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STATE OF MICHIGAN 
 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 
 

************************** 
 

In the Matter of the application of   ) 
CONSUMERS ENERGY COMPANY ) 
for authority to increase its rates for  )    Case No. U-15645 
the generation and distribution of   ) 
electricity and for other relief.  ) 
___________________________________ ) 
 

TESTIMONY OF RONALD T. CARRIER  
ON BEHALF OF ENERGY MICHIGAN, INC. 

 
 

Q. Please state your name and a business address. 1 

 2 

A. My name is Ronald T. Carrier.  My business address is 2316 Anchor Court, Holt, 3 

Michigan 48842 4 

 5 

Q. By whom are you employed and in what capacity?   6 

 7 

A. I am employed by Direct Energy as its Director  of Government and Regulatory Affairs. 8 

 9 

Q. Please describe your educational background. 10 

 11 

A. I have a Bachelors Degree in Mechanical Engineering from the University of Michigan 12 

and a Masters Degree in Business Administration from Central Michigan University. 13 

 14 

Q. Please give a summary of your work experience. 15 

 16 

A. I started my career at Consumers Power (now Consumers Energy) as an Associate 17 

Engineer at their Palisades Nuclear Plant.  Over the next 20 years, I held a series of 18 

positions at Palisades, as well as in the Region Marketing and Sales Organization, 19 
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moving to General Office Marketing and Rates.  I also worked for a period of time at 1 

CMS Marketing Services and Trading before moving back to Consumers Energy.  In my 2 

final years at Consumers Energy, I was responsible for the interface between Consumers 3 

and the AES community as well as the management of the Customer Choice program in 4 

general.  Since October of 2003, I have been employed by Strategic Energy LLC, and 5 

Direct Energy managing their regulatory and legislative affairs in Michigan, Illinois as 6 

well as Ohio and Pennsylvania.  I have recently added responsibilities that include 7 

managing the Company’s FERC and ISO/RTO interests. 8 

 9 

Q. Have you ever provided testimony before the Michigan Public Service Commission or 10 

any other state utility commission? 11 

 12 

A. Yes.  I have provided testimony on behalf of Consumers Energy in Case No.U-12488 as 13 

well as in Case No. U-13340.  I have also provided testimony on behalf of Strategic 14 

Energy in Case No. U-14025 and Energy Michigan in Case U-15245.  In addition to my 15 

testimony before the MPSC, I have also provided testimony before the Pennsylvania 16 

Public Utility Commission in Docket No. R-00061346. 17 

 18 

Q. On whose behalf are you presenting this Testimony? 19 

 20 

A. I am presenting this Testimony on behalf of Energy Michigan.  Energy Michigan consists 21 

of electric customers, competitive electric suppliers, and developers of generation 22 

facilities who all support competitive electric markets. 23 

 24 

Q. What is the purpose of your Testimony? 25 

 26 

A. I will be presenting Testimony on behalf of Energy Michigan, which addresses 27 

Consumers Energy Company’s (“Consumers”) proposed rate design including Retail 28 

Open Access ("ROA") tariff design and other ROA tariff issues raised by Consumers' 29 

witnesses as follows:   30 
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• First, it is Energy Michigan’s position that the Michigan Public Service 1 

Commission (“MPSC”) should again reject the inclusion of Inter-Class Subsidies, 2 

also known as rate skewing, in the rates for Retail Open Access customers.  The 3 

MPSC has rejected this proposal in Cases U-14347, U-14399, U-15245 and U-4 

15244 and we urge the MPSC to continue its position on this issue.   5 

• Second, I will oppose a change to the ROA tariff recommended by Consumers' 6 

Witness Hirsch which allows residential customers to cancel new Alternate 7 

Electric Supplier ("AES") contracts up to 30 days after execution. 8 

• Third, I will recommend that Consumers re-file the tariffs in this case to comply 9 

with 2008 PA 286 so that Intervenors can determine the impact of those tariffs. 10 

  11 

Q. Are you sponsoring any Exhibits in this Case? 12 

 13 

A. Yes, I am sponsoring the following Exhibits: 14 

Exhibit EM-1(RC-1) Subsidy of Full Service Customers by Retail Open Access 15 

Customers.   16 

Exhibit EM-2 (RC-2) Consumers Responses to Discovery Questions 15645-MEC-17 

CE-13, 1(e), 1(f) and 1(g).      18 

Exhibit EM-3 (RC-3) 2007 and 2009 Cost of Service Comparison from Consumers 19 

Energy Motion Hearing Response No. 1. 20 

 21 

Q. Was this exhibit prepared by you or under your direction? 22 

 23 

A. Yes, it was. 24 

 25 

Inter-class Rate Subsidy Contributions by Rate Schedule 26 

 27 

Q. What is Energy Michigan’s position on Consumers’ proposal to collect distribution 28 

related Inter-Class Rate Subsidies from ROA customers? 29 

 30 
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A. Energy Michigan opposes Consumers’ position on this issue as it has in previous 1 

Consumers Energy and Detroit Edison cases.  Energy Michigan supports previous 2 

Commission decisions in Cases U-14347, U-14399, U-15244 and U-15245 which 3 

rejected proposals to collect interclass subsidies from ROA customers and  based ROA 4 

distribution rates on cost of service while ruling that all inter-class rate subsidies should 5 

remain the responsibility of full service customers. 6 

 7 

Q. By what mechanism does Consumers propose to collect the inter-class rate distribution 8 

subsidies in this case? 9 

 10 

A. Consumers proposes to collect the inter-class distribution rate subsidies by adding fixed 11 

surcharges to the respective ROA delivery charges in each of the proposed rates per 12 

Exhibit A-69, p. 1 of 6: 13 

 14 

1. Rate GS: 15 

a. $0.002608/kWh is added to the ROA Distribution Charge 16 

2. Rate GSD:  17 

a. $0.000165/kWh is added to the ROA Distribution Charge 18 

3. Rate GP: 19 

a. $0.003383/kWh is added to the ROA Distribution Charge 20 

4. Rate GPD: 21 

a. $0.000270/kW is added to the ROA Distribution Charge 22 

 23 

Q. What is Consumers justification for collecting the inter-class rate subsidies from all 24 

customers? 25 

 26 

A. Consumers provides little more support for collecting the inter-class rate subsidies from 27 

all customers than the following brief statement at the bottom of page 17 of Mr. 28 

Stubleski's Testimony: 29 

 30 

 31 
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“Customers who select an alternate energy supplier are not required to pay the 1 

[residential] subsidy.  This creates an artificial competitive advantage to Retail 2 

Electric Service providers by increasing rates for full service C&I customers.” 3 

 4 

Q. Is this argument any different then those provided by Consumers in previous rate cases 5 

for charging ROA customers for the interclass subsidies? 6 

 7 

A. No.  The arguments presented by Consumers in this case are identical to those presented 8 

by Consumers in Case U-14347.  The MPSC rejected these arguments in its Order in that 9 

case stating: 10 

 11 

“The Commission is persuaded that ROA customers should be brought to parity 12 

with full service customers by having their distribution rates based on cost of 13 

service. However, the Commission is not persuaded that the RAC, as proposed by 14 

Consumers, should be instituted at this time. The responsibility for the residential 15 

subsidy will remain with C&I full service customers;”1 16 

 17 

 These are the same arguments Detroit Edison presented in Case U-14399 and the 18 

Commission rejected, stating: 19 

 20 

 “The Commission is persuaded that ROA customers should be brought to parity 21 

with full service customers by having their distribution rates based on cost of 22 

service. However, the Commission is not persuaded that the RAC, as proposed by 23 

Detroit Edison, should be instituted at this time. The responsibility for the 24 

residential subsidy will remain with C&I full service customers; however, the 25 

Commission finds that the subsidy should be reflected only in distribution rates 26 

for C&I full service customers and not in their generation rates.“2 27 

 28 

                                                 
1 MPSC Final Order in Case U-14347, dated December 22, 2005, page 71. 

2 MPSC Final Order in Case U-14399, dated December 22, 2005, page 33. 
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Q. Did the Commission issue other Orders rejecting the proposal that ROA customers pay 1 

for interclass subsidies? 2 

 3 

A. Yes.  See also Commission Orders U-15244 issued December 23, 2008 at p. 83-84 and 4 

U-15245 issued June 10, 2008 at p. 72. 5 

 6 

Q. Should ROA Customers be required to pay for inter-class rate subsidies? 7 

 8 

A. No.  ROA Customers are already subsidizing Full Service Customers through the 9 

Stranded Costs  Recovery Surcharge and the Securitization Bond and Securitization Tax 10 

Surcharge.  Exhibit EM-1 (RC-1) shows that the subsidy of full service by ROA 11 

customers is almost $4.6 million annually.   12 

 13 

Q. What changes in Consumers’ proposed rates are being recommended by Energy 14 

Michigan to eliminate the inter-class rate subsidy for ROA customers? 15 

 16 

A. The inter-class rate subsidy surcharges should be re-calculated based on only full-service 17 

customers being responsible for the surcharges to support residential subsidies.  Each of 18 

the rates with inter-class rate subsidy surcharges should have separate System Access and 19 

Distribution Charges for ROA customers which remove such residential subsidies.  The 20 

ROA distribution charges could be calculated by removing the interclass subsidy 21 

contribution related to residential customers proposed by Consumers in Exhibit A-69 22 

ROA customers receiving service under Rates GS, GSD, GP and GPD.   23 

 24 

ROA Tariff Changes 25 

 26 

Q. Do you agree with all of Consumers Energy witness Hirsch’s recommended changes to 27 

the existing ROA tariffs? 28 

 29 

A. No, I don’t.   30 

 31 
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Q. Can you elaborate on your opposition to his recommended changes? 1 

 2 

A. The change I would like to challenge is Mr. Hirsch's recommendation that residential 3 

ROA customers be allowed to cancel their AES contract within 30 calendar days. 4 

 5 

Q. What is your concern with Mr. Hirsch's first recommendation, changing the cancellation 6 

period for residential customers from 3 days to 30 days? 7 

 8 

A. We understand the need for customer protection, especially in the residential market. 9 

There are three considerations that need to be included in the discussion of the 10 

appropriate time in which customers should be given the right to cancel a contract.  The 11 

first is giving the customer an unrestrained right to shop the contract within a 30 day 12 

period.  Consumers' proposal gives the customer a chance to lock in a price with one 13 

supplier and then to shop that price around to other suppliers to see if they can get a better 14 

deal.  Consumers' proposal also gives the utility a chance to offer a better option in the 30 15 

day cancellation period.  If the customer gets a better deal, they simply cancel the original 16 

contract and move on.   Customers already have the opportunity to seek out the best deal 17 

in that they may ask for price quotes from multiple suppliers before entering into a 18 

contract to begin with.  Extending the time to 30 days in which customers can shop after 19 

a contract has been entered into is therefore both unnecessary and inappropriate. 20 

 21 

 The second aspect is the cost of giving the customer a 30 day cancellation period.   22 

Typically, contemporaneously with the acquisition of new load, the supplier hedges or 23 

“locks down” the cost of supply to the new customer by purchasing power in the 24 

marketplace.  Providing customers a 30 day cancellation period will require a supplier to 25 

include a risk premium in their price to cover potential losses in the event the customer 26 

cancels the contract after the supplier has purchased the power.   If a customer is given 30 27 

days to decide whether or not to cancel a contract, then the supplier will be guessing the 28 

actual future amount of load it needs to purchase within the next 30 days.   In effect, the 29 

supplier has an open position for 30 days, which creates greater risk particularly given the 30 

volatility in electric prices.   Including a 30-day risk coverage in the estimated cost of 31 
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electric supply therefore will result in higher prices to the residential customer.  The 1 

higher price that a competitive supplier will need to charge will automatically give 2 

Consumers a competitive advantage, stifling residential competition.    3 

 4 

 Further, the revised reliability requirements in the Midwest ISO tariff, to be effective 5 

June 1, 2009, will require each supplier to provide a forecast of its load and demonstrate 6 

that they have purchased capacity to cover its load plus reserves by the first day of the 7 

month prior to the month of the forecast – for example, the forecast for September load 8 

and the capacity purchased to meet the load plus reserves must be in place no later than 9 

August 1.   If a customer is given 30 days to decide whether or not to cancel, then any 10 

contracts signed after June will not be final until August – in effect, if a customer wants 11 

service to begin in September, the customer must sign in June, so that the supplier will 12 

have an accurate assessment of its September load and the capacity resources to meet the 13 

resulting Midwest ISO reliability requirements by August 1.   Consequently, the proposed 14 

30-day cancellation period will create excessive lead times for servicing customers. 15 

 16 

The third aspect that needs to be considered in establishing the cancellation period is the 17 

total time between contract execution and customer notification of switching.  In reality, 18 

the cancellation period in the current rules includes the time for the supplier to notify the 19 

utility and the utility to notify the customer.  This process actually gives the customer 20 

more time for cancellation of the contract than the specified cancellation period. 21 

 22 

Q. Should the cancellation period in the Electric Choice Program be the same as in the Gas 23 

Choice Program? 24 

 25 

A. In my opinion, there are good reasons why the Electric Choice Program should be 26 

different.  Specifically, the more volatile prices in the electric industry create risk that 27 

would result in increase prices for customers and less flexible offerings from suppliers, 28 

and the capacity requirements of the Midwest ISO tariff amplify the lead times for 29 

serving customers. 30 

 31 
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Q. What is your recommendation regarding the cancellation period in the Electric Choice 1 

Program? 2 

 3 

A. Three days to cancel may not be enough; however, 30 days for local mail notice far 4 

exceeds the time required for a utility to compile the notice, the U.S.  Postal Service to 5 

delivery locally, and the customer to receive the information.  I believe that a cancellation 6 

period of five business days would provide more than adequate time for utilities to notify 7 

customers by mail and would be workable as well for suppliers to manage risk and to 8 

meet the reliability obligations of the Midwest ISO while at the same time providing 9 

residential customers with adequate protection. 10 

 11 

Cost of Service Issues 12 

 13 

Q. Did the Consumers Energy Rate Filing in U-15645 comply with the requirements of 2008 14 

PA 286 regarding implementation of cost of service rates? 15 

 16 

A. Consumers did not provide information which would allow Intervenors to make that 17 

determination.  Under PA 286 cost of service rates must be phased in by the Commission 18 

over a period of five years from the effective date of PA 286 (see Section 11(1)) and the 19 

cost of service referenced in Section 11(1) must use the 50-25-25 method of cost 20 

allocation.  Also see Section 11(1).  Finally, the Commission must ensure that the impact 21 

on residential and industrial metal melting rates due to the cost of service requirement 22 

stated in Section 11(1) is not more than 2.5% per year.  See PA 286 Section 11(2).  In 23 

response to the attached MEC/PIRGIM Request 15645-MEC-CE-13, Question 1(e), 24 

Consumers has stated that the 50-25-25 method of allocation was implemented 25 

completely in this case and not over a period of five years.  Exhibit EM-2 (RC-2).  Also, 26 

Consumers said that in order to determine if a 2.5% limit on rate increases has been 27 

violated, a separate cost of service study would have had to be performed using the 28 

previously selected 25-50-25 method of allocation.  See Consumers Discovery Response 29 

15645-MEC-CE-13, Question 1(g).  Exhibit EM-2 (RC-2).  Finally, Consumers said that 30 

such a study has not been prepared and that the Company has not designed rates based 31 
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upon that previously effective 25-50-25 cost allocation method which would be necessary 1 

to compare with the rates proposed in this case which were based on the 50-25-25 2 

method.  See Consumers Discovery Response 15645-MEC-CE-13, Question 1(f).  3 

Exhibit EM-2 (RC-2). 4 

Q. Have you reviewed the 2007 and 2009 test year Cost of Service Study summaries 5 

provided by Consumers Energy in their Motion Hearing Response No. 1 dated April 14, 6 

2009? 7 

 8 

A. Yes. 9 

 10 

Q. Did Consumers Energy provide the tariffs, specific customer rates and rate class revenues 11 

which would have resulted from use of the Consumers Energy test year as filed but using 12 

previously mandated methods of cost allocation, e.g. the 25-50-25 method? 13 

 14 

A. No. 15 

 16 

Q. What are your conclusions from the review of the 2007 and 2009 Cost of Service 17 

summaries? 18 

 19 

A. The change from the 25-50-25 allocation method to the 50-25-25 method is not phased in 20 

over five years.  Please see attached Exhibits EM-3 (RC-3) COSS comparisons from 21 

Consumers Motion Hearing Response No. 1. 22 

  23 

Q. Without specific rates, tariffs and rate class revenues that would apply if the 25-50-25 24 

method were used with the proposed Consumers test year, can you determine the impact 25 

on each customer rate of the Consumers decision to not phase in the new cost allocation 26 

method? 27 

 28 

A. No. 29 

 30 

Q. What is your recommendation? 31 
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 1 

A. I recommend that Consumers Energy file tariffs and rate class revenues that would result 2 

from a lawful implementation of PA 286 § 11(1) and 11(2). 3 

 4 

Q. Does this conclude your Testimony? 5 

 6 

A. Yes. 7 
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