STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the application of

CONSUMERS ENERGY COMPANY Case No. U-16191
for authority to increase its rates for the (e-file paperless)
generation and distribution of electricity and

for other relief.

THE MICHIGAN PUBLIC SERVICE COMMISSION STAFF'S
ANSWER TO ENERGY MICHIGAN’S PETITION FOR REHEARING

In accordance with Rule 403(2) of the Michigan Public Service Commission's
(Commission or MPSC) Rules of Practice and Procedure,' the MPSC Staff (Staff) files the
following Answer to Energy Michigan's Petition for Rehearing in the above-referenced case.

Rule 403's Grounds for a Rehearing
Rule 403 of the Commission's Rules of Practice and Procedure sets forth the

requirements that a Petitioner must meet when seeking a rehearing before the Commission.
Rule 403(1) provides:

A petition for rehearing after a decision or order of the commission shall
be filed with the commission within 30 days after service of the decision
or order of the commission unless otherwise specified by statute. A
petition for rehearing based on a claim of error shall specify all findings of
fact and conclusions of law claimed to be erroneous with a brief statement
of the basis of the error. A petition for rehearing based on a claim of
newly discovered evidence, on facts or circumstances arising subsequent
to the close of the record, or on unintended consequences resulting from
compliance with the decision or order shall specifically set forth the
matters relied upon. The petition shall be accompanied by proof of
service on all other parties to the proceeding.’

' Mich Admin Code R 460.17403(2).
2 Mich Admin Code R 460.17403.
3 Mich Admin Code R 460.17403(1).



Through its orders, the Commission has interpreted this procedural rule. With respect to
the requirements of MPSC Rule 403, the Commission has indicated on multiple occasions that
“...an application for rehearing is not merely another opportunity for a party to argue a position
or to express disagreement with the Commission’s decision.”® Additionally, the Commission has
stated that “[u]nless a party can show the decision to be incorrect or improper because of errors,
newly discovered evidence, or unintended consequences of the decision, the Commission will
not grant a rehearing.”

Answer to Energy Michigan

In this proceeding, Staff and Consumers Energy both proposed to continue eliminating
the approximate $92.3 million residential subsidy through equal annual steps.® Energy Michigan
disagreed with the residential subsidy amount and argued that the residential subsidy should be
recalculated. According to Energy Michigan, “the Staff’s current COSS shows that the real
subsidy is $131 million, and the amount that should be phased-out in this proceeding is $32.9
million.”” After reviewing the evidence, the Commission found:

The Commission finds that the residential subsidy figures calculated in Case No.

U-15645 should continue as the starting point for calculating the subsidy in this

proceeding. ...Energy Michigan’s suggestion that the subsidy be recalculated in

every rate case is inconsistent with the Commission’s findings in Case No.

U-15645.°

In response to the Commission’s Order, Energy Michigan filed its Petition for Rehearing

asserting that the language in the Commission’s Order conflicts with the Commission’s previous

decision in Case No. U-15645. Specifically, Energy Michigan asserted that “...it is the

4 MPSC Case No. U-13917, Order, August 1, 2005, p 4.
> MPSC Case No. U-13716, Order, October 14, 2004, p 2.
® See MPSC Case No. U-16191, Order, November 4, 2010, p71.
" MPSC Case No. U-16191, Order, November 4, 2010, p72.
8 MPSC Case No. U-16191, Order, November 4, 2010, p 73.
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Commission’s refusal in Case U-16191 to recalculate the residential subsidy which is completely
inconsistent with the clear language of the Commission in Case U-15645 that residential
subsidies were to be recalculated in every rate case.”

At the onset, Energy Michigan has failed to meet the necessary requirements to obtain
rehearing regarding the issues raised in its Petition for Rehearing. Energy Michigan’s Petition
has not established that the Commission’s Order is based on error, newly discovered evidence, or
that unintended consequences will result from the Commission’s decision. Instead, review of the
Petition demonstrates that Energy Michigan simply reiterates its prior argument, which the
Commission has fully considered."

Further, the Commission’s Order in this case does not conflict with its past decision. In
Case No. U-15645, Consumers Energy’s previous rate case, Staff recommended that the
Commission determine the subsidy amount by using the 12CP 50/25/25 methodology, and under
the Staff’s proposal, the residential subsidy was calculated to be approximately $92.3 million. In
its Order in Case No. U-15645, the Commission adopted Staff’s proposal and indicated that the
residential subsidy would need to be recalculated until it is eliminated.'' In this case, Case No.
U-16191, the Commission adopted Staff’s and the Company’s position as a means to continue
reducing the residential subsidy. In doing so, the rates were designed in a manner that did not
further skew the revenue deficiency, thus not increasing the residential subsidy amount. After
reviewing the evidence, the Commission stated that “...the residential subsidy figures calculated

in Case No. U-15645 should continue as the starting point for calculating the subsidy in this

proceeding.”12 In making this decision, the Commission determined that in this case, the

’ Energy Michigan’s Petition, p 2.
' See Energy Michigan’s Initial Brief, pp 3-7; Energy Michigan’s Reply Brief, pp 2-7,
" MPSC Case No. U-15645, Opinion and Order, November 2, 2009, p 77.

> MPSC Case No. U-16191, Order, November 4, 2010, p 73.
3



residential subsidy amount did not need to be recalculated. Therefore, the Commission
authorized Consumers Energy to “...continue the 20% reduction of the $92.3million subsidy
consistent with the Commission’s findings in Case No. U-15645.”"> Thus, the Commission’s
Order recognized its past determination and rendered a decision that was consistent with its
previous decision.

Moreover, Energy Michigan’s recalculation of the residential subsidy amount is flawed.
Energy Michigan argues for the annual elimination of $32.9 million — which over the remaining
deskewing period totals a residential subsidy amount of $131.5 million — and asserts that this
subsidy amount was calculated in the cost of service study. But, a cost of service study does not
calculate the residential subsidy; rather it calculates the total revenue requirement and total
revenue deficiency for the residential class (as well as all the other classes). While the
residential subsidy amount could change due to a change in usage characteristics, this did not
occur in this proceeding. A unique aspect of this case is that the Company maintained the sales,
billing determinants, and allocation factors from its previous rate filing. 5 TR 1244-1245. As
these factors were unchanged, it can be determined that there are no significant shifts in revenue
responsibilities that are not attributable to new costs from this rate case. This very fact led Staff
to review the mathematical approach it had previously supported and determine that the
residential subsidy amount did not need to be recalculated. 5 TR 1245-1248. Thus, Energy
Michigan’s proposed recalculation of the residential subsidy would be inappropriate.

Accordingly, no error has resulted from the Commission’s Order and no unintended
consequences have arisen from the Commission’s decision. The arguments that Energy

Michigan raises were previously addressed over the course of the proceeding and rejected by the

¥ MPSC Case No. U-16191, Order, November 4, 2010, p 73.
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Commission. As such, Energy Michigan has failed to meet the Commission’s rehearing

requirements as specified under Rule 403'* and its Petition for a Rehearing should be denied.

Relief

Therefore, Staff respectfully requests that the Commission deny Energy Michigan’s

Petition for Rehearing.

Dated: December 27, 2010

*Mich Admin Code R 460.17403.

Respectfully submitted,
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