MARQUETTE

Energies and feor

for the regon.

By JOHN PEPIN
Journal Staff Writer

— Several atea busi-

nesses are tracing fot proposed increased
electricity costs, which could spiral sky-
ward pending decisions by the Federal
Energy Regulatory Commission.

Those concerns are prunanly focused,
for the shott-term, on petential increasing
Systern Suppott Resource subsidy costs
and their allocation for continued opera-
tion of the Presque Isle Power Plant.

There ate also worries over potential
lost tax revenie, given a tecent tax valun-
tion challenge by power plant owner We

the leng-term futuce,

there remain additional challenges in the
effort to develop low-cost, reliable powet

Amy Clickner, chief executive officer
of the Lake Superior Community Partner-
ship, &aid the energy 15sue 15 “confusing,
ever-changing and probably the biggest
economic development challenge to hit

Businesses react to
potential cost hikes

Energy hikes would negatively affect numerous area commercial, other entities

By JOHN PEPIN
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Energy coalition gives
ratepayers voice

Journal Staff Writer

MARQUETTE — Inan effort to
provide a greater, more umified
voice for electricity ratepayets in the
Upper Peninsula, the ad hee Upper
Peminsula Energy Users Ccalition
held an organizational meeting in
Marquette eatlier this month.

The Oct. 1 sezsion was attended
by those tepresenting larger indus-
trial companies, universities, eco-

the U.P. in decades.”

“From an economic development stand-

point, the increases expected will ke

Above left, a grinding mill at the Tilden Mine is shown. There are a dozen mills at the mine, each drawing roughly 5,700 horsepower,
electrically operated. The mills are part of the huge draw of electrical power needed to process raw ore into iron ore pellets, Similar
mills are also used at the Empire Mine. (Photo courtesy of Cliffs Natural Resources) Above right, staff is shown performing open heart
surgery at Marquette General Hospital. Hospital officials said funding for staff and development at the hospital could be negatively af-
fected in light of potential electricity cost increases. (Photo courtesy of Marquette General Hospital)

added to the alteady high energy costs we
face inthe U.P. today. This1sa sigmficant
cost of doing business especially fer those
n manufactuning, data centers ot any
business o1 institution that uses power,”
Chclmer said. “It puts the region at a sig-
mficant disadvantage when vying for lo-
cation ot expansion proects, Once imple-
mented, we will also feel the effects of
how difficult 1t may be to retain compa-
nies.”

Clickner said the good news 1s that from
Gov. Rick Snydet's office en dewn, pec-
ple ate engaged in the effort to find a reh-
able, affordable energy solution for the re-
gion.

At Marquette Genernl Hospital, the cost
ncreases would be expected to have a
ne gative impact.

“We’'ve seen a steady increase in owr
electrical costs,” MGH Chief Executive
Officer Ed Banos said. “They’ve gone wp
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about & o 7 percent a year.
For Marquatte General, just
under $2 million in electrical
costs in 2012 now is going
to be $2.2 million in 2014.7

Banos sud increases n
electne costs could poten-
tially slow some of the
growith the hospatal 15 look-
ing tedo when investing into
faciliies and doctogs.

“Fer us, asa lnrge emplovet,
the ruce thing about Murquette
General 15 we ve ssan volume
growth in the [ast year,™ Banos
said, “Just this month, we've
hited 39 new employees n
oL cnentabion.”

But Banos said increasad
elactiic costs could affect
pew hires 1o the futue be-
cause the costs can’t be
passed cn (o panents.

“Medicate pays us a fixed
amount of dollars” Banos
said. “Just because the elec-
tric bl goes up, Medicare
doesii't give Us Mote money
and we're seeing Cuts In 12-
imbuzsernent, tather than in-
crenses i reimbrsements.
So1f oux electnic bill goes up
$200,000 n 2 year, we're
going to have to make up
that $200,000 someplace
else. We ttuly can’t pass (hat
on to the consumer.™

The umpact could also be
felt in MGH development

“We'te committed to
unlding the new hospital
and spendng the capital del-
lare, but we might cut backe
the capita] a little bit,” Banos
sad, “When you're spend-
ing $10 million a year in
capital like we ate doing
tight about now, and we’'(e
cemtamnly going to spend
mote oft a new hospital,
maybe we'll only spend
$9.5 millien if the energy
costs go up. And instead of
hiing 39 emplovees, we
might enly hite 37 or 38
employees.”

Banos said the hespital
gets its power through the
Marguette Board of Light
and Powet, which will pre-
vent incieases from being
neatly as drastic as soms

others. But he estunates the
hospita! increass could stll
total $2 50,000 cx mege.

From Cliffs Natuwal Re-
sotrces to the Lundin Min-
g Cotp, cost incieases
would also be expected to
impact mining i the Uppet
Perunsula,

“The matter of affoedable
and 1eliable ensrgy affects
every business and houss-
hold in our cammunity,”
s1id Mike Welch, general
manager of Lundin’s Eagle
Mine. *As 2 mager employer
and economic deiver in the
egion, we are closely mon-
tocing the situation. We will
work together with all the n-
terested pathies to protect ow
business intecests and help
ensuze longet term stability
of energy costs for the UR

The largest impact is ex-
pected to be absorbed by
Clhiffs Natmal Resources,
with its Empire and Tilden
mines tepiesenting  the
Inz gest electiie lead in the
U.F. If the proposed subsidy
costs increase from $52 ml-
lion to $97 million — wath
Q9 percent of those costs
segregated to U.P. matepay-
ets — Chifs would be ex-
pected to pay about $47 mil-
leeny, acecrding to the Michi-
gan Puklic Service Comnus-
1001,

*“As the Empire and Tilden
mines seek to agmessively
teduce costs in tespense 1o
industry  condihons, the
mines are challenged by the
prospect of huge power cost
mnicreases associated with the
plan 1o disproportionately al-
locate neacly all of the costs
for the continued operation
of the Presgue [sle Powet
Plant o U.P. ratepayers,”
said Dale Hemmila, Chifs
MNatural Resowees ditecter
of public affaits for Notth
Amenca. *

Hemmila said that as a re-
sult of fow rate cazes wutiat-
ed by We Energies over five
years, the mines and othet
ULP. tatepavers have been
made to pay tens of millions
of dollars for the expansion
of generation and tLansmis-
sion capacity in Wisconsin

that did not provide any 1eh-
abulity benefits to the U.P.

“Now that costs must be
ncured to account for the
ik of long-tecm investment
it its Michigan service temn-
tory, We Enecgies is al-
tempting to impose nearly
100 percent of 85K costs on
Michigan's U.P. tatepayers,”
Hernmila sad. “The failize
to plan for the long-term fu-
nre of electric penegating ca-
pacity in the U.P. iz not the
fault of Cliffs, other U.P.
ratepavers ot Michigan's

lectiic Choice palicy.”

Hemmila said We Ener-
gies fust announced it was
considering retining  the
Presgque Isle plant in 2011,
prior to Cliffs® decision to
change suppliets, which ce-
curred in 201 3.

Now, thiee years We Ensi-
giee announcement, there
exists no reagonable jusnfi-
cation for charging TP
ratepayers disproporhionate-
ly fou the continued opera-
tion of the plant, Hemmila
s1d.

“The additional cate shock
associated with the Presgue
Isle Power Plant 32R cost in-
ciease pus the Michigan
mines i less competitive po-
siion,” Hemmila said. “it neg-
atively affects cur ability to in-
vest in the mines and can have
an adverse impact on the long-
ez viabuhity of these opega-
tions. These ate costs that ae
directly absocbed by the mines
and cannet be passed on fo o
cLstomers.”

Hemumila said the increas-
es could impact every cost
actoss the board for busi-
neszes in the U.P. and indi-
vidual residents.

Cost unpacts would also
be felt by local governmen-
a1l operations,

“Marquette County is very
concerned about the energy
challenges facing it with the
potential closue of the We
Energies plant on Presgue
Isle and most recently, the
Nerth Ametican Electtic Re-
linkthty Council ruling,
which wall shaft the ma jonty
of the S5R payment to Up-
pet Peninsula customers,”

Marguette County adminis-
trator Scott Erbisch sad.
“Marquette County furthe
tecognizes that this 1550 15
not himited to the borders of
Marguette County, but
stietches thioughout the Up-
pet Peninsula. The county
faels that keeping (electtici-
t¥) generation i the Upper
Perinsula, with stable pric-
ing, 18 cotical Tor the viabili-
ty of the tegon.”™

Erbizch said the propesed
2015 budget for the county
increased the utility expense
line itern fox all eperations.

*(The county) 18 unsuce if
this will be adeguate ot not
to meet the potentia] increas-
es in eleckical costs,” Er-
bisch saud. *The county wall
continue to monitcr these
expenses. Should there be a
substantial shoutfall, then the
county will need to review
optiong on how to address
the increased expense. It is
too eatly to state the level of
impact to county operations
at this tame.”

The city of Marguette
could face tax impacts relat-
ed to the Fresgue [sle Flant,
as well.

We Energies recently an-
nounced 1t was seeking a
£148 mullion reduchion in
the true cash value of the
plant. An attorney for the
city said the true cash value
on the tax coll 15 $210 mil-
lost, with the company
wanting it reduced to $61
million. The issue will be de-
cided by the Michigan Tax
Tribumal.

Universitizs would also be
expected to be impacted by
paterntial increased costs.

At Michigan Tech Univer-
sity, dicector of energy man-
agement and sustuinability
David Tavalkesk sad the
angml cost to the xuversity
fer subsidizing the Presgue
[sle, White Pine and Escana-
ko power plants was caleu-
lated at $50,000.

That figure was based on
the tofal annual subsidy paid
to We Energies for Presque
Isle of 352 mullicn, with
U.P. rtepayers paying 8
percent of the cost. When the

Wisconsin Fublic Service
Commissicn suggested the
parcentage paid by the U.P.
should be 52 percent, the an-
nual impact at Michigan
Tech was propected at
$390,000.

Under the worst case sca-
nacie, with the cost going up
to 327 mullion, with the TP,
paving 99 percent of the
cost, Michigan Tech’s im-
pact 15 estimated to be
roughly $1.2 million.

“Such a stesp increase in
the cost of electricity would
have a sigmificant umpact on
Mizhigan Tech. It will make
it mote costly for students
and thair parents because
those additiomal costs will
have to be factored into the
uuversity budget,” s11d Dale
Tahtinen, MTL vice pres:-
dent for governmental cela-
tione. “This 1z egpecially un-
fortumate since state funding
cuts in tecent years have al-
ready forced us to eluctantly
taise fetion.”

At Nothern Michigan
Uruiversity, officials have not
determined the potential im-
pact, awaiting the cutcome
of the FERC decisions.

“The cost impact of the
subsidy payvments for the
Prezque Isle Power Plant on
tha electiicity tates for the
university are not Jmow at
this time,” said Kathy
Richards, NMU associate
vice president in engineening
and planmng/facilities. “The
L versity 1S communicating
with the Marquette Board of
Light and Powert, its service
provider, r2garding this i1s-
sue.”

BLP officinls sa1d the uhili-
ty’s production of electticity
through its own facilities 1s
helping shelter customers

tom the impact of subsidy
costs.

Joiwn Pepin can be reached
at 906-228-2500, ext. 206.
His  email nddress s
e pivy @ e ire gloernnl ner.
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nomic development infec-
ests, businesses and con-
cerned individuals to crgan-
1ze electricity tatepayers in
the region, who expect to be
facing increased electricity
costs.

Those ncreases could ma-
terialize from decisions
pending before the Federal
Energy Regulatory Com-
mission concerning alloca-
tions of costs to subsidize
opecations of the Presgue
Isle FPower Flant in Mac-

quette and smaller facilities
in Escanabka and White
Pine.

Under the worst case sce-
natie proposad, annual sub-
sidy costs for the Presque
Isle plant would ncrease
this month fiom $52 mil-
lien to 397 million, with 90
percent of those costs boine
by U.P. tatepavers begin-
ning Dec. 1. The Michigan
Public Service Commission
estunates costs could in-
crease 1p to $180 each year
for an average residential
utility custemer.

“We had a good discus-

sion and hopefully we're
going to get off the ground
because this really does af-
fect ratepayers in the U.P.,"
said Don Ryan, who facili-
tated the meseting but was
not representing a specific
group and holds no formal
position with the coalition.
“There’s also a long-term
issue of where are we going
with future power develop-
ment in texms of genecation,
transmission, whatever it
might ba™

The coalition plans to te-
l=ase mote details about the
group’s plans and activities

in the near future, People
from multiple TLP, counties
are expected to be repre-
sented in the coalition.

“The problem, if you look
at it, you've got the users,
you've got the providers,
you've got the regulators
and to some extent you've
got the economic develop-
ment pieces, when they all
get in the toom at the same
tune, youdon't make much
sense because everybody 1s
coming from their own po-
sition,” Ryan said, “But the
users are the least ergan-
1zed, the least unufied, they

have no positions, they'te
all  individuals and  se
they're not very effective.
And so if we could get a
group together that repre-
sents not just the compa-
nies, but all the ratepayets,
at least they could be
heard.”

Ed Banos, chief executive
officer, at Marquette Genet-
al Hospital said he attended
the meeting and found the
enecgy 1ssue to be “eye-
opening.”

Amy Clickner, chief exec-
utive officer of the Lake Su-
perict Community Partner-

ship, s11d she feels positive
about the effectivensss of
the new group.

“We know that both the
short-t2rm and long-term
soluticns will come wia a
collaborative  effort of
stakeholders yoiming togeth-
er,” Cliclkner smd. “That 18
why the formation of the
1I.F. Energy User’s Coali-
tion 15 timely and 2 neces-
sary part of the equation.”

John Pe pin can be reached
at 906-228-2500, ext. 206,
His  email address s
Jpepin@ininin giowrnal.net.



