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QUALIFICATIONS OF BRIAN WELKE
CASE NUMBER U-18322
PART I

Please state your name and business address.
My name is Brian Welke. My business address is 7109 W. Saginaw Hwy,
Lansing, M1 48917.
By whom are you employed and in what capacity?
| am employed by the Michigan Public Service Commission (MPSC or
Commission) as the Manager of the Income Analysis Unit.
How long have you been employed by the Commission?
Since September, 2008.
What is your educational and professional background?
| graduated from Eastern Michigan University with a Bachelor’s of Science
Degree in Accounting in 2006. | have been involved in rate case audits and have

testified before the Commission numerous times.

Case No. Case Description

U-15645 Consumers Energy Electric Rate Case

U-15768 Detroit Edison Electric Rate Case

U-15981 Wisconsin Electric Power Company Electric Rate Case
U-15986 Consumers Energy Gas Rate Case

U-16009 Complaint Case against Detroit Edison Company
U-16180 Indiana and Michigan Company Electric Rate Case
U-16191 Consumers Energy Electric Rate Case

U-16166 Upper Peninsula Power Company Electric Rate Case
U-16169 SEMCO Energy Gas Rate Case

U-16999 Detroit Edison Gas Rate Case



U-17761

U-17767

U-17895

U-17999

U-17014

U-17882

U-18124

QUALIFICATIONS OF BRIAN WELKE
CASE NUMBER U-18322
PART I
Public Lighting of Detroit Reconciliation
Detroit Edison Electric Rate Case
Upper Peninsula Power Company Electric Rate Case
Detroit Edison Gas Rate Case
Detroit Edison Gas Rate Case

Consumers Energy Gas Rate Case

Consumers Energy Electric Rate Case
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II

What is the purpose of your testimony?
The purpose of my testimony is to present MPSC Staff’s Other Operations and
Maintenance (O&M) Expense for the projected test-year period ending September
30, 2018. This testimony also supports Staff adjustments to benefits expenses,
Uncollectible Accounts Expense, and expected cost savings.
Are you sponsoring exhibits?
Yes.
Exhibit  Schedule Title
S-3 C5 Projected Other O&M Expense for the 12 Months Ending

September 30, 2018. (1 Page).
S-7 Projected PBGC Premiums & Actuarial Fees Expense for

the 12 Months Ending September 30, 2018. (1 Page).
S-7.1 Projected Uncollectible Accounts Expense for the 12

Months Ending September 30, 2018. (4 Pages).
S-7.2 Projected Incentive Compensation Tied to Non-Financial

Metrics for the 12 Months Ending September 30, 2018.

(2 Pages).
S-8 Company Unable to Provide 2016 Historical Test-Year

Normalizations. (1 Page).

S-8.1 2006- 2016 Fuel and Purchased Power Expenses. (1
Page).
S-8.2 Staff Estimation of 2016 Other O&M Expense. (1 Page).
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S-8.3

S-8.4

S-8.5

S-9

S-9.1

S-9.2

S-9.3

S-9.4

S-11

S-11.1

S-11.2

DIRECT TESTIMONY OF BRIAN WELKE

CASE NUMBER U-18322
PART Il

Company Estimation of 2016 Other O&M Expense. (3
Pages).

Non-Fuel O&M Cost Reductions Investor Slide. (1 Page).
2014 - 2016 Average & Combined Average Growth Rate
(CAGR) Non-Fuel Other O&M Expense Trend. (1 Page).
No Operational Plan to Achieve 2% Cost Reductions for
the Test-Year Ended September 30, 2018. (1 Page).

2% Per Year Cost Reductions for the Test-Year Ended
September 30, 2018. (1 Page).

2% Per Year Cost Reductions Calculation for the 12
Months Ending September 30, 2018. (1 Page).
Unresolved Task in Budget for the 12 Months Ending
September 30, 2018. (1 Page).

Unresolved Task Other O&M Adjustment for the 12
Months Ended September 30, 2018. (1 Page).

April 5-7, 2017 Investor Presentation. (43 Pages).
Unresolved Task. (1 Page).

Staff’s 2" Discovery to Consumers Energy. (40 Pages).

Please describe Exhibit S-3, Schedule C5, titled Projected Other O&M Expense

for the 12 Months Ending September 30, 2018.

Exhibit S-3, Schedule C5 presents Staff’s projected Other O&M Expense of

$538,288,000 for the 12-month period ending September 30, 2018, a reduction of

$89,314,000 from the Company’s projection of $627,602,000. Staff projections

4
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II
were developed for the categories listed in column (a.). Column (c.) presents the
Company’s projection and column (e.) presents Staff’s projection, with the
difference shown in column (d.). The differences in column (d.) represent Staff’s
adjustments and are supported by the exhibits and Staff testimony listed in
column (b.).
The adjustments relating to Pension Expense, Defined Benefit (DB) Supplemental
Executive Retirement Plan (SERP) Expenses, Defined Contribution (DC) SERP
Expenses, Uncollectible Accounts Expense, 2% O&M Annual Cost Savings, and

the Employee Incentive Compensation Plan (EICP) & Restricted Stock Expenses

found on lines 5, 6, 8, 13, 20, and 22 are supported in this testimony.

Pension Expense

Q.

What is Staff’s projected Pension Expense and how does it compare to the
Company’s projection?

Staff’s Pension Expense projection is $22,986,000, a $1,108,000 reduction from
the Company’s projection of $24,094,000.

Why is Staff recommending a reduction of $1,108,000 from the Company’s
Pension Expense projection?

Embedded within the Company’s Pension Expense projection is an estimate of
their Pension Benefit Guaranty Corporation (PBGC) premiums and actuarial fees
expenses. Since 2011, the Company’s yearly PBGC premiums and actuarial fee
expenses have ranged from $959,387 to $1,349,606 before business segment
allocations and capitalization. Despite this range, the Company has projected

their PBGC premiums and actuarial fee expenses at $4,900,000, which is

5
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART Il
significantly outside of the historical range. (See Ex. S-7,In 1, col (c.)). Because
the Company’s projected PBGC premiums and actuarial fee expense are out of
line with their historical range, Staff used the Company’s 2016 actual amount of

$1,349,606 as Staff’s projection, which is also the highest this expense has been

since 2011.

Uncollectible Accounts Expense

Q.

What is Staff’s projected Uncollectible Accounts Expense projection and how
does it compare to the Company’s projection?

Staff’s Uncollectible Accounts Expense projection is $19,575,000, a $2,007,000
reduction from the Company’s projection of $21,582,000. (See Ex.S-7.1, pg. 1).
How did Staff make its Uncollectible Accounts Expense projection?

Staff used the Company’s May 3, 2017 Uncollectible Accounts projection
presented to its Board of Directors (BOD). (See Ex. S-7, pg. 3). While the
Commission has rejected Staff adjustments based on projections presented to the
Company’s BOD in the past, (See Case No. U-17735, Commission Order Dated
11/19/2015, pg. 53), Staff nonetheless believes that this case is different and that
it is appropriate to use the projection presented to the BOD for the Uncollectible
Accounts Expense projection in this case.

Why does Staff believe that the Company’s Uncollectible Accounts Expense
projection presented to its BOD is appropriate in this case?

The Company has successfully implemented new collection practices, such as a
“turn-on compliance program,” and implemented new actions aimed at reducing

30-day-plus arrearages. (See Ex. S-7.1, pg. 2). Also, the Company’s Smart

6
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II
Energy program is projected to offset Uncollectible Accounts Expense by
between $6,422,000 (Ex. A-55 (DLH-4), In 8) and $7,693,000 (Fromm
Testimony, pg 11). Using the Company’s Uncollectible Accounts Expense
presented to its BOD captures these efforts made by the Company.
Does Staff propose an alternative Uncollectible Accounts Expense projection?
Yes. In the last two Consumers Energy rate cases, the Commission has decided
that Uncollectible Accounts Expense should be forecast based on a five-year
average. Based on the Bad Debt Loss Ratios (BDLR’s) found on Company
Exhibits A-40 (DLH-4) from Case No. U-17990 and A-55 (DLH-4) in this case,
the five-year average of the ratio of net charge offs is .672%. Multiplying the
five-year average of the ratio of net charge offs by Staff’s projected revenue of
$4,293,830,000 would result is an Uncollectible Accounts Expense projection of
$28,863,000. Using Staff’s Smart Energy savings, Uncollectible Accounts

Expense projection would be to be $21,170,000, which is $412,000 less than the

Company’s projection of $21,582,000. (See Ex. S-7.1 pg. 4).

DB and DC SERP Expense:

Q.

What is Staff’s projected DB and DC SERP Expense projection and how does it
compare to the Company’s projection?

Staff’s DB and DC SERP Expense projection is $0, a $2,349,000 reduction from
the Company’s projection of $2,349,000. (See Ex. S3, Sch. C5, In’s 6 & 8).
Since 2005, has the Commission included DB or DC SERP expenses as a

component of the revenue requirement in any rate case?
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II

No. The Commission has specifically excluded DB and DC SERP as a component
of the revenue requirement in the following cases:
- Case No. U-14347, dated 12/22/2005, (Consumers Energy electric rate case)
- Case No. U-15244, dated 12/23/2008, (Detroit Edison electric rate case)
- Case No. U-15768, dated 1/11/2010, (Detroit Edison electric rate case)
- Case No. U-16472, dated 10/20/2011, (Detroit Edison electric rate case)
- Case No. U-17735, dated 11/19/2015 (Consumers Energy electric rate case)
Why has the Commission previously disallowed these expenses?
The Commission has previously found that the costs of these plans are not
commensurate with the benefits to ratepayers. Further, the Commission has found
that the benefits of these plans accrue to investors in the form of higher share
prices and dividends, but benefit ratepayers only tangentially. (MPSC Case No.
U-14347, Opinion and Order, December 22, 2005, Pg 34). Additionally, in the
MPSC Case No. U-17735 Opinion and Order dated November 19, 2015, pg 72,
the Commission stated:

In substantial agreement with the ALJ’s analysis and reasoning,

the Commission adopts the Staff’s proposed DB SERP and DC

SERP disallowances. A review of the record shows that, similar

to Consumers’ past requests for SERP, the benefits to ratepayers

are not commensurate with the costs. Unlike the short-term

employee incentive compensation program discussed below, the

Commission is able to identify few, if any, metrics for DB SERP

and DC SERP that are tied to ratepayer benefits.
For the reasons given above from the Commission’s order in Case No. U-17735,

Staff recommends that DB and DC SERP Expense be excluded from the revenue

requirement in this case as well.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART Il

EICP & Restricted Stock Plan Expense

Q.

What is Staff’s EICP & Restricted Stock Plan Expense projection and how does it
compare to the Company’s projection?

Staff’s EICP & Restricted Stock Plan Expense projection is $1,177,150, a
$13,580,000 reduction from the Company’s projection of $14,757,000. (See Ex.
S-3, Schedule C5, In 22).

Please describe Consumers Energy’s EICP and Restricted Stock Plan Expense
Plan as proposed in this case.

The Company’s EICP rewards non-union employees for achieving short-term
goals related to continuous improvement, safety, quality, cost, delivery, morale,
and financial performance. For non-officer employees, 50% of the potential
payout is contingent on achieving non-financial goals, and the other 50% is
predicated on achieving financial goals. For officers, financial performance is
prioritized.

The Company’s Restricted Stock Plan, also known as “long-term
incentives,” rewards Company Officers, Board of Director members, and other
“key salaried employees” based on achievement of financial goals and length of
employment. 75% of the payout is contingent on achieving financial goals, while
the remaining 25% is contingent on remaining employed for three years.

Since 2005, has the Commission included EICP and Restricted Stock Plan
Expenses as a component of the revenue requirement in any rate case?
Prior to this case, the Commission completely excluded incentive compensation

as a component of the revenue requirement in the following cases:

9
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II
- Case No. U-14347, dated 12/22/2005, (Consumers Energy electric rate case)
- Case No. U-14547, dated 11/21/2006, (Consumers Energy gas rate case)
- Case No. U-15245, dated 6/10/2008, (Consumers Energy electric rate case)
- Case No. U-15244, dated 12/23/2008, (Detroit Edison electric rate case)
- Case No. U-15645, dated 11/2/2009, (Consumers Energy electric rate case)
- Case No. U-15981, dated 7/1/2010, (Wisconsin Electric Power electric rate case)
- Case No. U-15768, dated 1/11/2010, (Detroit Edison electric rate case)
- Case No. U-16472, dated 10/20/2011, (Detroit Edison electric rate case)
What reasons did the Commission provide for excluding incentive compensation
from the revenue requirement in the cases listed above?
The Commission’s decision to exclude incentive compensation from the revenue
requirement was founded on two premises. First, the Commission found that
incentive compensation plans that were tied to Company earnings and cash flow
were financial considerations that largely benefited shareholders and should not
be paid for by ratepayers. (See MPSC Case No. U-14347, Opinion and Order,
December 22, 2005, pg 35). Second, the Commission has repeatedly found that
utilities must quantify the benefits to ratepayers of employee incentive
compensation plans that are tied to non-financial metrics and demonstrate that the
benefits to customers of such plans outweigh the costs. (See MPSC Case No. U-
15244, Opinion and Order, December 23, 2008, pg 38).
Beginning December of 2014 however, the Commission began approving the

portion of EICP & Restricted Stock Plan Expense that relates to non-financial

10
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II
measures. The Commission has approved EICP & Restricted Stock Plan Expense
related to non-financial measures in the following cases:
- Case No. U-17735, dated 11/19/2015 (Consumers Energy electric rate case)
- Case No. U-17990, dated 2/28/2017 (Consumers Energy electric rate case)
- Case No. U-18014, dated 1/31/2017 (Detroit Edison electric rate case)
What reasons did the Commission provide for including EICP & Restricted Stock
Plan expenses related to non-financial measures in the Order in Case No. U-
17990?
The Commission provided two reasons. First, the Commission found that
Consumers provided convincing evidence that the non-financial measures of the
[Company’s Incentive Compensation Plans] provide appreciable benefits to
ratepayers...” and that the Company “...quantified the benefits associated with
[the plans non-financial measures]. (Case No. U-17990, Commission Order
Dated 2/28/2017, pg. 106).
Does the EICP & Restricted Stock Plan Expense proposed by the Company have
financial metrics?
Yes. $13,580,000 of the Incentive Compensation Expense projected by the
Company relates to the achievement of financial performance measures. The
financial performance measures are Earnings Per Share (EPS), Relative EPS
growth (Relative EPS), operating cash flow, and Relative Total Shareholder
Returns (Relative TSR).
Does the EICP & Restricted Stock Plan Expense proposed by the Company have

non-financial measures?

11
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II
Yes. $1,177,150 of the Incentive Compensation Expense projected by the
Company relates to the achievement of employee and public safety, distribution
reliability, customer care, competitive gas prices, on time delivery of work orders,
and customer satisfaction. (Ex. S-7.2, pg 1).
What is Staff's recommendation regarding Consumers Energy’s current request
for inclusion of EICP & Restricted Stock Plan Expenses within the revenue
requirement?
Staff recommends exclusion of incentive plan costs that relate to financial
measures from the revenue requirement, because those measures largely benefit
shareholders.
Why is the adjustment for EICP & Restricted Stock Expense presented after
“Total Projected Other O&M Expense” on Exhibit S-3, Schedule C5?
Staff updated the historical test-year Other O&M expense in this case from 2015
to 2016. The 2016 Other O&M amount developed by Staff included EICP &
Restricted Stock Expenses. Since Staff used an updated 2016 Other O&M
Expense as the base from which Staff projected 2017 and 2018 Other O&M

Expense, it’s Staff’s belief that the $551,868,000 Total Projected Other O&M

Expense includes EICP & Restricted Stock Expense.

2% O&M Annual Cost Savings

Q.

What is “2% Annual Cost Savings” found on line 20 of Exhibit S-3, Schedule
C5?
On April 5-7, 2017, the Company presented evidence to a group of investors that

the Company expects to achieve 2% O&M Annual Cost Savings from 2017

12
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART Il

through 2019. (See Ex. S-11 and Ex. S-8.4). The projected test-year in this case
is October 1, 2017 through September 30, 2018. Staff requested the Company to
reconcile that expectation with its O&M projection of $627,602,000 in this case.
The Company replied:
“The Company does not yet have an operating plan that supports the
2% per year spending reductions through 2019. The O&M expense
projections submitted in the rate case align with the Company’s
operating plan, which do not yet achieve 2% per year reductions.

Therefore, it is not possible to reconcile the O&M request in the current
electric case to this investor slide.” (See Ex. S-9). (Emphasis added).

Staff then requested that the Company provide projected test-year O&M expense,
assuming it had an operating plan that achieves 2% per year cost reductions. The
Company replied:

“...the Company does not yet have an operating plan that both
supports the Company’s objectives and achieves 2% annual O&M
reductions in the test-year period. Therefore, it is not possible to
provide the requested schedule aligned with an operating plan
that achieves 2% cost reductions per year. If the Company is able
to achieve further cost savings with improved productivity and/or
sustaining cost reduction measures, the Company will pass these
savings onto customers as it files future rate cases to recover its
continued investment.” (See Ex. S-9.1). (Emphasis added).

Based on the answers to Staff discovery provided above, Staff concluded that the
Company’s case does not include an adjustment for 2% O&M Annual Cost

Savings from 2017 through 2019, and that in the event any savings are achieved,
it will pass the savings on to ratepayers in a future rate case. Staff’s “2% Annual

Cost Savings” adjustment therefore represents the inclusion of 2% Annual Cost

13
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II
Savings into the Company’s projections and passes those savings along to
ratepayers in this rate case.
Does the Company’s projected test-year expense forecast include costs necessary
to achieve 2-3% O&M reductions?
Yes. The Company has included $1 million in its case to implement a lean
operating system called “CE Way.” CE Way is Consumers Energy’s lean
operating system focused on delivering a set of behaviors, skills, and tools that
will help to achieve a 2-3% O&M reduction on an annual basis once the Company
fully transitions. (Michael A. Torrey, pg 18).
Please describe how staff derived its 2% Annual Cost Savings adjustment amount
of $50,961,000.
Staff used the Company’s actual 2016 O&M expense found on its P-521 annual
report, removed fuel and purchased power expenses (see Ex. S-8.1), and made
normalization adjustments to derive a 2016 Other O&M Expense of
$571,652,000, (See Ex. S-8.2, In 16, col (j.)), which is remarkably close to the
$571,706,000 figure that the Company provided Staff for its actual 2016 Other
O&M Expense. (See Ex. S-8.3, pg 1).
Taking the Company’s figure, Staff then reduced 2016’s Other O&M
Expense by 2% per year through 2018, which resulted in a projected Other O&M
Expense of $560,272,000 for 2017 and $549,066,000 for 2018. The 2017
expense projection was weighted by 25% to reflect October through December

2017. The 2018 expense projection was weighted 75% to reflect January through

14
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DIRECT TESTIMONY OF BRIAN WELKE
CASE NUMBER U-18322
PART II
September of 2018. After weightings, Staff’s projected Other O&M expense is
$551,868,000. (See Ex. S-9.2 & EX. S-3, Sch. C5, In 21, col (e.)).

Staff made Other O&M adjustments totaling $24,773,000 to Electric
Distribution, Fossil & Hydro Generation, Benefits, and Uncollectible Accounts.
(Ex. S-3, Sch. C5, col (d.) In’s 1-13). Therefore, the adjustment needed to tie to
Staff’s total projected Other O&M Expense total of $551,868,000 is $50,961,000.
(Ex. S-3, Sch. C5, In 20).

Should the Commission rely solely on Staff’s derivation of 2% O&M Annual
Cost Savings through 2018?

No. While not used as a basis for Staff’s proposed adjustment, Staff did ask the
Company for its 2017 and 2018 BOD reviewed budgets. The BOD reviewed
budget provided to Staff included a line item called “Unresolved Task in Budget.”
The Unresolved Task in Budget for 2017 is -$13,000,000. The Unresolved Task
in Budget for 2018 is -$58,000,000. (See Ex. S-9.3).

What is “Unresolved Task”?

According to the Company, Unresolved Task is O&M reductions that are above
and beyond the current operational plans for the Company. (See Ex. S-11.1).
Because the Company also characterized the “2% per year spending reductions”
as outside of the Company’s current operational plan, Staff believes that the two
terms/phrases are related. Further, if the Company’s Unresolved Task in Budget

amounts were applied to the projected test year in this case, the result would be an

adjustment of $46,750,000. (See Ex. S-9.4, In 3).

15
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PART Il
Q. Does this complete your testimony?

A. Yes.

16
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Schedule C5

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-3
Projected Other O&M Expense Schedule: C5
for the 12 Months Ending September 30, 2018 Witness: Welke
($000) Date: 8/10/2017
Page: lofl
Staff
Ln. Description Source Company Projection Adjustment Staff Projection
(a) (b) (c) (d) (e)
1 Electric Distribution Expense MPSC Staff Laruwe 216,337 $ (14,652) 201,685
2 Fossil & Hydro Generation Expense MPSC Staff Evans 153,259 (4,658) 148,602
3 Business Service Expense A-8 (JRF-14), Sch. C-5 16,411 16,411
4 Information Technology Expense A-8 (JRF-14), Sch. C-5 53,901 53,901
5 Pension Expense Welke Exhibit S-7 24,094 (1,108) 22,986
6 DB SERP Expense Welke Testimony pg.'s. 7-8 2,142 (2,142) -
7 Defined Company Contribution Plan Expense A-8 (JRF-14), Sch. C-5 7,592 7,592
8 DC SERP Expense Welke Testimony pg.'s. 7-8 207 (207) -
9 401(k) Savings Plan Expense A-8 (JRF-14), Sch. C-5 7,651 7,651
10 Active Health Care / Insurance / LTD Expense A-8 (JRF-14), Sch. C-5 23,371 23,371
11 Retiree Health Care and Life Insurance Expense A-8 (JRF-14), Sch. C-5 (4,750) (4,750)
12 Corporate Expense A-8 (JRF-14), Sch. C-5 51,787 51,787
13 Uncollectible Accounts Expense Exhibit S-7.1 21,582 (2,007) 19,575
14 Injuries and Damages Expense A-8 (JRF-14), Sch. C-4 4,391 - 4,391
15 Demand Response Other O&M Expense A-8 (JRF-14), Sch. C-5 3,389 3,389
16 Paymentus Other O&M Expense A-8 (JRF-14), Sch. C-5 7,299 7,299
17 Customer Experience A-8 (JRF-14), Sch. C-5 14,887 14,887
18 Jobwork Expense A-8 (JRF-14), Sch. C-5 9,295 9,295
19 Incentive Compensation Expense A-8 (JRF-14), Sch. C-5 14,757 14,757
20 2% Annual Cost Savings Welke Exhibit S-9.2 - (50,961) (50,961)
21 Total Projected Other O&M Expense Sum Lines 1 through 20 627,602 (75,734) 551,868
22 EICP and Restricted Stock Expense Exhibit S-7.2 (13,580)
23 Total Adjusted Projected Other O&M Expense Sum Lines 21 & 22 538,288



Exhibit S-7

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-7
Projected PBGC Premiums & Actuarial Fees Expense Schedule: n/a
for the 12 Months Ending September 30, 2018 Witness: Welke
($000) Date: 8/10/2017
Page: lofl
Company Staff Staff
Ln. Description Source Projection Adjustment Projection
(@) (b) (c) (d) (e)
1 Actuarial Services/PBGC Premiums WP-BAW-5 $ 4,900 (3,550) $ 1,350
2 Electric Portion (Business Segment Allocation) 60.00% Co. Allocation 2,940 (2,130) 810
3 Capital Portion (Capitalized) 48.00% Co. Allocation 1,411 (1,023) 389
4 Total Actuarial Services/PBGC Premiums Elec. Portion Line2lessLine3  $ 1,529 (1,108) $ 421

Notes:

1.) Actuarial Services/PBGC Premiums By Year 2011 Through 2016

2011 % 1,051,099
2012 % 959,387
2013 % 1,162,709
2014 3 1,085,866
2015 % 1,315,207
2016 3 1,349,606



Exhibit S-7.1

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-7.1
Projected Uncollectible Accounts Expense Schedule: n/a
for the 12 Months Ending September 30, 2018 Witness: Welke
Date: 8/10/2017
Page: lof4

In. Description Source Amount Yr. Alloc. Calculation

(a) (b) (c) (d) (e)

1 Electric Uncollectibles 2017 S-7.1Pg 3 17,400,000 X 0.25 4,350,000
2  Electric Uncollectibles 2018 S-7.1Pg3 20,300,000 X 0.75 15,225,000
3 Staff Uncollectible Accounts Expense Total sum lines 1&2 19,575,000
4 Company Uncollectible Accounts Expense Total A-55 (DLH-4) 21,582,000
5 Staff Adjustment 3less4 (2,007,000)
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Michigan Public Service Commission
Consumers Energy Company - Electric
Projected Uncollectible Accounts Expense

for the 12 Months Ending September 30, 2018

Exhibit S-7.1

Case No.: U-18322
Exhibit: S-7.1
Schedule: n/a
Witness: Welke
Date: 8/10/2017
Page: 40of4

Uncollectible Accounts Expense Projection Matrix
Co. Rate Case Co. Business Case Includes

Ln. Description Source AMI Benefits 1/ AMI Benefits 2/ AMI Benefits
(@) (b)) (c.) (d) (e)
1 3-Year BLDR @ .652% A-55 (DLH-4) $ 21582 $ 20,311
2 5-Year BLDR @ .672% U-17990 Exh A-40 (DLH-4) $ 22441 $ 21,170
3 Company Management (Board of Directors) Exhibit $-7.1, pg 3 $ 19,575

Notes:

1/ Co. Rate Case AMI Benefits
2/ Co. Business Case AMI Benefits

(6,244,000)
(7,693,000)



Exhibit S-7.2

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company -Electric Exhibit: S-7.2
Projected Incentive Compensation tied to Non-Financial Metrics Schedule: n/a
for the 12 Months Ending September 30, 2018 Witness: Welke
Date: 8/10/2017
Page: 1of2

Eequest 7 191

Page 1l of 1

MPSC AUDIT REQUEST

CASE NO: U-18322
DATE OF REQUEST: 5/23/2017
NO. BAW-14

REQUESTED BY: Brian A Welke
DATE OF RESPONSE: 5/24/2017
RESPONDENT: Amy M. Conrad

Question:
1. Relating to incentive compensation, if no financial metrics are achieved and all other non-financial

metrics are achieved at target, what would the total officer and non-officer projected test yvear payout
be? (Only the amount to be reflected in the revenue requirement.)

Answer:

The total officer and non-officer projected test yvear annual incentive compensation expense would be as
follows for the test year payout if no financial metrics were achieved and all other non-financial metrics were

achieved at target:

Officer $0
Non-Officer $1.177.150



Exhibit S-7.2

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-7.2
Projected Incentive Compensation tied to Non-Financial Metrics Schedule: nla
for the 12 Months Ending September 30, 2018 Witness: Welke
($000) Date: 8/10/2017

Page: 20f2
Regulatory Reporting

YTD Actual YTD YR-1 Actual

Receiving Segment Regulatory Account Operational Account 2016 2015
Electric 91841005 Clear Acct-Cap Over 5236800 Emply Inc Comp PIn 3,308,472.24
Electric 94264000 CIVIC/POLITICAL 5236800 Emply Inc Comp PIn 75,232.08 72,681.96
Electric 94265010 OTHER DEDUCTIONS 5236800 Emply Inc Comp PIn 2,334,872.20 9,161,303.52
Electric 95000010 OP SUPV & ENGIN 5236800 Emply Inc Comp Pin 375,883.98
Electric 95100010 MTC SUPV & ENGIN 5236800 Emply Inc Comp PIn 389,856.98
Electric 95350010 OP SUPV & ENGIN- HY 5236800 Emply Inc Comp PIn 39,345.57
Electric 95410010 MTC SUPV & ENGIN 5236800 Emply Inc Comp PIn 38,487.73
Electric 95460010 SUPV & ENGG-OTH PWR 5236800 Emply Inc Comp PIn 55,850.64
Electric 95510010 MTC SUPV & ENGIN 5236800 Emply Inc Comp PIn 55,615.17
Electric 95560010 SYS CONTROL AND DISP 5236800 Emply Inc Comp PIn 336,411.43
Electric 95800010 OP SUPV & ENGG-DISTR 5236800 Emply Inc Comp PIn 267,892.54
Electric 95900010 MTC SUPV AND ENGIN 5236800 Emply Inc Comp PIn 138,352.42
Electric 99010010 SUPV CUST ACCT-E 5236800 Emply Inc Comp PIn 90,820.64
Electric 99030010 CUST REC COLL E 5236800 Emply Inc Comp PIn 333,009.05
Electric 99070010 SUPRV CUST SVC-ELEC 5236800 Emply Inc Comp PIn 90,820.64
Electric 99200010 A &G SAL-ELECT 5236800 Emply Inc Comp PIn 3,121,329.37
Electric 99210010 OFFICE SUPP EXP-E 5236800 Emply Inc Comp PIn 135,063.81
Electric 99220010 ADMIN TRANSF CR-E 5236800 Emply Inc Comp PIn -1,387,848.61
Electric Result 9,796,272.15 9,244,465.48
Overall Result 9,796,272.15 9,244,465.48




Exhibit S-8

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-8
Company Unable to Provide 2016 Historical Test-Year Normalizations Schedule: n/a

Witness: Welke
Date: 8/10/2017
Page: lofl

MPSC AUDIT REQUEST

CASE NO: T7-18322

DATE OF EEQUEST: 3242017
N0, BAW-14

EEQUESTED BY: Boan 4 Welke
DATE OF EESPOMNSE: 03/23/2017
EESPOINDENT: Heaidi hiyers

Chiestion:

1. Fleaze provide the “Historical Year Adjustments" from 4-3, -23) Schedule C-14 column (g}
limes 2-13 azzuming a 2016 historical test-year.

Amewrar:

1. The requestad mformation has not been created and 1=z therefore not available to provide. Historical

vear adjustments are prepared for the purpoze of prezenting a haistorical fest vear m a rate case filing.
The Histornieal test vear in thiz case 13 2015,



Exhibit S-8.1

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-8.1
2006 - 2016 Fuel and Purchased Power Expenses Schedule: n/a
($000) Witness: Welke
Date:  8/10/2017
Page: lof1
Ln Description Source 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
(a) (b) (c) (d) (e) f) (9) (h) (i) ((B) (k) (1) (m.)
Fuel Expenses
1 FUEL - Account 501 MPSC P-521 Acct. 501 2006-2016 $ 426,657 $ 426545 $ 434,152 $ 441686 $ 490,158 $ 507,895 $ 463551 $ 507,895 |$ 471,847 $ 430932 $ 275,898
2 FUEL Handling GL SAP Acct. 95012010 / WP-BAW-6 (13,984) (13,957) (13,642) (13,274) (14,070) (14,597) (13,591) (13,785) (13,893) (12,120) (13,623)
3 Allowances - Acct 509 MPSC P-521 Acct. 509 2006-2016 - - - - - - - - - - -
4 FUEL - Account 547 MPSC P-521 Acct. 547 2006-2016 3,467 3,451 72,191 30,981 43,799 63,555 66,050 46,525 108,958 77,399 130,419
5 Total Fuel Expense Add Lines 1 thru 4 416,140 416,039 492,701 459,393 519,887 556,853 516,010 540,635 566,912 496,211 392,694
Purchased & Interchange Expense
6 Purchased Power - Account 555 MPSC P-521 Acct. 555 2006-2016 996,175 1,346,603 1,231,526 1,029,456 1,090,271 1,101,937 1,164,417 1,159,756 | 1,328,845 1,125,834 1,214,942
7 Regional Market Expense MPSC P-521 - - - - - 8,522 8,300 8,205 6,180 6,887 6,921
8 Transmission Expense MPSC P-521 138,454 120,150 168,482 225,195 240,920 259,239 273,654 302,524 337,514 346,106 371,255
9 Load Dispatch MPSC P-521 - - - - - (1,194) (1,279) (1,255) (1,327) (1,480) (1,561)
10 Total Purchased & Interchange EX. Add Lines 6 thru 9 1,134,629 1,466,753 1,400,008 1,254,651 1,331,191 1,368,504 1,445,092 1,469,230 | 1,671,212 1,477,347 1,591,557
11 Total Fuel and P&l Add Lines 5 & 10 1,550,769 1,882,792 1,892,709 1,714,044 1,851,078  1,925357 1,961,102 2,009,865 | 2,238,124  1,973558 1,984,251
12 MPSC P-521 Page 323 Total O&M 2,297,604 2,479,681 2,486,933 2,352,106 2,542,377 2,644,143 2,665,732 2,734,403 | 2,938,236 2,658,459 2,643,947
13 Total Unadjusted O&M Carried to Exh. S-8 .2 Line 11 less Line 12 $ (746,835) $ (596,889) $ (594,224) $ (638,062) $ (691,299) $ (718,786) $ (704,630) $ (724,538)| $ (700,112) $ (684,901) $ (659,696)




Exhibit S-8.2

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-8.2
Staff Estimation of 2016 Other O&M Expense Schedule: n/a
($000) Witness: Welke
Date: 8/10/2017
Page: lof1l
2014 Expenses 2015 Expenses 2016 Expenses
Fuel Fuel Fuel
Ln Description Source P&I O&M Source P&I 0&M Source P&I O&M
(a) (b) (c) (d) (e) () @) (h) @) (D]
1 Historical Test-Year Unadjusted Other O&M Expense SEpL IniL (k) 2,238,123 _ 609,633 UMMM g 1973550 § 684000  SEPLINILM g 1984251 § 650,696
S-8pl, In 13, (k) S-8pl,In 13, (1) S-8p, In 13, (m.)
Adjustments

2 Compensation Normalizations WP-BAW-1 13,920 Exh. A-8 (JRF-23) 18,838

3 Dues and Donations Disallowances L (183) o (349)  carried from 2015 (349)
4 Corporate Giving & Communications - Staff Salaries (147) (165)  carried from 2015 (165)

5 Corporate Normalizations (217)

7 City of Jackson Development Agreement (3,300) 3,300

8 Additional Premiums due to Large Storm Activity (1,700)

9 PSCR Adjustments (1,165)

10 Interest Income on Cash Equivalents 47) (128)

11 Jobwork Revenues/Expenses 8,353 9,295 S-8,1n 19, 4(c.) 10,095
12 Net Surcharge Revenue to be Removed (108,605) (126,596) WP-BAW-4 (97,626)
15 Total Normalizing Adjustments Sum In's 2 thru 12 - (93,092)  sumin's2thru12 - (95,805)  sumIns2thru12 - (88,044)
16 Adjusted Historical Test-Year Other O&M Expense UATSS0EX AB(AKRED 5 938 123 606,542  DNABURF2) 1,973,559 589,095  AddIns1&15 1,984,251 571,652

C1416 (g.) / WP-BAW-1

C-141n 15 col (g.)




Exhibit S-8.3

Michigan Public Service Commission Case No.: U-18322

Consumers Energy Company - Electric Exhibit: S-8.3

Co. Estimation of 2016 Other O&M Expense Schedule: n/a

($000) Witness: Welke

Date: 8/10/2017
Page: 1lof3
Co. 2016 Co. 2016
Ln. Description Source Actual #1 Actual #2
(@) (b) (c) (d)

1 Electric Distribution Pages 2 & 3 195,709 $ 215,147
2 Fossil & Hydro Generation Pages 2 & 3 155,515 149,561
3 Business Service Pages 2 & 3 16,672 -
4 Information Technology Pages 2 & 3 45,489 45,034
5 Smart Energy Program Pages 2 & 3 10,046 10,046
6 Pension Pages 2 & 3 18,078 18,103
7 DB SERP Pages 2 & 3 2,323 2,990
8 Defined Company Contribution Plan Pages 2 & 3 6,497 6,497
9 DC SERP Pages 2 & 3 188 358
10 401 (K) Savings Plan Pages 2 & 3 7,892 7,892
11 Active Health Care/ Insurance/ LTD Pages 2 & 3 23,612 25,079
12 Retiree Health Care and Life Insurance Pages 2 & 3 (11,627) (11,627)
13 Corporate Pages 2 & 3 49,282 48,549
14 Uncollectibles Pages 2 & 3 19,195 15,619
15 Injuries & Damages Pages 2 & 3 4,543 4,789
16  Demand Response Other O&M Expense Pages 2 & 3 604
17 Paymentus Other O&M Expense Pages 2 & 3 2,117
18 Customer Experience Pages 2 & 3 5,605 3,317
19 Jobwork Expense Pages 2 & 3 10,099 9,419
20 Incentive Compensation Pages 2 & 3 9,867 14,635
21 Total Projected Other O&M Expense 571,706 $ 565,408
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Exhibit S-8.4

Michigan Public Service Commission Case No.:  U-18322
Consumers Energy Company - Electric Exhibit: S-8.4
Non-Fuel O&M Cost Reductions Investor Slide Schedule: nfa

Witness: Welke
Date: 8/10/2017
Page: lofl

Actual Lost Reduction New Annual Cost Savings
(Peers 2015 over 2006) l } Three-Year Avg

2014 2017




Exhibit S-8.5

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-8.5
2014 - 2016 Average & CAGR Non-Fuel Other O&M Expense Trend Schedule: n/a
($000) Witness: Welke
Date: 8/10/2017
Page: lof1l
Ln Description Source Amount Average CAGR
(a) (b.) (c) (d.) (e)
1 2014 Adjusted Other O&M Expense Exh S-8.2 606,542
2 2015 Adjusted Other O&M Expense Exh S-8.2 589,095
3 2016 Adjusted Historical Test Year O&M Expense Exh S-8.2 571,652
4 Average 1/ -2.92%
5 Combined Average Growth Rate (CAGR) 2/ -2.92%

Notes

1/ 2015 over 2014
2016 over 2015
Average

2/ ((571,652/606,542)7(1/2))-1

-2.88%
-2.96%
-2.92%

-2.92%



Exhibit S-9

Michigan Public Service Commission Case No.:  U-18322
Consumers Energy Company - Electric Exhibit: S-9
No Operational Plan to Achieve 2% Cost Reductions Schedule: n/a
for the Test-Year Ended September 30, 2018 Witness: Welke
Date: 8/10/2017
Page: lofl

18322-5T-CE-28
Pagelof2
18322-8T-CE-28
uestion:

2 Relating to “Investor hfestings April 3-7, 2017 Presentation Slide #9, entitled “O48:204
Cost Performance Helps to Fund . . 7 and the box entitled “New Annual Cost Savings™

a. please provide total projected costs for 2017-2019 and tie to “2% avear!™

b, please tie projected 2017-201% costs to a2 “Three-Year Average 2017-20197
reduction of “$-20.7

c. please tie the Company’s 5627602000 O&M expense projection to the
Company’s projected costs from questions 4(a) and 4(b).

d. please provide the income statements for 2017, 2018, and 2019 that tie to the
total projected expenses from questions 4{z) and 4(b).

2. relatins to question 4(d), please break out and tie the expense portion of the
mcome statements into the categories of expense shown on Attachment 2.

Besponse:

a. This iz a projected 2% per vear O&NM zavings from 2016, In 2016, total 08D,
excluding spending on Enerzy Efficiency and job work, was 5048 million. The
financial target for O&M excluding spending on Energy Efficiency and job
work in 2019 1= approximately $895 million. The Company does not vet have an
eperational plan that alizns with this level of 080 spending reductions.

b. The difference between $94% million in 2016 and $895 million In 2019 is
£33 million. Thiz iz rounded to $20 million per yesar sevings for the slide.

¢, The Company does not yet have an operating plan that supports the 2% per year
spending reductions through 2019, The 080 expense projections submitted in
the electric rate case align with the Company’s operating plan, which do not vet
achigve 2% per year reductions. Therefore, it iz not possible fo reconcile the
D&M request in the cwrent electric case to this investor slide.

d Az discussed in the answer to 24(c), the Company does not vet have an
operating plan that supports the 2% per year spending reductions through 2015.
The O&M expensze projections submitted in the electric rate case align with the



Exhibit S-9.1

Michigan Public Service Commission Case No.:  U-18322
Consumers Energy Company - Electric Exhibit: S-9.1
2% Per Year Cost Reductions Schedule: n/a
for the Test-Year Ended September 30, 2018 Witness: Welke

Date: 8/10/2017
Page: lofl



Exhibit S-9.2

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit: S-9.2
2% Per Year Cost Reductions Calculation for Schedule: nfa
the 12 Months Ending September 30, 2018 Witness: Welke
($000) Date:  8/10/2017
Page: lofl
Test-Year
Ln Description Source Amount Allocator Total
(@) (b) (c) (d) (e)
1 2016 Historical Test-Year (Company) 583 571,706

2 2017 Projected with 2% Cost Savings Line 1 x .98 560,272 0.25 140,068
3 2018 Projected with 2% Cost Savings Line 2x .98 549,066 0.75 411,800
4 Projected Test-Year Other O&M Expense Sum Lines 2 & 3 551,868



Exhibit S-9.3

Michigan Public Service Commission Case No.:  U-18322
Consumers Energy Company - Electric Exhibit: S-9.3
Unresolved Task in Budget Schedule: n/a
for the 12 Months Ending September 30, 2018 Witness: Welke
($000) Date: 8/10/2017
Page: lofl
Budget*
Preliminary
Line Description 2013 2014 2015 2016 2017 2018****
1 Electric Distribution $194,695 $216,528 $212,657 $222,200 $224,673 204,934
2 Fossil & Hydro Generation 158,156 160,589 159,098 156,043 147,824 139,892
3 Business Technology Solutions / IT Dept. 34,433 39,776 40,586 43,253 44,994 56,762
4 Smart Energy Program 11,013 7,331 9,357 12,274 0 0
5 Pension 47,384 30,317 42,057 36,318 24,559 29,586
6 SERP 5,706 5,838 6,493 5,856 3,016 3,147
7 DC SERP 198 211 154 234 242 240
8 Defined Company Contribution Plan 3,841 4,609 5,297 5,849 7,183 6,760
9 401 (K) Savings Plan 6,844 7,328 6,940 6,615 7,789 7,624
10 Active Health Care/ Insurance/ LTD 31,980 27,053 26,962 25,338 25,728 24,576
11 Retiree Health Care and Life Insurance 23,975 (12,392) (6,661) (4,222) (5,545) (3,561)
12 Corporate 48,553 51,499 58,411 49,402 51,606 61,941
13 Uncollectibles 27,087 27,100 24,221 24,373 22,044 19,589
14 Injuries & Damages 5,364 5,155 5,337 5,777 5,779 4,391
15 Customer Experience & Marketing 18,113
16 Accounts Receivable Sale Costs 826 1,105 739 0 0 0
17 Jobwork Expense 7,527 7,051 7,491 11,400 13,204 14,850
18 Incentive Compensation 10,074 12,441 13,360 12,765 17,870 19,352
19 Other O&M Expense
20 Projected Other O&M Expense $617,656 $591,539 $613,314 $613,475 $590,966  $608,196
Reconciliation to Budget Data Book / Actual
21 Adjusted Other O&M Expense (From Above) 617,656 591,539 613,314 613,475 590,966 608,196
22 Add Energy Efficiency 68,697 75,008 76,892 77,348 78,708 118,790
23 Add LIEAF/LIEEF/VHWF - 21,219 21,300 20,959 21,032 20,700
24 Add Top 5/6 EICP & Restricted Stock 4,883 3,975 4,676 8,180 8,880
25 Add MDNR Fees (Generation) - 820 815 - -
26 Add Corp Giving / Advertising 482 482 482 482 482 544

27 Add VSP/Separation Expenses - - - - - -
28 Add UA Amortization - - - - - -

29 Add Renewables O&M (Includes Lake Winds amort) 3,750 3,144 7,229 10,499 10,915 12,004
30 Add Clean Coal Plant Recovery - - - - - -
31 Add Monthly Major Maintenance Deferral Amortization (3,443) 2,382 7,915 - - -

32 Add Spent Nuclear Fuel Credit - - - - - -
33 Less A/R Sale Cost if not in Financial, (2010-2011) - - - - - -
34 Add Benefits adj (Exec from SERP & DB SERP) - - - - - R

35 Other Adjustments - - (587) 2,207 (323) 166

36 Unresolved Task in Budget | - - (12,000)  (20,000)] (13,0000  (58,000)]

37 Subtotal 74,369 107,030 106,722 99,675 100,694 94,204

38 Budget Data Book / Actual 692,025 698,569 720,037 713,159 697,660 702,400
2017 2018

36 Unresolved Task in Budget $-13 Million $-58 Million




Exhibit S-9.4

Michigan Public Service Commission Case No.: U-18322
Consumers Energy Company - Electric Exhibit; S-9.4
Unresolved Task Other O&M Adjustment Schedule: n/a
for the 12 Months Ended September 30, 2018 Witness: Welke
(%$000) Date: 8/10/2017
Page: lofl
Test-Year

Ln Description Source Amount Allocator Total

(a) (b)) (c) (d) (e)
1 2017 Unresolved Task 5-9.3 $  (13,000) X 025 $ (3,250)
2 2018 Unresolved Task S-9.3 (58,000) X 0.75 (43,500)
Unresolved Task Other O&M Adjustment Sum Lines 1 & 2 $ (46,750)
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Exhibit S-11
Michigan Public Service Commission W Welke
Consumers Energy Company - Electric WS a/ae Y 8/10/2017
April 5-7 Investor Presentation S-11 Page 2 of 43

This presentation is made as of the date hereof and contains “forward-looking statements” as defined in Rule 3b-6 of the Securities
Exchange Act of 1934, Rule 175 of the Securities Act of 1933, and relevant legal decisions. The forward-looking statements are subject to
risks and uncertainties. All forward-looking statements should be considered in the context of the risk and other factors detailed from time
to time in CMS Energy’s and Consumers Energy’s Securities and Exchange Commission filings. Forward-looking statements should be
read in conjunction with “FORWARD-LOOKING STATEMENTS AND INFORMATION” and “RISK FACTORS” sections of CMS Energy’s
and Consumers Energy’s Form 10-K for the year ended December 31, 2016 and as updated in subsequent 10-Qs. CMS Energy’s and
Consumers Energy’s “FORWARD-LOOKING STATEMENTS AND INFORMATION” and “RISK FACTORS” sections are incorporated
herein by reference and discuss important factors that could cause CMS Energy’s and Consumers Energy’s results to differ materially from
those anticipated in such statements. CMS Energy and Consumers Energy undertake no obligation to update any of the information
presented herein to reflect facts, events or circumstances after the date hereof.

The presentation also includes non-GAAP measures when describing CMS Energy’s results of operations and financial performance. A
reconciliation of each of these measures to the most directly comparable GAAP measure is included in the appendix and posted on our
website at www.cmsenergy.com.

CMS Energy provides historical financial results on both a reported (GAAP) and adjusted (non-GAAP) basis and provides forward-looking
guidance on an adjusted basis. Adjustments could include items such as discontinued operations, asset sales, impairments, restructuring
costs, regulatory items from prior years, or other items. Management views adjusted earnings as a key measure of the company’s present
operating financial performance and uses adjusted earnings for external communications with analysts and investors. Internally, the
company uses adjusted earnings to measure and assess performance. Because the company is not able to estimate the impact of specific
line items, which have the potential to significantly impact, favorably or unfavorably, the company's reported earnings in future periods, the
company is not providing reported earnings guidance nor is it providing a reconciliation for the comparable future period earnings. The
adjusted earnings should be considered supplemental information to assist in fully understanding our business results, rather than as a
substitute for the reported earnings.

Investors and others should note that CMS Energy routinely posts important information on its website and considers the Investor Relations
section, www.cmsenerqgy.com/investor-relations, a channel of distribution.
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People
| &l 4 * Highly engaged employees
\ 4 « Low residential bills;
~ / competitive industrial rates
\\\/”““ AN
Planet
2005 2017
» Coal Capacity M%—> 21%
] 2005 2021
IE: * Renewables Capacity 3 —> >15
O O0—
Profit
0 * 14th year of EPS™® growth 7%+

55 | [ Electric service territory
Headquarters O Natural gas service territory
O combined service territory
O Generating facility

.. .. fourth largest combination utility in the United States.
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Prior Now

\\/k ’i

best ever

« Safety (annual incidents) 495 in 2006 | 78 in 2016

* Rates ~2% 2%

 Cost (2016) Down 3% Down 6'2%

« Coal Capacity Mi 41% in 2005 21% in 2017

) Fastest U.S. reduction

* Renewable Portfolio Standard 10% \2 15"& by /4)21
\Y

« EPS” 5% to 7% 7% in 2016

* Dividend 5% to 7% 7% in 2016

« Cash Flow (bil 1.5 6
ash Flow (bils) $ “ N

alAdjusted EPS (non-GAAP) A

.. continued strong, con’istent results.
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Midwest Average oy
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Better improving rapidly

2013 2014 2015 2016 2017 Future

D0

5%
(3)%
CMS Peers
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... . industry-leading safety and customer culture.
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Coal Renewables

2005 2017 2005 By 2021

‘ S
Largest reduction of any

investor-owned utility Renewables
increased 5x!

3%

% Coal B % Non-coal

alCapacity Mix

.. #1 U.S. Utility in “Sustainalytics” rankings.
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Profttous s, @
We Work With Everyone Customer Investment

(bils)

$3 - $7
Ops

N\

Y Dividend

ecession

/
L

Recession

2 Adjusted EPS (non-GAAP)
T T T

Weather

d A Help
[T Hurt

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

(o] [V B Summer i, [+

Cold LI Warm | Mild
winter MGl winter [summer [UILCE

Governor (D)

RS summer summer [RUNCT

LGOI Warm | Mild

Polar Cold Feb.BETTi)
summer @I @ Warm D] Winter

Governor (R)

Commission (D)

Commission (D)

Commission (R)

Commission (1)

Whipple

Joos

Russell

Poppe

$13

Last 10 Years Next 10 Years

.. .. consistent growth with even more opportunities ahead.
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0 6’ . Exhibit S-11

Simpie-Ferliabsbaigue Model .. . CMS ENEREY oot
pril 557 Investor Presenfation S-11 B Page 8 of 43
2017+
Plan

Customer investment (reliability, costs, enviro mandates) 6% - 8%
Self Funding:

- O&M cost reductions 2 -3pts

- Sales growth “ED” 1

- No “block” equity dilution & other 2

INVESTMENT SELF-FUNDED
Rate increase “at or below inflation” 2% _

.... continues to drive sustainable growth, with upside opportunities.
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Jen-year-sd8-bii#en Customer Investment Plan....  MS ENERG g
p S-11 |

fil 5-7 Indesfor Presentation Page 9 of 43

2018 - 2027

Details
- Capex
518 billio (bils)
® Gas Infrastructure &
Maintenance $8
® Supply (incl. renewables) 4
_ Gas ° e et e
Electric Infrastructure & Electric Distribution 6

—

® Future Opportunities:
— Improve gas infrastructure

— Grid modernization . 3. 7
Supply — More renewables
— PPA replacement
Renewables Gas i _
* P ® Plan w/ Opportunities $21 - $25

|
|
|
|
|
|
|
|
|
|
|
|
|
e I —
Distribution Maintenance I
y : Total Customer Investment %m
|
|
|
|
|
|
|
|
|
|
|
|
|

.. .. with even more opportunity ahead.
8




Model:

O&MbBstrRERBIFHance Helps to Fund. . ..

April 5-7 Investor Presentation

Actual Cost Reduction

Case No: U-18322
Exhibit S-11

i . Welke
CMS ENEREGY: &S

New Annual Cost Savings

(Peers 2015 over 2006)

Peer Average ~5% 7

Consumers

-3%Iyr
(thru 2016

Source: SNL, Form 1, Electric Non-fyel O&M

Three-Year Avg
2014 2017
-2016  -2019
Good Business Decisions| (mils) (mils)
* Attrition $-16 |$- 16
* Productivity (Coal >Gas) -20 5
* Enhanced capitalization -10 4
* Smart Meters - 4 - 5
“Consumers Energy Way”
* Work Management & -15 - 20
Eliminate Waste
|Increases
* Mortality, Disc. Rates, & +20 0
Other
* Service Upgr./Inflation +10 + 30
Net savings $-35 §$-20
Percent savings i::{% 20, IT{
a year! m

.. .. heeded customer investments.

Page 10 of 43
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EFcortsiebevalsment Growth . . < CMS ENEREGY 5 o7

April 5-7 Investor Presentation I Page 11 of 43
n n aj u
Our Service Territory Outperforms Examples of New Business
Grand [ JElectric [_1Gas [__]Combination
Rapids | Michigan _ U.S Announcement Announcement
Building Permits® | +349% | +253% +110% Royal Technologies Zeeland Farm Services
Ottawa Ithaca
« Manufactures plastic * Products and services to
GDP 23 14 12 injection components for the agriculture and
multiple industries transportation industries
2010—2015 « 66 new jobs * 74 new jobs
. $34 mil investment O $123 mil investment
Population 6 1, 4 Arauco
2010—>2016
Dicastal ‘
U nemployme nt 3% 3] 5 GM Assembly I Durolast Roofing
(1 1 7) Continental Dairy [ L €3 V'entures GM Assembly
; Switch Enbridge |
Grand Rapids ranked third best in USA for job 2gnarCosma e __| Dar
creation & economic development by Area Knauf Post — | =~ MSUFRIB
Development Magazine \ MACI
o Grand Rapids Denso | | Brembo Inteva
bl Annualized numbers February 2010->February 2017

.. . . opportunities to improve even more.
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TheComsumers Energy Way. . .. CMS EverREY, S

The CE Way

Safety - Quality - Cost - Delivery - Morale

CUSTOMER ENABLED
FOCUS EMPLOYEES

BUSINESS
RESULTS

CONTINUOUS STANDARDIZED
IMPROVEMENT PROCESSES

... . a culture of continuous improvement.

11
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Consrstent:Growth Through. . . F MS ENERGY: 8"
7% CAGR

EPSﬂ /
Dividend
-
Weather
ecession| Recession . Help
T Hurt
iK&J&édEPS(nonGAAP)

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Governor (D) Governor (R)
Commission (D) Commission (D) Commission (R)  |Commission ()
Whipple Joos Russell Poppe

. recessions, adverse weather, and leadership changes.
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FvolQilprieleabex-Growth (Next 10 Years). . .. @
Capex
(bils)
25 $21 - $25

| ﬁm

¢
$15.5
>
0 _ I | |

2015 Feb. 2016 Dec. 2016 Future Ops

.. .. supports high-end adjusted EPS growth.
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CustetfichiivesBhent . .

April 5-7 Investor Presentatio

Saginaw Trail Pipeline

S-11

Gas Infrastructure

Case No: U-18322
Exhibit S-11

Welke
CMS ENEREY: Jo:;

Renewables

+$0.6 billion

* 94 miles, 24” diameter

* Multi-year project

+$1 billion

 Reduce system risk and
increase capacity

« 25 years remaining at
current levels

+$1 billion

« State RPS 15%
* Build 500MW

 Expect to go
substantially higher

.. safety, reliability, and environmentally responsible.

Page 15 of 43
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CuUstSmBEDE R Hvestment ($18 billion). ... CMS EVeREY, -
- AeieTlvestorPresentation T — €160 43
 Clean Power] [Infrastructure] [ Reliability J [Maintenance]
$1.4 Billion $3.4 Billion $2.8 Billion $10.4 Billion

v
s
23
A
-
3

udington Pumped Storag ~ Gas distributiom——,

v

... . remains small and incremental, with no “big bets” and opportunity to grow.
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FUtUISER0e5-E0Bertunities . ... @

e 17 of 43

Replacement
MCV PPA Opportunities

« 1,240 MW * Renewables
 Expires 2025  Energy efficiency

» Demand response

renewables

.. .. Clean and Lean.

17



Clean and Lean. Case No. U-18322

Genératiti Sikateqy. New Supply Sources. . .. MS ENEREY a7
Levelized cost
of new build
[kWh
¢ 95 )_ & New Build
[] Consumers Energy Sources 22
. 15¢
12¢
5.5¢
| 4‘ ij
0 I = I ] 1 =
Combined Cycle Gas Plant Wind Coal Nuclear Residential Solar
Gas price= $3.00 $4.50 $6.00 W/tax Wlotax W/ emission Today  Future
credit credit controls $3.00 per $2.00 per

watt watt?

.. .. combined cycle gas is the most attractive new source of supply.

18



Clean and Lean. Case No: U-18522

RedEiCaEBItimpact.... CMS EveREY, S

Tons CO,

(mils)
20 -

/
7

e 19 of 43

Consumers Energy 2012 Emissions

Retire
950 MW
coal

State of Michigan Target -
(Consumers Energy’s share)

@d well for compliance

0
2015 20

16 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
....because we live here too.




Clean and Lean. Case No: U-18522

Projested-meaticidon of Air Pollutants By 2020. . .. MS ENERG s st
- - e O
Amount
(tons of pollutants)
120 /\ =502 Emissions (x000) ====NOx Emissions (x000) CO2 Emissions (x10%6)  ====PM Emissions (x000)
100
80
60
40
\\
0 T

1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

.. . . significant reduction.




Clean and Lean. _ ff s
ClealigitrergyFortiolio. ... s every, i

e 210f43

Apple Blossom Wind Farm Community Solar Gardens

» Competitive price « Utility Scale Solar

« 100 MW » Grand Valley State University, 3 MW

_ _ » Western Michigan University, 1 MW
« Commercial operation by 2018

« Capacity, energy, and renewable
credits

 PPA with option to purchase

Digital rendering of Grand Valley’s campus

... . demonstrates ability to grow green generation.




Cleapandiean. e
Capasibyiibyersligh: , , _ @

. e 22 of 43

Nuclear
8%

Oil
10%

Purchases
3%

Renewables
10%

Potential Future Capacity Mix

Pumped

Nuclear Storage
8% 12%

0il 6% 0il 9%

Purchases 2%
Renewables
3%

Pumped
Storage
1%

Renewables
30%

Pumped
Storage
13%

... . evolving to cleaner generation and becoming more cost competitive.
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P I ectric @

23 of 43

Total Company Supply 2015 2016 Future
7~
- Coal 4% i 24%’ ’v
A A D

e Gas 18 27

LN )

* PPA (Nuclear and Gas)"~ 38

alIncludes 3% from Classic 7 coal plants (shutdown April 2016) /Includes market purchases

.. significant shift away from coal.

23
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SustBABIEL | CMS EVeREY, -

e 24 of 43

A Sustainable Strategy Coal Capacity Mix
* Retired 950 MW of coal

2005 2017

 Found positions for affected

employees Largest reduction of any
investor-owned utility

» Worked with local
communities early on

* Reduced our environmental
impact

Positioned well for

carbon reduction

% Coal [ % Non-coal

.. .. transition to cleaner fuels.




TopofMind:
New EBe P LA

April 5-7 Inv Presentation

) Customer _g

What’s New?

S-11

Case No: U-18322
Exhibit S-11

i . Welke
CMS ENEREY: R

Page 25 of 43

What is the Impact?

» Subsidies addressed
* ROA reform
 Net metering

* Price competitiveness
 Secure capacity

* Increased energy efficiency & demand
response incentive

* Improved incentives

* RPS -- 15% by end of 2021

« Additional rate base
opportunity

* Improved Regulatory Process
* 10 month rate case

« Streamlined process

* Integrated Resources Plan (IRP)

=
=
=
=
=

* Reliability planning
* Pre-approval of projects

.. .. strengthens our Plan AND benefits our customers.




TopofMind:
StroBE kb St . . ..

Commission: Updated Terms

Case No: U-18322

Tier 1 State Ranking

ibit S-11
CMS ENEREY: 5
e 26 of 43

Sally Talberg (1)
Chairman

Term Ends: July 2, 2021
Prior: July 2, 2019

Switched
term-end
dates

Norm Saari (R)
Term Ends: July 2, 2019
Prior: July 2, 2021

Rachael Eubanks (l)
Term Ends: July 2, 2023
Prior: July 2, 2017

Reappointed!

Barclays Research, 2016 state rankings

.. . . constructive regulation.

27



Top of Mind: i

RouliHe-aHgRegdar Rate cases. ... @
Electric Gas
Filed March 31st, 2017 August 15t, 2016
Amount (mils) $173 $90
Self-implement October 1st, 2017 January 29t 2017
Final Order By March 30th, 2018 July 31st, 2017
Customer Benefits - Safety - Safety
* Reliability * Deliverability
 Environmental « Capacity

.. .. designed to serve customers and investors.




Top of Mind.:

Case No: U-18322
Exhibit S-11

PotelliaElasnmererm . . . . CMS ENERGY 5 o0
pril 5-7 Investor Presentation S-11 e~ Page 28 of 43
Assumptions Impact
CMS
« Lower federal tax rate at 15% . Better Than Today
35%) Utility
(VS 0 — More than ample investment
“Backfill”
* Loss of interest deductibility on Enterort
nterprises
all debt (may be Iess,better) - Improved earnings & cash flow
* Loss of state income tax Parent
deductibility — Interest deduction loss @

* Retention of property tax
deductibility

* 100% asset expensing

— Offset by EnerBank interest income

“Headroom”
| t t
m nvestimen 21 ) 25

(bil) Opportunity (bil)

Potential

2018 - 2027 2018 - 2027

....can be accretive and reduce rates.



7'0p MO{M/:/?OI B Case'No: UI:?EE
PoteitaladeRetorm . . . . @
- Aedis7laveslorPresentafion S —— €29 of 43
Scenarios® Non-Regulated
Alternative

EnerBank interest income offsets
Parent interest expense

Corporate Tax Rate 15% 20% 25%

Assumptions

Asset Expensing
— Amount 100% 100% 100% $130 mil
= Annual Backfill (mils) $100 $200 $300

Loss of Interest

Deductions 100% 100% 100%
Result
Customer Rate 4% 1%  Neg. .
Decrease . $130 mil | .
Investors Parent Interest  EnerBank Net Interest
Y @ Expense Income

al5.Year outlook

.. .. good for customers AND investors.




Top of Mind. e

Anothigk-Step-+oWards Clean & Leay). ... CMS ENERGY gt
Palisades PPA Contract Approach
C°TSt Contract
$(2'é3) ) price-to- Replace above market PPA contract
Consumers (customer savings)
400 - o Savings Fully utilize existing assets
Custom
350 - ment {0 Enterdy Emphasis on no carbon solutions
300 One-time pay - Energy Efficiency,
« Demand Response, and
250 - * Renewable wind
200 Rep'gce:"e"t Avoid large capacity needs
7] 0s
(no “big bets”)
150 (5)Future coal rtuniti
N uture coal-to-gas opportunities
N
2018 2019 2020 2021 2022 °
ﬂ__C_oBt_ract expires April 11, 2022. Amounts shown on the chart on annualized basis.

... . savings beneficial to customers AND investors. g§
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CMS ENEREY: Jo:;

e 31 0f43

TopofMind:
DIG=LG0 MM R-Feakers (200 MIWY). .. .

Pre-Tax Income Opportunities
(mils)
$80 - $75
- Contracts
(layering in over time) =
i $55 Eﬁ %{
40 - $35 hﬁ;ﬂz !
$30
| Better
Performance
|
pull-ahead
0 1 |
2015 2016 2017 Future
Capacity ($/kw-mth) = $1.00 = $2.00 = $3.00 $4.50 $7.50
Available: = mmmmmmm e
o Energy 0% 0% _ _0_"/2 1 25% :
- Capacity 0 0 ' 10 50% - 90% !

.. .. adding value. %
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MichifgznsRegovery. .. M ENETIY: 3
p. =/ lnvesior Eresentation

S-11 Page 32 of 43

Gross Domestic Product — 2010 through 2015

Grand Rapids
Top 10% of All Cities!

Grand Rapids | Michigan U.S.
Building Permits +349% +253% +110% B Highest quintile
GDP (10 to ’15) 23 14 12 [ Fourth quintile
[ Third quintile
Population (‘10 to ’16) 6 Ya 4 [ Second quintile
|:| . g
Unemployment (1/17) 3%, 5 5 Lowest quintlle

Source: U.S. Department of Commerce - bea.gov, real GDP 2009 chained dollars, 2015 advance and 2009 - 2014 revised, 6/14/16
.. .. Grand Rapids ranked third best in USA for job creation and economic development.
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Diverseastomer Base. ... CMS EVeREY, -

e 33 of 43

Top Ten Customers 2016 Gross Margin
(2016 Ranked by Revenue)

1. Hemlock Semiconductor Corporation
2. General Motors Company
3. State of Michigan

4. Meijer Inc. Commercial
5. Nexteer Automotive Corporation Residential 25%

0
6. AT&T Inc. R

7. Enbridge Energy Partners L.P.
8. Spectrum Health Hospitals
9. Gerdau Macsteel

10. Wal-Mart Stores Inc.

Industrial
7%

Other Az‘i/m
Percentage of gross margin is 1.5% I 3% °
$4.9 Billion

.. with “Autos” only 2% of gross margin.
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2] Michi Public Service C issi f : Ik
EP S , Co(;sg;ners EnCerg(;}/rég?npz;)rr:;/n-1 ISEISe?:?ric M maem 1?
ot 5.7 Presenali Siid € 34 of 43
EPS?
$2.10- +7% Average growth per year

$1.55 Not Yet in Plan

v’ Customer investment
opportunities
v'More cost performance

2009 2010 2011 2012 2013 2014 2015 2016 2017 Future

2] Adjusted EPS (non-GAAP)

.. .. track record of consistent growth.
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Mjehj uBlic Service Commission
20]6 s Energy Company - Electric
prl 5-

Case No: U-18322
Exhibit S-11

i . Welke
CMS ENEREY: R

5-Zlnvestor Presentation S —— Page 35 of 43
Adjusted EPS I ! |
|
(non-GAAP) : : :
1 [ [
: Warm | '
: Summer |
|
|
| |
| |
| |
| |
| |
|
|
. . $2.02
|
i 0
| 1%
|
[ 14¢ A
<N 7 Y 1 :
| |
| |
Wgtather & Recovery : l \ /
orms : Pension “Yield Curve” 5¢ Mild Weather 3¢
: !Enhance.d Capitali.zati.on 3 Debt Pre-funding 4
| 15 Pensm‘l"l C°',1,t"bu"°" 2 Foundation & Low Income 5
: Imp;?ved UAs” & Other 3 Cust. Improvements & other _5
i Offsets 13¢ Reinvestment 17¢
[ |
[ |
| .
January March 31 June 30 September 30 December 31

... high end, +7% at $2.02. [
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e36 of43

2008 2009 2010 2011 2012 2013 2014 @ 2015 2016

EPS®
2.20 -
$ 18
Cost
productivity .
200 - above plan b
' 0 ' productivity
_ Jo above plan
Reinvestment Storms
13¢
1.80 - Reinvestment
RECORD
WARM Offsets
1.60 - Reinvestme -9¢ 2?::: :)I:I;;y
Cost “Summerless” I \/J\’/—y
Productivity
1.40 - Storms
Mild Summer - 201 3 - 201 6
20 Customer Reinvestment =
| ] $340 million
productivity

. . maximizes benefits for customers AND investors.
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April 5-7 InweStor Presentation S-11 Page 37 of 43

Amount
(bils)

Gross operating cash flowx! $2.9
up > $0.1 billion per year

Interest, working
capital and taxes

Operating cash flow

9 A Investment

(0.1) - A

w Cash flow before dividend
(0.6) - 4l Non-GAAP
2015 2016 2017 2018 2019 2020 2021
NOLs & Credits $0.7 $0.9 $0.9 $0.7 $0.5 $0.2 $0

.. . . Investments with no block equity.
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e 38 of 43

Scale Strategy
S&P/ S&P Moody’s Fitch
Fitch Moody’s (Dec. ‘15) | (Mar. ‘16) (Mar. ‘16) ° Strong financial position
A+ A1 c
onsumers
A A2 Secured ] ]
A- A3 * Growing operating
BBB+  Baat cash flow
BBB Baa2
BBB- Baa3
BB+ Baf
* Return on regulated
BBB  Baa2 O O — CMS . investment
BBB-  Baa3 i : i : -' roeeie
BB+ Baf A
BB Ba2 @ Present .
[ ]
BB. Ba3 % Prior Supportwe regulatory
B+ B1 ) S 2002 environment
B B2
B- B3 S

N

Outlook Stable Positive Stable
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GAAP Reconciliation



Michigan Public Service Commission
Consumers Energy Company - Electric

ApriL5-Z Invesior Presentation 541

Eamings Per Share By Year GAAP Reconciliation

CMS ENERGY CORPORATION

Case No:

U-18322
ibit S-11

(Unaudited)
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Reported earnings (loss) per share - GAAP ($0.30) $0.64 ($0.44) ($0.41) ($1.02) $1.20 $0.91 $1.28 $1.58 $1.42 $1.66 $1.74 $1.89 $1.98
Pretax items:
Electric and gas utility 0.32 (0.60) - - (0.06) 0.08 055 0.05 - 0.27 - - - 0.04
Taximpact (0.11) 0.21 - - (0.01) (0.03) 0.22) (0.02) - (0.10) - - - (0.01)
Enterprises 0.93 0.97 0.06 (0.12) 167 (0.02) 0.14 (0.05) * (0.01) * 0.05 * *
Taximpact (0.19) (0.35) (0.02) 0.10 (0.42) * (0.05) 0.02 (0.12) * *) (0.02) *) *)
Corporate interest and other 0.25 (0.06) 0.06 0.45 0.17 0.01 0.01 * - * * * * 0.02
Taximpact (0.09) 0.03 (0.02) 0.18) (0.49) (0.03) *) *) (0.01) *) *) *) *) (0.01)
Discontinued operations (income) loss, net (0.16) 0.02 0.07) (0.03) 0.40 *) (0.08) 0.08 (0.01) (0.03) * *) *) *
Asset impairment charges - - 2.80 107 0.93 - - - - - - - - -
Taximpact - - (0.98) (0.31) (0.33) - - - - - - - - -
Cumulative accounting changes 0.25 0.02 - - - - - - - - - - - -
Taximpact (0.09) (0.01) - - - - - - - - - - - -
Adjusted earnings per share, including MTM - non-GAAP $0.81 $0.87 $1.39 $0.57 $0.84 $1.21 (a) $1.26 $1.36 $1.45 $1.55 $1.66 $1.77 $1.89 $2.02
Mark-to-market 0.04 (0.65) 0.80
Taximpact (0.01) 0.22 (0.29)
Adjusted earnings per share, excluding MTM - non-GAAP NA $0.90 $0.96 $1.08 NA NA NA NA NA NA NA NA NA NA

* Less than $0.01 per share.

(a) $1.25 excluding discontinued Exeter operations and accounting changes related to convertible debt and restricted stock.
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Michigan Public Service Commission W ke
Consumers Energy Company - Electric m a/a? 78/ 17
i . i'il i | ’ ﬁ'" e 41 of 43

CMS Energy
Reconciliation of Gross Operating Cash Flow to GAAP Operating Activities
(unaudited)
(mils)
2015 2016 2017 2018 2019 2020 2021

Consumers Operating Income + Depreciation & Amortization $ 1,866 $ 2,037 $ 2,138 $ 2,315 $ 2,547 $ 2,678 $ 2,816

Enterprises Project Cash Flows 20 46 53 54 53 53 54
Gross Operating Cash Flow $ 1,886 $ 2,083 $ 2,191 $ 2,369 $ 2,600 $ 2,731 $ 2,870

Other operating activities including taxes, interest payments and

working capital (246) (454) (541) (619) (750) (781) (820)
Net cash provided by operating activities $ 1,640 $ 1,629 $ 1,650 $ 1,750 $ 1,850 $ 1,950 $ 2,050

44
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e snegrsRaduced Coal Dependency

pril 5-7 Investor Presentation

> 0O =

Nuclear
Qil 6%

Purchases
3%
Renewables
10%

Pumped
Storage
12%

Renewables
3%

Pumped
Storage
1%

v Optimized Assets

AND

Clean

Gas & Renewables
 Jackson, * Wind,
540 MW 704 MW

 Solar, 4 MW

Now: Replacing Capacity (without carbon)

Add energy
efficiency and
- demand
response with
Terminate PPA incentives

$1 bil
renewables
in Plan

Future: “Wind for PPA”

Renewables replace MCV _

Why?
People

Planet
Profit

INVESTOR INFORMATION

CMS Energy Corporation Phil McAndrews (517) 788-1464
Investor Relations Department Travis Uphaus  (517) 768-3114
One Energy Plaza, Jackson, Ml 49201 www.cmsenergy.com

Case No: U-18322
Exhibit S-11
Witness: Welke
Date: 8/10/2017
Page 42 of 43

OUR MODEL; OUR PLAN

People, Planet, and Profit

OUTPERFORMED FOR A DECADE:
NEXT DECADE EVEN BRIGHTER

« 14 year track record, +7% EPS® growth

« Capex -- $18 billion, 100% organic
($3 - $7 billion capex opportunities)
(more with “wind for PPA”)

« Self-funded -- No block equity
dilution!
(10 years -- up from 5!)

* Best cost performance in sector
(Down 3%lyear since 2006)

The “Consumers Energy Way”

- Safety: every day is a safe day

Quality: we get it right the first time

Cost: we see and eliminate waste

Delivery: we get it done on time

Morale: we are proud to serve

. ... a culture of continuous improvement.

CMS Energy: World Class Performance
Delivering Hometown Service

April 2017
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Michigan Public Service Conjmission Witness: Wellje
Consumers Energy Company - Electric c a a n O e Date: 8/10/2017

April 5-7 Investor Presentatidn S-14 | to: 810207
! SOES $ : 2017+ Plan

1. 2.02 ——
¢1.26 $1.36 $145 155 sep_$177 315 || Capital investment 6% - 8%

® Adjusted EPS ~

$1.08 $1.21 $1.16 $1.24

- O&M cost reductions 2 -3
- Sales growth

$0.81  §0.90 $0.96 g6¢ $1.02 $1.08

Y

. Int’l Sale :
®Dividend e e = ' -No “block” equit
y
| 2003 | 2004 | 2005 | 2006 | 2007 2008 2009 2010 2011 2012 2013 2014 2015 2017 | Fut | : dilution & other
uture
G | INVESTMENT
¥ $1.2 §2.1 ¥ 2.9 . (SELF-FUNDED)
3
~50.9 /_O - i '
®Gross .OCF . W . . . . . = | Rate increase // <2 %
(blls) 2003 2010 2011 2012 2013 2014 2015 2016 2_27/2018 2019 2020 2021 : _ <%I _
|_Self-funded (No block eqmty dilution) 1_Cost Reduction ew Cost Savings (mils)
201 8 2027 : (2015 over 2006) Good Business Decisions | mie Igar?(ne;ag:(;
QCapEx 2007 - 2016 2018 - 2027 . . ! - Arition §-16 $- 16
$3 to $7 b|| UpSIde I -|® Productivity (Coal to Gas) - 20 -5
* Improve gas infrastructure : N8 gnhanK/(lad Capitalization -12 - g
V | uctu e Smart Meters - -
® Grid modernization : [“Consumers Energy Way” |
® More renewables 1 Il Work Management -15 - 20
* PPA replacement : [ Increases |
I e Discount Rates Plus +20 0
‘ as Addition I Consuomers <{* Service Upgr./Inflation ~_ +10 +30
: _____ v Net Savings $-35 $- 20 |
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STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the application of
CONSUMERS ENERGY COMPANY Case No. U-18322
for authority to increase its rates for the (e-file paperless)
generation and distribution of electricity
and for other relief.

/

MICHIGAN PUBLIC SERVICE COMMISSION STAFF’S
SECOND DISCOVERY REQUEST TO
CONSUMERS ENERGY COMPANY

The Michigan Public Service Commission Staff, by its attorneys, Spencer A.
Sattler, Amit T. Singh, Meredith R. Beidler, and Monica M. Stephens submits the
following discovery request to Consumers Energy Company in accordance with
MCR 2.309, MCR 2.310, and Rule 423 of the Commaission’s Rules of Practice and

Procedure.

INSTRUCTIONS

A. Each discovery request must be answered separately and fully in
writing under oath, and each answer should identify the person responsible for the

answer.

B. If a question is directed to a witness who cannot answer the question,

redirect the question to a person who can answer it.

C. For any requests with subparts, provide a complete separate response

to each subpart.
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D. Data requests apply to all responsive information and documents (if
not privileged) in your control or the control of your attorneys, witnesses, or other

agents.

E. With respect to any document or communication for which you claim a
privilege, identify the document or communication, including the general subject
matter, but not the substance, state the privilege involved and also state the factual

and legal basis for the privilege.

F. These data requests are to be construed broadly to elicit all requested
information that is discoverable under the MPSC’s Rules of Practice and Procedure

and the Michigan Court Rules. Accordingly:

o the present tense shall be read to include the past tense and the

past tense shall be read to include the present tense; and

o the singular shall be read to include the plural and the plural

shall be read to include the singular.

G. If you believe a question or data request is ambiguous, please ask

counsel for Staff to clarify the question as soon as possible.

H. Where your response to any question or data request is based on
assumptions or requires you to refer to any work paper, study, or other analysis,

please describe the assumptions and provide the work paper, study, or analyses.
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I. If any responsive information or document is not in your control, but
you know or believe that it exists, please identify the information or document and

indicate, to the best of your ability, the document’s location and custodian.

J. If there are any documents that have been destroyed or are
unavailable, which would otherwise have been provided, please identify and

describe the following:

o the subject matter and content of the document;
. the date the document was destroyed or removed; and
. the reasons the document was destroyed or is unavailable.
K. These requests are continuing and require further and supplemental

responses if you receive or generate additional information within the scope of these
requests between the time of the original responses and the close of the record in

this case.

L. If, for good cause, you cannot provide a timely answer to a question,

provide an estimated response date.

DEFINITIONS

A. The term “break out” means to separate an amount, figure, or data set
into its component parts to identify and classify, where appropriate, each

component part.
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B. The term “communication” includes all mediums of communication,
including written, printed, electronic, verbal, or pictorial, no matter how it is

transmitted.

C. The term “copy” means any reproduction, in whole or in part, of an

original document.

D. The definition of “document” in MCR 2.310(A)(1) applies to the term
“document” as it is used in Staff’s discovery requests, no matter how the document

1s stored, produced, reproduced, or transmitted.

E. The term “each” includes the term “every” and “every” includes the
term “each.” The term “any” includes the term “all” and “all” includes the term

“any.” The term “and” includes the term “or” and “or” includes the term “and.”

F. The terms “relating to” or “related to” means being in any way relevant
to, commenting on, consisting of, referring to, composing, comprising, discussing,

evidencing, identifying, involving, reflecting, or underlying.

G. The terms “state,” “describe,” and “explain” call for answers
independent from any documents that are required in response to a request. The
answer should be in a form (e.g., narrative, tabular, etc.) appropriate to a complete

response to the request.

H. The terms “you” and “your” refer to the Consumers Energy Company.
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INTERROGATORIES AND
REQUESTS FOR PRODUCTION OF DOCUMENTS

21.  Relating to “Investor Meetings April 5-7, 2017 Presentation
(Attachment #1) Slide #9, entitled “O&M Cost Performance Helps to Fund . . .” and

the box describing the source as “SNL, Form 1, Electric Non-Fuel O&M”:

a. please provide total actual costs by year from 2006 thru 2016

and tie the costs to the statement: “-3%/yr (thru 2016).”

b. for 2011 thru 2016, please break out and tie the yearly amounts
provided in question 1(a) to the categories of expenses provided
to Staff in case U-17990 in response to Staff Request #: 005
(Attachment #2). Please also tie the categories of expense to the

MPSC P-521 for years 2011 thru 2016.

22.  Relating to the Company’s 2011 through 2016 SEC filed 10-k’s,
(Attachment #3), please provide the Electric utility income statements that tie to
the following “Net Income Available to Common Stockholders” taken from

Attachment #3:

a. $333 million for 2011.

b. $325 million for 2012.

c. $363 million for 2013.

d. $384 million for 2014.

e. $437 million for 2015.
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f. $458 million for 2016.

23.  Relating to question 2, for all years, please break out and tie the
expense portion of the income statements to the categories of expense shown on

Attachment #2.

24.  Relating to “Investor Meetings April 5-7, 2017” Presentation Slide #9
entitled “O&M Cost Performance Helps to Fund . . .” and the box entitled “New
Annual Cost Savings”:

a. please provide total projected costs for 2017-2019 and tie to “2%

P)

a year

b. please tie projected 2017-2019 costs to a “Three-Year Average

2017-2019” reduction of “$-20.”

c. please tie the Company’s $627,602,000 O&M expense projection

to the Company’s projected costs from questions 4(a) and 4(b).

d. please provide the income statements for 2017, 2018, and 2019
that tie to the total projected expenses from questions 4(a) and

4(b).

e. relating to question 4(d), please break out and tie the expense
portion of the income statements into the categories of expense

shown on Attachment #2.

25.  Relating to “Investor Meetings April 5-7, 2017 Presentation Slide #9,

please indicate where in this case (either in whole or in part):



Michigan Public Service Commission
Consumers Energy Company - Electric

Case No.: U-18322

Staff's 2nd Discovery to Consumers Energy S-11.2

a.

“Good Business Decisions 2017-2019” and “Attrition” of $-16
Million a year is presented and supported. Please provide the
testimony references, exhibits, or workpapers that support your

answer.

“Good Business Decisions 2017-2019” and “Productivity” of $-5
Million is presented and supported. Please provide the
testimony references, exhibits, or workpapers that support your

answer.

“Good Business Decisions 2017-2019” and “Enhanced
Capitalization” of $-4 Million is presented and supported.
Please provide the testimony references, exhibits, or workpapers

that support your answer.

“Good Business Decisions 2017-2019” and “Smart Meters” of $-5
Million is presented and supported. Please provide the
testimony references, exhibits, or workpapers that support your

answer.

“Consumers Energy Way” and “Work Management & Eliminate
Waste” of $-20 Million is presented and supported. Please
provide the testimony references, exhibits, or workpapers that

support your answer.

Exhibit S-11.2

Witness: Welke
Date: 8/10/2017

Page 7 of 40
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f. “Increases” and “Mortality, Disc. Rates & Other” of $0 is

presented and supported. Please provide the testimony

references, exhibits, or workpapers that support your answer.

g. “Increases” and “Service Upgr./Inflation” of $+30 Million is
presented and supported. Please provide the testimony

references, exhibits, or workpapers that support your answer.

26. In Attachment #2, line 35 under the heading “Reconciliation to Budget
Data Book” accounts for “Unresolved Task in Budget.” Was there an amount of
“Unresolved Task[s]” that was not included in Case No. U-18322? “Unresolved
Task,” as the term is used in this question, is any amount shown in “Reconciliation
to Budget Data Book” that would work as a reduction to the revenue requirement,

such as the amount shown on line 35 of attachment #2.

27.  Relating to “Investor Meetings April 5-7, 2017” Slide #29, does the rate

case include any of the following assumptions?

a. Lower federal tax rate at 15% (vs. 35%)?

b. Loss of interest deductibility on any debt?

c. Loss of state income tax deductibility?

d. Retention of property tax deductibility?

e. 100% asset expensing?
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28.  If the answer to any of questions 7(a) through 7(e) is yes, please detail

the impact of that assumption on this case.

Respectfully submitted,

MICHIGAN PUBLIC SERVICE COMMISSION
STAFF

Spencer A. Sattler (P70524)
Amit T. Singh (P75492)
Meredith R. Beidler (P78256)
Monica M. Stephens (P73782)
Assistant Attorneys General
Public Service Division
7109 W. Saginaw Hwy., 3rd Floor
Lansing, MI 48917

DATED: May 2, 2017

18322/Discovery/2nd Disc Req to CECo
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A CMS Energy Company General Offices: LEGAL DEPARTMENT
One Energy Plaza Tel:  (517) 788-0550 CATHERINE M REYNOLDS  Ashley L Bancroft
Jackson, MI 49201 Fax: (517) 768-3644 Senior Vice President Robert W Beach
and General Counsel Don A D’Amato
*Washington Office: Robert A. Farr
M ay 17’ 2017 1730 Rhode Island Ave. N.W.  Tel:  (202) 778-3340 MELISSA M GLEESPEN Gary A Gensch, Jr.
Suite 1007 Vice President, Corporate Kelly M Hall
Washington, DC 20036 Fax: (202) 778-3355 Secretary and Chief g’?fy L KF’;“EFBOFT
H H H Compliance Officer antez P Knowles
Vla U S and EIeCtron IC Mal I Writer's Direct Dial Number: (517) 788-0835 lJ\/Iary J"\’A'Rz‘,‘;"”e
Writer's E-mail Address: bret.totoraitis@cmsenergy.com SHAUN M JOHNSON ason M Milstone
Vice President and Deputy ~ Rhonda M Morris
General Counsel Deborah A Moss*
Spencer A. Sattler, Esq. Mirée Michael Nestor
. H Richard Chambers James D W Roush
Assistant Attorney General Efic V Luoma Scott J Sinkwits
. 3 h Shelley J Ruckman JAdam %ASTTth
Kimberly C Wilson anae ayer
7109 WESt Sag Inaw H Ig Way Assistant General Counsel 2ret AJ(SF”?'“S
H nne M Uitviugt
Post Office Box 30221 ttomey

Lansing, M1l 48909

Re: MPSC Case No. U-18322 - In the matter of the application of Consumers Energy
Company for authority to increase its rates for the generation and distribution of
electricity and for other relief.

Dear Mr. Sattler:

Enclosed are the Company’s responses to discovery questions 18322-ST-CE-25 through 27 and
30 through 32. These responses are being served in hard copy format only on the requesting
party. The requesting party and all others will be served with the discovery responses by e-mail.
[NOTE: The Excel attachment(s) pertaining to Response No(s). 25 and 26 are being provided via
e-mail to all parties.] In an effort to save time in preparing responses to discovery requests, all
responses will no longer be notarized.

In providing these responses, the Company does not necessarily concede that the requested
information is relevant or material to these proceedings. The Company therefore specifically
reserves the right to raise objections to the introduction into evidence, through cross-examination
or otherwise, of any material supplied pursuant to a discovery request.

The Company intends to supplement a prior response if it becomes aware of a relevant and
material error in the response. The Company also intends to supplement a prior response if it
becomes aware that there has been a significant change in circumstances unknown to the
requesting party which would substantially alter a prior response in a manner which is material
and relevant to this case. However, the Company does not keep prior responses under continuous
review.

Enclosed with this transmittal is a copy of your May 2, 2017 interrogatories with our internal
numbering system annotated in the margins. This will assist you in cross-referencing and
tracking our responses.

Sincerely,
Digitally signed by
Bret A. Totoraitis
Date: 2017.05.17
16:39:09 -04'00'
Bret A. Totoraitis

CC Hon. Sharon L. Feldman, ALJ (letter and proof of service only via e-mail)
Kavita Kale, Executive Secretary (letter & proof of service via e-file)
Kevin Higgins (letter & responses via e-mail), khiggins@energystrat.com (& Hard C. of KRO Reqs)+Excels/Disks
Parties of Record

0c1705-6-238
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STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the application of
CONSUMERS ENERGY COMPANY Case No. U-18322
for authority to increase its rates for the (e-file paperless)
generation and distribution of electricity
and for other relief.

/

MICHIGAN PUBLIC SERVICE COMMISSION STAFF’S
SECOND DISCOVERY REQUEST TO
CONSUMERS ENERGY COMPANY

The Michigan Public Service Commission Staff, by its attorneys, Spencer A.
Sattler, Amit T. Singh, Meredith R. Beidler, and Monica M. Stephens submits the
following discovery request to Consumers Energy Company in accordance with
MCR 2.309, MCR 2.310, and Rule 423 of the Commission’s Rules of Practice and

Procedure.

INSTRUCTIONS

A. Each discovery request must be answered separately and fully in
writing under oath, and each answer should identify the person responsible for the

answer.

B. If a question is directed to a witness who cannot answer the question,

redirect the question to a person who can answer it.

C. For any requests with subparts, provide a complete separate response

to each subpart.
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D. Data requests apply to all responsive information and documents (if
not privileged) in your control or the control of your attorneys, witnesses, or other

agents.

E. With respect to any document or communication for which you claim a
privilege, identify the document or communication, including the general subject
matter, but not the substance, state the privilege involved and also state the factual

and legal basis for the privilege.

F. These data requests are to be construed broadly to elicit all requested
information that is discoverable under the MPSC’s Rules of Practice and Procedure

and the Michigan Court Rules. Accordingly:

o the present tense shall be read to include the past tense and the

past tense shall be read to include the present tense; and

o the singular shall be read to include the plural and the plural

shall be read to include the singular.

G. If you believe a question or data request is ambiguous, please ask

counsel for Staff to clarify the question as soon as possible.

H. Where your response to any question or data request is based on
assumptions or requires you to refer to any work paper, study, or other analysis,

please describe the assumptions and provide the work paper, study, or analyses.
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I. If any responsive information or document is not in your control, but
you know or believe that it exists, please identify the information or document and

indicate, to the best of your ability, the document’s location and custodian.

J. If there are any documents that have been destroyed or are
unavailable, which would otherwise have been provided, please identify and

describe the following:

o the subject matter and content of the document;
. the date the document was destroyed or removed; and
. the reasons the document was destroyed or is unavailable.
K. These requests are continuing and require further and supplemental

responses if you receive or generate additional information within the scope of these
requests between the time of the original responses and the close of the record in

this case.

L. If, for good cause, you cannot provide a timely answer to a question,

provide an estimated response date.

DEFINITIONS

A. The term “break out” means to separate an amount, figure, or data set
into its component parts to identify and classify, where appropriate, each

component part.
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B. The term “communication” includes all mediums of communication,
including written, printed, electronic, verbal, or pictorial, no matter how it is

transmitted.

C. The term “copy” means any reproduction, in whole or in part, of an

original document.

D. The definition of “document” in MCR 2.310(A)(1) applies to the term
“document” as it is used in Staff’s discovery requests, no matter how the document

1s stored, produced, reproduced, or transmitted.

E. The term “each” includes the term “every” and “every” includes the
term “each.” The term “any” includes the term “all” and “all” includes the term

“any.” The term “and” includes the term “or” and “or” includes the term “and.”

F. The terms “relating to” or “related to” means being in any way relevant
to, commenting on, consisting of, referring to, composing, comprising, discussing,

evidencing, identifying, involving, reflecting, or underlying.

G. The terms “state,” “describe,” and “explain” call for answers
independent from any documents that are required in response to a request. The
answer should be in a form (e.g., narrative, tabular, etc.) appropriate to a complete

response to the request.

H. The terms “you” and “your” refer to the Consumers Energy Company.
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INTERROGATORIES AND
REQUESTS FOR PRODUCTION OF DOCUMENTS

18322-ST-CE-25 _ _ _ _
21.  Relating to “Investor Meetings April 5-7, 2017 Presentation

(Attachment #1) Slide #9, entitled “O&M Cost Performance Helps to Fund . . .” and

the box describing the source as “SNL, Form 1, Electric Non-Fuel O&M”:

a. please provide total actual costs by year from 2006 thru 2016

and tie the costs to the statement: “-3%/yr (thru 2016).”

b. for 2011 thru 2016, please break out and tie the yearly amounts
provided in question 1(a) to the categories of expenses provided
to Staff in case U-17990 in response to Staff Request #: 005
(Attachment #2). Please also tie the categories of expense to the

MPSC P-521 for years 2011 thru 2016.

18322-ST-CE-26
22.  Relating to the Company’s 2011 through 2016 SEC filed 10-k’s,

(Attachment #3), please provide the Electric utility income statements that tie to
the following “Net Income Available to Common Stockholders” taken from

Attachment #3:

a. $333 million for 2011.

b. $325 million for 2012.

c. $363 million for 2013.

d. $384 million for 2014.

e. $437 million for 2015.
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f. $458 million for 2016.

18322-ST-CE-27 93 Relating to question 2, for all years, please break out and tie the

expense portion of the income statements to the categories of expense shown on

Attachment #2.

18322-ST-CE-28 94 Relating to “Investor Meetings April 5-7, 2017” Presentation Slide #9
entitled “O&M Cost Performance Helps to Fund . . .” and the box entitled “New
Annual Cost Savings”:

a. please provide total projected costs for 2017-2019 and tie to “2%

'”

a year

b. please tie projected 2017-2019 costs to a “Three-Year Average

2017-2019” reduction of “$-20.”

c. please tie the Company’s $627,602,000 O&M expense projection

to the Company’s projected costs from questions 4(a) and 4(b).

d. please provide the income statements for 2017, 2018, and 2019
that tie to the total projected expenses from questions 4(a) and

4(b).

e. relating to question 4(d), please break out and tie the expense
portion of the income statements into the categories of expense

shown on Attachment #2.

18322-ST-CE-29 _ _ _ . '
25.  Relating to “Investor Meetings April 5-7, 2017 Presentation Slide #9,

please indicate where in this case (either in whole or in part):



Michigan Public Service Commission
Consumers Energy Company - Electric

Case No.: U-18322
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a.

“Good Business Decisions 2017-2019” and “Attrition” of $-16
Million a year is presented and supported. Please provide the
testimony references, exhibits, or workpapers that support your

answer.

“Good Business Decisions 2017-2019” and “Productivity” of $-5
Million is presented and supported. Please provide the
testimony references, exhibits, or workpapers that support your

answer.

“Good Business Decisions 2017-2019” and “Enhanced
Capitalization” of $-4 Million is presented and supported.
Please provide the testimony references, exhibits, or workpapers

that support your answer.

“Good Business Decisions 2017-2019” and “Smart Meters” of $-5
Million is presented and supported. Please provide the
testimony references, exhibits, or workpapers that support your

answer.

“Consumers Energy Way” and “Work Management & Eliminate
Waste” of $-20 Million is presented and supported. Please
provide the testimony references, exhibits, or workpapers that

support your answer.

Exhibit S-11.2

Witness: Welke
Date: 8/10/2017

Page 17 of 40
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f. “Increases” and “Mortality, Disc. Rates & Other” of $0 is

presented and supported. Please provide the testimony

references, exhibits, or workpapers that support your answer.

g. “Increases” and “Service Upgr./Inflation” of $+30 Million is
presented and supported. Please provide the testimony
references, exhibits, or workpapers that support your answer.

18322-ST-CE-30 95 n Attachment #2, line 35 under the heading “Reconciliation to Budget

Data Book” accounts for “Unresolved Task in Budget.” Was there an amount of
“Unresolved Task[s]” that was not included in Case No. U-18322? “Unresolved
Task,” as the term is used in this question, is any amount shown in “Reconciliation
to Budget Data Book” that would work as a reduction to the revenue requirement,

such as the amount shown on line 35 of attachment #2.

18322-ST-CE-31 . . . .
ST-C 27.  Relating to “Investor Meetings April 5-7, 2017” Slide #29, does the rate

case include any of the following assumptions?
a. Lower federal tax rate at 15% (vs. 35%)?
b. Loss of interest deductibility on any debt?
c. Loss of state income tax deductibility?
d. Retention of property tax deductibility?

e. 100% asset expensing?
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18322-ST-CE-32 95 If the answer to any of questions 7(a) through 7(e) is yes, please detail

the impact of that assumption on this case.

Respectfully submitted,

MICHIGAN PUBLIC SERVICE COMMISSION

Annr A

Spencer A. Sattler (P70524)
Amit T. Singh (P75492)
Meredith R. Beidler (P78256)
Monica M. Stephens (P73782)
Assistant Attorneys General
Public Service Division
7109 W. Saginaw Hwy., 3rd Floor
Lansing, MI 48917

DATED: May 2, 2017

18322/Discovery/2nd Disc Req to CECo
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18322-ST-CE-25
Question:
21. Relating to “Investor Meetings April 5-7, 2017 Presentation (Attachment #1) Slide #9,

entitled “O&M Cost Performance Helps to Fund . . .” and the box describing the source

as “SNL, Form 1, Electric Non-Fuel O&M”:

a. please provide total actual costs by year from 2006 thru 2016 and tie the costs to
the statement: “-3%/yr (thru 2016).”

b. for 2011 thru 2016, please break out and tie the yearly amounts provided in
question 1(a) to the categories of expenses provided to Staff in case U-17990 in
response to Staff Request #: 005 (Attachment #2). Please also tie the categories
of expense to the MPSC P-521 for years 2011 thru 2016.

Response:

21.
a. See attachment A.

b. See attachment A. The Company is unable to break out and tie the yearly
amounts by category. However, total Electric O&M amounts reflected in the
investor meeting slide is comparable to the Company’s response Staff Request
#005 in case U17990 Line 37 — Budget Data Book / Actual.

See attachment B as an example (for 2015) of total O&M reflected in the
presentation slide #9 reconciled to FERC Form 1 reporting.

(NOTE: Attached is document numbered 32200047.)

Andrew Denato
May 15, 2017

Corporate Accounting and Reporting
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2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
(mils) (mils) (mils) (mils) (mils) (mils) (mils) (mils) (mils) (mils) (mils)
Electric Utility
Subtotal $ (598) $ (544) $ (570) $ 615) $ (636) $ 681) $ (670) $ (683) $ (647) $
Coal Plant Recovery - - - - (22) - 14 - -
Major Maintenance Deferral - - - - - - 5 4 (2)
Palisades (130) (38) - - - - - - -
MCV (48) (37) 17 - - - - - -
Energy Efficiency - - - (23) (34) (49) (67) (69) (75) (76) (77)
Job work (30) (24) () 9) ®) 7 0 ®) ©) )
Total Electric (806) $<  (644) § (565 $  (646) $ (699 §  (37) $  (724) §  (756) S (24 8§ (679)

Electric Non-Fuel O&M
(CAGR)
2016 2006
$593M vs $806M
(3)% Annually
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18322-ST-CE-26

Question:

22. Relating to the Company’s 2011 through 2016 SEC filed 10-k’s, (Attachment #3), please
provide the Electric utility income statements that tie to the following “Net Income
Available to Common Stockholders” taken from Attachment #3:

a.  $333 million for 2011.
b.  $325 million for 2012.
c.  $363 million for 2013.
d.  $384 million for 2014.
e.  $437 million for 2015.

f. $458 million for 2016.

Response:

22.  See attached.

Andrew Denato
May 15, 2017

Corporate Accounting and Reporting
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18322-ST-CE-27

Question:

23. Relating to question 2, for all years, please break out and tie the expense portion of the
income statements to the categories of expense shown on Attachment #2.

Response:

23.  The categories of expense shown on Attachment #2 will not tie to the income statement
provided in the Company’s response to discovery CE-26. Attachment #2 reflects O&M
expense categories used in ratemaking, while the income statement for CE-26 is based on
financial expense (GAAP). However the “Other Operating Expense” line of the electric
income statement shown on CE-26 ties to the total “Budget Data Book / Actual” expense
on line 37 of Attachment #2.

Andrew Denato
May 15, 2017

Corporate Accounting and Reporting
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18322-ST-CE-30

Question:

26. In Attachment #2, line 35 under the heading “Reconciliation to Budget Data Book”
accounts for “Unresolved Task in Budget.” Was there an amount of “Unresolved
Task[s]” that was not included in Case No. U-18322? *“Unresolved Task,” as the term is
used in this question, is any amount shown in “Reconciliation to Budget Data Book” that
would work as a reduction to the revenue requirement, such as the amount shown on line
35 of attachment #2.

Response:

26.  The amount shown on line 35 of attachment #2 represents O&M reductions for which the
specific line items have not been identified. The Company’s expectation is that the
amount represents reasonable and necessary expenditures needed to meet its O&M
obligations.

See Company’s response to Staff Audit Request #24 in this case. The need for the
projected O&M expense requested in this case is supported by witness testimony and
exhibits. Task is a term used in the development of budgets and is not utilized in the
development of a rate case. As the Commission noted in the November 19, 2015 Order
in case number U-17335, a utility’s annual budget and a rate case filing serve different
purposes. The O&M dollars projected in this case are reasonable and necessary amounts
to be recovered in electric rates.

Andrew Denato
May 15, 2017

Corporate Accounting and Reporting
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MPSC Case No. U -18322
Consumers Energy Company’s Response to
Staffs Second Discovery Request

18322-ST-CE-31.:

217. Relating to “Investor Meetings April 5-7, 2017 Slide #29, does the rate case include any
of the following assumptions?

a. Lower federal tax rate at 15% (vs. 35%)?
b. Loss of interest deductibility on any debt?
c. Loss of state income tax deductibility?

d. Retention of property tax deductibility?

e. 100% asset expensing?

Response:
a. No
b. No
c. No

d.  Yes

Brian VanBlarcum

May 11,2017

Corporate Tax Department
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MPSC Case No. U-18322
Consumers Energy Company’s Response to
Staffs Second Discovery Request

18322-ST-CE-32:
28. If the answer to any of questions 7(a) through 7(e) is yes, please detail the impact of that
assumption on this case.
Response:
d. Property taxes are deductible under current tax law. The Company utilized current tax

law in preparing U-18322. Therefore, the rate case assumes the retention of property tax
deductibility for income tax purposes.

£V ( %<
Brian VVanBlarcum
May 11,2017

Corporate Tax Department
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A CMS Energy Company General Offices: LEGAL DEPARTMENT
One Energy Plaza Tel:  (517) 788-0550 CATHERINE M REYNOLDS  Ashley L Bancroft
Jackson, MI 49201 Fax: (517) 768-3644 Senior Vice President Robert W Beach
and General Counsel Don A D’Amato
*Washington Office: Robert A. Farr
1730 Rhode Island Ave. N.W.  Tel:  (202) 778-3340 MELISSA M GLEESPEN Gary A Gensch, Jr.
Suite 1007 Vice President, Corporate Kelly M Hall
Washington, DC 20036 Fax: (202) 778-3355 Secretary and Chief Gary L Kelterborn
Compliance Officer Chantez P Knowles
Writer's Direct Dial Number: (517) 788-0835 ’J\Aaasrgnjl(\)/llﬂilvgtlgne
Writer's E-mail Address: bret.totoraitis@cmsenergy.com SHAUN M JOHNSON !
M a.y 22, 2017 oy Vice President and Deputy Rhonda M Morris
General Counsel Deborah A Moss*
Mir¢e Michael Nestor
. . . H Richard Chambers James D W Roush
Via U.S. and Electronic Mail Eric V Luoma Scott J Sinkwits
Shelley J Ruckman Adam C Smith
Kimberly C Wilson Janae M Thayer

Assistant General Counsel ~ Bret A Totoraitis
Anne M Uitvlugt

Spencer A. Sattler, Esq. Atorney
Assistant Attorney General

7109 West Saginaw Highway

Post Office Box 30221

Lansing, M1l 48909

Re: MPSC Case No. U-18322 - In the matter of the application of Consumers Energy
Company for authority to increase its rates for the generation and distribution of
electricity and for other relief.

Dear Mr. Sattler:

Enclosed are the Company’s responses to discovery questions 18322-ST-CE-28 and 29. These
responses are being served in hard copy format only on the requesting party. The requesting
party and all others will be served with the discovery responses by e-mail. In an effort to save
time in preparing responses to discovery requests, all responses will no longer be notarized.

In providing these responses, the Company does not necessarily concede that the requested
information is relevant or material to these proceedings. The Company therefore specifically
reserves the right to raise objections to the introduction into evidence, through cross-examination
or otherwise, of any material supplied pursuant to a discovery request.

The Company intends to supplement a prior response if it becomes aware of a relevant and
material error in the response. The Company also intends to supplement a prior response if it
becomes aware that there has been a significant change in circumstances unknown to the
requesting party which would substantially alter a prior response in a manner which is material
and relevant to this case. However, the Company does not keep prior responses under continuous
review.

Sincerely,

Digitally signed by Bret
A. Totoraitis

Date: 2017.05.22
16:38:04 -04'00'

Bret A. Totoraitis

CC Hon. Sharon L. Feldman, ALJ (letter and proof of service only via e-mail)
Kavita Kale, Executive Secretary (letter & proof of service via e-file)
Sebastian Coppola (letter & responses via e-mail), sebcoppola@corplytics.com (& Hard C. of AG Regs) +Excels/Disks
Kevin Higgins (letter & responses via e-mail), khiggins@energystrat.com (& Hard C. of KRO Reqs)+Excels/Disks
Jeffry C. Pollock (letter & responses via e-mail), jep@jpollockinc.com (& Hard C. of ABATE Reqgs)+Excels/Disks
Parties of Record

0c1705-11-238
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18322-ST-CE-28

Question:
24. Relating to “Investor Meetings April 5-7, 2017 Presentation Slide #9, entitled “O&M
Cost Performance Helps to Fund . . .” and the box entitled “New Annual Cost Savings”:

a. please provide total projected costs for 2017-2019 and tie to “2% a year!”

b. please tie projected 2017-2019 costs to a “Three-Year Average 2017-2019”
reduction of “$-20.”

c. please tie the Company’s $627,602,000 O&M expense projection to the
Company’s projected costs from questions 4(a) and 4(b).

d. please provide the income statements for 2017, 2018, and 2019 that tie to the total
projected expenses from questions 4(a) and 4(b).

e. relating to question 4(d), please break out and tie the expense portion of the
income statements into the categories of expense shown on Attachment #2.

Response:
24,

a. This is a projected 2% per year O&M savings from 2016. In 2016, total O&M,
excluding spending on Energy Efficiency and job work, was $948 million. The
financial target for O&M excluding spending on Energy Efficiency and job work
in 2019 is approximately $895 million. The Company does not yet have an
operational plan that aligns with this level of O&M spending reductions.

b. The difference between $948 million in 2016 and $895 million in 2019 is
$53 million. This is rounded to $20 million per year savings for the slide.

c. The Company does not yet have an operating plan that supports the 2% per year
spending reductions through 2019. The O&M expense projections submitted in
the electric rate case align with the Company’s operating plan, which do not yet
achieve 2% per year reductions. Therefore, it is not possible to reconcile the
O&M request in the current electric case to this investor slide.

d. As discussed in the answer to 24(c), the Company does not yet have an operating
plan that supports the 2% per year spending reductions through 2019. The O&M
expense projections submitted in the electric rate case align with the Company’s
operating plan, which do not yet achieve 2% per year reductions. Therefore, it is
not possible to reconcile the O&M request in the current electric case to this
investor slide.
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e. As discussed in the answer to 24(c), the Company does not yet have an operating
plan that supports the 2% per year spending reductions through 2019. The O&M
expense projections submitted in the electric rate case align with the Company’s
operating plan, which do not yet achieve 2% per year reductions. Therefore, it is
not possible to reconcile the O&M request in the current electric case to this
investor slide.

Andrew Denato
May 22, 2017

Corporate Accounting and Reporting
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18322-ST-CE-29

Question:

25. Relating to “Investor Meetings April 5-7, 2017 Presentation Slide #9, please indicate
where in this case (either in whole or in part):

a. “Good Business Decisions 2017-2019” and “Attrition” of $-16 Million a year is
presented and supported. Please provide the testimony references, exhibits, or
workpapers that support your answer.

b. “Good Business Decisions 2017-2019” and “Productivity” of $-5 Million is
presented and supported. Please provide the testimony references, exhibits, or
workpapers that support your answer.

c. “Good Business Decisions 2017-2019” and “Enhanced Capitalization” of
$-4 Million is presented and supported. Please provide the testimony references,
exhibits, or workpapers that support your answer.

d. “Good Business Decisions 2017-2019” and “Smart Meters” of $-5 Million is
presented and supported. Please provide the testimony references, exhibits, or
workpapers that support your answer.

e. “Consumers Energy Way” and “Work Management & Eliminate Waste” of
$-20 Million is presented and supported. Please provide the testimony references,
exhibits, or workpapers that support your answer.

f. “Increases” and “Mortality, Disc. Rates & Other” of $0 is presented and
supported. Please provide the testimony references, exhibits, or workpapers that
support your answer.

g. “Increases” and “Service Upgr./Inflation” of $+30 Million is presented and
supported. Please provide the testimony references, exhibits, or workpapers that
support your answer.

Response:
25.

a. Attrition represents the cost savings the Company will sustain as it turns over its
workforce. The Company will incur savings as it experiences retirements from
higher paid employees with defined-benefit pension plans and replaces them with
new hires who receive a defined-contribution retirement plan. These attrition
savings are inherent in each witness’s cost projections, however the amount per
organization is not available. The Company does not complete 5-year forecasts
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that identify all attrition savings at a line item level, by organization. This slide is
a high-level summary for investors and other key stakeholders that provides
insight into how the Company has achieved historical costs savings as well as
how it intends to continue to reduce costs into the future.

b. Productivity primarily represents cost reduction the Company plans to achieve by
shifting its owned generation fleet from coal to gas and renewables. The
Company’s smaller coal facilities (“Classic 7”) were shut down in 2016 while the
Jackson gas plant was purchased in 2016. Also, Cross Winds’ first expansion is
under construction and is expected to be in service early 2018. Some of these
productivity savings are inherent in each witness’s cost projections, however the
amount per organization is not available. Some productivity savings are also not
in witnesses’” spending plans as the operational plan to deliver the savings in 2019
are still under development. The Company does not complete 5-year forecasts
that identify all productivity savings at an organizational line item level. This
slide is a high-level summary for investors and other key stakeholders that
provides insight into how the Company has achieved historical costs savings as
well as how it intends to continue to reduce costs into the future.

c. Enhanced capitalization represents O&M cost reductions the Company plans to
achieve through higher capitalization of spend. This includes implementation of
programs, such as the Company’s “pole top capitalization program,” as well as
increased capitalization of Administrative and General labor costs, as an
increasing percentage of operational labor supports capital projects. Some of
these O&M reductions are inherent in each witness’s cost projections, however
the amount per organization is not available. Some O&M savings from enhanced
capitalization are also not in witnesses’ spending plans as the operational plan to
deliver the savings in 2019 are still under development. The Company does not
complete 5-year forecasts that identify all productivity savings at an
organizational line item level. This slide is a high-level summary for investors
and other key stakeholders that provides insight into how the Company has
achieved historical costs savings as well as how it intends to continue to reduce
costs into the future.

d. As seen in lines 33-35 of Exhibit A-82 (LDW-3), the Company projects
approximately $36 million in O&M savings due to Smart Energy. This is
$18 million more than the $18 million savings experienced in 2016. This
supports the estimated $5 million per year savings 2017-2019 as shown in the
slide.

e. This primarily represents cost reductions the Company plans to achieve by
implementing the Company’s CE Way program. Some of these savings are
inherent in each witness’s cost projections, however the amount per organization
is not available. Some CE Way savings are also not in witnesses’ spending plans
as the operational plan to deliver these savings in 2019 are still under
development. The Company does not complete 5-year forecasts that identify all
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CE Way savings at an organizational line item level. This slide is a high-level
summary for investors and other key stakeholders that provides insight into how
the Company has achieved historical costs savings as well as how it intends to
continue to reduce costs into the future.

f. This represents projected benefit cost increases in 2019 as supported by our
actuaries at Aon Hewitt. At this time, Aon Hewitt does not project any cost
increases, hence, no 2017-2019 increase is assigned to this line.

g. This primarily represents other cost increases the Company projects to incur due
to annual pay increases, cost inflation, service upgrades and other. These cost
increases are inherent in each witness’s cost projections, however the amount per
organization is not available. The Company does not complete 5-year forecasts
that identify all cost increases at an organizational line item level. This slide is a
high-level summary for investors and other key stakeholders that provides insight
into how the Company has achieved historical costs savings as well as how it
intends to continue to reduce costs into the future.

Andrew Denato
May 22, 2017

Corporate Accounting and Reporting
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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 the
generation and distribution of electricity

and for other relief.

Case No. U-18322
(e-file paperless)

/

PROOF OF SERVICE

STATE OF MICHIGAN )
) ss

COUNTY OF EATON )

Jennifer M. Brooks, being first duly sworn, deposes and says that on
August 10, 2017, she served a true copy of the Michigan Public Service
Commission Staff’s Testimony and Exhibits upon the following parties via

e-mail only:

Consumers Energy Company

Bret A. Totoraitis

Anne M. Uitvlugt

Gary A. Gensch, Jr.

H. Richard Chambers

Kelly M. Hall

Robert W. Beach

Consumers Energy Company
One Energy Plaza

Jackson, MI 49201
bret.totoraitis@cmsenergy.com
anne.uitvlugt@cmsenergy.com
gary.genschjr@cmsenergy.com
rick.chambers@cmsenergy.com

kelly.hall@cmsenergy.com
robert.beach@cmsenergy.com
mpsc.filings@cmsenergy.com

Michigan Environmental Council;
Sierra Club;

Natural Resources Defense Council
Christopher M. Bzdok

Tracy Jane Andrews

Olson, Bzdok & Howard

420 E. Front St.

Traverse City, MI 49686
chris@envlaw.com
tjandrews@envlaw.com

Kimberly Flynn, Legal Assistant
Karla Gerds, Legal Assistant
kimberly@envlaw.com
karla@envlaw.com

Flora Champenois

Gabrielle Winick
fchampenois@earthjustice.org
gwinick@earthjustice.org
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Michigan Cable
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David E.S. Marvin

Michael S. Ashton

Fraser Trebilcock Davis & Dunlap
124 W. Allegan St., Ste. 1000
Lansing, MI 48933
dmarvin@fraserlawfirm.com
mashton@fraserlawfirm.com

Sierra Club

Michael Soules

1625 Massachusetts Ave N.W.
Ste. 702

Washington, DC 20036
msoules@earthjustice.org

Attorney General, Special Litigation

Unit

John A. Janiszewski

Joel B. King
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Environment, Natural Resources
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G. Mennen Williams Bldg., 6th Floor

525 W. Ottawa St.; P.O. Box 30755

Lansing, MI 48909

janiszewskij2@michigan.gov

kingj38@michigan.gov

ag-enra-spec-lit@michigan.gov

Wal-Mart Stores East, LP;
Sam’s East, Inc.

Melissa M. Horne

Higgins, Cavanagh & Cooney, PC
10 Dorrance St., 4th Floor
Providence, RI 02903
mhorne@hcc-law.com

Michigan State Utility Workers
Council, Utility Workers Union of
America, AFL-CIO

John R. Canzano

Patrick J. Rorai

423 N. Main St., Ste. 200

Royal Oak, MI 48067
jcanzano@michworklaw.com
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The Kroger Co.

Kurt J. Boehm

Jody Kyler Cohn

Boehm, Kurtz & Lowry

36 E. Seventh St., Ste. 1510
Cincinnati, OH 45202
kboehm@bkllawfirm.com
ikylercohn@bkllawfirm.com

Hemlock Semiconductor Operations

LLC;

Constellation NewEnergy, Inc.
Jennifer Utter Heston

Fraser Trebilcock Davis & Dunlap, PC
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Lansing, MI 48933
jtheston@fraserlawfirm.com
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Advocating Tariff Equity;
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Michael J. Pattwell

Sean P. Gallagher

Clark Hill PLC
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Environmental Law & Policy Center

Energy Michigan, Inc.

Margrethe K. Kearney
Environmental Law & Policy Center
1514 Wealthy St. SE, Suite 256
Grand Rapids, MI 49506
mkearney@elpc.org

Bradley Klein

Environmental Law & Policy Center
35 E. Wacker Dr., Suite 1600
Chicago, IL 60601

bklein@elpc.org

Kristin Field
kfield@elpc.org

Midland Cogeneration Venture
Limited Partnership
Richard J. Aaron

Jason Hanselman

Dykema Gossett

Capitol View

201 Townsend St., Ste. 900
Lansing, MI 48933
raaron@dykema.com
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cedunn@midcogen.com

Laura A. Chappelle

Timothy J. Lundgren

Varnum Law

The Victor Center

201 N. Washington Sq., Ste. 910
Lansing, MI 48933-1323
lachappelle@varnumlaw.com
tjlundgren@varnumlaw.com

Toni L. Newell

Varnum Law

333 Bridge St., N.W.
Grand Rapids, MI 49504
tlnewell@varnumlaw.com

Residential Customer Group

Don L. Keskey

Brian W. Coyer

Public Law Resource Center PLLC
University Office Place

333 Albert Ave., Ste. 425

East Lansing, MI 48823
donkeskey@publiclawresourcecenter.com
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Midwest Cogeneration Ass’n
John R. Liskey

Attorney at Law PLLC

921 N. Washington Ave.
Lansing, MI 48906
john@liskeypllc.com

Patricia F. Sharkey
Environmental Law Counsel, PC
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