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Mary Jo Kunkle

Executive Secretary

Michigan Public Service Commission
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RE: Edison Sault Electric Company’s 2006 PSCR Plan
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 2 of 2 and contains exhibits CMI-13 and CMI-14.

This is a E-File Paperless case, and therefore these exhibits will only be submitted
electronically.

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 J. Wgcy gyw
W aters §§toe§§b(?6?o;rza§ Elrzt%f;;’r“
Thomas J. Waters
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AMENDMENT 2
TO THE

JOINT OPERATING AGREEMENT
BETWEEN
WISCONSIN ELECTRIC POWER COMPANY
AND
EDISON SAULT ELECTRIC COMPANY

THIS AMENDED AGREEMENT is made and entered into this of , 2005, by

and between Wisconsin Electric Power Company (“Wisconsin Electric”) and Edison Sault Electric
Company (“Edison Sault”), referred to collectively as “Parties” and singularly as “Party™.

WHEREAS, Wisconsin Electric and Edison Sault intend to become market participants in the
Midwest Independent Transmission System Operator, Iﬁq. (“Midwest ISO”) day-ahead and real-time
energy markets upon the start-up of such markets; and

WHEREAS, participation in the MISO energy markets by Wisconsin Electric and Edison
Sault will require changes to the calculation of the price of Energy under this Agreement as it is
currently defined; and

WHEREAS, Wisconsin Electric and Edison Sault intend to amend the Joint Operating
. Agreement dated October 16, 2000 in order to change the calculation of the price of Energy to reflect
the calculation that will take place upon the start-up of the MISO energy markets; and

WHEREAS, Wisconsin Electric and Edison Sault intend to amend the Joint Operating
- Agreement dated October 16, 2000 in order to achieve a greater realization of economic benefits for

their customers through the wholesale coordination of generation and/or purchasing of renewable

energy; and

Issued by: James R. Kelier, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Issued on: March 31, 2005 Effective date: April 1, 2005
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WHEREAS, Wisconsin Electric and Edison Sauit either have m effect or are seeking
approval from state regulatory commissions that have jurisdiction over their retail rates for the
offering of voluntary renewable energy tariffs; and

WHEREAS, Wisconsin Electric and Edison Sault are currently the owners and operators of
electric generation, transmission and distribution facilities with which they are engaged in the
business of generating, transmitting and selling electric power and energy to the general public and to
other electric utilities, including Cloverland Electric Cooperative; and

WHEREAS, Wisconsin Electric and Edison Sault have transferred ownership and operational
control of certain jurisdictional transmission facilities to the American Transmission Company LLC
(“ATCLLC”), whereby ATCLLC exercises control over these facilities until contro! was assumed by
the Midwest ISO when the Midwest ISO commenced operations in 2001; and

WHEREAS, on April 22, 1998, the Federal Energy Regulatory Commission (“FERC” or

- «“Commission™) approved the merger request by Wisconsin Energy Corporation and ESELCO, Inc.,
whereby Edison Sault and Wisconsin Electric became separate wholly-owned subsidiaries of
Wisconsin Energy Corporation; and

WHEREAS, the Parties can achievé a greater realization of economic benefits for their
customers through operation as a single integrated and centrally dispatched system, and through
greater coordination of their electric supply activities, including planning, construction, operation and
maintenance of their Generating Units; and

WHEREAS, the foregoing benefits will be economically achieved and thelr attainment will

" be facilitated by having certain services performed by Wisconsin Electric acting as Agent on behalf

-of Edison Sault; and

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Issued om: March 31, 2003 Effective date: April 1, 2005
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NOW, THEREFORE, in consideration of the covenants and premises herein set forth, the

Parties mutually agree as follows:

ARTICLEI

DEFINITIONS

For the purpose of this Agreement, the following definitions shall appty:

1.01

1.02

1.03

1.04

L.05

1.06

1.07

Adequacy Operator shall mean the entity that has the ability and the obligation to

supply the aggregate electrical demand and energy requirements of the load within a
defined area at all times, taking into account scheduled and reasonably expected
unscheduled outages of System elements.

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

Agreement shall be this Joint Operating Agrecment between Wisconsin Electric and
Edison Sault, including all attachmeﬁts hereto, as the same may be amended,
supplemented, or modified in accordance with 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 January 1, 2001; (2) camnot be satisfied by that Party’s Embedded Capacity
Resources; and (3) cannot be satisfied by Excess Capacity Resources belonging to
the other Party.

CEO shall mean the Chief Executive Officer of the Wisconsin Energy Corporation.
Demand shall be the demand in MW of all ret.ﬁii and wholesale customers, for both
firm and non-firm energy, on whose behalf the Party, by statute, franchise, regulatory
requirements, or contract, has an obligation to supply electricity, integrated over a

period of one Hour, plus the losses incidental 1o that service.

Tssued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Issued or: March 31, 2005 Effective date: April 1, 2005



Case No.: U-14703
Exhibit No.: CMI-13

Wisconsin Electric Power Company g;::es;mlgezr‘? y;gdﬁBaaiz First Revised Sheet No. 5
First Revised Rate Schedule FERC No. 96 Page: 6 of 28 Superseding Original Sheet No. 5
Superseding Original Rate Schedule FERC No. 96

1.08 Economic Dispatch shall be the distribution of total generation requirements among
alternative sources for system ecomomy with due consideration of incremental
generating Costs, incremental transmission losses, and system rehability.

1.09 Fmbedded Capacity Resources shall mean those generating resources owned or
acquired by each Party prior to July 1, 2000 to meet its Load Responsibility and
Plamning Reserve Level. Embedded Capacity Resources are set forth in Schedule B
of this Agreement.

1.10  Energy shall be a measure of doing work expressed in megawatt hours (MWh).

111 Excess Capacity Resources shall mean those Embedded Capacity Resources that
exceed the generating resources required to satisfy a Party’s Load Responsibility and
Planning Reserve Level.

1.12  Generating Unit shall be an electric generator, together with its prime mover, and all
auxiliary and appurtenant devices and equipment designed to be operated as a unit for
the production of Energy.

Good Utility Practiée shall mean the practices, methods, and acts engaged in or

1.13

approved by a significant portion of the electric utility industry during the relevant
time period, or any of the practices, methods, and acts which, in the exercise of
reasonable judgment in light of the facts known at the time the decision was made,
could have been expected to accomplish the desired result at a reasonable cost
consistent with good business practices, reliability, safety and expedition. Good
Utility Practice is not intended to be 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.

Tssued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Tssued on: March 31, 2005 Effective date: April 1, 2005



Case No.: U-14703
Exhibit No.: CMI-13
Witness: Leroy M. Baatz

‘Wisconsin Electric Power Company Date: June 27, 2006 First Revised Sheet No., 6
First Revised Rate Schedule FERC No. 96 Page: 7of28 Superseding Original Sheet No. 6
Superseding Original Rate Schedule FERC No. 96

1.14

1.16

1.17

1.18

1.19

1.20

1.21

Hour shall be a clock hour.

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

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

Load Responsibility shall be as follows:

(a) Party Peak Demand; less

(b) Interruptible load including direct load control included in (a) above; plus

() The contractual amount 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.

Locational Marginal Price or LMP shall be the Midwest ISO market clearing price

for Energy at a given commercial pﬁcjﬁg node in the Midwest ISO region, which is
equivalent to the marginal cost of serving demand at the commercial pricing node.
The LMP includes energy, marginal losses, and marginal congestion components.
Midwest Independeﬁt Transmissién Sgsfem Operator, Inc. or Midwest ISO is a
Regional Transmission Organization responsible for monitoring the regional electric
transmission system and for the management of day-ahead and real-time emergy
markets. Wisconsin Electric and Edison Sault are Midwest ISO market participants.
Month shall be a calendar month.

Off-System Purchases shall mean all purchases from a third party of Energy and/or

Capacity.

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

Capacity.

Issued by: James R. Kelter, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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1.22

1.23

1.24

1.25 .

1.26

1.27

1.28

1.29

Peak Demand for a period shall be the highest Demand for any Hour during the
period.

Planning Reserve Level shall be the MW amount of required Reserve Capacity for a
Party, expressed as a percentage of its forecasted Load Responsibility.

Pooled Capacity Resources shall mean those generating resources, includmg those

resources constructed in the future by either Party and those made available through
purchases of capacity from third parties, acquired to satisfy the Capacity
Requirements of both Parties. Pooled Capacity Resources shall be set forth in

Schedule C of this Agreement.

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

Capability exceeds Party or System Load Responsibility.

System shall be the Generating Unifs and equipment related to operating the
Generating Units, the interconnection equipment connecting the Generating Units to
the transmission grid or the transmission grid to the distribution facilities, capacity
and energy resources acquired by contract, the transmission contracts necessary to
transmit the capacity and energy acquired by contract, and the distribution facilities
utilized to serve the load that are owned or operated by or for the benefit of the

Parties.

Svstem Capability shall be the arithmetical sum in MW of the' individual Party

capabilities.
Year shall be a calendar year.

Renewable Energy is generated from naturally replenishable resources, including

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Issued on: March 31, 2005 Effective date: April 1, 2003
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1.30

1.31

2.01

wind, solar, hydroelectric, biomass, tidal or wave action, and geothermal to produce
electricity with lower or no air emissions or solid waste compared to fossil fuels.
Renewable Power specifically includes any and all Renewable Energy Credits and
Fmissions Credits/Allowances/Offsets associated with the electrical energy and

capacity generated by Renewable Energy sources.

Emissions Credits/Allowances/Offsets shall mean any and all local, state, federal

and/or international credits/allowances/offsets which may accrue as the result of the
operation of Renewable Energy sources. Such credits/allowances/offsets would
include, but not be limited to, carbon dioxide, sulfur oxide, nitrogen oxides, nitrous
oxides, volatile organic compounds (“VOCs”), mercury, methane and any other
greenhouse gases or other credits/allowances/offsets for any other environmental
issues that may be resolved, in whole or in part, by or may accrue to the operation of
Renewable Energy sources.
R.en.fs_wable Ez.iergy. Credits shall mean credits for energy generated at Renewable
Energy sources that could qualify or do qualify for application toward compliance
with any local, state, federal and/or intemational renewable energy portfolio standard
or other renewable energy mandate or objective.
ARTICLE 11
TERM OF AGREEMENT

This Agreement shall become effective at 12:00 am. E.S.T. on the later of (a)

. Januaty 1, 2001, or (b) the day on which any required regulatory approvals are obtained, and shall

Tssusd by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Issued on: March 31, 2005 Effective date: April 1, 2003
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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 a manner deemed unacceptable to either Party, this Agreement may be terminated by
either Party.
| ARTICLE III
AGENT

3.01 Designation of Agent

Wisconsin Electric will serve as the Agent of Edison Sault for the purpose of performing the
duties set forth in Section 3.02. Those duties shall be performed in consultation with the Operating
Committee, unless expressly stated otherwise in this Agreement.

3.02  Duties of Agent

In its capacity as Agent for Edison Sault, Wisconsin Electric shall perform the following

duties:

(a) Coordinate the Fconomic Dispatch of the System;

(b) Act as Adequacy Operator and maintain the reliability of the combined System
through monitoring and security assessments as is appropriate for generation control
and load balancing;

(c) Plan, coordinate and schedule Off-System Purchases and Off-System Sales;

(d Obtain transmission service, including ancillary services (through self supply or
purchase); |

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

Parties and with other wholesale transacting entities;

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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(f) Engage in such other activities, or perform such other duties, as may be necessary or
as assigned by the Parties or Operating Committee; and

(g) Take such actions as are necessary to accommodate retail access as it may evolve in
Michigan and Wisconsin.

303 Reportine to Edison Sault

Wisconsin Electric shall provide periodic summary reports of its activities under this
Agreement to Edison Sault, and shall inform Edison Sault of situations or problems which may
adversely affect the performance of Wisconsin Electric’s duties under this Agreement. Wisconsin
Electric shall also provide to Edison Sault, in such detail as is reasonably requested, repotts on
specific issues or projects arising out of its duties under this Agreement.

3.04 Compensation of Agent

Edison Sault shall compensate Agent for the services specified in this Agreement in

accordance with Schedule A.
ARTICLE IV
OPERATING COMMITTEE

401 Establishment of Operating Commitiee

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 Commuittee.

4,02 Duties of the Operating Comumittee

The Operating Committee shall have the following duties:

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

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Issued on; March 31, 2003 Effective date: April 1, 2005
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(b} Periodically review this Agreement to determine whether revisions are
necessary to meet changing conditions;
(c) Monitor the adequacy of reserves for the Parties;
{d) Provide coordination of maintenance schedules for Generating Units;
{e) Periodically review the Planning Reserve Level for each Party and
recommend any modifications to the CEQ;
() Periodically review the Joint Supply Plan and recommend any modifications
- to the CEQ; and
(&) Explore annually the appropriate tmung for a tramsition fo a system-wide
pool.
ARTICLE V
PLANNING
5.01 Respongibility for Adeguate Resources
Each Party shall own, or have available to it under contract, such generating resources as are
necessary to supply its Load Responsibility and its Planning Reserve Level.
5.02 Load Growth Forecasting
Each Party shall forecast and provide annually to the other a ten-year rolling forecast of load
growth, and of the generating resources, mcluding capacity purchased from third parties, necessary to
meet its Load Responsibility and its Planning Reserve Level.

5.03 Joint Supply Plan

Agent shall prepare a Joint Supply Plan that will provide for the forecasted System Load

Responsibility and the System Planning Reserve Level.

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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ARTICLE VI
CAPACITY

6.01 Designation and Pricing of Embedded Capacity Regources

The Embedded Capacity Resources of each Party are set forth in Schedule B of this
Agreément. Each Party shall bear the cost of its Embedded Capacity Resources, and shall be entitled
to receive the energy and capacity from its Embedded Capacity Resources, and shall pay for the

energy that it receives.

6.02 Disposition of Excess Capacity Resources

All of a Party’s Excess Capacity Resources shall be offered for sale to the other Party prior to
being included in an Off-System Sale. Excess Capacity Resources shall be purchased by a Party at

cost.

6.03  Pooling of Capacity Requirements

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

6.04 Designation of Pooled Capacity Resources

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

6.05 Pricing of Pooled Capacity Resources

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 formula and sample calculation for allocation of the costs of Pooled Capacity

Resources.

6.06 Transition to System-Wide Pooling

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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Through the Operating Committee, the Parties shall annually explore a transition to a system-

wide capacity pool.
ARTICLE VII
ENERGY

7.01  Scheduling of System Energy

Agent shall schedule System Energy consistent with the principles of Economic Dispatch.
Each Party’s identification of operating and security constraints affecting joint dispatch will conform
with Good Utility Practice.

7.02  Energy from Embedded Capacity Resources

Fach Party shall receive the benefit of Energy from its Embedded Capacity Resources,
consisterit with the principles of Economic Dispatch.

7.03  Enerey from Other Resources

Agent will arrange for the scheduling and/or purchase of all Energy required to meet Edison
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 with the method set

forth in Schedule E.

7.04  Transition to System-Wide Pooling
Through the Operating Commmittee, the Parties shall annually explore a transition to a system-
wide energy pool.
ARTICLE VIII

GENERAL

8.01 Regulatory Authorization

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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This Agreement is subject to certain regulatory approvals and each Party shall diligently seek
all necessary regulatory authorization for this Agreement.

8.02  Effect on Other Agreements

This Agreement shall not modify the obligations of any Party under any agreement between
the Parties and others not parties to this Agreement in effect at the date of this Agreement.

8.03  Schedules

The basis of compensation for the use of facilities and for the Capacity and Energy provided
or supplied by a Party to another Party under this Agreement shall be in accordance with
arrangements agreed upon from time to time among the Parties. Such arrangements shall be in the
form of Schedules, each of which, when signed by the parties thereto and approved or accepted,
where necessary, by appropriate regulatory authority, shall become a part of this Agreement.

8.04  Measurements

All quantities of Capacity and Energy exchanged or flowing between the systems of the
Parties, shall be determined by meters installed at each interconnection, unless otherwise agreed to
by the Parties.

8.05 ,Bwﬂ_lm_g§

Bills for services rendered hereunder shall be calculated in accordance with applicable
- Schedules, and shall be issued on a monthly basis for services performed during the preceding
Month, or on a different basis as agreed to by both Parties.

8.06 Waivers

Any waiver at any time by any Party of its right with respect to a default under this
Agreement, or with respect o any other matter arising in comnection with this Agreement, shall not

be deemed a waiver with respect to any subsequent default or matter. Any delay, short of the

Issued by: James R. Kelter, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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statutory period of limitation, in asserting or enforcing any right under this Agreement, shall not be
deemed a waiver of such right.

807 Successors and Assigns

This Agreement shall inure to the benefit of and be binding upon the Parties only, and their
respective successors and asgigns, and shall not be assignable by any Party without the written
consent of the other Party.

8.08 No Third Party Beneficiaries

This Agreement does not create rights of any character whatsoever in favor of any person,
corporation, association, entity or power suppliers, other than the Parties, and the obligations herein
assumed by the Parties are solely for the use and benefit of said Parties. Nothing in this Agreement
shall be construed as permitting or vesting, or attempting to permit or vest, in any persom,
corporation, association, entity 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.

8.09  Amendment

It is contemplated by the Parties that it may be approprate from time to time to change,
amend or supplement this Agreement. T’tﬁs Agreement may be changed, amended, modified or
supplemented by an instrument in writing executed by both of the Parties afier requisite approval or
acceptance for filing by the appropriate regulatory authorities.

8.10  Independent Contractors

It is agreed among the Parties that by entering into this Agreemeﬁt 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

Issucd by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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Subject to any applicable state or federal law which may specifically restrict lunitations on
liability, each Party shall defend, indemmnify, hold harmless, and release the other Party, their
directors, officers and employees from and against any and all hability for loss, damage, or expense
alleged to arise from, or incidental to, injury to persomns, and/or damage to property in connection
with its facilities or the production or transmission of electric energy by or through such facilities, or
related to performance or non-performance of this Agreement, including any negligence arising
hereunder. In no event shall one Party be liable to the other Party for any indirect, special, incidental,
or consequential damages with respect to any claim arising out of this Agreement.

8.12 Goveming 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 descriptive headings of the Articles and sections of this Agreement are used for
convenience only, and shall not modify or restrict any of the terms and provisions thereof.

ARTICLE X
RENEWABLE ENERGY
9.01 The Parties agree to coordinate their generation and/or purchase of power from
Renewable Energy sources. Edison Sault shall compensate Agent for this Renewable

Energy in accordance with the method set forth in Schedule F.

Issued by: James R. Keller, Director Federal Regulatory and Policy
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IN WITNESS WHEREOQF, the Parties have caused this Agreement to be executed and

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

WISCONSIN ELECTRIC POWER
COMPANY

By:

James R. Keller
Director, Federal Regulaiory & Policy

EDISON SAULT ELECTRIC COMPANY

By:

Donald Sawruk
President

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company
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SCHEDULE A

Fee for Services Provided Under Article HI

Edison Sault shall pay a percentage of Agent’s operating budget for the Power Marketing
Business Unit based upon Adjusted Annual Peak Demands. The Adjusted Annual Peak
Demand for Edison Sault shall be its annual Peak Demand less the sum of Edison Sault’s
capacity from Hydro and power purchase agreements, identified in Schedule B. The
Adjusted Annual 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 Edison Sault and Wisconsin Electric.

Example:
APDgs/ (APDys+ APDyzs) * Buwr =F
‘Where APDgg = Adjusted Annual Peak Demand for Edison
Sault!
APDwyr = Adjusted Annual Peak Demand for Wisconsin
Flectric
Bwr = Operating Budget
F = Fee paid by Edison Sault

Issued by: James R. Keller, Director Federal Regulatory and Policy
Wisconsin Electric Power Company

Issued on: March 31, 2003 Effective date: April 1, 2005



Case No.: U-14703

Ex_hibit Na.: CMI-13
Wisconsin Electric Power Cormpany g’a:n.es}s: L?’?yzfglé 68%“2 First Revised Sheet No. 19
First Revised Rate Schedule FERC No. 96 P:gz; z%nsf g Superseding Original Sheet No. 19
Superseding Original Rate Schedule FERC No. 96 "~

SCHEDULE B

Embedded Capacity Resources

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

STEAM UNITS:

Pomt Beach 1 505
Point Beach 2 507
PB TOTAL NUCLEAR MW ¥k 1012
Oak Creek 5 261
Oak Creek 6 264
Oak Creek 7 298
Oak Creek 8 312
OC TOTAL MWrsdkEddhddkitrrs 1135
Port Washington 1 80
Port Washington 2 80
Port Washington 3 30
Port Washington 4 80
Port Washington 5 0
PW TOTAL M“}'**************** 320
Valley 1 140
Valley 2 140
Steam Load 13
VP TOTAL MWH*sskddkdidddddd 267
Pleasant Prairie 1 600
Pleasant Prairie 2 600
PP TOTAL MW**************** 129(}
EDGEWATER 5 (WE Share)***** 102
Presque Isle 1 25
Presque Isle 2 37
Presque Isle 3 58
Presque Isle 4 58
Presque Isle 5 88
Presque Isle 6 90
Presque Isle 7 85

Issued by: James R. Keller, Director Federal Regulatory and Policy
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Current Rated Capacity (MW) of Existing ESELCo Units and Capacity
Purchases

COMBUSTION/DIESEL

UNITS:

Manistique 1 2.0

Manistique 2 2.8

Other' 11.0
COMBUSTION/DIESEL TOTAL: 16

Hydro: Median Conditions 27

ESE SYSTEM TOTAL: 43

POWER PURCHASE AGREEMENTS:

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

! Includes Edison Sault’s contractual rights to utilize combustion/diesel units of Cloverland Electric
' Cooperative and the Village of Newberry.

Issued by: James R. Keller, Director Federal Regulatory and Policy
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Presque Isle 8 88
Presque Isle 9 88
TOTAL PRESQUE ISLE MW###%*% 617
MILWAUKEE COUNTY*##¥#*dxdak 11
**%*FOSSIL STEAM TOTAL****%* 3652
COMBUSTION/DIESEL
UNITS:
Germantown 1 63
Germantown 2 63
Germantown 3 63
Germantown 4 63
Germantown 5 93
Concord 1 94
Concord 2 94
Concord 3 94
Concord 4 94
Paris 1 94
Paris 2 , 102
Paris 3 , 102
Paris 4 94
Point Beach 5G 16
Oak Creek 9 20
Port Washington 6 18
Valley Diesel 3
Pleasant Prairie Diesels 2
COMBUSTION/DIESEL TOTAL: 1172
HYDRO: MEDIAN CONDITIONS 63
WE SYSTEM TOTAL: 5899
POWER PURCHASE AGREEMENTS: 803
TOTAL CAPACITY (MW) 6702

.Issued by: James R. Keller, Director Federal Regulatory and Policy
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SCHEDULE C

Pooled Capacity Resources

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

Issued by: James R. Keller, Director Federal Regulatory and Policy
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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 shail 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 transmission costs.

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

Examples:
1. Annual Capacity Requirement for Edison Sault = 20 MW
Anmual Capacity Requirement for Wisconsin Electric = 180 MW
Annual cost of Pooled Capacity Resources = 518 M (including taxes &
_ transmmission)
Annual price to Edison Sault = SI8M x 20MW / (20 MW +
180 MW)
= $1.8M
2. As above, but during the year Wisconsin Electric’s Capacity Requirements increase to 200

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

Annual price to Edison Sault = $22M x 20MW / (20 MW +
200 MW)
o $2.0M
-3 As above, but during the year Wisconsin Electric’s Capacity Requirements decrease to 160

MW, and annual cost of Pooled Capacity Resources decreases to $14 M.

Annual price to Edison Sault = $14 M x20 MW /(20 MW +
160 MW)

$1.6 M

1l

Issued by: James R. Keller, Director Federal Regulatory and Policy
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SCHEDULE E
Energy Pricing

Upon the start-up of the Midwest ISO energy markets, scheduled for April 1, 2005, the price of
Energy delivered to 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 Locational
Marginal Prices (“LMPs”) in the Midwest ISO energy markets, plus applicable taxes and Midwest
ISO charges. The Midwest ISO LMPs are calculated both day-ahead and real-time on an hourly
basis. The load-weighted average of the Energy price, for a Month, 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.

The total amount of 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. The amount of Energy shall be calculated for both (a) the day-ahead Midwest
ISO market, and (b) the reai-time Midwest ISO market, as follows:

(a) In the day-ahead market, the amount of Energy will be equal to the amount of Edison
Sault load cleared in the day-ahead market minus the amount of energy from the Edison
Sault Embedded Capacity Resources cleared in the day-ahead market. The amount of
day-ahead Energy will be multiplied by the day-ahead Midwest ISO LMP at the Edison
Sault load zone to calculate the day-ahead Energy cost for each hour.

(b) In the real-time market, the actual Edison Sault load minus the amount of actual Energy
from the Edison Sault Embedded Capacity Resources equals the real-time Energy
subtotal. This subtotal less the day-ahead Energy amount will determine the amount of
real-time Energy. The amount of reai-time Energy will be mutitiplied by the real-time
Midwest ISO LMP at the Edison Sault load zone to calculate the real-time Energy cost
for each hour.

The sum of the amounts in (a) and (b) represents the total Energy amount for the hour. The sum of
the costs in (a) and (b) above, plus all applicable Midwest ISO market charges, represents the total

Energy cost for the hour.

During periods when the Edison Sault Embedded Capacity Resources provide more energy in the
real-time than those resources cleared in the day-ahead market such excess Energy shall be sold
directly to Midwest ISO and shall be priced at the real-time LMP for the Embedded Capacity
Resource. This is included in the calculation in (b) above and is based on the settlement rules of the

Midwest ISO real-time energy market.

Issued by: James R. Keller, Director Federal Regulatory and Policy  Effective date: April I, 2005
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cleared in the day-ahead market such excess Energy shall be sold directly to Midwest ISO and shall
be priced at the real-time LLMP for the Embedded Capacity Resource. This is included in the
calculation in (b} above and is based on the settlement rules of the Midwest ISO real-time energy

market.
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SCHEDULE F

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 negotiations with any wholesale customer served
by Edison Sault. Each month during the term of the Agreement, Wisconsin Electric will calculate
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
Energy provided during such month.

For billing purposes only, Wisconsin Electric will calculate a Renewable Energy adder to be
applied to any Renewable Energy purchased by Edison Sault each month. For all Renewable
Energy MWH purchased by Edison Sault during such month, as described above, Wisconsin
Electric 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 fo determine the Renewable Energy

adder, as follows:

Renewable Energy adder =  Actual cost of Renewable Energy supplied to ESE
- Energy cost calculated in Schedule E
= Renewable Energy adder

Wisconsin Electric will maintain supporting documentation that the volume of requested
Renewable Energy has been obtained 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 required regulatory approvals are obtained, and the provisions of this Schedule F 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 a manner deemed unacceptable to either Party, this Schedule F may be terminated

by either Party.
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1 price and WepCo's cost. Those twe do not have to be the 1 also believe that, because their system is trapsmission
2 same, do they? 2 constrained, that that would lead to increased costs?
3 A Market price and WepCo's cost? 3 A There was concem that that could happen.
4 Q  Uh-huh (affirmative). 4 Q So the effect of MISO would be fo increase the power for
5 A No. They can be different, because MISQ is taking the 5 WepCo ~ increase the cost of power for WepCo?
6 cost -- 6 A  There was concern that that could happen, because —
7 Q MISO is a market cost? 7 Q Do you know who — go abead.
8 A MiSO is a market cost of — basically of all the providers 8§ A  Well, Wisconsin Blectric did file their concern, and they
9 and all the generators in the MISO market. 9 voiced their opinion before FERC.
10 Q And Edison Sault's cost is the cost of its cost to generate 10 O Do you know who at WepCo expected that the coming of the
11 that power in question; corect? Fm sorry. WepCo's cost 11 MISO market would lead to increased prices for WepCo and
12 is its cost to generate the power? 12 its customers?
13 A Well, WepCo has the cost of generating its own power, and | 13 A Twas aware of some of their legal submissions and
14 then it wilt have the cost or opportunity for ~ 14 pleadings before the FERC. Iwouldn't associate it with
15 Q Forasale? 15 any particular individuzl.
16 A - cost for any sale. 16 Q@  Okay.
17 Q@ Butcost-- 17 MR. WATERS: Do you want to iake a break or are
18 A  And the MISO established price may be differcnt than what | 18 you okay?
19 the company's internal cost is in the — 19 MS. SONERAL: It's up to you.
20 Q Okay. Well -- and it could be significantly different, 20 THE WITNESS: Yesh, I could use a break.
21 couldn't it? 21 (Off the record)
22 A It could. There could be times where WepCo would have all} 22 Q@ Mr. Baatz, somewhere in discovery or maybe in one of your
23 its generation available including some, you know, lower 23 exhibits 1 remember rinning across some pumbers relating to
24 cosis maybe -- Jower cost-based generation. And maybe 24 the cost of the power that Edison Sault purchased from
25 someone else — and maybe somewhere outside the WepCo arch25 WepCo, you know, during 2005. Is any of that information
3 L2
1 there's a shortage of power, and the MISO market may 1 attached to your -~ or contained in the exhibits to your ':
2 reflect a higher cost, 2 testimony?
3 @ Did Edison Sault, you know - strike that. When Edison 3 A Ibelieve the exhibits just have forecasts for the year
4 Sault amended the joint operating agreement to come up with| 4 2006 and 2007. It would have been in last year's PSCR
5 JOA Number 2, did it inquire into these things? 5 plan.
6 A We had a pumber of inquiries that -- and discussions of 6§ Q Andwill — presumably will be in the reconciliation plan
7 the coming of the MISQ markets and what they would mean. | 7 for 05 whea you file it?
8 So we discussed it al various times, occasions. 8 A Yes
9 0 Andwhatdid you think that would mean; the coming of the | 9 Q- Okay. As you sit here today, do you recall what the cost
10 MISO market? 10 of power was - strike that. As you sit here today, do you
11 A Well, a Iot of increased complications and billings. 11 recall generally how much Edison Sault paid WepCo for power .
12 @ Did you think it would also lead to increased costs? 12 during Jaoeary, Febrary, March and April of 057 T'm
13 A The — there was some expectation that the MISO -- the 13 sorry. January, February and March, not April.
14 coming of the MISO market may increase costs patticularly | 14 A Canl- :
15 in the Wisconsin Electric area, because it is more 15 @  Can you estimate it reasonably?
16 transmission constrained. 16 A 1know we provided that to you in the discovery request.
17 Q Okay. 17 You know, first, there's two separate contracts. The
18 A And one of the components of MISO markets is copgestion. 18 contract for the 20 megawatts has a level monthly demand
19 Q Wasthat-- 19 charge and a level monthly energy charge, so those costs
20 A Sothat was a concern of Wisconsin Electric and us, and 20 were the same.
21 many utilities in the - in Wisconsin and the Upper 21 @ Pm really referming to the JOA.
22 Michigan —~ Upper Peninsula of Michigan. Many of those 22 A Yeah. Basically thronghout the year. The JOA and - the
23 concems were filed at the Federal Energy Regulatory 23 JOA has got different components, It's got a demand
24 Commission. 24 charge, and the demand charge is seasonal in that the -
25  ‘Was that also WepCo's concern or expectation? Did WepCo 25 it's higher during the summer than the -- both the spring
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