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Now Comes the City of Mackinac Island and offers the attached testimony of Thomas
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BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the application of
Wiscensin Electric Power Company

d/bfa We Energies for approval of a Case No. U-14707

power supply cost recovery plan and
authorization of monthly power supply
cost factors for the calendar year 2006

CROSS-EXAMINATION

Volume 3

Proceedings held in the above-entitled matter

before Daniel E. Nickerscn, Jr., J.D.,
I

Administrative

Law Judge, at the Michigan Public Sservice Commission,

£%4% Mercantile Way, Room C, Lansing, Michigan, on

Wednesday, Bpril 26, 2006, at 9:24 a.m.
APPEARANCES:
THOMAS J. WATERS, J.D.

RORERT B. NELSON, J.D.
DAVID E. 5. MARVIN, J.D.

Fraser, Trebilcock, Davis & Dunlap, P.C.

124 W. Adllegan, Suite 10G0
Lansing, Michigan 48833
{517) 4B2-5800

On behalf of the Tilden Mining Company

RONALD W. BLOOMBERG, J.D.

HARVEY MESSING, J.D.

Miller, Canfield, Paddock & Stone, PLC
One Michigan Avenue, Sulte 900
Lansing, Michigan 48933

(517} 483~4872

On behali of Wisconsin Electric Power Company

EMMANUEL ODUNLAMI, J.LC.
Assistant Attorney General
6545 Mercantile Way, Suite 15
Lansing, Michigan 48811

On behalf of Michigan Public Service

Commission Staff

REPORTED BY: Erin Stilman (CSR-3588)
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MR, BLOOMBERG: Thank you, your Honor.
At this time the Company would iike to call Thomas

Lorden to the stand.

THOMAS LORDEHN
was called a3 a witness on behalf of Wisconsin Electric
Power Company and, having been duly sworn to testify
the truth, was examined and testified as follows:

DIRECT EXAMINATION

BY MR. BLODMBERG:

Good morning. Could you please state your name for the
record,

Thomas P. Lorden.

And by whom are you employed?

Wisconsin Eleciric Power Companyv.

Did you cause to be prepared in this matter a document
entitled, "The Direct Testimeny Of Thomas P. Lorden On
Behalf Of Wisconsin Electric Power Company,"” consisting
of a cover page and 47 numbered pages?

Yes, I did.

Did you also cause to be filed in this matter a
document entitled, "The Rebuttal Testimony Of

Thomas F. Lorden On Behalf Of Wisconsin Electric Power

METRO COURT REPORTERS, INC. (248) 426-59530



10

11

12

=

0

44

Company, " consisting of a cover page and two pages?
Yes, I did,
Do you have those deocuments in front of you?
Yes, I do.
Do you have any revisions or corrections to those
documents?
Yes, I have corrections to my direct testimony.
First correction is on page 36.
JUDGE NICKERSON: Excuse me, Off the
recerd.
{Discussion o£f the record.)}
JUDGE NICKERSON: Back on the record.
Thank vou, HMr. Bloomberg.
{Continuing}: Could you state the first correction for
me.
¥Yes, the first correction on page 36, line E; the first
number there 2003 should be 2004.
Ckay. And do you have ancther correction?
Yes, I have correction on page 45, line 28, and the
amount under column PSCR Cost should be 006317,
On line 27 or line 287
Line 2Z8.
And the description on that line is7
uel.
Thank you.

METRCO COURT REPCORTERS, INC. {248) 425-8530
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End the final correction is on page 46, line i,
Purchased Power, the amount there should be a
positive (00070,
Ckay. Were these last two corrections you just
described a result of a change in the input items
underlying these numbers or in the calculation of these
numbers?
No, just a correction of the calculation.
Do you have before you what's been marked by the zourt
reporter as proposed Exhibits A through A-15%

Excuse me, your Honor.
A-1 through 127
I'm sorry, A-1 through A-127
Yes, I do.
Were those prepared by you or under your direction?
Yes, they were.
bc you have any, do those, do you have any revisions to
those?
Yog, I do. The first revision is to Exhibit A-1,
TPL~1, page 1 of 4.
Iz that revised page included in the documents before
you?
Yes, it is.
Were there any other revisions to your pre-filed
exhibits?

METRO COURT REPORTERS, INC. (248} 426-9330



14

15

1&

17

12

19

23

24

25

46

Yes, there are corrections to A-2, Exhibit A-Z, TPL-Z,
page 1 and page 2.

And are those revisions incorporated in the pages
marked by the court reporter?

Yes.

If I were to ask you today the gquestions that were
incladed in your pre-filed direct and rebuttal
testimony would your answers today be the same as
included in there?

Yes, they would,

Are those true and correct, to the best of your
knowledge?

Yes, they are.

MR, BLOOMBERG: Your Honor, I move for
the binding in of the pre-filed Direct and Rebuttal
Testimony of Thomas P. Lorden and move for the
admission of proposed Exhibits A-1 through A-12, and
tender the witness for cross-ezamination.

JUDGE NICKERSON: Ckay. Well, any
obhiecticn to binding in the Direct Testimony?

MR, WATERS: No, your Honor.

MR, CDUNLAMI: ©No, your Honor.

JUDGE NICKERSON: It may be bound intc

the record.

METRO COURT REPORTERS, INC. {248} 426-9530
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WISCONSIN ELECTRIC POWER COMPANY
Before the Michigan Public Sexrvice Commission

Direct Testimony of Thomas P. Lorden

Please state your name and business addiess.

Thcﬁas P. Lorden, 231 West Michigan Streeﬁ, Milwaukee,
Wisconsin 53203.

What is your present emyloymént?

I am ewployed by Wiséonsin Electric Power Company, 4/b/a We
Energies ("Wisconsin Electric® or "Company") aé & Senior
Profect Specialist in the Regulatory Affairs and Policy
Department, In this position, I am respbhsible for fuel
filing and reporting to the various regulatory agencies.
Please deseribe yvour qualifications and background.

I earned a Bachelor of Arts Degree in Buaineés Administration

from the Marguette University with a specialization in finance

in 19B0.

I joined Wisconsin Electric. in 1968. From IBSé to 1975, T
worked in the Plant Accounting Division. From 1875 until
1980, I held varicus positions in the Lcaa Research area of
the Corporate Planning Department.

_From 1980 to 1998, I was in the Rates Section. While in
the Ratés Section, I was invelved in the devéiépment of

numerous cogi-of-service studies to support the Company’s rabte
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and regulatory needs. In my previcus position, as Team Leadex

for Possil Fuel, Nuclear and Purchase Power Accounting, I was

" responsible for fuel accounting and reporting. I have

previously testified before the Michigan Public Service
Commission {"MPSC" or "Commission") on cost-of-service in Cage
Nos.U—?Séz, U;10000 and U-10183. I have also provided
testimény'fo: the 2005 Power Supply cost Recovery {(®PSCR”)
plan in Case No. U-14264, 2004 PSCR reconciliation in Case No.
U-13907-R, 2004 PSCR plan in Case No. U-133%07, 2003 PSCR plan
in Case No.U-13556, 2003 PSCR reconciliation in Case No.U-
13556-R, 2002 PSCR plan in Casé No;Uw13107, 2002 PSCR'l
reccenciliation in Case No. U-13107-R, 2301 PSCR plan in Case
NO;UMZZGES, 2001 PSCR reconciliation .in Case No.U-12615-R, tﬁe
1985 PSCR plan in Case No.U-10707 and the 1994 PSCR

reconciliation Case No.U—lO%EB»R.-

-What is the purpose of your testimony in this proceeding?.

The purpose of my testimony is to develép the power supply
cost recovery factors for the period covered by the Company's
2006 power supply cost recovery plan. To do this, I developéd

the average power supply costs using the projected costs for

January through December, 2006. The factors were calculated

ﬁsing the base power supply costs from the genera;ion and
purchased power rveguirements and costs as ordered by the
COmmission.in its Opinion and Order issued in Case No. U-
12725, on September 16, 2002. In addition, my testimony
describes the procurement of fossil fuel,~nuc1ear fuel and
related fuel cycle sexrvices and the components involved in the

calculation of nuclear fuel expense.
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MPSC ' -41- ' Thomas P. Lorden
permanént.national disposal facility at the Yucca Mountain site
and continues tb'heu_rwith the Nuclear Energy-ffistitute and the

Muclear Management Compaﬁf””em{;dsﬁ -‘”licensing and

~development of this sitei_“'"éﬁéomﬁéﬁ”nsgs also filed for

damages in the U,s8- Court of Claims for DOE’éT"éiigre to begin

, . e . "
e g T e s R iy W R T ¥ --a-oadaraganoe.-wiibh -t he

POWER THE FUTURE (PTF)

What is the Company’s PTF proposal?

On November 29, 2000,’Wisconsin Energy Corporation - {*WEC")

. filed an application with the PSCW regaxding its PTF proposal

to assure reliable, ecconomical and envixonmentallf”responsible
electric . power. Based on input from customer groups and
others, WEC withdrew its original PTF proposal on February 23,
2001, and replaced it with a modified proposal that employs
innovative "leased generation'ccﬁtracts” instead of traditionai
PPAs. This modified proposal wag filed because the crisis in
the California power markgt and other problems‘inyolving
electric power market deregulation had raised gravé concerns
about excessive reliance on PPAs, which are subject to federal
rather than PSCW regulation. Using the lease médel, instead of
PPAs, allows WEC to proceed with &hé construction of
approximately 2,900 megawatts of new genaratién projects, while
ensuring oversight by the PSCW to protect customers‘_interests.
The plants will include two 545«megawétt combined cycle natural
gas-fired units identified as the Port Washington Generation

Station {"PWGS") at the Port-Washington Power Plant site. And
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MPSC o -42- ' Thomas P. Lorden

three §00-megawatt coal-fired power units identified as the Elm
Road Generation Station {"ERGS"} are ylanﬂed for the Oak Creek
Power Plant site. '

Why is the Cowmpany proposing to 5uilé new power plants?

In order to assure adeguate generation is buil£ to meet the
projec&ed load growth on its system, the Company will need to
either build new power plants or coniinue to purchase
iﬁcreasing amounts Of power each year.' The-Company recognizes
that using a diverse fuel mix of nuclear, coal, gas, hydro and.
renevable sources, along wiﬁh purchased,powér will ensure
adeguate, reliable and affordable power. Diverse fuel sources
for power plants enhance long-term fuel price stabiiity and

provide customers with a stable, less costly slectricity

~ supply.

What is the status of the Company's PTF proposal?

The PWGS portion of the PTF initiative received approval from
the PSCW on December 20, 2002 in Dockel No. GBE-CE-117. PWGES
will be an intermediate load plant, providing electricity
during periods of heavy demand. ZXarlier this vear, Units 4, &
and & of the Port Washington Power Plant were demolished tq.
make room for the first new PWGS unit.- Groundgreaking for the
first unit took place in July 2003, and the unit achieved
commeféial operation on July 16, 2005. Demolition of units 1,
2, and 3 of the Port Washington power ﬁlant is underway to make
room for the second PWGES unii. Congtruction of thédsecond unit

is scheduled to commence in earnest in early 2006. This unit

will be ready for service by the summer of 2008.
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MPSC ;~_ -43 - o Thomas P. Lorden

The ERGS portion of the PTF initiative received approval from

rhe PSCW for twe supercritical pulverized coal (“3CPC¥)

‘generating units on November 10, 2003 in Docket No. 05-CE-130

and received an Air Pollution Control Construction Permit from
the Wiscongin Department of Natural Resources on January 14,

2004. Approval for the Integrated Gasification Combined Cycle

H{IGCe) geﬁerating unit was not received. The CPCN for the SCPC

units was vacated by a Circuit Court on ﬁovémber 29, 2004. On
Juns 28, 2005 the Supreme Court of Wisconsin.reinstated the
CPCN. All madjor permits ana approvals neéded to commence
construction were cbtained b? June 28, 2005. A Mobilization
Notice was issued to Bechtel Power Corporation on June 28, 2005
and site activities commenced on the same day. Full Notice to
Proceed was issued to Bechtel on July 29, 2005. Thé firat SCBC
unit is expected to be in service in 2009 and the second unit
in service in 2010. Therefore the SCPC units will contribute
fuel costs towards system enexrgy costs starting inm 2009.

Are the projected fuel costs of the new units associated with
PTF included in the PSCR forecast?

Yes. fThe proiected system fuel costs for 2006 - 201b
incorporate.the cost of natural gas and coal asscciated with
the new PTF units in the same mannex as the coét of fuel at‘
existing Company power plants. With the advent of the PTF
units, power supply costs starting in 2006 will increase at
lower rates than I1f the Company met its increaéing load serving
ohligations through additicmal puzchése of po@er frdm IPP
facilities, as the PTF units provide more cost effective supply

of powar to serve load. Lower projected fuel costs are driven
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MPSC 44 . Thomas P. Lorden

by the PTF design basis fox adding fuel di\fersé, efficient and
low overall cost of new sources of genefaticn. To illustrate
this impact, as shown on Exhibit A-6 (TPL-6}, total system
energy costs actually decrease by'abou:7$2.77/MWh in 2008
{dectease from 2007) reflecting operation of the second unit at
PWGES for half a year.

Q. .Is there any additicnal information available regarding PBTF?

Yes. Additional information is available on the Web site at

www.wepowerthefuture . com.

cegs and reliabildity?

he transfer of the Company’s transmission facilifies to

Q.
proceedings by ATC and MISO?_fa
A. . ixe in rev}éwing transmission rate
Q.
A
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I, Erin Btiiman (C3SR-3588), do hereby

certify that I reported in stenotype the proceedings had in
the above-entitled matter, being Case No. U-147C7, befcre
Daniel E. Nickersen, Jr., J.D0., Administrative Law Judge, at
the Michigan Public Service Commission, 6342 Mercantile Way,
Lansing, Michigan, on Wednesday, April 26, 2008; and do
further certify that the foregoing transcript, censisting of
145 pages, {Pages 34-178), is a true and correct transcript

of my stenctype nchteés. i
52 DN: CN = Erin Stilman, C =

Erin
Stilman

ERIN STILMAN, CS&-3588, RPR-010261
33231 Grand River Avenue
“armington, Michigan 48336

Court Reporters, inc.
-Dalei2006.05.11 16:10:06 -
- o400

Dated: May 8, 2006

METRO CCURT REPORTERS, INC. (248) 426-5530

* Digitally signed by Erin Stiiman
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The undersigned certifies that a copy of City of Mackinac Island’s Pre-Filed Direct
Testimony was served on the attorneys for the parties hereto, referenced on the attached
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