in Central Nebraska over the period of December
29 - 31, 2006, caused substantial damage to Nebraska's high voltage transmission system
resulting in 37 transmission lines out of service, essentially splitting the State’s electrical system
in half; and

WHEREAS, Nebraska Public Power District (NPPD) is taking all actions
necessary to expedite the repair and reconstruction of the damaged transmission lines in order
to return them to service as soon as possible; and

WHEREAS, NPPD is projecting that all the transmission lines will be repaired by
June 1, 2007, assuming normal weather and timely materials delivery, and operations; and

WHEREAS, the transmission outages have impacted Lincoln Electric Systems’
(LES) ability to receive its full allocation of power from the Laramie River Station (LRS) near
Wheatland, Wyoming, and the Gerald Gentleman Station (GGS) near Sutherland, Nebraska,
LES’ two least cost resources; and

WHEREAS, LES is incurring significantly higher power costs because it must buy
higher priced wholesale power or generate using its own higher cost generating units to replace
the amount of power normally supplied by LRS and GGS; and

WHEREAS, LES incurred more than $3 million in storm related replacement
power costs in January 2007 along; and

WHEREAS, such increased costs are currently averaging $80,000 to $100,000
or more per day and are expected to total $9.4 million before the transmission system is fully
repaired which is currently estimated at June 1, 2007; and

WHEREAS, the Budget and Rates Committee and the full LES Administrative

Board have reviewed LES’ financial condition and have determined that an emergency exists
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because LES’ current rates and reserve levels are insufficient to cover the increased power
costs resulting from the ice storm damage to the high voltage transmission system; and

WHEREAS, the LES Administrative Board has identified a temporary 5.5%
surcharge as the most effective way to cover the storm-related costs without having to add the
costs to the ongoing rate base; and

WHEREAS, the LES Administrative Board has requested the Lincoln City
Council to declare an emergency and approve the temporary surcharge; and

WHEREAS, it is the responsibility of the City Council of the City of Lincoln to set
rates and adopt service regulations for electric service to ratepayers in the LES service area.

NOW, THEREFORE, BE IT RESOLVED, that the Lincoln City Council finds that
an emergency exists and adopts and approves a 5.5 percent surcharge on LES electric rates
solely for the purpose of paying increased power costs stemming from the December 29 - 31,
2006 ice storm damage to the Nebraska transmission system and LES’ inability to receive its full
allocation of power from LRS and GGS. Details of the surcharge are provided in Attachment |
to this resolution which is hereto fully incorporated by reference.

BE IT FURTHER RESOLVED, that the surcharge on electric rates shall expire on
December 31, 2007, or at the end of the billing cycle in the month when the surcharge has
generated revenues sufficient to cover the storm-related power costs, whichever occurs first.

BE IT FURTHER RESOLVED, that while the surcharge is in effect, LES will
include in its monthly reporting to the LES Administrative Board a specific report that monitors
the ice storm related power costs and the accumulated surcharge revenue.
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