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Joint Meeting Agenda

Wednesday, September 8, 2010

CALL TO ORDER
ROLL CALL — City Council Members and Electrical Advisory Committee Members
APPROVAI/CORRECTION/REVIEW (S) TO MINUTES: Joint Meeting Minutes of August 11,2010
APPROVAL/ADJUSTMENTS TO AGENDA
CONFLICT OF INTEREST DECLARATION
UNFINISHED BUSINESS

NEW BUSINESS

1.

Update-Electric Department.

Explanation: Administration will provide an overview and status report on activities and issues

concerning the Electric Department including:

a. General Operations/Electrical Distribution Update.

b. Substation Update.

Update-Power Generation.

Explanation: The Escanaba Generating Plant operator will provide an overview and status report on

activities and issues concerning the Power Plant.

a. Power Plant Update.
b. Peaking Generator (CT) Update.




Agenda -September 8, 2010

3. Management Briefing and Discussion — Various Issues.
Explanation: Administration will update the City Council, Electrical Advisory Committee and Citizens
of Escanaba on the various issues being evaluated with respect to the sale of generation assets, power
supply scenarios and related issues. Discussion topics will include, but not be limited to:

a. Definitive Sales Purchase Agreement — Administration will provide an update on the Definitive
Sales Purchase Agreement with Traxys, North America.

b. Transition Power Purchase Agreement - Administration will provide an update on the
Transition Power Purchase Agreement with Traxys, North America.

C. Environmental Work Plan Update — Administration will provide an update on the
Environmental Work Plan needed at the Power Plant property.

d. Power Plant Inventory Update — Administration will provide an update on the joint Power
Plant inventory that has been completed.

e. Short-Term/Long-Term Power Purchase Agreement — Administration will lead a discussion
on how a short-term and/or long-term power purchase agreement would be implemented in
conjunction with or at the end of a transitional agreement.

f. Coal Dock Lease — Administration is seeking approval of a coal storage dock lease with the
Reiss Coal Company.

g. Power Plant Septic System — Administration will provide an update on the septic system at the
Power Plant.

h. Professional Services Contract — Power System Engineering — Administration is seeking
approval to extend the professional services contract with Power System Engineering, Mr. Tom
Butz, through the end of calendar year 2010.

GENERAL PUBLIC COMMENT
COUNCIL/COMMITTEE, STAFF REPORTS
ANNOUNCEMENTS

ADJOURNMENT

Respectfully Submitted,

James V. O’Toole
City Manager
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NEW BUSINESS

3. Management Briefing and Discussion — Various Issues. _
Explanation: Administration will update the City Council, Electrical Advisory Committee and Citizens
of Escanaba on the various issues being evaluated with respect to the sale of generation assets, power
supply scenarios and related issues. Discussion topics will include, but not be limited to:

i. Comparison of Power Cost Projections. Administration will provide a comparison of

power supply alternatives and show the expected cost impact(s) on the consumer on the

various alternatives.

Respectfully Submitted,

James V. O’Toole
City Manager




R OFFICIAL PROCEEDINGS

| CITY COUNCIL

ELECTRICAL ADVISORY COMMITTEE

. CITY OF ESCANABA, MICHIGAN

o Special Joint Meeting

N Wednesday, August 11, 2010

Pursurt to a special meeting posted August 4, 2010, the meeting was called to order

by the Nlayor Gilbert X. Cheves at 6:00 p.m. in the Council Chambers of City Hall located at
410 Ludi ngton Street.

vPresent. ‘Mayor Gilbert X. Cheves, Mayor Pro Tem Leo J. Evans, Council Members
: - 'Patricia A. Baribeau, Pete Baker, and Brady L. Nelson.
N _Absent.: iNone.
‘Pr;esent: ~Electrical Advisory Committee Members: Chairman Ronald Beauchamp, Ann

| 'Bissell, Larry Arkens, Tim Wilson, Glendon Brown, John Anthony (arrived at
. ,6:12 p.m.) and Don Racicot.

ABsent' éJohn Mellinger

Also Present City Manager James V. O'Toole, Electric Superintendent Mike Furmanski, City
. . Controller Mike Dewar, City Attorney Ralph B.K. Peterson, Consultant Tom
Butz of Power Systems Engineering (PSE), Power Plant Manager Jerry
Plrkola and Traxys Representatives, members of the public, and media.

Evans moved, Nelson seconded, CARRIED UNANIMOUSLY, to approve the agenda
as prln‘ted] :

- 'UNFINI )HED BUSINESS

Electrlcal Advisory Committee Election of Officers.

AnnuaIIy, the Electrical Advisory Committee elects officers for the positions of
Chalrperson and Vice Chairperson.

- Board Members were asked for nominations for Chairperson. Board Member Wilson
moved, Board Member Brown seconded, to nominate Board Member Beauchamp as Chair
Person ofthe Electrical Advisory Committee. Hearing no other nominations, the nomination
was CARRIED UNANIMOUSLY for Board Member Beauchamp to serve as Chair Person of
the Electrlcal Advisory Commlttee

Board Members were asked for nominations for Vice Chairperson. Board Member
Brown moved, Board Member Wilson seconded, to nominate Board Member Mellinger as
Vice Chair Person of the Electrical Advisory Committee. Hearing no other nominations, the
nomination was CARRIED UNANIMOUSLY for Board Member Melllnger to serve as Vice
Chalr Person of the Electrical Advisory Committee.

1ri

CONFLICT OF INTEREST — None

g :PUBLIC HEARING None
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Joint City Councn & Electrical Advisory Minutes
August ||1 2010 cont.

NEW BUSINESS

Update Electric Department.

: Electnc Superintendent Furmanski provided an overview and status report on
activities and issues concerning the Electric Department. The following items were
reviewed:!

. General Operations/Electrical Distribution Update;
~ e Substation Update.

i
Umiate-Power Generation.

Power Plant Manager Jerry Pirkola provided an overview and status report on
actrvmeQ and issues concerning the Power Plant, discussions included:
I J i

. Power Plant Update. Both units were dispatched by MISO;
o Peakrng Generator (CT) was again up and running, and was used twice last month;
o Coal Update, 62,000 tons estimated at the end of July. Estimated use of 3,000 —

4, 000 tons for the month of August;
° Unlt one overhaul figures. There was substantial savings on the overhaul;
o Revrewed UPPCO lay-off notices.

i

lMla*n‘ag: ement Briefing and Discussion — Various Issues.

B Admlnlstratlon updated the City Council, Electrical Advisory Committee and Citizens

of Escanaba on the various issues being evaluated with respect to the sale of generation

: ‘assets power supply scenarios and related issues. Discussion topics included the
o ,followmq K

? ’1\

‘ ‘ IDef' n|t|ve Sales Purchase Agreement.

i | !

_ Admrnlstratlon provided an update on the Definitive Sales Purchase Agreement with
Traxys North America.

‘ D July 13 2010, draft agreement was sent to Traxys;

| ) Meetlngs with Traxys were held last week. Each party reviewed agreement item by
item: |
Lo Traxys suggested they would have the agreement back by August 13, 2010;

e It was stated City Officials would meet with Traxys again on August 18, 2010;

s Members advised there was concern on the black-out clause. City Attorney stated
you can not negotiate this type of agreement in a public forum. Attorney suggested
the'agreement would be made public, but not at this time;

Ly
S:\CIerk\WP\261 0 Minutes\cm08112010.doc
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Jomt Clty Councn & Electrical Advisory Minutes
‘August 11, 2010 cont.

e If Members had any concerns, they should be brought forward and given to
. Administration so the concerns could be reviewed by both parties;

L. Onee Agreement was brought to a public forum, changes could always be made if it

- was the will of the people or by Council Members;

o Electrical Advisory Committee Members asked to have a hard copy to refer to instead

of reviewing the agreement at the Electrical Department. Administration stated they

: would see if that could be made possible;

‘. How would the public be able to review the document? City Manager O’Toole
adwsed it would be made available on the City Web Site, and a hard copy available
at the City Library and City Clerks Office. It was the intent to have public hearings at
a Jomt meeting of the City Council/Electrical Advisory Committee and, at a Council
regular meeting.

] i 1
B[i_'gl_ge Power Purchase Agreement

| Admlnlstratlon provided an update on the Bridge Power Purchase Agreement with
Traxys North America.
e A Brldge Power Purchase Agreement was needed to make the deal work. Traxys
? was, reviewing the agreement and a Bridge Power Purchase Agreement would also
o be rewewed on August 18, 2010;
. Revnewed possible implementation issues;
e Any concerns from Electrical Advisory Committee or from Council Members should
' alsol be brought forward and information given to the negotiation committee
members

Enﬁrbnmental Work Plan Update
. ] :

. Adr:ﬁiﬁistration provided an update on the Environmental Work Plan needed at the
Power PIa;rjt property.
: . [

: . ,Clefanf—up plan would be performed. Manager O'Toole briefly reviewed steps involved
; in the' RFP based on the Phase | & Il Baseline Environmental Reports. Two RFP’s
- were sent out, and expected a reply within a month;

e |t was suggested the media should be informed of the Environmental issue, the cost
: mvolved with the clean-up, and advised it would ultimately affect the sale price of the
Power Plant

IPoWej' Plant Inventory Update

a AdﬁiiﬁiStration provided an update on the joint Power Plant inventory that has been
partially completed.

B
n 3
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Joint City Council & Electrical Advisory Minutes

August 11, 2010 — cont.
Lo Equment inventory between UPPCO and City was identified, and would be further
' d lseussed the following week.

R
Long-Term Power Purchase Agreement
L
Consultant Tom Butz of Power Systems Engineering (PSE) made a presentation and
updated members on the status of a long-term Power Purchase Agreement. (See

Attachment -A)

. Dlscussed transition period from Traxys for a Long Term Agreement;
" e It was suggested to provide the residents with a rate structure this fall if possible;
-« No! restrlctlons on retirement of plant with MISO if deal falls through. It was reminded
that the vote of the people did not authorize retirement of the plant, but City could still
: enter into a long term power agreement;
o Revrewed possible congestion scenarios, possible pricing structures, and risks
o mvolved
e In the worse case scenario, and the plant can’t be sold, citizens may be asked to vote
on another alternative for the Power Plant.

t H

Coat bock Lease
| T
‘ Admrnrstratlon provided an update on the status of the coal storage dock lease with
Relss Coal Company

o Retroactlve to July 1, 2010;
e Brleﬂy reviewed expectations of the amount of coal that may be burned. It was
estimated coal to be depleted August 2011;
o Agreement would be with the City and transferred to Traxys when Power Plant sale is
. completed.

PO\!r\rer Plant Septic System

Admlnrstratlon discussed the recent failure of the septic system at the Power Plant

' and what was needed to upgrade the facility.

. Admlnlstratlon was seeking Authorization to seek engineering design in an amount
not to exceed $6,000.00.

Councn Members Evans moved, Council Member Baker seconded to authorize City

"Administration to seek an engineering design in an amount not to exceed $6,000.00 to

repair and; upgrade the septic system at the Power Plant.

Upon a call of the roll, the vote was as follows:

S:\CIerk\WP\2d1 0 Minutes\cm08112010.doc
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Jomt City ¢ Councn & Electrical Advisory Minutes
August d1l, 2010 cont.

Ayes Evans Baker, Nelson, Baribeau, Cheves
Nays None

lMIOTION CARRIED.

l

; :
.
Vi

GE'N‘ERAL PUBLIC COMMENT - None

COUNCILICOMMITTEE, STAFF REPORTS

IPSE consultlng agreement was expiring. It was advised that an extension of the
agreement would be on an upcoming agenda.

i

‘ Ne)ld Meeting of the Electrical Advisory Committee was scheduled for Wednesday,
September 8 2010.

ADJOURNMENT

i Hearlng no further public comment, or further reports from the Electrical Advisory
Commlttee and Council, the meeting adjourned at 7:42 p.m.
Respectfully submitted,
5
!

o Rebert . Richards, CMC Approved:
.. City Clerk Gilbert X. Cheves, Mayor
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ATTACHMENT - A
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City of Escanaba
Joint EAC City Council Meeting

August 11, 2010

Purchase Power Objectives

e Plant Sale Allows Purchase Power

e Maximize Savings in Early Years
- Utilization of Short-term Market
- Consideration of Longer Term Purchases if
Competitive
e Manage Delivery Cost Risk — Congestion

e Consider Long Term Purchases as Available
- Higher Cost for Most Providers




ATTACHMENT - A

Purchase Power Approach

e Transition Purchase Power from Traxys
[nitially

- Begins - Dec 2010

e Bridge Purchase Power

- Three Year Term

Longer Term Purchase Power

— Ten Year Term

e Bridge Purchase Start Date — After Transition
Purchase

e Congestion Costs
e Price Projection Uncertainty




Attachment - A

Start Date

e Term Sheet Included 12-18 Month Term from
Closing Date
- 6 Month Notice
e Issues/Concerns about wanting to lock into
prices in late 2010
- Rather-than losing Low Price Market Opportunity
o Traxys Willing to Set Firm Date

- Need to Review Their Proposed Transition
Purchase Language

. o History .
- Very Volatile Since December 2009
e Pricing Node Defined for Escanaba
Early June — Less Volatile
Late June — Much Higher
July — expected lower —will continue to monitor
Expected to Improve Summer 2011




ATTACHMENT - A

Congesti‘on Costs .

e Option 1 — Fixed Price to Escanaba Node
e Option 2 — Fixed Price to another Node

e Option 3 — Congestion Averaged with
Another Node

Price Projection Uncertainty

e Price Formula Approach Involves Uncertainty

e Impact of Carbon Legislation May Introduce
Uncertainty

e Fixed Price Quotes at Remote Node




ATTACHMENT - A

Bridge Purchase Power Entities

o AEP
~ Maximum of Three Years
- Fixed Price at Defined Location
- Pricing Location Options
e Escanaba
e Michigan Hub

. e Great Lakes Ultilities

- Shorter term three years or longer term of 10
years ‘

- Formula Based Approach — Not Fixed Price

. Congestion Options

e Option 1 - Applies to AEP Purchase
- Congestion Charges Based on Historic Review
- Higher Cost of Congestion Reflected in Costs
- Higher Congestion Costs Expected

e Option 2 — Applies to AEP Purchase
- Congestion of Michigan Hub
- Price Uncertainty Following
e Option 3 — Applies to GLU
- Averaging of Pricing Node with Escanaba Node




ATTACHMENT - A

Purchase Power Considerations

e Congestion Expected to be Reduced
Summer 2011
— Pricing from Well Traded Hub could provide
substantial savings
e Compare Fixed Price at Remote Node (AEP)
to Formula Price at Congestion of Nodes
(GLU)

e Establish Term of Transition Purchase

e Update Economic Evaluation

e Target Decision in September — October
2010 ‘
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MEMORANDUM September 2, 2010 %
TO: | Jim O’Toole, City Manager

FR?OM: Michael Furmanski, Electrical Superintendent
Lo

SUiBJ : Summary Update

.

Over the past few years, we have been looking seriously at various power supply options

avaitilable to the City of Escanaba. We have looked at building a new coal-fired plant or a
new gas-fired plant. We have studied converting our plant to burn biomass or Powder

River Basin coal versus the Central Appalachian coal the plant was designed for. We

h_a\i/e also considered other forms of generation, including wind and gasification. We
have also requested bids to purchase energy. Of all the options we have looked at,
purchasing energy has consistently been the most economical option available to the
City.

'Wi“th purchasing full requirements energy available as our most economical option, we

n_eéded to determine the best future use option for our power plant. The plant is very well
maintained is an excellent candidate for a biomass conversion. We issued a request for
proposals (RFP) for the plant. We received a few proposals to purchase the plant with
these proposers planning on converting the plant to biomass. A private company has
nadﬁy'advantages over the City in converting the plant, mainly in the form of tax credits

‘which are designed to encourage biomass generation. As a governmental entity, we are

n.o’!g eligible for these tax credits, thus we are at a competitive disadvantage in the biomass
generation market.

:In %Au!gust of 2009, the voters in the City of Escanaba gave the City Council the authority
to sell the power plant to another entity for continued plant operations. RFPs were issued

ﬁor“; plé.nt purchase proposals, with 4 parties responding. Through thorough evaluation of
these proposals, it was determined that Traxys, N.A. had presented the best proposal and

'was' named the primary party to begin negotiations with. Negotiations started with
‘Traxys in late December, 2009. A term sheet was agreed to and was executed in June,

2010 The term sheet is a non-binding agreement that lays out many of the important

aspects of the definitive agreement. We are currently in the process of negotiating the
definitive agreement, which is made up of approximately 8 documents.

In addition to the definitive agreement, there are many other issues that must be
addressed before the sale can be finalized. These issues include:
|t
New Escanaba Substation:
.o Existing power plant substation will be sold to Traxys
e City distribution lines will be moved to the new sub
"o ' The new sub will be completed in late 2011.
e | Krause Power Engineering is our consultant on the substation project.




.

"o The substation will be a joint effort between the City, Traxys, and the American
1; " . Transmission Company, LLC (ATC).

Blﬁvironmental remediation:
‘e Phase 1 Environmental Site Assessment completed January 2010
‘e Phase2 Environmental Site Assessment completed July, 2010

. We need to determine costs of remediation
[

S
Transitional Power Purchase Agreement:

li . The transitional power purchase agreement (PPA) will be with Traxys
o . Fixes the price of power to the City for 12— 18

.o Support the transmission system reliability in the immediate area

1 e Allows for continued employment at the power plant

_e ' Better power costs than what we have today

e Other options likely better, but with some financial

Shbrf Term Power Purchase Agreement:

- e Very attractive short term agreements

o . Typically 3 years long

' Looking to secure a deal to transition to after transitional PPA

o Could string multiple short term deals together or move into a long term PPA

Lo?ng'Term Power Purchase Agreement:
+eo - The short term PPAs are much more attractive at this time
' ' Likely that we will move to a long term PPA in the future
- " If short term PPAs continue to be more competitive going forward, it may be

1

' many years before we sign a long term PPA.

Co%nclusion: We will continue to work on all issues that need to be addressed regarding

the plant sale and the power purchase agreements. The power purchase agreements is

vvhfeﬁ we will realize our savings in the upcoming years and choosing between short term
and ‘long term deals will have to be carefully considered. We will continue to issue
updates as the process moves along.
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3500 Ludington St
Suite 310
Escanaba, Ml 49829
906-789-7800
Fax: 906-789-0100
www,wilcox.us

Buift on Quality -
continuously improving our
quality of service to meet
and exceed our
clients’ expectations.

August 25, 2010 '

Mr. Mike Furmanski

Escanaba Electric Department
1711 Sheridan Road
Escanaba, M|l 49829

RE: Proposal to Provide Planning Level Remediation Opinion of Cost
For Recognized Environmental Condition (REC) Areas
Escanaba Generating Station Property

Dear Mr. Furmanski:

Wilcox Professional Services, LLC (Wilcox) is pleased to submit this proposal for
technical services to provide a planning purposes only opinion of cost for remediation of
selected Recognized Environmental Condition (REC) areas on the Generating Station
property at 2000 Power Plant Road in Escanaba.

Background

We have reviewed the July 2010 “Phase Il Environmental Site Assessment” for the
power plant that was prepared by Weston Solutions of Michigan, Inc. (Weston). This
report provides documentation that releases of hazardous substances and/or petroleum
products have occurred at the property for various Recognized Environmental
Conditions (RECs) and these releases are of sufficient concentration that the property is
a “facility” as set forth in Section 20101(1)(0) of Part 201 of the Michigan Natural
Resources and Environmental Protection Act (NREPA), being PA 451 of 1994, as
amended.

Based upon soil and/or surface/groundwater sampling analytical results, the report by
Weston identifies nine (9) RECs “facility” locations or the vicinity thereof as being
present on the property. These REC locations, although not delineated in any detail, are
identified as:

Settling Basin

Settling Basin Sediments
Former Coal Storage Area
Former Asphalt Plant AST
Utility Pole Storage Area
Former Ash Spread Area
fron Ore Pellet Sorting Area
Railroad Load/Unload Area
Storm Drain

® 8 6 e o » ¢ © o

The report documents that the primary contamination on the plant property is from
arsenic, mercury, heavy metals; and in a few locations, Polynuclear Aromatic
Hyrocarbons (PNAs). No Volatile Organic Compounds (VOCs) or Poly-Chlorinated
Biphenols (PCBs) were found above detection limits in the soi, sediment or waters
analyzed.

P:\Marketing-local\13_Government\Escanaba\Escanaba Power Planf\Escanaba Power Plant Remedy Proposal rev
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Mr. Mike Furmanski
August 25, 2010
Page 2 of 2

Understanding of Request for Services

Wilcox understands that the City of Escanaba is proposing to divest a portion of the
Escanaba Power Generating Plant property to a potential buyer. Because the property
has been identified as a “facility”, it is our understanding that the City and the buyer are
in negotiations to determine financial impact of the contamination on the property.
Wilcox understands that the Escanaba Electric Department is seeking an opinion of cost
for remediation of the properties’ RECs.

Proposed Scope of Services

Based on relevant sections of the existing Part 201 of Act 451 (NREPA) as it relates to

" Generic Clean up Criteria, the Phase Il information provided in the July 2010 report by

Weston, and current remediation technique cost assumptions and pricing, Wilcox
proposes to prepare an opinion of cost for each of the 9 REC areas identified by
Weston. Because the information provided for each REC is not adequate to firmly
delineate the extent of each REC, Wilcox will, based upon a set of predetermined
assumptions, provide the City with an estimate of the dimensions of the remedial area of
each REC and the possible quantities of contaminated material that may be necessary
to be removed and/or isolated in order to reasonably achieve the remediation
assumptions of each REC to Generic Residential Clean up Criteria and or isolate the
contaminated media.

Cost of Proposed Services and Schedule

Wilcox proposes to perform the above defined scope of work on a time and materials -
basis with a not to exceed estimate of $3,250. This cost assumes that the cost estimates
will be prepared using only the available information presented in the July 2010 Weston
Phase Il Report. No additional delineation field work is being proposed as part of this
proposal. Gross estimates will be made using the existing information and, when
coupled with our set of predetermined remediation assumptions, will provide the
requested planning purposes only Opinion of Cost estimate. The opinion of Cost
estimate will be provided to the City in letter form. Upon acceptance of this proposal and
the execution of a Work Order, Wilcox anticipates that the REC remediation opinion of
cost for the Escanaba Power Generating Plant site can be completed within two (2)
weeks.

Wilcox wishes to thank the Escanaba Electrical Department for the opportunity to submit
this proposal. If you have any questions or would like to discuss this proposal, please do
not hesitate to contact us.

Sincerely,
WILCOX PROFESSIONAL SERVICES, LLC

B ) Opicle Bieie ot

Gary J.Banfefs, P.E. Robert W. Phillips
Project Engineer Project Manager

Cc..  #13.00702

P:\Marketing-locai\13_Government\Escanaba\Escanaba Power Plant\Escanaba Power Plant Remedy Proposal rev
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Power System | (‘/(\/‘iﬁa’\g) ”

Engineering, Inc.

M%ITA%ENS wl 12301 Central Avenue, N.E., Suite 250
' Minneapolis, MN 55434
INNEAPOLIS, ]
M MART!?TTA, gﬂ Fax: (763) 755-7028
INDIANAPOLIS, IN Tel: (763) 755-5122

Web Site: www.powersystem.org

Via e-mail

August 11, 2010

Mr. Mike Furmanski
City of Escanaba Electric Department
1711 Sheridan Road
Escanaba, MI 49829

RE: Scope of Work for July through December 2010
Dear Mike:

Power System Engineering (PSE) continues to appreciate the opportunity to work with
Escanaba on a number of projects including the Request for Proposals (REPs) to evaluate
proposals for the power purchase and plant sale and the agreement developments. The
purpose of this memo is to outline a number of areas that are expected to be needed in the
remaining months of 2010.

Billing for 2010 has been higher than expected, where the costs through June 2010 are just
under the budgeted amount of $100,000. The work year to date has involved more time and
face to face meetings than envisioned, where the projection earlier was that the monthly
charges have been more in the range of $15,000-$16,000 per month.

The contract negotiations are in progress, and a number of key milestones have been
accomplished in the past few weeks identifying the amount of effort required to finish
negotiations, it provides more direction in describing the expected tasks for 2010.  This
correspondence will provide a description of tasks and budget for 2010.




Mr. Mike Furmanski / August 11,2010 / Page 2

PSE envisions the following areas of work for remaining months of 2010:

1. Plant Sale Definitive Agreement Development

a.
b.

Provide Technical Guidance on Plant Sale Negotiations

Work with Attorneys in developing contract language as needed to complete the
deal

Provide project management services on the plant sale process including
providing timelines, contact with counter-parties, and communication with the
City and counter-parties

2. Bridge Purchase Evaluation

a.

po

Work with other parties as needed to evaluate congestion cost options and
improve reliability

Gather updated information as needed for evaluation of purchase power
alternatives.

Perform Economic Evaluation on purchase power alternatives

Prepare materials to present to the EAC and/or City Council

Work on contract negotiations for transaction confirmation

3. Assist Escanaba in evaluating MISO Market Data

a.

b.

Provide Assistance on summarizing the MISO data into a meaningful monthly

format
Develop analysis and report showing the impact of load forecast error on the

MISO costs
Compare MISO costs to self generation and determine overall cost summaries of

the power supply costs including all fixed plant costs.

Billing has been running in the range of $15,000-$16.000 per month for the first six months
of 2010, and this leads me to the conclusion that charges for remaining months of 2010 of
$90,000. It would be reasonable to expect this level of activity for the remaining of 2010.
Please let me know if this approach is looks reasonable for work that is in the remaining
months through the end of 2010.

Sincerely,

Tém Butzb
Senior Planning Engineer




MEMORANDUM September 2, 2010

TO: Jim O’Toole, City Manager
INFO: Electrical Advisory Committee
FROM: Michael Furmanski, Electrical Superintendent
SUBJ: Escanaba Electrical Department — Issues and Answers
I offer the following schedule of events, activities and meetings on various matters being
handled by the department:
1) Power Purchase Proposals The power purchase proposals continue to be

2)

3)

4)

5)

6)

7)

evaluated. The ad-hoc committee has come to the conclusion that we should
pursue a short term agreement that may be extended by our choice if market
conditions warrant such extensions. If market conditions do not warrant an
extension, we should pursue a long term at that time. Documents have been
received from 2 parties which will be needed to execute an agreement. The
transitional power purchase agreement with Traxys is part of the definitive
agreement. We met with Traxys on July 29™ , August 18" and August 25M to
discuss transitional power purchase.

Plant Purchase Proposals The City Council approved the Term Sheet on June 9,
2010. We sent our first draft of various definitive agreement documents to Traxys
on July 14th. We met with Traxys on July 29" , August 18" and August 25% to
discuss the plant purchase. We received Traxys’s comments on the asset sale
agreement on September 2, 2010.

Power Plant Property Environmental Site Assessment The final Phase 2 ESA
report was received on July 14" We have received 2 proposals for a remediation
plan.

CT The CT is now up and running at full capacity and has been picked up quite
a few times since it became available.

Power Costs Our all-in cost for December power was $84.90/MWh. Our all-in
cost for January power was $84.78/MWh. Our all-in costs for February were
$91.98/MWh. Our all-in costs for March were $88.60. Our all-in costs for April
were $83.26/MWh. Our all-in costs for May were $84.54/MWh. Our all-in costs
for June were $80.11/MWh. Our all-in costs for July were $83.00/MWh.

Fix for Float For the April Fix for Float, we came out $12,111 ahead. For the
May Fix for Float, we came out $48,234.48 ahead. For the June Fix for Float, we
came out approximately $55,000 behind.

Steam Generators Both generators are running well and have been picked up
either in the Day Ahead market or the Real Time market for the vast majority of
the time. The Unit 1 overhaul project is complete and cost approximately
$721,000, which was well below budget.

Upcoming meetings




September 8, 2010, 6:00

Joint CC/EAC meeting

All Requirement Purchase Power

August 18,2010
August 25,2010
July 29, 2010

July 14, 2010
March 4, 2010
February 5, 2010
February 3, 2010
December 2, 2009
December 1, 2009
November 11, 2009
November 10, 2009

November 5, 2009
October 1, 2009

September 28, 2009

September 22, 2009

September 9, 2009

September 2, 2009

August 25, 2009

August 24, 2009

August 5, 2009

August 4, 2009
May 7, 2009

Met with Traxys to discuss transitional power purchase
Met with Traxys to discuss transitional power purchase
Met with Traxys to discuss transitional power purchase
Sent first draft of definitive agreement to Traxys
Conference call with AEP to discuss confirmation details
Conference call with AEP to discuss credit issues.

Met with WE Energies to discuss their proposal and
explain how we are operating in the market today

EAC recommends and Council approves retaining
SchiffHardin, LLP

Ad-Hoc committee met and recommended that 1 more
proposal be dropped.

EAC passes recommendation that 3 of the power purchase
proposals be dropped.

Ad-Hoc committee met to discuss the proposals and
recommended cutting 3 of the proposals.

Ad-Hoc committee met to discuss the proposals.

Met with a representative of American Electric Power to
discuss the Escanaba Energy Plan.

Wholesale power purchase proposals were received from 7
companies. They were: UPPCO, WPS, We Energies,
Traxys N.A., Minnesota Power, Great Lakes Utilities, and
American Electric Power.

Met with representatives of Great Lakes Utilities to discuss
our full requirements RFP and learn about their
organization.

Joint City Council and Electrical Advisory Committee
meeting was conducted. Update on All Requirement
Purchase Power RFP was given by Administration.

All Requirement Purchase Power RFP’s were sent out.
Draft RFP’s were sent to City Council and Electrical
Advisory Committee members for review and comment.
Administration and Electrical Advisory/City Council Study
Committee meet to discuss RFP content and format.

Joint City Council and Electrical Advisory Committee
meeting conducted. Administration directed to re-issue All
Requirement Purchase Power RFP’s to the same list of
people/companies that was used in the November 5, 2008
process.

Referendum passes.

City Council directs administration to draft new
referendum language for an August 4, 2009 vote.




May 5, 2009
February 19, 2009

February 4, 2009

January 7, 2009

December 8, 2008
November 5, 2008

October 16, 2008

October 8, 2008
October 8, 2008

Upcoming Events:

September 8, 2010

Referendum fails by narrow margin.

Ballot language approved by the City Council for the May
5, 2009 referendum.

Special meeting of the Electrical Advisory Committee
conducted to discuss all requirement purchase power
proposals.

Special meeting of the Electrical Advisory Committee
conducted to discuss all requirement purchase power
proposals

All Requirements Purchase Power RFP’s due back to
PSE/City of Escanaba.

PSE issues All Requirement Purchase Power RFP’s to
vendors.

Escanaba City Council Moves Electrical Advisory
Committee recommendation forward and approves motion
to proceed with All Requirement Purchase Power RFP’s.
City of Escanaba retains Power Systems Engineering to
assist in RFP and review process of proposals.

City of Escanaba issues Power Purchase Request for
Proposals to potential providers.

Joint City Council and Electric Advisory Committee
meeting scheduled.

Sale of Steam and/or Combustion Turbine Generation Facilities

September 2, 2010
August 18,2010
August 25,2010
July 29, 2010

July 14,2010

June 24, 2010

June 9, 2010

May 25,2010
May 19, 2010
May 11, 2010
May 5, 2010
April 7,2010
March 11,2010
February 26,2010
February 23,2010

February 9,2010

Received Traxys’s comments on asset sale agreement
Met with Traxys to discuss asset sale agreement

Met with Traxys to discuss asset sale agreement

Met with Traxys to discuss asset sale agreement

Sent first draft of definitive agreement to Traxys

Received first DRAFT of asset purchase agreement from
Schiff Hardin

The City Council approves the Term Sheet

We have agreed in principal to a term sheet

Met with Traxys

Met with Traxys

Met with Traxys

We received the latest version of Traxys’s term sheet

Met with Traxys to discuss term sheet

We sent our latest version of the term sheet to Traxys
Conference call with the SchiffHardin attorneys to discuss
the term sheet that we forwarded to Traxys. A task list and
a timeline are being developed to ensure that nothing gets
missed in this transaction.

Second meeting with Traxys to discuss plant sale




January 14, 2010
January 12,2010

December 17, 2009
December 2, 2009
November 11, 2009
November 10, 2009
November 5, 2009

September 21, 2009
September 14, 2009

September 9, 2009

September 2, 2009
August 25, 2009
August 24, 2009

August 5, 2009

August 4, 2009
May 7, 2009

May 5, 2009
February 19, 2009

February 4, 2009

January 16, 2009

First meeting with Traxys to discuss plant sale.

The Escanaba negotiating team met to discuss milestones,
goals, issues, etc.

The Escanaba City Council names Traxys N. A. as the
primary party to begin negotiations with.

EAC recommends and Council approves retaining
SchiffHardin, LLP

EAC passes recommendation that Traxys N.A. be named
the #1 bidder to begin negotiations with.

Ad-Hoc committee met to discuss the 2 remaining
proposals.

Ad-Hoc committee met to discuss the 2 remaining
proposals.

Traxys toured the power plant.

Sale of Steam and/or Combustion Turbine Generation
Facilities Notice of Intent to propose are due back to the
City of Escanaba/PSE. A total of four (4) proposals were
received. Traxys, DTE Energy Services, Avant Energy
Services and Rockland Capital.

Joint City Council and Electrical Advisory Committee
meeting was conducted. Update on All Requirement
Purchase Power RFP was given by Administration.

Sale of Steam and/or Combustion Turbine Generation
Facilities RFP’s were sent out.

Draft RFP’s were sent to City Council and Electrical
Advisory Committee members for review and comment.
Administration and Electrical Advisory/City Council Study
Committee meet to discuss RFP content and format.

Joint City Council and Electrical Advisory Committee
meeting conducted. Administration directed to re-issue
Sale of Steam and/or Combustion Turbine Generation
Facilities RFP’s to the same list of people/companies that
was used in the November 5, 2008 process.

Referendum passes.

City Council directs administration to draft new
referendum language for an August 4, 2009 vote.
Referendum fails by narrow margin.

Ballot language approved by the City Council for the May
5, 2009 referendum.

Special meeting of the Electrical Advisory Committee
conducted to discuss Sale of Steam and/or Combustion
Turbine Generation Facilities proposals.

Sale of Steam and/or Combustion Turbine Generation
Facilities proposals are due back. A total of three (3)
proposals were received.




January 7, 2009
December 8, 2008
November 28, 2008
November 14, 2008

October 16, 2008

October 8, 2008

October 8, 2008

Upcoming Events:

September 8, 2010

Special meeting of the Electrical Advisory Committee
conducted to discuss status of proposals.

Power Plant tours are scheduled for the five (5) bidders
who submitted a notice of intent.

City of Escanaba/PSE receives five (5) notices of intent to
bid as required in the RFP.

PSE issues Sale of Steam and/or Combustion Turbine
Generation Facilities to vendors.

Escanaba City Council Moves Electrical Advisory
Committee recommendation forward and approves motion
to proceed with Sale of Steam and/or combustion Turbine
Generation Facilities RFP’s.

City of Escanaba retains Power Systems Engineering to
assist in RFP and review process of proposals.

City of Escanaba issues Power Purchase Request for sale of
plant proposals to potential providers.

Joint City Council and Electric Advisory Committee
meeting scheduled.

Midwest System Operator Load Declaration/Market Participation (MISO)

December 1, 2009
November 3, 2009

October 7, 2009

September 30, 2009
September 23, 2009
September 15, 2009

September 15, 2009
September 14, 2009

September 9, 2009

We were accepted by the MISO to become a market
participant and began operating in the MISO market.

Met with ATC and UPPCo representatives to discuss our
market strategy, responsibilities, etc.

Had a follow-up conference call with UPPCO regarding
our MISO MP application and the Energy Services
Agreement.

Had a conference call with UPPCO regarding our MISO
MP application.

Responded to MISO questions regarding our Load Zone
and our expected load profile.

MISO acknowledges receipt of Market Participation
Application.

Administration with the assistance of PSE completed the
on-line Market Participation Application and submitted
same.

Administration with the assistance of PSE completed the
MISO Market Participation Application (hard copy) and
overnighted to MISO.

Joint City Council and Electrical Advisory Committee
meeting was conducted. Administration was directed to




September 9, 2009

August 12, 2009

August 8, 2009

complete the MISO Market Participation Application and
submit to the MISO no later than September 15, 2009.
Received written notification from the Upper Peninsula
Power Company that they will be terminating Rate
Schedule 59 — Short Term Power Sales Agreement
effective December 1, 2009.

Meeting with American Transmission Company (ATC)
highlighted some of their future possible system
improvements and they encouraged us to consider signing
up as a Network Integrated Transmission Service (NITS)
customer.

Advised by the Upper Peninsula Power Company (Plant
Operator) of their intent to terminate Rate Schedule 59-
Short-term Power Sales Agreement.

Environmental Site Assessment — Power Plant Property

July 14,2010
June 9, 2010
May 13, 2010
May 3, 2010
April 6,2010
March 23,2010

March 12,2010

January 13,2010
December 2, 2009

October 2, 2009

September 16, 2009

September 11, 2009

We received the final Phase 2 ESA report

We received the DRAFT Phase 2 ESA

Weston completed their soil and water sampling

Weston started the Phase II ESA

Twelve (12) Proposals were received. Weston was named
top proposer.

The Phase II ESA RFP was issued. The proposals are due
April 6™

Targeted date for releasing RFP for Phase 2 work. We
have decided to have this work done now rather than wait
to see if the Delta County Brownfield Redevelopment
Authority is awarded the grant they applied for. This is
strictly a timing issue as the phase 2 must be completed
before we can execute a Definitive Agreement.

We received the phase 1 ESA.

Received a status letter from Environmental Consulting &
Technology, Inc which stated that they are in the process of
finalizing their Phase 1 Environmental Site Assessment.
The Phase 1 Environmental Site Assessment started.
Bittner Engineering, UPPCO employees and City
employees toured the site and the plant and went through
historical documents and photos.

Delta County Brownfield Redevelopment Authority
unanimously approves and authorizes the completion of a
Phase I Environmental Site Assessment. Bittner
Engineering and Environmental Consulting & Technology,
Inc will perform the assessment and schedule site
inspection dates with City staff.

County Site Consideration Form, Consent to enter Private
Property authorization, and power plant legal description




September 9, 2009

submitted to the Delta County Brownfield Redevelopment
Authority for inclusion into the county program so that a
Phase I Environmental Site Assessment could be
completed.

Joint City Council and Electrical Advisory Committee
meeting was conducted. Administration was directed to
submit the Power Plant property to the Delta County
Brownfield Redevelopment Authority for a Phase I
Environmental Site Assessment.

Other Significant Dates, Issues and Matters.

June 4, 2011

UPPCO discontinues operating Power Plant.
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