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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 reconcile electric   ) 
revenue pursuant to Pilot Revenue   )  Case No. U-16566 
Decoupling Mechanism    ) 
and for other relief.    ) 
__________________________________ ) 
 
 
 

ENERGY MICHIGAN, INC.'S REPLIES TO THE EXCEPTIONS OF CONSUMERS 
ENERGY COMPANY AND THE MICHIGAN PUBLIC SERVICE COMMISSION STAFF 

 
 
 

I.  Introduction and Summary of Replies to Exceptions 

 

A. Introduction 

 

These Replies to Exceptions filed by Varnum, LLP on behalf of Energy Michigan, Inc. ("Energy 

Michigan") respond to Exceptions filed by the Consumers Energy Company ("Consumers 

Energy" or "Consumers") and the Michigan Public Service Commission Staff ("Staff" or "MPSC 

Staff").  Failure to respond to other Exceptions or positions filed by Consumers Energy, MPSC 

Staff or other parties should not be construed as agreement with those Exceptions or positions. 

 

B. Summary of Replies to Exceptions 

 

 1. Reply to Consumers Exception. 

 

Consumers Energy has changed its position regarding the method of assessing Pilot 

Revenue Decoupling Mechanism ("PRDM") surcharges/credits to ROA customers.  

Consumers now calls upon the Commission to adopt the exact methodology for 
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calculating the PRDM as set forth by Consumers Energy in Exhibit A-105 presented in 

Case U-15645.   

 

Exhibit A-105 clearly and unequivocally provides that PRDM power supply and 

distribution costs would be charged/credited to full service customers and only PRDM 

distribution costs would be surcharged/credited to ROA customers.  This 

recommendation is further supported by a quote from the Consumers Witness Stephen 

Stubleski who sponsored Exhibit A-105 stating that ROA customers would have a 

separate charge that reflected only their delivery charges.   

 

With the Consumers insistence that the exact methodology set forth in Exhibit A-105 has 

been adopted by the Commission and must be utilized in this case, Consumers Energy 

has clearly withdrawn its earlier insistence that ROA customers pay both PRDM power 

supply and distribution costs.  Energy Michigan concurs with the new Consumers 

position as regards only applying PRDM distribution costs to ROA customers. 

 

2. Reply to Staff's Exception. 

 

MPSC Staff prefer to calculate PRDM charges/credits using the "Actual Exposure" 

method as opposed to the Average Use Per Customer ("APC") method.  However, Staff 

stated that if the APC method was adopted, PRDM charges should be calculated for each 

customer rate and that those charges would incorporate both power supply and 

distribution costs.  Therefore, ROA customers would be assessed for PRDM power 

supply costs under the Staff Exceptions. 

 

Energy Michigan opposes assessment of power supply costs to ROA customers for the 

reasons set forth above and in the Energy Michigan Exceptions filed February 24, 2012.  

In those Exceptions Energy Michigan pointed out that assessment of power supply costs 

to ROA customers was unjust and unreasonable because full service customers PRDM 

charges are offset by PSCR savings which are not applicable to ROA customers.  
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Moreover, there has been no Cost of Service allocation of power supply costs to ROA 

customers and therefore collection of such costs would violate PA 286 § 11(1). 

 

Finally, the Commission has considered this issue in Case U-16472 for Detroit Edison 

and determined that RDM charges "shall not include revenue shortfalls in non-fuel power 

costs."   

 

For all these reasons, the Commission should reject the Staff proposal that an APC 

methodology should include PRDM charges which collect both power supply and 

distribution  costs from ROA customers. 

 

II.  Reply to Consumers' Exception 

 

A. Consumers Energy Has Changed Its Position Regarding The Method Of Assessing 

PRDM Surcharges/Credits To ROA Customers. 

 

The Initial Consumers Position 
 

The initial Consumers Energy position in this case urged the Commission to adopt a method of 

calculating and assessing PRDM surcharges/credits as proposed by Consumers in Case U-15645 

through Exhibit A-105 and the Testimony of the sponsoring witness Stephen Stubleski.  

However, Consumers did make one exception to Mr. Stubleski's methodology: Consumers 

proposed that PRDM charges/credits for both distribution and power supply be assessed to all 

full service customers and all ROA customers.  Consumers Brief, p. 11. 

 

This new Consumers proposal was in direct contradiction to the format specifically provided in 

Exhibit A-105 of Case U-15645 (Exhibit A-12 of Case U-16566) (Exhibit A-105) which 

calculated and assessed separate PRDM surcharges/credits for ROA secondary and ROA 

primary customers.  Those separate charges are limited to distribution costs.  See attached copy 

of Exhibit A-105.  The new Consumers proposal to assess ROA customers for power costs also 
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contradicted the Testimony of Mr. Stubleski, the sponsor of Exhibit A-105 (or Exhibit A-12) 

who provided the following Testimony: 

 

Q. If the Commission ordered the implementation of the RDM, would it 
apply to ROA sales? 

  
A. Yes, the [P]RDM would apply to ROA sales as these customers are 

included in the Company's Energy Optimization programs.  ROA sales 
would be included in their respective rate class but would have a separate 
charge that reflected only their delivery charges.  U-15645, Rebuttal 
Testimony of Stephen Stubleski, 7 Tr 733, lines 12-16.  (Emphasis added).   
 
 

Thus, the new position of Consumers Energy in Case U-16566 was that the Exhibit A-105 

methodology should be adopted except that separate PRDM surcharges/credits would not be 

calculated for ROA customers.  Instead, ROA customers would be forced to pay for PRDM 

power supply surcharges/credits despite the fact that they do not use power supply and, much 

more important, despite the fact that ROA customers do not receive the PSCR savings that are 

produced by ROA migration and are given to full service customers. 

 

The New Consumers Energy Position On ROA PRDM Surcharges/Credits. 

 

The Exception filed by Consumers on February 24, 2012 takes yet another turn on the issue of 

PRDM charges to ROA customers.  Now Consumers Energy argues that the Michigan Public 

Service Commission ("Commission) specifically adopted the entire Exhibit A-105 PRDM 

methodology in Case U-15645 (Exhibit A-12 in this docket).  Consumers states several times 

that the Commission meant to adopt the exact methodology stated in Exhibit A-105 in the 

Commission's U-15645 rate case decision.  Consumers Exceptions, p. 6, 8.  Consumers 

concludes its argument on this subject by stating that, "…it seems impossible to come to any 

other conclusion [than that the Commission adopted a specific PRDM mechanism in Order U-

15645] based on the language in the Commission [U-16191] Orders."  Consumers Exceptions, p. 

9.  Further, Consumers states that, "Making retroactive adjustments to past Commission Orders 

has long been held to be unlawful and doing so cannot be considered 'just and reasonable'."  Id. 
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In conclusion, Consumers now urges that the Commission adopt the PRDM adopted in Case U-

15645 and described in Exhibit A-105 in that case which would calculate a revenue shortfall of 

$26,915.000. 

 

At no place in its Exceptions does Consumers Energy propose that the exact U-15645 

methodology set forth in Exhibit A-105 by Mr. Stubleski be modified in any way.   

 

Thus the new position of Consumers Energy is that the Exhibit A-105 methodology should be 

adopted which includes separate PRDM charges for ROA service that do not include power 

supply costs. 

 

B. Energy Michigan Reply. 

 

The Exhibit A-105 Method of Calculating PRDM Charges/Credits  
Mandates Separate ROA Charges/Credits Which Are Limited to Distribution Costs 

 

The Consumers Exhibit A-105 from Case U-15645 is attached and indeed was set forth in its 

entirety at page 7 of the Consumers Exceptions. The Commission can clearly see that Exhibit A-

105 provides for the calculation of separate PRDM surcharges/credits for primary and secondary 

ROA customers which do not contain power supply costs.  This conclusion is supported by the 

quotation from Mr. Stubleski who sponsored Exhibit A-105: 

 

ROA sales would be included in their respective rate class but would have 
a separate charge that reflected only their delivery charges.  Stubleski 
Testimony, U-15645, 7 TR 733. 
 
 

Mr. Stubleski's Testimony demonstrates beyond question that the Consumers position in Case U-

15645 was that ROA customers should not be subjected to PRDM surcharges/credits related to 

power supply.  Since Consumers believes that the specific U-15645 PRDM methodology in 

Exhibit A-105 must be adopted by the Commission and given that Consumers has not mentioned 

any exception to this methodology, Consumers has modified its position to support separate 

ROA PRDM charges which only include distribution service.  This represents a significant 
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change in the Consumers position at long last reconciles its position with the clear Testimony 

and policy direction of the Consumers Energy PRDM proposals in Case U-15645. 

 

Commission Precedent 
 

The Commission should also note that the Exhibit A-105 methodology specifying separate 

surcharges for ROA and full service customers is fully consistent with the Order of the 

Commission in U-16472 which adopted the same result on a prospective basis for the Detroit 

Edison Company.  Opinion and Order, U-16472, October, 20, 2011, p. 87. 

 

The Attorney General Has Calculated Specific PRDM Surcharges/Credits  

for ROA Customers Based on the Exhibit A-105 Methodology 

 

The Exceptions of Energy Michigan point out that both the MPSC Staff and the Attorney 

General testified that the average use per customer methodology could be implemented with 

separate PRDM charges for ROA service (including only distribution) and for full service 

(including power supply and distribution).  Energy Michigan Exceptions, p. 12.  Moreover, 

Attorney General Witness Coppola actually calculated the specific PRDM surcharges/credits 

which would be implemented using the Exhibit A-105 methodology which incorporates separate 

surcharges for ROA and full service customers.  Those recommended surcharges are based on 

the exact $26.915 million PRDM shortfall proposed to be collected by Consumers and are set 

forth in attached Exhibits AG-4 and AG-5 (attached).  Thus the record in this case contains 

support for use of separate ROA surcharges in conjunction with the Exhibit A-105 methodology 

and, equally important, the exact calculation of the surcharges which would result from 

implementation of that methodology. 

 

If the Commission chooses to use the Exhibit A-105 methodology for calculation of PRDM 

charges, it should adopt the specific surcharges for both ROA customers and full service 

customers recommended by the Attorney General in Exhibits AG-4 and AG-5 (attached).   
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III. Reply to Exception of MPSC Staff 

 

A. Staff Recommended Adoption of Its Proposed Average Per Customer Methodology. 

 

The MPSC Staff Exceptions stress disagreement with the ALJ's proposal to adopt the Consumers 

Energy APC methodology.  Staff believes that the Consumers APC methodology will not 

produce the most just and reasonable rates.  Staff Exceptions, p. 2. 

 

Nonetheless, Staff did present a variation of the APC methodology in its Exhibit S-3, Schedule 

D-1, p. 5 of 5 ("Exhibit S-3") which it now believes is consistent with the PFD in all aspects 

other than customer groupings and treatment of Choice migration.  Id., p. 6.  Staff believes that 

their proposed Exhibit S-3 would produce more just and reasonable rates than the APC 

methodology proposed by Consumers Energy.  Id.  This Staff proposal, however, differs from 

the Consumers Exhibit A-105 in two important respects: 

 

1. Individual PRDM charges are calculated for each customer rate not by rate class 

(residential, secondary and primary); and  

 

2. Only one PRDM surcharge/credit is calculated for each rate.  Therefore, ROA 

customers would be surcharged/credited for power supply costs in addition to distribution 

costs.  The PRDM methodology proposed by Consumers in Exhibit A-105 separated the 

secondary and primary class into ROA and full service.  Under the Consumers A-105 

proposal ROA customers paid PRDM surcharges/credits based only on distribution costs. 

 

B. Energy Michigan Reply to Staff. 

 

Energy Michigan opposes the recommended APC methodology for calculating PRDM charges 

as proposed by Staff in its Exceptions.  See Staff Exceptions, p. 6.  The referenced Staff 

implementation of the APC methodology would require ROA customers to pay PRDM 

surcharges/credits based on power supplies.  This is unjust and unreasonable because ROA 

customers do not use power supply and because ROA customers do not receive the PSCR 
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savings which are credited to full service customers through the PRSC mechanism.  It would be 

unfair and unreasonable to force ROA customers to pay for a PRDM power supply charge while  

depriving them of the PSCR power supply credit. 

 

Also, Energy Michigan has demonstrated that power supply costs have not been allocated to 

ROA customers therefore collection of non-cost based charges to these customers is a violation 

of PA 286 § 11(1).  See Energy Michigan Exceptions, p. 10-11. 

 

Finally, the Commission considered this same issue in Case U-16472 for Detroit Edison.  In that 

case, the Commission clearly stated that, "For Retail Open Access customers, revenues reflected 

in the [RDM charge] calculation are equal to total rate class revenue less customer charge 

revenue and other surcharges and shall not include revenue shortfalls in non-fuel power cost."  

U-16472, Opinion and Order of the Commission, p. 87, October 20, 2011 (emphasis supplied). 

 

If the Commission agrees with Consumers Energy that Case U-15645 has essentially decided 

this issue and adopts the methodology described in Exhibit A-105 of that case, the issue of the 

applicability of surcharges to ROA and full service customers has been decided:  ROA customers 

must have separate PRDM surcharges/credits exclusively based on distribution costs. 

 

For all these reasons, Staff's proposal to adopt the APC methodology described in Exhibit S-3, 

Schedule D-1, p. 5 of 5 should be rejected. 

 

IV.  Conclusion and Prayer for Relief 

 

WHEREFORE, Energy Michigan respectfully requests that the Commission specifically find 

that any method of assessing PRDM charges should utilize separate distribution and power 

supply PRDM charges with only PRDM distribution charges applicable to ROA service. 
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     Respectfully submitted, 
  
  
     Varnum, LLP 
     Attorneys for Energy Michigan, Inc. 
 
 
March 9, 2012    By: ___________________________________________ 
      Eric J. Schneidewind (P20037)    
      The Victor Center, Suite 810    
      201 N. Washington Square  
      Lansing, Michigan  48933 
      517/482-6237   
 



Illustration of Approved Decoupling Mechanism

Case No: U 16566
Exhibit: A 12 (PEC 8)
Date: June 2011
Page 1 of 1
Witness: P. Clifford

Case No.: U-16566
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