
S T A T E  O F  M I C H I G A N  

In the matter of the application of 1 
WOLVERINE POWER SUPPLY COOP~RATIVE, ) 
INC., for authority to implement a transition ) Case No. U-11335 
cost surcharge. 1 

At the June 25, 1997 meeting of&e Michigan Public Service Commission in Lansing, 

Michigan . 

PRESENT: Hon. John G. Strand, Chairman 
Hon. John C. Shea, Commissioner 
Hon. Dhvid A. Svanda, Commissioner 

v 

On February 28, 1997, Wolverine Power Supply Cooperative, Inc., (Wolverine) filed an 

application requesting authority to implhent a 3.76 mills per kilowatt-hour (k*) surcharge to 

permit it to restructure its debt. 1 

Pursuant to due notice, a prehearing conference was held on April 9, 1997 before Adminis- 

trative Law Judge Daniel E. Nickerson, Ir. (AW). The AW granted the petition for leave to 
, 

intervene filed by Attorney General ~ r G k  I. Kelley, but denied the petition fileh by the Associ- , 

ation of Businesses Advocating Tariff Equity (ABATE). ABATE filed an application.for leave 

to appeal that ruling, which the Commission denies in another order issued today. The Com- 

mission Staff (Staff) participated in the chse. 



Subsequently, the parties reached settlement agreement, attached to this! order as Attach- 

ment A, resolving all issues in this cade. According to the terms of the settlement, Wolverine 

should be authorized to implement a debt restructuring surcharge of 3.76 mills per kWh. When 

combined with the 6.0 mills per kwh Currently included in Wolverine's rates to provide funds to 

retire the Fermi 2 related debt, the parties anticipate that Wolverine will be ab'le to retire its 
I 

Fermi 2 related debt in 2004 rather th& 2025. 

The Commission FINDS that: ' 

a. Jurisdiction is pursuant to 1909 PA 106, as amended, MCL 460.551 etl seq.; 

MSA 22.151 et seq.; 1919 PA 419, as &mended, MCL 460.51 et seq.; MSA 22.1 et seq.; 1939 

PA 3, as amended, MCL 460.1 et seq.; MSA 22.13(1) et seq.; 1969 PA 306, as amended, 

MCL 24.201 et seq.; MSA 3.560(101) et seq.; and the Commission's Rules of Practice and 

a Procedure, as amended, 1992 AACS, R' 460.17101 et 9. I 

b. The settlement agreement is reaslbnable and in the public interest, and should be 

approved. 

THEREFORE, IT IS ORDERED that: I 
I 

A. The settlement agreement, attachkd to this order as Attachment A, is approved. 

B. Wolverine Power Supply Cooperative, Inc., shall implement a debt restructuring 

. surcharge of 3.76 mills per kilowatt-hour, consistent with the terms of the settlement agreement. 

I 

The Commission reserves jurisdictioh and may issue further orders as neceshy. 
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* Any party desiring to appeal this order must do so in the appropriate court within 30 days * after issuance and notice of this order, pursuant to MCL 462.26; MSA 22.45. 
I 

/s/ JcdULUmd 
Chairman 

1 

( S E A L )  

Commissioner 

1$/ David A. Svanda , 
1 

Commissioner 

By its action of June 25, 1997. 

0 
IS/ Dorothy wideman 
Its Executive Secretary 

0 
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ATTACHMENT A 

I 

STATE OF MICHIGAN 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 

In the matter  of the applicatioa of 
WOLVERINE POWER SUPPLY 
COOPERATIVE, MC., for authox6ty to MPSC Case No. U-11335 
implement a transition cost sdcharge. 

SETTLEUENT AGREEMENT 

On February 28, 1997, Wol3erine Power Supply Cooperative. 1nc. 

('Wolverine") filed its application with the Michigan Public Service Commission 

("MPSC" or "Commission") requesting authority to implement a transition cost 

surcharge ("TCS") of 3.76 mills per kWh. 

On March 12, 1997, the Coq-unission issued its Notice of He-g, 

e scheduling a prehearing conference for April 9, 1997. On March 20, 1997, 

Attorney General Frank J. Kelley ("Attorney General") filed a notice of 

intervention. On March 28, 1997, 'the Commission's Staff filed an appearance, 

and on April 2, 1997, the Association of Businesses Advocating Tariff Equity 

("ABATE") filed a petition to intervene. 

On April 4, 1997, Wolverine prefiled direct testimony of its President and 

Chief Executive Officer, Thomas W. Stevenson. In addition, pursuant to 

Commission directive, Wolverine provided the requisite notice (Tr 4, 5). 

A prehearing conference was held on April 9, 1997, Adrninistrqtive Law 
I 

Daniel E. Nickerson presiding. At the prehearing conference, the Comission 

Staff entered its appearance (Tr 3, 4). the Attorney General was granted 

intervenor status (Tr 6), but ABATE'S petition to intervene was denied (Tr 29- 

3 11, then a schedule was set for the'remainder of the proceedings (Tri 3 1-35). 
I I 



On April 23, 1997, ABATE filed an application for leave to appeal denial 

of its petition to intervene. On Mhy 7, 1997, Wolverine filed its redponse in 

opposition to ABATE'S application for leave to appeal denial of intervention. 

Wolverine plans to refinance and restructure its debts by obtaining 

MPSC approval of a debt restructuring charge ["DRC") of 3.76 mills per kwh 

surcharge in this case and by replacing existing debts owed to the Federal 

Financing Bank ("FTB") and the United States Department of ~~r idul ture ,  

Rural Utilities Service ("RUS) [formerly known as the Rural Electrification 

Administration] with new debts firianced by the National Rural Utilities 

Cooperative Finance Corporation (~cFc"). This reduces the debt on Wolverine's 

books by the amount of $80,254,506 as shown below. 
\ 

! 

Wolverine has indicated that the principal balances of its current debt 
are: 

CFC Notes $ 4,892,307 
Fenni 2 Notes 171,149,012 
RUS 2% Notes 8,186,984 
RUS 5% Notes 33,957,067 I 

FFB Notes 17.267.593 
Total $235.452.963 

Wolverine estimates that after its rdfinancing and restructuring new debt 

principal amounts will be: 

CFC Notes $ 4,892,307 
Fenni 2 Debt to CFC 93,832,728 
RUS 2% Notes , 10,852 
Non-Fenni 2 Debt to CE4'C 

I 

54,912,570 
CFC Capital Tenn Certificates 1.550.000 
Total $155.198.457 

From July 1997 through 2004, Wolverine has estimated that its debt 

service payments (principal plus interest) on its current debts would total 

$136,662,295, while its debt service:payrnents on the new debts would total 

$1 70,765,861, which would increasd the costs by $34,103,566 during those 

years. 



From 2005 through 2025, bolverine has estimated that its debt service 

payments (principal plus interest) on its current debts would total 

$422,352,825, while its debt sentice payments on the new debts dould total 

$72,283,385, which would decrease the costs by $350,069,440 d u l k g  those 

years. 

Based on prior Wolverine estimates and as indicated below, the Staff 

projected an approximate net preqent value benefit totaling $71,095,040 if debt 

restructuring and repayment takep place. 

Wolverine's current and new creditors require MPSC approval of a new 

3.76 mill per kWh charge as a condition precedent to the proposed refinancing 

and debt restructuring. When the proposed refinancing and restructuring is 

fully in place, which will occur no later than December 31, 1997, a e n  

Wolverine will no longer be subject to supervision of RUS. 

Wolverine's counsel has advised the parties that if the proposed 

refinancing and restructuring occurs, then because Wolverine will no longer be 

subject to the s u p e ~ s i o n  of RUS, Wolverine and its rates will beconhe subject 

to the exclusive jurisdiction of the Federal Energy Regulatory Cornm$ssion 

(FERC) -- unless Wolverine engages in future retail sales of electricity in 

Michigan and becomes subject to state regulation of such activities at any such 

future time. Wolverine has fully disclosed this opinion of counsel to its 

member cooperatives. Also, Wolverine intends to retain a small amoont of RUS 
I 

debt ($10,852) until sometime betwhen now and December 31, 1997; which 

Wolverine asserts would have the effect of postponing any loss of jurisdiction 

by the MPSC until that debt is extinguished on or before December 3 1, 1997. 

I 



Pursuant to Section 78 of the Administrative Procedures Act of 1969; MCL 

24.278; MSA 3.560(178) and Rule 333 df the Rules of Practice and Procedurb Before the 

Commission [I992 AACS, R 460.17333/1, Wolverine and the Staff agree as fhllows: 

A. Traditionally, rural electric cooperatives were created to serve areas 

not being served by investor-owned electric utilities, and the Commission has 
I 

recognized that regulation of rural electric cooperatives is unique. In an 

opinion dated June 14, 1983, in R 

Association TIER ratemaking, Case! No. U-6652, the Commission said: 

The characteristics of a cooperative, being owned by its custoiners, 
uniquely adapt themselves t6 this type of [TIER ratemaking] 
mechanism . (page 6) 

In light of the financing and ~tructural differences between rural 
electric cooperatives and inve'stor-owned utilities, TIER ratemaking 
should apply only to rural electric cooperatives.(emphasis in 
original order) (page 1 1.) 

In addition, certain Michigan statutes recognize that regulation appllicable to 

other utilities may not be appropriqte for the regulation of rural elechic 

cooperatives. For example, MCL 460.6j(17); MSA 22.13(6j)(17) authorizes the 

Commission to exempt cooperatives from one or more of the requirements of 

that section, while MCL 460.6m(6); MSA 22.13(6m)(6) exempts cooperatives 
I 

from the funding requirements of that statute. , 

B. Wolverine should be authorized to implement a DRC of 3.76 mills 

per kWh on all kWh to enable Wolverine to restructure its current debts. 

Tariffs incorporating this DRC are attached as  Exhibit A to this Settlement 

Agreement, and Wolverine agrees tolpropose the same substantive tariff 

provisions for adoption by the FERCI. i 



C. Based on Wolverine's projected 1997 sales totaling 1,634,06 1 

MWh, the DRC should generate approximately $6.144 million annually. 

D. Per the Commission's May 26, 1988 order in Case No. U-8994,' 

Wolverine's presently authorized rates include 6.0 mills per kwh to facilitate 

retirement of Fermi 2 related debt lover a 35 year period ending December 3 1, 

2025. The DRC anticipated by this Settlement Agreement will increase the 6.0 

mills per kwh to 9.76 mills per kwh. The MPSC approved the first of these 

increases to enable Wolverine to retire its Fermi 2 related debt by the Year 

2025, and the second increase together with the 6.0 mills is planneb to enable 
I 

Wolverine to retire its Fermi 2 related debt over an accelerated seven year 

period ending in 2004. 

E. To implement this Settlement Agreement and the MPSC order 

approving it, the parties agree thatlwolverine shall utilize the accounting 
I 

entries identified in Exhibit B attached to this Settlement ~greement. In 

addition, Wolverine shall annually provide a report to the Commissi6n's Staff 

and the Attorney General containing the information described in Exhibit C 

attached to this Settlement Agreement. 

F. The parties have revieuied RUS's most recent offer relatike to 

Wolverine's proposed debt restructdring as set forth in RUS's April 17, 1997 

letter which is attached to this Settlement Agreement as Exhibit D. 

G. Wolverine will expend all proceeds from the 9.76 mills per kwh 

referenced in Paragraph D above solely toward repayment of its new Fermi 2 

related debt, including but not lirni~ed to early principal payments, ifi any. In 

2 Case No. U-8994, supra, p 3. 



addition to the revenues generated by the 6.0 mills per kwh previobsly 

authorized and the 3.76 mills per kWh to be approved as a result df this 

Settlement Agreement, Wolverine commits to using internally-generated funds 

resulting from savings due to closure of its generation facilities and its 

reduction in staffing to pay the projected new Fermi 2 debt service payments 
1 

which are projected to total $125,626,458. ? 

H. The parties agree that they will not seek to modlfy or &end the 

terns  and conditions for Wolverine's recovery of its Fermi 2 related! debt as 

provided above. Except for the recovery of Wolverine's Fermi 2 related debt 

service requirements as provided above, neither the MPSC nor any party will be 
1 

barred by this Settlement Agreement and the order approving it frob seeking a 

reduction or an increase in any of Wolverine's other rates in any future case. 

I. Exhibit E attached to this Settlement Agreement is the 

Commission Staffs comparative dalysis  of projected debt service costs totaling 

$567.79 1.15 1, including Ferrni 2 dnd non-Fermi 2 debt, with projedted new 

debt service costs totaling $246,591,259. including Ferrni 2 and no&-Fermi 2 

debt. These are previous estimates provided by Wolverine. Exhibit 'E shows a 

present value savings of $71,095,040 to Wolverine as a result of this projected 

debt restructuring. 

J. The Board of Directors;of Wolverine has executed a resolution 

committing Wolverine to elirninatioh of 9.76 mills per k ~ h  from its &ate 

structure when its Fermi 2 related aebt is paid off by no later than 2004, and 

that resolution is attached to this Settlement Agreement as  Exhibit F. It is 

expected that Wolverine's member cooperatives will pass the 9.76 mill 

reduction through to their customeh. All the new loan agreements b d  notes 

with CFC shall incorporate language requiring Wolverine to elirninatk its 3.76 

mill per kwh surcharge and to eliminate the amount of 6.0 mills per kwh from 



its base rates via a negative surcharge until after its first rate case order 

following full payment of Wolverine's Fermi 2 related debt. All new Foan 

agreements and any related notes with CFC shall provide that Wo1v';erine will be 1 
considered in default if Wolverine fails to eliminate the 9.76 mills pCr kwh from 

its rates after 2004. I 
K. The parties jointly recommend that the Commission issue an Order 

Adopting Settlement Agreement. , 

L This Settlement ~ ~ r e e m e n t  has been made for the sole &nd express 
I 

purpose of reaching a compromike among the positions of the signatories 

without prejudice to their rights to take new and/or different positions in other 

proceedings. All offers of settleme~~t and discussion relating to this Bettlement 

Agreement shall be considered privileged under MRE 408. If the ~ o b i s s i o n  

approves this Settlement Agreemerit without modification, neither d e  parties 

to this Settlement Agreement nor the Commission shall make any rdference to 

or use of this Settlement Agreement or the order approving it as reason, 

authority, rationale or example for taking any action or position or qaking any 

subsequent decision in any other case or proceeding; provided howeter, such 

references or use may be made to enforce this Settlement ~ ~ r e e m e n t  and the 

order approving it. 

I M. This Settlement Agreement is not severable. Each provigion of this 

1 Settlement Agreement is dependentlupon all other provisions of this bettlement 

Agreement. Failure to comply 'with by provision of this Settlement Agreement 

constitutes failure to comply with tkje entire Settlement Agreement. if the 

I Commission rejects or modifies this Settlement Agreement or any prdvision of 

1 this Settlement Agreement, it shall be withdrawn and shall not constitute any 
I 

part of the record of this proceedingior be used for any other purpose;. 
i 



N. If the Commission approves this Settlement ~greemenl! without 

modification, the  parties waive any rights under MCL 24.281: MSA 3.560(181) 

and  agree not to appeal or otherwise contest the Commission order approving 

this Settlement Agreement. I 

0. The Commission Staf.., in signing this Settlement Agre$rnent, 

certifies that  it  is  reasonable and  in the public interest. 

" WOLVERINE POWER SUPPLY 
I COOPERATIVE, INC. 1 

k k  &/9f7 By: Dated: 
Albert Ernst 
DYKEMA GOSSE'IT PLLC 
800 Michigan National Tower 
Lansing, MI 48933 
(517) 374-9155 

MICHIGAN PUBLIC SERVICE COMMISSION 
STAFF 

Dated: 3 m  30: 19 9 7  BY: 
I Sharon L. Feldrnan 

Assistant Attorney General 
6545 Mercantile Way, Suite 15 
Lansing, MI 489 1 1 
(5 17) 334-7650 



Statement of Non Obiection 
I 

Pursuant to Rule 333(3) of the Commission's Rules of Practice and 

Procedure [ 1992 AACS, R 460.1 7333(3)], Attorney General Frank J. Kelley does 

not object to this Settlement Agreement so long as  the Michigan Public Service 

Commission approves it without modifications or additional qualifichtions in its 
1 

order approving this Settlement Agreement. 

ATTORNEY GENERAL FRANK J. KELGEY 

I 

~ated:&- a 0; I 776 BY: F. && 
Donald E. Erickson 
Assistant Attorney General 
630 Law Building 
Lansing, MI 48909 

I (517) 373-1123 



Wolverine Power Supply Coop., Inc. 
M.P.S.C. No. - i Electric 

Ninth Revised Sheet No. 2.00 
Cancels Eighth Revised1 Sheet No. 2.00 

sbhedule "A" 

WHOLESALE SERVICE TO MEMBER DISTRIBUTION COOPERATTVES 

AVAILABILITY: 

Available to all Electric Cooperative Associations which are members of Wolverine Power Supply Cooperative, Inc. 
(Wolverine). ! 

MONTHLY RAG: 

Substation Charge 
f ~ e r  substation1 

Permanent Steel Structure 
Temporary Wood Structure 

$9.38kW 
1 

Demand Charge 
I 

Energy Charge 3.776kWh I 

Debt Restructuring Charge 0.3766kWh 

POWER SUPPLY COST RECOVERY CLAUSE AND FACTOR: 

This rate schedule is subject to the Cooperative's ~ o d e r  Supply Cost Recovery Clause as set forth in Sheets Nos. 4.0 
and 4.1. , 

! 
BILLING DEMAND: 

The Billing Demand shall be based on the Member's contribution to the highest hourly (clock hour) coincidental 
system peak demand of Wolverine for the month. Hbwever, during the months of November through April, on 
days in which load management is initiated, the Billibg Demand shall be based on the Member's contribution to the 
highest hourly (clock hour) coincidental system p e d  demand of Wolverine for the month between thk hours of 
1 1:00 a.m. and 7:00 p.m. I 
EXPRESS FEEDERS: 

Transmission extensions intended for temporary use as express distribution feeders will be provided for by means of 
specific supplemental contracts for each such extension. The charges for these feeders will be $217.00 per month 
per mile. There will be no additional charge for eacii such extension in excess of five (5) miles. The!maxirnum 
charge for each such extension will be $1,085.00 per month. r 

I 
I 

Continued to Sheet No. 2.1 i 

Issued: 
By Tom Stevenson 
General Manager *' Cadillac, Michigan 

Effective for all electric service rendered on and 
after 

1 

Issued under the authority of M.P.S.C~ dated 
in Case No. U- 1 1035 

I 

Ekhibi i  , A ,  p 1 



1 
I 

Wolverine Power Supply Cooperative, Inc. Second Revised Sheet No. 8.00 
M.P.S.C No. 1 - Electric Cancels First'Revsed Sheet No. 8.00 

RIDER "HLF" 
I 
I 

WHOLESALE SERVICE FOR HIGH LOAD FACTOR LOAD 

AVAILABILITY: 

Available to all Electric Cooperative Associations which are members of Wolverine Power Supply Cooperative, Inc. 
(Wolverine) for resale to their commeraial and industrial member-consumers that qualifL for service under the 
conditions set forth in this tariff. This rate schedule is not intended for seasonal loads. 

MONTHLY RATE: 
1 

Except for the demand and energy chardes, the monthly rate shall be the same as providkd for under Schedule A, 
including the substation charge, the express feeder charge, the power supply cost recove'y factor and all other 
applicable surcharges or credits. The demand charge and energy charges shall be as follows: 

Demand Charge 
(per kW) 

Energy Charge 
(per kwh) 

Debt Restructuring Charge (per kWh) 0.376#/kWh 

BILLING DEMAND: 

The Billing Demand shall be based on the; Member's contribution to the highest hourly (cSock hour) coincidental 
system peak demand of Wolverine for the month. 

1 
CONDITIONS FOR SERVICE FROM T ~ I S  SCHEDULE: 

This service schedule shall be available for service (i) to any commercial or industrial customer taking service with 
a load which exceeds 500 kW or more of Maximum Billing Demand. 

Issued: 
By Tom Stevenson 
General Manager 
Cadillac, Michigan 

Continued on Sheet No. 8.01 
I 

, Effective for all electric serv ce rendered on and 
after 

Issued under the authority of M.P.S.C. dated 
in Case No. U- 1 1335 



JW 19 '97 12:39PH WOLVERINE POLEI? 

ENTRY #I / 
1 

Thisentrywillrecordthereducti to the existing F d  II related debt by the of debt 
forgiveness. 

Account No. Cr. 

224141 Other Long Term Debt - Debt Restruct. Notes, Fermi II xxx 
182100 Eldraordinary Prop* Losses w a  

ENTRY #Z 1 

This eatry wiU ncdrd the establishment of a new Extraordinary Property Losses atcount. 

Account No. Dr. , Cr. 

182195 Extraordiiaty Proparty Losses, Fermi 11 xxx I 

182100 E x t n r o r d i i  Prop- Losses I I 

I 

ENTRY #3 

This entry will record the extinguishment of the Fermi 11 related debt 

Awunt  No. Dr. , 
I 

224 14 1 Other Long Term Debt - Debt Restruct. Notes, Femi II xxx / 
131 100 Cash, General FundB I 

! 

This yuy will record the prepaymht of the RUS notes. 

Account No. I 

2243 00 Other Long Tern bebt - RUS Notes 
131100 Cash, Weral Fund6 

Cr. 

XXIE 

Cr. 

m u  

JUN 19 '97 12:39 



JUN 19 '97 12:39PM WOLVERINE POWER P. 3 

I 

Exhibit B - contd. 

ENTRY #S 

This entry will record the prepaymelld afthe FFB notes. 

Account No. , 

224140 Other Long Tenn Ddbt - FFB Notes 
13 1100 Ca& General Funds 

Dr. Cr. 
I 

I 

ENTRY #6 
I 

I 

'Ihis muy will record the e&blishmat of the new CFC Fend II related debt. 'Id amount of this 
initiating entry will mirror the cash cromponent of enlry #3. This debt will be mahWed in 
sepaxate subaccounts and will not blt combined with any other debys). 

Account No. Dr. Cr. 

131100 Cash, GwenlFunds' IOIX 
224195 Other LT Debt - CFC - Debt Restruct. Notes, Fmni I1 I xxx 

I 

ENTRY #7 

This entry will record the establishment of the new CFC other debt. 
1 

Account No. I Dr. 1 Cr. 
I 
I 

13 1100 Cash, General Funds; X X X I  

224 196 0th- Long T m  Debt - CFC - Other Debt xxx 

JUN 19 ' 97  12:39 
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NN 19 '97 12: 39PM WOLVERINE POW 

Exhibit B - cootd. I 

! 

ENTRY #8 

The Debt Restn~cturing Charge (DRC) will be colIect&d &om sales to Wolvedne customers and 
electric tmsmhion &ce related to retoil wbcelin~d'inct access customers, if applicable, based 
upon the kwhs delivered on a monthly basis Yui wifl appear on the bills as a separate calculation. 
Tho existing 6 mills will be detailed for tach customer. The DRC will not be appliele to 
transmission service that is unrelated to retail wheelins/direct access. This entry will record the 
bills. I 

Account No. Dr. , Cr. 

142100 Customer Accounts Receivable, Electric m 
4471101180 Sa&sforResalt,Membm 
456195 Other E l w c  Revcrluss, DRC + 6 Mill P r o d  

ENTRY #9 I 

No latu than We business days at??& the due date of the crtstomer b i i ,  Wolverine1 will deposit 
funds into a special account in an Wunt  qua1 to the billed DRC revenues. Additionally, b d s  
applicable to the existing 6 r d s  nsrrltiog fmm the Michigan Public Service Comttlission's 
(MPSC) Case No. U-8994 (or subsquart regahtory cases) will be contemporaneously 
t n m s k d  to the special account aslwell. In the event that Wolvahe does not colfcct the fill 
DRC + 6 Mill Proceeds per kwh fir' transmission serviced related to ntail whe direct access 
customers, Wolverine will nonethdk deposit the equivalent of the DRC + 6 Mill roceeds into 
the s p d  account. 

=Y I 

I 

This entry records DRC + 6 Mill Prbceed tmnsf2ddeposits. 

Account No. Dr. Cr. 

128195 Other Special Funds; DRC + 6 Mill Proceeds ~b# 

131100 Cash, G e d  Funds I 

I 
X#l. 

ENTRY #lo I 

Interest income applicable to this s p e d  account shall remain within the account. This entry 
records the monthly interest income earnings on the special account. 

Account No. Dr. Cr, 

128195 Other Special Funds4 DRC + 6 Mill Proceeds I 

419195 Interest and Dividend Income, DRC + 6 Mill Proceeds I xxx 
- 1 

I 

I 

JUN 19 '97 12:40 PRGE. 004 
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Exhibit B - contd. 

ENTRY #I1 

This entry records monthly h t c d  expense applicable to the Fumi II related debit. 

Account No. Dr. Cr. 

427195 Interest on LT Debt, CFC - Debt Restrua. Notes, Fenni 11 xxx 
237195 l [ n t t ~ e  Accnred, a C  - Debt R e s t ~ n  Not* Fami II xu 

ENTRY #12 I 

In the event that the amount available &om the ~pecial account is hmfScient to meet a required 
monthly or quarterly payment to CkC applicable to the F e d  If related debt, theh the balance of 
that required payment wilt be recorded as follows. 

Account No. Dr. , 0. 
1 

128195 Other Special Fund&, DRC + 6 Mill P r o d  - 
Cash, G t n d  Fund$ 131100 I XXY 

i 

ENTXY 113 

This entry will record the monthly br quarterly payment to CFC applicable to the F e d  II related 
debt firom the s p e d  account ( a l~  t28195). The amount of  this entry may cxcced the required 
payment. This entry is linked to W e s  #9 - #12. 

I 

Account No. Dr. Cr. 

224 195 Other LT Debt, CFC - Debt Restmet. Notes, Fezmi II xxx 
237195 Interest Accrued, CFC - Debt Restnrct Notes, Fermi II xxx 
128195 Other Special lWu& DRC + 6 Mill Procueds = 

JUN 19 '97  12:40 PFIGE .005 
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JW 19 '97 12: 40Pfl WOLVERINE POP 

Exhibit B - cantd. 

The amortization'of the F d  II rdated extraordinary property loss will be acwrd monthly. The 
monthly amount will be equal to ode third (y3) ofthe principal component of the next quarrerly 
payment to CFC for the F e d  11 related debt. Ifrnolrthly debt payments are made to CFC this 
amortitotion amount will be equal to the monthly principal payment for the Femi 11 related debt. 
This entry is linked to entry #13. 

This entry is as follows: 
, 

Account No. Dr. Cr. 

407195 Amortization of Property Losses, Fermi II XXK 
182195 Extraordinary Prop- Losses, Fermi I1 = 

ENTRY #IS 

This en!xy r e ~ ~ r c l s  the tratufkr of additional F d  II related debt payment monk /into the s p e d  
account. 

Account No. Dr. Cr. 

128195 Other Spacial hnds ,  DRC + Mill Proceeds 
131100 CaPh,ChdFundj 

ENTRY #16 I 
Tbis entry recofds the amorbtion~of the e x t r a o r d ' i  propmy loss and the payment of 
additional Fenni II related debt. Thlis entry is linked to entry #15. 

Account No. Dr. Cr. I 
407195 ~mortization of~roberty LOSSCS, ~ a m i  II x#( 

224195 Other LT Debt, Restnrct. Notes, Fexmi II XJK 
182195 
128195 

JUN 19 '97 12 :40  



JUN 15 '97 O1:WPR WOLVERINE POWER 

J U N  19 '97 13:04 

By ApriI 30 following the tnd of each calendar ytar, Wohrcrine will ~ r l e  with the Michigan 
Public Service Commission and the Attorney Gtrrtral omcw tbe foUowing Adnual 
Reporting Requirements J 

1. A schedule of calendar yeat bied bebt ~estnrchlring Charges (DRC) segregated by 
month and (if applicable) also split: between sales for resale and transmission revenues. 
Any adjustments will include an e4planation. , 

1 

A schedule of calendar year bided k Mill proceeds segregated by month mdl (ii applicable) 
also split between sales for resdc &id tr~mksion nvermer. Any adjustmdts will include 
an explanation. 

2. A calendar year reconcifiation of the Other Spesial Funds, DRC + 6 Mill Prc)ceeds 
Account (ate 128 195). The fecon&ation will include the initial balance and lthe actual 
month-end balances applicable to the F d  ll related debt. The monthly *actions will 
separately state: I 

a date and amount of b e  DRC deposit, and 
I 

b. date and amount of#e 6 Mill Proceeds deposit, and 
c. date and amount of p e r a l  fbnd deposit necessary to accomapodate the 

inmBicieat h d s  f@ the required Fcrmi II related debt service payment 
(entry #12), and 

d. date and amount of &eneial a d  deposit for additional Fermi related 
debt service paymen! (entry #lS), and I 

e. deposit of interest e$iaed, and I 

f. date and amount of Fermi I1 related debt payments (entry #13). 

Any other transactions or adjustmutts applicable to the Femi 11 related Other Special 
Funds Account will be fully explain#! and justified. 

I 

In the event that Special Funds dm 'includes h d s  not applicable to the F& II related I, debt, then segregate the monthly bo k balances by each applicable other spedal h d .  

Exhibi t  k, p 1 
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Exhibit C - Annual Reporting IRtquirements - contd 

3. A calendar year reconciliation oflthe booked F d  XI related debt. The redonciliation .Hill 
include the initial balance and dad W d  month-end balances. The r n ~ n t h ~ ~ t r a n s a c t i o ~  
will sepahtely state: 

a. interest accrued (&try #1 I), ad 
b. debt payments from Other Special Funds (entry #13), and 
c. additional principal payments (entry #16). 

Any other transactions or adjus-s applicable to the F e d  XI related debt will be filly 
explained and j a e d  Differends (isany) between the book balances of $mni It related 
debt and the applicable monthly or quarterly balances per the lendex will M M y  
reconciled also. 

4. A calendar year reconciliation of the Extraordinary Property Losses, Fermi II Account - 
182195. The reconciliation will Wude the initial balance and the actual month-end 
balances applicable to the Permi I$ related debt. The monthly transactions &ill separately 
state: 1 

4 

a the amortization applicable to the required Fermi It rclated 4ebt payments 
(entry #14), and 

b. the a m o h t i o n  applicable to additional Fenni ll I I e d  debt payments 
(w 6). 

Any other transactions or a d j u s v b  applicable to the Fermi 11 related Ex(raordininary 1 
Property Loss will be fully explaiaed and justified. I 

; I 

In the event that Extraordinary Pioputy Losses also includes losses not applicable to the 
F e d  1I related debt, then segreg4te the monthly book balances by each applicable 
extraordinary property loss. 

5. A calendar year schedule of the Aborbtion of Prop* Losses, F e d  I1 &count - 
407195. ! 

I 

In the event that Amorbtion of hroPerty lours ako includes amorbtioh not 
applicable to the Fend If related debt, then segregate the monthly expense by each 
applicable amortization of pro pert^) loss. 

I I 

I 

I 
I 

I 1 
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A p r i l  17,  1997 

M r .  Te r ry  K. Lautner  
P r e s i d e n t  
Wolverine Power Sl~ppl y Cooperative,  Inc. 
P.O. Box 229 
C a d i l l a c ,  Michigan 49601 

Dear M r .  Lau tner :  I 

0 
We have r e c e i v e d  a fax of your and Mr. Richard Walsworthfs l e t t e r  
d a t e d  A p r i l  4 ,  1997, out1.i ningl Wolverine Power Supply 
c o o p e r a t i v e ' s  (Wol.verine) l a t e s t  deb t  s e t t l e m e n t  p roposa l .  A t  
t h e  last meet ing between t h e  Government and Wolverine on A p r i l  1, 
1997, a t  t h e  o f f i c e s  of t h o  Nakional Rural  U t i l i t i e s  Cooperat ive  
Finance Corpora t ion  (CFC) , t h e  Government informed you anid o t h e r  
r e p r e s e n t a t i v e s  from Wolve r ine ' t ha t  it  had s e t  f o r t h  irs j l a s t  and 
f i n a l  p r o p o s a l  t o  Wolverine. he a r e  no t ,  t h e r e f o r e ,  i n  a 
p o s i t i o n  t o  entertain a countex proposa l  from Wolverine. The 
purpose of t h i s  l e t t e r  i s  t o  r e s t a t e  t h e  Government's A p r i l  1, 
1997, p r o p o s a l  f o r  t h e  settlement of Wolverine's ou ts tanding  
indeb tedness  t o  t h e  Government. 

The t e r m s  of o u r  f i n a l  proposaL a r e :  

1. Scheduled A Note and B Notb payments con t inue  when anh a s  due 
up t o  and i n c l u d i n g  t h o  c l b s i n g  date  for t h i s  t r a n s a c t i o n .  
Payments w i l l  be a p p l i e d  i n  Lho normal f a sh ion .  

2 .  Schedulcd payments on t h e  2 pe rcen t  deb t ,  5 percen t  debt and 
Fade ra l  F inanc ing  Bank (FFB) u n r e s t r u c t u r e d  debt  con t inue  
when and as due u p  t o  and Lncluding t h e  c l o s i n g  d a t e  f o r  t h i s  
t r a n s a c t i o n .  ~ a y m e n t s ' w i l i  be appl ied i n  t h e  normal fashion. - - - 

@ 3 .  A t  t h e  c l o s i n g  date f o r  Chi3 t r a n s a c t i o n :  

A. The o u t s t a n d i n g  p r i n c i p a l  ba l ance  of the A Note wi th  
acc rued  i n t e r e s t  w i l l  be p a i d .  

Exhibi t  D, p 1 
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B. The requirement for B Note payments, as described in 
No. 1 above, remains. llowever, if closing occurs in the 
interval between B Note payment obligations, a prorated 
payment obligation will be waived, Tn any event, at 
closing any future B Note obligation is extinguidhed. 

C. The 2 percent and 5 percenL debt w i 1 . 1  be prepaid ;at: a 
discount under Rural d,tilitics Service (RUS) regu'1ation.s. 

D. The FFB unrestructured debt will be repaid pursuaht to 
the terms and conditions of t h e  FFB notes. 

E, No K U S  lending for 10 years. After a 10 year period, 
HUS lending will be cohsidered under agency regulations 
and policies in effect1 at that time, 

F. 'the "962" loan will be: terminated. 

* G. No bonuses for employees or directors of Wolverine are to 
be paid .in conjunction with the debt; settlement; 
transaction. 

N. RUS will release all cdaims against Wolverine. I 

T. The ability of Wolverine's distribution systems t h  borrow 
from RUS wi1.L noL be ctianyeci by this tral~sact.ion. 

We believe this proposal represents significant benefits to 
Wolverine. Both KUS and CFC, whom we believe has approved 
Financing for t.hj.3 proposal subject: to certain conditions 
outlined to you, consider this proposal to be a viable resolution 
to Wolverine's situation. If tho terms of thc G'overnmentls 
proposal are acceptable t.o Wolberine, we will axpeditious~y 
process this settlement for administrative approval. 

Sincerely, 

Thomas W. Stevenson, Manager 
R i c h a r d  Walsworth, Senior Vice President * National Rural Utilities CaoperaCive Finar~ce Corporation, 

John Li.st 
I 

I 

Dcpart~ncrlL of J u s t i c e ,  James G 1  Uruen 
Office of General Counsel- ~ i c d a a l .  W. Kelly 

Exh ib i t  D, P 2 



Wolverine Power Supply Cooperative, Inc. 
Financial Forecast 

Existing Debt 

I 

Fixed Obligation 
RUS 2% Notes RUS 5% Notes Mortgage Note FFB -Notes CFC - Notes Load Growth Note 
Debt Service Debt Service Debt Service Debt Service Debt Service Debt Service 

interest Rate 

Debt Service ~tesent Value 
Total 
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@ WOLVERINE POWER SUPPLY COOPERATIVE, INC. 
RESTRUCTURED DEBT 

lntere$t Rate 

Refinanced Current 
Year Fermi 2 Debt Non-Fermi 2' CFC - Notes Debt Service Present 

Ending Debt Service Debt Service Debt Service Total Value 

Total 126,448,900 
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Dated: June 12,1997 

I I 

I 
WOLVERINE P O m  SUPPLY COOPERA.TIVE, INc. 

BOARD OF DIRECTORS RESOLUTION 

i 
I 

WHEREAS, Wolverine Power Supply Coopkativt, Inc.  wolverine'^ has Wcd an app4catio~ before the 
Michigan Public Stsvice Commission ('Michkgan Commission '7 in Case No. U-11335; and 

WHEREAS, said application requests authority to implement a 3.76 mills pa kWh surcharge for the purpose 
of accelemting thc pay off of Wolverine's F d  2 related debt; and 

WHEREAS, Wolvainc and the ather partiqs 40 Case No. U-11335, i.e., Attomey Gcmal Rank J. Kellcy and 
the Michigan Commission StaCLJ are in the Mcess of finalizing a s w  agreement in sa$d docket; and 

WHEREAS, if tho scttlancnt agreement is approved by the Michigan mwnissian, wolverine's' raks will include 
9.76 mills per kwh in its rates for Fcrmi 2 dated debt, i..e, 6.00 mills pcr kwh approved by the Michigan 
Commissiaa in its May 26, 1988 order in We No. U-8994 plus the 3.76 mills per kwh tc, be authorized in 
pending Case No. U-11335; and 

WHEREAS, it is the intent of Wdvehc and ids six mtmbes systems that the 9.76 mills per #Whrtz&zmccd in 
the prior paragraph be discontinued and run~ved h m  Walv&'s ratcs immediately upbn the pay off of 
Wolverine's Fermi 2 rclaced deb$ and 

I 

WHEREAS, the proposed settlement agreemat in Caw: No. U-11335 includes the following language: 

"The Boar& of Directors of Wolverine and its member cooperatlvPs haw 
executed resolutions commftting Wolverine to elfmjnation of 9.76 mills per 
kWhfiom its rate smtcture when its Fermi 2 related debt fspaid o fby  not 
later than 2004, which r~olutions are attached as Mib i t  F, and 
Wolvarine 's member-coopetatives shall pass the 9.76 mill reductioq 
through to their C U T ~ ~ M C ~ S .  AlI the new loan agmment9 and notes with CFC 
shall incorparate language nqjiring Wolverine to eliminate its 3.76 mills pu' 
kWhsurcharge and to ehhatdthe mountof6.0 mills pcr kWh6rom its base 
raw via a ncgativc surcharge until after its first rate case order following full 
payment of Walverjne's Fernti 2 related debt All new loan agrccmcnts and 
any rclatcd DO& with CFC shah provide that W d v e h  will be considered in 
default if Wolverine fails to &te the 9.76 mills pa kwh from its rates 
after 2004." (emphasis addedj P of Junt 11,1997 draft). I 

I 

NOW, 'lHERZFORE, BE IT RESOLVED 7I-d~ the Wolverine Board of Directors endorses the substance of 
the above quoted paragraph and adopts said c o ~ t m e n t  as its own. 

Corporate Secretary 


