STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* Kk kK k

In the matter, on the Commission’s own motion, )
regarding the regulatory reviews, revisions, )
determinations, and/or approvals necessary for ) Case No. U-15814
BAYFIELD ELECTRIC COOPERATIVE, INC., )
to fully comply with Public Acts 286 and 295 of 2008.)
)

At the June 2, 2009 meeting of the Michigan Public Service Commission in Lansing,
Michigan.
PRESENT: Hon. Orjiakor N. Isiogu, Chairman

Hon. Monica Martinez, Commissioner
Hon. Steven A. Transeth, Commissioner

ORDER

On October 6, 2008, Governor Jennifer M. Granholm signed Public Acts 286 and 295 of 2008
into law. Among other things, Act 295, MCL 460.1001 et seq., requires all rural electric coopera-
tives in this state, whether rate regulated by the Commission or member-regulated under the
Electric Cooperative Member-Regulation Act, 2008 PA 167, MCL 460.31 et seq., to have a
renewable energy plan and an energy optimization plan.

On October 21, 2008, the Commission opened this docket for consideration of the renewable
energy plan and energy optimization plan that Act 295 obligates Bayfield Electric Cooperative,
Inc. (Bayfield), to submit for consideration by the Commission.

On November 19, 2008, Bayfield and a group of other rural electric cooperatives filed a

motion to consolidate their dockets. In doing so, Bayfield stressed that “[t]raditionally, the



Commission has not attempted to regulate Bayfield.” Motion, p. 2. Additionally, Bayfield
requested that the Commission “grant Bayfield a waiver from requirements emanating from 2008
PA 286 and 295.” Motion, p. 3.

On November 20, 2008, Bayfield informed the Commission that there are no alternative
electric suppliers (AESs) operating in its Michigan service territory; that its kilowatt-hour (kWh)
choice sales limit is 6,997,489 kWh': and that the cooperative serves less than 100 customers in
Michigan.

On December 4, 2008, the Commission issued the Temporary Order in Case No. U-15800 as
required by Act 295. In doing so, the Commission ordered Bayfield to file its renewable energy
plan and energy optimization plan by February 18, 2009.

On December 22, 2008, Bayfield submitted a letter indicating that it intended to meet its
statutory requirement under Act 295 related to its energy optimization plan by paying the specified
percentage of its electric sales revenues to an independent program administrator selected by the
Commission as permitted by law. Bayfield calculated its Act 295 energy optimization plan
obligation to be $239.76 for 2009.

On January 16, 2009, following substitution of counsel, Bayfield filed an amended submission
regarding its permissible limit of AES sales. In this document, Bayfield stated that its retail sales
to Michigan customers in 2007 of 178,883 kWh would result in a customer choice sales limit of
17,888.3 kwWh. Alternatively, if based on Bayfield’s 2005-2007 average retail sales to Michigan

customers of 173,642 kWh, its customer choice sales limit would be 17,364.2 kWh.

' Apparently, Bayfield mistakenly included its entire Wisconsin and Michigan load in its initial
choice customer sales limit calculation.

*Bayfield stated that in 2007 it had sales of only 178,883 kWh to its Michigan customers
(consisting of 7 year-round and 48 seasonal residences and hunting cabins located in the extreme
western Upper Peninsula of Michigan along the Wisconsin border).
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On March 3, 2009, Bayfield submitted a notice of intent to file its renewable energy plan
application on April 3, 2009. Bayfield reasoned that in its Temporary Order in Case No. U-15800,
the Commission had indicated that member-regulated electric cooperatives were to file their
renewable energy plans within 120 days of the issuance of the order. Contending that Bayfield has
traditionally been regulated “as a de facto member-regulated cooperative” Bayfield stated its
intention to follow the filing procedures for member-regulated cooperatives.

On April 3, 2009, Bayfield filed its renewable energy plan. In its application, Bayfield stated
that as of December 2008, Bayfield’s Michigan customers consisted of 7 year-round and 52
seasonal residences and hunting cabins on and near Chaney Lake, a remote area of the Western
Upper Peninsula. According to Bayfield, in 2008, its Michigan customers accounted for 172,009
kWh, or 0.21% of Bayfield’s total sales.

Bayfield explained that it is a member of Dairyland Power Cooperative (Dairyland), a
generation and transmission cooperative headquartered in LaCrosse, Wisconsin. Bayfield obtains
all of its power and energy for resale, including energy from renewable resources, from Dairyland
under a wholesale all-requirements contract that currently extends through December 31, 2055.
Dairyland’s wholesale rates under the contract are established on a not-for-profit basis to produce
revenues that are sufficient to meet the cost of the operation and maintenance of Dairyland’s
generating plant, transmission system and related facilities, the cost of any power and energy
purchased for resale by Dairyland, transmission service, payment of principal and interest on all
indebtedness, and a reasonable margin.

According to Bayfield, Dairyland’s wholesale rates reflect the cost of renewable energy
generating plants and purchased renewable energy to meet renewable portfolio and “green pricing”

regulations applicable to itself and its 25 distribution cooperative members in Wisconsin,
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Minnesota, lowa and Illinois. Dairyland also supplies renewable energy to 16 municipal electric
utility members under long-term wholesale all-requirements contracts. Bayfield states that
Dairyland does not currently charge separate wholesale rates for renewable energy and capacity
provided to its distribution cooperative members, nor does Dairyland separately itemize the
incremental additional cost of generating and procuring energy from renewable sources on its
power bills to its distribution cooperative members. Rather, Bayfield explains, Dairyland offers a
renewable “green pricing” program and wholesale rate, known as “Evergreen,” that its distribution
cooperative members, including Bayfield, offer to their retail member-customers. Currently, there
are no Michigan member-customers of Bayfield who have subscribed to the Evergreen program.

Bayfield stresses that its retail rates are established on a not-for-profit basis, based on the cost
of wholesale power from Dairyland and Bayfield’s distribution and other operating expenses, in
amounts that are sufficient to cover its wholesale power, distribution facility and operating costs,
and a reasonable margin. Bayfield’s retail rates are determined on an as-needed basis, but not less
than annually by its board of directors, which is democratically elected from its member-
consumers. Retail rates and purchase cost adjustment charges are determined primarily on the
basis of an analysis and projection of wholesale rates under the Dairyland contract. Any annual
margins derived from operations are allocated back to the Bayfield member-consumers on the
basis of their annual patronage. Bayfield states that its retail rates do not include a separate
itemization or surcharge for renewable energy to meet the cooperative’s regulatory requirements
of the State of Wisconsin. Bayfield does not propose to surcharge Michigan customers under its
proposed renewable energy plan.

Bayfield does not expect any significant load growth in Gogebic County, Michigan, because

of its remote and inaccessible location. In the previous 51 years, Bayfield’s distribution line for
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that area has served less than 60 customers. Bayfield expects that its Michigan load will remain the
same or even decline relative to its residential load growth in the State of Wisconsin. For these
reasons, Bayfield asserts that it would be reasonable to either grant a waiver or allow the
cooperative to meet the renewable energy standards in Act 295 by continuing to include annual
sales to its Michigan customers in the kWh retail sales total that it uses for compliance with the
renewable energy plan required by Section 196.378 of the Wisconsin statutes.

Specifically, Bayfield proposes that it should be deemed to be in compliance with Act 295 by
adhering to Wisconsin’s renewable portfolio standards (RPS). Bayfield represents that Dairyland
supplies renewable capacity and energy to Bayfield from a variety of renewable energy generation
facilities and purchased power resources, including wind turbines, a hydroelectric station, and
landfill gas-fired and manure digester gas-fired generation facilities to ensure compliance with the
Wisconsin RPS. According to Bayfield, Wisconsin law requires electric utilities to provide an
escalating percentage of sales to retail customers from renewable resources, either directly or
through the purchase of renewable energy credits (RECs), subject to the supervision of the Public
Service Commission of Wisconsin (PSCW). Total retail sales for purposes of the Wisconsin RPS
are calculated on the basis of the average of the provider’s retail electric sales during the prior
three years and are scheduled to increase over the next six years.

Dairyland’s current (system-wide) renewable resources, either owned or purchased under
long-term power purchase agreements, representing approximately 5% of system capacity, include
44,757 Megawatt-hours (MWh) of hydroelectric generation, 85,255 MWh of wind generation,
10,950 MWh of digester generation, and 89,585 MWh of landfill gas generation. Bayfield asserts
that these renewable resource types meet the definition of a “renewable energy resource” in

Section 9(i) of Act 295. Further, Bayfield contends that over the next several years, Dairyland
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plans to acquire additional renewable generation principally through additional purchase power
agreements for wind turbine output, manure digesters, and biomass-fired generators.

According to Bayfield, allocation and retirement of credits for Wisconsin RPS compliance (as
well as for compliance with the Minnesota renewable energy standards applicable to Dairyland)
are administered via the Midwest Renewable Energy Tracking System (M-RETS). Because
registration of generation facilities with M-RETS requires the generator owner to enter into an
agreement with the M-RETS administrator to register 100% of the generation of the facility to
ensure against double-counting, these registration requirements will allow for tracking and
verification of the renewable energy generated from the registered sources. The balance of
Bayfield’s filing contains a detailed explanation of how adherence to its proposed renewable
energy plan will result in Bayfield actually exceeding compliance with the percentage standards

required by Act 295.

Findings of Fact and Conclusions of Law

To begin, the Commission finds that the motion to consolidate is moot. Subsequent to the
filing of the motion to consolidate, Bayfield obtained independent legal counsel and has proceeded
independently from the other rural electric cooperatives.

Next, Bayfield’s repeated requests for a waiver from all of the requirements of Act 295 must
be rejected. The overall purpose of Act 295 calls for the Commission to ensure widespread
participation in renewable energy and energy optimization programs throughout the state of
Michigan. Act 295 does not provide for waivers.

Further, the Commission finds that Bayfield’s request to be afforded treatment as a member-

regulated cooperative should be granted for the purpose of the filing of this application.
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Finally, the Commission finds that Bayfield’s proposed renewable energy plan and energy
optimization plan fall within the intent of the Legislature in passing Act 295 and that its plans
should be accepted for filing and determined to be in compliance with the act. In reaching this
conclusion, the Commission finds that Bayfield’s proposal for future compliance activities should
be approved, as modified by this order. Specifically, Bayfield shall make filings in this docket to
demonstrate compliance with Act 295 consisting of: (1) copies of its annual Wisconsin RPS
compliance reports (currently due to be filed with the PSCW on or before April 15t of each year)
supplemented, if necessary, to demonstrate compliance with Michigan’s renewable energy plan
requirements and to verify that the RECs are not double counted, and (2) data showing annual
retail sales to all of Bayfield’s customer-members, separately indicating the rate classifications,
sales, and number of bills to Michigan customer-members. Additionally, Bayfield shall file
annually with the Commission documentation of payment of its required energy optimization plan

obligation to the independent program administrator selected by the Commission.

THEREFORE, IT IS ORDERED that:

A. Bayfield Electric Cooperative, Inc’s., request for a waiver from all of the requirements of
2008 PA 295 is denied.

B. Bayfield Electric Cooperative, Inc’s., request for consideration as a member-regulated
cooperative for the purpose of the filing of this application is granted.

C. Bayfield Electric Cooperative, Inc’s., proposed energy optimization plan is accepted for
filing and is approved.

D. Bayfield Electric Cooperative, Inc’s., proposed renewable energy plan is accepted for

filing and is approved.
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E. Bayfield Electric Cooperative. Inc., shall make annual filings in this docket to demonstrate
compliance with 2008 PA 295 consisting of: (1) copies of its annual Wisconsin renewable
portfolio standard compliance reports that shall be filed at the same time as they are due to be filed
with the Public Service Commission of Wisconsin supplemented, if necessary, to demonstrate
compliance with Michigan’s renewable energy plan requirements and to verify that the renewable
energy credits are not double counted, and (2) data showing annual retail sales to all of the
cooperative’s customer-members, separately indicating the rate classifications, sales, and number
of bills to Michigan customer-members. Additionally, Bayfield Electric Cooperative, Inc., shall
file annually with the Commission documentation of payment of its required energy optimization

plan obligation to the independent program administrator selected by the Commission.

The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so in the appropriate court within 30 days after
issuance and notice of this order, under MCL 462.26.

MICHIGAN PUBLIC SERVICE COMMISSION

Orjiakor N. Isiogu, Chairman

e,

By its action of June 2, 2009. Monica Martinez, Commissioner
‘ 77WW& ot X s v (1}
H")"',"-""l‘f'_i} NS
Mary Jo Kunkle, Executive Secretary Steven A. Transeth, Commissioner
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PROOF OF SERVICE

STATE OF MICHIGAN )
Case No. U-15814

County of Ingham )

Lisa Felice being duly sworn, deposes and says that on June 2, 2009 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.

L Gl

Lisa Felice

Subscribed and sworn to before me
this 2"! day of June 2009

2009.06.04
oo Al O o-3n 0800

Sharron A. Allen
Notary Public, Ingham County, Ml
My Commission Expires August 16, 2011




Service List — Case No. U-15814

Bayfield Electric Cooperative, Inc.
C.J. Melchiors, Manager

68325 Lea Street

P.O. Box 68

Iron River WI 54847

Arthur J. Levasseur

Fischer Franklin & Ford

500 Griswold Sreet, Suite 3500,
Detroit Ml 48226

Albert Ernst

Dykema Gossett PLLC

201 Townsend Street, Suite 900
Lansing MI 48933



PROOF OF SERVICE

STATE OF MICHIGAN )
Case No. U-15814

County of Ingham )

Lisa Felice being duly sworn, deposes and says that on June 2, 2009 A.D. she served a
copy of the attached Commission Order (Commission’s Own Motion) via e-mail

transmission, to the persons as shown on the attached service list (Listserv Distribution

List).

aa Gl

Lisa Felice

Subscribed and sworn to before me
this 2" day of June 2009

T 2009.06.04
bt A 08:49:17 -04'00'

Sharron A. Allen
Notary Public, Ingham County, Ml
My Commission Expires August 16, 2011




ontrea@CHARTERMI .NET
akb@ALPENAPOWER . COM
Jbedford@ALPENAPOWER .COM
Jackie.Seghi@CONSTELLATION.COM
hendersond@DTEENERGY .COM
armana@VICHIGAN.GOV

vobmgr@UP .NET

dforgacs@SEL . COM
info@VILLAGEOFCLINTON.ORG
Jepal inc@CMSENERGY .COM
Jayne@HOMEWORKS . ORG

mkapp 1er@HOMEWORKS . ORG
patessner@HOMEWORKS . ORG
psimmer@HOMEWORKS . ORG
aurora@FREEWAY .NET
frucheyb@DTEENERGY .COM

dwj 0os@CMSENERGY .COM

mpscfi lings@CMSENERGY . COM
dsawruk@ED ISONSAULT .COM
Ibaatz@EDISONSAULT .COM
stephen.bennett@EXELONCORP .COM
kdcurry@AEP .COM
Jim.vansickle@SEMCOENERGY .COM
kay8643990@YAHOO . COM
gericks@WPSR.COM
ronan.patterson@WE-ENERGIES .COM
tharrel IQCHARTERINTERNET .COM

patti.williams@BAYFIELDELECTRIC.COM

tonya@CECELEC.COM
dwozniak@CLOVERLAND.COM
sfarnquist@CLOVERLAND.COM
sboeckman@GLENERGY .COM
mkrause@AIRADVANTAGE .NET
rnuss@NI1SOURCE .COM

rami . Fawaz@POWERONECORP . COM
cjmiszuk@FES .COM
CommissionMai I@WPSR.COM
11opez@L IBERTYPOWERCORP .COM
JlehmkuhI@NILESMI .ORG
kmarklein@STEPHENSON-MI .COM
fzimmer@CITYOFMARSHALL .COM
City)
mpicklesmier@CITY-CHELSEA.ORG
Water

ktozzini@USGANDE .COM
sharonkr@PIEG.COM
Cooperative, INC
tsobeck@PI1EG.COM
igoodman@COMMERCEENERGY .COM
dhaubensak@CORNERENERGY .COM
mpscfilings@DTEENERGY .COM
brian.hoeger@EXELONCORP .COM
vnguyen@M1DAMER ICAN . COM
rarchiba@FOSTEROIL .COM
cborr@wPSCI1 .COM

(Wolverine Po
donald.reck@XCELENERGY .COM

The Ontonagon County Rea. Assoc.
No Name Available

No Name Available

No Name Available

No Name Available

No Name Available

Village of Baraga

Direct Energy Business, LLC
Village of Clinton

CMS Energy Resource Mgt Co
Tri-County Electric Co-0Op
Tri-County Electric Co-0Op
Tri-County Electric Co-0Op
Tri-County Electric Co-0Op
Aurora Gas Company

Citizens Gas Fuel Company
Consumers Energy Company
Consumers Energy Company

Edison Sault Electric Company
Edison Sault Electric Company
Exelon Energy Company

Indiana Michigan Power Company
SEMCO Energy Gas Company
Superior Energy Company

Upper Peninsula Power Company
Wisconsin Electric Power Company
Alger Delta Cooperative
Bayfield Electric Cooperative
Cherryland Electric Cooperative
Cloverland Electric Cooperative
Cloverland Electric Cooperative
Great Lakes Energy Cooperative
Thumb Electric Cooperative
Energy USA- TPC Corp

PowerOne Corp

FirstEnergy Solutions Corp.
Wisconsin Public Service Corp.
Liberty Power Deleware (Holdings)
Niles Utilities Department
Stephson Utilities Department
Marshall Electric Dept. (Union

Chelsea Department of Electric &

Michigan Gas and Electric
Presque Isle Electric & Gas

Presque Isle Electric & Gas Co-op
Commerce Energy

Cornerstone Energy

DTE Energy

Exelon Energy

MidAmerican Energy

My Choice Energy

Spartan Renewable Energy, Inc.

Xcel Energy



cityelectric@ESCANABA.ORG
crystalfallsmgr@HOTMAIL.COM
Ffelicel@MICHIGAN.GOV
bday@SPARKENERGY .COM
nsilvestri@UNIVERSALENERGY .CA
Corporation

tomwh i te@GLADSTONEMI .COM
rstickland@SOUTH-HAVEN .COM
daustin@IGSENERGY .COM
hkingerski@XENERGY .COM
lanse2@CHARTER.NET
pnewton@BAYCITYMI .ORG

aal len@GHBLP.ORG

sbn@LBWL .COM
Jreynolds@VBLP .ORG
erice@TCLP.ORG

chal I@CMSENERGY . COM
dmzwitte@CMSENERGY .COM
Jonesj@DTEENERGY .COM
bschlansker@PREMIERENERGYONL INE .COM
bhouse@PROL IANCE .COM
rcarrier@SEL.COM
nroehrs@STLOUISMI .COM

she Im@AMER ICANPOWERNET .COM
Iturbyfi 11@NORDICENERGY .COM
zach.halkola@TRAXYS.COM
ttarkiewicz@CITYOFMARSHALL .COM
rwol ler@BAARDENERGY .COM
tony@AE2.COM
kunklem@MICHIGAN.GOV
ElectricDept@PORTLAND-MICHIGAN.ORG
skm7@ALPENAPOWER .COM
trichards@LOWELL-LIGHT.ORG
blefevere@Cl .EATON-RAPIDS.MI .US
ham557@GMAIL .COM
gbass@SEMPRASOLUTIONS.COM
AKlaviter@INTEGRYSENERGY .COM
Jcasadont@BLUESTARENERGY .COM
John.gomol 1@DIRECTENERGY .COM
galvin@LAKESHOREENERGY .COM
doug.-gugino@REALGY .COM
mrunck@VEENERGY . COM
Jfrench@WYAN.ORG
kmaynard@WYAN . ORG
rboston@SEMPRASOLUT IONS.COM
Joriffith@CIl.STURGIS_MI.US
pbeckhusen@MUNI .CBPU.COM
akinney@HILLSDALEBPU.COM
rjrose@HILLSDALEBPU.COM
dczarnecki@CHARTERINTERNET .COM
davidw@BPW.ZEELAND .MI _US

City of Escanaba

City of Crystal Falls
Lisa Felice

Spark Energy Gas, LP
Universal Gas & Electric

City of Gladstone

City of South Haven

Interstate Gas Supply Inc

MxEnergy Inc.

Village of L"Anse

Bay City Electric Light & Power
Grand Haven Board of Light & Power
Lansing Board of Water and Light
Marquette Board of Light & Power
Traversse City Light & Power

CMS ERM Michigan LLC

CMS ERM Michigan LLC

Metro Energy LLC

Premier Energy Marketing LLC
Proliance Energy LLC

Strategic Energy LLC

City of Saint Louis

American PowerNet Management, L.P.
Nordic Marketing, L.L.C.

U.P. Power Marketing, LLC

City of Marshall

Nordic Marketing of Michigan.com
Accent Energy Midwest
Mary Jo Kunkle - MPSC
City of Portland

Alpena Power

Lowell Light and Power
City of Eaton Rapids
Lowell S.

Royal Bank of Scotland
Integrys Energy Service,
BlueStar Energy Services
Direct Energy Services
Lakeshore Energy Services
Realgy Energy Services
Volunteer Energy Services
Wyandotte Municipal Services
Wyandotte Municipal Services

Sempra Energy Solutions

City of Sturgis

Coldwater Board of Public Utilities
Hillsdale Board of Public Utilities
Hillsdale Board of Public Utilities
Neguanee Department of Public Works
Zeeland Board of Public Works

Inc WPSES
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