
 

C A L I F O R N I A  |  I L L IN O I S  |  M I C H I G A N  |  W A S H I NG TON  D . C .  

 

Dykema Gossett PLLC 
Capitol View 
201 Townsend Street, Suite 900 
Lansing, MI 48933 
WWW.DYKEMA.COM 
Tel: (517) 374-9100 
Fax: (517) 374-9191 
Albert Ernst 
Direct Dial: (517) 374-9155 

 

Email: AERNST@DYKEMA.COM 
June 1, 2006  

 
Mary Jo Kunkle 
Executive Secretary 
Michigan Public Service Commission 
PO Box 30221 
Lansing, MI  48909-7721 
 
 
Re: Case No. U-14709 

Alger Delta Cooperative Electric Association 
Supplemental Direct Testimony and Exhibits of John A. Abramson 

Dear Ms. Kunkle: 

Enclosed for paperless filing is Supplemental Direct Testimony and Exhibits of John A. 
Abramson on behalf of Alger Delta Cooperative Electric Association and Proof of Service in the 
above-referenced matter.   

If there are any questions or comments, do not hesitate to contact me.   

Sincerely, 

DYKEMA GOSSETT PLLC  

 

Albert Ernst 
 
AE:jmb 

cc: Tom Harrell 
John Abramson 
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STATE OF MICHIGAN 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 

* * * * * 

In the matter of the application of     ) 
ALGER DELTA COOPERATIVE ELECTRIC ) 
ASSOCIATION for authority to implement )          Case No. U-14709 
its power supply cost recovery plan for the  ) 
12-month period ending December 31, 2006.  ) 
                                                                                    ) 
 
 
 
 
 
 
 
 
 
 

SUPPLEMENTAL DIRECT TESTIMONY AND EXHIBITS OF 

JOHN A. ABRAMSON 

ON BEHALF OF 

ALGER DELTA COOPERATIVE ELECTRIC ASSOCIATION 

 
 
 
 
 
 
 
 
 
 
 
 

 
May 31, 2006
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STATE OF MICHIGAN 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 

* * * * * 

In the matter of the application of     ) 
ALGER DELTA COOPERATIVE ELECTRIC ) 
ASSOCIATION for authority to implement )          Case No. U-14709 
its power supply cost recovery plan for the  ) 
12-month period ending December 31, 2006.  ) 
                                                                                    ) 
 
 

SUPPLEMENTAL DIRECT TESTIMONY OF JOHN A. ABRAMSON 

Q22  PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 1 

A22 My name is John A. Abramson.  My business address is 426 N. Ninth Street, Gladstone, 2 

Michigan 49837. 3 

Q23 ARE YOU THE SAME JOHN A. ABRAMSON WHO PREFILED DIRECT 4 

TESTIMONY IN THIS DOCKET ON SEPTEMBER 30, 2005? 5 

A23 Yes, I am. 6 

Q24 WHAT IS THE PURPOSE OF YOUR SUPPLEMENTAL TESTIMONY IN THIS 7 

DOCKET? 8 

A24 On September 30, 2005, Alger Delta timely filed its Power Supply Cost Recovery (PSCR) 9 

plan for the 12-month period ending December 31, 2006.  In its PSCR plans filing, Alger 10 
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Delta derived a ceiling PSCR factor of 34.22 mills per kWh, or $0.03422 per kWh, based 1 

on a 41.61 mills per kWh, or $0.04161 per kWh allowance for cost of power supply 2 

included in base rates.  Subsequent to the filing of Alger Delta’s PSCR plan, three events 3 

have impacted Alger Delta’s 2006 PSCR Plan filing: (i) a revised wholesale power supply 4 

agreement with Upper Peninsula Power Company, effective January 1, 2006, (ii) a revised 5 

wholesale power agreement with Wisconsin Electric Power Company, effective May 15, 6 

2006 and (iii) an increase in Alger Delta’s allowance for cost of power supply included in 7 

base rates to 54.98 mills per kWh or $0.05498 per kWh.1  The purpose of this supplemental 8 

filing is to bring these matters to the attention of the Commission. 9 

Q25 PLEASE DESCRIBE THE EXHIBITS SUPPORTING YOUR SUPPLEMENTAL 10 

TESTIMONY. 11 

A25 Revised Exhibit A-3 is an exhibit prepared by me which summarizes the wholesale power 12 

supply changes which have taken effect this year.  Copies of the new wholesale agreements 13 

have been separately provided to the Staff.  These contracts include capacity charges 14 

associated with power purchased for periods in excess of 6 months – for which prior 15 

approval is sought pursuant to MCL 460.6j(13)(b).  16 

                                                 
1  At the time of its initial filing in this docket, Alger Delta had 41.61 mills per kWh 

established as its allowance for cost of power supply in base rates.  In its initialing filing, it 
therefore requested a ceiling monthly PSCR factor of 34.22 mills per kWh for the 12-month period 
ending December 31, 2006.  However, on October 18, 2005, in Case No. U-14501, the Commission 
revised Alger Delta’s base rates and increased its allowance for cost of power supply included in 
base rates from 41.61 mills per kWh to 54.98 mills per kWh.  This increase in the allowance for 
cost of power supply included in base rates results in a reduced ceiling monthly PSCR from the 
originally requested 34.22 mills per kWh to 20.85 mills per kWh. 
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Q26 YOUR PREVIOUS ANSWER REFERENCED NEW WHOLESALE POWER 1 

AGREEMENTS.  COULD YOU PLEASE EXPAND ON HOW THESE NEW 2 

AGREEMENTS OR OTHER FACTORS AFFECTED YOUR PROJECTIONS? 3 

A26 UPPCO Changes -- When the September 30, 2005 PSCR filing was submitted, contract 4 

discussions with UPPCO had not been finalized.  On November 1, 2005, a new UPPCO 5 

agreement was finalized.  The estimated impact of that agreement is included in the revised 6 

Exhibit A-3. 7 

 Wisconsin Electric Changes -- Also subsequent to the September 30, 2005 filing, as a result 8 

of further discussions, Wisconsin Electric advised that it would be offering an alternative 9 

wholesale power contract that would likely reduce the cost of power.  Initially, Wisconsin 10 

Electric advised that it would extend the then-existing agreement and rates until February 11 

15, 2006, and later, when an agreement had not yet been reached, Wisconsin Electric 12 

extended the then-existing agreement and rates until May 15, 2006.  The new contract, 13 

which is effective May 15, 2006, results in power costs that are lower than those anticipated 14 

by the September 30, 2005 filing.  The impact of the extension of the past agreement and 15 

the new agreement effective May 15, 2006 is reflected in the revised Exhibit A-3. 16 

 2005 PSCR Undercollections -- Alger Delta has determined that it experienced a $47,780 17 

2005 PSCR underrecovery.  This amount has been added to the 2006 PSCR costs in the 18 

revised Exhibit A-3. 19 
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 UPPCO Billing Adjustment -- In 2006, UPPCO advised Alger Delta that the contract in 1 

effect through 2005 had resulted in an out-of-period billing adjustment of $156,000.  This 2 

amount has been added to the 2006 PSCR costs in the revised Exhibit A-3.  This is 3 

consistent with similar adjustments made in prior years. 4 

 The net result of the above is a reduction in 2006 projected purchased power costs.  Alger 5 

Delta is current charging a PSCR factor of 14.59 mills per kWh ($0.01459/kWh) over the 6 

current basing point of 54.98 mills per kWh.  The adjustments above now indicate that the 7 

estimated costs would result in a factor just slightly lower, or 14.06 mills/kWh 8 

($0.01406/kWh).  9 

Q27 WHAT IS YOUR RECOMMENDATION WITH RESPECT TO THE 10 

APPROPRIATE PSCR FACTOR WHICH SHOULD BE APPROVED? 11 

A27 I recommend that the originally requested PSCR factor, adjusted for the change in the 12 

basing point, be approved by the Commission, i.e., 20.85 mills per kWh ($0.02085/kWh).  13 

In doing so, I recognize that it now appears that the costs will be below that level for the 14 

year.  While the new contracts have been finalized, there are still uncertainties as to what 15 

costs of power might be for the year.  In particular the costs of power from UPPCO 16 

included in these calculations are estimates based not only on UPPCO costs for the year, 17 

but also on an estimate of Alger Delta’s kW demands that are coincident with UPPCO 18 

demands.  This is a very delicate type of association and one that can change costs 19 

dramatically simply because either UPPCO’s peak demand times or Alger Delta’s peak 20 
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demand times in the various months changes.  The demand charges in the contract are in 1 

excess of $20 per kW, so even a minor shift in demand coincidence can significantly alter 2 

the costs.  A similar problem relates to the purchases from WPS Resources.   3 

 It would therefore be my recommendation to keep the authorized factor based on the 4 

originally requested factor.  Alger Delta is currently billing customers a PSCR factor of 5 

14.59 mills per kWh.  It has no intention of billing a higher factor this year.  The originally 6 

requested factor, adjusted for the change in the basing point, would permit a PSCR factor of 7 

20.85 mills per kWh.  This factor would permit Alger Delta to increase charges if it appears 8 

later in the year that the estimated costs will be exceeded by actual costs due to unforeseen 9 

circumstances.  Of course, if it becomes necessary to bill a higher factor, Alger Delta would 10 

notify the Commission and the Staff. 11 

Q28 DOES THIS CONCLUDE YOUR SUPPLEMENTAL DIRECT TESTIMONY? 12 

A28 Yes, it does. 13 
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STATE OF MICHIGAN 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 

* * * * * 

In the matter of the application of     ) 
ALGER DELTA COOPERATIVE ELECTRIC ) 
ASSOCIATION for authority to implement )          Case No. U-14709 
its power supply cost recovery plan for the  ) 
12-month period ending December 31, 2006.  ) 
                                                                                    ) 
 
 

PROOF OF SERVICE 

STATE OF MICHIGAN ) 
 ) SS. 
COUNTY OF INGHAM ) 

 

Jeanne M. Beachnau, an employee of Dykema Gossett PLLC, being first duly sworn, 

deposes and says that on the 1st day of June, 2006, she served a copy of Supplemental Direct 

Testimony and Exhibits of John A. Abramson on behalf of Alger Delta Cooperative Electric 

Association upon parties listed in the attached Service List at their respective addresses, by 

enclosing copies of the same in an envelope properly addressed, and by depositing said envelope 

in the United States Mail with postage thereon having been fully prepaid. 

 

Jeanne M. Beachnau 
 
Subscribed and sworn before 
me this 1st day of June, 2006. 

 

Carolyn Ann Priest, Notary Public, Ingham Co., MI 
Acting in Ingham County, Michigan 
My Commission Expires: 07/01/2012 
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SERVICE LIST 

Michael J. Orris 
Assistant Attorney General 
Department Of Attorney General 
6465 Mercantile Way Ste. 15 
Lansing, MI  48911 
 
Hon. Sharon Feldman 
Administrative Law Judge 
Michigan Public Service Commission 
PO Box 30221 
Lansing, MI  48909-7721 
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