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MPSC Case No. U-14703

Dear Ms. Kunkle:

Attached please find the City of Mackinac Island’s exhibits entered at the hearing on June
27, 2006. This submission is Part 1 of 2 and contains exhibits CMI-1, CMI-3 through CMI-7,
and CMI-9 through CMI-12.

This is a E-File Paperless case, and therefore these exhibits will only be submitted
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Thank you for your assistance. Should you have any questions, please feel free to contact

my office.
Very truly yours,
FRASER TREBILCOCK DAVIS & DUNLAP, P.C.
Thomas . T
Waters S L e
Thomas J. Waters
TIW/als
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JOINT OPERATING AGREEMENT
BETWEEN
WISCONSIN ELECTRIC POWER COMPANY
| AND

EDISON SAULT ELECTRIC COMPANY

THIS AMENDED AGREEMENT is made and entered into this of , 2003, by
and between Wisconsin Eleotric Power Company (“Wisconsin Electric”) and Edison Sault Elestric
Company (“Edison Sault”), referred to co]lecti\lfalyl as “Parties” and singularly as “Party”.

WHEREAS, Wisconsin Electric and Edison Sault intend to amend the Joint Operating
Agreement dated October 16, 2000 in order 1o achievé a greater realization of economic benefits for
their oustomers through the wholesale coordination of genﬁaﬁon and/or purchasing of renewable
energy;-and |

| WHEREAS, Wisconsin Electric rand Edison Sault either have in effect or are seeking

approval from state regulatory commissions that have jurisdiction over their retail rates for the

 offering of voluntary renewable enérgy tarifs; and

WHEREAS, Wisconsin Blectric and Edison Sanlt are currently the owners and operators of
gleciric gemeration, transmission and ‘distribution faciliies with which they are engaged in the

tusiness of generating, transmitting and selling electric power and energy to fhe general public and to

. other electric utilities, including Cloverland Electric Cooperative; and

i

WHEREAS, Wisconsin Electric and Edison Sault have committed to transfer ownership and

operational control of cerfain jurisdictional transmission facilities to the American Transmission

Tssued by: James R. Keller, Director Policy Planning Bffective date: November 1, 2003
‘Wisconsin Electric Power Company

Tssued on: October 16, 2003
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Company LLC (“ATCLLC™), whereby ATCLLC will exercise contro] over these failities until

control is assumed by the Midwest Independent System Operator (“Midwest 1ISO™) when the

MidWest 1SO commences operations in 2001; and
WHEREAS, on April 22, 1998, the Federal Enérgy Regulatory Commission (“FERC” or
“Commzssmn ™) approved the mcrger request by Wisconsin Enexgy Corporation and ESELCO, Inc.,

wl_lereby Rdison Sauli and Wisconsin Electric became separate wholly-owned subsidiaries of
Wisconsin Bnergy Corporation; and

| ' WHEREAS, the Parties can achieve a greater realization of economic benefits for their
customers through bperation as a single integrated and centrally dispatched system, and through
greater coordination of their electric supply activities, in¢luding planning, construction,' operation and
maintenance of their Generating Units; and

WHEREAS, the foregoing benefits will be coonemzcally achieved and their attainment will

be facilitated by hav‘mg certain services performed by Wxsconsm Electric acting as Agent on behalf

‘of Bdison Sault; and
NOW THEREFORE m consideration of the covenants and prermses herein set forth, the

Parties mutually agree as follows:
ARTICLE
DEFINITIONS
For the purposs of this Agreement, the following definitions shall apply:
1.01 * Adeauacy Operator shail mean the entity that has the abxhty and the obligation 1o
supply the aggregate electrical demand and energy requirements of the load within a

defined area at all times, taking ito account scheduled and reasonably expected
unschedﬁled outages of Syétem elements.

issued by: James R. Keller, Director Policy Flenning Fffective date: November 1, 2003

Wisconsin Blectric Power Company

ssued on: October 16, 2003
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1.02

103

1.04

1.05

1,06

1.07

1.08

1.09

1.10

Agent shall have the meaning set forth under Section 3.01 hereof.

Agreement shall be this Joint Operating Agreement between Wisconsin Electric and
Hdison Sauli, including all attachments hereto, as the same may be amended,
supplemented, or modified in accordance v".rith its terms.

Capacity shall be the rate of doing work and shall be expressed in megawatts (MW).
Capacity Requirements shall mean the capacity requirements of a Party that: (1) arise
after ]anﬁary 1, 2001; (2) cannot be satisfied by that Party’s Embeddf_:d Capacity
Resources; and (3) cannot be satisfied by Excess Capacity Reso&ces belonging to'
the other Party

CEO shall mean the Chief Executive Officer of the Wiscansin Ene%gy Corporation.
Q;_mgg_d shall be the demand in MW of ail retail and wholesale customers, for both
firm and non-firm energy, on whose béh,alf the Party, by statute, franchise, regulatory
requiremeﬁts, or contract, has an obligat;[on io supply electricity, integrated over a
period of ons Hour, plus the losses incidental to that service.

Econamic ispatch shall be the distribution of total generation requirements among

- alternative sources for system economy with due consideration of incremental .

generating costs, incremental transmiission losses, and system reliability.

Embedded Capacity Resources shall meéan those geﬁsmﬁng Tesources cwned or

acquired by each Pasty prior fo Fuly 1, 2000 to meet its Load Responsibility and

" Planning Reserve Level. Embedded Capacity Resources are set forth in Schedule B

‘of this Agreement.

Energy sha'll"be 2 measure of doing work expressed in megawatt hours {MWh).

Issucd by James R. Keller, Directar Pohcy Plunning Effective daie: November 1, 2003
: Wiscousin Electnc Power Company : :

Issuéd on; October 15, 2003
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1.11

1.12

1.13

1.14

1.16

Excess Capacity Rescurces shall mean those Bmbedded Capacity Resources that

exceed the generating resources required to satisfy a Party’s Load Responsibility and
Planning Reserve Level.

Generating Unit shall be an electric generétor, together with its prime mover, and all
auxiliary and appurtenan{ devices and equipment designed to be operated as a unit for
the product oﬁ of Energy. |

(Good U’éﬂiw Practice shall mean the practices, methods, and acts engaged in or

approved by a significant portion of the glectric utility todustry during the relevant
time period, or any of the practices, methods, and acts which, in the exercise of
reasonable judément in ﬁghz of the facts known at the time the decision was made,
could have been expected fo raccomplish the desired 'result at a reascmable cost

consistent with good business practices, reliability, safety and expedition. - Good

- Utility Practice is not intended to e limited to the optimum practice, method, or act

- to the exclusion of all others, but rather includes all acceptable practices, methods, or

acts generally accepted in the region.

Hour shall be a clock hour.

‘Joint Supply Plan shall be the formal documented plau developed from time to time

for all future Generating Units of the Parties and other resouIces.

Load Responsibility shall be as follows:

 {(a) Party Peak Demand; less

()] Taterruptible load inchuding direct load control included in (g) above; plus

+

(c) 7 The contractual amount of firm sales and exchanges including applicable

reserves during the period to other systems; less

 Issued by: James R. Kelles, Director Policy Planning Effective date: November 1; 2003
Wisconsin Blectric Power Company . : .

Issued on: Octbber 16, 2003
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1.17

1.18
1.19
1.20
1.21

1.22

1.23

1.24

(d)  The contractual amount of firm purchases and exchanges including applicable
reserves during the period from other systemas.

Month shall be a calendar month.

Off-Systerm Purchases shall mean all puréhases from a third party of Energy and/or
Capacity.

OFf-Svstern Sales shall mean all wholesale sales to a third party of Energy and/or

Capacity'.

Peak Demand for a peri_ed ghall be the highest Demand for any Hour during the
period. |

Planning Reserve Level shall be the MW amount of required Reserve Capac_:ity fora
Party, expressed as a percentage of its forecas;:cd T.oad Responsibility.

Pooled Capacity Regources shall meaﬁ‘ fthose generating resonrces, including those
resources constructed in the future by ei@cr Party and those madé available through

purchasss of capacity from third parties, acquired to satisfy the Capacity

. Requirements of both Parties. Pooled Capacity Resources shall be set forth in

Schednle C of this Apreement.

Reserve Capacity shali be that amount in MW by which the Party or System

Capabﬂity exceeds Party or System Load Responsibility.

‘System shall be the Generating Units and equipment telated to operating the
" Generating Units, the interconnection equipment connecting the Generating Units to

' he transmission gxiii or the transmission grid to the distribution facilities, capacity

and energy resources acquired by contract, the transmission confracts necessary o

transmit the capacity and energy acquired by contract, and the distribution facilities

Issued by: James R. Keller, Director Policy Planning Rffective date: Noversber 1, 2003
Wisconsiz Electric Power Company .

~ Issued on: October 16, 2003
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utitized to serve the load that are owned or operated by or for the benefit of the
Parties.

125 System Capaﬁiﬁgy shall be the arifhmetical sum in MW of the individual Party
capabilities. ‘

1.26 Year; chall be a calendar yoar.

127 Renewable Energy is generated from naturally replenishable resources, including
wind, soiar, hydroelectric, biomass, tidal or wave action, and geothermal to produce
eleciricifty with lower or no air emissions or solid waste com;-)arc& to fossil fuels.
Renewable Power specifically includes any and all Renswable Energy Credifs and
Emissions Credits/Allowances/Offsets associated with the electrical energy and
capacity generated by Renewable Energy sources.

1.28 F‘mzssmns Crcd1tsiAHowanoes/Qfﬁ3ats shaﬂ mean zny and a&l local, state, fedeya}

and/cr international czedlts{allowanccs!oﬁ'sets which may accﬂse as the result of the

operation of Renewable Energy sources. Such credits/allowances/offsets would

include, but not be limited to, carbon dioici:de, sulfor oxide, nitrogen oxides,‘nitrous

. oxides, volatile organic compounds (*VOCs”), mercury, methane and any other

| greenlicuse gases or 6ther credits/allowances/offsels for any other envirommental
“issues that may be resolved, in whole or in part, by or .méy acerue to the operation of
Rsnewabieﬁne\rgy SOUTCEs. -“‘ .
1.29  Renewable Eﬁergy Credits shall mean ;:rcdits for -ancrgy generated at Renswable
Energy sources that could qualify or 50 qualify for application toward compliance

with any local, state, federal and/or international renewable energy portfolio standard

or other renewable energy mandate or objective.

Tssued by: James R. Keller, Director Policy Planning Eifective date: November 1, 2003
Wisconsin Flectric Power Company .

Tseued on: October 16, 2003
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ARTICLEII
TERM OF AGREEMENT
201 This Agreement shall become effective at 12:00 a.m. E.S.T. on the later of (a)
January 1, 2001, or (b) the day on which any required rf;gulatory approvals aro obtained, and shall
continue in full force and effect Year to Year until terminated by one or both of the Parties upon
twelve months written ﬁotice to the other Party, If any regulatory body revises or medifies any
provision in 2 manner éeemcd unacceptable to eimer_Party, this Agresment may be terminated by
either Party. |
| ARTICLE III
AGENT
3.01 Desiggation-of Agent -

A Wiscénsin Electric will serve as the Agent of Ed}san Sault for the purpose of perféﬁning the
duties set forth in Section 3.02. Those duties shall be pé:rfanned in cohsultaﬁo;i with the Operating
Colmmittce, unless éxprcssly stated otherwise 11'1 this Agreement. |

302 Duties of Acent
In is capacity as Agent for Edison Saulf, Wisconsin Electric shall perform the following

* duties:

(a) . Coordinate the Economic Disﬁaich of the System;
| (b)  Actas Adequacy Operator and maintain the reliahiii’cy of the combir\}ed System
" through monitoring and security assessments as is apIIJropriate for gencration control
and Toad belancing; |
c) Plan, coordinate and scheduls Off-Systern Purchases and Off-System Sales;

Issued by: James R. Keller, Director Policy Planning i Effective date: November 1, 2003
‘Wiscongin Electric Power Compeny . .

Issued on: October 16, 2003
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(d)  Obtain transmission service, including ancillary services (through seif supply or

purchase);

{e) Develop all Capacity and Energy bills and billing-related information between the

Parties and with other wholesale fransacting enﬁﬁés;

0 Engage in such other activities, or perform such other duties, as may be necessary o

as assiegned by the Parties or Operating Committes; and

() Take sur;h actions as are necessary to accommodate retail access as it may svolve in

Michigan and Wisconsin.

3.03 Reporting to Edison Sault

Wisconsin Electric shaﬂ- pravide periodic summaf_y reports of its activities under this
Agreement to Ediscn Sanit, -and shall inform Edison Saul; of lsif:ua‘dons or problems which may
adversely affect the performance of Wisconsin Electric’s duﬁés under this Agreement. Wisconsin
Elacﬁic shall also provide ﬁ} Edison Sault, in such deltaii as is reasonably requested, reports .on
specific issue-s or projects arising out of its dulies under this Agreement.

3.04 Compensation of Agent

.Edison Sault shall ceﬁ:pensatc Agent for the services specified in this Agreement in
accordance with Scheduls A,

| | ARTICLEIV

OPERATING COMMITTEE
401 Dstablishment of Operating Committee

There shall be an Ope}:ating Committes, which shall consist of representatives of Wisconsin

i

representatives on the Operating Commiltee.

Tssved by: James R. Kelier, Divector Policy Planning Effective date; November 1, 2003
_ Wisconsin Elesiric Power Company

Issued on: Octaber 16, 2003



Case No.: U-14703
Exhibit No.: CMIE-1
Witness: Leroy M. Baatz
Wisconsin Electric Power Company Date: June 27, 2006 Original Sheet No. 10
First Revised Rate Schedule FERC No. 96 Page: 110f26
Superseding Original Rate Schedule FERLC No. 96

402 Duties of the Operating Committes

The Operating Committee shall have the following duties:

(a) Assume responsibility for the development of any amendments to this
Agresment;

)] Periodically review this Apgresment io determine whether revisions are
necessary to meet changing conditions;

() Moritor the adeguacy of reserves for the Parties;

{6} Provide céordinaﬁon of maintenance schedules for Generating Units;

{e)  Periodically review the Planning Reserve Level for each Party and
recommend any modifications to the CEO;

H Periodically review the Joint Supgly Plan and recommend any modifications
to the CEO; and

(g)  Explore annually the appropriate; fiming fqr a transifion to a system-wide
pool. |

ARTICLE V

PLANNING

501 Responsibility for Adequate Resources

Bach Party shall own, or have available to it under confract, such generating resources as are

A
3

necessary to supply its Load Responsibility and its Pianning Reserve Level.

Issued by: Jemes R. Keller, Directer Policy Planning Effective date: November 1, 2003
‘Wisconsin Electric Power Company - : ,

fssued on: October 16, 2003
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502 Load Growth Forecasting

Fach Party shall forecast and provids annnally to {he other a ten-year roiling forecast of load

growth, and of the generating resources, including capacity purchased from third parties, necessary to

meet its Load Responsibility and its Planning Reserve Level.

503 Joint Supply Plan

Agent shall prepare a Joint Supply Plan that will provide for the forscasted System Load
Responsibility and the System Planning Reserve Level.

ARTICLE VI
CAPACITY
] 6,01 Designation and Pricing of Embedded Capacity Resources

_ The Embedded Capacity Resources of each Party are set forth in Schedule B of this
Agreement, Each Party shall bear the cost of its Bmbedded Capacity Resources, and shall be eniitled
to receive the energy and capacity from its Brubedded Capacity Resources, and shall pay for the

energy that it receives.

6.02 Disposition of Rxcess Capacity Resources

All of a Party’s Bxceés Capacity Resources shall be offered for sale to the other Party prior to

=~ being included in an Off-Syster Sale. Fxcess Capacity Resources shall be purchésed by a Party at
cost.

6.03  Pooling of Capacity Reqmremants

%
T

" The Capacity Requirements of each Party over and above each Party’s Embedded Capacity

_ Resources Shall be pooled, and shall be agquired by Agentona combined and pooled basis

Issued by: James R. Keller, Director Policy Planning Bffective date: November 1, 2003
Wisconsin Electric Power Cormpany

Issued on: Qctober 16, 2003
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6.04 Designation of Pooled Capacity Resources

Al Pooled Capacity Resources shall be set forth in Schedule C of this Agreement, which
shall be updated from time to time as required.

605 Prcing of Pooled Capacity Rescurces

Costs for Pooled Capacity Resources shall be combined and allocated to a Party based on that
Party’s share of the average cost of the total Pooled Capacity Resources acquired. Schedule D of this
Agreement sets forth a fg)rmu}a and sample calcalation for allocation of the costs of Pooled Capacity
Resources.

6.06 Transition to System-Wide Paoling

Through the Operating Committee, the Parties shall annually explore 2 transition to a system-

wide capacity pocl.
ARTICLE VII
ENERGY
701 Scheduling of System Energy

Agenf shall schedule S;ystem Energy consistent with the principles of Economic Dispatch.
Rach Party’s idmﬁﬁééﬁon“of o.péxatia_lgl and secizrity constraints affcbting joint dispatch will conform
with Good Utility Practice. |

7.02  Energy from Embedded Capacity Resources

. Bach Party shall receive the benefit of Energy from its Embéaddcd Capacity ;&esomﬂces,
consistent with the principles of Boanomic Disz;l‘tch. ‘
7.03 Ener_gjﬁ‘olm Qther Regources
Agent will arrange for the scheduling and/or purchase of all Ene_rgy required to meet Edison

Sailt’s load in excess of Energy available and scheduled from Edison Sault’s Embedded Capacity
Yssued by: Tames R. Keller, Director Policy Planning Effective date; November 1, 2003
Wisconsin Bleciric Power Company : ’

Yssued on; October 16, 2003 -
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Resources. Bdison Sauli shall compensate Agent for this Energy in accordance with the method set

forth in Schedule I,

704 Transition to System-Wide Pooling

Through the Operating Committes, the Parties shall annnally explore a fransition fo a system-

wide energy pool.
ARTICLE VIII

GENERAL

201 Regulatory Authorization

. This Agreement is subject to certain regu]ﬁtory approvéls and each Party shall diliéently seek
all ﬁecessary regulatory authorization for this Agreement, .
' 8.02  Bffect on Other Apreements
This Agreement shall not modify the obﬁgaﬁéﬁs_ of any;Paxty under any agreement between
ﬂle-l_’a_ﬁ:ies and others not parties to this Agreement in effect at the date of this Agreement.
803 Schedules
The basis of compensation for the ;lSB of facilities and for the Capacity and Energy provided
or supplied by 2 mey to anathar Pasty under this Agree,mcnt shall be in acc(}rdance with
‘ arrangements agreed upon from time to time among the Parties. Such arrangements shall be in the
form of Scheduies, each of thch, when signed by the parties thereto and approved or accepted

where necessary, by appropriate re_gulatary authority, s‘nall become a part of this Agreement.

8. (}4 Measmemcngs_

All quantities of Capamty and Eaergy exchangcd or ﬂowmg bctween the systems ef the

. Parties, shall be determined by meters mstalled at each interconmection, unless otherwise agreed to

by the Parties.
Issued by: James R. Keller, Director Policy Planning Effective dats: November 1, 2003
Wisconsin Electric Power Company

Issued on: October 16, 2003
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8.05 Billings

Bills for services rendered herennder shall be calculated in accordance with applicable
Schedules, and shall be issued on a monthly basis for services performed during the preceding
Month. .

8.06 Waivers

Any waiver at'any time by any Party of its right with respect to a default under this
Agreement, or with res;;ect to any other matter arising in connection with this Agreement, shall not
be deemed a waiver with respect to any subsequent default or matter. Any delay, short of the
statutory period of limitation, in assering or enforoing any right under this Agreement, shall not be
desmed a waiver of such right.

8.0;7 Successors and Assigns A

~ This Agrcement shatl inure to the benefit of and be binding upon the Parties only, and their

respective successoﬁ and assi@ms, and shall not be as:sigaable by any P_arty without the written
consent of the other Party. |

808 No Tiuxd Party Benaﬁcnanes

This Agreement does not create rights of any chamctar whatsoever in favor of any person
corporation, aséocigﬁsn, entity or power suppliers, other than the Parties, and the obligations herein
' assumea by the Parties are solely for the use and benefit of said Parties. Nothing in this Agreement

shall be construed as perrmmng or vestmg, or attempiing to permlt or vest, in any person,
" corporation, association, cntity or power suppliers, other than the Parties, any _rights hereunder or in

_ any of the Generating Units or transmission plants owned by the Parties or the use thereof.

Issued by: James R. Keller, Director Policy Planning Rifective date: Noventber 1, 2003
' Wisconsin Eleciric Power Company '

Issned on; October 16, 2003
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8.0 Amendment

It is contemplated by the Parties that it may be appropriate from time to fime to change,
amend or supplement this Agreement. This Agreement may be changed, amended, modified or
supplemented by an instrament in writing executed by bo.th of the Parties after requisite approval or
acceptance for filing by the appropriate regulatory authorities.

8210 Independent Contr;iciors

1t is agreed am{-mg the Parties that by entering into this Agrecment the Parties shall not
* become partners, but as to each other and to third persons, the Parties shall remain independent. -
contractors in all matters relating to this Agreement.
8.11  Liability and Indemnification
R Subjeﬁ o any app}icable state or faderal law which may Spﬁciﬁcaiiy restrict lmitations on
llabﬂﬁy, each Party shall defend, mdemmfy hold harmless and Telease the other Party, their
directors, officers and employees from and apainst any and all 11ab1hty for loss, damage, or expense
alleged to arise from, or incidental to, injury to persons, and/or damage to property in connection
ﬁith its facilities or the production or transmission of electric energy by or through such facilities, or
faiaied to perfﬁnnaﬁc.e. or noﬁ—pe};formanée of this Agrecment; 'i'ncli:c'ling any negligence arising
hereunder. In no event shall one Party be liable to the other Party for any indirect, special, incidental,
or conseéuenﬁal damages with fespect to apy claim ari;ing out of this Agreement.
812 GovemingLew | o
The \?alidity, interpretation and performance _t)f this Agreement and each of its provi_sions

~ shall be governed by the applicable laws of the State of Wisconsin,

Issued by: James R_ Keller, Director Policy Planning Eiffective date: November 1, 2003
Wisconsin Blectric Power Company

 Issued on: October 16, 2003
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8.13  Section Headings
The descriptive headings of the Asticles and sections of this Agreement are used for
convenience only, and shall not modify or restrict any of the terms and provisions thereof.
ARTICLE IX
RENEWABLE ENERGY
901 The Parties agree to coordinate their generation end/or purchase of power from
Renewable Energy sources. Edison Sanlt shall compensate Agent for this Renewable

Energy in accordance ﬁ"ith the method set forth in Schedule F.

IN WITNESS WHEREOF, the Parties have caused this Agreement fo be executed and

attested by their duly authorized officers on the Day and Year first above written.

WISCONSIN ELECTRIC POWER
COMPANY

Ryl

ames R. Keller
Director Policy and Planning

BDISO;{‘AULT ELECT 750mm
Yy A
By: ¢ Zzgff&:ff.r-zzm-.-c:/f-

"Donald Sawruk
’ }?residen’s

Tssued hy: James R. Keller, Director Policy Planning ‘ Effective date: November 1, 2003
Wisconsin Electric Power Commpany

Tssued on: October 16, 2003
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First Revised Rate Schedute FERC Ne. 96 Page: 18026

Superseding Original Rate Scheduls FERC No. 28

SCHEDULE A
Fee for Services Provided Under Article ITX

Edison Sault shall pay a percentage of Agent’s operating budget for the Power Marketing
Bugsiness Unit based upon Adjusted Anmual Peak Demands. The Adjusted Annual Peak
Demand for Edison Sanlt shall be its anmual Peak Demand less the sum of Edison Sault’s
capacity from Hydro and power purchase agreements, identified in Schedule B. The
Adjusted Anmual Peak Demand for Wisconsin Blectric shall be its annual Peak Demand less
the sum of Wisconsin Electric’s capacity from Point Beach, Hydro, and power purchase
agreements, identified in Schedule B. The percentage to be paid by Edison Sault shall be the
ratio of Edison Sault’s Adjusted Annual Peak Demand over the sum of the Annual Peak
Demands of Bdison Sault and Wisconsin Electric.

Example:
APDgs/ (APDgps + APDwe} * Bwz =T
~ Where APDg = = Adjusted Annual Peak Demand for Edison
Sault!
APDywis = Adjusted Annpal Peak Demand for Wisconsin
: - Electric

By = 000= Operating Budget
¥ = Fee paid by Edison Sault

Issugi by: James R. Keller, Director Policy Plapning Effective date: November 1, 2003

Wisconsin Eleetric Power Company

Tsened on: QOctober 16, 2063
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SCHEDULE B

Embedded Capacity Resources

Current Rated Capacity (MW) of Existing WEPCo Units and Capacity

Purchases .
STEAM UNITS:

Point Reach 1
Point Beach 2
PEB TOTAL NUCLEAR MW#Hixiss

Qzk Creek 5
Qak Creek 6
Qak Creek 7
Ouak Creek 8
OC TOTA]_’ MW****%‘**"&********

Port Washington 1
. Port Washington 2
Port Washington 3
Port Washington 4
Port Washington 5
PW TOTA_L MW*#**************

Vallgy 1
Valley 2

Steam Load

VP TOTAL NP Eskkkhdhdkidhhs

Pleasant Prairie 1
Pleasant Prairie 2 _
PP TOTAL MW kb sk dekdededed

EDGEWATER 5 (WE Share)t+**

Presque Isle 1 -
Presque Isle 2
Presque Isle 3
Presque Isle 4
Presque Isle 5
Presque Isle &
Presque Isla 7

Issued by: James R, Keller, Director Policy Planning . Effective date:
Wisconsin Bleciric Power Company '

Tssued on: October 16, 2003

505
507
1012

261

264

208

312
1135

80
80
80
80

0
320

140
140
-13
267

600
600
1200

1102

23
37
58
38
88
90
85

November 1, 2003
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‘Wisconsin Electric Power Company Date: June 27, 2006
First Revised Rate Scheduls RERC No. 96 Page: 20 of 26
Superseding Original Rate Schedule FERC No. 96

Presque Isle 8

Presque Isle 9

Issued by: James R. Keller, Director Pohcy Planning
Wisconsin Bleetric Power Company

Issued on: October 16,2003

TOTAL PRESQUE ISLE MWH#s#x¥*
MILWAUKEE COUNTY *# kb hbinik
#35FOSSIL STEAM TOTAL> ¥

COMBUSTION/DIESEL
UNITS:

Germantown 1

Germantown 2

Germantown 3

Germantown 4

Germantown 5

Concord 1

Concord 2

Concord 3

Concord 4

Paris L

Paris 2

Paris 3

Paris4
Point Beach 5G

‘Oak Creek 9

Port Washington 6

Valley Diesel

Pleasant Prairie Diesels
COMBUSTION/DIESEL TOTAL:

HYDRO: MEDIAN CONDITIONS

WE SYSTEM TOTAL:

‘POWER PURCHASE AGREEMENTS:

TOTAL CAPACITY (MW)

Original Sheet No. 18

88
88
617

11

3652

63
63
63
63
93
94
24
94
94
o4
102
102
- 94
16
26
13

1172
63
5899

803

6702

_ Effective date: November 1, 2003 -




Case No.. U-14703
Exhibit No.: CMI-1
Witness: Leroy M. Baatz

Wissonsin Blectric Power Company Date: June 27, 2006 Origina} Sheet No. 19
First Revised Rate Schedule FERC No. 96 Page: 21 of 26
Superseding Original Rate Schedule FERC No. 96

Current Rated Capacity (MW) of Existing ESELCo Units and Capacity
Purchases

COMBUSTION/DIESEL

UNITS:

Manistique 1 2.0

Maunistique 2 2.8

Other’ 11.0
COMBUSTION/DIESEY. TOTAL: i6

Hydro: Median Conditions - 27

ESE SYSTEM TOTAL: 43

POWER PURCHASE AGREEMENTS:

USHydro - 17
Consumers Energy - 25
WE : 20
TOTAL CAPACITY PURCHASES: 62
TOTAL CAPACITY (MW) 105

_ : Includes Edison Sauit’s contacnml‘rigms to utilize combustion/diesel ﬁnits of Cloverland Electric
Cooperative and the Village of Newberry.

. Issued by: James R. Keller, Director Policy Planning . Effective date: November I, 2003
Wisconsin Electric Power Company -

Issued on: October 16, 2003
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SCHEDULE C

Pooied Capacity Resources

1. Contract for the purchase 98 MW of capacity, beginning on 10/1/2000, and ending on 9/30/2000.

oy

Tssued by: James R. Keller, Director Policy Planning

 Effective date: November 1, 2003
Wisconsin Electric Power Company .

Tezned on: October 16, 2003



Case No.: U-14703
Exhibit No.: CMI-1
Witness:  Leroy M. Baatz

‘Wisconsin Eleciric Power Company Piate: June 27, 2006 Original Sheet No. 21
First Revised Rate Schedule FERC No. 96 page: 23 of 26

Superseding Original Rate Schedule FERC Nao. 96

SCHEDULE D

Pricing of Pooled Capacity Resources

The price of Pooled Capacity Resources for the coming Year shall be determined by the Agent by
November 15 of the current Year. The price to Edison Sault shall be the Agent’s annual cost for the
Pooled Capacity Resources multiplied by the ratio of Rdison Sault’s Capacity Requirement for the
coming Year to the sum of Wisconsin Electric’s and Rdison Sault’s Capacity Requirements for the
coming Year. Included in the price shall be any applicable taxes and fransmission costs.

In the event additional Pooled Capacity Resources are required during the Year, the annual price
ghall be recalculated to reflect all annual Pooled Capacity Resource costs proportioned as above,
using the annual Capacity Requirernents determined at that time.

Bxamples:
1. Annual Capacity Requirement for Edison Sault == 20 MW
- Annual Capacity Requirement for Wisconsin Electric = 180 MW
Annual cost of Pooled Cepacity Resources © = 318 M (including taxes &
transmission) :
Annual price to Edison Sault = $18 M x 20 MW/ 20 MW +
: 180 MW) ~ )

= $1.8M

2 As above, but during the year Wisconsin Blectric’s Capagity Requirements increase to 200
MW, and annual cogt of Pooled Capacity Resoutces increases to $22 M.

Ammal pricé to Edison Sault = $22M x 20 MW/ (20 MW +
. ' _ 200 MW)
= $2.0M
3. - Asabove, but during the year Wisconsin Blectric’s Capacity Requirements decrease to 160
MW, and annual cost of Pooled Capacity Resources decreases to $14 M.
Anmual price to Edison Sault = $14Mx 20 MW/ (20 MW +
: - : S 160 MW)
= $16M
Issued by: James R. Keller, Director Policy Planning Tffective date: November 1, 2003

Wisconsin Electric Power Company

Issued on: October 16, 2003
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‘Wisconsin Electric Power Company Original Sheet No. 22

First Revised Rate Schedule FERC No. 96
Superseding Original Rate Schedule FERC No. 96

. SCHEDULEE
Energy Pricing

The price of Bnergy delivered o Edison Sault as required to meet Edison Sault load in excess of
Energy available and scheduled from Edison Sault Embedded Capacity Resources shall be based on
the System Incremental Cost, plus applicable taxes. The price shall be calculated after-the-fact on an
hourly basis. The load-weighted average of the price, for a Menth, shall not exceed the greater of
$100/MWh, or a mutually acceptable index. Such an index must be selected and accepted by both
Parties for the Year by November 15 of the previous Year.

System Incremental Cost for the Energy delivered to Edison Sault shall be evaluaied based on actual
Control Area operation {defined by generation and purchase amounts and costs for each Hour). The
Energy delivered shall be determined on an hourly basis as Edison Sault’s total load less the net
generation of Edison Sault’s Embedded Capacity Resources, shown in Schedule B, operating that
Hour. .

During periods when Edison Sault has resources in excess of ifs total Demand, Energy may be
supplied to Wisconsin Electric. The price of Energy supplied to Wisconsin Eleciric shall be based on
Edison Sault’s incremental energy cost using Edison Sauit’s Embedded Capacity Resources.
Incremental energy cost shall be determined hourly as the sum of the cost of any must-take energy in
excess of Edison Sault’s total load for that Hour, Energy delivered to Wisconsin Electric shall be the
total of the net generation of Edison Sault Embedded Capacity Resources, less Edison Sault’s total
load for that Hour, The price shall be the incremental cost divided by the Energy delivered for that
Hour plus applicable taxes. .

Tor the purposes of this Agreement, System Incremental Cost is defined as the slope (in 3/MWh) of a

curve constructed daily of hourly load and cost pairs. The hously cost portion (in dollars) shall be the ,
sum of operating costs for Wisconsin Electric’s and Edison Sault’s resouzces that Hour inchuding \
fuel, variable operating & maintenance, and emission allowances for generators and the energy cost,
including emission allowances of purchases, plus the cost of load reduction incentives (such as the

dollars for power or power market incentives programs). The hourly load portion (in MW) shall be

the sum of Wisconsin Electric net generation and purchases with Edison Sault’s net generation’ and
purchases for that Hour. '

The slope of the curve shall be evaluated each Hour, ata load equal to the sum of Wisconsin
Electde’s retail customer load, with wholesale municipal, and co-op firm loads uxdér the contracts
existing on June 1, 2000, and the Edison Sault firm load, less Edison Sanlt net generation and
purchases, all for that Hour. :

! $hall include Cloveriand Blectric Co-op and tawn of Newberry resources available to Bdison Sault , in operation
that Hour, as directed by the Agent.

Issued by: James R. Kellar, Director Policy Planning Effective dater November 1, 2003
Wisconsin Electric Power Company

Issued om: October 16, 2003
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Operating Cost ($)

Case Ne.: U-f4793
Exhibit No.: CMi-1

Date: June 27, 2006
Page: 25 of 26

Witness: Leroy M. Baatz

Originel Sheet No. 23

Example Calculation of System {ncremental Cost for ESELCo Billing

for Cne Hour of a Day

24 System Hourly o
Load and Cost Pairs ™1 **

*

&

Fe

System Cost Curva Tor the Day || ;/]/
™

Fitto the 24 Load and Cost Palrs

,1/

—

System Incremental Costfar
Pl ESELCO=

r Slope of Cost Curve Evaluatad
at the Specified Load Point for

the Howr  [#/MW-H)

Specified Load Polnt i:c Evaluate System lq::rem!enia! Cost for 1_he Hour

* Tolal Systern Loadiior the Hour
=2

-
» ;
’ Evziunted at Different Load Bolnis)
Remaining Sysism Load for the Hour
AP n .
> [l w

WE Retall, Munl, Co-op, WPPL, and BPMA

Load {(MW)

Tssued by: James R. Keller, Director Policy Plarming

Wiscongin Electric

Issusd on: October 16, 2002

Power Commpany

ESELCo Firm Load net of Embedded Resources

Effective date: November 1, 2003




Case No.: U-14703

Exhibit No.: CMI-1

Witness: Léroy M. Baatz
Wiscongin Electric Power Company Diate: June 27, 2006 Criginal Sheet No. 24
First Revised Rate Schedule FBRC No. 96 Page: 26 of 26 .
Superseding Original Rate Scheduls FERC No. 96

SCHEDULE K

Renewable Energy Pricing

Edison Sault shall monthly advise Wisconsin Electric of the amount of Renewable Energy that it
needs to purchase as a result of a state regulatory commission approved voluntary renewable
pricing program, state or federal legislation, or ne pgotiations with any wholesale customer served
by Edison Sault. Each month during the term of the Agreement, Wisconsin Electric will caleulate
its actual Renewable Energy costs for the available Renewable Energy resources that provided
energy to Edison Sault, and will charge Edison Sault the same amount for any Renewable

Bnergy provided during such month. :

For billing purposes only, Wisconsin Electric will calculate 2 Renewabhle Energy adder to be
applied to any Renewable Energy purchased by Bdison Sault each month. For all Renewabls
Energy MWH purchased by Edison Sault during such month, as described above, Wisconsin
Flectric will subtract the cost of energy calculated in Schedule E of this Agreement from its cost
of supplying Renewable Energy to Edison Sault in order to determine the Renewable Energy
adder, as follows: ' '

Renewable Energy adder =  Actual cost of Renewable Energy supplied to ESE

- Energy cost calenlated in Schedule K
= Renewable Energy adder

Wisconsin Electric will maintain supporting documentation that the volume of requested
Renewable Energy has beeup‘ntained from renewable sources, and will convey the ownership
right of such documentation (i.e., “Renewable Energy Credits”) to Edison Sault.

This Schedule F shall become effective upon the later of November 1, 2003, or the day on which
~ any tequired regulatory approvals are obtained, and the provisions of this Schedule ¥ shall
continue in full force and effect Year to Year until terminated by one or both of the Parties upon
_ twelve months written notice to the other Party. If any regulatory body revises or modifies any
provision in 2 manmer deemed unacceptable to either Party, this Schedule F may be terminated

by either Party.

ey

Issued by: James R, Keller, Disector Policy Planning EBffective date: November 1, 2003
Wisconsin Blectric Power Company ‘ :

Tssued on: October 16, 2003
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Case No.: U-14703
Exhibit Ne.: CMI1-3
Witness: Leroy M. Baatz
? H : : 27, 2006
City’s Second Discovery Reguest 11 Date: June
Page: 1of2

How many meetings of the Operating Committee created under Article IV section 401 of
the JOA have been held since the JOA began? Please provide copies of any minutes,
notes, or reports produced as a result of meetings of the committee.

Response

Edison Sault objects to this request as not relevant to the extent it seeks information
outside the scope of Edison Sault's 2006 PSCR Plan. Without waiving its objection,
Edison Sault states that the operating committee has conducted an annual meeting for
each year during the period 2001 through 2005, or a total of 5 annual meetings. Copies
of minutes, notes and reports from those meetings are attached as discovery request 11
of the City’s Second Discovery Request, documents 1 though 4. A copy of the JOA
report from the 2005 annual meeting was previously provided.

In addition to the annual meeting, other discussions have been held from time to time by
phone, teleconference or in person as needed for such items as amending the JOA to
include renewable energy or recognize the start up of the MISO markets. The results of
those discussions would be the amendments the JOA, copies of which were provided in
response to Discovery Request 1 of the City’s First Discovery Request.

Respondent
Lee Baatz
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Founded 1n 1852
by Sidney Davy Miller

RONALD W. BLOOMBERG

TEL: (517) 483-4972
FAN: (517) 374-6304

E-MAIL: bleomberg@millercanfield.com

Mary Jo Kunkle
Executive Secretary

MICHIGAN: Ann Arbor

M1

Detroit « Grand Rapids
Howell » Kalamazoo
Lansing  Monroe

LLER

CANFIELD

Saginaw » Troy

New York, NY

MILLER, CANFIELD, PADDOCK AND STONE, LC. |

Pensacola, FL
Washington, DC

One Michigan Avenue, Suite 900
Lansing, Michigan 48933

CANADA: Windsor, ON
POLAND: Gdynia
Katowice » Warsaw

TEL: (5173 487-2070

FAX: (517) 374-6304
www mitlercanficld.com

Case No.; U-14703
Exhibit No.: CMI-4

May 11, 2006

Michigan Public Service Commission
6545 Mercantile Way, Suite 7

Lansing, MI 48911

Re:

Dear Ms. Kunkle:

Witness: Leroy M. Baatz
Date: June 27, 2000
Page: 10of5

Wisconsin Electric Power Company
2006 PSCR Plan and Factors
MPSC Case No. U-14707

Attached hereto for filing, please find the hearing exhibits entered at the hearing in the
above-referenced matter on April 26, 2006. Specifically, please find attached Exhibits A-1
through A-17. Should you have any questions, please advise.

RWB/lab

Very truly yours,

MILLER, CANFIELD, PADDOCK AND STONE, p.L.C.

Ronald W.
Bloomberg:

Digitally signed by Ronald W.
Bloomberg

ON: CN = Ronald W, Bloomberg,
€ = US, O = Miller, Canfieid,
Paggock Stone, PLC

Oate: 2006.05.11 09:31:04 -04'00

Ronald W. Bloomberg
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DYKEMA GOSSETT-A PROFESSIGNAL LIMITED LIABILITY COMPANY-124 W. ALLEGAN STAYET, SUIVE BOBT, ANSTNG, MICHIGAN d#533

Case No.: U-14703
Exhibit No.: CMI-5
Witness: Leroy M. Baatz
Date; Jjune 27, 2006

Discovery Request 36 Page: 10of2

Provide copies of any internal or external audits or reviews of the costs incurred by
Edison Sault under the WEPCo, JOA.

Response

A copy of a document from a September 27, 2005 operating committee meeting
reviewing the costs incurred under the JOA is attached as discovery request 36, document
1. -

Respondent
Lee Bastz

37
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DYKEMA COSSETT-A PROFESSIONAL LIMITED LIABILITY COMPANY 124 W. ALLEGAM STREET, SUITE 800-LANSING, MICHIGAN 43933

Case No.: 1-14703
Exhibit No.; CMI-6
Witniess: Leroy M. Baatz
Date: June 27, 2006
Page: 10of4

STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

® k ok ok *

In the matter of the application of

EDISON SAULT ELECTRIC COMPANY for
authority to implement a power supply cost
recovery plan for the 12 month period ending
December 31, 2006.

Case No. U-14703

i g

EDISON SAULT ELECTRIC COMPANY’S
RESPONSES TO THE CITY OF MACKINAC ISLAND'S

FIFTH DISCOVERY REQUEST

Edison Sault Electric Company (Edison Saulf) responds to the City of Mackinac

Island’s Fifth Discovery Request as follows:

CONTINUING OBJECTIONS

1. Edison Sault’s discovery requests are provided without walving or
intending to waive (a) all questions as to competency, relevancy, materiality, privilege or
admissibility in whole or in part into evidence in any proceeding; and/or (b) the right to

revise, correct, add to or clarify any of the responses.

2. Edison Sauit objects to discovery requesis to the extent the requests seek
information andfor documents protected from discovery by the attorney-client and/or

work product doctrine, andfor information and/or documents that are otherwise

privileged or protected from discovery.




DYKEMA GOSSETT-A PROFESSIORAL LIMITED LIABILITY COMPANY-124 W, ALLEGAN STRERT, SUITE S00-LANEING, MICHIGAN 48931

Case No.: U-14703
Exhibit No.: CMI-6
Witness: Leroy M. Baatz
Pate: June 27, 2006
' Page: 2of4
Discovery Request 1 of the City’s Fifth Discovery Request &

Please provide the work papers for the calculation of the estimated $2,370,000 price of
pooled capacity in 2006.

Response
The $2.37 million represents We Energies’ forecast of the estimated price of pooled

capacity resources for Edison Sault in 2006 as presented in the JOA Operating
Committee meeting of September 27, 2005. (See Edison’s response to ABATE’s
Discovery Request 36, Document 1, page 28) The $2.37 million amount was derived
using an estimate of capacity costs averaging $5.64/kW per month and 35 MW of
purchased capacity. ($5.64/kW/month * 35,000 kW * 12 months = $2,368,800). A work
paper showing the calculation of the 2006 average capacity cost per kWw-month is
attached hereto as Discovery Request 5, document 1.

The JOA capacity costs included in Edison Sault's 2006 PSCR Plan were based upon

an Edison Sault's independent projection that 2006 capacity costs would average
$6/kW per month for 35 MW, with 3.9 MW of the capacity allocated to Cloverland
Electric Cooperative. (See Edison’s response to ABATE's discovery request 15,
document 1, numbered lines 81, 161, 195, 1989, and 303.)

Respondent Lee Baaiz
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INTERROGATORY NO. 3: If the price at which the Pooled Capacity Resource
was offered for sale into MISO was lower than LMP, please fully describe the
disposition of all monies represented by the difference between those two amounts.

RESPONSE: With respect to the Joint Operating Agreement (JOA) between
Edison Sault and WEPCo, Edison Sault has no rights to the energy directly produced by
Pooled Capacity Resources. Therefore there is no impact if the generator offer is lower
than the LMP. The price paid by Edison Sault for energy provided under the JOA is
clearly described in Schedule E of the JOA. The Pooled Capacity Resources are those
capacity resources contracted for by WEPCo to meet the capacity requirements of
WEPCo and Edison Sault. While the capacity contracts that WEPCo has for the Pooled
Capacity Resources do contain energy provisions, the cost of energy from these
resources are not relevant to the JOA energy calculation. This was also the case prior
to the start-up of the MISO market.

Respondent
Case No.: U.14703

David Sims Exhibit No.: CMI-7
Witness: Leroy M. Baaty
Date: June 27, 2006
Page: 1of]
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Mary Jo Kunkle

Executive Secretary

Michigan Public Service Commission
6545 Mercantile Way, Suite 7
Lansing, MI 48911

Re:  Wisconsin Electric Power Company
2006 PSCR Plan and Factors
MPSC Case No. U-14707

Dear Ms. Kunkle:

Attached hereto for filing, please find the hearing exhibits entered at the hearing in the
above-referenced matter on April 26, 2006. Specifically, please find attached Exhibits A-1

through A-17. Should you have any questions, please advise.

Very truly yours,

MILLER, CANFIELD, PADDOCK AND STONE, ?.L.C.

i Digitaily signed by Ronald W.
Dar

Ronald W- } N:CN=gRona!éW.B$wmherg.

£ Q.= US, © = Miller, Canfield,

Bloomberg S o v
Ronald W. Bloomberg
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Date: June 27, 2006
Page: 1 of }

Discovery Request 1 of the MPSC Staff
Does Edison Sault expect to pay an estimated $2,370,000 for pooled capacity in 20067

Response

The JOA capacity costs included in Edison Sauit's 2006 PSCR Plan were based upon
an Edison Sault's projection that 2006 JOA capacity costs would average $6/kW per
month for 35 MW (35,000 kW * $8/kW/mo. * 12 months = $2,520,000), with 3.9 MW of
the capacity allocated to Cloverland Electric Cooperative (3,900 kW * $6/kW/mo. * 12
months = $280,800). (See ABATE's discovery request 15, document 1, numbered lines
61, 161, 195, 199, and 303.)

The $2.37 million, as referenced in the discovery request, represents a separate
forecast of 2006 pooled capacity resources for Edison Sault, as presented in the JOA
Operating Committee meeting of September 27, 2005. (ABATE's Discovery Request
36, Document 1, page 28) The $2.37 million amount was derived using an estimate of
capacity costs averaging $5.64/kW per month and 35 MW of purchased capacity.
($5.84/kW/month * 35,000 kW * 12 months = $2,368,800).

in November 2005, We Energies provided Edison Sault an updated estimate that
pooled capacity costs for 2006 would average $5.842/kW/mo, resulting in annual JOA
capacity payments totaling $2,454,000. Based on these various projections (and the
$2,597,065 amount paid in 2005, see discovery response number 5), and since the
PSCR costs are subject to a reconciliation proceeding, Edison Sault believes that the
JOA capacity costs as included in its 2006 PSCR plan are reasonable.

Respondent
Lee Baatz
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STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* * * * %

In the matter of the application of

EDISON SAULT ELECTRIC COMPANY for
authority to implement a power supply cost
recovery plan for the 12 month period ending
December 31, 2006.

Case No. U-14703

P "’ "t g o

EDISON SAULT ELECTRIC COMPANY’S
RESPONSES TO THE CITY OF MACKINAC ISLAND’S
SIXTH DISCOVERY REQUEST

Edison Sault Electric Company (Edison Sault) responds to the City of Mackinac
Island’s Sixth Discovery Request as follows:

CONTINUING OBJECTIONS

1. Edison Sault's discovery requests are provided without waiving or
intending to waive (a) all questions as to competency, relevancy, materiality, privilege or
admissibility in whaole or in part into evidence in any proceeding; and/or (b) the right to

revise, correct, add to or clarify any of the responses.

2. Edison Sault objects to discovery requests to the extent the requests seek
information and/or documents protected from discovery by the attorney-client and/or
work product doctrine, and/or information and/or documents that are otherwise

privileged or protected from discovery.
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Date: June 27, 2006
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Discovery Request 1 of the City’s Sixth Discovery Request

For the period from January 1, 2005 through March 31, 2005, on a unit by unit basis for
each of the following Pooled Capacity Resources, please identify (i) the total number of
hours that each of the Pooled Capacity Resources operated; (ii) the total revenues that
were received for operating the Pooled Capacity Resources during the hours identified
in item i; (iii) the total variable costs that were incurred in operating the Pooled Capacity
Resources during the hours identified in item i; and (iv) the reservation fee or total fixed
costs that were incurred to have the Pooled Capacity Resources available to operate:

1. Zion Units 1, 2 and 3 (450 MW)

2. Elgin Unit 3 (116 MW)

3. Ameren system purchase (50 MW)

4. Whitewater excess (12 MW)

5. Port Washington Generating Station (545 MW)
6. Dynegy 100 MW purchase (begin negotiated)

Response: Edison Sault objects to this request as requiring information outside of
Edison Sault’'s personal knowledge and not relevant to the extent it seeks information
outside the scope of Edison Sault's 2006 PSCR Plan. Edison Sault also objects to the
request because it seeks confidential information. Without waiving its objections, Edison
states:

i Pooled Capacity Resources are not directly utilized to supply energy
under the JOA. Under the JOA, capacity and energy are separate products. Wisconsin
Electric Power Company (WEPCo) purchases capacity to provide adequate capacity to
itself and to Edison Sault under the terms of the JOA. The Pooled Capacity Resources
are made up of some of these purchases and are specifically identified to calculate the
price of capacity under the JOA, but these resources do not supply energy to Edison
Sault. The number of hours that Pooled Capacity resources operated is shown below.

Combined Resources Combined Number of Hours Operated

Ameren system purchase, Dynegy 100, 1,248
MW purchase ' *

1 - The Whitewater Excess contract is for the period of April through October each year so it is
not applicable.

2 — The Port Washington Generating station began commercial operation on July 16, 2005 so it
is not applicable.

(i) No sales revenue was received from any of the Pooled Capacity
Resources, as no sales were made by WEPCo that directly utilized these resources.
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(i)  The total variable costs incurred by WEPCo during the hours identified in
item (i) above area as follows:

Combined Resources Combined Variable Cost

Ameren system purchase, Dynegy 100 | $5,296,903
MW purchase

(iv)  The capacity charges incurred by Edison Sault associated with the Pooled
Capacity Resources are not invoiced on a unit-by-unit basis. Instead, the weighted
average of the capacity costs for the Pooled Capacity Resources is utilized to calculate
a single capacity cost to Edison Sault for forty (40) megawatts of capacity that were
provided under the JOA. For this period, the average cost per kW-month was $3.90.
Therefore the total capacity costs for the Pooled Capacity during this period = $3.90 x
40,000 kw x 3 months = $468,000.

Discovery Request 2 of the City’'s Sixth Discovery Reguest

For the period from April 1, 2005 through December 31, 2005, on a unit by unit basis for
each of the following Pooled Capacity Resources, please identify (i) the total number of
hours that each of the Pooled Capacity Resources operated;2 (ii) the total revenues that
were received for operating the Pooled Capacity Resources during the hours identified
in item i; (iii) the total variable costs that were incurred in operating the Pooled Capacity
Resources during the hours identified in item i; and (iv) the reservation fee or total fixed
costs that were incurred to have the Pooled Capacity Resources available to operate:

1. Zion Units 1, 2 and 3 (450 MW)

.2. Elgin Unit 3 (1 16 MW) |

3. Ameren system purchase (50 MW)

4. Whitewater excess (12 MW)

5. Port Washington Generating Station (545 MW)

6. Dynegy 100 MW purchase (begin negotiated)

Response: Edison Sault objects to this request as requiring information outside of
Edison Sault's personal knowledge and not relevant to the extent it seeks information
outside the scope of Edison Sault's 2006 PSCR Plan. Edison Sault also objects to the
request because it seeks confidential information and because the term “revenue” is not
defined. Without waiving its objections, Edison Sault states:

(i) Pooled Capacity Resources are not directly utilized to supply energy
under the JOA. Under the JOA, capacity and energy are separate products. WEPCo
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purchases capacity to provide adequate capacity to itself and to Edison Sault under the
terms of the JOA. The Pooled Capacity Resources are made up of some of these
purchases and are specifically identified to calculate the price of capacity The requested
data is provided below.

Combined Resources Combined Number of Hours Operated

Zion Units 1, 2 and 3, Elgin Unit 3, 2,377
Whitewater Excess', Port Washington
Generating Station®

(i) It is assumed that “revenue” refers to payments made to the resource by
MISO for participation in the MISO day ahead and real-time energy markets, which
commenced on April 1, 2005, for resources 3 through 6. For resources 1 and 2,
‘revenue” is assumed to equate to payments made to the resource by PJM for
participation in the PJM real-time energy market starting in June 2005. Given these
assumptions, revenue is as follows:

Combined Resources Combined Revenue

Zion Units 1, 2 and 3, Elgin Unit 3, | $62,064,102
Whitewater Excess, Port Washington
Generating Station

(iiiy  The total variable costs incurred during the hours identified in item (i)
above area as follows:

Combined Resources Combined Variable Cost

Zion Units 1, 2 and 3, Elgin Unit 3, $48,161,561
Whitewater Excess, Port Washington
Generating Station

It is important to note that “revenue” minus “variable cost” does not equate to “profit.”
WEPCo also pays MISO to serve its load, and revenue from generation typically offsets
the costs to serve load.

(ivy  As explained in response (iv) to Interrogatory 1, the weighted average of
the capacity costs for the Pooled Capacity Resources is utilized to caiculate a single
capacity cost to Edison Sault for capacity under the JOA. For the 9-month period, the
average capacity cost was $5.90. Therefore the total capacity costs for the Pooled
Capacity during this period = $5.90 x 40,000 kw x 9 months = $2,124,000.
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Discovery Request 3 of the City’s Sixth Discovery Request

For the period from January 1, 2005 through December 31, 2005, on a unit by unit basis
for each of the following Pooled Capacity Resources, please identify (i) the total number
of hours that each of the following units operated under any contract with ESE or
WEPCO whether as a Pooled Capacity Resource or otherwise.

1. Zion Units 1, 2 and 3 (450 MW)

2. Elgin Unit 3 (116 MW)

3. Ameren system purchase (50 MW)

4. Whitewater excess (12 MW)

9. Port Washington Generating Station (545 MW)
6. Dynegy 100 MW purchase (begin negotiated)

Response: Edison Sault objects to this request as requiring information outside of
Edison Sault's personal knowledge and not relevant to the extent it seeks information
outside the scope of Edison Sault’s 2006 PSCR Plan. Edison Sault also objects to the
request because it seeks confidential information. Without waiving its objections,
Edison Sault states that there is no distinction made by WEPCo when Pooled Capacity
Resources are utilized for energy, since they do not supply energy to Edison Sault
under the JOA. Therefore, the total number of hours operated by these resources for
the 12-month period is the sum of the hours identified in the responses to
Interrogatories 1 and 2 above.

Objections prepared by,
DYKEMA GOSSETT PLLC
Dated: June 28, 2006

Albert Ernst (P24059)

Christine Mason Soneral (P58820)
Stewart A. Binke (P47149)
DYKEMA GOSSETT PLLC
Capitol View

201 Townsend, Suite 900
Lansing, Michigan 48933

(517) 374-9100
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T

JOINT OPERATING AGREEMENT
BETWEEN
msr_io&sm ELECTRIC POWER COMPANY
| AND
EDISON SAULT ELECTRIC COMPANY

. THIS AGREEMENT is meade and entered into this /é’ gg/ of %‘f 2000, by and between

Wiéconsin Flectric Power Company. (“Wisconsin E'lcctie”)' énd Bdisonr Sault Electric Company
(“Edison Saulf™), réfe*;red to collectively as “?artiés” and singularly as “Party’ ’..

WHEREAS, Wisconsin Electric 2nd Edison Seult are cm*rﬁhﬂy the owners and operators of
electric generation, transmission and distribution facilities with which i.'hef are engaged in the
business of generating, t:énsmitting and selling eleciric pqwci' and energy to the general publié and to
 other electric uﬁlﬁies, imluding C}g‘}eﬂand Eleotric Cgéparaﬁ\;e; and

WHERBAS, Wisconsin Electric and Edison Sault have commii‘zéd to transfer ownership and
operational confrol of certain jurisdictional transmissién' fecilities to the American Transmission
- Company LLC (“ATCLLC”), Wﬁereby ‘ATCLLC will exercise control over these facilities ﬁntil
cnnn;ol‘ is asQumed by the Midwest Indepandént System Opsrator‘ ("Midwest ISO™) when the
Midwast ISO commences operations in 2001; and

WHEREAS, on April 22, 1998, the Federal Energy Regulatory Commission (‘FERC” or
‘-‘Commis-silon"} apinrévcci ﬁae merger request by Wiscpﬂsin Energy Camoratioﬁ and ESELCO, Inc.,
whereby 'Edisbn_ Sault and Wislclsﬂsin Electrie became separate whoily»m’m:;d subsidiaries of
Wisconsin Energy Co@ration§ and -

WHEREAS, thé Partiés can ﬁchiava a greater realization of ecopomic benefits for their -
‘ ‘cust‘dm‘ersﬂ th1‘.oug¥;1 o.peration as a single integrated and cenfrally dispatched system, and through
. greater coordination of their elecﬁic supply activiﬁés, including pianﬁﬁg, coﬁstliﬁcﬁon, operation and

maintenancs of their Generating Units;
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WIER}ZAS the Poragmng penefits will be eccnomically achisved and their attatnment will

be facilitated by havmg certain services performed by Wisconsin Electric acting as Ait,cm on behalf .

of Edison Saulf;

NOW, 'H{EREFDRE,'in consideration of the covenants and premises herein set forth, the

Partiss mutually agree as follows:

ARTICLET

DEFINITIONS

For the purpose pf this Agmemenf, the following definitions shall apply:

1.01

1.02.

1.93

1.04

1.03

1.06

1.07

Adequacy Operafor shall mean the entity that has the abﬂity and ﬁm obligation to
suppfy the aggrepgate electrical demand and energy requirements of the load within a
defined ajea at all times, taking into account scheduled and rezsonably expected
unscheéuéed outages of System elements.-

Agent shall have the meaning set forth under Secticn: 3.01 héraof.

Agrzement shali be this Joint Operating Agreement between Wisconsin Electric and

Edlson Sault mciucmg all aﬁachmants hawto ag the same may be amended,

suppiementei or modified in accordance with its terma.

Cagamicy shaII be the rate of d(}mg work and shall be expressed in megawatts {MW).

7 Cepacity Requirements shall mean the capacity requirements of a Party that: (1) arise

g after January 1, 2001; {2) cannot be satisfied by that Party’s Embedded Capacity

\
3

'R,esém'ces'_; and (3) cannot be satisfied bﬁr Excess Capacity Resources belonging to
the other Party.
.CEQ shall mean the Chief Executive Officer of the Wisconsin Erergy Corporati-c;n.

- Demand shall be the demand in MW of all retail and wholesale customers, for both

firm and non-firm energy, on whose behalf the Party, by statute, franchise, regulatory
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requirements, or contract, has an obligation to supply electricity, integrated over a

period of one Hour, plus tae Josses incidental to that service.

1.08 Economic Dispatch shall be the distribution of total generation requirements among
allerpative sources for system ecomomy with due consideration of incremental

generating costs, incremental transmission losses, and systern reliability.

1.06 Embedded _Ca;iécity Resources shall mean thosa generaling tesources owned or
acquired by each Pa!‘tj;f prior to .July 1, 2000 to mcét its Load Responsibility and
. Planning Reserve Level, Embedded Capaciiy Rcsoﬁmcs are se‘;fgrﬂl in Schedule B
g of this Agreement. - | |
‘ 1.10 ‘Enerpy shall be a measute of doing work exﬁr’assed-in megawatt hours (MWE).

1.11 -Excess Capacity Resources shall mean those Bmbedded Capacily Resources that

exceed the 'géz;era‘zing YeSOUToes requii'gd to satisfy a Party’s Load Responsibility and
?ianning Reserve Level, |

112 Gengrating Unit éha]i be an elsctric gene?aﬁor, togetbef with its p;ime mover, and all.
auxiliary and appurtenant devices and equipment designed to be operated as a unit for
the production of Energy. & |

1.13 - Good Utility Pijaéﬁcc shall mean the practices, methods, and acts engaged in or

- approved by a significant portion of the eleciric utility industry during the relevant

time period, or any of the practices, methods, and acts which, in the exercise of

%
1

‘reasonable ;udgment in light of the facts known at the time the decision was maée
couid ‘have been ﬁxpectcci to accomplish tha desned result at a reasonable cost
congistent with good business practices, reliability, safety and expedmon. Good
Ttility P‘facti'seri's not intended to be limited _tq the optimum préc‘a’ce, method, or act
to the exclusion of ali others, but rather includes ajl acceptable practices, methods, or

acts generally accepted in the region.




- 1.14

1,15

1.16

.17

119
120
121

122
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Hour shell be a elock hour,

Joint Supply Plan shall be the formal documented plan developed from fime to time

for all ﬁjmre'Génerating Units of the Parties and other resources.

Load Responsibility shall be as follows:

{2} - Party Pca]c Demand; less

(_b) | Inten‘up’abie load mcludmg direct Ioad conirol mc}udad in (a) above; p}us

| RO "The contmcmal ameunt of firm sales and exchanges including applicable

‘reserves during the period to other systems; less

{d)  The contractual amount of firm purchases and exchanges including applicable

reserves during the period from other systems.

‘Month shall be a calendar month,

Off-System Purchases shall mean aK'p_urchases from a third party of Energy and/or

© Capacity.

Off~System Sales shall mean all wholesale sales to a fhird party of Energy and/or-

Capac*ty

Peak Dcmand for a pcnad shali be the hzghcst Demand for any Houx durmg the

h pesmd

Pianmng Rﬁsez've Leve}i shaﬁ be the MW amount of required Reserve Capacity for a

'Paﬁy, expressed as a percentage of its for ecas*ed Load Rebponszbﬁzty

Pooied Capacity Resources ‘shall mean ﬂmsa generatmg rasourcea, inclnding those

resources coustructed in the fufure by either Parly and those made available throu gh

pnrchases of capacrty from third parnas acquired - 1o saﬁsfy the Capacny

Requirements of ‘Doth Parties. Pooled Capacxty R»sources shall be set forth in

Schedule C of this Agrecmént. |
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123  Reserve Capacily shall be that amount in MW by which the Parly or Sysiem
Capability exceeds Party or System Load Responsibility.
1.2‘4 m shall be the Generating Units and equipment related to operaling the
| Ganeratmg Units, the interconnection equlpmsnt conmnecting tha Generating Units to
the transmlssmn gmd or the 1ransm1s.s1nn gnd 1o the dmhxbutzon facilities, capacziy
and energy resources acquired by contract, the transmission contracts necessary to
| _transmifﬁ‘la‘capgcity and emfgy acquireﬁ by contract, and the distribution faciliﬁes
utilized to serve thé load that are owned or operated. by or for the benefit of the
Parties. .

125 System Capability shall be the arithretical sum in MW of the individual Party

- cépabiliﬁes.. _
126 | Ywé;shali bea calendar year. |
ARTICLETl |
~ TERM OF AGREEMENT
l2,01_ This Agreement shall became effective at 12:00 am. E.S.T. on the later of (a).

.Tanumy 1, 2001, or (b} ’fhe day on wh;ch any reqmred regulatory approvals are obtamed and ghall }

continue in IuII forcc and effect Year to Year until tenmnated by one or both of the Parties upon
' twelve months Wntten notice to the other Party If any regulatory body revises or mechﬁf:s any
' provzsmn n a manne: deemed uracseptab]e o either Party, this Agwemem may be terminated by

v
]

gither Party.
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ARTICLE HI
AGENT

3.01 Designation of Agent

Wisconsin Electric will serve as the Agent of Edison Sault for the purpose of performmg the

dutzas set forth in Sccno*l 3.02. 'I‘hose duties shall be performed consultatmn wath the Operating

_ Cpmmittee, unless expijf:ss}y stated otherwise in this Agreemant.

duties:

3.02 Dutles of Agen

In its capacz*y as Ag&nt for BEdison Sauit, W;tsconsm Electric shall perform the followmg

(a) | Coordinate thé Economic Di spatéll of the Systém;
() Actas Adequacy Operétd_r and maintain the reliability of the combined System
through monitoring and sécﬁrﬁy assessments as is appropriate for generation control
_ and ioéd balancing;
{c) Plan, coordinate and schedule Off-System I’urciqases and Off-System Sales; '

(&) Obtain transmission service, including ancillary services (thréngh self supply or

-purchase);

()  Develop all Capaczty and Energy’ bﬂ!s and b111mg~1eiatsd information betweel_ the

Parties and with other who Ie:,a}c fransacting entmes

) Engage in such othez acnw‘aas, or perform such other duties, as may be necessary or

LY
1

as assigned by the Parties or Operating Committee; and

() Take such actions as are necessary to accommodate refafl access as it may evolve in

Michigan znd Wisconéin.

3.03 Re;ﬁorﬁng%o Edison Sauit

© Wisconsin Electric -shail provide periodic surnmary fspofts of its activities under this

Agreement to Bdison Sault, and shall inform Edison Sault of situations or problems which may
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“adversely affoct the petformance of Wisconsin Electric’s duties under this Apreement. Wisconsin
Electric shall also provide to Bdison Sault, in such detail as is reasonably reguested, reports on

specific issues or projects arising out of its duties under this Agreement.

3.04 Compensation of Agent
AEdiéan Sault shall ct-)mp&nsata Apent for the services specified in this Agreement in
écoordance with Schedule A. - _
AR‘I‘ICLE v |
OPERATING COMMITTEL

401 Bstsblishment of Operating Committoe

There shall be an Operating Committee, which shall consist of representatives of Wisconsin
Electric and Edison Sault, as determined by the CEO. Each Party shall pay the expenses of its
representatives on the Operating Commiittee.

4,02 Duties of the Q;)eraﬁng Commitiee

Ths OparaiiﬁgCommitts& shall havertha following duties:
- (a)  Assume responsibility for the development of any amendments to this
Agree?nent;
(b} ‘Peﬁeéic'ally review this Agreement to 6efem1ine whether revisions are
néc_;essary to meet changing conditions;
) Moitor the adequacy of reserves for the Parties;
(@  Provide coordination of maintenance schedules fo;" Gcnerajcing Units;
(e)- Periodically review the’ Planni.ng Reserve Leve! for each Party gﬁd
recommend any modifications to tﬁe CEO;

H Périodicaily review the Joint Supply Plan and recommend any modifications

to the CEQ; and
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¢
(g)  Explore annually the eppropriate timing for a transit%oﬁ to a system-wide
pool.
ARTICLE V
PLANNING

_5.01- Respongibility for Adcquatc Resources

Each Party shall own, or have available 1o it under contract, such geperating resources as are

necessary to supply its Load Responsibility and ifs ?1;a.nning Reserve Level.

5.02 Load Growf;h Forecasting A _ , .

Each Paf;y shall forecast and ﬁrovidc annually to the other a ten-year rolling forecast of load
grtﬁwﬂ}, and of the generating résoum&s, including capacity purchased from thirdT parties, necessary 1o
meet its Load Responsibility and its Planning Reserve Level.

503 . Joinmt Supply Plan

Agent shall prepare a Joint Supply Plan that Will“pmvide for the forscasted System Load
Rpslnénsibility and the Syst.am-Planning Raserve Lavel.
| ARTICLE VI
CAPACITY

a8.01 Designaﬁﬂn'and Pricing of Embedded Capacity Resources

. The Embedded Capacity Resources of each Party are set forth in Schedule B of this

~ Agreement, Eacl Parly shall bear the cost of its Embedded Capacity Resonrces, and shall hé entitled

1o receive the energy and capacity from its Embedded Capacity Resources, and shall pay for the
energy that it receives.

6. 02 Dzsposmora of B I‘,xcass Cansaoily Resoumes

Allofa Paﬁ;y s Excess Capacity Resources shall be effered for ‘gale to the other Party prier to

bamg mciuded in an Off-System Sale. Excess Capacuy Resources shall ba purshase:d by a Party at

cost.
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6.03  Pooling of Capacity Requirements

The Capacity Requirements of eacl: Party over and above sach Parly’s Embedded Capacity
~ Resources shall be pooled, and shall be acquired by Agent on a combined and pooled basis.

6.04 Designaﬁon of Pooled Capacity Resourees

All Pooled Capacity Resources shall be set forth ia Schedule C of this Agreement, which
shall be wpdated from time to time as requifed.

6.05 Proing of Pocled Capacity Resources

Costs for Pooled Capaéiiy Resources shall be combined and allocated to a Party based on that
Panyfs share of the averags cost of the total Pooled Capacity Resources zcquired. Schedule D of this
Agroement sets forth & formula and sample caleulation for allocation of the costs of Pooled Capacity

Resources.

6.06  Transition to Systgm-Wide Pooling
Through the Operating Cormmittee, the Parties siﬁaﬂ atmually explore 2 ﬁansiﬁan o a system-
wide capacity pool.
ARTICLE VII
ENERGY

7.01  Scheduling of System Energy

Agent shall schedule System Enérgy consistent with the principles of Econqnﬁc Dispateh,

Each Party’s identification of operating and security constraints affecting joint dispatch will conform

with Good Utility Practice. *

7.02 Enex.gy from Embcdded,Capaciij Resources
~ ‘Bach Party shall receive the benefit of Energy ﬁ'é,m its Embedded Capacity Resources,

“consistent with the principles of Economic Dispatch.
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7.03  Eneigy from Other Resources

Agent will arrange for the scheduling and/or purchase of all Energy z"&duirf:d o meet Bdison
Sault’s load in excess of Energy available and scheduled from Edison Sault’s Embedded Capacity
Resources. Edison Sault shall compensate Agent for this Energy in accordance wiﬂz the method set
forth fn Schedule E |

-7.04  Transition to System-Wide Pooling

Through the Olieraﬁng Committee, the Parties shall annually explore a {ransition to a system-

wide energy pool.

ARTICLE VI

GENERAL

8.01 Regulatory Authori'zaﬁon
- This Agrsemam is subject to certain Iag..l].ﬂs.(}fy approvals and each Party ghall diligently seek
all necassary reguiatary anthonzahon for this Agreement

8_02 Effeot on Other Agrcemcﬂts

This Agmt:ment shall not modify the obhganons of any Party under any agreement between

N ‘the Partleb and othels nct parm}s to this Agreement m effect at the date of ﬁns Agzeement

8._03-‘ Schcdules

The basis of comﬁenéation for the use of facilities and for fehe Capaéitj; and Energy provided
or suppliéd by' a Party to aﬁother Party under his Agresment shall be in accordance with
arrangements agreed upen from t_imé to timé among the Parties. Such anangefnlnts ghall be in the .

form of Schedules, each of which, when signed by the parties thergto and appmved or accepted,

whers necessary, by appropriate re gtﬂatofjf authority, shall become a paft of this Agrcement.

10
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8.04 Measurements

All quantities of Capacity and Energy exchanged or flowing between the systems of the
Partics, shall be determined by meters instailed at each intgrcanneci;ion, unlesc::. otherwise agreed to
by the Parties.

805 Billings

Bills for services rendered hereunder shall be caloulated in accordance with applicable

: Scﬁeduics, and chall be issued on a monthly.basis for services performed during the preceding.

Month. ‘

R.06  Waivers

Any waiver at any time By my Party of its rzght with respect to a default under this
Agrcement ot wzth reswct to any other matter avsmg in conmection wﬁh this Agms:ment ghall not
" be deerned a waiver wifh respect 1o zny subsaqwnt default or matter. Any delay, short of the
' statatory pen'od of limitation, in asserting or anforcin_g any right under this Agreement, shall not be
deemed a waiver of such right.

8.07 Successors and Assigns

This Agreement shall inure to the benefit of and be hiziding upon the Parties only, and their
.pespective suscessofs and assigns, and shall not be assignable by any Party without the written
consent of the oﬁmr Party

8.08 No Third Farty Beneﬁmanes

i

This Agreemen‘: does nbt greate rights of any character whaisogver irr favor of any person,

cmpomuon association, entity or power suppiers, other than the Pa;rt;es and the obligafions herein

assumed by the Pames are solely for the use and benefit of said Parties. Nothmg in this Agreement _

shall be c(‘)nsh'uedr as permitting or vesting, or attempting to permit or vest, in any persen,
corporation, association, entity or power supplicrs, other than the Partiss, any Tights heteunder or in

any of the Generating Units or tramsmmission plants owned by the Parties or the use thereof, -
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8.09  Amendment
It is contemplated by the Parfies that it may be approptiate from time to time io change,
amend’er suppl_eméni this Agrﬁé:méni:. This Agreement may be changed, amended, modified or
supplemenfeé bf an instrument in writin g executed by both of the Parties after requisite approval or
acceptance for filing by the apprépriata reguiatory authorities.

810 Independent Confractors

It is agreed among the Pariies that by entering into this Agl‘eemént the Parties shall not
become pariners, but as to sach other and to third persons, the Parties shall remain indepen&ént
contractors in all matters relating to this Agreement.

8.11  Liability and Indomnification

Subject to any appacable state or federal law whlch may spcclﬁcahy restrict limitations on
Jiability, each Party shali defend, mdcmmfy hold harm]ese and releage the other Party, their

directors, ofﬁcers and smployeas from and agamst any and all lability for loss, damage, or eXpem,a‘

. alleged to arise from, or incidental to, mju:ry to persons, and/or damage fo pmpel“sy m ccmnacfmn-

with iis faclhtzes or the productmn or transmission of electric energy by or through such facilities, or
related o performance or non~perf0mlance of this Agreement, including any negagencs arising
hereunder. Inno event shall one Party be liable to the other Party for any indirect, special, incidenta],

* or consequential damages with respect to any claim arising out of this Agreement.

8.12 Govaming Law

“The validity, interpretation and performance of this Agreement and each of its provisions
shall be governed by the applicable laws of the State of Wisconsin.

8.13  Section Headings

The descriptivé headings of the Asticles and sections of this Agreement are used for

convenience only, and shall not modify or restret any of the terms and provisions thereof.
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IN WITNESS WHEREOQE, the Parties have cansed this Agreement 1o be executed and

attested by their duly authorized officers on the ﬁjay and Year first above written.

WISCONSIN ELECTRIC POWER.
COMPANY

O R
7&”@va N i",-(;( A
/ Tames R. Keller -
Director, Power Marketing

EDISON SAULT BELECTRIC COMPANY

By: Z»a:zf_z /JQ/L

- Dopald 8 awTil
President

13
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SCHEDULE A
Fee for Services Provided Under Article JH

Rdison Sault shall pay a parcentage of Agent’s operating budget for the Power Marketing
Buginess Unit based upon Adjusted Annual Peak Demands. The Adj usted Annual Peak
Demand for Edison Sault shall be its annual Peak Demand less the sum of Edison Sault’s
capacity from Hydro and powser purchase agreements, identified in Schedule B. The
Adjusted Arnual Peak Demand for Wisconsin Electric shall be its annual Peak Demand less
the sum of Wisconsin Electric’s capacity from Point Beach, Hydro, and power purchase
agreements, identified in Schedule B. The percentage to be paid by Edison Sault shall be the
ratio of Edison Sault’s Adjusted Annual Peak Demand over the sum of the Annual Peak
Demands of Bdison Sault and Wisconsin Electric. ‘

Example:
APDps/ (APDps + APDywe) * Bwg = F
‘Whers APDgs = Adjusted Annual Peak Demand for Edison
. Sanlt
- APDwe = Adjustad Armual Peak Deimand for Wisconsin
Flectric
Bwe = Operating Budget

F = Fee paid by Bdison Sault
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Current Rated Capacity (MW) of Existing WEPCo Units and Capacity

Purchases

STEAM UNITS:

Point Beach 1
Point Beach 2’

'PB TOTAL NUCLEAR MW#*## kst

Oak Creek 5
Oak Creek 6
Qak Creek 7
QOak Creck 8
OC TOTAL MWk sdhihnrdionds

Port Washington 1
Port Washington 2
Port Washington 3
Port Washington 4

~ Port Washington 5

PW TOTAL MW soksdoien ki

Valley 1

Valley 2

Steam Load

VP TOTAL MWHkkshxasdkatdssd

Pleasant Pfairie 1
Pleasant Prairie 2
PP TOTAL W*****%**#*******

EDGEWATER 5 (WE Share)*#*+*

Presque Isle |
Presque Isle 2
Presque Isis 3

Presque Isis 4

Presque Isle 5
Presque Isle 6
Presque Isle 7
Presque Isle 8 -
Presque Isle 9

TOTAL PRESQUE ISLE MW xk

505
507

1012

261
264
298
312
1135

80
80
80
80

320

140
140
13
267
600

600
1200

102

25
37
38
58
88
%0
&5
88
88
617



MILWAUKEE COUNTY ¥ xdkitsd
*exPORSSIL STEAM TOTAL#****%%

COMBUSTION/DIESIEL
UNITS:
Germantown 1
Germantown 2
" Germantown 3
Germantown 4
Germantown 5
Concord 1
Concord 2
- Concord 3

* Concord 4

Paris 1

Paris 2.
"Paris 3

Pans 4

Point Beach 5G

Oak Cresk 9

Port Washington 6
Valiey Diesel

Pleasant Prairie Diesels
COMBUSTION/DIESEL TOTAL:

HYDRO: MEDIAN CONDITIONS

WE SYSTEM TOTAL:

POWER PURCHASE AGREEMENTS:

‘TOTAL CAPACITY (MW)
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11

3652

63
63
63
63
93
94
94
94
94
94
102
102
94
i6
20
18

1172 ‘
63

5899

803

6702
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Current Rated Capacity (MW) of Existing ESELCo Units and Capacity
Purchases - '

. COMBUSTION/DIESEL
UNITS:
Manistique 1~ - . 2.6
Maristique 2 _ 2.8
Other’ ' 11.0
COMBUSTION/DIESEL TOTAL: : 16
Hydro: Median Conditions, - 27

ESE SYSTEM TOTAL: - 43

POWER PURCHASE AGREEMENTS:

US Hydro N 17
© Consumers Tnergy , 25
WE S C 20
TOTAL CAPACITY PURCHASES: 62

TOTAL CAPACITY (MW) 105

P Inchudes Bdison Sault’s contractual ﬁghzs to utilize combuston/diesel unifs of Cloverland Electric
' © Cooperztive and the Village of Newberry. o : :
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SCHEDULE. C
Pooled Capacity Resources

1. Contract for the purchase 98 MW of capacity, beginning on 10/ 1/2600, and ending on
8/36/2000,
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SCHEDULE D

Pricing 6f Pooled Capacity Resonrces

The price of Pooled Capacity Resources for the coming Year shall be determined by the Agent by
November 15 of the current Year. The price to Edison Sault shall be the Agent’s annual cost for the
Pooled Capacity Resources multiplied by the ratio of Edison Sault’s Capacity Requirement for the
coming Year to the sum of Wisconsin Electric’s and Edison Sault’s Capacity Requirements for the
coming Year. Included in the price shall be any applicable taxes and {ransmission costs.

In the event additional ?éojed Capacity Resources are required during the Year, the annual price
shall be recalculated to reflect all annual Pooled Capacity Resouree costs proportioned as above,
using the annual Capacity Requirements determined at that time. '

Exaxﬁples: '
1. Annual Capacity Requirement for Edison Sault = 20 MW

Annual Capacity Requirement for Wisconsin Electric = 180 MW

Anmal cost of Pooled Capacity Resources = $18 M (including taxes &

_ ‘ - - . - fransmission)

Annual price to Edison Sault . = 18 M x 20 MW/ GOMW +
, : . . 180 MW)
= $L.8M

2, As asbove, but 'dun'ﬁg the year Wisconsin Eéecﬁ*i'c’s- Capacity Requirements increass fo 200

MW, and annual cost of Pooled Capacity Resources increases to $22 M.

Anual price to Bdison Sault - = 52M x 20MW/ Q0MW+
, . o : 200 MW '
L= $2.0 vt
-3 As ajbové, but during ‘iﬁe year Wisconsin Electric’s Capacity Reguirements decrease to 160

MW, and aninnal cost of Pooled Capacity Resources deoreases 1o $i4 M.

 Anmal prica'?co Edison Seult " | = $14 M x 20 MW / (20 MW +
SR , 160 MW) |

i

J1.6 M
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SCHEDULE E
Eunergy Pricing

The price of Bnergy delivered to Edison Sault as required fo meet Edison Sault load in excess of
Energy available and scheduled from Edison Sault Embedded Capacity Resources shall be based on
the System Incremental Cost, plus applicable taxes. The price shall be calculated after-the-fact on an
hourly basis. The load-weighted average of the price, for a Month, shall not exceed the greater of
$100/MWh, or 2 mumally acceptable index. Such an index must be selected and accepted by both
Parties for the Year by November 15 of the previous Year. '

System Incremental Cost for the Energy delivered to Edison Sauli shall be gvaluated based on actual
Contrel Area operation (defined by generation and purchase amounts and costs for each Hour), The
Energy delivered shall be determined on an hourly basis as Edison Sault’s total load 1ess the net
‘generation of Bdison Sault’s Embedded Capacity Resources, shown in Schedule B, operating that
Hour. ' ' - ’ ‘

" During periods when Edison Sault has resources in excess of its total Demand, BEnergy may be
supplied to Wisconsin Elettric. The price of Energy supplied to Wisconsin Electric shall bs based on
Bdison Sault’s incremental energy cost using Edison Sault’s Embedded Capacity Resources. '
Tnéremental energy cost shall be determined hourly as the sum of the cost of any must-take energy in
excess of Edison Sault’s total load for that Hour. Energy delivered to Wisconsin Electric shall be the
total of the net generation of Edison Sault Embedded Capacity Resources, less Edison Sault’s jotal
load for that Hour. The price shall be the incremental cost divided by the Energy delivered for that
Hour plus applicable taxes.. : : : ; ' ' '

For the purposes of this Agreement, Systera Incremental Cost is defined as the slope (in $/MWh) of a
surve constructed daily of hourly load and cost pairs. The hourly cost portion {in dollars) shall be the
sum of operating costs for Wisconsin Electric’s and Edison Sault’s resources that Hour including
fuel, variable operating & maintenance, and emission allowances for generators and the energy cost,

" including emission allowances of purchases, plus the cost of load reduction incentives {such as the
dollars for power or power market incentives programs). The howrly load portion (in MW) shall be

- the sum of Wisconsin Electric net generation and purchases with Edison Sault’s net generation’ and
purchases for that Hour, ' :

The slope of the curve shall be evaluated each Hour, at a load equal to the sum of Wisconsin

Tlectric’s relail customer load, with wholesale municipal, and co-op firm loads under the contracts

existing on June 1, 2000, and the BEdison Sault firm load, less Edison Sault net generation and

purchases, all for that Hour.

! §hall include Cloverland Electric Co-op and town of Newberry resources available to Edison Sanlt, in operation
that Hour, as directed by the Agent. :

f—
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