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STATE OF MICHIGAN
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In the matter of the rates, terms, and
conditions for retail customers of
CONSUMERS ENERGY COMPANY
to choose an aternate electric supplier

Case No. U-12488

EXCEPTIONS OF ENERGY MICHIGAN, INC. TO PROPOSAL FOR DECISION

[. INTRODUCTION AND SUMMARY

A. Introduction

On July 30, 2001 presiding Administrative Law Judge James Rigas forwarded a Proposed
Decision in this matter to the parties of record. Pursuant to the direction of Judge Rigas, these
Exceptions of Energy Michigan have been filed August 13, 2001. Failure to except to additional
rulings of the Law Judge or statementsin the Proposal for Decision (PFD) should not be construed

as agreement or acceptance of those positions.

The Exceptions below are set forth with the same Issue numbers and titles used by the

Administrative Law Judge.

B. Summary of Six Key Issues Which Must Be Addressed by the Commission

The PFD addresses 37 tariff issue. While Energy Michigan excepts to 13 of the proposed

decisions, six issues are of critical importance to the competitive industry:

1 10 day period to cancel AES contracts: PDF Issue #8



The PFD alows al customers a 10 day period to cancel AES contracts for any

reason. Cancellation should only be allowed where slamming has occurred.
2. Shut off: PED Issue #11.

The PFD rejected Staff's proposal requiring Consumers to shut off AES customers
for faillureto pay bills. An AES should be given the same right to shut off as Consumers or

Consumers should have to take the AES customer back with no notice period.

3. Ability of marketers to contract for transmission: PED |ssue #29.

The PFD adopts Consumers new |anguage which prevents use of aseparate marketer

entity to purchase transmission and sell to multiple retailers as is used by Detroit Edison.

Marketer entities should be allowed to purchase transmission and use the capacity most

efficiently by combining retailer loads.

4, Retailers should be allowed to aggregate multiple loads on point to point service:
PFD: Issue # 30.

The PFD rejected Energy Michigan'srequest that point to point transmission service
be made available to aggregate loads as it is on the Edison system. The decision to allow

aggregation at the distribution level is within the authority of the MPSC. Aggregation of
point to point loads should be ordered by the Commission because it allows more efficient
use of transmission. If point to point |oads cannot be aggregated, the AES must use network
service which requires inefficient or unredlistic fixed transmission paths and specific

generation resources. These limitations increase costs.

5. Mandatory processing deadlines and waiver of telemetry requirement: PED Issue #
31



The ALJ rejected Energy Michigan's proposals for an ROA processing deadline of
15 days and that telemetry be waived for customers with lessthan 1,000 kW. Waiver of the
small load tel emetry requirement would removethe only legitimate reason that utilitiescan't

be required to meet a 15 day processing deadline.

6. Revise load profile charge structure and use of managed load profiles: PFD Issue #
32

TheALJregected Energy Michigan'sproposal sfor cost based | oad profilechargesand
to develop profiles for managed small customer loads. Consumers current load profile
charges make small customer service unaffordable and literally discourage small customer

load management.
[I. DETAILED ENERGY MICHIGAN EXCEPTIONS TO PDF
The Exceptions of Energy Michigan to the PFD are listed below in the same order as

presented by Judge Rigasin hisJuly 30, 2001 PFD. All tariff references are to the Staff markup of
the Consumers tariff - Exhibit S-15.

PFD Issue# 6: Capacity Bidding Procedures Exhibit S-15, Sheets F20.00, F21.00 and
F22.00

a PFD
The ALJrejected Staff's proposal to delete language in the Consumerstariff stating
that “theretailer shall pay ” [transition charges]. P. 8. The ALJadopted Staff's proposal to

return bid deposits by March 31, 2002 without interest. Sheet F22.00.

b. Energy Michigan exception



The ALJ mistakenly adopted language requiring retailers to pay transition charges.

Staff language deleting the retailer obligation to pay transition charges prior to 2002 should
be adopted because the Commission has already so ruled in Case U-12505. October 24,
2000. Seep. 44-45, ordering Consumersto initiate direct billing for transition chargesto
customers, not retailers. Bid deposits should bereturned with interest. Otherwisethe utility
holding the depositsis unjustly enriched.

PFD Issue# 8: Retailers Obligations (S-15, Sheet 14.00, Sec. 3.1)

a  PFD

The ALJ adopted four Staff proposals regarding Sec. 3.1. As part of the changes
adopted, 3.1 B was amended to give an absolute right for ROA customers to cancel

enrollments within 10 days to prevent slamming. PFD, p. 10-11.

b. Energy Michigan exception

The Staff anti-slamming language adopted by the ALJ is susceptible to
misinterpretation that could cause severe financial damage to the competitive market. If the
10 day cancellation period is used to confirm whether the customer was slammed or not and,

if so, to cancel the enrollment, the requirement appears appropriate. If, however, the 10 day

period allows the customer to cancel an AES contract for any reason whatsoever including

achange in market prices, the impact could be devastating.

If ROA customers, including large commercial and industrial customers, receive
binding price quotes from marketers and sign a contract on that basis, an AES would have
to cover the obligation by purchasing power for that customer at a fixed price. A 10 day
cancellation period for price reasons would allow such customers to cancel contracts if

another, better price became available due to market fluctuations. If customers cancel an



AES contract just because the market now offers a better price, the AES would beleft with
a binding obligation to purchase power but no customer to pay for the power. A 10 day
unconditional cancellation requirement would also alow Consumersor any other utility the

opportunity to undercut binding AES prices or terms offered to the ROA customer.

Energy Michigan urges the Commission to modify the second sentencein 3.1B so
that it reads,” ConsumersEnergy providescustomerswith pending enrolImentswith aretailer
a 10 day notice period in which the customer may cancel the enrollment before the switch

is executed only if the customer has been slammed”.

An alternative would beto the 10 day cancellation period to three days which would
be applicable only to un aggregated residential customers per Energy Michigan Comments
in the Disclosure Standards Docket U-12487.

PFD Issue# 9: ROA Standby Rate (S-15 Sheet F33.00)

a PFD

The Law Judge adopted Consumers proposed ROA SB (standby) tariff priced at
market cost plus 10% with Staff changes which clarified that the highest incremental cost
must apply to the hour used by the customer. The ALJregected by ABATE's position that
the 10% markup be deleted because it is inconsistent with 2000 PA 141, § 10b(4) which
states that standby is to be provided at market cost not at market cost plus 10%. The ALJ
also rgjected as burdensome and unworkable. Energy Michigan's proposal that the
incremental costs charged for standby relate to the amount of standby service actually used,
not just the highest single Mwh. PFD, p. 12-13.

b. Energy Michigan exception



The 10% markup on standby serviceisaviolation of 2000 PA 141, § 10b(4) which
clearly statesthat standby service must be provided at market cost, not market cost plus 10%.
Energy Michigan Brief, p. 32, Reply Brief, p. 39-40.

Also, itisunfair to charge all standby customers at Consumers' cost for the highest
singleMwh of power. If, for instance, 500-1000 Mwh of standby were used and the average
cost of power was substantially lower than the most expensive 1 Mwh. Consumers would
be unjustly enriched by charging at the cost of the most expensive Mwh. Consumers has not
proved that the Energy Michigan proposal to chargeat Consumers average pricefor standby
power isunworkable. Thefairness of the Energy Michigan proposal providesacompelling

argument for adoption. Energy Michigan Brief, p. 32.

PFD Issue# 10: Optional Billing Charges (S-15 Sheet F9.00 and F10.00, Sec. F2.6 and Sheet
15.00, Sec. F3.5)

a PFD

The ALJrejected Staff's revisionsto the tariff language which would have included
specific pricing and terms for complete billing that derive from an Edison complete billing
proposal. Instead, the ALJ proposed that acompl etebilling option be*“included [in thetariff],
structured and priced in accordance with the optional billing service being offered today by
Consumers’. PFD, p. 13-15.

b. Energy Michigan exception

Energy Michigan excepts to any interpretation of the ALJs PFD language which
would place a detailed description of Consumers competitive service offering in a tariff
which describesthe prices and termsof that offering . Inclusion of thisdetail in an approved

tariff gives Consumers an advantage over its competitors whose prices are not revealed to



ROA customers. Energy Michigan Initial Brief, p. 30.

PFD Issue# 11: Customer Service Shut Off (S-15, Sheets F11.00 and F16.00, Sec. 2.7 and
F3.5C)

a PFD

The ALJ rejected a Staff proposal which required Consumers to shut off service to
AES customers who are terminated by the AES for failure to pay bills. Such customers,
according to Staff, would be taken back by Consumers. Staff interprets Sec. 10t of Act 141
asproviding that the AES may request that Consumers shut off service. Staff hasargued that
Sec. 10t(4) does not prohibit such requested shut offsfrom being carried out by Consumers

consistent with the requirements of the shut off protection plan, etc.

b. Energy Michigan exception

Sec. F3.5C(1) and (2) (Sheet F16.00 of Staff Exhibit S-15) was rewritten by
Consumersto deny shut off of AES customerswho are current in paying the Company's bill
for distribution service but are delinguent in paying the AES hill. Note that F3.5C1 states

that Consumers is the only entity allowed to physically shut off service to a customer.

Consumers new languageregarding shut off createsaCatch-22 situation. Consumers
isthe only entity allowed to physically shut off service. F3.5C(1). However, Consumers
new rulestatesthat it will not shut off serviceto acustomer who iscurrent on the Company's
bill but isdelinquent onan AES hill. F3.5C(2). Finally, to add to the confusion, Rule F1.8
(Staff Exhibit S-15, Sheet 3.20) provides that termination of Retail Open Access service to
a customer can be initiated by a retailer or a customer only upon 30 days notice. The
customer would be returned to Consumers. See PFD, p. 18 approving Saff F1.8. These

rules force an AES to provide an additional 30 days of service even after it has decided to



terminate service by returning the customer to Consumers. Consumers does not have to

provide 30 days notice of termination to customers.

It isimportant to note that the Consumers language stating that it will not terminate
service where a customer is current in its Consumers distribution bill but delinquent in the

AES hill isabrand new proposal not existing in the current ROA tariff. Energy Michigan

Reply Brief, p. 23-24. Consumers proposes to place the AES in a position that Consumers
would not find tolerable: the AES cannot terminate service even if the customer doesnot pay
its bill.

Consumersrevisionsto F2.7 and F3.5C are unreasonable. If Consumersisthe only
entity allowed to physically shut off service and Consumersis allowed to shut off service

where a customer does not pay the Consumers bill, then this right to shut off must be

extended to the AES as well. The Staff recommendations accomplish this objective and
therefore should be adopted.

Asan alternative, if Consumerswill not allow the AES to shut off service for non-
payment, thetariff should clearly providethat where AES customersare delinguent in paying
their bills, such customers may beimmediately (not on 30 day notice) returned to Consumers
by the AES.

PFD Issue# 12 Return to Service (Exhibit S-15, Sheets F8.00 and F9.00, Sec. F2.5)
a PFD
The PFD adopts the Staff position on Return to Service which allows return on one
month notice at tariff rateswith aminimum term of 12 months. The ALJrejected the Energy

Michigan proposal to allow return on 15 days notice for a minimum term of three months

where there has not been an increase of 2,000 MW of firm transmission capability into the




Detroit Edison / Consumers control area. PFD, p. 16-18.

The ALJ also proposed adding the language proposed by Staff to Rule F1.8, Staff
Sheet 3.20 alowing the retailer or customer to initiate termination of service on 30 day

written notice. PFD, p. 18; See Energy Michigan Comments on PFD Issue #11.

b. Energy Michigan exception

Where a customer fails to pay AES bills, it is Energy Michigan's position that the
AES should be allowed to terminate service on the notice period contained in the customer-
AES contract. |F the Commission will not adopt this position, the AES should be allowed

to return the customer to Consumers with little or no notice. See Issue #11 above.

Energy Michigan witness Polich testified that the Staff proposal, except for non-
payment of bills, is appropriate under normal conditions. However, there have been
shortages of transmission capacity in the past which have madeit impossiblefor competitors
to continue offering serviceto open accesscustomers. Under these circumstancesitisalmost
certain that ROA customerswill beforced to return to the Consumers system and subjected
to long notice provisions and obligationsto remain on utility servicefor 12 months. Polich,
2 Tr 107-08.

Where transmission capacity has not been increased 2000 MW by 2002 as mandated
by PA 141, it isentirely reasonable to allow ROA customers to return to tariff serviceon a
15 day notice and to require a minimum stay of only three months as opposed to the 12 in
the Staff proposal. Once transmission capacity has been increased by 2,000 MW, the more
lenient Energy Michigan return to service provisions would be del eted and Staff's proposal

would become operative. Energy Michigan Brief, p. 15-17; Reply Brief, p. 12-15.



PFD Issue# 16: Third Party Costs (S-15 Sheet 3.20, Rule F1.7)

a PFD

The Law Judge rejected Staff's request to delete Sec. F1.7 which states that the
customer or retailer will compensate Consumers for third party costs as a result of the

customer's or retailers failure to meet their obligations under the ROA program.

b. Energy Michigan exception

The Staff proposal to delete Sec. 1.7 should be adopted. The Consumers liability
language is so broad that it could lead to claims for enormous and unpredictable damages.
Thetariff does not subject Consumersto the same standard of liability toretailers. Energy

Michigan Reply Brief, p. 20.

PFD Issue# 17: Termination of Service (S- Exhibit 15, Rules F1.8, 2.1 and 3.1, Sheets 3.4,
4.0 and 14)

a PFD

The Law Judge adopted a Staff proposal to allow termination of ROA service on 30
days written notice and, in addition to making this applicable to retailer termination of a
customer (see #11 and #12 above) also extended the right to terminate ROA service on 30
days notice to the customer or Company and allowed the Company or retailer on 30 days
notice to terminate ROA serviceto aretailer in Sec. 3.1. PFD, p. 21-22.

b. Energy Michigan exception

The Staff proposal is generally acceptable with two exceptions:. First, as discussed

10



in Issue #11 above, customer failure to pay AES bills should be an exception to the 30 day
notice requirement. Consumers is not subject to a 30 day notice as regards shut offs. An
AES hills customersfor 30 days of service already rendered. The bill does not become due
until the 20th day of the billing month. 1f 30 days notice of termination must be provided,
the customer will havereceived at | east three months of service prior to termination for non-
payment. Termination of service, whether through shut off of service or, if shut off is not
permitted, through transfer to Consumers should be allowed immediately after delinquency
as provided by the AES-customer contract except in the case of residential customers

covered by the shut off protection plan.

Second, Staff's language seems to allow Consumers to shut off the AES on 30 days
notice at whim. The phrase “for good causes shown” should be added to Staff's proposed
language regarding shut off of an AES.

PFD Issue# 19: Metering (S-15 Sheet F4.00, Rule 2.2)

a PFD

The AL Jaccepted the Staff changesto thisrulewhich provide proceduresintheevent
that meter data cannot be accessed, including use of a$12 manual read fee. The ALJagreed
with the Consumers' exception that a specific $12 charge should not be established since

thereis no record basis for the charge. PFD, p. 23.

b. Energy Michigan exception

Energy Michigan agrees that a manual meter read fee should not be established but,
asdiscussed in #31 below, believesthat tel emetry should not be required for customerswith
demand of less than 1,000 kW. In those instances, the manual read procedures which are

already in place should be continued at no additional charge. Energy Michigan Issue #3,

11



Brief, p. 9.

PFD lIssue# 29: Requirement That Retailer Contract for Transmission (ROA Sections 3D(7)
and (8) corresponds to S-15 Rule 3.1G and H, Sheet F14.00)

a PFD

Detroit Edison allows marketer entities to purchase transmission and serve multiple
AES retailer entities which purchase distribution services. However, Consumers requires
the retailer to purchase both transmission and distribution services. Energy Michigan
proposed that a marketer entity be permitted to purchase transmission capacity so that it
could aggregate or combinetheloads of multipleretailersto achieve ahigher load factor than

requiring each retailer to purchase its own transmission service.

The Law Judge rejected Energy Michigan's proposal that retailer / AES entities
should not be required by Consumers to contract for both transmission and distribution
service on the grounds that the available forms of transmission service do not provide the
type of aggregations requested by Energy Michigan. PFD, p. 32-33.

b. Energy Michigan exception

See #30 below.

PFD Issue # 30: Aggregation of Multiple Loads Under Point to Point Transmission Service
(S-15, Sheet F3.00, Rule 1.4(qg) and (r))

a PFD

Consumers prohibitsretail ersfrom aggregating multiple customer loadsinto asingle

12



combined transaction for transmission scheduling under point to point service. Only network
service can be used to aggregate loads. This is a problem because use of network
transmission service requires retailers to demonstrate that they have procured firm annual
power suppliesand firm transmission which is often not availableinto the Michigan system.
Therefore, the precondition for use of network service may not be met with network service
and Consumers refuses to allow aggregated loads with point to point service which can be
used without firmtransmission. Theresult hasbeen aninability to useany transmission such
aswas the case in the summer of 2000. The ALJrejected Energy Michigan's request based
upon Consumers representationsthat thisisa FERC issue and that Energy Michigan has not

demonstrated that network service will not be available as an option. PFD, p. 33-35.

b. Energy Michigan exception to #29 and #30

Energy Michigan believes the Law Judge erred in severa areas regarding the
conclusionsreached in Section 29 and 30 of the PFD. Wewill address both sectionstogether
because of the strong interrelationship of the two issues. In essence, the PFD adopted a
position based upon the premisethat Energy Michigan wasrequesting achangeinthat would
allow aggregation of retail customer loads at the transmission level, when in fact the
aggregationwould occur at thedistributionlevel. Theconfusion arisesbecausetheissuewas
addressed under the discussion of treatment of Point-to-Point Transmission service. We
believe the position in the PFD iswrong and will significantly harm the Retail Open Access

program for the following reasons:

I Consumers requires Retailers to sign for distribution services under their

contract; “Electric Customer Choice Distribution Agreement - Retailer”

The Law Judge erred in Section 29 of the PFD in accepting Consumers
statement that it does not require Retailers to contract for distribution services.

Consumers requires al Retailersto sign a“Retail Open Access Service Contract,”

13



as referenced in section F3.D.(10) of Consumers proposed retail Open Access
Service Tariff. Thisdistribution contract isnot an agreement required, authorized or
even seen by FERC. Thus, Retailers are performing distribution services even in
Consumers eyes, under an MPSC authorized contract and these services are subject
to MPSC jurisdiction.

ii. Consumers already requires aggregation of retail loads for Retailers using
Point-to-Point Transmission service under the Retail Open Access Tariffs
ROA-R and ROA-S.

In the Retail Open Access Program, under Tariff ROA-R and ROA-Sand as
required in section F5.4, customers without monthly demand and energy hourly
recording meters, are aggregated into asingleload profile and thoseload profilesare
provided by Consumersto the Retailers. Under these provisions, Consumers hasto

take the following steps.

@ Add up the total usage of small customer loads for each Retailer
(aggregated small customer load), asmetered at thedistribution level.

2 Derive astandard load profile for customers with small retail loads,
using statistical sample metering of several of these type of retail
customers, aso at the distribution level.

3 Apply the load profile to the Retailer’s aggregated small customer
load to establish the Retailer’'s Load Profile.

The Retailer then uses this Load Profile for the purpose of scheduling
transmission service under Consumers OATT. Retailers can usethisLoad Profile
for scheduling transmission service under Consumers’ Point-to-Point Transmission
Service. Thus, Consumers has chosen to implement aggregation at the retail level

for one class of customers but isrefusing to allow Retailers to perform aggregation

14



for other retail customer loads.

iii. Retailers schedule power deliveries to the transmission system as a single

point of delivery.

TheRetailer schedulespower into Consumerstransmission systemasasingle
point of delivery. Each retailer is supplied asingle “Sink”, which is a scheduling
point for the delivery of power to Consumers transmission system. Thisisrequired
by Consumersunder their practicesfor power delivery scheduling. When scheduling
Point-to-Point Transmission Service, Retailers schedule their deliveries to the
Consumers grid as delivery to the Sink point. For Consumers to further require
Retailersto schedule deliveries of power to individual retail customer meters under
Point-to-Point Transmission Service in itself crosses jurisdictional boundaries
because the Retailer in effect is scheduling power delivery within the distribution
network, not to thedistribution network. For Consumersto properly comply withthe
jurisdictional separation it is trying to enforce, it would have to establish each
interface with substations that transmit the power to the distribution system as the
point of delivery. Even if Consumers does this, it would still have to alow the
Retailer to aggregate all retail loads served beyond that interface point to follow its
own OATT requirements. It would also need to reviseitsOATT to make thisanew
requirement. Thus, Consumers arguments that the aggregation of retail customer
loads violates its OATT isfalse and should be rejected.

iv. The aggregation occurs at the distribution level.

Retail customers are served by a distribution system (except for some very
large customers), that is served from the transmission system. The transmission
system deals with the combined loads of all the points of interface with the various

distribution system and other transmission system interfaces. Consumerstotal load

15



isthe aggregation of theseloads. Supply to the transmission system for Consumers
own loads is scheduled based upon the load on the transmission system. In fact,
Consumers operatesitstransmission system asasingleload entity, adjusting itsown
generation resources to maintain system stability and integrity. Retailers pay for
these servicethrough the Ancillary servicesof the OATT. Inredlity, the aggregation
of retail customer loads occurs at the distribution level, not the transmission level.
Once aRetailer has delivered power to the Transmission System, the delivery to the
point of interface with the distribution system is assured. The distribution system
transfersthe load to the end user. Thus, aggregation of retail customer loads occurs

at the distribution level not the transmission level.

V. Detroit Edison allows aggregation of retail customer loadsfor Point-to-Point
Transmission service under the same OATT language approved by FERC.

Thetermsdefining Point-to-Point Transmission Servicefor all Transmission
Service Providersweredefined in FERC’ s Order 888 and have beenincludedin each
Transmission Providers OATTs amost verbatim. Edison's International
Transmission Company’s and Consumers Michigan Transmission Company’s,
OATTsinclude the same language for rules governing Point-to-Point Transmission
Service. Sincetheserulesarethe same, then Consumers argumentsthat aggregation
of retail customer loads under Point-to-Point service would apply to Detroit Edison

aswell. Yet, Detroit Edison allows and encourages Retail ersto aggregate all of their

retail loads for scheduling of Point-to-Point Transmission Service. Consumers

argumentsfor not allowing aggregation of retail loadsbecauseit isnot allowed under
its OATT nor authorized by FERC isnot valid.

Vi. FERC does not have jurisdiction over aggregation of loads at the retail

customer level.

16



Thejurisdictional split between Consumers transmission and distributionwas
approved by theMPSC. The MPSC established jurisdiction over retail loads, served
at the distribution level. Since aggregation of retail customer loads occurs at the
distribution level, the MPSC has jurisdiction over the decision requiring Consumers

to allow Retailers to aggregate retail customer loads.

Vii. IntheDirect Accessprogram, Consumersaggregated all retail customer |oads
of aRetailer at the transmission level for scheduling purposes and uses the

same practice for ROA Program.

In the Direct Access program, Retailers were required to schedule all power
suppliesto asingle” Sink” on Consumerstransmission system. Further, scheduling
of individual customer |oadswas done outside of the transmission scheduling system,
Open Access Same-Time Information System. Thus, for purposes of scheduling
power deliveries to Consumers transmission system, loads were aggregated and

treated as a single entity.

For the above reasons, Energy Michigan requests the MPSC to require Consumers

toallow Retailersto be allowed to aggregate distribution customer loadsinto the Consumers

system as necessary. This will significantly reduce the difficulty of scheduling, reduce

energy imbalance charges, alow Retailersto properly schedule power deliveries and make

the program more competitive.

Without thisoption, itisunlikely Retailerswill serveindividual retail customerswith

hourly demand and energy meters because they will be required to schedule a minimum of

1,000 kW for each retail customer served under Point-to-Point transmission service. This

would create a 900 kW hourly energy imbalance for every 100 kW retail customer. This

simply does not work.
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PFD Issue # 31: Mandatory Enrollment Processing Deadlines and Waiver of Telemetry

a PFD

The ALJreg ected the Energy Michigan proposal that Consumersberequiredto switch
acustomer to open access service within 15 days of an enrollment and if that deadlineis not
met that the AES should be allowed to commence energy deliveries on the 16th day. The
ALJ aso rejected the Energy Michigan proposal to waive telemetry for installations below
1,000 kW and continue use of the existing manual read process for such installations to
address Consumers' position that enrollment delays were largely caused by phone line
installation problems. PFD, p. 36

Consumers claimsthat the 15 day standard can be met with one exception involving
small customers who switch from one internal billing system to a different internal billing
system. For these customers, Consumers states that the switch must be made on the
customers normal meter read day which can be anywhere from one to 30 days from

enrollment. Consumers, however, does admit that the time to accomplish the switch will

be dependent on the time taken by the customer and its phone company to install telephone

lines. Based upon these assertions the Law Judge rejected the Energy Michigan proposals
for mandatory deadlines and waiver of telemetry. The ALJ concluded that the necessity for
adeadline has not been demonstrated and that it has not been shown that the time required

to switch a customer to ROA service had been troublesome. PFD, p. 37.

b. Energy Michigan exception

The ALJ's rgjection of mandatory enrollment deadlines and waiver of telemetry is
based on afinding that the necessity for such adeadline has not been demonstrated and it has
not been shown that a time required to switch a customer to ROA service has been

troublesome. PFD, p. 37. Two credible sources of information contradict the basis for the
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recommendation of the ALJ:

i Mr. Richard Polich isaprofessional in the competitive electric market who
has attempted unsuccessfully to gain timely enrollment of hiscustomers. Hetestified
supporting the necessity of a deadline to enforce rapid processing. 2 Tr 125. Itis
also Mr. Polich's expert opinion that one reason enrollments cannot be processed
rapidly is related to the Consumers requirement for installation of telemetry phone
lineson all ROA meters. Energy Michigan Brief, p. 29-30. Consumerseven agreed

that installation of telemetry phone lines takes a long time and is not within the

control of Consumers Energy. Consumers Brief, p. 40-41. The Energy Michigan

Reply Brief concluded that Consumers was unable to process even tiny volumes of
ROA applications and that this situation was scandalous after the expenditure of

scores of millions of dollars. Reply Brief, p. 7.

However, the ALJ chose to give Mr. Polich's evidence less weight than the
assertions of Consumers that all was well and that there would be no problems

implementing the ROA program.

ii. In June of 2001, the MPSC Staff released a report summarizing their
investigation of the Consumers Energy Retail Open Access enrollment process (the
Staff Report).* Among thefindingsare: 1) it has generally taken about 50-90 daysto
completetheenrollment process. Staff concluded that therangewas excessive (page
1); 2) interviews with customers, aggregators and AES entities relate a genera
impression that the Consumers enrollment process has been wholly inadequate

during the startup period (page i); and, 3), Staff is still concerned whether

Consumers enrollment procedures and systems will be capable of handling much

larger numbers of customers in the future when full open access becomes available

1 MPSC Staff Report on Investigation of Consumers Retail Open Access Program Customer Enrollment
and Supplier Support System and Processes. June 2001.
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to all Consumers customers January 1, 2002. Staff also noted that even with major

changes, the Consumers system still had gaps that prevent complete tracking (p. ii).

Thanks to the Staff Report, there cannot be any doubt that Consumers has a
serious problem completing ROA enrollments on atimely basis. There aso cannot
be any doubt that the requirement for telemetry particularly as it regards smaller
customers, will continue to be the major obstacle to predictable and timely
enrollment. These obvious conclusions from the evidence presented by Mr. Polich
and contained in the Staff Report support the Energy Michigan recommendationsfor

enrollment deadlines and waiver of telemetry requirements.

Waiver of telemetry simply places Consumersin the same position regarding
ROA customers with demand meters as has been the case for sales customers with
demand meters. Sales customers below 1,000 kW with demand meters have no
telemetry now. Consumers should be able to continue to read these meters and

provide dataat an acceptabl e cost when the sal es customer switchesto ROA service.

If the Energy Michigan solution of deadlines and telemetry waiver is not
adopted, what solution will the Commission adopt? The failure of both Consumers
and Edisonto achieverapid and predictable ROA enrollment must be corrected with
new incentives which will create a significant financial downside for failure to
improve enrollment efficiency. A time deadline which can be enforced by the legal

sanctions contained in PA 141 is just such an incentive. Waiver of telemetry

requirementsfor customersbelow 1,000 kW of demand &liminates Consumers only

reasonable objection to a mandatory processing deadline. The Energy Michigan

proposal for enrollment deadlinesand waiver of telemetry for customersbelow 1,000
kW of demand should be adopted.
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PFD Issue # 32: Load Profiling Service (S-15, Tariff Sheets F25.00 ROA R and F29.00
ROA P)

a PFD
Energy Michigan recommended revisionsto Consumersload profiling chargeswhich

would reduce the cost of those services and proposed that Consumers be required to provide

load leading profiles based on residential or small secondary customers with managed |oad.

The ALJ rejected both of these proposals based upon the fact that PA 141 freezes
rates and that one of the alternatives presented by Energy Michigan involved expanding the
OATT deadband which Consumers claimsisan FERC matter. Consumersalso opposed the
requirement that it supply customerswho haveinterruptible managed | oadswith |oad |eading
profilesthat reflect such usage characteristics. Consumers opposition ignored the fact that
development of special managed load profiles for customers would create incentives for
small customers to use time of day and off peak pricing or energy storage services.

Consumersclaimsthese customerscan install expensivetimeof usemetersasan alternative.

b. Energy Michigan exception

There are two issues involved: the charges for load profiling and the need to offer

special profilesfor small customers with managed |oads.

Load Profiling for Managed L oads

Consumersand the ALJgave no good reasonsto reject the Energy Michigan request
for aload profile program tailored to small customers with managed loads. It is clear that
residential and other small customers can often shift load or accept interruption as away of

reducing on peak power. This point is amply proved by the Detroit Edison managed air
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conditioning load system. In theory, small customer changes in load could be tracked by
time of use metering which would accurately assess the customer's interruptions and
eligibility for lower cost service. However, the cost of time of use metering for avery small
customer would likely outweigh any savings offered. Edison has recognized this fact by

offering aretail residential load management program that does not use demand metering.

That system has not been made available to ROA customers.

Energy Michigan proposed a technically sound alternative to cost prohibitive time
of usemetering for small customerswith managed loads. Thisproposal requires Consumers
toinstall sampling meters on customerswith managed |oad and use this sample data, asthey

do for their other load profiling programs, to generate a usage profile which would be

associated with managed load. Retailers who matched deliveries to this managed |oad

profile would avoid imbalance penalties while delivering interruptible or off peak service
offerings which are available at lower cost because they use less on peak power. Energy
Michiganwitness Vail provided evidence on therecord that such asystem was practical and
technically accurate. 2 Tr 90-94. Mr. Vail's proposal to expand load profiling to small
managed |loads was not rebutted. Energy Michigan Brief, p. 14.

The evidence of record supports the need for load profiling designed for managed

loads, the feasibility of such aprogram and contains no evidence that such aprogram is not

possible. If the Commission wants small customers to increase their efficiency of use, a
proposal of the type advocated by Mr. Vail must be implemented. Expensive time of use

meters are no solution for small customers because they are cost prohibitive.

Chargesfor Load Profiling

Consumers is unable to refute Mr. Polich's basic contention that the current load
profilechargevastly over-recoverscosts. Consumersappearshorrified by the suggestion that

areconciliation program be adopted which actually tracks the cost of providing load profile
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service and results in recovery of costs incurred rather than the recovery of the gross over
estimations currently utilized by Consumers. Itiswithinthe Commission'spower under Act
141 to move from a specific cost rate to a process which would establish costs periodically.
Aswith profiling services for managed load, the Commission should understand what is at
stake: Unlessload profiling can be made economical, small residential customer |oads cannot

be economically served on an individual basis.
1. CONCLUSION AND PRAYER FOR RELIEF

WHEREFORE, Energy Michigan respectfully requeststhat the Commission adopt adecisioninthis
matter containing its Exceptions to the PFD as more fully detailed above.

Respectfully submitted,

VARNUM, RIDDERING, SCHMIDT & HOWLETTLLP
Attorneys for Energy Michigan

Bl ). sclneicternincs
Eric J. Schneidewind (P20037)
The Victor Center, Suite 810
201 N. Washington Square
Lansing, Michigan 48933
(517) 482-6237

August 13, 2001 By:
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