STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* Kk kK k

In the matter, on the Commission’s own motion, )
of the investigation into methods to improve the ) Case No. U-12270
reliability of electric service in Michigan. )

)

At the April 20, 2004 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. J. Peter Lark, Chair
Hon. Robert B. Nelson, Commissioner

ORDER APPROVING WAIVER REQUEST

On January 29, 2004, the Commission formally adopted rules, pursuant to Section 10p(5) of
2000 PA 141 (Act 141), MCL 460.10p(5), governing service quality and reliability standards for
electric distribution systems in Michigan. The rules address standards for service outages,
distribution facility upgrades, repairs and maintenance, telephone service, billing service,
operational reliability, and public and worker safety. See, R 460.701 et seq. The newly adopted
rules went into effect on February 10, 2004.

On March 1, 2004, the Commission received a request for permanent waiver of the new rules
from Bayfield Electric Cooperative, Inc. (Bayfield), located in Iron River, Wisconsin. Bayfield is
an electric utility as defined in Section 2(d) of 1995 PA 30, MCL 460.562(d), and therefore subject
to the newly adopted electric service quality and reliability standards. Bayfield is a rural electric

cooperative serving approximately 8,100 members, 54 of which are located in Gogebic County,



Michigan. The utility cites several reasons for its request, including difficulty in separating
Michigan customer calls from Wisconsin calls, federal oversight of its system outage hours on a
monthly and yearly basis, the existence of an outpost in the general area of the Chaney Lake,
Michigan to promptly service member-consumers in that area, the existence of a sophisticated
mapping system for locating member-consumers’ reporting problems, and a 24 hour, 7 days per
week on-call standby policy.

Rule 51 of the newly adopted electric service quality and reliability standards, R 460.751,
permits electric utilities to petition the Commission for a permanent waiver “when specific
circumstances beyond the control of the utility render compliance impossible or when compliance
would be unduly economically burdensome or technologically infeasible.” R 460.751(1). The
Commission may grant the waiver without notice or hearing. R 460.752(2).

The Commission notes that its regulation of Bayfield has historically been rather limited.
Indeed, a review of the Commission’s docket over the past 25 years shows that virtually all of its
involvement with the utility has been approving requests for further indebtedness. See, Cases
Nos. U-10841, U-8563, U-8527, and U-6665. The Commission has not undertaken any rate
review, power supply cost recovery plan or factor review, or other regulatory oversight of Bayfield
typically associated with electric cooperatives operating in Michigan. Instead, in the interest of
regulatory efficiency, the Commission has relied upon the oversight of the Public Service
Commission of Wisconsin, which has jurisdiction over the vast majority of Bayfield’s service
territory and member-consumers. The Commission determines that this approach has worked well
for the utility and its Michigan member-consumers as evidenced by the lack of customer

complaints.
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Due to these unique circumstances, the Commission determines that it should grant Bayfield’s
requested waiver. The Commission, however, retains jurisdiction over this matter and reserves the

right to rescind the waiver if circumstances change.

The Commission FINDS that:

a. Jurisdiction is pursuant to 1909 PA 106, as amended, MCL 460.551 et seq.; 1919 PA 419,
as amended, MCL 460.51 et seq.; 1939 PA 3, as amended, MCL 460.1 et seq.; 1969 PA 306, as
amended, MCL 24.201 et seq.; and the Commission’s Rules of Practice and Procedure, as
amended, 1999 AC, R 460.17101 et seq.

b. Bayfield’s requested waiver should be granted.

THEREFORE, IT IS ORDERED that Bayfield Electric Cooperative, Inc.’s, request for a
waiver of the newly adopted electric service quality and reliability standards, R 460.701 et seq., is

granted.

The Commission reserves jurisdiction and may issue further orders as necessary.
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Any party desiring to appeal this order must do so in the appropriate court within 30 days after

issuance and notice of this order, pursuant to MCL 462.26.

MICHIGAN PUBLIC SERVICE COMMISSION

/sl J. Peter Lark
Chair

(SEAL)

/s/ Robert B. Nelson
Commissioner

By its action of April 20, 2004.

/s/ Mary Jo Kunkle
Its Executive Secretary
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Any party desiring to appeal this order must do so in the appropriate court within 30 days after

issuance and notice of this order, pursuant to MCL 462.26.
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PROOF OF SERVICE

STATE OF MICHIGAN )
Case No. U-12270

County of Ingham )

Patricia A. Fronta being duly sworn, deposes and says that on April 21 2004, A.D. she
served a copy of the attached Commission orders by first class mail, postage prepaid, or by

inter-departmental mail, to the persons as shown on the attached service list.

Digitally signed by Patricia

— . . Fronta
_/:/) DN: cn=Patricia Fronta,
atriCla Fronta s
0 Date: 2004.04.27 14:35:39
0400

.............
erified

Patricia Fronta

Subscribed and sworn to before me
this 21 day of April 2004

7 Catherine H.
-~ Bowers

Not Verified

Notary Public, Eaton County, Michigan
Acting in Ingham County
My Commission expires November 22, 2004

Digitally signed by
s




SUBSCRIPTION LIST
ALL ELECTRIC ORDERS

Database Services Mr. Michael Peters

Lexis Nexis Michigan Electric Cooperative

P.O. Box 933 2859 W. Jolly Rd.

Dayton, OH 45401 Okemos, MI 48864

Mr. Phillip Cross Ms. Monica Martinez

Public Utilities Reports, Inc. Senate Democratic Staff

8229 Boone Blvd., Ste. 401 Romney Building

Vienna, VA 22182 Lansing, MI ID MAIL

Mr. John Pestle

Varnum, Riddering, Schmidt & Howlett
Bridgewater Place

P.O. Box 352

Grand Rapids, MI 49501-0352



MR. DAN ROBERTS, MANAGER

ALGER DELTA COOPERATIVE
ELECTRIC ASSOCIATION

426 NORTH 9th STREET

GLADSTONE, MI 49837

MR. DONALD WOZNIAK, MANAGER
CLOVERLAND ELECTRIC COOPERATIVE
HIGHWAY M-28, P.O. BOX 97

DAFTER, M1 49724

MR. ANTHONY EARLEY, JR., PRESIDENT
& CHIEF OPERATING OFFICER

THE DETROIT EDISON COMPANY

2000 SECOND AVENUE

DETROIT, Ml 48226

MR. GREG CLARK, GOV. AFFAIRS MGR.
AMERICAN ELECTRIC POWER COMPANY
110 W. MICHIGAN AVE., STE. 1000-A
LANSING, MI 48933-1603

MR. MICHAEL L. SWENSON, PRESIDENT/CEO
NORTHERN STATES POWER CO-WISCONSIN
1414 WEST HAMILTON AVENUE
P.0.BOX 8

EAU CLAIRE, WI 54702-0008

MR. THOMAS HAARALA, MANAGER

THE ONTONAGON COUNTY REA ASSOC.
500 J.K. PAUL STREET, P.0. BOX 97
ONTONAGON, MI 49953

SCOTT BRAEGER, GENERAL
MANAGER & CEO
TRI-COUNTY ELECTRIC CO-OP
7973 E. GRAND RIVER AVE.; P.O. BOX 379
PORTLAND, MI 48875

JIM CYRULEWSKI, MANAGER

MICHIGAN ELECTRIC POWER COORD. CTR

1901 S. WAGNER ROAD
ANN ARBOR, MI 48103

MS. ANN K. BURTON, PRESIDENT
ALPENA POWER COMPANY

310 NORTH 2ND AVENUE
ALPENA, MI 49707

MR. DAVID W. JOOS, PRESIDENT & CHIEF

EXEC, OFFICER, ELECTRIC
CONSUMERS ENERGY COMPANY
212 W. MICHIGAN AVENUE
JACKSON, MI 49201-2277

MR. DONALD SAWRUK, PRESIDENT
EDISON SAULT ELECTRIC COMPANY
725 E. PORTAGE AVENUE

SAULT STE. MARIE, MI 49783

PAUL J. BROWER, STATE PRESIDENT-MICH.

AMERICAN ELECTRIC POWER COMPANY
110 WEST MICHIGAN - SUITE 1000-A
LANSING, MI 48933-1603

MR. STEVEN L. BOEKMAN,
PRESIDENT & CEO
GREAT LAKES ENERGY COOPERATIVE
1323 BOYNE AVE.; P. 0. BOX 70
BOYNE CITY, MI 49712-0070

MR. BRIAN BURNS, PRESIDENT & CEO
PRESQUE ISLE ELECTRIC & GAS
COOPERATIVE, INC.

19831 M-68 HIGHWAY; P.O. BOX 308
ONAWAY, MI 49765

MR. MICHAEL KRAUSE, GEN. MANAGER
THUMB ELECTRIC CO-OP

2231 MAIN ST., P.O. BOX 157
UBLY, MI 48475-0157

C. J. MELCHIORS, MANAGER

BAYFIELD ELECTRIC COOPERATIVE, INC.
P. 0. BOX 68

IRON RIVER, WI 54847

MR. DICK ABDOO, CHAIRMAN & CEO
WISCONSIN ELECTRIC POWER COMPANY
231 WEST MICHIGAN

P.0. BOX 2046

MILWAUKEE, WI 53201

MR. DONALD PAHL INTERIM GEN. MGR.
CHERRYLAND ELECTRIC COOPERATIVE
5930 US-31 SOUTH, P.O. BOX 298
GRAWN, MI 49637

MR. ROBERT HANCE, PRESIDENT & CEO
MIDWEST ENERGY COOPERATIVE

901 EAST STATE STREET, P.O. BOX 127
CASSOPOLIS, MI 49031

MR. GARY ERICKSON, PRESIDENT & CEO
UPPER PENINSULA POWER COMPANY
600 LAKESHORE DRIVE; P.O. BOX 130
HOUGHTON, MI 49931-0130

MR. LARRY L. WEYERS, CHAIRMAN & CEO
WISCONSIN PUBLIC SERVICE CORP.

700 NORTH ADAMS; P.O. BOX 19001
GREEN BAY, WI 54307-9001

THOMAS W. STEVENSON, PRESIDENT & CEO
WOLVERINE POWER SUPPLY

10125 W WATERGATE RD., P.O. BOX 229
CADILLAC, MI 49601-0229

MR. EDWARD MARTIN, PRESIDENT & CEO
WABASH VALLEY POWER ASSOCIATION
722 NORTH HIGH SCHOOL ROAD
INDIANAPOLIS, IN 46214
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