Getting the bill

U.P. electric consumers
could face skyrocketing
electric bills soon

Editer's nete: 'Fﬂduy is the firsi
day ol o fi series of arficles an
eritical eleciricity cosl issues facing the
Upper Peninsula.

By JOHN PEPIN
Journal Staff Writer

MARQUETTE -~ Inan ongo-
ing attle over costs of continuing
to operate the Presque Isle Power
Plant and whea should pay for
those costs, most Uppet Peninsi-
b electnc consumers are slated to
face skyrocleting electric tullsin
the near fitige.

Howeves, there are those iving
to stop that from happening.

At the heatt of the controversy
favs Milwaukee-tosed We Ener-
gies — which owns the agmng
coal-fited power plant it wants to
close — and the Wisconsin Pub-
hec Service Commission, pitted
apgainst the Michigan Public Sapv-
we Commussion and Uppet
Pemnsula matepayers.

The eventual sulcame will be
detetrmined by fhe Federal Ener gy
Regulatory Commizsian, an inde-

that were pished by We Epezgies
and made by several guasi-gov-
ernmental eptities that have the
powet tado that.™

Those entities mciude the Mid-
continent  Independent System
Operater — which oversees tha
electrical grid in the Uppet Mid-
west and patt of Canada — the
Narth American Electiic Kelia-
bility Council that cectifies vati-
ous entities meet teliability stan-
dards and Reliabihty First, whose
ELIMaty (mission is foensige 1eli-
able operaticn of the bulk powet
system within the geographic
ored st Covers

Cliffs’ Empire and Tilden
rrines stand to be substantilly af-
fected by the inerensed costs ke
cause fhose mining operations
tepresent the largest electiic lead
in the TP,

“Obwiously, Cliffs hasa bagn-
terest in that beciuse we'te gong
to take n large pottion of that, bt
notetheless, the ratepayers from
the east end to the west end of the
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pendent government agency
which tegulates interstate trans-
mission of electnicity.

For now, thete ars numerous
clmims, counterclauns and
peotests wathng for FERC rtul-
ings, which leave several key is-
stes hanging in the balance that
will ultimately affect U.P. ceon-
sumnet electrcity bills:

“Eneigy rates ace going to go
i ond they're going to go op
substantialiy and they e goingto
go up ot probably — the way it
stands tight now — only Michi-
gan tatepayers,” 21id Dale Hem-
mila, Cliffs MNatural Resowces’
directer of public affairs for
Notth Amecica. “And it'sall the
tesult of a0 number of decisions

Uppet Peninsuiln are alzo going to
be impaeted,” Hernmila said.
Cliffs told We Energies as of
Sept. 1,2013 the mining compa-
ny was switching ifs electuic
provider service to Integrys Ener-
gy Services Inc: to save roughly
25 mullion annuatly, Cliffs spant
about 3120 mullion with We En-
ergiesin 2012,
ichigan Puklic Service Com-
mission officials said that when
hifs ewitched, the mining com-
En}r waz 75 percent of the We
wrgies” Wichigan load. By the
end crf July 201: more than 85
percent of the uhility’s retail cus-
tomer lodd in‘the [P had ap-
plied to switch toaiternative en-

er gy suppliers
In espense to those decisions,
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We Enetgiex

filed o tequest with

MISO to suspesnd opera-

bions of the remamning five oper-

ating mics at the Presgque [sle

plant fiom Fetsuary 2014 until
Jme 1,2015

In October 2013, MIRO cop-
clided the plant should emain
opetating, at least through 2014,
to maintiin a feliatle elecitic sys-
tern for custamers i the ULP, We
Energies would receive System
Support Resource subsidy pay-
ments from MISQ — derived
from electric mtepayers - to
keep Presgue [sle operting.

I Apeil, the FERC approved an
agreement betwesn MISO and
We Energies to provide annual
subsidy payments to the utility of
$52 million, The agresment ex-
pires Jan. 31,2015

A provision i the MISO tanffl
states costs of operating an S8R
it located within the transmis-
sion footprint of the American
Tranzmizsion Ce. — which -
cludes the entire Upper Fernunsuls
and meore than half of eastern
Wisconsin — will benllozated to
all lond sarving entifies ona pto-
tata basis,

That provision dees not apply
alsewhare within MIZ20 s nxis-
diction outside the ATC bound-
aties. The Wistonsin Public
Service Comrnigsion said the re-
sult 15 92 percent of the propcted
SER agresment”s $52 million an-
nupl fized cosis to  cpetdte
Presque Isle being paid by Wis-
consin lead serving entity cus-
tomets with B petcent paid by
Michigan (1I.P.) tatepayers

The Wisconsin commission
filed 2 compiaint with FERC sy-
ng the subsidy cost allocation
was “unjust and unreasonable ”
becnise o MISO analysis showed
the 1I.P, is the dominant electiic
load relinbility beneficiary of the
agreement, with enly 42 percent
of the benefitting load located n
Wizconan.

“This ‘prorata” ol locaton is un-
st and waeasonable because it
allecates the bulk of the costs of
the S5R agreenent to tatepayeis
who do not teceive o elinbility
benefit,” the comimission said in
FERC pleadings. “If is also indu-
ly disctiminatory because 1t ap-
plies enly to lead ssrving entities
i Amenican Transonssion Com-
pany’s footpint.”

Michigan officials argued that
division of costs was consistent
with allecations over coughly the
past decade which resulted m
Michigan paving a share of costs
for development of Wisconsin
electric genetation and transmis-
sion projests. Acearding to Cliffs,
Michigan matepayers paid $27
million last year for Wisconsin
We Energies” projects.

We Energies servicesabout 1.1
mullign elecme customeis in Wis-
consin and 28,000 in Michigan

The Wisconsin comimission
said in the rest of MISO s Juris-
diction, subsidy coste ate alloest-
ed based on which entities tequite
aperation of the unit for electriz
grid cellability plrposes. The
commission argted a = just, tea-
sonable and nen-discnimimatory™
allocntion of the costs associated
with Piesgue Isle subsidy pay-
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ments would apply the altermate
mathad used elsewhete in MISO,
tesulting 1ii 5B percent of costs
borme by Mhichigan ratepayers
and 42 percent by those in Ws-
COnsi,

In April, 'We Energies told
MISD it intsnded to tetire the
Presque Isle operating wiits on
Oct. 15,

MISO began working to ne goti-
ate a replacement SSR subsidy
agreernent, which wold confinue
to 1eguire the plant remain ope1-
ating,

In July, FERC issued an order
agresing with the Wisconsin
commission  costs  allocation
sheuld change. But instead of or-
dering the suggested 58 percent
for Michigan and 42 petcent
Wisconsin cost’ allocation, the
agency-ordered MISO ‘to com-
plete a load shate analysisto de-
termne who benefitted from the
plant’s operation.

MISO was to allocate -SSR
costs on a lecal balancing auther
ity bagis, which Iz like o gub-dis-
trict o utility uses toallocate cer-
tatn costs. That nnalysis resulted
in o spht of 14 percent for Michi-
gan and 86 percent for Wiscon-
sim.

“The teqason Michigan™s num-
ber didn’t change narkedly 15 be-
caise most of the benefit fell into
what'scallad the Wisconsin Elec-
ttie Cotp, LBA, which covers
both 3 s1gnificant portion of the
P, Incloding thisarea, as well
as Wisconsin,” Hemmila said.
“And so a lot of Wisconsin
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ratepayers benefitted from the contin-
ved opetation of the plant when you
look at it on an LBA level.”

Meanwhile, We Energies had been
wotking since Februnty through Reli-
ability First to separate the U.P. from
its WEC lecal lalancing autherity.

“Creating a sepatate BA will enable us
to tespond mcre effictently to relinbility
emergencies within the Upper Penunsiuda
and inctrease the teliability of the tulk
electric system,” smd Anthony Jankows-
ki, We Energies mamger of Electtic
Systerns Operaticns, ina May 6 lettez to
the Michigan Public Power Agency.

In addition to receiving no notice
ftom NERC, MISO, Reliability Fist
ot We Energies about creation of the
new LBA, Michigan Public Service
Commussion officials were concerned
creating the new LBA had less to do
with reliabulity and mote with We En-
ergies s-cﬂ:r;-g ting costs of the
Presque Isle Plant subsidies solely to
U.P. tatepayers.

“It is apparent that the main teason 18 (o
shift milhons of dollars of costs fram its
Wisconsin service termitery to the Uppet
Perunsula of Michigan,” the Michigan
commission wrote 1n August to NERC
pesident and CEO Geay Cauley.

Gov. Rick Snyder also cbpected to
stakeholders not having had cpportu-
nity to comment on the proposal
which he said “taises grave concerns
fer Michigan™

Over those objections, N August
NERC certified the LBA spiit for We
Energies, creating the separate U.P.
umt (MIUF). The r2sult was the U.P.’s
share of the $52 million 1n Presque
[sle subsidy costs increasing from 14
petcent to 99 percent, effecnva Dec. 1.

Hemmula sawd there ate some gmall
exceptions to all Michigan tatepayets
being affected, if you're a small mu-
micipal generator, and not connected
to the grid, you proably wouldn't see
that SSKR payment.

He said the Marguette Board of
Light and Power would still incux
some costs o a certain extent.

“They have a ot of distribution be-
hind the meter, which 1s off the grid,
but they do taks some power off the
gtid,” Hermnmila said.

Among the other utilities affected
would be the Upper Peninsula Power
Co., Clovetland Electiic Cooperative
and We Energies customers in the

U.P.

Michigan Public
Service Commis-
sion  Chauwman
Jehn Quackenbush
said another Wis-
consin request
seeks the increased
U.P. percentage
tefunded 1etroac-
tive to Apnl

“So what that
would mean 1s, not
enly would Michigan not only be
stuck with a ©9 percent cost alloca-
tion going forward on Dec. 1, thete
also would be a lump sum payment
fiom Michigan to Wisconsin for
everything that’s been charged be-
twaen Apnl and Dec. 1,” Quacken-
bush sa:d.

[n September, MISO submutted a te-
placement SSR agreement to FERC
negotiated with We Energies for
Presque Isle. The agreement, which
increases subsidy payments to We En-
ergies from $52 million for one veat
to $¢7 million ($117 mullion through
Dec. 31, 2015), 1s sat to take effect
Wednesday, pending FERC approval.

The pact includes $7.5 mulhien 1n
environmental modifications  tc
Fresque Isle to comply with U.S. En-
vironmenta lel:ectle 1 Agency Met-
cuy and Air Toxics Standards by
spring April 2016.

“Not only 1s Michigan's Uppet
Feninsula having a lazger share of the
cost, but the pie 1s getting a lot larget
in the sense that We Energies 1s ask-
ing to be compensated a lot more for
the continued cperation of Presque
Isle.” Hemmuila said. “We ate in a po-
sition where Michigan tatepayers ate
teally gomng to take a huge hit, some-
thing that we would certamnly charac-
te11ze as pretty egre gious.”

The combination of the LBA splht
and the increased SSK costs would see
MIUP customets paying 99 percent of
$97 million, beginning Dec. 1.

On Sept. 12, the Michigan Public
Service Commuission asked We Enes-
gies President Gale Klappa to with-
draw its application at Reliability Fust
to spht the LBA sayving the panel had
“set1ous concewns” with the u:qu:s[

The Snyder admumisttation alsc
sought withdrawal of the request and
asked for addinenal information on
_rushf...ntla for the split.

“Grven the potentially extteme im-
pact on tesidential and other tatepay-
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ers of this reclassifi-
cation, 1t 1S appro-
puate and impot-
tant for the jstifi-
cation for this ac-
tion to be available
putlicly,” wrote
Valenie Brader,
Snyder deputy legal
counsel and semor
policy adviser.

Klappa tephed,
saying We Ensigies
respectfully must decline to withdraw
its application fot the recently cettified
MIUP local balancing authonity.

“Wisconsin Electric believes the
MIUP BA will enhance the manage-
ment of rehiability in the Upper Perun-
sula, and 1ts operation should not be
impeded; and of course, matters of
SSR cost allocations ate curtently be-
ing debated befcre the FERC,” Klap-
pa wiote Sept. 16 letter to the Mich:-
gan ComMmission.

Klappa said We Energies’ view “1s
that costs should be allccated to cus-
tomers who benefit from the contin-
ved operaticn of Presque Isle.”

On Sept. 26, MISO filed a proposal
o allocate the costs of the Presque
[sle SSR payments, using the MIUP
balancing authorty, effective Dec. 1.

However, last Thixsday, We Enet-
gies asked the FERC to hold the
MISO proposal in abeyance until 1t
can be determined whether MISO's
use of LBAs to allocate costs of the
Presgue Isle SSR units 18 appropriate,

We Energies said if the cost alloca-
tions went into effect Dec, 1 as
planned, some load serving entities
which do not benefit from continued
operation of Presque Isle, including
Clovetland Electric, would be
harmed. We Energies estimated
Cloverland would see an increased
annual cost of $20 mullion fa 2C15.

“For this reason alone, the mnstant
MISO filing should be held in
abeyance,” We Energies told FERC.

[f the FERC denes the abeyance re-
quest, We Energies sad it will protest
the use of LBA's to distuibute Presque
Isle costs.

Michigan Public Service Commis-
ston and Cliffs officials said they had
seen the filing from We Energies and
were reviewing its contents.

HEMMILA

John Pepin can be reached at 9006-
228-2500, ext. 206. His email ad-
dress is jpe pin@miningjournal net,



