STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* Kk kK k

In the matter of the application of DTE ELECTRIC )
COMPANY for authority to increase its rates, amend )

its rate schedules and rules governing the distribution ) Case No. U-17767
and supply of electric energy, and for )
miscellaneous accounting authority. )

)

At the December 11, 2015 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. John D. Quackenbush, Chairman
Hon. Sally A. Talberg, Commissioner
Hon. Norman J. Saari, Commissioner

ORDER

I. HISTORY OF PROCEEDINGS

On December 19, 2014, DTE Electric Company (DTE Electric) filed an application seeking
authority to increase its retail rates for the generation and distribution of electricity by $370
million effective as soon as possible in 2015, and for other forms of regulatory approvals including
miscellaneous accounting authority. The rate increase sought in this proceeding is based on the
company’s projections for relevant items of investment, expenses, and revenues for a test year
covering the 12-month period from July 1, 2015, to June 30, 2016. More specifically, DTE
Electric explained that the rate increase is needed to recover costs associated with environmental

compliance, capital investments in distribution and generation assets, capital structure costs



changes, operation and maintenance (O&M) expenses, and inflation. DTE Electric also reserved
the right to self-implement a rate increase as permitted under MCL 460.6a(1).

DTE Electric averred that the company’s sustainable and on-going Continuous Improvement
(CI) efforts have allowed the company to control and, in some instances, reduce costs subsequent
to approval of its previous rate case. Additionally, DTE Electric stressed that the Commission’s
approval of its application in Case No. U-17068 allowed the utility to delay this filing. DTE
Electric also indicated that changes to its other post-employment benefits (OPEB) obligation has
resulted in significantly lower post-employment benefit expenses starting in 2013. Nevertheless,
DTE Electric maintained that its requested rate relief is necessary to allow the utility to continue to
provide safe and reliable electric service to its customers. DTE Electric also contended that,
absent a rate increase at this time, the company would be unable to recover its costs or earn a
reasonable return on its investments.

DTE Electric explained that the starting point for determining its revenue deficiency was the
data from the year ended December 31, 2013. According to DTE Electric, this historical data was
then normalized and adjusted for known and measurable changes to arrive at the company’s July
1, 2015, to June 30, 2016, projected test year. Among the items for which DTE Electric is seeking
recovery are the investments related to the utility’s acquisition of the Renaissance Power Plant
(Renaissance plant) and the plan to purchase a 300 megawatt (MW) Michigan-based simple cycle
natural gas-fired power plant. In addition, DTE Electric is seeking recovery of the initial costs of
its investment in a new integrated customer billing system that it maintains will enhance customer
experience (Customer 360). Other noteworthy expenditures mentioned in the application include
costs associated with the utility’s advanced metering infrastructure (AMI) and its efforts to

complete the Combined Operating License Application (COLA) for an additional nuclear
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generation unit at the site of its Fermi 2 nuclear generating plant. DTE Electric sought cost
recovery of its variable compensation programs used to attract and retain employees. However,
DTE Electric stated that it was not attempting to recover the variable compensation paid to the top
five executives of its parent, DTE Energy Company (DTE Energy).

DTE Electric proposed in its application a return on equity (ROE) of 10.75% with an overall
rate of return of 5.96% after-tax, which equates to 8.61% pre-tax. The utility explained that it
would be relying upon a permanent capital structure of approximately 50% equity and 50% long-
term debt. DTE Electric’s projected rate base for the test year is $13.6 billion.

DTE Electric also requested accounting authority to implement certain practices, including an
OPEB deferral mechanism that affects the expense projections, and authority to use Account 926,
Employee Pensions and Benefits, for the cost of the company’s supplemental retirement plan and
its executive supplemental retirement plan, along with other requested accounting relief.

Consistent with its application in Case No. U-17689, DTE Electric proposed that its
production cost allocation should be based on a 100% demand 4 coincident peak (CP) allocation
(4CP 100-0-0). The company also proposed that its transmission cost allocation should be based
on a 100% demand 12 CP allocation (12CP 100-0-0).

With regard to rate design issues, DTE Electric proposed a new primary rate class (Rate D11),
which will replace the utility’s existing Rates D6, D6.1, and D7. According to DTE Electric, Rate
D11 will better align retail rates with system costs. The utility also proposed consolidation or
elimination of certain residential rate schedules that are seldom used or redundant. Additionally,
DTE Electric proposed modifications to its senior citizens rate offering, a new residential service

special low-income pilot tariff, and modifications to the existing residential income assistance
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service provision. Finally, DTE Electric is also proposing an expansion to its demand-side
management program.

On January 29, 2015, Administrative Law Judge Sharon L. Feldman (ALJ) conducted a
prehearing conference. Petitions to intervene filed by the Michigan Environmental Council
(MEC), the Natural Resources Defense Council (NRDC), and the Sierra Club (together,
MEC/NRDC/SC), The Kroger Company (Kroger), the Detroit Public Schools, the Association of
Businesses Advocating Tariff Equity (ABATE), Energy Michigan, the Michigan Agri-Business
Association, Local 223 of the Utility Workers Union of America, AFL-CIO, the Municipal Street
Lighting Coalition (Municipal Coalition), Wal-Mart Stores East, LP, and Sam’s East, Inc.
(together, Wal-Mart), the Michigan Cable Telecommunications Association, the Michigan
Department of the Attorney General (Attorney General), a group of residential customers referred
to as the DTE Residential Customer Group (RCG), and individual intervenors Richard Meltzer,
Paul F. Wilk, Dan Mazurek, and David Sheldon were granted by the ALJ. The Commission Staff
(Staff) also participated. Thereafter, the ALJ established a schedule for the remainder of the
proceeding. Additionally, several people made comments pursuant to Mich Admin Code,

R 792.10413.

On April 10, 2015, the ALJ conducted a motion hearing for the purpose of resolving issues
pertaining to a protective order sought by DTE Electric. A protective order was issued on
April 10, 2015. On May 20, 2015, the ALJ granted intervention to the Environmental Law &
Policy Center (ELPC), based on its uncontested April 28, 2015 petition.

On May 29, 2015, DTE Electric filed testimony and exhibits addressing the company’s plan to
self-implement a revenue increase of $230 million effective July 1, 2015. At the June 2, 2015

hearing on self-implementation, testimony was bound into the record without cross-examination.
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Absent action by the Commission, on July 1, 2015, DTE Electric self-implemented a rate increase
designed to produce additional annual retail electric revenues of $230 million above levels
established by the October 20, 2011 order in Case No. U-16472 (October 20 order), on an equal
percentage basis.

Evidentiary hearings were held from June 23 to July 6, 2015, where 53 witnesses appeared for
cross-examination or had their testimony bound into the record by agreement of the parties.
Timely initial and reply briefs were filed.

The ALJ issued a Proposal for Decision (PFD) on October 8, 2015. Exceptions to the PFD
were filed by the RCG, Mr. Sheldon, the Staff, DTE Electric, the Attorney General, and ABATE
on October 27, 2015. On October 28, 2015, the Staff filed amended exceptions to correct its
revenue deficiency figure and Mr. Meltzer filed exceptions. Replies to the exceptions were filed
by the Municipal Coalition on November 6, 2015, and by ABATE, the Attorney General, Kroger,
the Staff, ELPC, DTE Electric, MEC/NRDC/SC, RCG, and Mr. Meltzer on November 9, 2015.
The record consists of 2,596 pages of transcript and 231 exhibits received into evidence.
Additionally, the ALJ took official notice of the Staff’s final report filed in Case No. U-17000, and

of DTE Electric’s tariffs, which are available electronically on the Commission’s website.

Il. TEST YEAR
DTE Electric relies on a projected test year of July 1, 2015 to June 30, 2016, and states that, in
presenting projections for this test year, the utility began with the 2013 historical test year,
adjusted for known and measurable changes. No party objected to the test year. The ALJ

recommended that the Commission adopt the proposed test year, and the Commission agrees.
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I1l. RATE BASE

A. Net Plant

1. Non-nuclear Generation

Franklin E. Warren, Vice President in charge of Fossil Generation for DTE Electric, testified
that the utility will prioritize the performance of the Monroe and Belle River plants, and will
minimize future investments in the Trenton Channel, River Rouge, and St. Clair plants. He also
testified that DTE Electric intends to acquire the Renaissance plant, a 732 MW natural-gas fired
plant in Carson City, Michigan, and another gas-fired peaking plant. He testified that the largest
non-nuclear investments are related to the installation of new environmental compliance
equipment necessary for meeting the federal Mercury and Air Toxics Standards (MATS). These
amounts include $256 million for the installation of flue gas desulphurization (FGD) and selective
catalytic reduction (SCR) equipment at Monroe, and $239 million for the installation of activated
carbon injection (ACI) and dry sorbent injection (DSI) equipment at the Belle River, Trenton
Channel, St. Clair, and River Rouge plants. He testified that, without these expenditures, these
latter four plants (3,000 MW in capacity) would not be able to operate after April 15, 2016, the
final date for compliance with MATS. 4 Tr 214-229.

a. Mercury and Air Toxics Standards Compliance

Irene M. Dimitry, DTE Energy Corporate Services, LLC’s Vice President for Business
Planning and Development, testified regarding DTE Electric’s strategy for complying with MATS.
She testified that the utility considered three options with regard to the five plants facing this
challenge: (1) installation of DSI and ACI equipment; (2) installation of scrubber or FGD
equipment along with a method such as ACI or SCR for removing mercury; or (3) retirement of

the unit and the purchase of replacement energy either through the market or the acquisition of a
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new generating plant. 5 Tr 615-616. DTE Electric ultimately determined that the Monroe plant
will comply with MATS through the installation of FGD and SCR technology; the St. Clair, Belle
River, Trenton unit 9, and River Rouge plants will comply through installation of ACI/DSI; and
Trenton units 7 and 8 will be retired. 5 Tr 616. Ms. Dimitry testified that the utility performed an
economic analysis of the three options with respect to each plant, and that the ACI/DSI technology
offered lower capital costs, the ability to keep the units running for now, and the flexibility to
retire parts of the fleet in an orderly manner. 5 Tr 617-618. She testified that retiring these plants
all at once could present profound reliability challenges.

MEC/NRDC/SC took issue with DTE Electric’s plan to install ACI/DSI technology at St.
Clair, Trenton, and River Rouge. They presented the testimony of George Evans, President of
Evans Power Consulting, Paul Chernick, President of Resource Insight, Inc., and Dr. Ranajit Sahu,
an independent consultant, to show that certain estimates, assumptions, and inputs into the
economic analyses are not reliable.

Dr. Sahu testified that DTE Electric’s estimates of its variable O&M costs, particularly with
respect to the cost and quantity of sorbents to be used, are inconsistent and unreliable. He testified
that powdered activated carbon (PAC), bromated PAC, and trona are the sorbents used in the
ACI/DSI equipment, and that DTE Electric’s estimates of the required quantities, going back to
2012, have been inconsistent. DTE Electric seeks recovery of sorbent costs in power supply cost
recovery (PSCR) plan and reconciliation cases.® Dr. Sahu noted significant variation between the
estimates the utility provided to the Michigan Department of Environmental Quality (MDEQ) in

pursuing an air quality permit, and the estimates provided to the Commission in various PSCR

! For that reason, costs associated with the use of sorbents have been deleted from the O&M
portion of this rate case.
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plan cases. Exhibit MEC-29. Dr. Sahu opined that DTE Electric does not have a good grasp on
the factors that influence sorbent usage.

Mr. Chernick took issue with certain assumptions used in the modeling of replacement power
costs, and testified that DTE Electric did not make a convincing case for the cost-effectiveness of
continued operation of the three disputed plants. He criticized the utility’s net present value
revenue requirements (NPVRR) model, arguing that it does not recover the full value of the
retrofit. He recommended that the Commission not allow recovery in rates of the ACI/DSI
installation costs, due to the issues of missing costs, inflated costs, and unsupported assumptions.
7 Tr 1724-1725.

The ALJ addressed several disputed issues regarding the economic analyses. MEC/NRDC/SC
argued that DTE Electric’s choices were biased by the use of estimated new plant costs that were
unreasonable and higher than the costs used in its NPVRR analysis. The ALJ found that the high
estimates (and the use of PROMOD for River Rouge) primarily affected the indication of the
timing of new construction (under the retirement option), but were not unreasonable, stating that
“the history of utility plant construction is fraught with tales of unanticipated delays and cost
overruns. It is difficult to fault DTEE for assuming a longer time period for construction than it
might have achieved.” PFD, p. 47 (note omitted); see also, 5 Tr 644. The ALJ also rejected
MEC/NRDC/SC’s argument that DTE Electric should have considered alternatives, such as
demand side options, to supplement or replace the new gas-fired generation in its retirement
scenario. She found that neither Mr. Evans nor Mr. Chernick “provided illustrative parameters for
these alternatives.” PFD, p. 49. The ALJ noted the dispute between the parties regarding the
commodity, energy, and capacity costs that went into the utility’s economic analyses. She found

that Mr. Chernick offered useful revised forecasts based on the inflation rates in the long-term
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forecasts for market forwards, and that his revised capacity price forecasts were also reasonable;
but she likewise found that DTE Electric established that the results were significantly different if
coal prices were updated, as well as the other market costs. PFD, pp. 51-52. She also noted
MEC/NRDC/SC’s arguments that not all capital expenditures for ACI/DSI have been identified,
and that electrostatic precipitators may be a source of additional costs.

Ultimately, the ALJ recommended no adjustments to the company’s proposed capital
expenditures in this cost category, thus recommending approval of DTE Electric’s overall capital
expenditures on MATS compliance for purposes of this rate case. However, she found that DTE
Electric failed to adequately support the various estimates that it provided regarding its sorbent
requirements at the three disputed plants. The ALJ cited Exhibit MEC-29, presented by Dr. Sahu,
which shows the range of sorbent estimates presented in recent PSCR plan cases as compared to
information submitted to the MDEQ. The ALJ found that the utility failed to present any
explanation for the vastly different trona usage estimates reflected in that exhibit. She further
found that the utility failed to explain the basis for the estimates included in Exhibit MEC-28,
which was intended to show the quantities of sorbents that may be needed. The ALJ provided a
chart in the PFD, at page 54, showing the varying estimates of sorbent costs from 2012 to 2016 for
the disputed plants provided by DTE Electric, and found that the utility’s rebuttal presentation
“never offered any explanation for the wide variation in these cost estimates.” PFD, p. 55. The
ALJ found Dr. Sahu’s cost estimates to be more reasonable and consistent with industry guidance.
She noted that DTE Electric’s Exhibit A-28 contains several spreadsheets “with no dates, no
explanation for the purpose of the compilation, and nothing that would facilitate comparison with

other DTEE estimates.” PFD, p. 56.
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The ALJ observed that DTE Electric’s proposed capital expenditures for the ACI/DSI
equipment installations at the three disputed plants are not large in comparison to its total proposed
capital expenditures (approximately $180 million out of $3.6 billion over two-and-a-half years),
and that the utility presented more analysis on this issue than it did for other proposed capital
expenditures of comparable size. However, the ALJ found that DTE Electric did not establish that
its estimates of the variable O&M costs, particularly the sorbent costs, are reasonable. The ALJ
opined that the variable O&M cost estimate is a significant element of determining whether
ACI/DSI technology is cost-effective, because, while the technology has relatively low capital
costs, it has relatively high ongoing O&M costs. She found that DTE Electric did not explain why
it had provided significantly different estimates in different cases, and to two different state
agencies. The ALJ provided a chart, at page 64, showing the potential impact on the net present
value of the benefits associated with the ACI/DSI option, and found that the investment is clearly
uneconomic for River Rouge and two units at St. Clair. PFD, p. 64. Based on its failure to justify
the economics of this technology installation, the ALJ recommended that the Commission “1)
limit DTEE’s variable O&M cost recovery, including its sorbent cost recovery, only to amounts it
can show were included in its 2013 analysis for St. Clair units 1-4 and 6-7, and Trenton Channel 9,
or included in its 2014 analysis for River Rouge units 2 and 3, adjusted for inflation; and 2) initiate
an investigation to determine how DTEE has been making its estimates, and whether further action
on the part of the Commission is warranted.” PFD, p. 65.

In its exceptions, DTE Electric notes that the Staff provided testimony indicating that “DTE’s
selection of FGD, SCR, DSI and ACI to meet current regulatory requirements is reasonable and
prudent,” and argues that the ALJ’s discussion of this issue is ultimately moot since there is no

capital disallowance recommended. 8 Tr 2054. DTE Electric states its agreement with the ALJ’s
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findings on net plant. However, the utility argues that the ALJ erred in recommending limiting the
recovery of variable O&M costs in future PSCR cases. The utility argues that, even with the
ALJ’s adjusted O&M costs, the alleged negative benefit for River Rouge is only $2.7 million, and
for St. Clair units 6-7 is only $7.9 million, whereas there is still a positive $4.5 million net benefit
for St. Clair units 1-4 and $33.5 million for Trenton unit 9; making the overall net benefit positive.
DTE Electric further argues that the ALJ’s recommendation to limit future PSCR recovery is
contrary to 1982 PA 304, MCL 460.6j et seq. (Act 304), which governs PSCR plan and
reconciliation proceedings. The company asserts that the reasonableness and prudence of
decisions underlying a PSCR plan are reviewed in that proceeding, as are the costs in the
reconciliation proceeding. MCL 460.6j(6), (12)-(15). DTE Electric also maintains that the ALJ
failed to articulate a useful purpose for the proposed investigation. The company notes that the
Commission dealt with projected sorbent costs in the May 14, 2015 order in Case No. U-17319,
and contends that any investigation of sorbent costs should be conducted in the context of PSCR
cases where actual cost recovery is sought.

Finally, DTE Electric avers that it presented extensive evidence showing that
MEC/NRDC/SC’s witnesses used biased assumptions in their analyses that had the effect of
underestimating the benefits of ACI/DSI installation, and posits that these intervenors favor the
early retirement of coal plants. The company notes that the Commission declined to issue a
warning pursuant to MCL 460.6j(7) (Section 7 warning) with respect to sorbent expenses in the
2012 PSCR plan case. See, June 28, 2013 order in Case No. U-16892, pp. 30-31. DTE Electric
argues that its own analyses showed an NPVRR of $54 million for the 2014-2035 period; and

asserts that the sorbent estimates provided to the MDEQ were required to reflect the maximum
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potential to emit. The company also points out that sorbent costs change over time, and that it was
necessary to decide whether to install ACI/DSI in the 2013-2014 timeframe.

In reply, MEC/NRDC/SC note that in DTE Electric’s 2013 and 2014 PSCR plan cases, the
Commission indicated that it would decide issues related to the long-term capital investments
associated with retrofits in a rate case, and declined to issue a Section 7 warning regarding the
inclusion of sorbent use in the company’s five-year plan. December 4, 2014 order in Case No.
U-17097; May 14, 2015 order in Case No. U-17319. MEC/NRDC/SC urge the Commission to
adopt the ALJ’s finding that pollution control equipment installation at the River Rouge and St.
Clair units 6 and 7 is uneconomical based on the varying estimates of sorbent costs and quantities
provided by the company. MEC/NRDC/SC assert that the information provided to the MDEQ
was not based upon the maximum potential to emit but rather on actual use derived from
modeling, and that DTE Electric has overstated replacement generation cost estimates in its
analyses and failed to consider alternative replacement energy sources. They contend that, given
that the ALJ deferred to all of the company’s other assumptions, her recommendations are actually
extremely conservative and should be adopted. MEC/NRDC/SC also assert that the Midcontinent
Independent System Operator, Inc., (MISO) forecast relied upon by the company is out of date and
that the June 2015 forecast shows that regional surpluses will address any Zone 7 deficit through
2019. These intervenors urge the Commission to disallow all or a portion of the capital
expenditures shown to be uneconomical.

MEC/NRDC/SC alternatively assert that the Commission should exercise its power in this rate
case to decrease DTE Electric’s base PSCR factor “to reflect the inflation-adjusted cap on variable

O&M costs. The Commission should require a filing by DTE after the final order to determine
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what that amount would be.” MEC/NRDC/SC’s replies to exceptions, p. 50; MCL 460.6j(18), (6).
They further urge the Commission to commence the recommended investigation.

As noted by the ALJ, this is not the first case in which the Commission has been confronted
with a dispute over DTE Electric’s proposed environmental upgrades to aging coal plants,
including the use of DSI/ACI as an alternative to retirement or other options. PFD, p. 60. The
introduction of DSI/ACI as a compliance approach presents the potential to make a relatively low-
cost capital investment to extend the life of plants until replacements can be implemented and
thereby provide flexibility to retire plants in an orderly manner. PFD, p. 29; 4 Tr 617. In order to
assess whether this compliance strategy is actually economical, however, both the capital costs and
the O&M costs, most notably the sorbent expense, must be considered. In the December 4, 2014
order in Case No. U-17097, p. 11, the Commission stated that “contested issues regarding capital
costs must be litigated in a rate case.” The Commission further instructed that “a comprehensive
justification of the proposed project and review of alternatives is needed to support recovery of
any capital or operating costs of these investments.” Id. Thereafter, the Commission’s May 14,
2015 order in Case No. U-17319, p. 10, found that sorbent expense qualifies as a recoverable
expense under the PSCR mechanism, but reinforced the Commission’s desire to examine these
issues in a holistic manner in the instant rate case:

The Commission reiterates that the plan and forecast provisions of Act 304 refer to
“existing sources of electric generation.” MCL 460.6j(3); MCL 460.6j(4). As such, the
inclusion of sorbents in a plan and forecast is appropriate. However, the Commission
acknowledges that the costs of sorbents and associated capital investments are included in
DTE Electric’s pending rate case, Case No. U-17767, and it is preferable to examine both
the operations and maintenance costs and capital costs for DSI and ACI in that proceeding.
Adjustments can be made in future PSCR proceedings based on the Commission’s
determinations in the rate case.

As directed by the Commission in these previous PSCR cases, the ALJ reviewed the evidence and

underlying analyses in a thorough and thoughtful manner. Based on the record, she found that at
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certain levels of sorbent costs presented by MEC/NRDC/SC, and assuming that remaining capital
balances are appropriate to be included in the NPVRR analyses, the DSI/ACI upgrades at River
Rouge units 2 and 3 and St. Clair units 6 and 7 resulted in negative net present values over the
study period.? Her proposed recourse was to cap the per-unit sorbent expense that DTE Electric
can recover from customers. Specifically, she recommended setting the cost recovery cap based
on DTE Electric’s 2013 sorbent expense estimates for St. Clair and estimates from DTE Electric’s
2014 analysis for River Rouge, with both adjusted for inflation. In reviewing this recommendation
by the ALJ, the Commission assumes that this cap would be implemented in PSCR proceedings
where the projected and actual sorbent costs would be examined relative to the cap, with any
excess amounts disallowed. The ALJ also recommended an investigation into how DTE Electric
has been estimating sorbent expense in order to determine whether additional action by the
Commission is warranted.

The ALJ presented a compelling analysis of this issue. The Commission agrees with the ALJ
that customers should be protected from bearing costs for environmental retrofit projects at
individual units in cases where such retrofits do not provide economic benefits. Based on the
ALJ’s analysis that considered different sorbent cost estimates and other assumptions used by the
parties, this is the concern for St. Clair units 6 and 7 and River Rouge units 2 and 3. That is, the
ALJ found that the retrofit option is not cost effective for the units when the sorbent costs are
within an expected range but above the levels referenced by the ALJ for purposes of setting her
recommended cap. PFD, p. 64. Notwithstanding, the Commission is also mindful of several
factors addressed in this proceeding, including: (1) the information on sorbent costs that was

available in the 2013-2014 timeframe when DTE Electric decided to move forward with DSI/ACI;

% The Rouge plant shows a negative NPV even if the unamortized balance of environmental
upgrades is excluded.
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(2) the combined positive net present value for DTE Electric’s overall strategy to comply with
MATS at its various plants; (3) other benefits that may not be captured in the analysis such as the
option value that these plants provide to both DTE Electric and its customers given the significant
shift DTE Electric, Michigan, and the Midwest region are experiencing with respect to the
generation portfolio; and (4) the fact that retiring an additional 1,000 MWs of generation in
Michigan in 2016 does not appear feasible at this point given MISO requirements to have a
minimum level of capacity in the lower peninsula of Michigan. Thus, there are practical
constraints, timing issues, and other variables that complicate this matter.

Considering these factors, the Commission agrees with the ALJ that an adjustment to the
proposed retrofit capital expenditures is not the best approach to address this issue. The
Commission finds the ALJ’s focus on O&M costs to be entirely appropriate as these costs appear
to be a key driver of the net present value results as shown in this case. However, the Commission
may not lawfully limit the recovery of sorbent costs in future PSCR proceedings by establishing a
hard cap in this rate proceeding; those PSCR proceedings must follow the dictates of Act 304 and
the evidence will be tested in those proceedings as required under MCL 460.6j. Even
MEC/NRDC/SC seem to acknowledge this, where they state that “the Commission has ample
authority to adopt the ALJ’s recommendations, and if the Commission had any concerns about that
authority it could adopt a partial disallowance of the capital expenditures as an alternative
remedy.” MEC/NRDC/SC’s replies to exceptions, p. 2. In the PSCR cases, the company will be
required to show that projected sorbent expenses are reasonable and prudent, and all actual
reasonable and prudent expenses will be trued-up on reconciliation. While not agreeing to any cap

here, the Commission certainly expects information on actual sorbent costs and refreshed net
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present value analyses to inform future decisions in PSCR proceedings about cost recovery
associated with these marginal units.

The Commission does not feel compelled at this point to initiate an investigation into DTE’s
process for developing sorbent expense estimates.

b. Other Fossil Generation Capital Adjustments

The Staff recommended three adjustments to non-nuclear generation capital expenditures
included in rate base. Naomi Simpson, Public Utilities Engineer in the Electric Reliability
Division of the Commission, testified that the Staff recommended reducing the utility’s total
projected environmental capital expenditure by $12.4 million (originally $22.4 million, but later
updated) based on the results of an audit showing that the company spent less than it projected in
2014. 8 Tr 2051; PFD, p. 68. Ms. Simpson also testified that the Staff recommended reducing
total projected environmental capital expenditures by an additional $33.7 million to exclude
contingency expenditures, on the grounds that such expenses may not be incurred at all, or may be
incurred in significantly reduced amounts. The Staff also argued that an additional $31.1 million
should be deducted from capital expenditures to reflect the reduction in projected project costs
presented by DTE Electric in Exhibit A-35. Finally, the Staff proposed that there should be a
removal of projected test year costs of $800,000 for 2015 and $2,450,000 for the first six months
of 2016 (for a total of $3,250,000) related to DTE Electric’s Monroe dry ash conversion project,
which has been undertaken in order to comply with new Resource Conservation and Recovery Act
(RCRA) regulations.

The Attorney General recommended an adjustment to fossil generation capital expense
projections of $7.7 million, based upon the difference between projected and actual 2014 capital

expenditures. 9 Tr 2323-2324.
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MEC/NRDC/SC argued that contingency expenses should be removed from environmental
capital expenditure projections.

The ALJ found that there was no dispute that the environmental capital expense projections
should be reduced by at least $31.1 million, because DTE Electric had lowered its own projections
by that amount. The ALJ further found that Exhibit A-35 reflected the utility’s most recent
projections, and that DTE Electric’s revised lower projections no longer contained the $33.7
million in contingencies, but rather only $4.1 million. The ALJ agreed with the Staff that the $4.1
million in contingency amounts should also be excluded. She further recommended adoption of
the Staff’s proposed $12.4 million reduction, based on a comparison to 2014.

The ALJ agreed with the Attorney General that the capital expense projections for fossil
generation should also be reduced by $7.7 million, based on the difference between actual and
projected 2014 “hydro and other” expenditures.

Finally, the ALJ agreed with the Staff that $3,250,000 should be removed from projected test
year costs related to DTE Electric’s Monroe dry ash conversion project. Thus, the ALJ
recommended a total reduction of $58.5 million to fossil generation capital expense. PFD, p. 73.

In exceptions, DTE Electric argues that although the $31.1 million adjustment was agreed to
by the parties, the remaining $27.5 million in adjustments recommended by the ALJ are in error.
With regard to the reduction to environmental expenditures, DTE Electric contends that “it would
be inappropriate to disallow cost recovery simply because the forecasted (in mid-2014) timing of
expenditures did not turn out to be precisely accurate.” DTE Electric’s exceptions, p. 5. The
company states:

It is a significant undertaking to schedule outages in a manner to minimize customer and
market impacts while at the same time supporting the work required on all eleven power

generation units receiving ACI/DSI systems. Less ACI/DSI project work (and thus
approximately $10 million less capital spending) was completed in 2014 than was
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originally forecasted due to outage timing and equipment availability. This amount should
not be disallowed (4 T 259-62) because the ACI/DSI work will be completed by April
2016 which is within the projected test year.
Id., (note omitted). DTE Electric also argues that there is confusion over the $12.4 million in any
case, because this amount has already been accounted for in the $31.1 million downward
adjustment.

The company also objects to exclusion of the $4.1 million in contingency costs associated
with environmental work, arguing that this work was not speculative, but was simply not fully
defined.

DTE Electric objects to the disallowance of $7.7 million based on the Attorney General’s
argument that this also represents an underspent amount. DTE Electric contends that its proposal
does not rely on speculation, and explains that this amount is related to the timing of spending on
the Ludington plant unit upgrades that are occurring over a six-year time period.

Finally, DTE Electric also takes exception to the disallowance of $3.3 million of funding for
the Monroe dry ash bottom project related to compliance with new RCRA regulations, arguing
that Exhibit S-8.5 shows that the new rules, promulgated in December of 2014, have required the
utility to undertake engineering studies which will be the basis for developing and implementing a
compliance plan. DTE Electric contends that evaluation, design, and (potentially) construction
costs will be incurred during the test year, and delay would compromise the utility’s ability to
remain in compliance.

In reply, the Attorney General argues that DTE Electric has tried to introduce confusion into
this issue, and that the company provided no evidence showing that the ALJ erred in making the

$12.4 million adjustment or the $7.7 million adjustment.
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In their reply, MEC/NRDC/SC argue that contingency amounts may never be incurred, that
the allowance of contingency projections removes the incentive to control costs, and that amounts
reasonably incurred will be recovered in future proceedings. MEC/NRDC/SC further argue that
the company failed to support the requested contingency amount, noting that when the
contingency request was changed “the evidence supporting DTE’s revisions was unclear and the
sponsoring witness was unable to explain it — so the revised contingency amount was not
supported by substantial evidence.” MEC/NRDC/SC’s replies to exceptions, p. 9.

In its reply, the Staff states that the $12.4 million adjustment and the $31.1 million adjustment
are redundant, and that if both adjustments are made the Commission will be double counting.
The Staff recommends that the Commission adopt the adjustment made by the company of $31.1
million. 4 Tr 261. The Staff further argues that the Commission should disallow the contingency
costs of $4.1 million because they are speculative, and the $3.3 million in expenditures related to
RCRA compliance because the company provided no details on what engineering and planning
work needs to be done. The Staff contends that Exhibit S-8.5 is insufficient.

Based upon the Staff’s reply, the Commission finds that the $12.4 million recommended
adjustment is already included in the agreed-upon downward adjustment of $31.1 million made by
the company.

The Commission agrees with the ALJ, the intervenors, and the Staff that the $4.1 million in air
quality related contingency costs should be excluded, because, while contingency planning is an
acceptable budgetary strategy, it is not appropriate for ratemaking. See, the November 19, 2015
order in Case No. U-17735. As the Staff correctly notes, contingency budgeting is speculative,
and shifts all of the risk associated with that item onto ratepayers, allowing for a return of and on

an investment that may never be made. Additionally, the Commission notes that the company
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provided conflicting evidence on the purpose and amount of the contingency monies sought here.
4 Tr 267-270, 288-290. The Commission rejects the request to include these undefined and
possibly unnecessary projections in capital expenditures.

The Commission, however, is not persuaded that the $7.7 million adjustment to “hydro and
other” expenditures proposed by the Attorney General should be adopted. The fact that the utility
underspent in a prior year does not, alone, prove that capital expenditures for the test year should
be cut. Based on the record, the Commission is persuaded that unfinished projects may roll over
into the test year, and rejects the Attorney General’s proposed adjustment.

Finally, the Commission agrees with the company that it was prudent to undertake planning
and engineering studies for the test year to ensure compliance with the new RCRA rules, and
adopts $3.25 million for this cost category.

2. New Generating Plants

Ms. Dimitry testified that DTE Electric identified a need to purchase approximately 900 MW
of capacity to meet its peak requirements, and that the utility planned to meet this need through the
purchase of the Renaissance plant and a 300 MW gas-fired peaking plant. The Renaissance plant
had a purchase price of $240 million, with $25 million in spare parts, included in the 2015 capital
expense forecast. Ms. Dimitry testified that the transaction would close in the first quarter of
2015. No party challenged this acquisition. 8 Tr 2055-2056.

Ms. Dimitry further testified that DTE Electric would solicit bids for the additional peaking
plant at a cost of approximately $100 million, with an additional $10 million for spare parts. 5 Tr
613. As aresult of information gleaned from discovery propounded by the Staff, Ms. Simpson
testified that DTE Electric had identified the qualifying bid to be a merchant plant owned by DTE

Energy Services known as the East China power plant. 8 Tr 2059-2060; 9 Tr 2325-2326. DTE
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Electric stated that it would purchase the plant for $68.2 million, plus $4.7 million in spare parts
(for a total of $72.9 million), but that the exact purchase price would not be known until after the
close. Exhibits S-13.1, S-13.2.

The Attorney General argued that the Commission should exclude the cost of the East China
plant from rates for the projected test year, because this information (the discovery response) was
received four days before testimony was due and there was no realistic opportunity for discovery
regarding the elements of the acquisition, including the cost or the fact that it will be an affiliate
transaction. The Attorney General argued that inclusion of these amounts would be premature.
MEC/NRDC/SC agreed with the Attorney General that the request is untimely and has not been
adequately reviewed.

The Staff supported recovery of the amounts associated with the East China plant, arguing that
the price for the East China plant appears to be significantly below current market price on a
dollars per kilowatt basis.

The ALJ found that the information provided to the Staff by the utility regarding price was
only an estimate, and that the transaction had not closed. The ALJ also found that the utility had
provided no evidence regarding any due diligence. The ALJ recommended that the projected
expenses associated with the East China plant be excluded from rate base, because DTE Electric
had not shown that it will incur this expense within the projected test year, and because this
purchase from an affiliate has not been reviewed by the parties.

In exceptions, the Staff urges the Commission to allow expenses of $72.9 million in capital
expenditures for the East China plant. The Staff contends that DTE Electric provided pricing

information through discovery to the Staff, and the Staff introduced this discovery into evidence,
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providing a sufficient basis for the Commission to act. 8 Tr 2060-2061; Exhibits S-13.1 and
S-13.2.

DTE Electric also urges the Commission to approve this cost item on the basis of the evidence
offered by the Staff. The company asks for a further addition of $2.8 million for “capital
maintenance costs” for the test period ($1.1 million in 2015 and half of $3.3 million for half of
2016). The company argues that the record fully supports cost recovery in this case based on the
evidence, and that no one disputes that the purchase price of the East China plant is advantageous
and substantially less than what the company originally forecasted. The company contends that
this purchase results in a reduction of $9 million in NPVRR for 2015-2020, and $98 million for
2015-2035. 8 Tr 2061; Exhibit S-13.2.

In reply, the Staff again recommends that $72.9 million be included in capital expenditures for
the East China plant, but opposes the company’s request for an additional $2.8 million for “capital
maintenance costs” as described in DTE Electric’s exceptions. The Staff contends that the
company never explained how it plans to use “maintenance capital.”

In their reply, MEC/NRDC/SC assert that the East China expense should be excluded because
the parties were informed of the selection of this plant via the discovery response to the Staff on
May 18, 2015, which was only four days before Staff and intervenor direct testimony was due.
They argue that the request is untimely, that the price is only an estimate, and that the request may
be made in a future rate proceeding. They further contend that there has been no time to
investigate the fairness of the request for proposal (RFP) process, which may have favored an

affiliate.
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In his reply, the Attorney General contends that it was DTE Electric’s obligation to place into
evidence sufficient facts in support of this cost item in its initial application, and the company did
not do so.

The Commission anticipates that the regulatory process should be nimble whenever possible
to account for ever-changing conditions, including opportunities to purchase new generation. DTE
Electric addressed in its application its plans to purchase another gas-fired generator. An estimate
for the purchase was also included in the projected test year calculations and shown on Exhibit A-
9, Schedule B6. There was no surprise here that DTE Electric was moving forward expeditiously
to acquire a plant. After receiving additional detail on the price via discovery, the Staff’s
testimony addressed the purchase and supports the inclusion of $72.9 million. Further, the
Commission notes that the Federal Energy Regulatory Commission (FERC) authorized the East
China sale on July 16, 2015, pursuant to an application submitted by the parties on May 11, 2015.
DTE Electric Company and DTE East China, LLC, Order Authorizing Disposition of
Jurisdictional Facilities and Acquisition of Existing Generation Facility, 152 FERC 1 61,036
(2015). While the Attorney General and the ALJ would have preferred more detailed information
being available sooner, the Commission finds that there is adequate support in the record for the
reasonableness and need for the purchase as presented by DTE Electric and the Staff. Therefore,
the Commission finds it is reasonable to include the capital investment in rate base at this time.

3. Nuclear Generation (Fermi 2)

The Attorney General argued that $4.4 million for 2015 and $2.1 million for the first half of
2016 (for a total of $6.5 million) included in DTE Electric’s capital expenses for Fermi 2 should
be excluded because they are essentially contingency amounts identified only as “emergent

projects.” The ALJ agreed, noting that contingency spending “is not consistent with the ‘known
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and measurable change’ method DTEE claims it employed as the basis for its projected test year
capital spending.” PFD, p. 80.

In exceptions, DTE Electric argues that the ALJ erred in recommending this disallowance
because the company “has a clear statutory right to use a fully-forecasted projected test year in
requesting rate relief.” DTE Electric’s exceptions, p. 14. The company contends that emergent
conditions usually surface following scheduled inspections during refueling outages, or from
emerging regulations, stating that its cost needs for these projects are well-founded and
undisputed. 6 Tr 1185-86, 1199-1205.°

In reply, the Attorney General contends that the Commission has previously rejected the
argument that it must grant every projected cost item lest it be accused of violating the utility’s
statutory right to rely on projections. June 7, 2012 order in Case No. U-16794, pp. 12-13. The
Attorney General also notes that the Commission has previously rejected contingency costs that
lacked support on the record. October 20, 2011 order in Case No. U-16489, pp. 36-37.

As the Commission has previously stated and as acknowledged by the ALJ, contingency
budgeting is not appropriate when setting rates. DTE Electric’s witness testified that he was not
certain that the contingency amounts would be spent. 6 Tr 1201-1202. That is the nature of
contingency budgeting, which is an appropriate planning tool, but does not represent the type of
cost that should be borne by ratepayers. As with the environmental and AMI (discussed below)

cost categories, the Commission removes the contingency amounts associated with Fermi 2. If

% DTE Electric further notes that it proposed renaming the “Nuclear Decommissioning
Surcharge” the “Nuclear Surcharge,” and supported a net reduction of $4.765 million to the 2013
nuclear surcharge, to a proposed level of $32.318 million. 4 Tr 565, 6 Tr 1178-1179; Exhibit A-
19, Schedule K2, line 5. The company asserts that the ALJ implicitly agreed with these
uncontested matters, but for clarity requests that the Commission explicitly adopt these proposed
changes. No party filed exceptions to the proposals, and the Commission adopts the new name
and the reduced nuclear surcharge level.
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these amounts are ultimately reasonably and prudently spent, the company may request recovery
in a future rate case.

4. Electric Distribution System - Vegetation Management Capitalization

DTE Electric requested capitalization of a projected $45 million in annual expenses associated
with its new enhanced vegetation management program (EVMP) beginning in 2015. Intended to
last 10 years, DTE Electric describes the program as an expansion of clearing activities within the
distribution right-of-way (ROW) to remove all vegetation that has the ability to grow into or
overhang the power lines within five years, applicable to one-third of the annual target clearing
area.

The Staff opposed capitalization treatment for the EVMP expenditures, on grounds that this
program is simply expanded routine ROW maintenance and not part of the initial ROW
development, such as the first clearing of an area.

The ALJ recommended that the Commission reject capitalization treatment for the EVMP
expenses, agreeing with the Staff that this is part of an ongoing clearing effort. The ALJ opined
that, if allowed, ratepayers could end up paying both rate base and depreciation expense for many
years for the same recurring EVMP expense, and noted that the utility made no effort to match the
time period over which benefits would be received to the time period over which customers would
be paying the clearing costs through depreciation and return on rate base. PFD, p. 86.

In exceptions, DTE Electric argues that the Commission directed the utility to adopt an
expanded vegetation management program to address trees, citing the May 2, and December 4,
2014 orders in Case No. U-17542. DTE Electric requests $49 million of O&M for continuing
vegetation management, plus $45 million for the test year (as part of the expenditure of $45

million per year over ten years) for EVMP, with capitalization of the latter amount.
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DTE Electric contends that the EVMP is not an O&M expense. The utility states that its
historic vegetation management practice is to trim vegetation within a circle with a maximum 15
foot radius centered on the pole line at the height of the cross arm for the length of the circuit. The
company notes that this might leave branches overhanging the poles and wires if those branches
were outside the circle. By contrast, the company maintains, the EVMP program involves creating
clear power corridors around the conductors and has been proven to significantly improve
reliability. The utility argues that it has never performed clearing to the extent and depth of the
proposed EVMP clearing. DTE Electric maintains that this will be the first clearing of these
ROWs in this manner, and this program will extend the life of the electrical assets and reduce
customer outage events. 4 Tr 395-396. The company estimates that at the end of ten years, it will
show a 40% improvement to its system average interruption duration index (SAIDI) due to the
EVMP, which is currently in the fourth quartile.* DTE Electric provided testimony explaining that
the Uniform System of Accounts allows for these costs to receive capitalization treatment. 6 Tr
1070-1071.

In reply, the Attorney General argues that the EVMP should not be capitalized, and that the
company failed to show that service reliability will be degraded by adopting the PFD. The
Attorney General further asserts that the company provided no evidence to show that doubling its
spending will bring any additional benefit to ratepayers.

In its reply, the Staff again argues against capitalization treatment for any EVMP amount that
is allowed, noting that the first clearing of the existing ROW was completed years ago and “any
further removal now is an O&M expense, even if it is executed in a new way.” Staff’s replies to

exceptions, p. 5. The Staff states, “Once utilities demonstrate that they are responsible stewards of

* SAIDI represents the average outage duration for customers, and is calculated as the sum of
all customer interruption durations divided by the total number of customers served.
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the vegetation management funds they already receive, Staff may be more inclined to support
additional funding. But now is not the time for the Commission to approve a large-scale program
as a capital expenditure with no assurance that it will benefit ratepayers in kind over the long
haul.” Staff’s replies to exceptions, p. 6. The Staff further urges the Commission to permit the
program to be tested a bit longer, allowing DTE Electric to report back on reliability and spending,
before it is fully funded.

As is discussed below, the Commission today approves a portion of the requested EVMP
expense in O&M expense. However, the Commission is not persuaded that this cost category is
appropriate for capitalization. The EVMP program is essentially untried on a large scale, and has
the potential to encounter challenges, which could change the nature of the program. Additionally,
the Commission is not presently convinced that this program is fundamentally different from
enhanced clearing, the costs of which have never been capitalized. The EVMP effort is not a first
clearing, because all of these ROWSs have been cleared before, possibly multiple times. The
Commission expects that DTE Electric will provide additional information about the efficacy of
the EVMP program in future cases. Having rejected capitalization treatment, the amount of
allowed expense is addressed under net operating income.

5. Corporate Staff Group

Theresa Uzenski, Manager of Regulatory Accounting for DTE Energy Corporate Services,
LLC, testified regarding proposed capital expenditures for the Corporate Staff Group (CSG)
within DTE Energy Corporate Services, LLC. She explained that CSG is a shared services
organization that provides a variety of administrative and general (A&G) services including audit,
accounting, finance, tax, treasury, corporation and governmental affairs, communications,

corporate offices and services, human resources, information technology (IT), legal, regulatory
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affairs, and customer services. She explained that capital expenditures incurred by CSG primarily
relate to IT, physical infrastructure, and fleet, and are recorded by DTE Electric and allocated to
other affiliates through a usage fee. 6 Tr 1043. Testifying regarding Schedule B6.5 of Exhibit
A-9, Ms. Uzenski described capital expenditures for some of these programs as follows:

Workplace Transformation, reflects strategic space planning costs to update DTE’s
headquarters, service centers and power plants. These renovations create energy efficient
work spaces, facilitate more effective collaboration and problem solving, and provide
flexibility to accommodate changing business needs. Line 12 reflects investments in
buildings and land. Expenditures include the land on Michigan Avenue that expands our
campus, helps revitalize our neighborhood, and provides enhanced safety and security; the
renovation of the former Salvation Army building that will be used as a swing space to
house DTE Energy employees during our workplace transformation initiative; and the
development of a public space on Grand River as part of the Detroit Business Improvement
Zone (BIZ) activities. BIlZ is a coalition of local businesses that provides services to keep
downtown Detroit clean, safe and beautiful.

6 Tr 1045.
The Attorney General took issue with the two expenditure categories known as the Workplace
Transformation Initiative (WT]I) and the Neighborhood Revitalization Initiative (NRI). Mr.
Sebastian Coppola, an independent business consultant, testified on behalf of the Attorney
General:
The second project is the Neighborhood Revitalization Initiative. This project is in fact
four projects: the Navitas House, Fed Park Place, Grand River Public Space and the Crime
Deterrence Initiative. The Navitas House is an urban revitalization project and also
functions as temporary offices for employees during the workplace transformation phase.
The Fed Park Place is an office campus extension and neighborhood beautification project.
The Grand River Public Space project is an additional expansion of the office campus area
to transform the area into a public space for employees and neighbors. The Crime
Deterrence Initiative is a vague security concept to reduce and prevent crime near the
Company’s headquarters building.

9 Tr 2329. The Attorney General argued that while these projects may be worthwhile, it is

inappropriate to expect ratepayers to pay the full cost of implementing programs that are

unconnected with the provision of utility service. The Attorney General contended that these
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programs benefit DTE Electric’s image, which in turn benefits shareholders; and that the
Commission should allow only half of the proposed capital expenditure to be included in rate base.

In briefing, the Staff contended that expenditures for both WTI and NRI should be disallowed
altogether for the test period, arguing that there is insufficient evidence on the record to show that
these expenditures are just and reasonable or used and useful to ratepayers.

The ALJ agreed with the Staff, and recommended that the Commission exclude the projected
costs for WTI and NRI from rate base. The ALJ rejected DTE Electric’s argument that these costs
support the provision of utility service, finding that a tangential relationship to the provision of
utility service is not sufficient. The ALJ found that the utility had failed to show that the
expenditures are reasonable and that the funds are not being used to enhance the value of the
utility’s real estate investments. She further observed that DTE Electric made no effort to justify
the overall level of its proposed expenditures on these two programs. The ALJ stated that she
could not adopt the Attorney General’s proposal of cost sharing, due to the paucity of information
supporting any of the costs on the record. The ALJ noted that DTE Electric will have an
opportunity in its next rate case to justify the reasonableness and prudence of these expenditures.

In exceptions, DTE Electric argues that the record reflects that the company is prudently
incurring costs “to update its headquarters, service centers and power plants, enhance safety and
security for employees, and provide additional space to house Company employees.” DTE
Electric’s exceptions, p. 29. While acknowledging that renovations were made to company
headquarters in 2011, DTE Electric contends that the “Workforce [sic] Transformation Initiative
was started in 2012, and is designed to address other needs and to upgrade different building
spaces.” Id., p. 30. The company maintains that some building spaces must be brought up to code

and into compliance with the Americans with Disabilities Act, and argues that there is no
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alternative to complying with federal law and building codes. Moreover, the company contends
that ratepayers do receive a benefit because these endeavors support the provision of utility
service. The company notes that its campus footprint will be expanded, and that over 140
employees are using the Navitas House as swing space.

In reply, the Attorney General contends that the ALJ is correct in characterizing many of these
plans as tenuous and having only a tangential relationship to utility service. He argues that the
ALJ’s recommendation ensures that when DTE Electric seeks these amounts in a future rate case
there will be sufficient evidence on the record.

From 2012 through the end of the test year, DTE Electric requested $86,484,000 for WTI, and
$27,329,000 for NRI. Exhibit A-9, Schedule B6.5. The Commission finds that a safe and
relatively comfortable and efficient workplace is indeed part of providing utility service, but that
neighborhood revitalization, while commendable, is not. Thus, the Commission approves the
amount sought for WT] for inclusion in capital expenditures, but rejects the amount sought for
NRI. Ms. Uzenski testified that the WTI money would be used to update the company’s
headquarters, service centers, and power plants. 6 Tr 1045. By contrast, the NRI funds are being
used to invest in land along Michigan Avenue, revitalize the neighborhood, renovate the former
Salvation Army building, and create a public space on Grand River that could be used for concerts
and similar activities. 6 Tr 1045, 1085-1086. DTE Electric did not make a persuasive case that
these are the type of costs that should be borne by ratepayers.

6. Customer 360

DTE Electric provided testimony indicating that its critical customer information systems have
reached the end of their useful lives, and have become inefficient and expensive to maintain.

These systems were implemented in 1994. 5 Tr 853. The company proposed a total of
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approximately $93 million in capital expenditures through the projected test year for the Customer
360 project, which will implement new hardware and software designed to replace the old
customer service system.

The Attorney General proposed that the utility be cautioned that future cost overruns in this
category may not be allowed. The ALJ found it unnecessary to caution DTE Electric that its
future expenditures must be reasonable and prudent, but recommended that the Commission
require the utility to provide periodic reporting to the Staff regarding the project’s costs and the
progress of its implementation.

No party filed exceptions, and the Commission adopts the findings and recommendations of
the ALJ. Within six months of the date of this order, DTE Electric shall file its first report on the
project costs and the progress of implementation in this docket, and shall update that report every
six months thereafter until the Customer 360 project is complete.

7. Advanced Metering Infrastructure

Robert E. Sitkauskas, General Manager of the Advance Metering Infrastructure Group at DTE
Electric, testified that AMI installations are more than 50% complete and the company expects to
be finished by 2017. DTE Electric requested that it be relieved of the obligation to present any
further cost/benefit analyses to support the program.

The Staff recommended that approximately $1.5 million in projected AMI capital
expenditures be excluded on grounds that they are contingency expenditures.

The Attorney General argued that the Commission should defer recovery of depreciation
expense for any AMI investment in rate base until all of the benefits of the program are realized,

based upon an approach taken by the Maryland Public Service Commission.
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Mr. Sheldon requested that the Commission exclude AMI costs from rate base and revenue
requirements; or, in the alternative, condition the continued allowance of these costs on
implementation of an opt out program that is acceptable to customers.

The RCG objected to the use of a 30-year useful life for AMI hardware and software, and took
issue with $49.4 million projected for the cost item “Contingency, Corporate Overheads, Other.”
The RCG also argued that the utility’s cost/benefit analysis is unreliable.

The ALJ found that the proposed AMI costs should be included in rates, with the exception of
the $1.5 million in contingency costs identified by the Staff. The ALJ noted that the Commission
has evaluated the AMI program in numerous orders, and found that no party has identified any
material changes in the costs or benefits such as to alter the Commission’s prior rulings. She
further noted that the Commission has previously rejected the Attorney General’s request to defer
these costs, observing that the Commission put ratepayer protections in place in the October 20
order. The ALJ recommended rejecting the RCG’s criticisms, finding that the RCG had ignored
the prior cases in which the elements and the structure of the cost/benefit analysis had been
reviewed and approved by the Commission and the parties. The ALJ found that the utility should
continue to provide cost/benefit analyses while the AMI program continues to be implemented.

In exceptions, DTE Electric argues that the ALJ erred in excluding the contingency costs. The
company contends that the contingency costs will cover hardware, staff, and IT components, “each
of which are areas with potential for cost overruns or unanticipated challenges to the
implementation of the project.” DTE Electric’s exceptions, p. 33. The company asserts that its
risk management team recommended the use of a 2% multiplier for all hardware and installation

costs on a yearly basis as contingency costs.
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In exceptions, the RCG and Mr. Sheldon object to authorization of the AMI program and
allowance of the costs in rate base. In his exceptions, Mr. Sheldon argues that no party showed
that the “issues of health and privacy do not, in fact, outweigh the alleged benefits of the program
to utility customers,” and there is no rational basis for funding the program. Mr. Sheldon’s
exceptions, p. 1. The RCG contends that “there has been no meaningful review of the
reasonableness and prudence of this massive investment, and premature replacement of existing
infrastructure and meters.” RCG’s exceptions, p. 2. The RCG argues that DTE Electric’s
cost/benefit analysis is not reliable because it does not compare the AMI program to the use of the
equivalent investment in energy efficiency, customer education, strengthened building codes,
renewable energy, or improved distribution; nor does it evaluate the benefit of delaying
implementation or waiting for better technology. The RCG supports the Attorney General’s
proposals to stop the AMI program or to make adjustments to depreciation.

In exceptions, the Attorney General argues in favor of deferred recovery of the depreciation
expense until the projected cost savings and other financial benefits exceed program costs, citing
the example of Baltimore Gas and Electric which established a regulatory asset to defer recovery
of AMI costs until the utility delivers a cost effective program. The Attorney General urges the
Commission to reject the ALJ’s assumption that the AMI program is reasonable.

In reply, the Staff continues to argue in favor of the exclusion of contingency amounts,
because it is not reasonable for the utility to earn depreciation and a return on costs that may not be
incurred. The Staff also urges the Commission to continue to require cost/benefit analyses until
installation is completed.

In his reply, Mr. Meltzer contends that continued funding of the AMI program should be

contingent upon DTE Electric “modifying its corporate policies and behavior in order to
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accommodate customers who choose to decline installation of an AMI meter on their residence.”
Mr. Meltzer’s replies to exceptions, p. 2.

In its reply, the RCG states that it supports the positions taken by the Attorney General and
other individual intervenors to suspend the program or to change the depreciation treatment. The
RCG contends that DTE Electric’s large rate request is mostly a result of the cost of the AMI
program. The RCG maintains that the cost/benefit study was self-serving and subjective, and has
no nexus to the cost of service formula used for ratemaking. The RCG asserts that the cost/benefit
analysis should have included consideration of alternative strategies such as phasing in AMI more
slowly, or investing in renewable energy and energy efficiency instead. The RCG urges the
Commission to exclude from rate base the remaining amount associated with meter scrapping, or
give it the alternative depreciation treatment proposed by the Attorney General.

In its reply, DTE Electric alleges that the RCG filed comments that were not proper
exceptions and lacked any reference to the evidence or the law. DTE Electric refers the
Commission to the prior Commission and appellate court cases in which its AMI program has
been upheld; and argues that the RCG re-asserts arguments that have been rejected, and repeats
arguments that do not pertain to the instant case.

The Commission adopts the findings and recommendations of the ALJ. The approximately
$51 million sought for this capital expenditure category is demonstrably not the major driver of the
utility’s claimed revenue deficiency. As the ALJ relates, the Commission has thoroughly vetted
the underlying benefit/cost analyses, and the AMI program itself, and will not revisit those issues.
See, December 23, 2008 order in Case No. U-15244; November 4, 2010 order in Case No.
U-16191; October 17, 2013 order in Case No. U-15768; and October 20, 2011 and November 6,

2014 orders in Case No. U-16472. The AMI program is correctly characterized as a grid
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modernization program that cannot be replaced by renewable energy or energy efficiency
measures. The Commission finds that no party provided evidence showing that conditions have
changed such that the current rate base and depreciation treatment of these expenses should be
changed. DTE Electric shall continue to provide benefit/cost analyses as long as the program is
still in the implementation phase. The Commission approves DTE Electric’s proposed test year
expenditure of $50.914 million for this cost category, minus the $1.5 million in contingency
expenses identified by the Staff, for the reasons previously stated, supra, p. 18.

8. Interruptible Air Conditioning

While agreeing with the expenditures that DTE Electric proposed for upgrading the
interruptible air conditioning (IAC) program, the Staff recommended that DTE Electric upgrade
the program to include intelligent communicating thermostats (ICTs). The utility did not object to
the recommendation, and the ALJ found that there was no dispute. The ALJ recommended that
the Commission encourage the utility to keep the Staff informed of its ongoing efforts to evaluate
ICTs and other options.

In its exceptions, the Staff indicates that it is not sure whether a dispute remains over this
issue, stating that there is no dispute if DTE Electric is agreeing to incorporate ICTs into its IAC
programs as current switches fail. The Staff contends that the $7.5 million spent on the IAC
program over the test year should include this transition to ICTs.

In reply, DTE Electric states that it will use the requested $7.5 million to replace the existing
one-way IAC switches with two-way zigbee switches, because this will stabilize the existing IAC
program. DTE Electric states that it supports ICT technology “in conjunction with Dynamic Peak
Pricing as a customer option for new programs moving forward,” but argues that replacing the

one-way switches with ICTs is not cost effective. DTE Electric’s replies to exceptions, p. 13.
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The Commission finds that it is appropriate to include the requested $7.5 million in capital
expenditures to upgrade the switches and keep the existing IAC program going, while new
technologies continue to evolve.

9. Construction Work in Progress

Wal-Mart objected to DTE Electric’s request to include construction work in progress (CWIP)
in rate base, arguing that CWIP should not be included in rate base because the assets have not yet
been deemed used and useful. The ALJ recommended that the Commission reject Wal-Mart’s
proposal, finding that the Commission has long allowed utilities to include CWIP in rate base,
going back to the May 10, 1976 order in Case No. U-4771, along with an allowance for funds used
during construction (AFUDC) offset for longer term projects. The ALJ recommended that the
Commission retain the traditional treatment of CWIP.

No party filed exceptions, and the Commission adopts the findings and recommendations of
the ALJ.

B. Working Capital

1. Combined Operating License Application

Ms. Dimitry testified that DTE Electric is proposing to recover deferred COLA costs
associated with obtaining a license for a possible Fermi 3 nuclear power plant of $101.9 million
over a 20-year amortization period. The amortized portion of this expense is included in projected
test year expenditures. The license was granted on May 15, 2015. Ms. Dimitry testified that DTE
Electric has not decided whether to construct the plant, and may try to sell the license. She further
testified that, in the meantime, the license is an asset that is transferable or may be held

indefinitely and the utility should be allowed to earn a return on it.
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The Attorney General objected to the amortization of any of these deferred costs on grounds
that amortization would be premature.

The Staff supported DTE Electric’s pursuit of the license and did not recommend any
adjustments to the filed expenditure level, but proposed a 10-year amortization, with the
unamortized balance to be excluded from rate base until the utility decides whether to proceed
with construction. The Staff noted that in the October 20 order the Commission found that the
license was not yet used and useful, and thus the unamortized balance should not be included in
rate base. The Staff argued that this treatment would be consistent with the Commission’s prior
actions with regard to a cancelled nuclear project.

MEC/NRDC/SC also argued that the Commission should deny the request to recover the
COLA costs in rate base because the license alone is not used and useful, and the company has
made no decision on whether to build the plant. MEC/NRDC/SC argued that DTE Electric has the
option to recover these funds through the certificate of need (CON) process. MCL 460.6s.

The ALJ recommended that the Commission reject the utility’s request for current
amortization and rate base treatment of these expenses, finding that the utility had not even
provided a timeframe within which it would make a construction decision. The ALJ found that the
Commission has already determined that further recovery of these costs is premature, citing to the
October 20 order, pp. 71-72, where the Commission disallowed $6.7 million in COLA costs until
the plant could be considered used and useful. She noted that the Commission cautioned DTE
Electric that the inclusion of some COLA costs previously in working capital was not “an
invitation to continue to project costs and make expenditures in large amounts without making

progress toward constructing or deciding to construct a new plant.” Id. The ALJ found it
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appropriate to retain the traditional ratemaking approach and defer recovery until the utility builds
the plant, unless DTE Electric chooses to use the CON process.

In exceptions, DTE Electric argues that the Commission should authorize it to include
deferred and projected COLA expenditures in its working capital for the test period. DTE Electric
notes that the Staff supported the company’s continued pursuit of the license, and that the Staff
found that the line items in the COLA spending are reasonable and prudent. 8 Tr 2126-2127. The
company argues that the ALJ misread the Commission’s prior decisions, noting that the
Commission has approved these expenditures for inclusion in working capital in three cases. See,
the December 23, 2008 order in Case No. U-15244, p. 10; January 11, 2010 order in Case
No. U-15768, p. 16; and October 20 order, p. 72. DTE Electric again points out that the license is
transferable, and may be maintained indefinitely. The company further argues that the situation is
not analogous to a cancelled nuclear project, because the license continues to be a valuable asset.

In its exceptions, the Staff agrees with the ALJ’s recommendation, but argues that, if the
Commission chooses to allow the utility to recover these costs, it should adopt the 10-year
amortization proposed by the Staff and defer rate base treatment until a decision on construction is
made.

In reply, MEC/NRDC/SC argue that the costs should be deferred, as the ALJ recommended,
because that comports with the traditional ratemaking approach. These intervenors also argue that
the situation involving whether a portion of the investment in an abandoned project can be
recovered is not analogous. MEC/NRDC/SC contend that the license provides no benefits today
(though it might someday) and is simply a speculative investment.

In his reply, the Attorney General urges the Commission to agree with the ALJ.
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In its reply to the Staff, DTE Electric reiterates that a cancelled nuclear project is not
analogous to this situation and continues to argue for its proposal.

The Commission agrees with the ALJ and finds that the COLA costs should continue to be
deferred. DTE Electric has provided no evidence showing that conditions have changed such that
the Commission should alter its decision in the October 20 order to disallow additional costs until
the plant could be considered used and useful. Having obtained the license, the company should
not be incurring much in the way of additional costs until a decision regarding construction has
been made. The Commission has been given no timeframe for the making of that decision. When
it is made, this issue will be revisited.

2. Non-qualified Benefits

DTE Electric states that it has four employee benefit programs that are considered non-
qualifying under Internal Revenue Code Sections 401(a) or 415(b): the supplemental retirement
plan (SRP), the executive supplemental retirement plan (ESRP), the supplemental savings plan
(SSP), and the (discontinued) deferred compensation plan (DCP). The utility seeks to include
amounts associated with these four programs in both working capital and O&M. DTE Electric
indicates that amounts attributable to incentive compensation have been removed from these
expense projections. PFD, p. 122, note 241.

The Staff objected to providing rate recovery for the SRP and ESRP, citing the Commission’s
prior decisions rejecting these cost categories in Case Nos. U-15244 and U-15768. The Staff
states that for these two programs, DTE Electric indicated that it projects $6.2 million in O&M
expense, and $50.6 million total liability in working capital.

The ALJ found that the Commission has consistently excluded the SRP expenses (previously

referred to as the SERP) and ESRP expenses from rates. December 23, 2008 order in Case
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No. U-15244, p. 35; and October 20 order, pp. 66-67. On the other hand, the ALJ noted that the
Commission has allowed DTE Electric to recover expenses associated with the SSP, based on the
recommendation of the Staff. December 23, 2008 order in Case No. U-15244, p. 34. The ALJ
recommended that the proposed expenses associated with the SSP and DCP be allowed in working
capital, and that the Commission adopt the Staff’s recommendation for exclusion of the SRP and
ESRP from working capital.

In exceptions, DTE Electric acknowledges that the Commission has previously denied
recovery of SRP and ESRP costs, and that the benefits provided under the ESRP are available to
only a select group of employees. But, the utility argues, the SRP is different because it provides
the same benefits as are provided to all other participants in the company’s pension plans, thus
there are no incremental costs. DTE Electric argues that the Commission should not rely on its
prior orders, because there is no evidence on this record that these plans in any way encourage
improved financial performance; rather, they are merely pension plans. In the case of the SRP, the
company contends that it provides benefits identical to the pension benefits offered in the qualified
pension plans. 6 Tr 1299, 1304. Finally, the company avers that its executive compensation is
14% less than the midpoint of its peer companies.

In reply, the Attorney General contends that DTE Electric is trying to chip away at the
Commission’s prior decisions, and urges the Commission to adopt the Staff’s adjustments to the
SRP and ESRP programs in accordance with the Commission’s prior treatment of these expenses.
The Attorney General states that the Commission has been very consistent in disallowing recovery
of these costs, and asserts that the company made no attempt to show how non-qualified benefit

plans directly benefit customers.
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The Commission agrees with the ALJ and finds that, while the SSP and DCP expenses are
appropriate for inclusion, the SRP and ESRP expense categories must be rejected. They are
identical to the expense categories rejected in 2008 and 2011, and the Commission is unpersuaded
that circumstances have changed such that it should deviate from the existing treatment of these
categories.

3. Other Post-Employment Benefits

DTE Electric projected a negative OPEB expense of $46.1 million for the projected test year,
and the Staff agreed with the utility. Brian Welke, Auditor in the Financial Analysis and Audit
Division of the Commission, testified that the regulatory liability should accrue annually by the
same amount until adjusted in DTE Electric’s next rate case, and should be included in working
capital.

The Attorney General opposed this proposal, arguing that without deferral treatment this
amount would decrease the test year revenue requirement, and the negative OPEB cost should be
reflected as an offset to O&M expenses.

The ALJ found DTE Electric’s proposal to be reasonable and recommended that the
Commission grant the deferral as proposed by the company and supported by the Staff.

In exceptions, the Staff states that it agrees with the company that the deferred OPEB expense
should be the net expense, and not the $53.6 million initially identified.

In his exceptions, the Attorney General contends that the utility should not be allowed to defer
$53.6 million in negative OPEB expense that could otherwise be used to reduce the current
requested rate increase, and argues that this treatment is contrary to the treatment proposed by the

Staff in Case No. U-17735 (Consumers Energy Company’s most recent rate case).
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In reply, DTE Electric avers that the Attorney General failed to cite to any legal or record
authority for his proposal. The company claims that customers have already received a benefit
from OPEB savings because those savings helped to delay the filing of this rate case. The
company also maintains that the savings are temporary, and that a rate reduction should not be
premised on a temporary credit.

The Commission agrees with the ALJ and the Staff and accepts the company’s proposal for
this cost category. The company is correct that the savings are temporary, and the Commission
adopts DTE Electric’s proposed OPEB expense.

In summary, the Commission finds that the following adjustments should be made to the
company’s updated case: (1) remove the $4.1 million environmental, $1.5 million AMI, and $6.5
million nuclear related contingency costs; (2) remove the requested $45 million of EVMP for
capitalization treatment; (3) remove all expense associated with the NRI from 2012 through the
test year; (4) remove COLA costs; and (5) adjust the cost of new generation to $72.9 million (from

$110 million). This results in a rate base for the test period of $13,431,968,000.

IV. CAPITAL STRUCTURE AND RATE OF RETURN

DTE Electric requested a capital structure comprised of 50% equity and 50% debt for the test
year, an ROE of 10.75%, and an overall rate of return of 5.87%. The Staff recommended the same
capital structure, with an ROE of 10%, and an overall rate of return of 5.58%. The Attorney
General recommended a capital structure of 48% equity and 52% debt, with an ROE of 9.75%,
and an overall rate of return of 5.53%. ABATE recommended an ROE of 9.5%.

A. Capital Structure

DTE Electric, the Staff, and Kroger agreed to a 50/50 capital structure. DTE Electric provided

evidence showing that, while a 51% debt ratio was used in its last electric rate case, the company’s
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debt ratio as of December 31, 2013 was 50%. The Attorney General proposed a 52% debt 48%
equity ratio. DTE Electric countered that the company needs a capital structure with a strong
equity ratio, in order to offset other risk and maintain access to capital at the lowest possible cost.

The ALJ agreed with the company and the Staff, and recommended that the Commission
adopt the 50/50 debt to equity ratio as well as the undisputed capital structure balances proposed
by the utility.

No party filed exceptions, and the Commission adopts the findings and recommendations of
the ALJ.

B. Debt Cost

DTE Electric and the Staff agreed upon a long-term debt cost of 4.56% and a short-term debt
cost of 1.434%, and the ALJ recommended their adoption. No party filed exceptions, and the
Commission adopts the recommendation of the ALJ for long and short-term debt cost rates.

C. Return on Equity

The criteria for establishing a fair rate of return for public utilities is rooted in the language of
the landmark United States Supreme Court cases Bluefield Waterworks & Improvement Co v
Public Service Comm of West Virginia, 262 US 679; 43 S Ct 675; 67 L Ed 1176 (1923) and
Federal Power Comm v Hope Natural Gas Co, 320 US 591; 64 S Ct 281; 88 L Ed 333 (1944).
The Supreme Court has made clear that, in establishing a fair rate of return, consideration should
be given to both investors and customers. The rate of return should not be so high as to place an
unnecessary burden on ratepayers, yet should be high enough to ensure investor confidence in the
financial soundness of the enterprise. Nevertheless, the determination of what is fair or
reasonable, “is not subject to mathematical computation with scientific exactitude but depends

upon a comprehensive examination of all factors involved, having in mind the objective sought to
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be attained in its use.” Township of Meridian v City of East Lansing, 342 Mich 734, 749; 71
NW2d 234 (1955). With these principles in mind, the Commission turns to the factors that form
the basis for determining the rate of return for DTE Electric.

Four parties sponsored witnesses and submitted exhibits regarding ROE, and Wal-Mart
presented a position. DTE Electric’s cost of capital witness was Dr. Michael J. Vilbert, a Principle
with The Brattle Group. Harshleen Sandhu, a Financial Analyst in the Financial Analysis and
Audit Division of the Commission, presented the Staff’s case. Sebastian Coppola testified on
behalf of the Attorney General. Christopher C. Walters, a public utility consultant, testified on
behalf of ABATE.

DTE Electric’s currently applicable ROE was established in 2011 in Case No. U-16472 at
10.5%. The suggested ROEs presented by the witnesses in this case range from a low of 9.5%
(ABATE) to a high of 10.75% (DTE Electric). The Attorney General proposed 9.75%, and the
Staff supported 10.0%. The ALJ recommended an ROE of 10.0%.

DTE Electric

Dr. Vilbert testified in favor of an ROE of 10.75%. While his recommended range is 9.5% to
10.8%, he chose an ROE in the upper range because he states that DTE Electric has greater than
average risk and the Michigan economic environment is challenging. Dr. Vilbert selected a proxy
sample of 28 regulated electric utility companies. 7 Tr 1462-1465. To these he applied the
Discounted Cash Flow (DCF) approach, the Capital Asset Pricing Model (CAPM), and the
Empirical CAPM (ECAPM). He then combined the ROE estimates gleaned from these models
with the market value capital structure information and costs of debt and preferred stock for each
sample company to compute each company’s overall cost of capital or what he called its after-tax

weighted-average cost of capital (ATWACC). 7 Tr 1431-1432. DTE Electric states:
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This resulted in a sample average ATWACC for each cost of equity estimation method.
He reported the cost of equity consistent with the sample’s average estimated ATWACC as
if the sample’s average market-value capital structure had a 50% equity ratio, which is
consistent with DTE Electric’s requested capital structure in this case. The best estimate
for the range for the cost of equity for an electric company of average business risk and a
capital structure with a 50 percent equity ratio is 9.5% to 10.8%; however, DTE Electric
has a higher risk than the average company in the electric sample because of economic
conditions, as well as Company-specific reasons. Thus, Dr. Vilbert’s recommended ROE
of 10.75% is based on the financial risk inherent in a 50% equity ratio for DTE Electric,
the sample ATWACC estimates, and the relative risk of DTE Electric compared to the
sample (7 T 1434, 1456-57, 1468-71, 1487).
DTE Electric’s initial brief, pp. 25-26. The utility argued that “The ATWACC is commonly
referred to as the weighted-average cost of capital (“WACC?”) in financial textbooks, and is a
fundamental method used by financial economists to measure the cost of capital. The ATWACC
is important because it allows an “apples to apples’ comparison between the sample companies’
cost of capital estimates and the cost of capital for DTE Electric by eliminating differences in
financial risk due to differences in capital structure.” Id., p. 25, note 39.

In the CAPM analysis, Dr. Vilbert used the 3.4% yield on 10-year U.S. Treasury bonds
forecasted to be in effect in September 2015 adjusted upward by 33 basis points as the risk-free
interest rate. 7 Tr 1473. He also used market risk premiums (MRPs) of 6.5% and 7.5%.

Dr. Vilbert’s CAPM analyses produced ROE estimates of 9.4% to 9.9%. His ECAPM
analyses produced ROE estimates of 9.5% to 10.1% at a 0.5% sensitivity, and 9.8% to 10.4% at a
1.5% sensitivity. 7 Tr 1481-1482. He testified that the most reliable indicator is the second
ECAPM scenario. His analysis using the DCF model produced ROE estimates of 10.8% for the
single-stage model and 9.6% for the multi-stage model. 7 Tr 1485-1486.

Dr. Vilbert testified that investor confidence remains low and economic conditions have

recently weakened, and there is an increase in the cost of capital for all risky investments. 7 Tr

1456-1457, 1508-1509. He stated that southeastern Michigan has a weak economy, and that DTE
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Electric has an asymmetrical risk because it owns a nuclear power plant, resulting in a higher than
average risk relative to the companies in his proxy group. 7 Tr 1470.
The Staff

The Staff recommended an ROE of 10.00%, the midpoint of its calculated range of 9.75% to
10.25%. 8 Tr 2008. Ms. Sandhu testified that she selected a proxy group of 10 companies, to
which she applied the DCF, CAPM and risk premium approaches. 8 Tr 2011-2012. For the DCF
analysis she applied an adjusted model known as the semi-annual compounding model. The Staff
also averaged the book value growth rate and EPS growth rates from three different sources, in
order to remove bias. This resulted in an ROE range of 7.51% to 10.25%. 8 Tr 2017. For the
CAPM analysis, she looked at the 1958-2010 time period. The Staff noted that the Commission
approved the use of this time period in the November 4, 2010 order in Case No. U-16191, pp. 25-
27. For the proxy group, this resulted in an ROE range of 7.29% to 8.39%. 8 Tr 2020. The risk
premium analysis yielded an ROE range from 7.71% for A-rated bonds, to 8.06% for BBB-rated
bonds. 8 Tr 2020-2021. Ms. Sandhu observed that DTE Electric’s credit ratings reflect that the
utility is less risky than the proxy group as a whole. 8 Tr 2012.

The Attorney General

Mr. Coppola testified in favor of an ROE of 9.75%. 9 Tr 2339. Mr. Coppola applied the
DCF, CAPM, and risk premium analyses, as well as considering current capital markets and any
changes to the risk profile of DTE Energy. Mr. Coppola worked with the proxy group used by
DTE Electric, but excluded DTE Energy from the proxy group, as well as seven other companies
that, he testified, have market capitalization levels that are too low to be useful. The result of the
DCF analysis yielded an ROE estimate of 8.44% for the proxy group. His result for the CAPM

analysis is an ROE of 9.11%. His risk premium analysis yielded an ROE of 9.7%. Mr. Coppola
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calculated a weighted ROE from the three methods using a 50% weight for the DCF analysis, and
25% for the other two, based on his belief that the DCF approach is more reliable than the CAPM
and risk premium approaches. 9 Tr 2339-2354. Mr. Coppola opined that the ATWACC approach
IS an uncommon one.

Mr. Coppola testified that average ROESs approved by state regulatory commissions have
steadily declined, from over 12.7% in 1990, to less than 10% for 2014, to 9.66% for the first
quarter of 2015. Exhibits AG-18, AG-14.

ABATE

Mr. Walters testified in favor of an ROE of 9.5%. 9 Tr 2437. Mr. Walters undertook an
analysis of state regulatory commissions (other than Virginia, which he excluded because that state
uses ROE adders based upon the type of installation). He testified that this analysis shows that the
average ROE was 10.34% for 2010; 9.8% for 2013; 9.76% for 2014; and 9.67% for the first
quarter of 2015. 9 Tr 2420. He opined that DTE Electric’s request is substantially overstated.

Mr. Walters stated that Standard & Poor’s (S&P), Fitch Ratings Inc., and Moody’s Investors
Service, Inc. (Moody’s), have issued reports finding that the utility industry is stable. 9 Tr 2422-
2423.

Mr. Walters testified that, since the time of DTE Electric’s last rate case, the yield on A-rated
utility bonds has decreased by 84 basis points, and the yield on Baa-rated utility bonds has
decreased by 69 basis points. 9 Tr 2420. Mr. Walters further testified that the bond ratings for
DTE Electric from S&P and Moody’s are both two notches higher than the average bond rating
assigned to the proxy group companies used by Dr. Vilbert. 9 Tr 2426. He opined that this

indicates that DTE Electric has a lower overall investment risk compared to the proxy group. He
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also testified that industry analyses describe a favorable regulatory environment in Michigan,
offering low operational risk. 9 Tr 2426-2427.

Mr. Walters testified that the ATWACC increase proposed by Dr. Vilbert is devoid of merit.

9 Tr 2430-2434. He opined that the ATWACC approach: (1) does not produce clear and
transparent objectives for management to use; (2) produces an overall rate of return which will
change based on both changes to market value capital structure weights and based on changes to
market capital costs; and (3) unnecessarily increases rates to produce an excessive ROE. 9 Tr
2433-2434. Mr. Walters stated that several other jurisdictions have rejected use of the ATWACC
method, including California, Arizona, Ohio, and Wisconsin. He concluded that, after excluding
the ATWACC adjustment, DTE Electric’s ROE estimates fall in the range of 9.3% to 9.7%, which
IS consistent with other commissions throughout the United States. 9 Tr 2437.

Mr. Walters also opined that the Staff’s recommended ROE of 10% is excessive. He testified
that the Staff failed to accurately measure the average authorized returns for the 2013-2014 time
period, and used stale data in analyzing the proxy group, which skewed the results higher, because
more recent data reflects declining average ROEs.

Wal-Mart

Wal-Mart contended that DTE Electric’s use of a future test year reduces regulatory lag for the
utility, as does its request to include CWIP in rate base. Wal-Mart noted the national trend toward
declining ROEs, and the fact that the economy has improved since 2011 when DTE Electric’s
ROE was last set. Wal-Mart contended that an ROE around 9.8% would be reasonable.

Proposal for Decision

Beginning with an analysis of the proxy groups, the ALJ found that the Staff’s approach,

which included defining an upper and lower size boundary for net plant ($5 billion to $25 billion
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and exclusion of DTE Energy), provided a proxy group more comparable to DTE Electric in size
than either Dr. Vilbert’s or Mr. Coppola’s proxy groups. That said, the ALJ did not recommend
rejection of any of the modeling results, noting that the “comparability of the proxy groups to
DTEE can be taken into account in evaluating the model results.” PFD, p. 165. Noting that there
is no single formula for setting an appropriate return, the ALJ also recommended rejecting various
objections made by Dr. Vilbert to the Staff’s and the Attorney General’s assumptions in the DCF
model regarding growth rates, including the fact that the Staff and the Attorney General used
annualized dividend yields and growth rates rather than quarterly, the Staff’s reliance on multiple
sources of information regarding growth rate estimates, and the Attorney General’s exclusion of
the highest and lowest growth rate estimates. The ALJ found each of these inputs to be reasonable
uses of the available information.

ABATE objected to Dr. Vilbert’s reliance on the ECAPM model and his use of adjusted betas
in that model. The ALJ agreed with ABATE and found that Dr. Vilbert had failed to justify his
use of the ECAPM model with adjusted betas. The ALJ noted that Dr. Vilbert acknowledged that
adjusted betas are based on empirical observations which are forward looking, whereas the
ECAPM is backward looking. PFD, p. 168-169. She found that the empirical adjustments are not
supported by theory and that Dr. Vilbert had not cited any peer-reviewed published paper
concluding that adjusted betas should be used in an ECAPM model. The ALJ recommended that
the Commission place no reliance on the ECAPM results.

DTE Electric challenged the Staff’s use of Ibbotson data for the time period 1958 forward,
maintaining that the Staff’s ROE analysis was biased because the Staff did not use data dating
back to 1926. The ALJ recommended rejecting this criticism, finding that use of the Ibbotson risk

premium data for the time period 1958 forward “has been thoroughly vetted by the Commission
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and used consistently by Staff, so that no further adjustment as called for by DTEE is appropriate,”
citing Case Nos. U-16191, U-10755, U-7298, and U-6923. PFD, p. 172.

ABATE and the Attorney General objected to the ATWACC adjustment, arguing that it
simply reflects the high market value of utility stock relative to book value, and results in an
inflated ROE. They contended that the ATWACC adjustment conflicts with the utility’s efforts to
maintain a particular capital structure and to control costs. The ALJ agreed with ABATE and the
Attorney General, and recommended that the Commission reject the results produced by the
ATWACC adjustment. The ALJ found that Mr. Coppola showed that market value equity ratios
have increased significantly over the last six years, and no party refuted this testimony. She was
also persuaded by Mr. Walter’s testimony indicating that company and Commission efforts to
maintain a balanced capital structure are eroded by this adjustment. The ALJ further found that
Dr. Vilbert never addressed the basis for his debt cost assumptions, which will affect the resulting
ROE using the ATWACC adjustment. The ALJ could find no reason why DTE Electric should
have a market cost of debt assigned, for purposes of this adjustment, that is higher than the proxy
group average. PFD, p. 178. The ALJ further found that Dr. Vilbert’s embrace of the ATWACC
adjustment actually constituted a rejection of the proxy group approach, where he testified that
unless the company “has exactly the same capital structure as the average of a statistically large
sample,” an average will not produce an accurate cost of equity. 7 Tr 1536. The ALJ stated that
the ATWACC adjustment has not been adopted by regulatory commissions in the U.S., and
recommended that the Commission reject its use.

Finally, the ALJ examined ABATE and Wal-Mart’s arguments that Dr. Vilbert’s estimation of
the risk associated with DTE Electric is inflated. Dr. Vilbert identified sources of risk, which

include the lack of a decoupling mechanism, the Michigan and Detroit economies, the choice
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program, capital spending needed for environmental compliance and new generation, and the fact
that the utility operates a nuclear plant. DTE Electric contended that these factors render its
business more risky than that of the proxy companies.

The ALJ agreed with the intervenors, finding that DTE Electric is not more risky than the
proxy group companies. The ALJ noted that DTE Electric’s bond ratings for secured and
unsecured debt are consistent with or better than the proxy groups average, and that DTE Energy’s
stock has an adjusted beta of .75, which is the sample average for Dr. Vilbert’s proxy group. She
further noted that S&P characterized DTE Electric as lower risk than DTE Energy. The ALJ
found that DTE Electric had not refuted evidence showing that nuclear generation and the lack of a
decoupling mechanism do not increase the cost of capital. She further found that DTE Electric’s
book value capital structure is better than the proxy group average.

In sum, the ALJ recommended that the Commission reject the ECAPM and ATWACC
adjustments, as well as the assertion that DTE Electric is riskier than the proxy group companies.

The ALJ also found that Ms. Sandhu, Mr. Coppola, and Mr. Walters provided credible
evidence showing that, nationally, average authorized ROEs are at or below 10.0%. The ALJ
recommended that the Commission adopt the Staff’s proposed ROE of 10.0% as “reasonable and
consistent with principles of gradualism and the Commission’s previously stated concerns to
ensure that DTEE has continued access to capital given the significant capital expenditures facing
the company.” PFD, pp. 192-193.

Exceptions and Replies

In exceptions, ABATE objects to the ALJ’s recommended ROE as excessive. By citing to
principles of gradualism, ABATE argues, the ALJ acknowledged that 10.0% is not supported by

the modeling. Further, ABATE asserts that the ALJ failed to articulate a basis for the need for
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gradualism, particularly in light of the fact that DTE Electric “has earned actual ROEs of at least
50 basis points in excess of its authorized ROEs since 2012.” ABATE’s exceptions, p. 2, and p. 6,
note 14.

ABATE refers to the unrebutted testimony of Mr. Walters showing that average ROEs are
declining nationally and are at least 15 basis points below the Staff’s claimed average. ABATE
contends that the Staff did not take the first quarter of 2015 into account and included stale data,
including observations from 2009 and 2010. ABATE maintains that stale data will skew the
average lower because ROEs have been steadily declining. ABATE argues that the ALJ’s chart is
at best confusing, and that she relied extensively on the evidence provided by Mr. Walters, but
then invoked “gradualism” to adopt an excessive ROE.

In its exceptions, DTE Electric contends that its ROE should be set at 10.75% because it has
greater than average risk. The company claims that the ALJ erred in rejecting use of the
ATWACC, because she failed to recognize that capital structure affects financial risk, which in
turn affects the estimated cost of equity. The company contends that the ATWACC adjustment
allows for an apples-to-apples comparison.

With regard to the historic market risk premium used in the CAPM analysis, DTE Electric
notes that the Commission has acknowledged that there is more than one acceptable way to
calculate the historical risk premium, and argues that the issue is really a question of weight. With
respect to the ECAPM analysis, the company contends that the ALJ’s rejection of the adjusted
betas amounts to disregarding observed reality. The company objects to what it considers the
ALJ’s failure to articulate what she considered unrealistic, while rejecting the empirical results.
With regard to the DCF analysis, the company continues to advocate removing the book value

growth rates from the Staff’s average. Finally, the company contends that its relatively high risk
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justifies a higher return, arguing that investors have been dramatically affected by the credit crisis.
DTE Electric maintains that investor confidence is low, and investor risk aversion is high. The
company also asserts that economic conditions have weakened since December 2014. The
company posits that, in 2010, the Commission recognized that economic conditions in DTE
Electric’s service territory were uncertain and the company’s risk environment was challenging.
See, January 11, 2010 order in Case No. U-15768, pp. 20-21. The company further asserts that
credit ratings are not intended to measure the risk of an equity investment, and should not be relied
upon to show a lack of risk. DTE Electric states:
In the current environment of low electric demand growth, DTE Electric’s lack of a
revenue decoupling mechanism or a fixed variable pricing policy places it at increased risk
of under-recovering its cost of service relative to some companies in Dr. Vilbert’s sample
that benefit from such mechanisms (7 T 1466). Moreover, and in addition to ongoing
uncertainty in the capital markets (7 T 1432-33, 1440-57), DTE Electric faces increased
risk of under-recovery due to Michigan’s economy, which is heavily dependent on the auto
industry. DTE Electric’s service territory is primarily in Southeastern Michigan including
Detroit, which has a weak economy (7 T 1467). DTE Electric also requires significant
capital expenditures to comply with environmental requirements, and has an asymmetrical
risk (downside risk with no corresponding upside) due to owning a nuclear power plant (7
T 1468-71). Therefore, DTE Electric has a higher-than-average business risk relative to
companies in Dr. Vilbert’s sample (7 T 1470).
DTE Electric’s exceptions, pp. 75-76 (note omitted).

In reply, the Staff argues that the company fails to back up its claim of greater than average
risk, pointing out that DTE Electric presented no evidence comparing the state economies where
the proxy group companies operate to Michigan, or the territories of proxy group utilities to DTE
Electric’s service territory. On the other hand, the Staff contends that it showed through a
comparison of credit ratings that, other things being equal, the rating agencies consider DTE
Electric as having a lower business risk than the proxy group companies.

With regard to the DCF analysis, the Staff contends that book value growth rates were just one

factor used in the Staff’s analysis, and that it is customary and practical to use earnings and
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dividend growth rates from Value Line as one factor in the growth component. The Staff further
maintains that reports by credit rating agencies should be taken into account, and argues that it
would be unreasonable not to review the company’s credit rating “in light of a proxy group of
similarly situated utilities.” Staff’s replies to exceptions, p. 24.

In its replies, ABATE reiterates that average ROEs are declining, and argues that the ALJ
correctly rejected the ATWACC adjustment, that DTE Electric failed to produce evidence
showing an empirical basis for the use of adjusted betas in the ECAPM analysis, and that the
utility’s risk profile is consistent with or lower than the risk profiles of the proxy group companies.
ABATE contends that DTE Electric has over-earned by at least 50 basis points from 2012 to 2014,
thus undercutting its own argument that the Michigan economy is weak.

In its replies to ABATE, DTE Electric contends that the regulatory compact requires that rates
reflect the cost of providing service plus a reasonable return, and that the ROE should be set at
10.75%. With respect to the allegation of over-earning, the company argues that past revenue
cannot be used to impose confiscatory rates in the future. DTE Electric’s replies to exceptions,

p. 21. The company argues that its ROE should not be set based on what other states are doing,
and repeats the rationales for its modeling inputs.

The Commission finds that an ROE of 10.3% will best achieve the goals of providing
appropriate compensation for risk, ensuring the financial soundness of the business, and
maintaining a strong ability to attract capital. With respect to the modeling results, the
Commission has considered the many criticisms leveled on both sides, but does not find it
necessary to reject any of the proffered data.

DTE Electric has an ambitious capital investment program, much of which is related to

environmental and generation expenditures that are unavoidable and are saddled with time
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requirements. The Commission observes that 10.3% is only slightly above the upper point of the
Staff’s recommended ROE range. Nationally, and in Michigan, ROEs have shown a steady
decline, and the Attorney General is correct that Michigan’s economy has stabilized; thus, the
Commission finds that it is appropriate to reduce DTE Electric’s ROE slightly. Unlike the 2010
order cited to by the company, economic conditions in DTE Electric’s service territory have
improved markedly, and access to credit is no longer an issue. For these reasons, and those cited
by the ALJ, the Commission finds that the risk associated with DTE Electric has also decreased,
and that an ROE of 10.3% appropriately reflects these changes.

D. Overall Rate of Return

The Commission adopts a 50/50 debt to equity capital structure, a long-term debt cost rate of

4.56%, an ROE of 10.3%, and an overall weighted cost of capital of 5.70%, as shown on the table

below:

Description Amount(000) Ratio Cost Rate Weighted Cost
Short-Term Debt $299,475 2.21% 1.43% 0.03%

Long-Term Debt 5,165,318 38.03% 4.56% 1.73%

Preferred Stock - 0.00% 0.00% 0.00%

Common Equity 5,164,758 38.03% 10.30% 3.92%

Deferred Fed Income Tax 2,926,181 21.55% 0.00% 0.00%
JDITC Debt 12,885 0.09% 1.43% 0.00%

JDITC Equity 12,885 0.09% 10.30% 0.01%

Total $13,581,502 100.00% 5.70%
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V. ADJUSTED NET OPERATING INCOME

A. Sales Forecast and Revenue Projection

DTE Electric’s proposed sales forecast anticipates an increase in sales of 0.4% through the
projected test year, and an increase in sales of about 0.3% annually through 2024. The Staff
provided its calculation of present and proposed revenue by rate schedule, and indicated that it
accepted DTE Electric’s revenue projections. The ALJ noted that no other party objected to, or
addressed, the company’s sales projections, and therefore recommended that the Commission
adopt DTE Electric’s proposed sales forecast.

No party filed exceptions on this issue, and the Commission adopts the findings and
recommendations of the ALJ.

B. Fuel, Purchase and Interchange Expense

DTE Electric’s witness, Kelly A. Holmes, Principal Financial Analyst — Regulatory
Economics, provided testimony regarding the company’s projected power supply expenses. She
stated that DTE Electric is not requesting that the Commission reset the PSCR base cost, but
instead that it retain the base factor of 33.39 mills per kilowatt-hour, including a loss factor of
6.8%, which was set by the Commission in Case No. U-15244. The Staff did not object, but
presented an adjusted element of the O&M expense to provide consistency with the base factor.
The ALJ recommended adopting DTE Electric’s projected power supply expenses.

No party filed exceptions on this issue, and the Commission adopts the findings and
recommendations of the ALJ.

C. Operations and Maintenance Expenses

DTE Electric projected $1.285 billion in O&M expenses for the 2015-2016 test year. The

following issues were contested by the parties.
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1. Inflation
In the PFD, the ALJ noted that for many expense categories, DTE Electric used “an inflation
rate to project costs from the historical test year to the projected test year, a 30-month adjustment,
based on an inflation forecast presented by DTE Electric’s witness, Mr. Leuker.” PFD, p. 195.
The Staff and the Attorney General presented reduced inflation estimates and expense projections
based on the company’s Competitive and Affordable Rates Strategy (CARS) program. The ALJ
stated:
In light of the existence of DTEE’s CARS program, Staff’s recommended
adjustment, and its abandonment of its initial inflation adjustment, this PFD is
organized so that Staff’s recommended CARS adjustment is discussed...below,
following a review of the specific disputed expense categories. In the intervening
sections, the presumption is that DTEE’s inflationary projections are acceptable,
subject to further adjustment, and Staff’s inflation adjustment will not be discussed
in the context of any of the specific categories. Likewise, Mr. Coppola’s and Mr.
Townsend’s objections that inflationary projections mask potential savings due to
efficiency or productivity and other potential cost reductions are considered as part
of the discussion regarding whether or to what extent a CARS-based adjustment is
appropriate.
Id., p. 198. The Commission addresses inflation in the CARS section below.
2. Steam Power Generation
According to DTE Electric, its steam power generation O&M expense is projected to be
$321,498,000. The following issues were addressed by the Staff and the Attorney General.
a. Limestone and Trona
DTE Electric proposed to include limestone and trona expenses in its current PSCR plan costs,
but included these same expenses in its projected O&M expenses in this case. In order to avoid
double-counting, the Staff removed these costs from the projected test year expenses in this case.

DTE Electric agreed, and no other party objected.

No party filed exceptions on this issue, and the Commission adopts the Staff’s adjustment.
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b. Other Generation Operations and Maintenance Expenses

DTE Electric proposed $169.7 million for maintenance costs at its steam generating units. The
Attorney General disagreed, stating that the 2014 actual expenses of $150.9 million were more
appropriate. The ALJ rejected the Attorney General’s proposed disallowance, asserting that DTE
Electric used both 2013 and 2014 actual expenses to arrive at its estimated costs.

No party filed exceptions on this issue, and the Commission adopts the findings and
recommendations of the ALJ.

3. East China Plant

In its O&M expense projections, DTE Electric included $1.1 million for maintenance at the
East China plant. When the Staff proposed that the capital expenditures for the plant should be
reduced to $68.2 million, DTE Electric agreed, but requested that $2.8 million be added for capital
maintenance costs. The only other party to address the East China plant O&M costs was the
Attorney General, and he opposed the O&M expense for the same reasons he objected to including
the East China plant capital costs in rate base.

The ALJ recommended that the Commission disallow the proposed expense because “it is not
clear that DTEE has purchased this plant or when that purchase will be effective.” PFD, p. 201.

For the same reasons in its exception set forth above, DTE Electric excepts to the ALJ’s
recommended disallowance of the East China plant O&M expenses. DTE Electric argues that “the
record fully supports and Staff agrees, to cost recovery of the East China capital and O&M costs,
subject to the adjustment of adding the $2.8 million of capital maintenance costs, on which Staff
was silent.” DTE Electric’s exceptions, p. 80.

The Staff filed general exceptions regarding the East China plant, requesting that the

Commission approve DTE Electric’s expenses for the plant.
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In its replies to exceptions, DTE Electric states that it agrees with the Staff and incorporates by
reference the discussion set forth in its exceptions.

The Staff explains in its replies to exceptions that it supports DTE Electric’s projected $1.1
million in O&M expenses for the East China plant, but opposes the company’s request for an
additional $2.8 million for capital maintenance costs. The Staff argues that, “There is scant
evidence supporting this request.” Staff’s replies to exceptions, p. 12.

Although the Attorney General does not specifically address in his replies the company’s
proposed $1.1 million O&M expense, he states generally that the “Commission must adopt the
ALJ’s recommendation regarding the East China Plant.” Attorney General’s replies to exceptions,
p. 4.

For the reasons set forth above in the New Generating Plants section of Rate Base, the
Commission approves DTE Electric’s $1.1 million in O&M expenses for the East China Plant, but
rejects the company’s proposed $2.8 million for capital maintenance costs. The Commission
agrees with the Staff that the additional $2.8 million for capital maintenance costs was not
sufficiently supported in the record.

4. Nuclear Power Generation

Wayne A. Colonnello, DTE Electric’s Director of Nuclear Support, testified that the company
projected $136.844 million in O&M expenses for Fermi 2. The Attorney General requested a $4.7
million reduction, asserting that 2013 actuals were higher than 2014, and that Mr. Colonnello’s
explanation for his upward adjustment was not credible. DTE Electric responded that the Attorney
General’s proposed disallowance is improper because it fails to consider “additional actual outage
expenses charged to other appropriate FERC [Federal Energy Regulatory Commission] accounts.”

DTE Electric’s reply brief, p. 55. The ALJ found that “Mr. Colonnello has satisfactorily explained
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the difference in 2013 and 2014 refueling expense amounts,” and that DTE Electric’s projected
O&M expenses for Fermi 2 were reasonable and prudent. PFD, p. 203.

No party filed exceptions on this issue, and the Commission adopts the findings and
recommendations of the ALJ.

5. Electric Distribution

a. Enhanced Vegetation Management Program

As discussed in the Rate Base section above, DTE Electric requested $45 million in capital
spending for its EVMP beginning in 2015, and continuing annually through 2025, for a total of
$450 million over 10 years. Instead of a capital expense, the Staff proposed that the Commission
treat DTE’s EVMP as an O&M expense, and reduce the expense to one-fourth, or $11.25 million,
because the plan lacked detail and DTE Electric failed to do a benefit-cost analysis. The Staff
asserted that the $11.25 million would sufficiently fund a pilot EVMP, and requested that the
Commission require data collection and reports to the Staff. If DTE Electric is able to demonstrate
satisfactory performance and value through the pilot program, the Staff stated that it would likely
support increased EVMP funding in future rate cases.

The Attorney General recommended that the Commission approve a $25 million disallowance
for vegetation management. He stated that DTE Electric’s proposed expense is nearly double that
approved in Case No. U-16472, and that “It is difficult to go along with a doubling of expenditures
on this program without a well defined plan and clear objectives to be achieved.” 9 Tr 2294.

In reply, DTE Electric stated that it is gaining experience daily with the EVMP and the
company “expects to see reductions in the length of time customers experience outages of up to
40%” and also expects “avoided annual restoration costs of up to $45 million by the time steady

state of the EVMP program is reached.” 4 Tr 397.

Page 60
U-17767



The ALJ agreed with the Staff that DTE Electric failed to provide sufficient evidentiary
support for the benefits versus the costs or results of the EVMP. She stated that the Staff’s
testimony was persuasive, demonstrating that:

the two examples cited by DTEE from 2008 and 2014 are not sufficient

justification for the proposed $45 million annual and $450 million ten-year

expenditure level. The 2014 example is too recent, and neither the 2008 nor the

2014 example was accompanied by any detail such as the length of the circuit, the

number of customers served by that circuit, the history of storms or the history of

other maintenance on that circuit.
PFD, p. 206. The ALJ observed that the presentation by Russell J. Pogats, DTE Electric’s
Director of Electrical Engineering in Distribution Operations, of Schedule X3 did not provide a
benefit-cost analysis, did not explain the basis for the proposed savings or SAIDI, and did not
compare the benefits of the EVMP to the benefits that would otherwise be obtained from DTE
Electric’s existing vegetation management program. The ALJ found the Staff’s proposal to
approve $11.25 million in EVMP O&M expense reasonable.

DTE Electric filed an exception, stating that it “explained and supported” its EVMP program,
and that its “proposed spending level is designed to improve reliability, since vegetation
management is the single largest driver of distribution system outages.” DTE Electric’s
exceptions, pp. 80-81.

In its replies to exceptions, the Staff continues to recommend a $42.83 million reduction to the
company’s capital expenditures for the EVMP, offset by a $14.7 million increase to DTE
Electric’s O&M expenses for vegetation management. The Staff notes that the ALJ adopted its
proposed adjustment, with an additional $2.6 million to account for inflation, and the Staff does

not object. However, the Staff continues to assert that the EVMP should not be fully funded until

DTE Electric shows that it is properly spending the money on vegetation management and the
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EVMP is tested over a sufficient amount of time to demonstrate that the program offers benefits
that traditional vegetation management does not.

The Staff also points out that DTE Electric removed $12.4 million from its traditional
vegetation management program to account for the overlap in vegetation removal that will occur
with the EVMP. Therefore, the Staff argues, “if the Commission adopts an amount higher than a
quarter of DTE’s proposed EVMP expense..., and if the Commission follows Staff’s method by
placing EVMP dollars into the O&M budget for vegetation management, the increase...should be
multiplied by $12.4 [sic] and backed out of the vegetation O&M budget.” Staff’s replies to
exceptions, p. 11. The Staff asserts that this is consistent with DTE Electric’s approach and
prevents duplicate funding for vegetation management practices. In the alternative, the Staff
recommends adopting a tracker.

The Commission finds that if the goals of the EVMP are accomplished, reliability could be
significantly improved. According to DTE Electric, the company’s traditional tree-trimming
practice “was to trim vegetation within a maximum 15 foot radius centered on the pole-line at the
height of the crossarm for the entire length of the circuit,” but “leave branches overhanging the
poles and wire if those branches were outside the clearance circle and allow trees growing beneath
the clearance circle to remain and continue growing upward.” 4 Tr 392. By contrast, the EVMP
focuses on three zones of a distribution circuit. In zone one, “all vegetation [is removed] within 15
feet of the pole-line from the ground to the sky - no overhang remains and no vegetation rooted
within 15 feet of the pole-line remains. In zones two and three, EVMP removes all overhang and
any vegetation with potential to grow to a height greater than 20 feet rooted within 15 feet of the

pole-line,” leaving a “rectangular canyon” around the lines. 1d., p. 393; 8 Tr 2094. DTE Electric
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avers that the program could provide a reduction in the length of time customers experience
outages of up to 40%.

However, the Commission also agrees with the Staff that without a benefit/cost analysis and a
longer-term trial basis to demonstrate improved and sustained reliability, it is unreasonable to
approve the entire EVMP expense. Therefore, the Commission finds it prudent to adopt the ALJ’s
recommendation of $11.25 million, as an O&M expense, to fund a pilot program. In addition,
DTE Electric shall collect and report to the Staff data that measures the cost and reliability benefit
compared to the benefit of DTE Electric’s traditional vegetation management program. These
reports shall be filed semi-annually in this docket until an order is issued in a subsequent rate case.

b. Traditional Vegetation Management

Along with its EVMP request, DTE Electric proposed $49 million for its traditional vegetation
management program and $2 million for removal of hazardous trees outside the ROW. The
company stated that its proposed expense for traditional vegetation management is based on 2013
spending and adjusted for inflation.

With reference to its proposed reduction to the company’s EVMP, the Staff recommended that
the traditional vegetation management expense be calculated using a five-year average of actual
spending, adjusted for inflation, with an added $2 million for hazardous tree removal from outside
the ROW.

The Attorney General requested a reduction to DTE Electric’s proposed expense, asserting that
the company has only spent about half of its proposed expense each year since 2008, that a
doubling of the expenditures would not achieve a shorter tree-trimming cycle, and his proposed

reduction will still allow the company to clear a commendable amount of miles. He recommended
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that the Commission approve $50 million, “but allow DTE to split it between O&M and Capitalize
as it is proposing or simply through O&M.” Attorney General’s initial brief, p. 12.

DTE Electric disputed the Staff’s five-year calculation, arguing that it does not adequately
consider the effects of inflation from year to year. In addition, the company argued that the Staff’s
proposed expense limits the number of miles DTE Electric would be able to clear and “will cause
customers to experience significantly higher outage volumes (a 500% to 600% increase when
compared to a five-year cycle), considerably increased customer restoration costs and dramatically
declining customer satisfaction.” 4 Tr 410. DTE Electric noted that it has consistently been in the
fourth quartile for SAIDI, and accordingly, with the added expense, the company hopes to
improve service for its customers.

The ALJ recommended that the Commission adopt the Staff’s proposed expense with one
adjustment. The ALJ agreed with Mr. Pogats that the Staff’s proposal to use a five-year average
failed to account for inflation during the entire period. However, the ALJ found Mr. Pogats’
inflation calculation unpersuasive, and instead provided her own calculation, increasing the Staff’s
inflation-adjusted five-year average expense by $2,593,200 to fully account for inflation.

No party filed exceptions on this issue, and the Commission substantially adopts the findings
and recommendations of the ALJ. Specifically, the Commission approves the Staff’s five-year
average of $49.9 million for DTE’s vegetation management program, with an additional $2
million for hazardous tree removal and the $2.6 million inflation adjustment proposed by the ALJ.
In addition, the Commission directs the company and the Staff to meet within 90 days of the date

of this order to discuss future analysis of the ROW program.
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c. Other Distribution Operations Expenses
According to Mr. Coppola, DTE Electric’s “projected operating expense is $8.2 million less
than the historical period, [but] this is the result of some unusually high expenses that were
recorded in 2013 and a more accurate and recent comparison is the 2014 period.” Attorney
General’s initial brief, p. 8. As a result, Mr. Coppola recommended that the proposed distribution
operations expenses be reduced by $16.4 million, along with the $5.9 million of cost inflation from
2013 to 2014, for a total reduction of $22.3 million. Id., p. 9.
DTE Electric asserted that Mr. Coppola inappropriately combines 2014 as the historical test
year with adjustments made for 2013 as the historical test year. 4 Tr 408. In his testimony,
Mr. Pogats explained that the higher 2013 expenses were the result of storm costs inadvertently
recorded in multiple FERC accounts, and the company failed to identify the mistakes until
recently. The company reiterated that Schedule X9 of Exhibit A-34 demonstrates the projected
expenses using 2014 as the base.
The Attorney General disagreed, arguing:
Mr. Pogats’ adjustments to the 2014 [sic] as a historical test year are nothing more
than stated adjustments with no justification other than a paragraph in rebuttal
making the adjustments. (Tr 408.) Mr. Pogats’ adjustments for vegetation
management in 2014 is based on a new vegetation management program that
wasn’t in existence in 2013, and thus cannot support the adjustments since they
involve different metrics discussed elsewhere in DTE’s testimony.
Attorney General’s initial brief, pp. 9-10. He claimed that Mr. Pogats admitted that the 2016
projected expense is $3 million higher than the company’s analysis of the 2014 historical test year,
and at a minimum, the ALJ should adopt the $3 million reduction as set forth by DTE Electric.
DTE Electric responded that the Attorney General’s argument on this issue is meritless, and

for reasons previously discussed, the company did not support any reduction. Regarding the

Attorney General’s alternately proposed $3 million reduction, the company stated, “The $3 million
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is simply the result of a proper O&M determination if one were to use 2014 as the historical test
year without misapplying 2013 adjustments, but it would still be improper to selectively use 2014
or any other year for purposes of this calculation instead of consistently using the 2013 historical
test year.” DTE Electric’s reply brief, p. 60.

In her decision, the ALJ explained:

While the Attorney General is correct that DTEE did not explain the basis for the
erroneous accounting complicating the analysis of this expense category, this PFD
concludes that Mr. Pogats did establish a reasonable basis for the company’s
projection, when the combined accounts are considered, and did establish that the
“normalizing adjustments” DTEE made to 2013 are not applicable to 2014 actuals.
PFD, pp. 213-214. She recommended that the Commission reject the Attorney General’s proposed
reduction.

The Attorney General filed an exception, reiterating the same arguments set forth in his initial
brief and reply brief. He stated that DTE Electric’s explanation for the accounting mistake does
not fully explain the error, and that the company’s “new explanation should not be found to be
reasonable since it failed to explain the basis for the earlier erroneous accounting analysis, thus
calling into question the new explanation and the witnesses’ credibility.” Attorney General’s
exceptions, p. 8. Accordingly, the Attorney General requests that the Commission adopt his
proposed $22.3 million reduction.

In its replies to exceptions, DTE Electric agrees with the ALJ’s analysis and conclusion, and
reiterates the arguments set forth in its initial brief, reply brief, and exceptions.

The Commission agrees with the ALJ that DTE Electric provided a reasonable and satisfactory

explanation for its accounting error and the company’s projected expenses. The Commission finds

Mr. Pogats’ testimony credible and concurs that “normalizing adjustments” are unnecessary when
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starting with 2014 as the historical test year. See, 4 Tr 408. Therefore, the Commission declines
to adopt the Attorney General’s proposed adjustments.

6. Pension and Benefits

Jeffrey C. Wuepper, DTE Electric’s Director of Compensation & Benefits, provided the
company’s projections for employee benefits and pension expenses. DTE Electric asserted that in
its original filing, the company projected its pension expenses to be $137.1 million. However,
after an update, the company requested that the pension expense be increased by $6.3 million.

The ALJ noted that no party disputed the company’s projected pension expense. However, the
ALJ found that “Mr. Wuepper... did not revise his testimony or his exhibit... and since he
acknowledged the interrelationship between retirement assumptions and active employee
costs...this PFD finds DTEE’s request [for a $6.3 million increase to pension expense]
unsubstantiated and inappropriate.” PFD, p. 214, note 447.

In its exceptions, DTE Electric argues that the $6.3 million adjustment is “supported and
appropriate, as even the PFD’s discussion tacitly indicates by citing DTE Electric’s evidence and
Initial Brief.” DTE Electric’s exceptions, p. 82. DTE Electric states the ALJ’s requirement of
testimony or a revised exhibit is unnecessary because the record already contains sufficient
evidence, specifically, Exhibit A-31, Schedule U-1. In addition, the company asserts that Exhibit
A-36 shows the Staff’s response to DTE Electric’s discovery request, “wherein Staff witness
Welke agreed that the updated pension costs reflected on Exhibit A-31, Schedule U-1 was an
acceptable alternative to the Company’s 2014 projection.” Id., p. 83.

The Staff states in its exceptions that it supports DTE Electric’s $6.3 million adjustment.

In its replies to exceptions, DTE Electric incorporates by reference the discussion from pages

82-83 of its exceptions, and asserts that it is in agreement with the Staff’s recommendation.
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The Commission finds that the company’s pension expense should be increased by $6.3
million. Agreeing with DTE Electric and the Staff, the Commission finds that there is sufficient
evidentiary support in the record to support the $6.3 million increase.

Several parties contested OPEB, active employee health care, other benefit programs for active
employees, the savings plan, non-qualified benefit plans, and the employee incentive
compensation plans, which are addressed below.

a. Other Post-Retirement Employee Benefits

As discussed above, DTE Electric explained that its OPEB costs are expected to decrease from
a negative $24.7 million in the historical test period to a negative $78.3 million in the projected
test year. The company stated that the additional negative $53.6 million OPEB expense should not
be included in the proposed revenue requirement, but instead, should be deferred as a regulatory
liability. The Attorney General disagreed, and argued that the negative $53.6 million OPEB
expense should be applied as a reduction to DTE Electric’s revenue requirement.

Consistent with her decision in the Rate Base section of the PFD, the ALJ recommended that
the Commission adopt DTE Electric’s proposed accounting treatment for the negative OPEB
expense.

On page 5 of his exceptions, the Attorney General asserts that “DTE has changed the treatment
of the OPEB negative expense for its own benefit — prevent [sic] it from being used to reduce its
current requested rate increase and reap its benefit in the future during the time between rate
increases.” In addition, the Attorney General argues that the proposed accounting treatment
conflicts with the treatment proposed by the Staff of a similar negative OPEB expense in

Consumers’ most recent electric rate case. Consequently, the Attorney General requests that the

Page 68
U-17767



Commission reject the ALJ’s recommendation and apply the negative OPEB expense to the
revenue requirement.

DTE Electric replies that “The AG’s exception mischaracterizes the Company, and is
unsupported by any citation to the record or legal authority.” DTE Electric’s replies to exceptions,
p. 15. DTE Electric reiterates that customers have already benefitted from the OPEB savings, the
large negative OPEB amount is temporary, and it would not be prudent or reasonable to base a rate
reduction on a non-recurring temporary credit. Id., p. 16.

As discussed above, the Commission approves DTE Electric’s proposed accounting treatment
of the negative OPEB expense.

b. Active Employee Health Care

Regarding its health care costs for active employees, DTE Electric projected an increase of
6.5% in 2014, and 7.5% annually for 2015 and 2016. The Attorney General proposed using an
inflation rate of 3%, asserting that based on actual cost changes, 3% is a much more reasonable
level of increase. Thus, he recommended that the active employee health care expense be reduced
by $10 million.

DTE Electric responded that the Attorney General incorrectly applied the 3% inflation rate.
Mr. Wuepper stated:

Since retiree healthcare costs are separately recognized within Other
Post-Employment Benefits (OPEB), the actual payments related to retirees are
properly excluded from the Active Healthcare Costs. Thus, AG Witness Coppola
has applied the lower 3% healthcare escalation rate to the Healthcare, Dental and
Vision costs, which include the retiree payments, without also adjusting the
subtraction for the lower escalation rates, as reflected on lines 11 through 17 of
Exhibit A-33, Schedule W-4. By reducing the escalations for all healthcare costs
while not reducing the escalations in the Actual Retiree Benefits Payments, AG

Witness is understating the Company’s projected Active Healthcare cost.

6 Tr 1306.
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On page 216 of the PFD, the ALJ determined that DTE Electric’s “use of the higher inflation
rates is reasonable, based on an actuarial analysis, and the potential for DTEE to keep costs in line
with lower inflation rates” would be discussed further in section 10 of the PFD.

No party filed exceptions on this issue, and the Commission adopts the findings and
recommendations of the ALJ.

c. Employee Savings Plan

The Attorney General disputed DTE Electric’s projected wage increase of 4.2% for 2014 and
4.65% for 2015 and 2016. In his opinion, the company’s proposed wage increase “seem[s]
excessive during a period of economic stagnation and lower household incomes experienced by
Michigan residents,” and instead recommended a 2% increase, which aligns with “the historical
wage increase during the past three years.” Attorney General’s initial brief, p. 29.

In response, DTE Electric asserted that the Attorney General’s proposal is unsupported and
unreasonable. DTE Electric argued that its wage increase projections were calculated by its
consultant, Aon Hewitt, that the company’s projections are more reliable than the Attorney
General’s, and that they should be adopted by the ALJ.

The ALJ stated, “Consistent with the discussion above, this PFD recommends that the
Commission accept DTEE’s cost projections for this category.” PFD, p. 216.

The Attorney General filed an exception, stating that the company’s “own analysis, provided
in discovery and discussed in the Attorney General’s direct testimony, provide a much lower
inflation increase for projecting employee savings plan expenses. Accordingly, DTE Electric did
not satisfy its burden of proving the reasonableness of a higher inflation rate.” Attorney General’s

exceptions, p. 9.
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In its replies to exceptions, DTE Electric reiterates the arguments set forth in its initial and
reply briefs, and requested that the Commission approve the ALJ’s recommendation.

The Commission agrees with the ALJ, and accepts DTE Electric’s employee savings plan
expense projections. The Commission finds that the company provided sufficient evidence
through Mr. Wuepper’s testimony, the inflation projections provided by Aon Hewitt, and Exhibit
A-10, Schedule C5.9, page 1.

d. Non-qualified Benefit Plans

DTE Electric’s Exhibit A-10, Schedule C5.9 provides the projected costs for the company’s
non-qualified benefit programs. As discussed above, the Commission disallowed $6.2 million for
DTE Electric’s SRP and ESRP expenses. Although the Attorney General recommended excluding
all non-qualified benefit expenses for a total of $8.1 million, the ALJ determined that “Consistent
with prior orders, and in the absence of any new information, this PFD finds that those costs may
be included in the projected benefit costs.” PFD, p. 217.

DTE Electric filed the only exception, expressing support for the ALJ’s recommendation. In
his replies to exceptions, the Attorney General reiterates the arguments set forth in his initial brief,
requesting that the Commission disallow recovery of non-qualified benefit plans.

The Commission finds the ALJ’s conclusion persuasive, and rejects the Attorney General’s
proposed reduction.

e. Incentive Compensation

For its executives and non-represented employees, DTE Electric proposed the Annual
Incentive Plan (AIP) and the Rewarding Employees Plan (REP), short-term incentive
compensation programs, and the Long Term Incentive Plan (LTIP), requesting approximately $39

million to fund these programs. In his testimony, “Mr. Wuepper provided a detailed description of

Page 71
U-17767



the design and mechanics of these plans, including the metrics used to track Company
performance, the method for setting Company performance level targets, and the conditions for
payment of incentive compensation (6 T 1264-71; Exhibit A-20, Schedules L1, L2, L3 and L4).”
DTE Electric’s initial brief, p. 98. DTE Electric asserted that it is the company’s policy to offer
total compensation, including incentive compensation that is competitive with its peer groups. 1d.,
p. 99.

According to DTE Electric, the AIP applies to officer-level employees and directors. Mr.
Wouepper testified that the “defined measures and weightings in this plan pertain to financial
performance (50%), customer satisfaction (18%), employee engagement (16%) and operating
excellence (16%).” 6 Tr 1264. He provided a detailed explanation of the AIP operating metrics,
including customer satisfaction, employee engagement, and operating excellence, customized for
the specific business units. See, 6 Tr 1265-1267. The financial measures for the AIP are based on
the operating earnings and cash flow of DTE Electric’s and DTE Energy’s earnings per share.
See, 6 Tr 1265. DTE Electric asserted that a target is set for each measure for which a normal
payout will be earned. However, the company stated that performance less than the target, but
above a minimum threshold, will result in a payout of between 25% of target and target.
Performance of up to the maximum leads to a payout of up to 175% of the target. Id.

Mr. Wuepper testified that the REP is identical to the AIP:

except that the maximum performance payout is 150% of Target. In addition, the
weightings of the measures related to the Gallup survey of employee engagement
and the NSC [National Safety Council] Barometer survey are eliminated in
recognition that the Company’s leadership is responsible for providing an
environment of high employee engagement and a culture that values employee
safety. The weightings of the measures for Customer Satisfaction Improvement
Program and Fossil Power Plant Reliability are each increased by 2% and the
OSHA [Occupational Safety and Health Administration] Recordable Incident Rate

measure is increased by 6%, to reflect the direct impact employees can have on
such measures.
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6 Tr 1268. All non-represented employees may participate in the REP.

DTE Electric contended that the LTIP “provides the opportunity for certain individuals to
receive retention oriented or performance based rewards delivered via shares of DTE Energy
common stock, either through restricted shares or performance shares, which are based on the
achievement of multiyear performance objectives.” 6 Tr 1269. Mr. Wuepper testified that 30% of
the value of awards is through restricted shares and 70% through grants of performance shares for
executives, whereas 100% of the awards to non-executives are through performance shares. 1d.,
pp. 1269-1270. He described the performance share measures, stating that the predominate
measure (60%) is based on the total return to DTE Energy shareholders compared to a group of
peer companies over the next three years. See, 6 Tr 1270. LTIP is available to “all executives,
directors and managers as well as an additional 10% of non-represented employees that are
eligible for discretionary awards.” Id., p. 1251.

DTE Electric argued that the Commission may approve the AIP, REP, and LTIP based on the
test provided by the Indiana Utility Regulatory Commission, and the criteria set forth in the
October 20 order. To show that the benefits of the incentive compensation programs exceed the
costs, Mr. Wuepper sponsored a benefit-cost analysis in Schedule L5 of Exhibit A-20,
demonstrating benefits of $143.1 million compared to $39 million in program costs. He also
described the benefits of the financial metrics, such as O&M savings from a motivated workforce
and avoided interest costs, and the benefits of the operating metrics, including reduced call volume
and complaints, reduced absenteeism, increased productivity and safety, and reduced outage
minutes. See, 6 Tr 1276-1282.

The Staff stated that in prior orders, the Commission disallowed all incentive compensation

expenses because they are based on financial criteria, such as company earnings and cash flow,
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and because the plans primarily benefit shareholders, not ratepayers. Accordingly, in the
immediate case, the Staff recommended 100% exclusion of DTE Electric’s incentive
compensation costs “because several of the plan’s metrics relate to achievement of financial
goals.” Staff’s initial brief, p. 47. In addition, Mr. Welke noted that “A significant portion of the
projected net benefit, $81 million, is related to meeting ‘threshold,” ‘target’ or ‘“maximum’
performance levels in “‘Electric Distribution System Reliability,”” but this metric “has not been
achieved in the past.” 8 Tr 1955. In conclusion, the Staff found the benefits set forth by DTE
Electric to be “illusory,” and that ratepayers should not pay for incentive compensation plans that
“largely benefit shareholders.” Staff’s initial brief, p. 48.

The Attorney General also opposed the incentive compensation expenses. In his opinion:
half of the incentive payout at target level for both the AIP and REP relates to the
Company and its parent, DTE Energy, achieving net income, earnings per share and
cash flow goals. (Tr 2037.) Although the Company claimed that these goals
somehow benefit the customers, Mr. Coppola explained that there was no direct
relationship to customer benefits. (Tr 2307.) The goals are in place to maximize
profit and increase cash flow to pay dividends to shareholders.

Attorney General’s initial brief, p. 23. And as for the LTIP, the Attorney General argued, the plan
is “strictly designed to induce management to create shareholder value.” 1d., p. 24.

While Energy Michigan did not advocate for or against DTE Electric’s incentive compensation
plans, it recommended several modifications to the proposed expenses. Energy Michigan
expressed concern that the incentive compensation plans fail to link performance metrics to
customer benefits, and the plans fail to separate distribution service benefits from power supply
service benefits. In the event the Commission approves the incentive compensation plans, Energy

Michigan requested that the plans be structured so as to ensure that they correctly reflect true

cost-of-service principles.
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The ALJ recommended that the Commission continue to exclude the incentive compensation
expenses for several reasons. First, the ALJ stated that “the program expenditures are all
contingent on performance meeting the target levels,” and the company has failed to meet
reliability targets in 2013 and 2014. PFD, p. 223. Also, for the AIP and the REP, there is
“uncertainty about the amount of the potential payout” to individuals. 1d., p. 224. Second, after
reviewing the financial and operational metrics of the plans, the ALJ determined that the benefits
do not outweigh the costs. Third, citing the Attorney General’s argument against the LTIP, the
ALJ found that DTE Electric “has not shown that the metrics are consistent with the ratepayers’
interests.” 1d., p. 228.

In its exceptions, DTE Electric reiterates the arguments presented in its initial and reply briefs.
Regarding the claim that the company failed to achieve its target performance on Electric
Distribution System Reliability in 2013 and 2014, DTE Electric asserts that:

(1) DTE Electric exceeded the target in 2012; (2) the Company sets performance
goals that reflect year-over-year improvements, so there is considerable stretch built
into each successive year’s goal, and (3) actual Electric Distribution System
Reliability performance varies significantly from year to year, based primarily on
the number and severity of storms in the Company’s service area (6 T 1290).
Moreover, even if the Company fails to meet this particular target performance,
customers would still receive a net benefit if the Company achieved target
performance on all other metrics. It would be patently unreasonable to completely
disallow all incentive compensation cost recovery based simply on the absence of
certainty that the Company will achieve one ever-increasing goal, where customers
still realize a net benefit from the Company’s achievement of other goals (6 T 1291,
1294-95).
DTE Electric’s exceptions, p. 88 (notes omitted). In response to the ALJ’s determination that
there is uncertainty regarding the amount of payout to individuals, the company argues that there is
no evidence on the record to assess the impact of any individual performance adjustments, and

therefore, the ALJ’s conclusion is unfounded. DTE Electric restates that the customer benefits of

the incentive compensation plans outweigh the costs.
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In his replies to exceptions, the Attorney General reiterates the arguments presented in his
initial brief and reply brief, and recommended that the Commission adopt the ALJ’s conclusion.
Over the past 10 years, the Commission has rejected DTE Electric’s proposed incentive

compensation expenses because the company failed to demonstrate that the costs to ratepayers
correspond with the benefits. However, in the immediate case, the Commission finds that DTE
Electric provided convincing evidence that the operating (non-financial) measures for the AIP and
REP provide appreciable benefits to customers, and meet the standard set forth in the April 28,
2005 order in Case No. U-13898 (April 28 order) and the December 23, 2008 order in Case
No. U-15244 (December 23 order). See, 6 Tr 1256-1284. According to DTE Electric, the benefits
to ratepayers of its operating measures in the AIP and REP are customer satisfaction, employee
engagement, and operating excellence. See, 6 Tr 1265-1268. Mr. Wuepper gave extensive
testimony, stating:

The Company has performed a comprehensive analysis of the customer benefits

that would be derived from the achievement of the financial and operating metrics

included in the Company’s short and long-term incentive plans relative to their

costs. This analysis, as reflected on Exhibit A-20, Schedule L5, demonstrates that

the expected aggregate benefits will significantly exceed the costs of these

programs. While certain individual measures, such as customer satisfaction and

certain safety related objectives provide benefits that defy precise quantification;

there should be little serious dispute as to the qualitative value of such metrics.

Indeed, the Company is well aware of the frustration experienced by customers

when outstanding issues are not promptly resolved, even though the value of the

elimination of that customer frustration is not readily estimated. The inability to

precisely quantify the customer benefit in no way diminishes its value. Further, the

greatest benefits achieved through improved safety performance are the avoided

injuries or property damage made possible through an increased emphasis on safe

work habits and conditions.
6 Tr 1275. The Commission concludes that the benefits of the operating measures are
commensurate with the cost to ratepayers, and as a result, approves the portion of the short-term

incentive compensation plans attributable only to the operating measures of customer satisfaction,
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employee engagement, and operating excellence, for a total of $14.487 million. In regards to the
financial measures of the short-term incentive compensation plans, the Commission finds that
there is insufficient evidence to conclude at this time that the benefits to ratepayers are significant
and therefore, they are not approved in this proceeding.
Similarly, regarding the LTIP, the Commission finds that the company failed to demonstrate
that the benefits to ratepayers are commensurate with the costs. The LTIP is tied too closely to
company earnings and cash flow measurements that overwhelmingly benefit shareholders. The
Commission notes that under the proposed LTIP, certain individuals would receive restricted
shares or performance shares. In reference to the performance shares measures, Mr. Wuepper
stated:
These measures reflect the long-term financial performance of DTE Energy that is
intended to motivate employees of the individual operating companies, such as
DTE Electric, to keep in mind the role of their own contributions to the overall
success of DTE. Accordingly, the predominate measure (60%) is the total return to
DTE Energy shareholders (i.e., capital appreciation and dividends) relative to a
group of peer companies over the next three years.... An additional 20% is based
on the balance sheet health of DTE Energy as measured by the Funds from
Operations (FFO) to Debt ratio.... The third measure that contributes 20% to the
weighting is the actual DTE Electric Average Return on Equity for 2014 through
2016.

6 Tr 1270-1271. Consequently, the Commission finds that DTE Electric’s LTIP does not meet

the criteria set forth in the April 28 and December 23 orders and may not be approved.

Finally, it should be noted that Energy Michigan did not file exceptions or replies, and
therefore the Commission declines to address its proposed changes to DTE Electric’s incentive
compensation plans.

7. Corporate Staff Group

DTE Electric proposed $165.4 million for corporate services, a decrease of $3.4 million from

the adjusted 2013 historical test year, which was the result of an accounting change. DTE Electric
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noted that the accounting reduction was offset by several cost increases, one of which was a $5
million projected increase in IT costs.
The Attorney General requested that the $5 million IT expense increase be rejected, stating
that the costs were “vague,” and that there was “no firm plan” for the IT expenses. 9 Tr 2303.
The ALJ determined that “DTEE has not established that it has a plan for the incremental $5
million expenditure above its normalized and inflation-adjusted projection for the test year, and
recommends that Mr. Coppola’s adjustment be adopted.” PFD, p. 230.
DTE Electric filed an exception, reiterating the arguments set forth in its reply brief.
In his replies to exceptions, the Attorney General repeats the arguments set forth in his initial
brief, requesting that the Commission disallow the $5 million IT expense.
The Commission finds that DTE Electric provided sufficient detail and support for its
proposed IT expenses. During Ms. Uzenski’s testimony, she stated:
The forecasted increase on line 13, column (j) is due to the structural change in the
way software technology is packaged, purchased, and deployed. The pace of
change in computing and data technology, hardware and applications is causing a
shift to leasing technology support instead of purchasing it. For example, we are
planning to use more cloud-based solutions for applications such as Microsoft
Office and e-mail. These applications are designed for web deployment where
users share processing power and space that is managed by the vendor. Most often
these programs are leased as part of a pay-as-you-go subscription model instead of
purchasing user licenses.
6 Tr 1039-1040. In the Commission’s opinion, cloud-based technology is a present-day, proven,
and sensible IT solution. And, in the interest of providing customers with safe, reliable, punctual,
and quality service, the Commission finds it reasonable to provide DTE Electric with sufficient

funds to update its software to prevent it from becoming obsolete. Therefore, the Commission

rejects the Attorney General’s proposed $5 million adjustment.
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8. Uncollectibles Expense

DTE Electric projected a $52.8 million uncollectibles expense based on 2013 expense levels.
The Staff recommended two alternative methods to project the uncollectibles expense. The first
method applied the three-year average percentage of net writeoffs to forecasted revenues, resulting
in a projected $56.6 million uncollectibles expense. The Staff admitted that the method is not
perfect, but that it “mitigates [the] potential for forecasting error and high period-over-period
volatility.” Staff’s initial brief, p. 45. Regarding the second method, the Staff proposed using
DTE Electric’s actual 2014 uncollectibles expense of $49.5 million; or, the Staff indicated, it
would also be acceptable to use the more recent projection of $42 million that was provided to the
company’s shareholders.

The Attorney General reviewed DTE Electric’s projected uncollectibles accounts and found
that over the last three years, there has been a decline of approximately $35 million. He noted that
DTE Electric projected that its uncollectibles expense for 2015 will be $42.7 million, and for 2016,
$40.9 million, resulting in an average of $41.8 million. Mr. Coppola testified that “the $41.8
million uncollectible expense level is more representative of the amount that will likely occur in
the projected test year than the $52.8 million that the Company has projected in this rate case
filing.” 9 Tr 2301. The Attorney General objected to the Staff’s three-year average method,
stating that “Such an approach is only appropriate when uncollectible expense has been rather
stable from year to year,” and in this case there has been a dramatic downward trend, and
therefore, the Staff’s approach would be “grossly inaccurate.” 1d., p. 2302. However, he agreed
with the Staff’s alternative suggestion of using the $42 million projection provided to

shareholders, asserting that it matches Mr. Coppola’s recommendation.
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DTE Electric accepted the Staff’s higher projection of $56.6 million, but did not advocate for
the Staff’s method.

The ALJ recommended that the Commission approve DTE Electric’s 2014 actual uncollectible
expense of $49.5 million, agreeing with the Staff that “this approach is consistent with the
approach DTEE used in its rate filing, but with updated information.” PFD, p. 232. She noted that
Renee M. Tomina, DTE Electric’s Director-Revenue Management & Protection, testified that the
company is working to reduce its uncollectibles expense with an increased use of technology, and
because the economy seems to be improving, “it is appropriate to use the most recent annual
value.” Id., p. 233. The ALJ rejected the Staff’s three-year average method, stating that the
company opposed the methodology and “the Attorney General has identified a significant concern
with the use of the three-year average, that it masks trends.” 1d.

On page 98 of its exceptions, DTE Electric objects to the ALJ’s recommendation, stating that
“uncollectible expense levels can be extremely volatile” and the Attorney General’s “suggestion”
that there may be a downward trend, “is not enough to support a decision by the Commission.”
The company asserts that the Staff’s proposed $56.6 million expense is more appropriate in this
time of volatility, and should therefore be adopted.

ABATE replies that it “supports DTE’s proposal because of its consistency with cost of service
principles, the NARUC [National Association of Regulatory Utility Commissioners] Electric
Utility Cost Allocation Manual, and the decision of the Commission, Case No. U-17689, cited in
the PFD.” ABATE’s replies to exceptions, p. 9 (note omitted).

The Commission finds the PFD well-reasoned, and adopts the ALJ’s recommended

uncollectibles expense of $49.5 million.
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9. Injuries and Damages

DTE Electric and the Staff each projected an injuries and damages expense consistent with the
five-year average method approved in Case Nos. U-15244, U-15768, and U-16472. DTE Electric
projected $20.3 million for the test year, and the Staff calculated $20.622 million for the expense.
Subsequently, DTE Electric adopted the Staff’s proposed expense. The Staff later acknowledged
that its calculation contained a double-counting error, but because the proposed expenses were so
similar, the Staff ultimately recommended that the ALJ approve $20.622 million for the expense.

Noting that the Staff’s calculation included a double-counting error and that DTE Electric’s
projected expense was calculated using the Commission-approved five-year average method, the
ALJ recommended that the Commission approve the company’s proposed $20.3 million expense.

On page 99 of its exceptions, DTE Electric states that the Staff “supported its projection of
$20.6 million (Staff reply brief, p 13) and DTE Electric agreed. There is no basis for the PFD’s
suggestion that DTE Electric was somehow required to argue against its initial projection (PFD, p
234).” Therefore, DTE Electric requests that the Commission approve $20.622 million for its
injuries and damages O&M expense.

The Staff asserts in its exceptions that it “is maintaining the position that it took in its reply
brief,” and is recommending that the Commission approve $20.622 million, which is the “Staff’s
proposed expense after removing the amount it double counted.” Staff’s exceptions, p. 8. The
Staff notes that DTE Electric accepted this adjustment.

In its replies to exceptions, DTE Electric incorporates by reference the discussion on page 99
of its exceptions, and states that it agrees with the Staff’s recommendation.

The Commission agrees with the Staff and DTE Electric and adopts the Staff’s proposed

injuries and damages expense of $20.622 million.
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10. Competitive and Affordable Rates Strategy

During the course of an audit, the Staff identified approximately $78 million in projected
O&M cost reductions that were presented to DTE Electric’s investors, but were not incorporated
in the company’s rate filing. See, 8 Tr 1956-1957. The Staff believes the cost reductions are most
likely achievable, but only recommended a $59 million adjustment.

DTE Electric objected, arguing that the “Staff never should have considered any CARS
reduction in the first place.” DTE Electric’s reply brief, p. 108. Ms. Uzenski stated that the $59
million was a target for all of 2016, which was split into three parts: (1) $22 million for DTE
Electric’s updated capitalization policies; (2) $20 million for “aspirational cost reductions;” and
(3) $17 million for inflation. 6 Tr 1063. In addition, Ms. Uzenski testified that “implicit in the
CARS targets is the assumption that operating savings will offset inflation.” Id. DTE Electric
argued that if the Commission were to approve a CARS reduction and the Staff’s separately
proposed $15 million inflation adjustment, the inflation-based reduction would be double-counted.

Although Ms. Uzenski acknowledged that O&M projections for the net income forecasts are
less than the O&M expenses presented in the company’s rate filing, she explained that the
discrepancy involves $30 million for projection methodology differences; $11 million for
generation-related expenses for limestone and trona to be recovered through the PSCR; $20
million for CARS, excluding the effects of inflation; $23 million for decreased inflation (including
$17 million for CARS); and a $6 million offset for miscellaneous increases. In the event the
Commission approves a cost reduction associated with CARS, Ms. Uzenski stated that “a
reasonable amount is $14 million to reflect the $20 million of CARS targets that were not included

already in the case, offset by $6 million of other increases in budgets noted above.” 6 Tr 1064.
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The Attorney General and Kroger each presented arguments regarding inflation. The Attorney
General requested that the Commission set rates to “challenge the Company to significantly
modify its existing cost structure and help it achieve its CARS objective.” 9 Tr 2291. He
recommended that the Commission reject inflation adjustments that are above historical cost
levels, and consider his adjustments to specific expense categories. Neal Townsend, Principle at
Energy Strategies, LLC, testified on behalf of Kroger that he disagreed with how DTE Electric
applied a generic inflation factor to its labor and non-labor O&M expenses, and recommended a
$24 million reduction to non-labor inflation projections.
The ALJ found the Staff’s proposed CARS cost reduction “well-supported and reasonable.”
PFD, p. 237. The ALJ explained that:
DTEE’s presentation of alternative projections to its investors and to its Board of
Directors while this case was pending undermines its claim that its expense
projections are based on known and measurable changes, since it is clearly no
longer supporting these projections. Staff’s adjustment is a reasonable reflection of
the uncertainty in DTEE’s costs projections.

Id., pp. 237-238. And, regarding the Attorney General’s and Kroger’s proposed changes to

inflation, the ALJ stated:
The Attorney General’s arguments regarding the individual expense categories
have been evaluated in the various sections above, and while his concerns regarding
DTEE’s projections for those categories may be covered by the CARS targets,
Staff’s approach of a single adjustment seems preferable to provide the flexibility
as Staff argues. While this adjustment also does not directly adopt Kroger’s
recommendation, it is consistent with the idea that inflationary pressures are often
offset by productivity increases.

Id., p. 237. Finally, the ALJ noted that DTE Electric’s request for additional vegetation

management expense was separately addressed in the PFD and she was unable to find a

connection between the proposal to capitalize EVMP spending and the appropriate amount of

CARS savings to include in the case. 1d., p. 238.
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In its exceptions, DTE Electric states that the company *“continues to support its projections.
The CARS targets are aspirations — not projections — and may not be achievable. Furthermore,
DTE Electric’s position already reflected the impact from updated capitalization policies totaling
$22.4 million that were a part of the CARS targets.” DTE Electric’s exceptions, p. 101. And, in
response to the ALJ’s comments regarding the relationship between capitalized EVMP spending
and CARS, the company argues that if DTE Electric’s request to capitalize EVMP is rejected, any
funds approved for EVMP will be shifted to O&M; correspondingly, if CARS cost reductions are
also approved, it will “provide far less funding than DTE Electric requests, resulting in overall
inadequate funding for vegetation management.” 1d., p. 100. As a result, DTE Electric requested
that the Commission reject any O&M reductions based on CARS targets.

The Commission agrees with the Staff that the cost reduction associated with the company’s
CARS program “is a laudable goal, and the cost savings should be passed onto ratepayers.”
Staff’s initial brief, p. 49. However, the Commission declines to adopt the full $78 million
reduction presented by DTE Electric to its investors, or the $59 million reduction proposed by the
Staff. Instead, the Commission finds that a $20 million reduction is reasonable. DTE Electric
acknowledged that $20 million of CARS targets were not included in the case.

In the event a CARS reduction was approved, the company requested that the reduction be
offset for consistency by $6 million for other increases in budgets. The Commission notes that
DTE Electric failed to provide any detail explaining what constitutes “other increases in budgets.”
As a result, the Commission finds that it cannot approve the $6 million offset.

In addition, as pointed out by DTE Electric, “CARS targets also implicitly assume that
operating savings will offset inflation.” DTE Electric’s initial brief, p. 113. However, the $20

million CARS cost reduction approved by the Commission does not include inflation. The
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Commission finds the Staff’s proposed $15.1 million inflation adjustment well-supported and
reasonable. See, 8 Tr 2007.

D. Depreciation and Amortization Expense

1. Combined Operating Licensing Application

The issue of whether to defer DTE Electric’s COLA costs over a 20-year amortization period,
and the Staff’s request for a 10-year amortization period was addressed in the Working Capital
section of Rate Base above. The ALJ recommended that “COLA expenses continue to be
deferred, consistent with the Commission’s most recent order on this topic,” and she “does not
recommend any amortization expense for the COLA licensing.” PFD, p. 238.

For the reasons set forth above, the Commission adopts the findings and conclusions of the
ALJ.

2. Advanced Metering Infrastructure

As discussed above in the AMI section of Rate Base, the Attorney General requested that the
Commission defer recovery of depreciation expense for AMI because the benefits are uncertain.
In the ALJ’s opinion, the Commission should reject his request because the Commission created
applicable ratepayer protections in the October 20 order.

For the reasons set forth above, the Commission adopts the findings and conclusions of the
ALJ.

3. Detroit Corporate Tax

DTE Electric noted that the City of Detroit increased its corporate tax rate to 2%, effective
January 1, 2012, and the company requested permission to amortize deferred tax balances.
According to Mary Lewis, DTE Electric’s Director of Tax Operations and Assistant Tax Officer:

The MPSC has historically accepted the establishment of income tax regulatory
assets or liabilities for the impacts of the re-measurement of deferred taxes due to
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tax law changes, and the related amortization of these regulatory assets or
liabilities. Therefore, the Company recorded the impact of the rate change in
Miscellaneous Deferred Debits. | have included in Municipal Income tax expense
an annual amortization of $0.5 million of the Miscellaneous Deferred Debit for the
City of Detroit tax rate change.
6 Tr 1339. In addition, DTE Electric is seeking Commission approval for “full normalization
ratemaking for the law change over a period reasonably related to the reversal of the underlying
book tax basis differences consistent with the February 15, 2012 order in Case No. U-16864.” 1d.,
pp. 1339-1340.
The RCG objected to DTE Electric’s request to amortize $12.7 million associated with the
City of Detroit’s January 1, 2012 increase in the municipal income tax rate, stating that:
[T]he tax change occurred effective January 1, 2012, and DTE did not at that time
(or previously) file a special accounting case, or otherwise seek the advance
approval of the Commission. DTE also apparently did not obtain approval of this
expense item in a past DTE rate case contemporaneous with or in advance of the
tax rate change.
RCG’s initial brief, p. 58. In the RCG’s opinion, DTE Electric’s request constitutes retroactive
ratemaking pursuant to Michigan Bell Telephone Co v Michigan Public Service Comm’n, 315
Mich 533 (1946), and Michigan Bell Telephone Co v Mich Public Service Comm’n, 85 Mich App
163 (1978).
In response, DTE Electric disagreed that its proposal constitutes retroactive ratemaking.
The ALJ determined that “DTEE’s tax deferral was appropriate based on the authority granted
in the Commission’s February 8, 1993 order in Case No. U-10083, which appears to have
provided such general authority, although neither of the parties discuss this case in their briefs.”

PFD, p. 240. The ALJ found that DTE Electric is not engaging in retroactive ratemaking and

recommended that the Commission grant the company’s request.
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In its exceptions, the RCG reiterates the arguments set forth in its brief, and states that the
ALJ’s recommendation on this issue is inconsistent with her rejection of other accounting,
investment, and cost requests by DTE Electric. Additionally, the RCG argues that the ALJ failed
to “really explain how the Commission’s February 15, 2012 order in Case U-16864, or the
Commission’s February 8, 1993 order in Case U-10083, provides specific authorization for the
retroactive ratemaking proposed by DTE here.” RCG’s exceptions, p. 45.

DTE Electric replies that “the prohibition against retro-active ratemaking does not apply in this
context.” DTE Electric’s replies to exceptions, p. 53. The company explains that retroactive
ratemaking occurs when the Commission sets a reasonable rate in its legislative role, but then
later, in its quasi-judicial role, finds that the utility violated the law because it charged that rate.
Id.; see, Michigan Bell Telephone Co, 315 Mich at 549. Because DTE Electric did not make this
type of request, and the PFD did not make such a recommendation, the company asserts that the
RCG’s position should be rejected for lack of merit and relevance.

The Commission disagrees that DTE Electric’s accounting request constitutes retroactive
ratemaking. As set forth by DTE Electric, the Commission finds that the prohibition against
retroactive ratemaking does not apply in this circumstance. In addition, the Commission agrees
with the ALJ and DTE Electric that the company’s request complies with accounting treatment set
forth in the Commission’s February 8, 1993 order in Case No. U-10083, and February 15, 2012
order in Case No. U-16864. Therefore, the Commission approves DTE Electric’s accounting

request as related to the City of Detroit’s corporate tax.
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4. Plug-in Electric Vehicle

DTE Electric requested to amortize its deferred electric plug-in vehicle expenses over five
years. The ALJ stated that no party opposed the request and recommended that the company’s
request be granted.

No party filed exceptions on this issue, and the Commission adopts the findings and
recommendations of the ALJ.

E. Allowance for Funds Used During Construction

The ALJ noted that no party objected to DTE Electric’s accounting for AFUDC, and therefore
recommended that “the Commission calculate AFUDC consistent with the CWIP balances and
rate of return it adopts in setting final rates in this case.” PFD, p. 241.

No party filed exceptions on this issue, and the Commission adopts the findings and
recommendations of the ALJ.

F. General Taxes

The Staff recommended that DTE Electric’s property tax calculation be revised to reflect the
Renaissance Zone designation associated with the company’s Renaissance power plant
acquisition, which would reduce DTE Electric’s property tax projection by $800,000. DTE
Electric agreed.

No party filed exceptions on this issue, and the Commission adopts the Staff’s
recommendation.

G. Adjusted Net Operating Income Summary

In summary, the Commission finds that DTE Electric’s projected NOI for the 2015-2016 test

year is $619,913,367.
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VI. OTHER REVENUE RELATED ISSUES

A. Nuclear Surcharge

In its initial brief, DTE Electric proposed a net reduction of $4.8 million to the nuclear
surcharge, which includes funding for decommissioning Fermi 2 as well as costs for site security
and radiation protection, reducing the surcharge to a proposed level of $32.3 million. Thisis a
separate surcharge that appears on customer bills, and that affects neither current nor future base
rates. There was testimony that the proposed surcharge reduction is driven by DTE Electric’s
proposal to reduce the Fermi 2 end-of-life decommissioning portion of the surcharge from
approximately $13 million per year to $2.9 million per year on a total electric basis. 6 Tr 1177-
1178; Exhibit A-19, Schedule K1. The Staff reviewed the latest report on the adequacy of the
existing annual provision for nuclear plant decommissioning and concluded that the proposed
surcharge reduction appears reasonable. 8 Tr 2023. Thus, the Staff agreed with DTE Electric’s
recommendation.

ABATE requested that the site security and radiation protection components of the nuclear
surcharge remain in base rates because these components relate solely to Fermi 2 as an ongoing
expense and placing them in the surcharge unfairly burdens choice customers with this expense.
ABATE’s initial brief, p. 3.

The ALJ concluded that ABATE’s proposal should be rejected because DTE Electric never
proposed a change in the nature of the surcharge other than a name change. The ALJ concurred
with DTE Electric that site security and radiation protection were included in a single surcharge in
Case No. U-14399, and that those expenses were removed from rates several years ago. Thus, the
ALJ rejected ABATE’s proposal and adopted DTE Electric’s proposed surcharge reduction. PFD,

p. 244.
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ABATE took exception to the ALJ’s rejection of its proposal, in part arguing that the PFD
fails to acknowledge that leaving the site security and radiation protection costs in the nuclear
surcharge unfairly imposes these costs on choice customers who derive no economic benefit from
the payments they make for those expenses. According to ABATE, DTE Electric did not refute
this fact. ABATE further argues that prior Commission orders are not binding precedent.
According to ABATE, this shows that the Commission’s prior treatment of the site security and
radiation protection expenses does not permit the Commission to ignore ABATE’s testimony
regarding the inequity of leaving those expenses in the surcharge as opposed to base rates.
ABATE argues that the Commission may consider the inequity to choice customers of requiring
these customers to pay 80% of the total nuclear surcharge for expenses for which they derive zero
economic benefit. In addition, ABATE argues that these expenses should be moved into base
rates to prevent choice customers from paying this subsidy for those DTE Electric customers who
do benefit from Fermi 2.

DTE Electric replies that both the PFD and the Commission have rejected ABATE’s proposal
to remove the site security and radiation components of the nuclear surcharge and to include them
in base rates and there is no basis to revisit the issue at this time just because a party continues to
disagree with the decision.

Having considered the parties’ arguments, the evidentiary record, and the PFD, the
Commission agrees with the ALJ’s recommendation and rejects ABATE’s proposal to remove the
site security and radiation protection components from the nuclear surcharge assessed to all
customers and to place those costs in rate base. The Commission has a long-standing policy that
nuclear decommissioning charges should be paid by all customers. See, December 22, 2005 order

in Case No. U-14399 (December 22 order); January 14, 1998 order in Case No. U-11290; and
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December 16, 1999 order in Case No. U-11662. Likewise, although the legal doctrines of res
judicata and collateral estoppel do not apply to the Commission’s legislative ratemaking function
in a strict sense, there is no new evidence or evidence of changed circumstances that requires the
Commission to reconsider its previous determination of this issue at this time. See, Pennwalt v
Pub Serv Comm’n, 166 Mich App 1, 9; 420 NW2d 156 (1988).

B. Advanced Metering Infrastructure Tariff and Charges

The RCG, Mr. Meltzer, Mr. Sheldon, and the Attorney General contend that the AMI opt-out
program should either be eliminated or altered based on the following numerous grounds. The
RCG argues: (1) the Commission lacks authority to approve an opt-out tariff; (2) the utility’s
implementation of opt-out deprives customers of advance notice and consent; (3) the opt-out
program violates customers’ constitutionally-protected privacy rights, (4) the opt-out charges lack
evidence supporting the continued recovery of those costs, (5) the opt-out charges are duplicative
and penalize customers who choose to opt out, and (6) the Commission should revise the tariff that
grants utility employees reasonable access to the customers’ premises. Mr. Sheldon and Mr.
Meltzer raise the following arguments: (1) the utility’s existing data security policy that addresses
the use of data received from AMI meters is inadequate; and (2) the health concerns surrounding
the implementation of transmitting and non-transmitting AMI meters have not been properly
addressed. In addition, Mr. Sheldon argues that the Commission should extend opt-out to
commercial customers. Last, Mr. Meltzer further argues that opt-out customers who live in
apartment complexes or condominiums do not receive the benefits of opting out. Finally, Mr.
Meltzer and the Attorney General request that the Commission allow opt-out customers to retain
their analog meters. These issues and the RCG’s proposal that the Commission require DTE

Electric to adopt an opt-in approach are discussed ad seriatim.
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1. Authority to Approve Opt-Out Tariff

The RCG argued that the Commission lacks the authority to approve an opt-out tariff for DTE
Electric. DTE Electric and the Staff argued that the Commission does have the authority to
approve the utility’s opt-out tariff based on existing case law. In re Application of Detroit Edison
Company To Implement Opt Out Program, unpublished opinion per curiam of the Court of
Appeals, issued February 19, 2015 (Docket Nos. 316728 and 316781). The ALJ disagreed with
the RCG, noting the Michigan Court of Appeals already rejected this argument in a similar lawsuit
involving a different utility. Attorney General v MPSC, unpublished opinion per curiam of the
Court of Appeals, issued April 30, 2015 (Docket Nos. 317434, 317456) (April 30 opinion). The
ALJ surmised that the Commission would likely be expected to follow the Court’s holding
regarding management prerogative as the “law of the case.” PFD, p. 260 citing Lenawee County v
Wagley, 301 Mich App 134, 149-150 (2013).

The RCG takes exception to the PFD’s conclusion that the Commission has the authority to
impose opt-out surcharges on customers. The Commission disagrees with the RCG on this point.
This authority comes from the Commission’s general ratemaking authority set forth in MCL
460.6(1). Thus, the Commission rejects this argument.

2. Advance Notice and Consent

The PFD rejected the RCG’s argument that DTE Electric failed to provide customers with
notice of the AMI meter installations and opt-out options because there was no evidentiary support
for this claim in the record. The ALJ also found no merit to the RCG’s claim that a customer’s
refusal of a smart meter justifies the immediate shut off of service without notice. The ALJ

concluded that, because customers are not being deprived of notice and, because they have an
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opportunity to file a complaint with the Commission, there are no due process issues that DTE
Electric’s implementation of the opt-out program raises.

The RCG takes exception to the PFD’s rejection of its arguments that the AMI program and
opt-out tariff deprive customers of advance notice and consent. The RCG argues it is undisputed
that the utility is terminating service to customers who refuse to accept the installation of a smart
meter. The RCG further alleges that the utility has implemented its AMI program so that
“hundreds of transmitting smart meters are strung together in a *party-line’ fashion” resulting in
the transmission of data being forwarded from one customer’s meter to another’s at up to 400-500
locations before the data is transmitted in bulk to DTE Electric’s downtown Detroit data receiving
infrastructure. The RCG claims that customers are unaware that this is happening and further
contends that the health, safety, and privacy impacts of this aggregated data transmitting system
have not been addressed. The RCG further argues that the lack of advance notice and consent
violates due process principles of the United States and Michigan Constitutions.

With respect to the RCG’s arguments that DTE Electric’s AMI program and related opt-out
option deprive customers of advance notice and consent, the Commission disagrees. There was
evidence that the utility’s customers agree to specific conditions of service when they become a
customer and that this consent allows the utility to install metering equipment required to provide
service. 5 Tr 742. Customers may elect to opt out at any time for any reason, and when this
happens, the AMI meter is installed with the radio in the off position. As of October 31, 2014,
DTE Electric had approximately 3,900 customers who had elected to opt out. 1d. Instead of utility
service being shut off, the company changes a customer’s analog meter to a non-transmitting AMI
meter. 5 Tr 825. This testimony suggests that customers are informed of the option to opt out of

AMI in advance of a change in metering equipment. Further, the requisite AMI and opt-out
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notification was an issue that the Commission addressed in Case No. U-17053, both in the initial
case proceeding and on rehearing. On rehearing in that case, the Commission was asked to
consider the adequacy of the utility’s letter that provided customers advanced notice of the planned
AMI meter installation and the customer’s option of opting out as well as the cost to opt out. The
Commission granted rehearing to make sure that customers receive adequate notification pursuant
to the notification procedures approved in that case. Accordingly, the Commission disagrees that
DTE Electric’s customers are being deprived of advance notice and consent in violation of Due
Process.

3. Constitutional Challenges to the Opt-Out Program

Regarding the RCG’s constitutional challenges alleging the deprivation of privacy rights, the
ALJ observed that the Court of Appeals expressly rejected the argument that the AMI program
violates customers’ rights under the Fourth Amendment of the United States Constitution. Inre
Application of Detroit Edison Company To Implement Opt Out Program, supra. The ALJ further
agreed with DTE Electric’s argument that the Commission and the utility have established
significant data privacy protections that preclude the use of data collected from a customer for
non-utility purposes without that customer’s express consent.

The RCG takes exception arguing that the PFD does not adequately address its argument that
the Commission’s tariffs authorizing AMI and opt-out fees deprive customers of their privacy
rights under the Fourth and Fourteenth Amendment of the United States Constitution, and under
Art 1, 8 11 of the Michigan Constitution. The RCG argues that the Commission’s approval of the
opt-out tariff and the AMI program constitutes the requisite state action necessary to assert a
constitutional violation. The RCG further contends that the tariffs and funding of the program

invade a customer’s reasonable expectation of privacy. In addition, the RCG asserts that the
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Commission lacks the jurisdiction to waive individual customers’ Fourth Amendment
constitutional rights.

DTE Electric replies that this argument lacks merit, citing a Court of Appeals case where the
Court held that the appellants failed to show that installation of either a transmitting or non-
transmitting AMI meter constitutes a search or that DTE Electric acts as an agent of the
government.

Regarding the RCG’s claims that Commission approval of AMI and the opt-out program
invade a customer’s “reasonable expectation of privacy” in violation of the Fourth Amendment,
the Commission already considered and rejected this argument in Case No. U-17735. There, the
Commission determined that mere approval of an opt-out tariff is not state action. See, the
Commission’s November 19, 2015 order in Case No. U-17735, citing Jackson v Metro Edison Co,
419 US 345, 357; 95 S Ct 449; 42 L Ed 2d 477 (1974). In Case No. U-17735, the Commission
also relied on binding Court of Appeals precedent, In Detroit Edison v Stenman, __ Mich App
__;___ Nwa2d __ (2015) (Docket No. 32103) in concluding that the installation of smart meters
does not constitute governmental action. Thus, for the reasons already expressed in the
Commission’s November 19, 2015 order in Case No. U-17735, the Commission concludes that the
RCG has failed to establish a Fourth Amendment violation. Further, because neither the
installation of smart meters nor the administration of the opt-out tariff violates an individual’s
Fourth Amendment rights, the RCG’s argument that the Commission lacks the jurisdiction to
waive an individual’s Fourth Amendment rights is rejected.

4. Evidentiary Support for Continued Opt-Out Charges
Regarding the current opt-out program, the ALJ concluded that there is no basis in the record

for the Commission to eliminate or revise the opt-out fees. The ALJ rejected the RCG’s
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arguments that the utility failed to provide updated cost support for those fees and that the opt-out
charges are punitive. The ALJ also recommended adopting the Staff’s proposal that the
Commission should wait until installation of all AMI meters is complete before revising the opt-
out charge because the total number of utility customers opting out is unknown at this time. The
ALJ recommended that the Commission require the utility to file an update to the charge either in
its next rate case or six months after the completion of the AMI meter deployment, whichever
happens first.

The RCG takes exception to the PFD’s recommendation that the existing opt-out initial and
monthly surcharges should be continued arguing there is no specific cost support or a formal cost
of service study presented in this rate case to support the continuation of those surcharges. The
RCG further asserts that it presented convincing support from which the Commission can
conclude that those surcharges should be reduced to zero. The RCG argues that the utility’s past
cost estimates applicable to opt out customers are based on unnecessarily inflated self-serving
assumptions, such as monthly manual meter reading costs that ignore the existence of other
permissible methods of meter reading at reduced cost.

DTE Electric did not address this specific exception in its replies, other than to point out that it
has already obtained approval for its opt-out program from the Commission and that the
Commission’s order approving the program in Case No. U-17053 was affirmed by the Court of
Appeals. Thus, the utility views approval of its existing program, and the Commission’s rejection
of all related challenges to that program that were first brought up in Case No. U-17053, to be a
matter of settled law. DTE Electric also points out that it is not seeking to change the program or
its surcharges. Thus, it is apparent that the utility views additional cost support for the program as

unnecessary at this time.
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The Staff replies that the Commission should reject this argument because DTE Electric has
not proposed any changes to its opt-out charges in the instant case and those charges were
adequately supported when the Commission approved them in Case No. U-17053. The Staff also
supports the PFD’s recommendation that the Commission should not revise the charges now, but
should adopt the Staff’s proposal that requires the utility to file an application for review of the
charges either in its next rate case, or six months after the installation of the AMI meters is
complete, whichever comes first.

The Commission agrees with the RCG that no new formal cost of service study (COSS) or
other cost support was introduced in this rate case to justify the current opt-out program charges.
This fact is not disputed. However, the Commission also agrees with DTE Electric and the Staff
that ample cost support was presented regarding the approved charges in Case No. U-17053.
According to Pennwalt Corp v Public Serv Comm, supra at 9, the Commission may rely on that
evidence and the Commission’s previous determinations regarding those surcharges in this case in
the absence of new evidence or evidence of a change of circumstances that would necessitate a
reconsideration. It is worth noting that Case No. U-17053 was a contested case proceeding that
met the requirements of the Michigan Administrative Procedures Act of 1969, MCL 24.201, et
seg. (APA), and satisfied due process concerns such as notice and an opportunity to be heard.
Many utility customers intervened in Case No. U-17053 and the RCG could also have intervened.
Further, the fact that the Court of Appeals affirmed the Commission’s approval of DTE Electric’s
opt-out program and charges further assures the Commission that its decision in Case No. U-
17053 is supported by competent, material, and substantial evidence on the whole record. Here, in
the absence of new evidence or evidence of a change of circumstances, the Commission concludes

that the current opt-out charges are appropriate and supported by the record evidence supplied in
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Case No. U-17053. The Commission also agrees with the PFD and adopts the Staff’s proposal
recommending a review of the utility’s opt-out charges in either its next rate case or six months
after the completion of AMI meter installation, whichever occurs first.

Another reason that the RCG argues the opt-out costs should be reduced to zero is the fact that
they comprise a very small portion of the revenues that make up the utility’s total revenue
requirement. In addition, the RCG points out that DTE Electric failed to reveal its incremental
cost of compiling and calculating the costs DTE Electric charges to opt-out customers.

Because there is no new evidence that compels the Commission to take a second look at the
appropriateness of the opt-out charges it approved in Case No U-17053, the Commission rejects
the RCG’s proposal that the opt-out charges should be reduced to zero. Although the RCG is
correct when it points out that the amount of revenue the utility receives from the opt-out charges
is small in comparison to the company’s total revenue requirement, this fact alone does not
convince the Commission that charges designed to cover the costs of opting out should be waived
altogether. As discussed in Case No. U-17053, those charges were designed to cover costs
associated with disabling the transmitting feature on the AMI meter, as well as to cover the costs
associated with manually reading the meter on a monthly basis. Reducing the charges to zero
would be tantamount to either making the utility shoulder those costs or allowing it to pass those
costs on to all customers regardless of whether they opt out of AMI. Having already determined
the costs are reasonable and prudent, there is no evidence in this case that supports either denying
recovery of those costs or imposing them on those who may not incur them.

The RCG further criticizes the validity of the opt-out fees by arguing that the fees were
determined at the beginning of AMI deployment when valid actual cost data did not exist. The

RCG argues that DTE Electric and the Staff may not rely on past practice to support the
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continuation of the fees because the APA requires evidentiary support for the surcharges in the
form of “competent, material, and substantial evidence.” The RCG disagrees with the utility’s
claims that the opt-out fees are “settled law in Michigan.” Further, the RCG contends that relying
on past practice does not comport with contested case procedure requiring public notice and a
hearing and ignores the fact that ratemaking involves prospective legislative determinations not
subject to the principles of collateral estoppel and res judicata.

Although not dispositive, the Commission has, in the past, taken the position that a party may
not merely criticize calculations of costs or forecasts as being based on outdated information and
expect that the Commission will replace the costs with an alternate calculation or formula it
derives on its own. For example, in Case No. U-16191, an intervenor criticized a utility’s sales
forecast as outdated but neglected to provide the Commission with an updated forecast. In that
case, left with no other options, the Commission relied on the only sales forecast provided. See,
November 4, 2010 order in Case No. U-16191, pp. 59-60. Here, the RCG has criticized the
calculation of opt-out fees as based on invalid or non-existent cost data. Yet, the RCG offers no
alternative. The RCG was free to hire an expert and perform its own formal COSS with respect to
these surcharges but neglected to do so. Further, the Court of Appeals specifically determined that
the Commission’s approval of the existing opt-out surcharges is based on competent, material, and
substantial evidence when it affirmed the approval those costs in In re Application of Detroit
Edison Co To Implement Opt Out Program, supra. For these reasons, the Commission rejects the
RCG’s arguments criticizing the calculation of the opt-out charges or the evidentiary support for

those charges.
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5. Opt-Out Charges Are Duplicative and a Penalty

Regarding the RCG’s argument that opt-out customers are unfairly charged for both the cost
of opting-out and for the costs of the AMI program, the ALJ disagreed, referencing testimony that
the opt-out charges include credits that reflect the avoided costs of the AMI program.

The RCG takes exception to the PFD’s rejection of its argument, claiming that the surcharge is
duplicative because opt-out customers are paying for AMI in their rates while paying a surcharge
to opt out of AMI. The RCG argues that there was no cost support regarding the credits to the opt-
out fees that reflect the avoided costs of the AMI program. Further, the RCG insists that opt-out
customers are subsidizing the costs of the entire AMI program.

With respect to the RCG’s claim that the opt-out charges are duplicative, the Commission
disagrees. The RCG has failed to present any evidence supporting this assertion. Moreover, in
Case No. U-17053, the Commission approved the current opt-out surcharges which include a
credit that ensures opt-out customers are not also paying for the AMI program. Because the costs
associated with opting out and the amount of the credit opt-out customers receive to avoid funding
the AMI program were already vetted in Case No. U-17053, the Commission concludes that this
argument lacks merit. Further, although the RCG is correct that no cost support was introduced in
this case regarding the AMI credits included in the calculation of the current opt-out fees, this fact
is not dispositive and does not require the Commission to waive or reduce the already approved
and affirmed AMI opt-out charges.

The RCG further claims that the primary purpose for the opt-out fees is to discourage
customers from opting out and asserting their constitutional rights to refuse to consent to the

intrusive data collection technology at their homes. The RCG urges the Commission to eliminate
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opt-out fees altogether because they appear designed to impose penalties on opt-out customers
rather than to cover legitimate or supportable costs attributable to opt-out customers.

DTE Electric replies that the opt-out charges are not a penalty, but rather a voluntary cost-
based charge. The utility explains those costs include the resulting costs of having the AMI
meter’s transmitter turned off and the meter read manually by meter readers to avoid forcing the
customers who do not opt out to subsidize those costs. The company further argues that the opt-
out charges include credits reflecting the avoided costs of the AMI program, so that those who opt
out are not paying for costs associated with AMI.

Because the charges are cost-based, the Commission disagrees with the RCG’s position that
they are punitive in nature and are designed to discourage customers from opting out.

6. Revisions to Access Tariff

In response to the RCG’s request that the Commission revise the tariff provision that grants
DTE Electric employees reasonable access to customer’s premises, the ALJ disagreed, pointing
out that this tariff language has been in place since 1975 and noting that the RCG’s revision to that
language would not alter the utility’s rights under the Commission’s rules. No party took
exception to the PFD’s recommendations on this issue. Because the Commission finds the ALJ’s
conclusion reasonable, the Commission adopts the PFD’s recommendation and rejects the RCG’s
request.

7. Data Privacy

Regarding Mr. Sheldon’s argument that the utility’s existing privacy policy is vague and
unenforceable because the definition of “primary purpose” gives the utility too much discretion,
the ALJ found that Mr. Sheldon failed to properly develop this argument. Asto Mr. Sheldon’s

assertion that the non-transmitting meters fail to address customer privacy concerns, the ALJ
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similarly found that the privacy protections in place limit the use of protected information from
non-transmitting meters as well. 1d., p. 264.

In response to Mr. Meltzer’s argument that data breaches are common, the ALJ determined
that there is no showing from the evidentiary record in this case that the security concerns rise to
the level of concern required for financial information. 1d.; Meltzer’s initial brief, pp. 17-18. The
ALJ cited utility testimony indicating that DTE Electric is using the AMI meters to collect hourly
meter reads rather than the full range of detailed information that the meter is capable of
collecting, unless a customer requests more detailed information or is on a rate that requires more
detail. The ALJ further indicated that the utility has a cyber-security group that works to keep data
secure. PFD, p. 264.

The RCG takes exception, arguing that the PFD erroneously failed to recognize that the
Commission may not lawfully rely on its determinations in Case Nos. U-17000 and U-17102 as its
orders in those cases were not binding. Further, Mr. Meltzer takes exception, arguing that the
Commission should direct the utility to communicate the health and privacy reasons that exist that
might convince a customer to opt out.

DTE Electric replies that there are no outstanding privacy issues regarding AMI. The
company argues that it takes securing customer data privacy very seriously and complies with the
commission-approved tariff that describes the framework for customer data privacy practices and
policies that resulted from the Commission’s October 17, 2013 order in Case No. U-17102,

The Commission agrees with and adopts the PFD’s conclusions regarding the data privacy
arguments presented in this case. The Commission is satisfied that the utility’s data security
policy adequately addresses any data privacy concerns a customer may have. In fact, the

Commission created a separate docket in Case No. U-17102 to address just those concerns and
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established guidelines that a utility must follow in order to ensure data security. Further, no
evidence has been presented in this case that convinces the Commission that the privacy of a DTE
Electric customer who accepts installation of an AMI meter is at risk. Likewise, as noted above,
the Commission has never taken the position that a utility’s use of AMI meters threatens public
health. Accordingly, the Commission rejects Mr. Meltzer’s request that the Commission require
DTE Electric to communicate the health and privacy reasons that exist for opting out of AMI.

Regarding the RCG’s argument that the Commission may not lawfully rely on its
determinations in Case Nos. U-17000 and U-17102, the Commission rejects this argument and
points out that the Court of Appeals held otherwise in In re Application of Detroit Edison Co To
Implement Opt Out Program, supra. There, the Court held that the Commission may rely on its
determinations in Case No. U-17000 and further concluded that any attempt to revisit the issues
addressed in Case No. U-17000 would constitute an unlawful collateral attack, citing Kosch v
Kosch, 233 Mich App 346, 353; 592 NW2d 434 (1999).

8. Health

The ALJ next considered the health concerns raised by Mr. Sheldon and Mr. Meltzer. The
ALJ pointed out that the primary health concern involves the radiofrequency (RF) electromagnetic
radiation that smart meters emit. DTE Electric and the Staff both argued that the Commission, in
Case No. U-17000, adopted the Staff report that addressed health concerns surrounding AMI
meters, concluding that such concerns were insignificant. The ALJ found the Commission may
rely on its determinations in that case. Regarding intervenor arguments that express health
concerns over the use of the non-transmitting meters, the ALJ opined that there is no evidence that

the non-transmitting meters DTE Electric is installing have caused health problems. The ALJ
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further concluded that there is no evidentiary support in this record that would require the
Commission to reconsider its prior decision to approve DTE Electric’s opt-out tariff.

Mr. Meltzer takes exception to the PFD’s conclusion that the Commission may rely on its
determinations in Case No. U-17000. Regarding the Federal Communications Commission’s
(FCC’s) findings that smart meters are safe technology, Mr. Meltzer identifies expert testimony
indicating that FCC standards are “grossly inadequate.” 10 Tr 2521. Mr. Meltzer argues that the
Environmental Protection Agency has expressed concern that the current FCC guidelines do not
directly address postulated non-thermal effects from chronic exposure to radio frequency (RF)
energy. Mr. Meltzer further relies on a major research paper from Harvard University in arguing
that the FCC is dominated by the industries it regulates. Mr. Meltzer further asserts that the Staff
report the Commission relied upon in Case No. U-17000 was “unbalanced and biased” citing
studies from research facilities beholden to the electric industry and placing great emphasis on the
FCC standards. He also criticizes the report because it does not include an author’s name and
further contends that the citations Dr. Carpenter presented were ignored. Thus, Mr. Meltzer
argues that the Commission’s final decision should consider providing a public forum that permits
the introduction of health and data security evidence.

The RCG argues that the PFD erroneously failed to recognize that the Commission may not
lawfully rely on its determinations in Case Nos. U-17000 and U-17102 as its orders in those cases
were not binding. The RCG also criticizes the Staff report that the Commission adopted in Case
No. U-17000 because it was not authored or sponsored by experts in the field of health or safety as
required by case law, and further argues that the PFD erroneously rejects the health, safety and

privacy concerns raised in this case.
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DTE Electric replies that, in Case No. U-17000 the Commission addressed health and safety
concerns and agreed with the Staff’s conclusions in its June 29, 2012 report in Case No. U-17000,
including the conclusion that smart meters represent a safe technology. The utility further points
out that customers who are concerned about the safety of RF emissions from smart meters may opt
out of the AMI program. DTE Electric also argues that the Court of Appeals rejected health,
privacy and Fourth Amendment arguments regarding AMI in a binding precedential decision and
urges the Commission to follow that precedent in this case. DTE Electric’s replies, p. 53, citing
Stenman, supra. The RCG, on the other hand, replies that it agrees with Mr. Meltzer and Mr.
Sheldon that the Commission has failed to implement proper hearings to ensure that health, safety,
and privacy matters relating to the AMI program are adequately addressed.

The Commission rejects the RCG’s and Mr. Meltzer’s argument that this is the appropriate
forum to revisit the health and safety determinations it already made in Case No. U-17000. The
Court of Appeals, in affirming the Commission’s approval of the opt-out program and charges in
Case No. U-17053, expressly stated that parties may not seek to revisit health and safety issues
that were the subject of the Commission’s orders in Case No. U-17000. In re Application of
Detroit Edison Company To Implement Opt Out Program, supra. According to the Court, the
time to address the health and safety aspects of AMI has passed and parties may not collaterally
attack the Commission’s decisions in Case No. U-17000. Id. Therefore, the Commission rejects
Mr. Meltzer’s argument that it should reconsider the health and safety concerns surrounding AMI.

9. Extending Opt-Out Program to Commercial Customers

The ALJ next rejected Mr. Sheldon’s argument that commercial customers should also be
given the option of opting-out of the program concluding there is no basis for revising the

Commission’s earlier determination that there was insufficient evidence that commercial
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customers wanted an opt-out program. No party took exception to the PFD’s recommendation
regarding this issue. Because the Commission finds the ALJ’s conclusion reasonable, it adopts the
PFD’s recommendation and rejects this argument.

10. Waiver of Opt-Out Charges for Apartment or Condominium Residents

Mr. Meltzer argued that opt-out customers who live in apartment or condominium complexes
where dozens of meters are clustered together will not receive the benefit of opting out for which
they are being charged. He further argued that this is particularly relevant for residents who have
medical conditions such as radio frequency sensitivity that motivate them to opt out. Mr. Meltzer
further took issue with the fact that the utility has failed to fully inform customers about why a
customer may choose to opt out, failing to provide a “balanced view” that addresses customer
concerns about health and privacy and instead providing a “myth-busting” page on the utility’s
website aimed toward quelling those concerns. Mr. Meltzer’s initial brief, p. 15. The PFD did not
address these issues and the ALJ made no specific recommendations regarding these concerns.

Mr. Meltzer takes exception to the PFD’s failure to offer the Commission any remedy or
direction regarding opt-out customers who live in apartments or condominiums and who do not
receive the benefit of the opt-out charges they are paying due to the fact that opting out only
disables one smart meter among multiple meters clustered together. He also argues that the PFD
failed to recommend that the Commission require DTE Electric to communicate the health and
privacy reasons that exist for opting out of smart meter installation. He suggests that, if more
people knew the reasons for opting out, more people would choose to do so, and that this would
affect the overall cost structure of the AMI program.

Although neither the PFD nor any party addressed this particular line of argument by Mr.

Meltzer, the Commission has considered its merits and concludes it must be rejected. First, if the
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Commission were to waive opt-out surcharges on health and safety grounds for those apartment or
condominium residents who choose to opt out because they believe they are not receiving any
health benefits from opting out, this would contradict the Commission’s stated position on the
health and safety risks associated with AMI. In Case No. U-17000, the Commission adopted the
Staff’s report and its conclusion that smart meters are a safe technology. Here, Mr. Meltzer’s
argument presupposes AMI meters are unsafe and pose a health risk, a position the Commission
has never adopted. Significantly, the Commission’s decision to permit customers to opt out allows
customers to opt out for any or no reason at all. More importantly, waiving costs for apartment or
condominium dwellers who choose to opt out would result in passing those costs on to other
customers who did not incur them, which is counter to cost-causative principles used in designing
rates. Indeed, the reason the Commission approved of the opt-out surcharges in Case No. U-17053
was to permit the utility to recoup the costs associated with disabling the AMI meter and providing
monthly manual meter readings. As already discussed, the Court of Appeals affirmed the
Commission’s approval of those costs and the Commission declines the invitation to re-litigate
those costs in the absence of new evidence or evidence of a change in circumstances. See, In re
Application of Detroit Edison Co to implement opt-out program, supra, and Pennwalt, supra.

11. Retention of Analog Meters

The ALJ also rejected the arguments of Mr. Meltzer and the Attorney General that DTE’s
removal and replacement of fully functioning analog meters with non-transmitting AMI digital
smart meters should be rejected as needless. The ALJ’s reasons for rejecting this proposal were
the Commission’s approval of DTE Electric’s existing AMI program, the fact that the utility has
almost completed installation of the meters, and the fact that the Commission’s decision has been

reviewed and affirmed by the Court of Appeals. PFD, pp. 258-259.
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Mr. Meltzer takes exception to the fact that the PFD did not adequately address his and the
Attorney General’s arguments in favor of customers retaining their analog or legacy meters as
opposed to the utility’s requirement that opt-out customers pay for a non-transmitting smart meter.
Mr. Meltzer disagrees with Staff witness testimony that this is merely a choice in utility equipment
and instead asserts that the implementation of smart meters represents a transformative paradigm
shift with health and privacy consequences. Like Mr. Meltzer, the Attorney General takes
exception to the ALJ’s rejection of his recommendation that the Commission should require DTE
Electric to permit customers to retain their analog meters arguing that Consumers Energy
Company permits customers to retain their existing analog meters.

The Attorney General reiterates arguments made during initial briefing including Mr.
Meltzer’s suggestion that a disabled non-transmitting smart meter is the functional equivalent of
an analog meter and that retention of the analog meters saves the expense of purchasing the new
smart meters as well as the labor costs to install them. He also reiterates Mr. Sheldon’s assertion
that the utility has failed to demonstrate that non-transmitting smart meters will address customer
health or privacy concerns. Thus, the Attorney General asks the Commission to consider an order
that grants DTE customers who opt out of the AMI program the option of retaining an analog
meter.

DTE Electric replies that this proposal ignores established precedent of the Supreme Court of
the United States that customers pay for service and not the utility equipment used to provide it
and that customers have no interest, legal or equitable, in utility property used for their
convenience or in the company’s funds. DTE Electric’s Replies, p. 51, quoting Bd of Pub Utility
Comm’rs v New York Tel Co, 271 US 23, 32; 46 S Ct 363; 70 L Ed 2d 808 (1926). The company

further relies on judicial precedent to argue that it is settled law that decisions regarding the type of

Page 108
U-17767



equipment to use are a matter of management prerogative. DTE Electric’s replies, p. 50. In
contrast, the RCG replies that it supports the exceptions of the Attorney General and Mr. Meltzer
advocating that customers should be able to retain their analog meters.

The Commission has considered the arguments put forward by Mr. Meltzer and the Attorney
General regarding customer retention of analog meters and rejects this proposal. As discussed in
the PFD, the Court of Appeals weighed in on this very issue when it affirmed the Commission’s
May 15, 2013 order in Case No. U-17053 (May 15 order). In the May 15 order, the Commission
concluded, among other things, that the utility’s residential non-transmitting smart meter option
was a satisfactory response to the Commission’s request that customers be permitted to opt out of
AMI. On appeal, the Court reasoned that any order by the PSC that required DTE Electric to
allow customers to retain analog meters would violate the holding in Union Carbide v Pub Serv
Comm, 431 Mich 135, 151-152; 428 NW2d 322 (1988) that the choice of meter equipment is a
managerial prerogative. In re Application of Detroit Edison Company To Implement Opt Out
Program, supra, p. 5. As the Court of Appeals has already decided this issue in a well-reasoned
judicial opinion that binds the parties to the case, the Commission must follow the Court’s
decision. Moreover, the Commission is likewise bound by the holding in Union Carbide that it
may not tell DTE Electric what metering equipment to use. Thus, the Commission rejects the
Attorney General’s and Mr. Meltzer’s proposal that customers be permitted to retain their analog
meters in lieu of accepting a non-transmitting smart meter.

12. Opt-In Approach

The RCG further argues in its exceptions that the Commission erred by not adopting an opt-in
approach to AMI that would address those same concerns. DTE Electric replies that the company

already has a Commission-approved AMI opt-out program that was affirmed by the Michigan
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Court of Appeals. It argues that there is no company proposal to change this approved and
affirmed program. Finally, it contends that the Commission is not required to re-litigate this ruling
just because a party continues to disagree with the program.

The Commission rejects the RCG’s proposal to implement an opt-in approach to smart meter
installation for the following reasons. First, requiring customers to opt-in to smart meter
installation is tantamount to the Commission telling the utility what metering equipment it may use
to provide service. This the Commission may not do. Union Carbide, supra, p. 151-152; In re
Application of Detroit Edison Co to implement opt-out program, supra, p. 5. In addition to this
limitation on the Commission’s authority, the fact that AMI meter installation is well underway
within DTE Electric’s service territory also presents challenges for adopting a different approach
at this time. There was evidence that, as of October 2014, the utility had installed over 1.5 million
electric meters, 337,000 AMI gas modules and 173,000 Advanced Meter Reading (AMR) gas only
modules for a total of over 2 million endpoints or 53% of the company’s planned meters. Further,
planned AMI meter installation is scheduled to be completed in 2017. Requiring the utility to start
over from scratch with a different approach now would be a waste of resources and would likely
result in increased costs that are ultimately passed on to ratepayers. Thus, the Commission rejects

the RCG’s proposal requiring DTE Electric to adopt an opt-in approach.
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VIl. REVENUE DEFICIENCY SUMMARY

In accordance with the foregoing findings, DTE Electric’s jurisdictional revenue deficiency

for the test year is computed as follows:

Rate Base $13,431,968,000
Adjusted Net Operating Income 619,913,367
Overall Rate of Return 4.62%
Rate of Return 5.6969%
Income Requirements 765,199,030
Income Deficiency (Sufficiency) 145,285,163
Revenue Conversion Factor 1.6393

Revenue Deficiency (Sufficiency) $238,171,788

VIIl. COST OF SERVICE

A. Production Cost Allocation

On June 15, 2015, pursuant to 2014 PA 169, (Act 169) the Commission issued an order (June
15 order) in Case No. U-17689, in which, inter alia, it approved a proposal to modify DTE
Electric’s then-existing 12CP 50-25-25 method of production cost allocation to 4CP 75-0-25,
finding that 4CP 75-0-25 better assures that rates are equal to cost of service. In addition, the
Commission approved the allocation of transmission costs based on 12CP 100-0-0, and it
addressed a number of rate design proposals, some of which are also addressed in this case and are
discussed in more detail below.

Although most parties to this proceeding considered production cost allocation resolved, DTE

Electric continued to argue that a production cost allocator based 100% on demand was more
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appropriate than the 4CP 75-0-25 method approved in the June 15 order. ABATE filed testimony
that likewise supported 4CP 100, however, ABATE did not present any arguments in its briefs.

The ALJ noted that the Commission recently addressed the appropriate production cost
allocation method for DTE Electric and determined that a 4CP 75-0-25 production cost allocator
best assures that costs are aligned with causation. She found that DTE Electric provided no new
information in this case that would support a change in the Commission’s recent decision.
Therefore, she recommended the use of a 4CP 75-0-25 production cost allocator for this case.

In its exceptions, DTE Electric claims that, although it agrees with the Commission’s decision
to move from 12CP 50-25-25 to 4CP 75-0-25, as an incremental improvement, the Commission
should nevertheless adopt the company’s proposed 4CP 100 production cost allocation method
because this method better aligns cost with causation. As it did in Case No. U-17689, DTE
Electric asserts that production costs allocated on a 100% demand basis places greater weight on
production capacity, an emphasis that is necessary in light of potential capacity shortfalls in
Michigan. DTE Electric contends that information from MISO, released after the June 15 order,
and the Commission’s determination in the July 23, 2015 order in Case No. U-17751, both of
which predict capacity shortfalls in the coming years, make it essential to assign production costs
to customers whose load characteristics drive those costs. DTE Electric again claims that
changing the production cost allocator to one that is 100% demand-based would send more
appropriate price signals and encourage customers who use the system less efficiently to increase
their load factors.

The Staff and MEC/NRDC reply, arguing that the Commission should adopt the PFD on this
issue. According to them, the ALJ correctly found that DTE Electric did not present anything new

in this case that would require the Commission to revisit this issue or change its decision from that
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in the June 15 order. They further assert that the Commission’s adoption of 4CP 75-0-25 was the
most appropriate production cost allocator that best matches costs to causation.

The Commission finds that DTE Electric’s exception should be rejected. As the ALJ, the
Staff, and MEC/NRDC/SC point out, DTE Electric’s arguments in this proceeding largely mirror
those that it made in Case No. U-17689. The alleged new information presented here simply
provides some limited additional information on DTE Electric’s claim that there may be capacity
shortfalls in the future that, the company contends, are best addressed through a 100% demand
allocator. This argument was considered, and dismissed, in the June 15 order, p. 21:

While there may possibly be capacity shortfalls in the future, as the Staff points out,

a change to a 4CP 100 method is not adequately refined to have a substantial

impact on that particular concern. Moreover, as the Staff, Energy Michigan and

MEC/CARE/NRDC explained, merely raising the overall cost of electricity does

not necessarily encourage customers to shift their usage from peak times, although

total energy consumption may decrease. Thus, the Commission rejects these claims

by DTE Electric in support of allocating production costs exclusively on the basis

of demand.

The Commission therefore reaffirms the 4CP 75-0-25 production cost allocation method for

use in this proceeding.

B. Uncollectibles Cost Allocation

The Staff recommended that the Commission revisit the issue of uncollectibles cost allocation
which, in the June 15 order, the Commission determined should be assigned based on historical
write-offs rather than by class revenue requirement. Energy Michigan supported the Staff, and
also proposed that, however allocated, uncollectibles be divided into power supply and distribution
charges.

Noting that the Commission decided both these issues in the June 15 order, and further

observing that the Staff and Energy Michigan presented no new evidence or arguments in this

case, the ALJ found that the proposals by the Staff and Energy Michigan should be rejected.
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The Staff takes exception to the ALJ’s recommendation. While recognizing that the
Commission recently decided this issue in the June 15 order, the Staff nevertheless reiterates that
uncollectibles costs are better allocated using an overall allocation method rather than by historical
write-offs. The Staff indicates that it intends to present additional evidence in future rate cases to
better support its position on uncollectibles cost allocation.

ABATE replied observing that the ALJ’s decision was supported by cost-of-service principles,
the NARUC Manual, and the June 15 order. DTE Electric also replied, arguing that the
uncollectibles allocation method approved by the June 15 order is more appropriate because it
comports with the principle of cost-causation by customer class.

The Commission finds that the Staff’s exception should be rejected. As the ALJ found, the
Staff’s allocation method was fully considered in the June 15 order, and the Staff presented no
new evidence or arguments in this proceeding that would require that the Commission revisit this

issue at this time.

IX. RATE DESIGN AND TARIFF ISSUES

A. Undisputed Matters

As an initial matter, the Commission observes that there were several rate design and tariff
issues that were contested and decided in the PFD, and there were no exceptions to the ALJ’s
findings and conclusions. Therefore, the Commission adopts the PFD’s recommended

modifications to Rate D8, line extensions,” residential and commercial distribution charges, senior

> DTE Electric takes exception insofar as the PFD found that, in rejecting a proposal by
Energy Michigan, “DTEE’s proposed revisions be adopted.” PFD, p. 304. DTE Electric points
out that it proposed no revisions to the line extension policy. The Commission agrees and clarifies
that with respect to this issue, the company’s line extension allowances should not be altered.
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citizen credit, residential time-of-day participation cap, Rate D1.8, and the elimination of Rate D1,
D1.3,D1.4 and D1.5.

The Commission notes that DTE Electric and the Staff agreed that Rate D2 should be retained,
albeit closed to new customers, and the ALJ agreed. In its exceptions, the Staff points out that the
Staff’s recommendation to change the COSS to include Rate D2 was not addressed in the PFD.
According to the Staff, however, “the information necessary to separate D2 in the COSS,
consistent with Staff’s recommendation, is not in evidence in this case. Staff, therefore,
recommends that the Commission use Staff’s initial estimation procedure for the D2 revenue
requirement.” Staff’s exceptions, p. 10. The Commission agrees and directs that the COSS be
modified to include Rate D2 in future filings, with the revenue requirement estimated in this case
using the Staff’s original procedure.

Finally, in its exceptions, the Staff clarifies that although, in the June 15 order, the
Commission did direct the company to make Dynamic Peak Pricing (DPP) and time-of-use (TOU)
rates available to all customers, the Staff’s recommendation in this case, that DTE Electric
incorporate on-peak, off-peak, and seasonal differences in its power supply costs into its rate
design, was a distinct recommendation that was not addressed as such in the PFD. The Staff
therefore urges the Commission to adopt this proposal and direct DTE Electric, either in its next
rate case or in a special proceeding (after all AMI meters have been installed) to include on-peak,
off-peak, and seasonal rates into its basic rate offerings.

The Commission notes that this proposal was unopposed, and it agrees that the Staff’s
recommended modifications to the company’s default rate offerings will send more accurate price
signals and allow customers to make informed decisions about energy use based on the cost of

energy as it varies over time. The Commission therefore directs the company to incorporate
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proposals for on-peak, off-peak, and seasonal differences in power supply costs, both energy and
capacity, into its rate design once it has completed full implementation of its AMI program.

The implementation of a Stand-by Rates workgroup was uncontested by the parties to this
proceeding. The Commission notes that the convening of such a workgroup was approved in the
November 19, 2015 order in Case No. U-17735, and the Commission directs the Staff to assure
that DTE Electric is included in that workgroup. The parties in this case also agreed to the Staff’s
recommendation that DTE Electric provide periodic reports to the Staff on the status of the
company’s cyber-security efforts. The Commission agrees and finds that this recommendation
should be approved.

B. Customer Charges

DTE Electric proposed to increase the monthly service charge for residential customers from
$6.00 to $10.00 per month. Similarly, DTE Electric recommended increasing monthly service
charges for commercial secondary customers from $8.78 to $16.00, and from $275 to $375 for
primary customers. The company contended that its COSS actually supported much more
significant increases: to over $25.00 per month for residential, $87 per month for commercial
secondary, and $1222 per month for primary customers. However, in the interest of gradualism,
DTE Electric proposed more modest adjustments in this case. See, Exhibit A-13 Revised,
Schedule F1.5.

The Staff opposed the company’s recommendation, pointing to the Staff’s COSS, contained in
Exhibit S-12, which supported a customer charge of slightly more than $6.00 for residential
customers and $8.70 for commercial secondary customers. According to the Staff, the company’s
COSS included a number of customer-related costs that were inappropriately assigned to the

customer charge. The Staff cited previous Commission orders that defined the costs that are
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properly included in the customer charge. The Staff recommended that, based on its COSS, the
current customer charges should remain the same for residential and commercial secondary
customers. DTE Electric subsequently made corrections to Exhibit S-12 and presented alternative
charges in Exhibit A-24, Schedules N1 and N2.

MEC/NRDC/SC likewise opposed DTE Electric’s proposed customer charges for residential
and commercial secondary customers. Echoing the Staff, MEC/NRDC/SC contended that DTE
Electric misallocated costs to the customer charge, and that the customer charge should only
include the cost of the service drop, metering, account maintenance, and distribution transformers.
MEC/NRDC/SC claimed that increasing the allocation of costs to fixed charges would increase the
energy burden on low-income customers who tend to use less energy and therefore would face a
much higher percentage increase in their electric bills if DTE Electric’s proposal is approved.
MEC/NRDC/SC also argued that increasing the amount of the bill that is fixed, while decreasing
the unit cost of the variable charge, disincentivizes energy efficiency investments, and reduces the
benefits of energy efficiency for customers who have already made these investments. ELPC
similarly opposed the increase in monthly residential and commercial charges and argued that
DTE Electric failed to meet its burden of proof to demonstrate that increasing monthly fixed
charges for residential and commercial customers is reasonable.

Kroger asserted that charges for primary customers should be set at $100 per month, or, at the
very least, should not be increased above the current $275 per month.

The ALJ found that DTE Electric had not demonstrated that its proposed increases in
customer charges for residential and commercial secondary customers were reasonable. She noted
that the company’s cost analysis had been discredited by several witnesses and that DTE Electric

did not provide an adequate response to the policy criticisms presented by MEC/NRDC/SC and
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the ELPC. Further, the ALJ agreed with the Staff that DTE Electric’s corrections to the Staff’s
COSS were not timely and therefore could not be validated by the other parties.

With respect to primary voltage customer charges, the ALJ recommended that the monthly
charge be “revised” to $275, with a customer charge of $375 per month for subtransmission and
transmission-level customers in accordance with the company and the Staff’s recommendation.
PFD, p. 291.

DTE Electric takes exception, noting that there appeared to be a typographical error in the
PFD and asserting that it actually proposed to revise the customer charges for all primary
customers from the current $275 per month to $375 per month. DTE Electric requested that the
Commission clarify the ALJ’s decision and adopt the company’s proposal to increase primary
customer charges from $275 to $375 per month.

The Commission agrees that there does seem to be an error in the PFD in the discussion about
proposed revisions to customer charges for primary customers. The Commission nevertheless
agrees with the ALJ’s central recommendation that monthly customer charges for primary
customers should remain at $275, except for transmission and subtransmission customers, whose
charges should be increased to $375 per month as supported by Exhibit S-12 and Exhibit A-24.

DTE Electric also takes exception to the ALJ’s recommendation to keep customer charges for
residential and commercial secondary customers at their current levels. DTE Electric contends
that the ALJ was swayed by unsubstantiated “policy rhetoric” rather than the evidence supporting
an increase in customer charges for residential and commercial secondary customers. DTE
Electric’s exceptions, p. 110. DTE Electric points out that, for low-income customers, the
increased customer charge will be offset by an increase in the low-income credit, thus, its proposal

is not regressive. DTE Electric adds that the claim by MEC/NRDC/SC that low-income customers
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tend to be low energy users was contradicted by MEC/NRDC/SC’s own evidence. Further, DTE
Electric argues that the changes it proposes will have a minimal impact on energy efficiency
investments and will not result in inaccurate price signals because the great majority of most
customers’ bills will still be based on variable charges.

In response, the Staff urges the Commission to adopt the PFD, noting that the “policy
rhetoric” to which the company objects, is in fact fundamental to regulation as a substitute for the
market. According to the Staff, “Regulation ensures that, to the extent possible, prices reflect what
would prevail were the regulated company operating in a competitive environment. In other
words, prices should reflect marginal costs.” Staff’s replies, p. 28.

MEC/NRDC/SC similarly contend that the Commission should reject DTE Electric’s
exception and adopt the ALJ’s recommendation to retain the current service charges for residential
and commercial secondary customers. They argue that the ALJ’s decision was clearly based on
record evidence and that DTE Electric’s critique of MEC/NRDC/SC’s evidence on the regressivity
of increased customer charges was based on a selective reading of their analysis, and that energy
usage in DTE Electric’s system is indeed correlated with income.

The Commission finds the PFD well-reasoned and adopts its findings and conclusions
regarding the appropriate customer charges for residential and commercial secondary customers.
The Commission concurs with the other parties’ claims that DTE Electric’s COSS was flawed
because it included a multitude of costs that, although customer-related, are not costs that vary
with the number of customers on the system. As the Staff and others pointed out, the Commission
has determined that the costs to be included in the customer charge are the marginal costs
associated with attaching a customer to the system. In addition, as the Staff observed, the NARUC

Manual likewise supports using only the marginal costs of customer attachment in developing a
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customer charge. Accordingly, the Commission finds that customer charges for residential and
commercial secondary customers should remain at their current levels, $6.00 per month for
residential customers and $8.78 for commercial secondary customers.

C. Rate D11

As part of its Act 169 presentation in Case No. U-17689, DTE Electric proposed, and the
Commission approved, a new primary rate, Rate D11, that combined and replaced the company’s
existing primary rate classes D6, D6.1, and D7. Rate D11 recognizes the value of high load factor
customers because these customers have lower capacity costs, thus Rate D11 includes higher
demand charges but reduced energy charges. This proposal was unopposed in the Act 169
proceeding.

In this case, ABATE proposed a modification to the Rate D11 rate design, contending that the
voltage level discounts contained in the demand and energy charges are inadequate, resulting in
transmission and subtransmission customers paying rates above cost of service and providing a
subsidy to other primary customers in Rate D11. ABATE contended that Rate D11 should be
revised to include demand and energy charges that are different for each voltage level.

DTE Electric claimed that ABATE’s proposed refinement should be rejected on grounds that
ABATE’s underlying assumptions raised some concerns and because of the added complications
resulting from separate voltage level billing demands and separate on- and off-peak energy
charges. DTE Electric argued, “Until there is sufficient support for separate voltage level demand
and energy charges, any additional voltage level cost reductions should be accomplished by
increasing the existing voltage level discounts.” DTE Electric’s reply brief, p. 122.

Wal-Mart and the Staff agreed with DTE Electric that ABATE’s proposed rate design relies

on assumptions from the rate design stage of the case, not the cost-of-service stage and that it is
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difficult to calculate. The Staff further noted that both its and the company’s proposed rate
designs include a discount based on voltage level. The Staff added that, “Neither the Company
nor Staff proposed a change to these discounts in their design for Rate D11, but now both
recommend changing the rate’s power supply charges to reflect lower losses at transmission and
subtransmission voltage levels, and both recommend increasing existing voltage level discounts to
do so.” Staff’s initial brief, p. 75. In its reply brief, DTE Electric indicated that it was not
proposing to adjust power supply charges to reflect voltage level discounts in this proceeding.

The ALJ found that the Commission should “adopt Staff’s recommendation to use the
different loss factors for subtransmission and transmission level customers to increase to adjust
[sic] the discounts, with additional refinements to be considered in future cases.” PFD, p. 295.

DTE Electric takes exception arguing that the Commission should approve Rate D11 in the
same form that it was approved in the June 15 order. According to DTE Electric, it is not clear
what the PFD calls for, given that the Staff made no specific recommendation with respect to
transmission and subtransmission loss factors or discounts.

ABATE takes exception to the ALJ’s recommendation, to the extent that additional
calculations will be required after a final order is issued because “the other variables on the D11
rate will ultimately drive the amount of the discounts or credits used to resolve this issue for
subtransmission and transmission level customers.” ABATE’s exceptions, p. 9. ABATE therefore
recommends that the Commission, in its final order, direct DTE Electric to increase discounts for
transmission and subtransmission level customers.

The Staff disagreed that a calculation will be required after the final order in this proceeding.

According to the Staff, “The Commission can and should incorporate voltage level discount

Page 121
U-17767



changes in the rates approved as part of the final order based on differential loss factors.” Staff’s
replies to exceptions, p. 31.

The Commission agrees with the Staff, noting that in its initial brief, the Staff proposed, “to
recalculate the existing discounts based on the appropriate loss factors, while still designing rates
to collect the approved revenue requirement in total.” Staff’s initial brief, p. 75. Therefore, the
Commission finds that ABATE’s and DTE Electric’s exceptions should be rejected, and the
adjusted voltage level discounts, based on loss factors, shall be incorporated into rates as
recommended by the Staff.

D. Interruptible Supply Rider 10

DTE Electric proposed to eliminate the stack pricing power supply billing option available
under Interruptible Supply Rider No. 10 (Rider 10), and instead use the MISO market pricing
method for all Rider 10 customers. ABATE proposed to retain the stack pricing option until more
information is provided justifying the elimination of stack pricing. DTE Electric disagreed,
arguing that, although both the stack and MISO pricing methods produce similar results, the MISO
market pricing method is more transparent, and it eliminates the uncertainty and risks associated
with the stack pricing reconciliation process. The Staff agreed with DTE Electric that the stacking
method is unduly complex while the MISO pricing method, based on MISO locational hourly
marginal energy price at the appropriate load node, provides a more accessible price that measures
the same marginal power supply costs.

ABATE further argued that, because Rider 10 is an interruptible rate, Rider 10 customers do
not use DTE Electric generation. Thus, according to ABATE, production O&M costs should not
be allocated to this rate through the administration charge. DTE Electric disagreed, contending

that because Rider 10 customers benefit from the company’s generation resources through lower
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and less volatile MISO energy prices, these customers should bear some production O&M costs.
DTE Electric pointed out that the Commission agreed on the allocation of these costs in DTE
Electric’s last rate case.

The ALJ agreed with the company that because this issue was settled in a prior proceeding,
and because ABATE has provided no reason to revisit that decision, ABATE’s recommendation
should be rejected.

ABATE takes exception to the inclusion of production O&M expenses in the administrative
charge, repeating its argument that these expenses should not be included in Rider 10. ABATE
further contends that the previous rate order, on which DTE Electric and the ALJ relied, was in
error and ABATE continues to maintain that, because Rider 10 customers are interruptible, they do
not derive any economic benefit from production O&M. ABATE also takes exception to the
ALJ’s recommendation to eliminate the stacking option. ABATE reiterates that this option should
remain available until DTE Electric provides more support for its elimination.

The Commission agrees with the ALJ on both issues concerning Rider 10. As noted by the
company and the ALJ, the issue of including production O&M costs in Rider 10 was addressed in
the October 20 order, p. 100, where the Commission determined that Rider 10 customers “are [not]
overallocated production costs simply because more of their load is purchased through MISO.”
Because ABATE raises nothing new in its arguments here, the Commission finds that ABATE’s
exception should be rejected.

The Commission also agrees with DTE Electric and the Staff that the stack pricing method
should be eliminated under Rider 10. As these parties point out, the results from the MISO pricing
method are comparable to those obtained from the stacking method, and the MISO pricing option

is more transparent and less complex than the stacking method.
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E. Standby Service under Rider 3

DTE Electric proposed to eliminate the power supply pricing option for standby service under
Standard Contract Rider No. 3 (Rider 3) because it does not have cost-of-service support. ABATE
proposed keeping the option instead. According to DTE Electric, however, “ABATE is proposing
to have MISO option customers pay a market-based charge for capacity (instead of their share of
the Rider 3 capacity costs determined through the COSS), with any differences recovered from
other customers. This results in intra-class subsidies within the D11/Other cost of service class,
and should be rejected.” DTE Electric’s initial brief, p. 134. In response, ABATE contended that
DTE Electric should retain the power supply pricing option so that it may be addressed by the
Standby Rates Workgroup proposed by the Staff.

In its initial brief, ABATE argued that, “historically, the Administrative Charge for Rider R3
has been the same for the Administrative Charge in Rider R10. DTE’s proposed Administrative
Charge for Rider R3, like that for Rider R10, presently includes fixed costs associated with
production plants. The Commission should adopt for the power supply option Rider R3 the same
Administrative Charge that it does for Rider R10.” ABATE’s initial brief, p. 24. And in its reply
brief, ABATE pointed out the asymmetry between DTE Electric’s proposal under Rider 10, where
the market option will be retained, and Rider 3, where DTE Electric proposes to eliminate this
option.

The ALJ did not make a recommendation concerning DTE Electric’s proposal to eliminate the
power supply pricing option. Both ABATE and the company take exception to this omission. The
ALJ also did not address ABATE’s observation that administrative charges for both Rider 10 and

Rider 3 should be the same. ABATE takes exception.
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DTE Electric contends that the ALJ’s failure to explicitly address DTE Electric’s proposal
implicitly means that the proposal was rejected. In addition, DTE Electric expresses disagreement
with the Staff’s Rider 3 secondary voltage distribution charges as “not consistent with the
Company’s design methodology and existing Rider 3 tariff.” DTE Electric’s exceptions, p. 118.
DTE Electric reiterates that ABATE’s recommendation to retain the power supply pricing option
should be rejected on grounds that it is not cost-of-service based and results in intra-class
subsidies. DTE Electric adds that the focus of the Standby Rates Workgroup will be distributed
renewable and combined heat and power generation, thus, it is not necessary to direct other
Rider 3 concerns to that forum.

ABATE observes that the ALJ made no recommendation concerning whether to retain the
market supply power option for Rider 3 customers, nor was ABATE’s claim that the
administrative charge for Rider 3 and Rider 10 should be the same addressed. ABATE maintains
that the power supply option should be retained until the Standby Rates Workgroup completes its
evaluation. ABATE further argues that, “eliminating this option will eliminate the incentive for
co- and self-generation that promotes customer-owned capacity that strengthens the grid.”
ABATE’s exceptions, p. 12. ABATE reasserts that the Rider 10 and Rider 3 surcharges should
mirror each other and adds:

It is worth noting here, as ABATE did in its Reply Brief, that while DTE argues
that the R3 Market Option is inconsistent with cost-of-service principles, DTE
favors the same option in R10 because it is transparent and efficient because it
offers the identical MISO LMP price. Those same market efficiency reasons,
which DTE chooses to ignore in the context of the R3 Market Option, support
keeping the R3 Market Option, which also offers customers the MISO LMP price.
DTE has not articulated a reason that a market efficiency pricing option in R10

should be used while a market efficiency pricing option in R3 should be eliminated.

ABATE’s exceptions, p. 12 (citations omitted).
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In reply, DTE Electric again argues that the market power supply option should be eliminated
based on cost-of-service principles, as demonstrated by the record in this case. With respect to
ABATE’s claim that Rider 3 and Rider 10 should be treated the same, the Staff replies:

These two riders represent polar opposites as far as a customer’s impact on the
system. Interruptible customers help the Company mitigate risk during supply
emergencies by allowing the Company to drop load from the system. Standby
customers, on the other hand, increase the risk; the Company may need to meet
their load during supply emergencies, which hinders the Company’s ability to deal
with an emergency. The point is, R3 and R10 customers differ in important ways,
so it makes sense to treat them differently.
Staff’s replies to exceptions, p. 32.

The Commission finds that ABATE’s exceptions should be rejected, and that the record
justifies the elimination of the power supply market option. Specifically, the Commission finds
that the record supports DTE Electric’s claim that the power supply market option is not cost-
based and results in intra-class subsidies. Further, the Commission agrees with the Staff that, for
Rider 3 and Rider 10, the continuation of the market option for one and not the other is supported
when considering the impact of Rider 3 and Rider 10 customers on the system. Finally, the
Commission agrees that DTE Electric’s proposed secondary distribution rate design method for
Rider 3 is reasonable. As the company pointed out, not only does its proposed rate design comport
with the findings in Case No. U-10102, the Staff’s rate design method only utilizes the distribution
demand charge and zeros out the distribution energy charge, which is inconsistent with the

currently approved tariff. Because no party proposed to change the tariff, DTE Electric’s rate

design method is appropriate.
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F. Experimental Load Aggregation Pilot

DTE Electric proposed to eliminate the Experimental Load Aggregation Pilot (ELAP) on
grounds that the program, which allows primary customers with multiple sites, to aggregate their
power supply billing demands, was not cost-based and therefore results in intra-class subsidies.

Kroger objected to DTE Electric’s proposal and argued that instead of eliminating the ELAP,
it should be found to be cost-based, and it should be made permanent. According to Kroger, DTE
Electric failed to present evidence to demonstrate that the ELAP is not cost-based and, in fact, the
ELAP eliminates the subsidy that multi-site customers would pay under Rates D4 and D6.

The ALJ agreed with Kroger and found that DTE Electric had failed to provide a COSS or
analysis to show that the ELAP is not cost-based and should therefore be eliminated. She
therefore recommended that the ELAP continue until the company’s next rate case when DTE
Electric will have the opportunity to present an analysis of this rate.

DTE Electric takes exception, arguing that it demonstrated that the ELAP resulted in Rate D4
and D6 customers paying higher rates to subsidize ELAP customers who receive a rate reduction
simply due to ownership of more than one site. Because of these intra-class subsidies, DTE
Electric maintains that the ELAP should be eliminated. Specifically, DTE Electric contends:

[T]he fact that the ELAP does nothing to alter the Company’s costs or the
allocation of costs, and yet reduces rates paid by ELAP customers, proves that the
ELAP is not cost based (4 T 568-569). Instead, with ELAP customers paying
reduced rates for unchanged costs, the costs must be shifted elsewhere. Kroger
witness Mr. Townsend’s further proposition that “ELAP eliminates the subsidy that
multi-site customers would otherwise pay on behalf of single-site customers —-by
placing multi-site and single-site customers on an equal footing” (9 T 2775) is
baseless and backwards from a cost-to-serve perspective. The ELAP is an unfair,
arbitrary pricing mechanism that allows a select group of customers to reduce their
billing demand costs based on ownership at the expense of other customers. (4T

560, 569-70).

DTE Electric’s exceptions, p. 120.
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With respect to the ALJ’s finding that the company failed to provide sufficient analysis to
demonstrate that the ELAP is not cost-based, DTE Electric points to testimony by Timothy A.
Bloch, a Principal Financial Analyst in Regulatory Affairs for DTE Energy Corporate Services,
LLC, at4 Tr 559-561.

The Commission agrees with DTE Electric and finds that the record supports the elimination
of the ELAP due to the intra-class subsidies created by this rate. Specifically, the Commission
concurs with Mr. Bloch who pointed out, “The fact that the ELAP does nothing to alter the
Company’s costs or the allocation of costs to cost of service classes and yet reduces rates paid by
ELAP customers is proof that the ELAP is not cost based.” 4 Tr 569. Accordingly, the
Commission finds that the ELAP should be terminated.

G. Municipal Lighting

DTE Electric proposed to unbundle the per-lamp charge for municipal street lighting and
outdoor protective lighting into a customer service charge, fixture charge, and an energy charge.
According to DTE Electric, this proposed structure will allow customers to better understand their
total charges, so that they will be able to make more informed decisions regarding which
technology and program may best serve their community. The Staff initially supported the
company’s proposals.

While many of DTE Electric’s proposed changes to its municipal and street lighting programs
were uncontested, the Municipal Coalition raised significant concerns with the company’s
proposal to eliminate its Experimental Efficient Lighting Technologies (EELT) tariff and to
transition the customers on that tariff to a new Rate E1 tariff. Among other things, the Municipal
Coalition took issue with the fact that many EELT customers made significant contributions in aid

of construction (CIAC) to install energy efficient light-emitting diode (LED) technology and these
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contributions are not taken into account in the E1 tariff. The Municipal Coalition also criticized
the Community Lighting Model that was used as the basis for DTE Electric’s E1 rate design and
the company’s cost allocations, noting that the company’s proposals actually discourage the
transition to more energy efficient lighting. And the Municipal Coalition also took issue with the
company’s proposed fixture and maintenance charges, arguing that these charges were overstated.
The Municipal Coalition therefore requested that the Commission decline to approve the
company’s proposals for changes to municipal and outdoor lighting and direct the company to file
a revised tariff, after consultation with the affected municipalities. Alternatively, the Municipal
Coalition requested that the Commission adopt its proposed tariff set forth in Exhibit MSL-19. In
its initial brief, the Staff reconsidered its position and indicated its support for a municipal lighting
collaborative. The Attorney General also supported a lighting collaborative.

The ALJ agreed with the Municipal Coalition that DTE Electric failed to support the
reasonableness of its revisions to its municipal lighting tariff. She noted that DTE Electric’s EELT
requires a significant CIAC, however the E1 tariff does not take this into account. Although DTE
Electric contended that many of these contributions came from grants, she agreed with the
Municipal Coalition that the source of CIAC funds was irrelevant. Further, she disagreed that
simply because municipalities were aware that the EELT could be changed did not mean that the
company’s changes were just and reasonable. Accordingly, the ALJ agreed with the Municipal
Coalition, the Staff, and the Attorney General that a municipal lighting collaborative should be
ordered by the Commission. Alternatively, the ALJ suggested that the Commission direct DTE
Electric to file a revised E1 tariff addressing the Municipal Coalition’s concerns. In the interim,
she recommended, according to the proposals by the Municipal Coalition and the Staff, that

existing rates be increased by an equal percentage.
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DTE Electric takes exception and urges the Commission adopt its proposed changes to
municipal and outdoor lighting charges and tariffs. DTE Electric notes that its proposals were
fully supported and that the Staff expressed its agreement on the record. While DTE Electric
admits that the Commission has the authority to order a collaborative, it nevertheless contends that
the Municipal Coalition’s vision of such a proceeding, if approved, would impermissibly impinge
upon the company’s management prerogative, analogizing to the Commission’s previous findings
on AMI.

In response, the Municipal Coalition presses the Commission to adopt the PFD. The
Municipal Coalition repeats its criticisms of the company’s proposed E1 tariff, noting that its
claims were either unrebutted or not sufficiently addressed. The Municipal Coalition maintains
that the best way to address its concerns is through a collaborative. The Staff agreed with the
Municipal Coalition.

The Commission finds persuasive the extensive analysis and recommendations of the ALJ and
agrees that the most reasonable course to arrive at appropriate rates for municipal lighting is to
increase current lighting rates by an equal percentage and allow interested parties to engage in a
Municipal Lighting Collaborative. The Commission therefore directs the Staff, within 90 days of
the date of this order, to initiate a Municipal Lighting Collaborative comprised of the company and
other interested parties to address the appropriate method and inputs for designing rates for
municipal and outdoor lighting.

H. Low-Income Programs

DTE Electric proposed to modify its Residential Assistance Credit (RIA) by increasing the
credit amount commensurate with its proposed residential customer charge and by adding a

Residential Service Special Low Income Pilot tariff (Rate D1.6).
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Under Rate D1.6, customers will receive a $40 bill credit each month. To qualify for this rate,
the customer must also qualify for Rate D1 and must have been billed $1,700 or less for electric
service over the previous 12 months. In addition, a qualifying customer must provide annual
evidence of receiving a Home Heating Credit or must provide confirmation by an authorized state
or federal agency verifying that the customer’s total household income does not exceed 150% of
the federal poverty level. DTE Electric proposed capping Rate D1.6 at 32,000 customers and
limiting enrollment in both the RIA credit and Rate D1.6 at 55,000 customers, which, the company
noted, is the current number of customers receiving the RIA credit.

The Staff, MEC/NRDC/SC, and the ELPC supported the company’s proposed Rate D1.6 but
opposed the company’s cap on the RIA credit. The Staff argued that the company’s concerns
about revenue stability were misplaced, noting that the RIA credit has been in place for several
years and, to date, only 55,000 customers are taking advantage of the credit. The Staff opined that
it appears exceedingly unlikely that there will be a large influx of customers at this time and that it
would be unreasonable to limit low-income program offerings to an arbitrary number of
customers. The other parties opposed to the cap point out that there are tens of thousands of
customers who qualify for the RIA who would be excluded if DTE Electric’s cap is approved.

The ALJ found that because there is currently no cap on participation in the RIA, imposing a
cap in this case would raise questions about how additional customers would be selected for the
program if space opens up.

DTE Electric takes exception, again arguing that Rate D1.6 and the RIA are designed to work
together and that eliminating the cap on the RIA program could potentially subject the company to
financial risks until rates can be reset in another rate case proceeding. Alternatively, if the

Commission decides to eliminate the cap on RIA participation, DTE Electric suggests that rates
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should be set assuming that 55,000 customers, rather than 23,000 customers, will receive the RIA
credit.

In reply, the Staff reiterates that the majority of interested, eligible customers are likely
receiving the RIA credit now, and the mere addition of Rate D1.6 will not result in thousands of
additional customers requesting a credit. The Staff therefore urges the Commission to reject DTE
Electric’s exception and adopt the PFD.

The Commission finds the PFD well-reasoned and adopts its findings and conclusions. The
Commission agrees with the Staff that simply because DTE Electric has decided to add a pilot low
income program, it does not stand to reason that thousands more eligible customers will be
flocking to a credit program that has been in place for many years.

I. Rider 16 Net Metering Time of Use

The Staff proposed to change DTE Electric’s time of use net metering tariff (Rider 16) to
allow customers to apply excess generation credits during time periods other than the time period
when the excess generation occurred.® Julie A. Baldwin, Manager of the Renewable Energy
Section of the Commission’s Energy Reliability Division, explained that in the case of solar, it is
typical to have the highest generation during the summer on-peak period. When net excess
generation credits are created during this time period, they are placed in a “bank” and can only be
applied to offset future usage in the summer on-peak time period. It is likely for these customers
to build up a balance of credits in the summer on-peak “bank” that will continue to increase
because there may never be a future summer on-peak time period where the customer uses more
energy than the solar generates. Ms. Baldwin added that not all customers are satisfied with DTE

Electric’s offer to move them to a standard, non-time-of-use rate.

® In other words, excess generation that occurs during a summer on-peak period can only be
carried forward and used to offset usage during a subsequent summer on-peak period.
Page 132
U-17767



According to the Staff, its proposal does not conflict with the Interconnection and Net
Metering Standards, Mich Admin Code, R 460.601-R 460.656 (Net Metering Rules), because
these rules do not specify how excess credits may be applied. The Staff therefore recommended
language to be added to Rider 16 that would comport with its proposal.

DTE Electric objected to the Staff’s proposal on grounds that it might confuse customers on
Rider 16 and that there may be scenarios where, under the Staff’s proposal, some customers may
be worse off; for example, where a customer might apply summer on-peak credits to winter on-
peak billing, leaving nothing for the next summer on-peak period. The Staff responded that the
company failed to provide net metering data to demonstrate how this might occur.

The ALJ found that the Staff’s proposed modification to Rider 16 should be adopted.

DTE Electric took exception, arguing that Rider 16 has been in place since the Net Metering
Rules were approved in 2009, and the Staff provided no compelling reason to change the tariff
now. DTE Electric further points out that while the Staff criticized the company for failing to
provide net metering data in support of its position, the Staff likewise failed to provide such data in
its presentation.

DTE Electric also argued that the Staff’s proposal is not timely, in light of the company’s
plans to implement Customer 360 in 2017. According to DTE Electric, implementing the Staff’s
proposed changes to Rider 16 now would require expensive and time-consuming changes to the
company’s soon-to-be retired billing system.

The Commission agrees with the Staff that its proposed changes to Rider 16 are reasonable
and comport with the Net Metering Rules. Nevertheless, the Commission finds persuasive the
company’s argument that it would be costly and inefficient to change the billing for the relatively

few net metering customers who are on Rider 16, when these changes could be made as part of the
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Customer 360 project. In addition, the Commission observes that there may be changes to

Michigan’s current net metering law as a result of proposed legislation currently being debated.

X. OFFICIAL NOTICE REQUESTS

On June 30, 2015, after the close of the record in this proceeding, the Staff filed a motion
requesting that the ALJ take official notice of a press release from Fitch Ratings announcing that
Fitch assigned a BBB rating to DTE Electric’s $300 million issuance of senior secured notes.
Among other things, the press release states that it assumed a 10% ROE for the company in
developing the rating. The Staff explained that it had not introduced the press release as an exhibit
because it believed that the report was confidential.

DTE Electric, ABATE, and the RCG opposed this request. DTE Electric and ABATE argued
that the press release does not contain technical facts within the Commission’s specialized
knowledge, but rather, contains speculation, especially with respect to assumptions about the
company’s ROE. They contend that under MCL 24.277, MRE 201, and Mich Admin Code, R
792.10428, the Commission may only take official notice of undisputed facts and not opinion.
DTE Electric and ABATE pointed to a disclaimer on the Fitch website that clearly states that
“Ratings are not facts, and therefore cannot be described as accurate or inaccurate.” DTE
Electric’s reply brief, p. 19.

The Staff also requested that the ALJ take official notice of a Texas Public Utility
Commission report (TPUC Report) about the potential health effects of AMI, which concluded
that there is no evidence suggesting harmful effects from low-level RF or that meters emit harmful
amounts of EMF. According to the Staff, although the TPUC Report was available before the
record closed, the Staff did not introduce it because it did not have a witness with personal

knowledge of the report to sponsor it as an exhibit.

Page 134
U-17767



The RCG and Mr. Meltzer opposed this request. The RCG contended that if official notice
were taken of the TPUC Report, official notice should also be taken of two reports that it
submitted in rebuttal. The RCG and Mr. Meltzer both objected to the fact that the Staff waited
until after the hearing to submit the report contending that the Staff’s request was far too late.

The ALJ found that both of the Staff’s requests should be denied. The ALJ noted that while
the Commission often takes official notice of updates of published market prices or indices,
neither of these documents could be characterized as such. With respect to the Fitch press release,
the ALJ found that there were disputes in the case concerning the significance to attach to credit
ratings generally, thus the Fitch report was likely to be controversial as well. Recognizing that
MCL 460.6a severely limits the time available to consider late-filed evidence, the ALJ found that
it was simply too late to reopen the record to address the Staff’s request.

The ALJ also found that while the TPUC Report may be the type of evidence the Commission
might consider in evaluating its response to AMI issues, the report met the requirements for an
authenticated document under MRE 901 and MRE 902, and therefore could have been entered into
the record without a sponsoring witness, thus giving the RCG and other parties an opportunity to
provide rebuttal.

The Staff takes exception and argues that the Commission may still take administrative notice
of these documents under MCL 24.277, and the Commission should do so if the Commission finds
the information helpful in arriving at a decision. The Staff points out that under MCL 24.277,
aside from giving other parties notice and an opportunity to dispute the fact or materiality of any
officially noticed matter, the Commission is not limited in taking official notice.

The RCG takes exception to the ALJ’s denial of its request to take official notice of rebuttal

studies regarding health and safety concerns relating to the utility’s AMI program, that the RCG
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presented in response to the Staff’s June 30 motion, and further takes exception to any official
notice accorded the Staff Report presented in Case No. U-17000 (Staff Report). According to the
RCG, the Staff Report was not sponsored by a credentialed witness in this proceeding, and the
Staff members who compiled the report lacked expertise in the matters contained in the report.

DTE Electric replies that the request by the RCG to provide rebuttal was an alternative
predicated on an official notice request made by the Staff. DTE Electric points out that the RCG
asked the ALJ to deny the Staff’s request to take official notice of the TPUC Report.
Alternatively, the RCG asked that the ALJ take official notice of its studies regarding health and
safety offered during rebuttal. According to the utility, the RCG only asked for official notice of
its studies if the ALJ failed to deny the Staff’s request for official notice of the Texas
commission’s report. Thus, when the ALJ denied the Staff’s request thereby granting the RCG the
relief it asked for, the RCG’s alternative request became moot. DTE Electric’s replies to
exceptions, p. 52.

The Commission finds that these exceptions should be rejected. The Commission agrees with
the ALJ that, because of the unforgiving time limits under MCL 460.6a, official notice requests,
especially those that may generate controversy regarding the materiality or weight of the evidence
proffered, can rarely, if ever, be entertained after the close of the record. With respect to the
RCG’s objection to the ALJ’s recommendation, the Commission finds that the RCG had adequate
opportunity to address the findings in the report. To the extent that the RCG objects to the Staff
Report on grounds that it does not meet the standards set forth in Daubert v Merrell Dow
Pharmaceuticals, 509 US 579 (1993), the Commission finds that the ALJ’s ruling should be
reviewed for an abuse of discretion. Because the Commission finds that the ALJ’s evidentiary

ruling admitting the Staff’s Report was not an abuse of discretion, the RCG’s exception is rejected.
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THEREFORE, IT IS ORDERED that:

A. Based on this order’s findings adopting a 2015-2016 test year, a jurisdictional rate base of
$13,431,968,000, an authorized rate of return on common equity of 10.30%, an authorized overall
rate of return of 5.70%, and a jurisdictional revenue deficiency of $238,171,788, DTE Electric
Company is authorized to implement rates that increase its annual electric revenues by
$238,171,788 on a jurisdictional basis over the rates approved in Case No. U-16472.

B. DTE Electric Company is authorized to implement the rates approved by this order on a
service rendered basis for service provided on and after December 17, 2015, as summarized in
Attachment A, and set forth in Attachment B. Within 30 days of December 11, 2015, DTE
Electric Company shall file tariff sheets substantially similar to those contained in Attachment B.
When filing the tariffs consistent with those ordered, DTE Electric Company shall also update the
Standard Allowance amounts on Tariff Sheet C-30.00, Section C6.2(4)(a) to be consistent with the
rates approved in this order. Due to the size of Attachment B, it is not physically attached to the
original order contained in the official docket or paper copies of the order, but is electronically
appended to this order, which is available on the Commission’s website.

C. On or before March 11, 2016, DTE Electric Company shall file an application for authority
to conduct a self-implementation reconciliation proceeding as required under MCL 460.6a(1).

D. Within six months of the date of this order, DTE Electric Company shall file its first report
on the project costs and the progress of implementation of the Customer 360 program in this
docket, and shall update that report every six months thereafter in this docket until the Customer
360 project is complete.

E. Within six months of the date of this order, DTE Electric Company shall file its first report

on the cost and reliability benefit of the enhanced vegetation management program compared to
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the benefit of the company’s traditional vegetation management program, and shall update that
report every six months thereafter in this docket until an order is issued in a subsequent rate case.
F. Within 90 days of the date of this order, the Commission Staff shall initiate a meeting with
DTE Electric Company for the purpose of discussing future analysis of the hazardous tree removal
program.
G. Within 90 days of the date of this order, the Commission Staff shall initiate a workgroup
comprised of the company and other interested parties to address the appropriate method and

inputs for designing rates for municipal and outdoor lighting.
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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. To comply with the Michigan Rules of
Court’s requirement to notify the Commission of an appeal, appellants shall send required notices
to both the Commission’s Executive Secretary and to the Commission’s Legal Counsel.

Electronic notifications should be sent to the Executive Secretary at mpscedockets@michigan.gov

and to the Michigan Department of the Attorney General - Public Service Division at

pungpl@michigan.gov. In lieu of electronic submissions, paper copies of such notifications may

be sent to the Executive Secretary and the Attorney General - Public Service Division at 7109
W. Saginaw Hwy., Lansing, MI 48917.

MICHIGAN PUBLIC SERVICE COMMISSION

/;/ B fenidifok

John D. Quackenbush, Chairman

Sy A Tty

Sally A. Talberg, Commissioner

/%/JW? S

Norman J. Saari, Commissioner

By its action of December 11, 2015.
: 77@3 %WQ

Mary Jo Kunkle, Executive Secretary
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Michigan Public Service Commission Case No.: uU-17767
DTE Electric Company Attachment A
Summary of Present and Proposed Revenue Page: 20of 4
by Rate Schedule
FOR ORDER
Total Revenues
(a) (b) (c) (d) (e)
Total Total Total Net Total Net
Present Proposed Increase/ Increase/
Line Revenue Revenue (Decrease) (Decrease)
No. Rate Schedule ($000's) ($000's) ($000's) (%)
1 Residential
2 D1/D1.6 Residential $ 1,942,099 $ 2,163,825 $ 221,725 11.4%
3 D1.1 Int. Air 37,005 39,199 2,194 5.9%
4 D1.2 TOD 17,025 17,126 101 0.6%
5 D1.7 TOD 8,424 9,710 1,286 15.3%
6 D1.8 Dynamic 1,609 1,878 269 16.7%
7 D1.9 Elec. Vehicle 1,073 1,230 157 14.7%
8 D2 Space Heating 38,687 39,762 1,075 2.8%
9 D5 Res. Water Ht. 19,703 23,408 3,705 18.8%
10 Total Residential $ 2,065,624 $ 2,296,138 $ 230,513 11.2%
11
12 Commercial
13 D1.1 Int. Air $ 528 $ 551 $ 22 4.2%
14 D1.7 TOD 631 656 25 4.0%
15 D1.8 Dynamic 0 0 0 -
16 D 1.9 Elec Vehicle 0 0 0 -
17 D3 Gen. Serv. 847,777 880,171 32,394 3.8%
18 D3.1 Unmetered 9,219 8,898 (321) (3.5%)
19 D3.2 Sec. Educ. 19,367 17,468 (1,899) (9.8%)
20 D3.3 Interruptible 9,071 9,563 492 5.4%
21 D4 Lg. Gen. Serv. 201,051 207,139 6,087 3.0%
22 D5 Com. Wat. Ht. 531 558 27 5.0%
23 E1.1 Eng. St. Ltg. 1,192 1,249 57 4.8%
24 R7 Greenhs. Ltg. 154 162 8 5.2%
25 R8 Space Cond. 8,643 9,110 468 5.4%
26 Total Commercial $ 1,098,165 $ 1,135,525 $ 37,360 3.4%
27
28 Primary
29 D11 Prim. Supply $ 1,018,075 $ 978,586 $ (39,489) (3.9%)
30 D6.2 Pri. Educ. 30,164 33,465 3,301 10.9%
31 D8 Int. Primary 86,902 77,768 (9,134) (10.5%)
32 D10 El.Schools 3,687 3,672 (15) (0.4%)
33 R1.1 Alt. Mtl. Melt. 3,679 3,194 (486) (13.2%)
34 R1.2 El. Pr. Htg. 34,083 31,689 (2,394) (7.0%)
35 R3 Standby 7,889 8,057 167 2.1%
36 R10 Int. Supply 93,647 111,679 18,032 19.3%
37 Total Primary $ 1,278,126 $ 1,248,109 $ (30,017) (2.3%)
38
39 Other
40 E1 Outdoor Lighting $ 55,897 $ 56,191 $ 294 0.5%
41 E2 Traffic Lights 3,430 3,452 22 0.7%
42 Total Other $ 59,327 $ 59,644 $ 316 0.5%
43
44 Total All Classes $ 4,501,243 $4,739,415 $ 238,172 5.3%




Michigan Public Service Commission Case No.: U-17767

DTE Electric Company Attachment A

Summary of Present and Proposed Revenue Page: 3of4
by Rate Schedule

FOR ORDER

Power Supply Revenues
(a) (b) (c) (d) (e)
Power Supply Present Increase/ Proposed

Line Sales Revenue (Decrease) Revenue
No. Rate Schedule (MWH) ($000's) ($000's) ($000's)
1 Residential
2 D1/D1.6 Residential 237,721 $ 1,039,583 $ 146,813 $ 1,186,396
3 D1.1 Int. Air 287,392 16,813 2,374 19,187
4 D1.2TOD 136,180 7,245 1,023 8,268
5 D1.7 TOD 111,582 4,806 679 5,485
6 D1.8 Dynamic 13,135 884 125 1,009
7 D1.9 Elec. Vehicle 8,709 605 85 691
8 D2 Space Heating 302,039 20,932 (1,901) 19,031
9 D5 Res. Water Ht. 215,704 8,531 1,205 9,736
10 Total Residential 1,312,462 $ 1,099,399 $ 150,403 $ 1,249,802
11

12 Commercial

13 D1.1 Int. Air 5,678 $ 372 $ (3) $ 370
14 D1.7 TOD 10,406 452 (3) 449
15 D1.8 Dynamic 0 0 0 0
16 D1.9 Elec. Vehicle 0 0 0 0
17 D3 Gen. Serv. 7,091,616 544,178 (3,829) 540,349
18 D3.1 Unmetered 84,739 5,900 (42) 5,859
19 D3.2 Sec. Educ. 150,428 11,585 (3,295) 8,290
20 D3.3 Interruptible 98,699 6,266 (44) 6,221
21 D4 Lg. Gen. Serv. 2,089,202 149,933 (3,042) 146,891
22 D5 Com. Wat. Ht. 7,624 341 (2) 338
23 E1.1 Eng. St. Ltg. 15,427 815 (6) 809
24 R7 Greenhs. Ltg. 2,442 107 (1) 107
25 R8 Space Cond. 83,383 5,571 (39) 5,532
26 Total Commercial 9,639,644 $ 725,520 $ (10,306) $ 715,214
27

28 Primary

29 D11 Prim. Supply 13,568,107 $ 917,729 $ (64,784) $ 852,945
30 D6.2 Pri. Educ. 334,038 23,636 (218) 23,419
31 D8 Int. Primary 1,241,153 77,099 (11,348) 65,751
32 D10 El.Schools 36,485 2,959 (27) 2,932
33 R1.1 Alt. Mtl. Melt. 49,778 3,108 (292) 2,816
34 R1.2 El. Pr. Htg. 497,159 27,925 (2,617) 25,308
35 R3 Standby 102,420 7,155 (505) 6,650
36 R10 Int. Supply 1,769,355 91,592 11,798 103,390
37 Total Primary 17,598,494 $ 1,151,203 $ (67,993) $ 1,083,210
38

39 Other

40 E1 Outdoor Lighting 226,909 $ 19,564 $ (8,027) $ 11,537
41 E2 Traffic Lights 58,264 1,200 (492) 709
42 Total Other 285,174 $ 20,765 $ (8,519) $ 12,246
43

44 Total All Classes 28,835,775 $ 2,996,887 $ 63,583 $3,060,473

Note: Present unmtrd. revenues are est. @ approximately 50%-D3.1; 35%-D9/E1/E2
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Distribution Revenues
(a) (b) (c) (d) (e)
Distribution Present Increase/ Proposed

Line Sales Revenue (Decrease) Revenue
No. Rate Schedule (MWH) ($000's) ($000's) ($000's)
1 Residential
2 D1/D1.6 Residential 237,721 $ 902,516 $ 74,912 $ 977,429
3 D1.1 Int. Air 287,392 20,193 (180) 20,012
4 D1.2TOD 136,180 9,780 (922) 8,858
5 D1.7 TOD 111,582 3,618 607 4,225
6 D1.8 Dynamic 13,135 725 144 869
7 D1.9 Elec. Vehicle 8,709 468 72 540
8 D2 Space Heating 302,039 17,754 2,977 20,731
9 D5 Res. Water Ht. 215,704 11,172 2,500 13,672
10 Total Residential 1,312,462 $ 966,225 $ 80,110 $ 1,046,336
11

12 Commercial

13 D1.1 Int. Air 5,803 $ 156 $ 25 $ 181
14 D1.7 TOD 10,453 179 28 207.365
15 D1.8 Dynamic 0 0 0 0
16 D1.9 Elec Vehicle 0 0 0 0
17 D3 Gen. Serv. 7,491,390 303,599 36,223 339,822
18 D3.1 Unmetered 84,739 3,319 (280) 3,039
19 D3.2 Sec. Educ. 425,610 7,782 1,396 9,178
20 D3.3 Interruptible 104,853 2,806 536 3,342
21 D4 Lg. Gen. Serv. 2,478,461 51,119 9,130 60,248
22 D5 Com. Wat. Ht. 7,689 190 29 220
23 E1.1 Eng. St. Ltg. 15,427 377 63 440
24 R7 Greenhs. Ltg. 2,442 47 9 56
25 R8 Space Cond. 85,777 3,071 507 3,578
26 Total Commercial 10,712,644 $ 372,645 $ 47,666 $ 420,311
27

28 Primary

29 D11 Prim. Supply 17,146,006 $ 100,346 $ 25,295 $ 125,641
30 D6.2 Pri. Educ. 687,473 6,527 3,519 10,046
31 D8 Int. Primary 1,382,188 9,804 2,214 12,017
32 D10 El.Schools 45,980 728 12 740
33 R1.1 Alt. Mtl. Melt. 49,778 572 (194) 378
34 R1.2 El. Pr. Htg. 504,289 6,157 224 6,381
35 R3 Standby 102,420 734 672 1,407
36 R10 Int. Supply 1,769,355 2,055 6,234 8,289
37 Total Primary 21,687,489 $ 126,923 $ 37,976 $ 164,899
38

39 Other

40 E1 Outdoor Lighting 226,909 $ 36,333 $ 8,321 $ 44,654
41 E2 Traffic Lights 58,264 2,229 514 2,743
42 Total Other 285,174 $ 38,563 $ 8,835 $ 47,398
43

44 Total All Classes 33,997,770 $ 1,504,356 $ 174,587 $1,678,943

Notes:

* Present unmetered revenues are est.@ approximately 50%-D3.1; 65%-D9/E1/E2
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C3 EMERGENCY ELECTRICAL PROCEDURES (Contd.)
C3.3  Long-Term Capacity or Fuel Shortages (Contd.)

(4)  When the fuel supplies necessary to meet the expected load for the subsequent 15-day
period are not available, the following actions shall be taken:

(@ Implement a comprehensive voluntary program with procedures designed to take
specific measures at specific times in specific areas to curtail the electric
consumption of residential, commercial and industrial customers on an equitable
basis to achieve a 50% reduction in energy consumption.

(b)  Implement procedures for mandatory curtailment of service to customers covered in
Section 3.3 C(2)(b) to levels specified by the Company, such curtailment to be not
more than 50% of such customer's respective monthly base period use.

As a measure of last resort, manual load shedding of firm customer loads will be
initiated as necessary to preserve the integrity of the system. Voltage may be
reduced up to six percent if at any time it is deemed appropriate by the Company to
maintain the integrity of the system.

C3.4  Penalties

Demand use in excess of that permitted under a curtailment instituted pursuant to Sections 3.3 A(6), A(9)
or A(11) shall be subject to an excess demand charge per kW of up to 15 times the average cost per kW of
the capacity or demand-related charges for the billing month in question. The first 15% of excess demand
shall be penalized at a rate of 5 times the average cost per kW of capacity or demand-related charges for the
billing month in question, the next 15% of excess demand shall be penalized at a rate of 10 times the
average cost per kW of the capacity or demand-related charges for the billing month in question, and all
additional excess demand shall be penalized at a rate of 15 times the average cost per kW of the capacity or
demand-related charges for the billing month in question.

Energy use in excess of that permitted under a curtailment instituted pursuant to Sections 3.3 B(2)(b),
B(2)(e), B(2)(g), C(2)(b), C(3)(c) and C(4)(b) shall be subject to an excess charge per kWh of up to 15
times the average cost per kWh of the energy-related charges for the billing month in question. The first
15% of excess energy use shall be penalized at a rate of 5 times the average cost per kwWh for the billing
month in question, the next 15% of excess energy use shall be penalized at a rate of 10 times the average
cost per kwh for the billing month in question, and all additional excess energy use shall be penalized at a
rate of 15 times the average cost per kwWh for the billing month in question.

Such charges shall be in addition to the regular rates under which service is supplied. Customers failing to
comply with the specified reductions for more than a 60-day period will be subject to disconnection upon
24 hours' written notice for the duration of the emergency.

The "ratchet” clause of the on-peak minimum billing demand provision for rates D, F and J (Consumers
Energy Company) and rates D4 and D11 (DTE Electric Company) will be waived during periods when the
long-term portion of these procedures are in effect for those customers who are affected by the clause due
to their efforts to conserve energy or reduce demand.

(Continued on Sheet No. C-14.00)
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C4 APPLICATION OF RATES (Contd.)

C4.4  Choice of Rates (Contd.)

After the customer has selected the rate under which he elects to take service, the customer is not permitted

to change from that rate to another until twelve months have elapsed. Neither will a customer be permitted

to evade this rule by the device of temporarily terminating the customer's service.

However, the Company may, at its option, waive this rule where it appears that an earlier change is

requested for permanent rather than for temporary or seasonal advantage. The intent of this rule is to

prohibit frequent shifts from rate to rate. As used in this rule, the word rate shall include applicable riders.

C4.5  Billing for Service

Billing Frequency; Method of Delivery
(1) The Company shall transmit a bill once during each billing month to Residential Rate

customers D1 and D2in accordance with the approved daily rate schedules. The Company
shall transmit a bill to customers by mail unless the Company and the customer agree in
writing to another method of delivery.

(2)  The Company shall transmit a bill once during each billing month to all other customers in
accordance with the approved monthly rate schedules. The Company shall transmit a bill to
customers by mail unless the Company and the customer agree in writing to another method
of delivery.

C4.6  Payment for Service and Insufficient Funds

A The Company shall permit each customer a period of not less than 21 days from the date the bill
was transmitted to pay in full, unless the customer agrees in writing to a different period.

B The customer may pay in any reasonable manner, including by personal check or by credit or
debit card. Payment by personal check, credit or debit card is not reasonable if the customer has
paid with a personal check, credit or debit card within the last 12 months and at least 1 check
has been returned for insufficient funds or no account, or at least 1 credit or debit card payment
has been denied excluding financial institution error.

C Checks, debit cards, credit cards or other forms of payment remitted by Customers as bill
payments and returned or authorized prepayments not honored by banks or other financial
institutions against which they are drawn shall be rebilled to Customers’ accounts. A $15.00
charge will be assessed to Customers for processing payments or authorized prepayments
returned by banks or other financial institutions for reasons of insufficient funds, accounts
closed, no accounts and similar situations, excluding bank or financial institution errors.

(Continued on Sheet No. C-18.01)
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(Continued from Sheet No. C-18.00)
D The date of transmitting a bill is the date the utility mails the bill. For bills that are delivered other

than by mail, the date of transmitting a bill is the date that the utility conveys or dispatches the
billing information to the customer in accordance with the method of delivery that the customer
and the utility agreed to use. If the last calendar day for payments falls upon a Sunday, legal
holiday or any other day when the offices of the Company regularly used for the payment of
customers’ bills are not open to the general public, the payment date shall be extended through the
next business day.

(Continued on Sheet No. C-19.00)
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C6 DISTRIBUTION SYSTEMS, LINE EXTENSIONS AND SERVICE CONNECTIONS (Contd.)

C6.1  Extension of Service (Contd.)

A GENERAL

(1)

@

©)

4)

®)

(6)

Each installation shall be a separate distinct unit and any further extension therefrom shall have no
effect upon any agreement under which previous installations were constructed.

The Company normally provides overhead construction for its electric supply lines. Underground
construction will be provided at the option of the Company for its own convenience, where necessary
for public safety and where overhead construction is impractical.

Where the Company, for its own convenience, installs its facilities underground, the differential
between estimated overhead construction costs and underground costs of such installation will be
borne by the Company. All other costs will be governed by the Company's Overhead Extension
Policy.

Existing rules issued by the Commission require that distribution systems in a new residential
subdivision and commercial distribution and service lines in the vicinity of or on the customer's
property and constructed solely to serve a customer or a group of adjacent customers be placed
underground. Commercial distribution specifically includes, but is not limited to, apartment house
complexes and shopping centers. All new, relocated or upgraded residential service connections
will be installed as underground residential service laterals at the customer’s expense as set forth in
Section C6.4.

An exception to the foregoing mandatory requirement for undergrounding may be made, where, in the
Company's judgment, any of the following conditions exist:

@) Such facilities would serve General Service customers having loads of temporary duration; or

(b) Such facilities would serve General Service customers in areas where little aesthetic
improvement would be realized if such facilities were placed underground; or

(©) Such facilities would serve General Service customers in areas where it is impractical to
design and place such facilities underground because of uncertainty of the size and character
of the loads to be served therefrom.

Refunds of refundable construction advances will be made without interest for a period of five (5)
years after completion of the line extension. Refunds will not be made until the original customers(s)
estimated revenues are exceeded by actual revenues as a result of the line extension. All line
extensions will be reviewed yearly for refunds. The Company shall have no further obligation to
refund the remaining portion of the construction advance. Any unrefunded construction advance will
be considered a non-refundable contribution in aid of construction.

(Continued on Sheet No. C-26.00)
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C6 DISTRIBUTION SYSTEMS, LINE EXTENSIONS AND SERVICE CONNECTIONS (Contd.)
C6.1  Extension of Service (Contd.)

(13) The applicant shall furnish without cost to the Company, all necessary rights-of-way and
line clearance permits in a form satisfactory to the Company. The Company will provide
the necessary easement forms, and solicit their execution. The applicant(s), as a condition
of service, will be ultimately responsible for obtaining all easements and permits as
required by the Company, for construction, operation, maintenance and protection of the
facilities to be constructed. Where State or Federal lands are to be crossed to extend service
to an applicant or group of applicants, the additional costs incurred by the Company for
rights-of-way and permit fees shall be borne by the applicant(s). If the applicant is unable
to secure satisfactory easements and/or permits, the Company shall extend its facilities
along an alternate route selected by the Company. The applicant will be required to make a
non-refundable contribution in aid of construction for all additional costs incurred.

(14) Scheduling of construction shall be done on a basis mutually agreeable to the Company and
the applicant. The Company reserves the right not to begin construction until the customer
has demonstrated to the Company's satisfaction his intent to proceed in good faith with
installation of his facilities by acquiring property ownership, obtaining all necessary
permits, starting construction, and/or, in the case of mobile homes, meeting the Company's
requirements for permanency.

(15) The Company reserves the right to make the final determination of selection, application,
location, routing and design of its facilities. Where excessive construction costs are
incurred by the Company at the request of the customer, the customer may be required to
make a non-refundable contribution in aid of construction to the Company for such excess
costs.

C6.2  Overhead Extension Policy
A Customers on Rate D1
(1) Overhead Extension Policy - Application for electric service which requires the

construction of an extension to the Overhead System will be granted under the following
conditions;

(@)  Standard Allowance - For each residence, the Company will construct single-phase
distribution line extensions at its own cost a distance of 600 feet, of which no more
than 250 feet will be on private property (lateral extension).

If the distribution line is constructed such that it can be available to serve only two
premises (joint lot line construction), such extension shall be considered as a lateral
extension, and the customer(s) requesting service shall each be granted up to 250 feet
of free footage. For purposes of this policy, secondary voltage distribution lines
shall not be considered as a line extension.

(Continued on Sheet No. C-28.00)
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C6

C6.2

(4)

(Continued from Sheet No. C-29.00)

DISTRIBUTION SYSTEMS, LINE EXTENSIONS AND SERVICE CONNECTIONS (Contd.)

Overhead Extension Policy (Contd.)

The amount of any such refund shall be equal to two (2) times the actual
annual revenue or $500 (whichever is greater) for each standard allowance
customer subsequently connected directly to the facilities financed by the
original customer. Directly connected residential customers are those
which do not require the construction of more than 600 feet of single phase
line extension or 250 feet on private property. Directly connected
commercial and industrial customers are those which do not require
payment of a refundable construction advance. Refunds will not be made
until the original customer(s) estimated revenues are exceeded by actual
revenues as a result of the line extension.

Commercial and Industrial Customers - 1,000 kW and larger

(@)

Standard Allowance - Except for non-refundable contribution in aid of construction

for underground service made under the provisions of Rules C6.3 and C6.4, and
reserving the Company’s rights under C6.1(7), the Company will finance the
construction cost necessary to extend its facilities to serve commercial or industrial
customers 1,000 kW and larger when such investment does not exceed the allowance
calculated using the Standard Allowance Table below. The Company may require
the customer to contract for a minimum demand or minimum bill as a condition for
providing the allowance.

Standard Allowance —Commercial and Industrial Customers 1,000 kW and Larger*

Rate
Schedule

No Full

Full Service Contract Term, Years Service

1

2

3

4

5

Contract

D11, D4

$100 / kW

$195/ kW

$285 / kW

$365 / kW

$440 / kKW

$90 / kW

D6.2, D10, D3

$ 105/ kW

$200 / kW

$290 / kW

$375/ kW

$450 / KW

$90 / kKW

D8, R1.1,R1.2

$90 / kW

$175/ kW

$245 / kW

$315/ kW

$380 / kW

$90 / kW

R10

$25 / kW

$50 / KW

$70 / KW

$90 / KW

$105 / kKW

$90 / kKW

*Allowances are based on the anticipated average Maximum Demand in kW during the contract term

(Continued on Sheet No. C-31.00)
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(Continued from Sheet No. C-38.00)
Residential and Outside Subdivisions and Mobile Home Parks

The applicant shall make a non-refundable contribution in aid of construction for a standard 3/0
aluminum service in the amount equal to the product of the trench length in feet multiplied by
$3.90. When required, larger services will be provided, and the additional cost will be included in
the non-refundable contribution in aid of construction. All new, relocated or upgraded residential
service connections will be installed as underground residential service laterals at the
customer’s expense as set forth in Section C6.4.

Apartment House Complexes and Condominiums

The applicant shall make a non-refundable contribution in aid of construction in the amount equal
to the product of the trench length in feet multiplied by $4.30.

No charge will be made for service laterals laid in the same trench with primary or secondary
cables.

(Continued on Sheet No. C-39.00)
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C8 SURCHARGES AND CREDITS APPLICABLE TO POWER SUPPLY SERVICE (Contd.)

C8.5 SURCHARGES AND CREDITS APPLICABLE TO POWER SUPPLY SERVICE: Summary of surcharges
and credits including PSCR, pursuant to sub-rules C8.1, C8.2, C8.3, C8.4, and C8.4.5 of this rule. (Cents per kilowatthour or percent of
base bill unless otherwise noted).

Total Power
Supply
Surcharges
PSCR (excludes REPS (1)
(¢/kwh) REPS)
(¢/kwh)
Residential
D1 Residential 0.100 0.100 See C8.4
D1.1 Int. Space Conditioning 0.100 0.100 See C8.4
D1.2 Time-of-Day 0.100 0.100 See C8.4
D1.6 Special Low Income Pilot 0.100 0.100 See C8.4
D1.7 Geothermal Time-of-Day 0.100 0.100 See C8.4
D1.8 Dynamic Peak Pricing 0.100 0.100 See C8.4
D1.9 Electric Vehicle 0.100 0.100 See C8.4
D2 Space Heating 0.100 0.100 See C8.4
D5 Water Heating 0.100 0.100 See C8.4
D9 Outdoor Lighting NA 0.3%
Commercial
D1.1 Int. Space Conditioning 0.100 0.100 See C8.4
D1.7 Geothermal Time-of-Day 0.100 0.100 See C8.4
D3 General Service 0.100 0.100 See C8.4
D3.1 Unmetered 0.100 See C8.4
D3.2 Educ. Inst. 0.100 0.100 See C8.4
D3.3 Interruptible 0.100 0.100 See C8.4
D4 Large General Service 0.100 0.100 See C8.4
D5 Water Heating 0.100 0.100 See C8.4
D9 Outdoor Lighting NA 0.2%
R3 Standby (Secondary) 0.100 0.100 See C8.4
R7 Greenhouse Lighting 0.100 0.100 See C8.4
R8 Space Conditioning 0.100 0.100 See C8.4
Industrial
D11 Primary Supply 0.100 0.100 See C8.4
D6.2 Educ. Inst. 0.100 0.100 See C8.4
D8 Interruptible Primary 0.100 0.100 See C8.4
D10 Schools 0.100 0.100 See C8.4
R1.1 Metal Melting 0.100 0.100 See C8.4
R1.2 Electric Process Heating 0.100 0.100 See C8.4
R3 Standby (Primary) 0.100 0.100 See C8.4
R10 Interruptible Supply NA NA See C8.4
Governmental
E1 Streetlighting NA 0.2%
E1.1 Energy Only 0.100 0.100 See C8.4
E2 Traffic Lights NA 0.2%
Electric Choice
EC2 Retail Access NA NA

Notes: (1) For REPS unmetered classes, % applies to base bill, NDS and EOS. (Continued on Sheet No. C-66.00)
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C9

(Continued from Sheet No. C-65.00)
SURCHARGES AND CREDITS APPLICABLE TO DELIVERY SERVICE
C9.1  Nuclear Surcharge (NS)

On January 1987 MPSC Order authorized the establishment of an external trust fund to finance the
decommissioning of Fermi 2 Power Plant when its operating license expires. The Order approves a
decommissioning surcharge on customer bills under which the funds are collected. Pursuant to
Commission Order U-10102 dated January 21, 1994, a revised surcharge became effective with service
rendered on and after January 22, 1994. In the same order, the Commission authorized the establishment
of an external fund to finance the disposal of low-level radioactive waste during the operating life of
Fermi 2 Power Plant. Pursuant to an order in Case No. U-14399, costs associated with site security and
radiation protection services were removed from base rates and transferred to the Nuclear Surcharge.
Pursuant to Commission Order U-16472 dated October 20, 2011, a revised surcharge became effective
with service rendered on and after October 29, 2011 Pursuant to Commission Order in Case No. U-17767
a revised surcharge became effective with service rendered on and after

C9.2  Securitization Bond Charge (SBC) and Securitization Bond Tax Charge (SBTC)

On January 4, 2001 in its Order U-12478, the MPSC authorized the issuance of securitization bonds
enabling DTE Electric's recovery of qualified costs in accordance with the Electric Choice and Electric
Reliability Act of 2000. The issuance of the bonds reduced DTE Electric’s overall cost structure and the
net cost savings were reflected in 5% reductions in all of DTE Electric’s retail rates. The Securitization
Bond Charge was authorized by the MPSC and reflects the payment of principal and interest associated
with the bonds as well as recovery of certain servicing and administrative costs. The Securitization Bond
Tax Charge reflects the recovery of an income tax liability incurred by the Company arising from its
collection of the Securitization Bond principal payments. The Securitization Bond and Securitization Bond
Tax Charges are subject to an annual true-up. The current charges appear on Sheet No. C-70.00.

C9.3 HOLDFORFUTURE USE

C94 HOLDFORFUTURE USE
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C9 SURCHARGES AND CREDITS APPLICABLE TO DELIVERY SERVICE (Contd.)

C9.5 HOLDFORFUTURE USE

(Continued on Sheet No. C-68.00)
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C9 SURCHARGES AND CREDITS APPLICABLE TO DELIVERY SERVICE (Contd.)
C9.6  Energy Optimization Surcharge (EOS)

On June 2, 2009, in Case No. U-15806, the MPSC authorized the implementation of an Energy
Optimization Surcharge (EOS) for electric customers in accordance with the Clean, Renewable, and Energy
Efficiency Act, PA295 of 2008. The EOS will be used to fund energy efficiency programs for DTE
Electric customers. The EOS rates approved by the MPSC on December 6, 2013 in Case No. U-17282 will
be effective beginning with bills rendered in January 2014. The total EOS for all residential customers is
$0.002733 per kWh or 1.1% for unmetered service. The EOS for all metered Commercial, Industrial, and
Governmental customers is a per meter, per month charge which is based on the total monthly energy
consumption by rate as shown in the table below or 0.9% for unmetered service.

Voltage

Monthly Consumption

Secondary

Secondary

Secondary
Primary
Primary

0 -850 kWh
851 - 1,650 kWh
Above 1,650 kWh
0-11,500 kWh
Above 11,500 kWh

Customers Without
Self Directed Plans
Energy Optimization
Surcharge
$0.74/meter/month
$4.41/meter/month
$18.86/meter/month
$48.12/meter/month
$502.43/meter/month

Customers With
Self Directed Plans
Energy Optimization

Surcharge
$0.06/meter/month

$0.35/meter/month
$1.49/meter/month
$4.24/meter/month
$41.98/meter/month

(Continued on Sheet No. C-69.00)
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C9

(Continued from Sheet No. C-68.00)

SURCHARGES AND CREDITS APPLICABLE TO DELIVERY SERVICE (Contd.)

C9.7.7 Rate Realignment Adjustment (U-16472 RRA)On , in its Order in Case No.U-
17767, the MPSC authorized the termination of the U-16472 RRA Surcharge/Credit effective for service
rendered on and after .

C9.7.9 Low Income Energy Assistance Fund (LIEAF) Factor

On July 1, 2013, Public Act 95 of 2013 was signed into law, creating the Low Income Energy Assistance
Fund (LIEAF). Money from the LIEAF will be distributed by the Department of Human Services as
provided in the Michigan Energy Assistance Act, 2012 PA 615.

On July 29, 2013 the MPSC adopted the Low Income Energy Assistance Fund (LIEAF) Factor of $0.99 per
billing meter per month for all customers receiving retail distribution service from a participating Michigan
electric utility. DTE Electric Company is participating, and the LIEAF Factor is effective beginning with
the September 2013 billing month. For residential customers, the LIEAF Factor will only apply to one
meter per site.

On July 22, 2014, the MPSC approved a reduction in the LIEAF Factor. Effective beginning with the
September 2014 billing month, the monthly meter charge will be $0.97.

(Continued on Sheet No. C-70.00)
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(Continued from Sheet No. C-69.00)
C9 SURCHARGES AND CREDITS APPLICABLE TO DELIVERY SERVICE: (Contd.)
C9.8  Summary of Surcharges and Credits: Summary of surcharges and credits, pursuant to sub-rules

C9.1, C9.2, C9.3, C9.4, C9.5, C9.6 and C9.7 of this rule. Cents per kilowatthour or percent of base bill,
unless otherwise noted.

LIEAF
Total Delivery Factor
NS EOS(2) Surcharges VHWE (3 $/Billing
¢/KWh ¢/kWh ¢/kWh $/Customer Meter
Residential
D1 Residential 0.0675 0.2733 0.3408¢ $.0.97
D1.1 Int. Space Conditioning 0.0675 0.2733 0.3408¢ N/A
D1.2 Time-of-Day 0.0675 0.2733 0.3408¢ $.0.97
D1.6 Special Low Income Pilot 0.0675 0.2733 0.3408 $0.97
D1.7 Geothermal Time-of-Day 0.0675 0.2733 0.3408 N/A
D1.8 Dynamic Peak Pricing 0.0675 0.2733 0.3408¢ $.0.97
D1.9 Electric Vehicle 0.0675 0.2733 0.3408¢ N/A
D2 Space Heating 0.0675 0.2733 $.0.97
D5 Wir Htg 0.0675 0.2733 0.3408¢ N/A
D9 Outdoor Lighting 1.1% N/A
0.0675
Commercial
D1.1 Int. Space Conditioning 0.0675 See C9.6 $.0.97
D1.7 Geothermal Time- of-Day 0.0675 See C9.6 $.0.97
D1.8 Dynamic Peak Pricing 0.0675 See C9.6 $.0.97
D3 General Service 0.0675 See C9.6 $.0.97
D3.1 Unmetered See C9.6 N/A
0.0675
D3.2 Educ. Inst. 0.0675 See C9.6 $.0.97
D3.3 Interruptible 0.0675 See C9.6 $.0.97
D4 Large General Service 0.0675 See C9.6 $.0.97
D5 Wir Htg 0.0675 See C9.6 $.0.97
D9 Outdoor Lighting 0.215% 0.9% $.0.97
R3 Standby Secondary 0.0675 See C9.6 $.0.97
R7 Greenhouse Lighting 0.0675 See C9.6 $.0.97
R8 Space Conditioning 0.0675 See C9.6 $.0.97
Industrial
D11 Primary Supply 0.0675 See C9.6 $.0.97
D6.2 Educ. Inst. 0.0675 See C9.6 $.0.97
D8 Interruptible Primary 0.0675 See C9.6 $.0.97
D10 Schools 0.0675 See C9.6 $.0.97
R1.1 Metal Melting 0.0675 See C9.6 $.0.97
R1.2 Electric Process Heating 0.0675 See C9.6 $.0.97
R3 Standby Primary 0.0675 See C9.6 $.0.97
R10 Interruptible Supply 0.0675 See C9.6 $.0.97
(Continued on Sheet No. C-71.00)
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C9 SURCHARGES AND CREDITS APPLICABLE TO DELIVERY SERVICE: (Contd.)

C9.8  Summary of Surcharges and Credits (Contd.):

Governmental

E1 Streetlighting
E1.1 Energy
E2 Traffic Lights

Electric Choice
EC2 Secondary
EC2 Primary

EC2 Residential

NS
¢/kWh

0.172%
0.0675
0.928%

0.0675
0.0675
0.0675

EOS(2)
¢/kWh

0.9%
See C9.6
0.9%

See C9.6
See C9.6
0.2733

VHWE (3 LIEAF Factor
$/Customer $/Billing Meter

N/A
$.0.97
N/A

$.0.97
$.0.97
$.0.97

Notes: (2) For EOS unmetered classes, % applies to base bill and NDS. (3) For VHWF unmetered classes,
% applies to total base bill, NDS, EOS, REPS. (4) Credit issued to Electric choice customers is based on
their service rate. (5) For U-16472 RRA unmetered classes, % applies to total bill before taxes excluding
LIEAF Factor. (6) Applicable to residential choice service only.

(Continued on Sheet No. C-72.00)
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(Continued from Sheet No. C-71.00)
C10 TAXADJUSTMENT AND FRANCHISE FEES

Bills to customers receiving service within the limits of political subdivisions which levy special license fees,
franchise fees or any other such fee against the Company or its operation or the production or sale of electric energy
shall be increased to offset such special fee or any new or increased special fee, thereby preventing other customers
from being compelled to share such local fees.

C11 SCHEDULE OF ON-PEAK HOURS

For Large General Service Rate-D4;
Primary Supply Rate-D11;
Interruptible Supply Rate-D8;
Standard Contract Rider-R3

On-peak hours are those hours between 1100 hours and 1900 hours each day, Monday through Friday, legal
holidays excluded.

The following will be considered legal holidays for the purpose of applying this schedule: New Year's Day, Good
Friday, Memorial Day, Independence Day, Labor Day, Thanksgiving Day, and Christmas Day. "Monday" holidays,
where legally recognized, will be recognized in place of the "traditional™ holidays.

Schedule of on-peak hours also applies to on-peak and off-peak kWh charges.

Ci12 POWER FACTOR DETERMINATION

Where the filed rate requires a determination of power factor, the Company will install a lagging reactive component
meter in addition to the kilowatthour meter used for the measurement of energy. From the readings of these two

meters, the power factor for the regular billing period will be determined according to the following table:

C12.1 Ratio of Registration of Reactive Component Meter to Registration of Kilowatthour Meter
Power Factor

1.021 and higher 0.699 and lower
1.020 to 0.883 0.700 to 0.749
0.882t0 0.752 0.750 to 0.799
0.751 t0 0.622 0.800 to 0.849
0.621 to 0.000 0.850 to 1.000
(Continued on Sheet No. C-73.00)
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RATE SCHEDULE NO. D1 RESIDENTIAL SERVICE RATE

AVAILABILITY OF SERVICE: Available to customers desiring service for all residential purposes through one
meter to a single or double occupancy dwelling unit including farm dwellings. A dwelling unit consists of a
kitchen, bathroom, and heating facilities connected on a permanent basis. Service to appurtenant buildings
may be taken on the same meter.

This rate is not available for common areas of separately metered apartments and condominium complexes,
nor to a separate meter which serves a garage, boat well or other non-dwelling applications.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire.
Where available, and the demand justifies, three-phase four-wire, Y connected service may be had at
208Y/120 volts nominally.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, three-wire service may be taken.

RATE PER DAY:
Full Service Customers:

Power Supply Charges:

Energy Charges: 7.926¢ per kWh for the first 17 kwWh per day
9.468¢ per kWh for excess over 17 kWh per day

Delivery Charges:
Service Charge: $6.00 per month
Distribution Charge: 5.671¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8. Applies only to
actual consumption and not to the minimum charge.

Retail Access Service Customers:
Delivery Charges:
Service Charge: $6.00 per month
Distribution Charge: 5.671¢ per kwWh for all kwh

Surcharges and Credits: As approved by the Commission. See Section C9.8. Applies only to actual
consumption and not to the minimum charge.

(Continued on Sheet No. D-2.00)
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RATE SCHEDULE NO. D1 (Contd.) RESIDENTIAL SERVICE RATE

Former Rate D1.3 Full Service Customers:

Power Supply Charges:
Energy Charges: 7.926¢ per kWh for the first 17 kwWh per day
9.468¢ per kWh for excess over 17 kWh per day

Delivery Charges:
Service Charge: $6.00 per month
Distribution Charge: 3.935¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8. Applies only to
actual consumption and not to the minimum charge.

BILLING FREQUENCY': Based on a nominal 30-day month. See Section C4.5.
MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

CONTRACT TERM: Open order, terminable on three days' notice by either party. Where special services are
required, the term will be as specified in the applicable contract rider.

LATE PAYMENT CHARGE: See Section C4.8.
INTERRUPTIBLE SPACE-CONDITIONING PROVISION: Rate D1.1 is available on an optional basis.

WATER HEATING SERVICE: Water heating service is available on an optional basis. See Schedule
Designation No. D5.

INCOME ASSISTANCE SERVICE PROVISION (RIA): When service is supplied to a Principal Residence
Customer, where the household receives a Home Heating Credit (HHC) in the State of Michigan, a credit
shall be applied during all billing months. For an income assistance customer to qualify for this credit, the
Company shall require annual evidence of the HHC energy draft or warrant. The customer may also qualify
for this credit upon confirmation by an authorized State or Federal agency verifying that the customer's total
household income does not exceed 150% of the poverty level as published by the United States department of
health and human services or if the customer receives any of the following: i) Assistance from a state
emergency relief program; ii) Food stamps or iii) Medicaid.

The monthly credit for the residential Income Assistance Service Provision shall be applied as follows:

Delivery Charges: These charges are applicable to Full Service and Retail Open Access customers.
Income Assistance Credit:  $(6.00) per customer per month

RESIDENTIAL SERVICE SENIOR CITIZEN PROVISION: When service is supplied to a Principal Residence
Customer, who is 65 years of age or older and head of household, a credit shall be applied during all
billing months. The monthly credit for the Residential Service Senior Citizen Provision shall be applied as

follows:
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Delivery Charges: These charges are applicable to Full Service and Retail Open Access customers.

Senior Citizen Credit: $(3.00) per customer per month
(Continued on Sheet No. D-2.01)
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RATE SCHEDULE NO. D1 (Contd.)

(Continued from Sheet No. D-2.00)

RESIDENTIAL SERVICE RATE

This credit shall not be taken in conjunction with a credit for the Income Assistance Service Provision (RIA).
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RATE SCHEDULE NO. D1.1 INTERRUPTIBLE SPACE-CONDITIONING SERVICE RATE

AVAILABILITY OF SERVICE: Auvailable on an optional basis to Residential and Commercial customers
desiring separately metered interruptible service for central air conditioning and/or central heat pump use.
Customers who have more than one heat pump and/or air-conditioning unit which serves their business or
home, will not be permitted to have only a portion of their load on the rate, all units will be interrupted upon
the signal from the Company. Installations must conform with the Company’s specifications. This rate is not
available to commercial customers being billed on a demand rate.

HOURS OF SERVICE: 24 hours.

HOURS OF INTERRUPTION: Central air-conditioning and/or heat pump units only will be turned off by the
Company by remote control on selected days for intervals of no longer than thirty minutes in any hour for no
more than eight hours in any one day. Company interruptions may include interruptions for, but not limited
to maintaining system integrity, making an emergency purchase, economic reasons, or when available system
generation is insufficient to meet anticipated system load.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire.
Where available, and the demand justifies, three-phase four wire, Y connected service may be had at
208Y/120 volts nominally.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, three-wire service may be taken.

RATE PER MONTH: For separately metered space-conditioning service.
Full Service Customers:

Residential Power Supply Charges:

Energy Charge (June through October): 6.835¢ per kWh for all kWh
Energy Charge (November through May): 4.332¢ per kwh for all kWh
Residential Delivery Charges:
Service Charge (June through October): $1.95 per month
Distribution Charge (Year-round): 5.671¢ per kwWh for all kwh
Commercial Power Supply Charges:
Energy Charge (June through October): 7.254¢ per kWh for all kwh
Energy Charge (November through May): 4.754¢ per kWh for all kWh
Commercial Delivery Charges:
Service Charge (June through October): $1.95 per month
Distribution Charge (Year-round): 2.570¢ per kwh for all kwh
(Continued on Sheet No. D-5.00)
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RATE SCHEDULE NO. D1.1 (Contd.) INTERRUPTIBLE SPACE-CONDITIONING SERVICE RATE

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8. Applies only to
actual consumption and not to the minimum charge.

Retail Access Service Customers:

Residential Delivery Charges:

Service Charge June through October): $1.95 per month

Distribution Charge (Year-round): 5.671¢ per kwh for all kWh
Commercial Delivery Charges:

Service Charge June through October): $1.95 per month

Distribution Charge (Year-round): 2.570¢ per kwh for all kwh

Surcharges and Credits: As approved by the Commission. See Section C9.8. Applies only to actual
consumption and not to the minimum charge.

LATE PAYMENT CHARGE: See Section C4.8.
MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

CONTRACT TERM: Open order, terminable on three days' written notice by either party. Where special services
are required, the term will be as specified in the applicable contract rider.

Issued , 201 Effective for service rendered on

D. M. Stanczak and after , 201

Vice President

Regulatory Affairs Issued under authority of the
Michigan Public Service Commission

Detroit, Michigan dated , 201

in Case No. U-17767



M.P.S.C. No. 1 - Electric
DTE Electric Company

(Final Order Case No. U-17767)

MPSC Case No. U-17767
ATTACHMENT B

Page 22 of 110

Revised Sheet No. D-6.00

Revised Sheet No. D-6.00

RATE SCHEDULE NO. D1.2

RESIDENTIAL TIME-OF-DAY SERVICE RATE

AVAILABILITY OF SERVICE: Auvailable on an optional basis to customers who desire time of day service for
their residential dwelling. Customers who select this rate must qualify for the Residential Service rate D1. This

rate is available to no more than 20,000 customers per year.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire.

RATE PER MONTH:

Full Service Customers:

Power Supply Charges:
Energy Charge (June through October):
12.983¢ per kWh for all On-peak kWh
4.371¢ per kWh for all Off-peak kWh

Energy Charge (November through May):
10.968¢ per kWh for all On-peak kwWh
4.200¢ per kwWh for all Off-peak kWh

On-Peak Hours:  All kWh used between 1100 and 1900 hours Monday through Friday.
Off-Peak Hours:  All other kWh used.

Delivery Charges:
Service Charge: $6.00 per month
Distribution Charge: 5.671¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

Retail Access Service Customers:
Delivery Charges:
Service Charge: $6.00 per month
Distribution Charge: 5.671¢ per kwWh for all kwh

Surcharges and Credits: As approved by the Commission. See Section C9.8.

(Continued on Sheet No. D-7.00)
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RATE SCHEDULE NO. D1.2 (Contd.) RESIDENTIAL TIME-OF-DAY SERVICE RATE

LATE PAYMENT CHARGE: See Section C4.8.
MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

CONTRACT TERM: Commencing upon installation of the Time-of-Day meter, service will be provided for
twelve continuous months thereafter, with termination upon mutual consent of the Company and the customer.

WATER HEATING SERVICE: Water heating service is available on an optional basis.

INTERRUPTIBLE SPACE CONDITIONING PROVISION: Rate D1.1 is available on an optional basis.
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SHEET RESERVED FOR FUTURE USE
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RATE SCHEDULE NO. D1.6 RESIDENTIAL SERVICE SPECIAL LOW INCOME PILOT RATE

AVAILABILITY OF SERVICE: Customers who select this pilot rate must qualify for the Residential Service rate D1
and must have been billed by the Company $1,700 or less over the last 12 months. To qualify for this pilot
rate a customer must also provide annual evidence of receiving a Home Heating Credit (HHC) energy draft
or warrant, or must provide confirmation by an authorized State or Federal agency verifying that the
customer's total household income does not exceed 150% of the poverty level as published by the United
States department of health and human services or if the customer receives any of the following: i) Assistance
from a state emergency relief program; ii) Food stamps or iii) Medicaid. Service under this rate shall be
limited to 32,000 customers.

HOURS OF SERVICE: 24 hours.
CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire.
Where available, and the demand justifies, three-phase four-wire, Y connected service may be had at

208Y/120 volts nominally.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, three-wire service may be taken.

RATE PER DAY:
Full Service Customers:
Power Supply Charges:
Energy Charges: 7.926¢ per kwWh for the first 17 kWh per day
9.468¢ per kWh for excess over 17 kWh per day

Delivery Charges:

Service Charge: $6.00 per month
Distribution Charge: 5.671¢ per kWh for all kwh
Special Low Income Discount: ($40.00) per month

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8. Applies only to
actual consumption and not to the minimum charge.

Retail Access Service Customers:

Delivery Charges:

Service Charge: $6.00 per month
Distribution Charge: 5.671¢ per kWh for all kwh
Special Low Income Discount: ($40.00) per month

Surcharges and Credits: As approved by the Commission. See Section C9.8.
(Continued on Sheet No. D-12.02)
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(Continued from Sheet No. D-12.01)

RATE SCHEDULE NO. D1.6 (Contd.) RESIDENTIAL SERVICE SPECIAL LOW INCOME PILOT RATE

BILLING FREQUENCY: Based on a nominal 30-day month. See Section C4.5.

CONTRACT TERM: Open order, terminable on three days' notice by either party. If a customer fails to make
the required payment on time for three consecutive billing periods that customer shall automatically be
removed from this rate. Where special services are required, the term will be as specified in the applicable
contract rider.

LATE PAYMENT CHARGE: See Section C4.8.

INTERRUPTIBLE SPACE-CONDITIONING PROVISION: Rate D1.1 is available on an optional basis.

WATER HEATING SERVICE: Water heating service is available on an optional basis. See Schedule
Designation No. D5.
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RATE SCHEDULE NO. D1.7 GEOTHERMAL TIME-OF-DAY RATE

AVAILABILITY OF SERVICE: Available on an optional basis to residential customers desiring separately
metered service for approved geothermal space conditioning and/or water heating. To qualify for the rate the
water heater must be for sanitary purposes with the tank size, design and method of installation approved by the
company. The space conditioning equipment must be permanently installed.

HOURS OF SERVICE: 24 Hours

CURRENT, PHASE AND VOLTAGE: Same as D1 and D3 Rates

CONTRACT TERM: The customer shall contract to remain on this rate for at least 12 months terminable on three
days notice after the initial 12 months by either party. Where special services are required, the term will be
specified on the applicable contract rider.

INSULATION STANDARDS FOR ELECTRIC HEATING: See Section C4.9.

MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

LATE PAYMENT CHARGE: See Section C4.8.

RATE PER DAY:

Full Service Customers:
Residential Power Supply Charges:

Energy Charge (June through September):
12.678¢ per kwWh for all On-peak kWh
4.199¢ per kWh for all Off-peak kWh

Energy Charge (October through May):
5.478¢ per kwWh for all On-peak kWh
4.303¢ per kwWh for all Off-peak kWh

On-Peak Hours:  All kWh used between 1100 and 1900 hours Monday through Friday.
Off-Peak Hours:  All other kWh used.

Residential Delivery Charges:

Service Charge: 6.70¢ per day
Distribution Charge: 3.266¢ per kwh for all kwh
(Continued on Sheet No. D-14.00)
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RATE SCHEDULE NO. D1.7 (Contd.) GEOTHERMALTIME-OF-DAY RATE

Commercial Power Supply Charges:
Energy Charge (June through September):
5.377¢ per kWh for all On-peak kWh
4.077¢ per kWh for all Off-peak kWh

Energy Charge (October through May):
4.260¢ per kwh for all On-peak kWh
4.260¢ per kwWh for all Off-peak kWh

On-Peak Hours:  All kWh used between 1100 and 1900 hours Monday through Friday.
Off-Peak Hours:  All other kWh used.

Commercial Delivery Charges:
Service Charge: 6.70¢ per day
Distribution Charge: 1.619¢ per kwWh for all kwh
Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

Retail Access Service Customers:

Residential Delivery Charges:

Service Charge: 6.70¢ per day

Distribution Charge: 3.266¢ per kwh for all kwWh
Commercial Delivery Charges:

Service Charge: 6.70¢ per day

Distribution Charge: 1.619¢ per kWh for all kWh

Surcharges and Credits: As approved by the Commission. See Section C9.8.
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RATE SCHEDULE NO. D1.8 DYNAMIC PEAK PRICING RATE

AVAILABILITY OF SERVICE: Available on an optional basis to full-service residential and secondary
commercial and industrial customers seeking to manage their electric costs by either reducing load during
high cost pricing periods or shifting load from high cost pricing periods to lower cost pricing periods. Service
under this rate is limited to residential customers and secondary commercial and industrial customers who
have Advanced Metering Infrastructure installed. Service under this rate may not be combined with any other
tariff, rider, or separately metered service.

The rate features three price tiers for On-Peak, Mid-Peak, and Off-Peak, as well as Critical Peak prices for days
where Critical Hours are announced.

Definitions:

On-Peak Hours: All kWh used between 3P.M. and 7P.M. Monday through Friday, excluding
holidays

Mid-Peak Hours: All kWh used between 7A.M. and 3P.M., and between 7P.M. and 11P.M.,
Monday through Friday excluding holidays

Off-Peak Hours: All kwh used between 11 P.M and 7 A.M. Monday through Friday, and all
weekend and holiday hours.

Critical-Peak Hours: All kwWh used during critical hours, which, when announced, will replace the full

on-peak time period from 3 P.M. to 7 P.M.

The Company expects to implement Critical Peak pricing for no more than 80 hours per year, for evaluation
of the tariff based on several factors including but not limited to economics, system demand or capacity
deficiency.

Customers will be notified by 6 P.M. the day before critical hours are expected to occur. Notification will be
made by one or more of the following methods: automated telephone message, text message, e-mail, or
presentment on an in-premise display unit furnished by the Company. Receipt of such notice is the
responsibility of the participating customer.

Customers who qualify and sign up for this rate agree to participate in evaluation surveys and will remain
anonymous on all such surveys.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire;
or three-phase four-wire, Y connected at 208Y/120 volts; or under certain conditions three-phase four-wire, Y
connected at 480Y/277 volts.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volt, single-phase three-wire; or 208Y/120 volts, three-phase four wire service may be taken.

(Continued on Sheet No. D-14.02)
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RATE SCHEDULE NO. D1.8 (Contd.) DYNAMIC PEAK PRICING RATE
CHARGES:
Full Service Residential Customers:
Power Supply Charges:
Energy Charges: 13.992¢ per kWh for all On-Peak kWh

8.162¢ per kWh for all Mid-Peak kWh
4.664¢ per kWh for all Off-Peak kWh
$0.95 per kwWh for all kWh during Critical Peak Hours

Delivery Charges:

Service Charge: $6.00 per month
Distribution Charge: 5.419¢ per kwh for all kWh
Full Service Secondary Commercial and Industrial Customers:
Power Supply Charges:
Energy Charges: 13.747¢ per kwh for all On-Peak kWh

8.019¢ per kWh for all Mid-Peak kWh
4.582¢ per kwh for all Off-Peak kWh
$0.95 per kWh for all kWh during Critical Peak Hours

Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 3.596¢ per kwh for all kWh
Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.
MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.
SCHEDULE OF HOLIDAYS: See Section C11

CONTRACT TERM: The customer shall contract to remain on this rate for at least 12 months terminable on
three days’ notice after the initial 12 months by either party.

LATE PAYMENT CHARGE: See Section C4.8.
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RATE SCHEDULE NO. D1.9 EXPERIMENTAL ELECTRIC VEHICLE RATE

AVAILABILITY OF SERVICE: Available on an optional basis to residential and commercial customers desiring
separately metered service for the sole purpose of charging licensed electric vehicles. Installations must
conform to the Company’s specifications. A statistically significant sample of participants will receive demand
meters. Service under this tariff is limited to 5,000 customers. Service on this rate is limited to electric vehicles
that are SAE J1772 compliant, and all vehicles shall be registered and operable on public highways in the State
of Michigan to qualify for this rate. Low-speed electric vehicles including golf carts are not eligible to take
service under this rate even if licensed to operate on public streets. The customer may be required to provide
proof of registration of the electric vehicle to qualify for the program.

HOURS OF SERVICE: 24 Hours

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 240 volts, three wire. In
certain city districts, alternating current is supplied from a Y connected secondary network from which 208
volts, three-wire service may be taken

CONTRACT TERM: Open order, terminable on three days’ notice by either party. Where special services are
required, the term will be as specified on the applicable contract rider.

MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.
LATE PAYMENT CHARGE: See Section C4.8.
OPTION 1: TIME OF DAY PRICING

Full Service Customers:
Power Supply Charges:
Energy Charge:
15.977¢ per kwh for all On-peak kWh
3.994¢ per kwWh for all Off-peak kWh

On-Peak Hours:  All kWh used between 9 am and 11 pm Monday through Friday.
Off-Peak Hours:  All other kWh used.

Delivery Charges:
Service Charge: $1.95 per month
Distribution Charge: 5.419¢ per kwh for all kwh
Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.
Retail Access Service Customers:
Delivery Charges:
Service Charge: $1.95 per month
Distribution Charge: 5.419¢ per kWh for all KWh
Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

(Continued on Sheet No. D-14.04)
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RATE SCHEDULE NO. D1.9 (Contd.) EXPERIMENTAL ELECTRIC VEHICLE RATE

OPTION 2: MONTHLY FLAT FEE (Residential only):
Monthly Fee: $45.65 per month per vehicle.

Surcharges and Credits: Included in monthly flat fee.
The monthly flat-fee option shall be limited to 250 customers. A statistically significant sample of the
customers receiving the flat-fee option shall receive demand meters for purposes of analyzing charging
patterns.

SPECIAL TERMS AND CONDITIONS:

Service under this rate must be supplied through a separately metered circuit and approved electric vehicle
charging equipment. Installations must conform with the Company’s specifications.
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RATE SCHEDULE NO. D2 RESIDENTIAL SPACE HEATING RATE

AVAILABILITY OF SERVICE: Available on an optional basis to customers desiring service for all residential
purposes to a single or double occupancy dwelling unit including farm dwellings. All of the space heating must
be total electric installed on a permanent basis and served through one meter. This rate also available to
customers with add-on heat pumps and fossil fuel furnaces served on this rate prior to July 16, 1985. The
design and method of installation and control of equipment as adopted to this service are subject to approval by
the Company. This rate is also available to customers with electric heat assisted with a renewable heat source.

This rate is available only to dwellings being served on this rate prior to December 17, 2015.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire.
Where available, and the demand justifies, three-phase four-wire, Y connected service may be had at 208Y/120
volts nominally. In certain city districts, alternating current is supplied from a Y connected secondary network
from which 120/208 volt three-wire service may be taken.

RATE PER DAY:

Full Service Customers:

Power Supply Charges:
Energy Charges: (June through October): 7.926¢ per kWh for the first 17 kwWh per day
9.468¢ per kWh for over 17 kWh per day
Energy Charges: (November through May): 5.970¢ per kWh for the first 20 kWh per day

4.778¢ per kWh for over 20 kWh per day
Delivery Charges:

Service Charge $6.00 per month
Distribution Charge: (June through October): 5.671¢ per kwh for all kWh
Distribution Charge: (November through May): 5.671¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8. Applies only to
actual consumption and not to the minimum charge

Retail Access Service customers:
Delivery Charges:
Service Charge $6.00 per month
Distribution Charge: (June through October ): 5.671¢ per kwh for all kWh
Distribution Charge: (November through May): 5.671¢ per kwh for all kWh
Surcharges and Credits: As approved by the Commission. See Section C9.8. Applies only to actual
consumption and not to the minimum charge.
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RATE SCHEDULE NO. D2 (Contd.) RESIDENTIAL SPACE HEATING RATE

BILLING FREQUENCY: Based on a nominal 30-day month. See Section C4.5.
MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

CONTRACT TERM: Open order, terminable on three days' notice by either party. Where special services are
required, the term will be as specified in the applicable contract rider.

LATE PAYMENT CHARGE: See Section C4.8.
INTERRUPTIBLE SPACE-CONDITIONING PROVISION: Rate D1.1 is available on an optional basis.

INSULATION STANDARDS FOR ELECTRIC HEATING: See Section C4.9.
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RATE SCHEDULE NO. D3 GENERAL SERVICE RATE

AVAILABILITY OF SERVICE: Available to customers desiring service for any purpose, except that this rate is
not available for service in conjunction with the Large General Service Rate. At the Company's option, service
may be available to loads in excess of 1000 kW for situations where significant modifications to service
facilities are not required to serve the excess load. Effective May 27, 1981, this rate is not available to
customers desiring service through one meter for residential purposes to a single or double occupancy dwelling
unit.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire;
or three-phase four-wire, Y connected at 208Y/120 volts; or under certain conditions three-phase four-wire, Y
connected at 480Y/277 volts.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, single-phase three-wire; or 208Y/120 volts, three-phase four-wire service may be taken.

RATE PER MONTH:

Full Service Customers:

Power Supply Charges:
Energy Charge: 7.541¢ per kwh for all kwh
Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 3.596¢ per kwh for all kwh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.
Retail Access Service Customers:
Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 3.596¢ per kWh for all kwh
Surcharges and Credits: As approved by the Commission. See Section C9.8.

LATE PAYMENT CHARGE: See Section C4.8.

MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.
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RATE SCHEDULE NO. D3.1 UNMETERED GENERAL SERVICE RATE

AVAILABILITY OF SERVICE: Available at the option of the Company to customers for loads that can be
readily calculated and are impractical to meter.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire;
or three-phase four-wire, Y connected at 208Y/120 volts; or under certain conditions three-phase four-wire, Y
connected at 480Y/277 volts.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, three-wire; or 208Y/120 volts, three-phase four-wire service may be taken.

SERVICE CONNECTIONS: The customer is to furnish and maintain all necessary wiring and equipment, or
reimburse the Company therefore. Connections are to be brought to the Company's underground or overhead
lines by the customer as directed by the Company, and the final connections to the Company's line are to be
made by the Company.

Conversion and/or relocation of existing facilities must be paid for by the customer, except when initiated by
the Company. The detailed provisions and schedule of such charges will be quoted upon request.

RATE: 10.315¢ per month per kilowatthour of the total connected load in service for each customer. Loads
operated cyclically will be prorated. This rate is based on 350 hours per month. Proration of cyclical loads will
not apply when hours of operation are within 10% of base. Proration may either increase or decrease connected
load.

The Company may, at its option, install meters and apply a standard metered rate schedule applicable to the
service.

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.
LATE PAYMENT CHARGE: See Section C4.8.
MINIMUM CHARGE: $3.00 per month.

CONTRACT TERM: Open order on a month-to-month basis.
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RATE SCHEDULE NO. D3.2 SECONDARY EDUCATIONAL INSTITUTION RATE

AVAILABILITY OF SERVICE: Available to Educational Institution (school, college, university) customer
locations desiring service at secondary voltage. School shall mean buildings, facilities, playing fields, or
property directly or indirectly used for school purposes for children in grades kindergarten through twelve,
when provided by a public or nonpublic school. School does not include instruction provided in a private
residence or proprietary trade, vocational training, or occupational school. “College” or “University” shall mean
buildings owned by the same customer which are located on the same campus and which constitute an integral
part of such college or university facilities.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire;
or three-phase four-wire, Y connected at 208Y/120 volts; or under certain conditions three-phase four-wire, Y
connected at 480Y/277 volts.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, single-phase three-wire; or 208Y/120 volts, three-phase four-wire service may be taken.

RATE PER MONTH:

Full Service Customers:

Power Supply Charges:
Energy Charge: 5.497¢ per kwh for all kwh
Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 1.962¢ per kWh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.
Retail Access Service Customers:
Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 1.962¢ per kWh for all kWh
Surcharges and Credits: As approved by the Commission. See Section C9.8.

LATE PAYMENT CHARGE: See Section C4.9.

MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.
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RATE SCHEDULE NO. D3.3 INTERRUPTIBLE GENERAL SERVICE RATE

AVAILABILITY OF SERVICE: Available to no more than 300 customers desiring interruptible service in
conjunction with service taken under the general service rate. Service to interruptible load shall be taken
through separately metered circuits and permanently wired. The design and method of installation for
application of this rate shall be subject to the approval of the Company. Service to interruptible load may not be
transferred to firm service circuits to avoid interruption. At the Company’s option, in lieu of the requirement
for separately metered circuits and associated interrupted equipment the customer may elect to have interval
demand metering installed in order to monitor compliance when called to interrupt load. Customers electing
this option will pay a $25.00 per month service charge instead of the normal $8.78 per month service charge.
This rate is not available for loads that are primarily off-peak, such as outdoor lighting.

HOURS OF SERVICE: 24 hours except as described below.

HOURS OF INTERRUPTION: All electric power delivered hereunder shall be subject to interruption by the
Company, by remote control signal. Company interruptions may include interruptions for, but not limited to,
maintaining system integrity, making an emergency purchase, economic reasons, or when available system
generation is insufficient to meet anticipated system load.

NON-INTERRUPTION PENALTY: A customer who does not interrupt within one hour following a system
integrity interruption order shall be billed at the rate of $10 per kW for the highest 30-minute kW demand
created during the interruption period for all usage above the customer’s firm demand, in addition to the
prescribed monthly rate. In addition, the interruptible contract capacity of a customer who does not interrupt
within one hour following notice shall be immediately reduced by the amount by which the customer failed to
interrupt, unless the customer demonstrates that failure to interrupt was beyond its control.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire;
or three-phase four-wire, Y connected at 208Y/120 volts; or under certain conditions three-phase four-wire, Y
connected at 480Y/277 volts.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, single-phase three-wire; or 208Y/120 volts, three-phase four-wire service may be taken.

RATE PER MONTH:

Full Service Customers:

Power Supply Charges:
Energy Charge: 6.300¢ per kwWh for all kwh
Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 3.068¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

(Continued on Sheet No. D-22.00)
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(Continued from Sheet No. D-21.00)
RATE SCHEDULE NO. D3.3 (Contd.) INTERRUPTIBLE GENERAL SERVICE RATE

Retail Access Service Customers:
Delivery Charges:
Service Charge: $8.78per month
Distribution Charge: 3.068¢ per kwWh for all kwh
Surcharges and Credits: As approved by the Commission. See Section C9.8.
LATE PAYMENT CHARGE: See Section C4.8.
MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.
CONTRACT TERM: Open order, terminable on three days' written notice by either party. However, where

special services are required or where the investment to serve is out of proportion to the revenue derived there
from, the contract term will be as specified in the applicable contract rider or Extension of Service Agreement.

Issued , 201 Effective for service rendered on

D. M. Stanczak and after , 201

Vice President

Regulatory Affairs Issued under authority of the
Michigan Public Service Commission

Detroit, Michigan dated , 201

in Case No. U-17767



MPSC Case No. U-17767

ATTACHMENT B

Page 42 of 110

M.P.S.C. No. 1 - Electric Revised Sheet No. D-24.00

DTE Electric Company Cancels Revised Sheet No. D-24.00
(Final Order Case No. U-17767)

RATE SCHEDULE NO. D4 LARGE GENERAL SERVICE RATE

AVAILABILITY OF SERVICE: Available to customers desiring service for any purpose, except that this rate is
not available for service in conjunction with the General Service Rate.

Effective May 27, 1981, this rate is not available to customers desiring service through one meter for residential
purposes to a single or double occupancy dwelling unit.

HOURS OF SERVICE: 24 hours.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 120/240 volts, three-wire;
or three-phase four-wire, Y connected at 208Y/120 volts; or under certain conditions three-phase four-wire, Y
connected at 480Y/277 volts.

In certain city districts, alternating current is supplied from a Y connected secondary network from which
120/208 volts, single-phase three-wire; or 208Y/120 volts, three-phase four-wire service may be taken.

RATE PER MONTH:

Full Service Customers:

Power Supply Charges:
Demand Charge: $12.90 per kW applied to the Monthly Billing Demand
Energy Charges: 4.396¢ per kwWh for the first 200 kwWh per kW of billing demand

3.396¢ per kWh for the excess
Delivery Charges:
Service Charge: $13.67 per month
Distribution Demand Charge: $8.99 per kW applied to the Monthly Billing Demand

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

Retail Access Service Customers:
Delivery Charges:
Service Charge: $13.67 per month
Distribution Demand Charge: $8.99 per kW applied to the Monthly Billing Demand
Surcharges and Credits: As approved by the Commission. See Section C9.8.
LATE PAYMENT CHARGE: See Section C4.8.
MINIMUM CHARGE: All applicable demand charges plus the service charge and any applicable per meter per

month surcharge.

(Continued on Sheet No. D-25.00)
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Revised Sheet No. D-25.00

RATE SCHEDULE NO. D4 (Contd.)

MONTHLY BILLING DEMAND: Is the greatest of the following:

(Continued from Sheet No. D-24.00)

LARGE GENERAL SERVICE RATE

(@ The highest single reading of the demand meter during the billing period.

(b) 5KW.

(c) 65% of the highest metered billing demand occurring during the billing months of June through October

established during the preceding eleven billing months.

Demand readings shall be rounded to the nearest whole integer.

For customers who guarantee a minimum billing demand of 100 kW, the monthly billing demand in part (a)
above shall be the highest 30-minute reading of the demand meter during on-peak hours. (See Section C11),
Schedule of on-peak hours.) If the highest 30-minute demand occurs during off-peak hours, then the monthly
billing demand shall be the on-peak demand plus one-third of the difference between the on-peak and off-peak

maximum demands occurring during the same period.

CONTRACT TERM: Open order, terminable on three days' written notice by either party. Where special services
are required, or where the investment to serve is out of proportion to the revenue obtainable therefrom, the term

will be as specified in the applicable contract rider.

WATER HEATING SERVICE: Water heating service is available on a separate meter basis.
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M.P.S.C. No. 1 - Electric Revised Sheet No. D-26.00

DTE Electric Company Cancels Revised Sheet No. D-26.00
(Final Order Case No. U-17767)

RATE SCHEDULE NO. D5 WATER HEATING SERVICE RATE

AVAILABILITY OF SERVICE: Available to customers using hot water for sanitary purposes (other uses subject
to the approval of the Company) and taking service under Residential and General Service Rate Schedules.
This rate is also available to customers with solar assisted hot water heaters. Company approved waste heat
reclamation systems and heat pump water heaters when used in conjunction with an approved electric water
heater are also acceptable for use.

Available to customers who desire controlled water heating service to all of the heating elements of electric
water heaters, the design and method of installation of which are approved by the Company as adapted to this
service, taken through a separately metered circuit to which no other load except water heating may be
connected.

HOURS OF SERVICE: The daily use of all controlled water heating service will be controlled by a timer or other
monitoring device. Control of service shall not exceed 4 hours per day, said hours to be established from time
to time by the Company.

CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, nominally at 240 volts, three-wire,
except that, in certain city districts, alternating current service at 208 volts, nominal, three-wire, or three-phase
at the option of the Company.

RATE PER MONTH:

Full Service Customers:

Residential Power Supply Charges:

Energy Charge: 4.514¢ per kWh for all kwWh
Residential Delivery Charges:
Service Charge: $1.95 per month
Distribution Charge: 5.108¢ per kwh for all kWh
(Continued on Sheet No. D-27.00)
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DTE Electric Company Cancels Revised Sheet No. D-27.00
(Final Order Case No. U-17767)
(Continued from Sheet No. D-26.00)
RATE SCHEDULE NO. D5 (Contd.) WATER HEATING SERVICE RATE
Commercial Power Supply Charges:
Energy Charge: 4.439¢ per kWh for all kWh
Commercial Delivery Charges:
Service Charge: $1.95 per month
Distribution Charge: 1.888¢ per kwWh for all kwh

Retail Access Service Customers:

Residential Delivery Charges:

Service Charge: $1.95 per month
Distribution Charge: 5.108¢ per kwh for all kWh
Commercial Delivery Charges:
Service Charge: $1.95 per month
Distribution Charge: 1.888¢ per kWh for all kwh
(Continued on Sheet No. D-28.00)
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DTE Electric Company Cancels Revised Sheet No. D-28.00
(Final Order Case No. U-17767)
(Continued from Sheet No. D-27.00)
RATE SCHEDULE NO. D5 (Contd.) WATER HEATING SERVICE RATE

SURCHARGES AND CREDITS: As approved by the Commission. Power Supply Charges are subject to Section
C8.5. Delivery Charges are subject to Section C9.8.

CONTRACT TERM: Open order, terminable or three days’ notice by either party. Where special services are
required, the term will be as specified in the applicable contract rider.

LATE PAYMENT CHARGE: See Section C4.8.

MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

(Continued on Sheet No. D-29.00)
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Revised Sheet No. D-29.00

(Continued from Sheet No. D-28.00)

RATE SCHEDULE NO. D5 (Contd.)

WATER HEATING SERVICE RATE

WATER HEATER REQUIREMENTS FOR WATER HEATER RATE APPLICATION:

Rate Option Minimum Tank Capacity*
Residential 30 gallons

Rate Option Minimum Tank Capacity*
Commercial 2 gallons per kW of total connected

load 40 gallon minimum

*No limitation to number of tanks
**Single or multi-element

Maximum Total Connected Load**

5.5 kW

Maximum Total Connected Load**

Controlled by minimum tank capacity

requirements
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M.P.S.C. No. 1 - Electric Revised Sheet No. D-30.00

DTE Electric Company Cancels Revised Sheet No. D-30.00
(Final Order Case No. U-17767)

RATE SCHEDULE NO. D11 PRIMARY SUPPLY RATE

AVAILABILITY OF SERVICE: Available to customers desiring service at primary, sub-transmission, or
transmission voltage who contract for a specified capacity of not less than 50 kilowatts at a single location.

HOURS OF SERVICE: 24 hours, subject to interruption by agreement, or by advance notice.

CURRENT, PHASE AND VOLTAGE: Alternating current, three-phase, nominally at 4,800, 13,200, 24,000,
41,570 or 120,000 volts at the option of the Company.

CONTRACT CAPACITY: Customers shall contract for a specified capacity in kilowatts sufficient to meet
normal maximum requirements but not less than 50 kilowatts. The Company undertakes to provide the
necessary facilities for a supply of electric power from its primary distribution system at the contract
capacity. Any single reading of the demand meter in any month that exceeds the contract capacity then in
effect shall become the new contract capacity. The contract capacity for customers served at more than
one voltage level shall be the sum of the contract capacities established for each voltage level.

RATE PER MONTH:
Full Service Customers:

Power Supply Charges:
Demand Charge: $14.55 per kW of on-peak billing demand
Energy Charges: 3.807¢ per kwh for all on-peak kWh
3.507¢ per kWh for all off-peak kWh

Voltage Level Discount:
0.204¢ per kWh at transmission level
0.129¢ per kWh at subtransmission level

Delivery Charges:
Primary Service Charge: $275 per month
Subtransmission and Transmission Service Charge: $375 per month
Distribution Charges:
For primary service (less than 24 kV) $3.38 per kW of maximum demand.
For service at subtransmission voltage (24 to 41.6 kV) $1.34 per kW of maximum demand.
For service at transmission voltage (120 kV and above) $0.88 per kW of maximum demand.

Substation Credit: Available to customers where service at sub-transmission voltage level (24 to
41.6 kV) or higher is required, who provide the on-site substation including all necessary
transforming, controlling and protective equipment. A credit of $.30 per kW of maximum demand
shall be applied to the maximum demand charge. A credit of .040¢ per kWh shall be applied to the
energy charge where the service is metered on the primary side of the transformer.

(Continued on Sheet No. D-31.00)
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DTE Electric Company Cancels Revised Sheet No. D-31.00
(Final Order Case No. U-17767)
(Continued from Sheet No. D-30.00)
RATE SCHEDULE NO. D11 (Contd.) PRIMARY SUPPLY RATE

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.
Retail Access Service Customers:

Delivery Charges:
Primary Service Charge: $275 per month
Subtransmission and Transmission Service Charge: $375 per month
Distribution Charges:
For primary service (less than 24 kV) $3.38 per kW of maximum demand.
For service at subtransmission voltage (24 to 41.6 kV) $1.34 per kW of maximum demand.
For service at transmission voltage (120 kV and above) $0.88 per kW of maximum demand.

Substation Credit: Available to customers where service at sub-transmission voltage level (24 to
41.6 kV) or higher is required, who provide the on-site substation including all necessary
transforming, controlling and protective equipment. A credit of $.30 per kW of maximum demand
shall be applied to the maximum demand charge. A credit of .040¢ per kWh shall be applied to the
energy charge where the service is metered on the primary side of the transformer.

Surcharges and Credits: As approved by the Commission. See Section C9.8.
LATE PAYMENT CHARGE: See Section C4.8.
DEFINITION OF CUSTOMER VOLTAGE LEVEL: See Section C13.
MONTHLY ON-PEAK BILLING DEMAND: The monthly on-peak billing demand shall be the single highest
30-minute integrated reading of the demand meter during the on-peak hours of the billing period. The
monthly on-peak billing demand will not be less than 65% of the highest monthly on-peak metered billing

demand during the billing months of June, July, August, September, and October of the preceding eleven
billing months, nor less than 50 kilowatts.

(Continued on Sheet No. D-32.00)
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DTE Electric Company Cancels Revised Sheet No. D-32.00
(Final Order Case No. U-17767)
(Continued from Sheet No. D-31.00)
RATE SCHEDULE NO. D11 (Contd.) PRIMARY SUPPLY RATE

MAXIMUM DEMAND: The maximum demand shall be the highest 30-minute demand created during the
previous 12 billing months, including the current month but not less than 50% of contract capacity. This
clause is applicable to each voltage level served.

MINIMUM CHARGE: All applicable demand charges plus the service charge and any applicable per meter per
month surcharges.

SCHEDULE OF ON-PEAK HOURS: See Section C11.
POWER FACTOR CLAUSE:

Full Service Customers:

The rates and charges under this tariff are based on the customer maintaining a power factor of not less
than 85% lagging. Any power factor less than 70% will not be permitted and the customer will be
required to install at his own expense such corrective equipment as may be necessary to improve power
factor. A penalty will be applied to the total amount of the monthly billing for electric energy for power
factor below 85% lagging in accordance with the table in Power Factor Determination, Section C12.
The Power Factor Clause shall not be applied to the on-peak billing demand ratchet nor to the minimum
contract demand, but will be applied to metered quantities.

Retail Access Service Customers:

A power factor of less than 70% is not permitted and necessary corrective equipment must be installed by
the Customer to correct to a minimum level of 70%. Power factor and excess Reactive Demand charges
will be calculated at each Customer location at the time of the Location’s single highest 30-minute
integrated kW reading of the Interval Demand Meter during the on-peak hours of the billing period,
which are those hours from 7 a.m. until 11 p.m. consistent with the ITC Open Access Transmission
Tariff. Excess Reactive Demand is any Reactive Demand resulting from operations below 80% power
factor. A monthly charge of $3.50/kVAR will be applied to excess Reactive Demand.

(Continued on Sheet No. D-33.00)
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M.P.S.C. No. 1 - Electric Revised Sheet No. D-33.00
DTE Electric Company Cancels Revised Sheet No. D-33.00
(Final Order Case No. U-17767)

(Continued from Sheet No. D-32.00)

RATE SCHEDULE NO. D11 (Contd.) PRIMARY SUPPLY RATE

SPECIAL TERMS AND CONDITIONS: The contract capacity however established shall not be decreased

during the term of the contract and subsequent renewal periods as long as service is required unless there is
a specific reduction in connected load.

Customer-owned equipment must be operated so that voltage fluctuations on the primary distribution system
of the Company shall not exceed permissible limits.

Customers will be permitted to transfer from this rate to a secondary commercial rate, provided they can meet
the availability requirements, if the load characteristic changes sufficiently so that the customer would
benefit by the change for the foreseeable future even though metering was continued at primary voltage.
Frequent changes, however, from one rate to another for a period less than one full year will not be
permitted in accordance with Section C4.4 - Choice of Rates.

For example, during the period that a building is under construction, primary service may be supplied and
metered at primary voltage and billed on a secondary rate while the building is under the jurisdiction of the
contractor.

Also, for the convenience of the utility, service to a large school complex or a high rise building where, as a
matter of design, primary voltage is furnished with Company owned transformers at remote locations fed by
customer owned primary cables, the account can be billed on a secondary rate though metered at one central
primary voltage location at or near the termination of the utility-owned cables.

At the option of the Company, service may be supplied at the primary voltage and metered at a secondary
voltage when the customer transfers from a secondary rate. For loads metered at a secondary voltage (less
than 600V), all measured quantities shall be increased by 2%.

CONTRACT TERM: For new primary installations over 1000 kW the term is for not less than five years,

extending thereafter from month-to-month until terminated by mutual consent or on twelve months' written
notice by either party, which may be given at any time after the end of the fourth year. For new primary
installations of 1000 kW or less and for new customers at existing installations, the term is for one year
which under special circumstances may be increased or reduced at the discretion of the Company, extending
thereafter from month-to-month until terminated by mutual consent or on one month written notice by either
party. Where special services are required, the term will be as specified in the applicable contract rider.
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DTE Electric Company Cancels Revised Sheet No. D-34.00

(Final Order Case No. U-17767)

RATE SCHEDULE NO. D6 PRIMARY SUPPLY RATE

Rate Schedule No. D6 has been terminated

(Continued on Sheet No. D-35.00)
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(Continued from Sheet No. D-34.00)
RATE SCHEDULE NO. D6.1 ALTERNATIVE PRIMARY SUPPLY SERVICE

Rate Schedule No. D6.1 has been terminated

(Continued on Sheet No. D-36.00)
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RATE SCHEDULE NO. D6.2 PRIMARY EDUCATIONAL INSTITUTION RATE

AVAILABILITY OF SERVICE: Available to Educational Institution (school, college, university) customer
locations desiring service at primary, sub-transmission, or transmission voltage who contract for a specified
capacity of not less than 50 kilowatts at a single location. School shall mean buildings, facilities, playing
fields, or property directly or indirectly used for school purposes for children in grades kindergarten through
twelve, when provided by a public or nonpublic school. School does not include instruction provided in a
private residence or proprietary trade, vocational training, or occupational school. “College” or “University”
shall mean buildings owned by the same customer which are located on the same campus and which
constitute an integral part of such college or university facilities.

HOURS OF SERVICE: 24 hours, subject to interruption by agreement, or by advance notice.

CURRENT, PHASE AND VOLTAGE: Alternating current, three-phase, nominally at 4,800, 13,200, 24,000,
41,570 or 120,000 volts at the option of the Company.

CONTRACT CAPACITY: Customers shall contract for a specified capacity in kilowatts sufficient to meet normal
maximum requirements but not less than 50 kilowatts. The Company undertakes to provide the necessary
facilities for a supply of electric power from its primary distribution system at the contract capacity. Any
single reading of the demand meter in any month that exceeds the contract capacity then in effect shall
become the new contract capacity. The contract capacity for customers served at more than one voltage level
shall be the sum of the contract capacities established for each voltage level.

RATE PER MONTH:
Full Service Customers:
Power Supply Charges:
Demand Charge: $11.10 per kW of on-peak billing demand
Energy Charges: 4.373¢ per kWh for all on-peak kWh
4.073¢ per kwh for all off-peak kWh
Voltage Level Discount:
0.235¢ per kWh at transmission level
0.148¢ per kWh at subtransmission level
Delivery Charges:
Service Charge: $275 per month
Distribution Charges:
For primary service (less than 24 kV) $ 3.38 per kW of maximum demand.
For service at subtransmission voltage (24 to 41.6 kV) $ 1.34 per kW of maximum demand.
For service at transmission voltage (120 kV and above) $ 0.88 per kW of maximum demand.

Substation Credit: Available to customers where service at sub-transmission voltage level (24 to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of $.30 per kW of maximum demand shall be applied
to the maximum demand charge. A credit of .040¢ per kWh shall be applied to the energy charge
where the service is metered on the primary side of the transformer.

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

(Continued on_Sheet No. D-36.02)
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(Continued from Sheet No. D-36.01)
RATE SCHEDULE NO. D6.2 (Contd.) PRIMARY EDUCATIONAL INSTITUTION RATE

Retail Access Service Customers:
Delivery Charges:
Service Charge:  $275 per month
Distribution Charges:
For primary service (less than 24 kV) $ 3.38 per kW of maximum demand.
For service at subtransmission voltage (24 to 41.6 kV) $ 1.34 per kW of maximum demand.
For service at transmission voltage (120 kV and above) $ 0.88 per kW of maximum demand.

Substation Credit: Available to customers where service at sub-transmission voltage level (24 to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of $.30 per KW of maximum demand shall be applied
to the maximum demand charge. A credit of .040¢ per kWh shall be applied to the energy charge
where the service is metered on the primary side of the transformer.

Surcharges and Credits: As approved by the Commission. See Section C9.8.
LATE PAYMENT CHARGE: See Section C4.8.
DEFINITION OF CUSTOMER VOLTAGE LEVEL.: See Section C13.

MONTHLY ON-PEAK BILLING DEMAND: The monthly on-peak billing demand shall be the single highest
30-minute integrated reading of the demand meter during the on-peak hours of the billing period. The monthly
on-peak billing demand will not be less than 65% of the highest monthly on-peak metered billing demand
during the billing months of June, July, August, September, and October of the preceding eleven billing months,
nor less than 50 kilowatts.

MAXIMUM DEMAND: The maximum demand shall be the highest 30-minute demand created during the
previous 12 billing months, including the current month but not less than 50% of contract capacity. This clause
is applicable to each voltage level served.

MINIMUM CHARGE: All applicable demand charges plus the service charge and any applicable per meter per
month surcharges.

SCHEDULE OF ON-PEAK HOURS: See Section C11.

POWER FACTOR CLAUSE:

Full Service Customers:
The rates and charges under this tariff are based on the customer maintaining a power factor of not less than
85% lagging. Any power factor less than 70% will not be permitted and the customer will be required to install
at his own expense such corrective equipment as may be necessary to improve power factor. A penalty will be
applied to the total amount of the monthly billing for electric energy for power factor below 85% lagging in
accordance with the table in Power Factor Determination, Section C12. The Power Factor Clause shall not be
applied to the on-peak billing demand ratchet or to the minimum contract demand, but will be applied to
metered quantities.

(Continued on_Sheet No. D-36.03)
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DTE Electric Company Cancels Revised Sheet No. D-37.00
(Final Order Case No. U-17767)

RATE SCHEDULE NO. D7 SPECIAL MANUFACTURING SUPPLY RATE

Rate Schedule No. D7 has been terminated

(Continued on Sheet No. D-38.00)
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M.P.S.C. No. 1 - Electric Revised Sheet No. D-40.00

DTE Electric Company Cancels Revised Sheet No. D-40.00
(Final Order Case No. U-17767)

RATE SCHEDULE NO. D8 INTERRUPTIBLE SUPPLY RATE

AVAILABILITY OF SERVICE: Auvailable to customers desiring separately metered service at primary voltage
who contract for a specified quantity of demonstrated interruptible load of not less than 50 kilowatts at a single
location. Contracted interruptible capacity on this rate is limited to 300 megawatts.

HOURS OF INTERRUPTION: All electric power delivered hereunder shall be subject to curtailment on order of
the Company. Customers may be ordered to interrupt only when the Company finds it necessary to do so either
to maintain system integrity or when the existence of such loads shall lead to a capacity deficiency by the
utility. A System Integrity Interruption Order may be given by the Company when the failure to interrupt will
contribute to the implementation of the rules for emergency electrical procedures under Section C3. A Capacity
Deficiency Interruption Order may be given by the Company when available system generation is insufficient
to meet anticipated system load.

NOTICE OF INTERRUPTION: The customer shall be provided, whenever possible, notice in advance of
probable interruption and the estimated duration of the interruption.

NON-INTERRUPTION FEE: Customers who do not interrupt within one hour following notice of a capacity
deficiency interruption order shall be billed at the cost of replacement energy plus 0.576¢ per kWh during the
time of interruption plus the applicable voltage level charge, but not less than the normal D8 rate. Voltage level
charges for service other than transmission voltage are:

0.15¢ per kWh at the distribution level.
0.05¢ per kWh at the subtransmission level.

NON-INTERRUPTION PENALTY: A customer who does not interrupt within one hour following a system
integrity interruption order shall be billed at the rate of $10 per kW for the highest 30-minute kW demand
created during the interruption period for all usage above the customer’s firm demand, in addition to the
prescribed monthly rate. In addition, the interruptible contract capacity of a customer who does not interrupt
within one hour following notice shall be immediately reduced by the amount by which the customer failed to
interrupt, unless the customer demonstrates that failure to interrupt was beyond its control.

CURRENT, PHASE AND VOLTAGE: Alternating current, three-phase, nominally at 4,800, 13,200, 24,000,
41,570 or 120,000 volts at the option of the Company.

CONTRACT CAPACITY: Customers shall contract for a specified capacity in kilowatts sufficient to meet
maximum interruptible requirements, but not less than 50 kilowatts. Any single reading of the demand meter in
any month that exceeds the contract capacity then in effect shall become the new contract capacity. The
interruptible contract capacity shall not include any firm power capacity, except under Product Protection

Provision.
(Continued on Sheet No. D-41.00)
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(Continued from Sheet No. D-40.00)

RATE SCHEDULE NO. D8 (Contd.) INTERRUPTIBLE SUPPLY RATE

RATE PER MONTH:

Full Service Customers:

Power Supply Charges:
Demand Charge: $7.15 per kW of on-peak billing demand
Energy Charge: 3.807¢ per kWh for all on-peak kWh

3.507¢ per kWh for all off-peak kwWh

Voltage Level Discount:
0.204¢ per kWh at transmission level
0.129¢ per kWh at subtransmission level

Delivery Charges:
Primary Service Charge: $275 per month
Subtransmission and Transmission Service Charge: $375 per month
Distribution Charges:
For primary service (less than 24 kV) $3.38 per kW of maximum demand.
For service at subtransmission voltage (24 to 41.6 kV) $1.34 per kW of maximum demand.
For service at transmission voltage (120 kV and above) $ 0.88 per kW of maximum demand.

Substation Credit: Available to customers where service at sub-transmission voltage level (24 to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of $.30 per kW of maximum demand shall be applied
to the maximum demand charge. A credit of .040¢ per kWh shall be applied to the energy charge
where the service is metered on the primary side of the transformer.

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

(Continued on Sheet No. D-42.00)
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RATE SCHEDULE NO. D8 (Contd.) INTERRUPTIBLE SUPPLY RATE

Retail Access Service customers:

Delivery Charges:
Primary Service Charge: $275 per month
Subtransmission and Transmission Service Charge:  $375 per month
Distribution Charges:
For primary service (less than 24 kV) $ 3.38 per kW of maximum demand.
For service at subtransmission voltage (24 to 41.6 kV) $ 1.34 per kW of maximum demand.
For service at transmission voltage (120 kV and above) $ 0.88 per kW of maximum demand.

Substation Credit: Available to customers where service at sub-transmission voltage level (24 to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of $.30 per kW of maximum demand shall be applied
to the maximum demand charge. A credit of .040¢ per kWh shall be applied to the energy charge
where the service is metered on the primary side of the transformer.

Surcharges and Credits: As approved by the Commission. See Section C9.8.
LATE PAYMENT CHARGE: See Section C4.8.
DEFINITION OF CUSTOMER VOLTAGE LEVEL.: See Section C13.
MONTHLY ON-PEAK BILLING DEMAND: The monthly on-peak billing demand shall be the single highest
30-minute integrated reading of the demand meter during the on-peak hours of the billing period. In no event
will the monthly on-peak billing demand be less than 65% of the highest monthly on-peak metered billing

demand during the billing months of June, July, August, September, and October of the preceding eleven billing
months, nor less than 50 kilowatts.

MAXIMUM DEMAND: The maximum demand shall be the highest 30-minute demand created during the
previous 12 billing months, including the current month but not less than 50% of contract capacity. This clause
is applicable to each voltage level served.

MINIMUM CHARGE: All applicable demand charges plus the service charge and any applicable per meter per
month surcharges.

ON-PEAK HOURS: See Section C11.

(Continued on Sheet No. D-43.00)
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(Continued from Sheet No. D-42.00)
RATE SCHEDULE NO. D8 (Contd.) INTERRUPTIBLE SUPPLY RATE

PRODUCT PROTECTION PROVISION (Full Service Customers Only): A customer on rate D8 may elect to
contract for a minimum load during the period of interruption to protect his product or process. This minimum
load called "product protection load" shall not exceed 50% of the total contracted interruptible load and shall be
charged a monthly demand charge per kW of product protection contract capacity equal to the Primary Supply
Rate (D11) on-peak billing demand charge.

POWER FACTOR CLAUSE:

Full Service Customers:

The rates and charges under this tariff are based on the customer maintaining a power factor of not less than
85% lagging. Any power factor less than 70% will not be permitted and the customer will be required to
install at his own expense such corrective equipment as may be necessary to improve power factor. A
penalty will be applied to the total amount of the monthly billing for electric energy for power factor below
85% lagging in accordance with the table in Power Factor Determination, Section C12. The Power Factor
Clause shall not be applied to the on-peak billing demand ratchet nor to the minimum contract demand, but
will be applied to metered quantities.

Retail Access Service Customers:

A power factor of less than 70% is not permitted and necessary corrective equipment must be installed by
the Customer to correct to a minimum level of 70%. Power factor and excess Reactive Demand charges
will be calculated at each Customer location at the time of the Location’s single highest 30-minute
integrated kKW reading of the Interval Demand Meter during the on-peak hours of the billing period, which
are those hours from 7 a.m. until 11 p.m. consistent with the ITC Open Access Transmission Tariff. Excess
Reactive Demand is any Reactive Demand resulting from operations below 80% power factor. A monthly
charge of $3.50/kVAR will be applied to excess Reactive Demand.

SPECIAL TERMS AND CONDITIONS: The contract capacity however established shall not be decreased
during the term of the contract and subsequent renewal periods as long as service is required unless there is a
specific reduction in load. The increase of contract capacity may be limited if, in the opinion of the Company,
additional interruptible capacity is not available.

Customer-owned equipment must be operated so that voltage fluctuations on the electrical system of the
Company shall not exceed permissible limits.

The customer will own and maintain the necessary switching equipment to separate the interruptible load from
the firm power load. The interruptible load shall not be served from the firm power source at any time. The
switching equipment must meet the Company standards. The customer must provide space for the separate
metering of the interruptible load.

CONTRACT TERM: The contract term is five years, extending thereafter from month-to-month until terminated
by mutual consent or on twelve months written notice by either party, which may be given at any time after the
end of the fourth year.
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RATE SCHEDULE NO. D9 OUTDOOR PROTECTIVE LIGHTING

AVAILABILITY OF SERVICE: Customers desiring controlled service for outdoor protective lighting on
premises where the customer is presently taking electric service under a standard metered rate schedule.

HOURS OF SERVICE: Dusk to dawn service controlled by photo-sensitive devices which provide service every
night and all night for approximately 4200 hours per year.

KIND OF SERVICE: Multiple lighting from overhead lines. The Company will own, operate and maintain the
lights. Burned out lights must be reported by the customer and the Company will undertake to replace the lights
as soon as possible during regular working hours.

EXPERIMENTAL EMERGING LIGHTING TECHNOLOGY PROVISION: Available on an optional basis to
customers desiring Outdoor Protective Lighting Service using emerging lighting technologies not otherwise
offered through the standard tariff. The Company will own, operate, and maintain the emerging lighting
technology equipment and the Customer will provide a contribution in aid of construction equal to the amount
by which the investment exceeds three times the estimated annual revenue. Emerging lighting technologies and
Customer participation must be approved by the Company and the energy and maintenance benefits for each
project will be calculated based on predicted energy and luminaire life. The Company and the Customer will
mutually agree on all prices, terms, and conditions for the service under this provision, evidenced by signed
agreement.

RATES: As shown on Sheet No. D-45.00 and D-46.00.

BILLING: Billing will be on a monthly basis using the annual rate divided by twelve and rounded to the nearest
cent.

SURCHARGES AND CREDITS: As approved by the Commission. Applicable surcharges and credits are listed
in Sections C8.5 and C9.8.

LATE PAYMENT CHARGE: See Section C4.8.

CONTRACT TERM: Contracts for overhead service will be taken for a minimum of two years, except that where
more than two lights are installed or special purpose facilities are required, the contract term may be extended
up to five years. Contracts for underground service were taken for a minimum of five years. Conversion and/or
relocation of existing lighting facilities must be paid for by the customer, except where initiated by the
Company. The detailed provisions and schedule of such charges will be quoted upon request.

SPECIAL TERMS AND CONDITIONS: Outdoor protective lighting is intended primarily for installations
served from existing secondary facilities. All lights will be installed so as to overhang private property at
locations satisfactory to the customer and the Company. However, exceptions can be made for floodlight
installations to overhang public property where practical.

The stated charges for underground service on Sheet No. D-46.00 cover the ordinary trenching for cable
extensions under normal soil conditions in cleared areas.

(Continued on Sheet No. D-45.00)
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RATE SCHEDULE NO. D9 (Contd.) OUTDOOR PROTECTIVE LIGHTING

(1) Special purpose facilities are considered to be line or cable extensions, transformers, and any additional poles
without lights, excluding facilities provided under stated charges on Sheet No. D-45.00. Where special purpose
facilities are required, a service charge of 18% per year on the investment in such facilities will be billed in
installments as an addition to the regular rate for each light. In the event the customer discontinues service
before the end of the contract term, the established rate as well as the service charge on special purpose facilities
for the remaining portion of the contract term shall immediately become due and payable. This provision was
closed to new installations as of January 22, 1994.

(2) For new installations after January 22, 1994, which require investment in excess of three times the annual
revenue, this rate is available only to customers who make a contribution in aid of construction equal to the
amount by which the investment exceeds three times the annual revenue at the prevailing rate at the time of
installation.

RATES: All-night service.

Nominal Lamp Size Charge per
Watts Type of Service Lamp per Year

Overhead Protective Lighting Service
Existing Pole and Existing Secondary Facilities

175 Mercury Vapor $188.72

250 Mercury Vapor $223.14

400 Mercury Vapor $293.27

1,000 Mercury Vapor $544.76

100 High Pressure Sodium $138.26

150 High Pressure Sodium $165.97

250 High Pressure Sodium $214.90

400 High Pressure Sodium $340.35

1,000 High Pressure Sodium $433.71

100 Metal Halide $206.07

150 or 175 Metal Halide $265.18
250 Metal Halide $412.95

320 or 400 Metal Halide $437.67
1,000 Metal Halide $544.70

For installations prior to January 22, 1994. New Pole and Single Span of Secondary Facilities. The above rate plus
$24.48 per pole per year.

Effective January 22, 1994 installation requiring additional facilities shall pay a contribution in aid of construction in
lieu of the service charge. Contribution is described in paragraph (2) above.

Multiple Lamps on a Single Pole. For each additional luminaire added to the same pole the charge will be at the
existing pole rate.

The Energy Policy Act of 2005 states that no Mercury Vapor lamp ballasts may be manufactured or imported after
January 1, 2008. As a result, effective January 1, 2008, new Mercury Vapor lamps will no longer be available.
Customers with existing Mercury Vapor lamp ballasts will continue to receive service until those fixtures fail. At that
time, customers will be given the option of switching to High Pressure Sodium, Metal Halide or retiring the fixture.

(Continued on Sheet No. D-46.00)

Issued , 201 Effective for service rendered on

D. M. Stanczak and after , 201

Vice President

Regulatory Affairs Issued under authority of the
Michigan Public Service Commission

Detroit, Michigan dated , 201

in Case No. U-17767



MPSC Case No. U-17767

ATTACHMENT B
Page 63 of 110
M.P.S.C. No. 1 - Electric Revised Sheet No. D-46.00
DTE Electric Company Cancels Revised Sheet No. D-46.00
(Final Order Case No. U-17767)
(Continued from Sheet No. D-45.00)
RATE SCHEDULE NO. D9 (Contd.) OUTDOOR PROTECTIVE LIGHTING

RATES: All-night service supplied by mercury vapor lamps.

Nominal Lamp Size Charge per
Watts Lamp per Year

Ornamental Underground Protective Lighting Service*
Lamp Spacing up to 120 Feet of Trench

100 $354.69
175 $408.23
250 $430.34
400 $500.29
1,000 $699.17

Multiple Lamps on a Single Pole

For each additional luminaire added to the same pole reduce rate per lamp per year on the added
luminaire by $97.92.

The Energy Policy Act of 2005 states that no Mercury Vapor lamp ballasts may be manufactured or
imported after January 1, 2008. As a result, effective January 1, 2008, new Mercury Vapor lamps will
no longer be available. Customers with existing Mercury Vapor lamp ballasts will continue to receive
service until those fixtures fail. At that time, customers will be given the option of switching to High
Pressure Sodium, Metal Halide or retiring the fixture.

*Not available for new business.
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RATE SCHEDULE NO. D10 ALL-ELECTRIC SCHOOL BUILDING SERVICE RATE

AVAILABILITY OF SERVICE: Available to customers desiring service in school buildings served at primary
voltage who contract for a specified installed capacity of not less than 50 kilowatts at a single location provided
the space heating and water heating for all or a substantial portion of the premises is supplied by electric service
and is installed on a permanent basis.

HOURS OF SERVICE: 24 hours, subject to interruption by agreement, or by advance notice.

CURRENT, PHASE AND VOLTAGE: Alternating current, three-phase, nominally at 4,800 or 13,200 volts at the
option of the Company.

RATE PER MONTH:

Full Service Customers:

Power Supply Charges:
Energy Charge (June through October): 8.935¢ per kWh for all kWh
Energy Charge (November through May): 7.194¢ per kWh for all KWh
Delivery Charges:
Service Charge: $275per month
Distribution Charge: 0.0898¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

Retail Access Service Customers:
Delivery Charges:
Service Charge: $275 per month
Distribution Charge: 0.898¢ per kWh for all kwh

Surcharges and Credits: As approved by the Commission. See Section C9.8.

LATE PAYMENT CHARGE: See Section C4.8.

MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

(Continued on Sheet No. D-48.00)
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RATE SCHEDULE NO. E1 MUNICIPAL STREET LIGHTING RATE

AVAILABILITY OF SERVICE: Available to governmental agencies desiring controlled nighttime service for street lighting,
for public thoroughfares, public parking lots and other public areas. Mercury Vapor service listed hereunder is not available
for new business, except for limited additions to existing systems, but will be continued for customers taking said service as
of July 23, 1981.

HOURS OF SERVICE: For circuits controlled by photo-sensitive devices, the street lights are burning at all times when the
general level of illumination is lower than about 3/4 of a footcandle.

KIND OF SERVICE: Multiple or series street lighting at the option of the Company from overhead lines or underground
circuits.

The Company presently has three (3) street lighting rate options available to municipalities. They are: (I) A Company
owned system, (1) A municipally owned and Company maintained system, (II1) A municipally owned and maintained
system.

OPTION |
The Company will clean, inspect, operate and maintain street lighting equipment and furnish lamp replacements.

EXPERIMENTAL EMERGING LIGHTING TECHNOLOGY PROVISION: Auvailable on an optional basis to
customers desiring Municipal Street Lighting Service using emerging lighting technologies not otherwise offered through
the standard tariff. The Company will own, operate, and maintain the emerging lighting technology equipment and the
Customer will provide a contribution in aid of construction equal to the amount by which the investment exceeds three times
the estimated annual revenue. Emerging lighting technologies and Customer participation must be approved by the
Company and the energy and maintenance benefits for each project will be calculated based on predicted energy and
luminaire life. The Company and the Customer will mutually agree on all prices, terms, and conditions for the service under
this provision, evidenced by signed agreement.

OPTION 11
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RATE SCHEDULE NO. E1 MUNICIPAL STREET LIGHTING RATE

Where the street lighting system is owned by the municipality, but is maintained by the Company, the normal maintenance
will consist of replacement of glassware and lamps. Major maintenance such as broken lamp posts, etc., must be paid for by
the municipality. The street lighting system must be built to Company specifications.

This option has been closed to new customers effective January 14, 20009.

Existing Option Il customers desiring a change to emerging lighting technology (including LEDs) will be required to
convert either to Option I or Option 111 to accommaodate this change in lighting source.

OPTION Il
Where the municipality owns and maintains the system, the Company's function will be confined solely to the supply of
electricity. Customers desiring service under Option Il are free to determine the appropriate light source for their
application including incumbent and emerging technologies (including LEDs). Customers must supply adequate
documentation of the wattage of the light source that will be subject to the approval of the Company.
RATES: As shown on Sheet Nos. D-50.00, D-51.00 and D-52.00.
BILLING: Billing will be on a monthly basis using the annual rate divided by twelve and rounded to the nearest cent.
SURCHARGES AND CREDITS: As approved by the Commission. See Sections C8.5 and C9.8.

LATE PAYMENT CHARGE: See Section C4.8.

(Continued on Sheet No. D-50.00)
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RATE SCHEDULE NO. E1 (Contd.) MUNICIPAL STREET LIGHTING RATE

CONTRACT TERM: Open order terminable on a thirty day written notice by either party. Any conversion, relocation and/or removal of
existing street lighting facilities at the customer's request, including those removals necessitated by termination of service, must be paid for
by the customer. The detailed provisions and schedule of charges, which may include the remaining value of the existing facilities, will be
quoted upon request. The Company shall not withdraw service, and the municipality shall not substitute another source of service in whole
or in part, without twelve months' written notice to the other party.

Option I: Company Owned Street Lighting System
Where new installations require an investment in excess of an investment allowance, Option | is available only to customers who make a
contribution in aid of construction equal to the amount by which the investment exceeds three times the annual revenue at the prevailing rate at
the time of installation. (Effective January 1, 1991, the investment amount will be limited to direct cost. Effective January 1, 1992, the
investment amount will include full cost.)

As an alternative, where the required contribution exceeds $10,000, upon agreement of the customer and the Company, the customer will
pay an additional annual charge of 12% times the contribution amount in lieu of the cash contribution.

DE-ENERGIZED LIGHTS: Customers may elect to have any or all luminaires served under this rate disconnected. The charge per luminaire
per year, payable in equal monthly installments, shall be 60% of the regular yearly rates. A $35.00 charge per luminaire will be made at the
time of de-energization and at the time of re-energization.

DUSK TO MIDNIGHT SERVICE: For service to parking lots from dusk to approximately twelve o’clock midnight E.S.T., a discount of
1.060¢ per nominal lamp size wattage per month will be applied. One control per circuit will be provided.

EXPERIMENTAL PROGRAMMABLE PHOTOCELL SERVICE: Customers may elect to place luninaires on photocells that are
programmable to turn off lights at pre-determined times during the night. A discount of 1.060¢ per nominal lamp size wattage per month will be
applied.

RATES: All-night service.
(Overhead Street Lighting Service)per

Charge per

Nominal Lamp Size Type of Service Lamp per Year
100 Watt Mercury Vapor $157.47
175 Watt Mercury Vapor $203.95
250 Watt Mercury Vapor $229.63
400 Watt Mercury Vapor $305.81
1,000 Watt Mercury Vapor $545.42
70 Watt High Pressure Sodium $177.30

(Continued on Sheet No. D-50.01)
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Revised Sheet No. D-50.01

(Continued from Sheet No. D-50.00)

RATE SCHEDULE NO. E1

100 Watt High Pressure Sodium
150 Watt High Pressure Sodium
250 Watt High Pressure Sodium
360 or 400 Watt High Pressure Sodium
1,000 Watt High Pressure Sodium
70 Watt Metal Halide
100 Watt Metal Halide
150 or 175 Watt Metal Halide
250 Watt Metal Halide
320 or 400 Watt Metal Halide
1,000 Watt Metal Halide

e Multiple Lamps on a Single Pole

MUNICIPAL STREET LIGHTING RATE

$186.55
$203.95
$237.90
$310.43
$574.62
$256.40
$269.79
$319.19
$358.13
$466.07
$771.03

e For each additional luminaire added to the same pole, reduce rate per lamp per year on the added luminaire $12.24.

e The Energy Policy Act of 2005 states that no Mercury Vapor lamp ballasts may be manufactured or imported after January 1, 2008. As a
result, effective January 1, 2008, new Mercury Vapor lamps will no longer be available. Customers with existing Mercury Vapor lamp
ballasts will continue to receive service until those fixtures fail. At that time, customers will be given the option of switching to High

Pressure Sodium, Metal Halide or retiring the fixture.

(Continued on Sheet No. D-51.02)
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RATE SCHEDULE NO. E1 (Contd.)

Option I:

Company Owned Street Lighting System (Contd.)
Ornamental Underground Street Lighting Service
(Lamp Spacing up to 120 Feet of Street)

RATES: All-night service.

Nominal Lamp Size

100 Watt

175 Watt

250 Watt

400 Watt

1,000 Watt

70 Watt

100 Watt

150 Watt

250 Watt

360 Watt

400 Watt

1,000 Watt

70 Watt

100 Watt

150 or 175 Watt
250 Watt

320 or 400 Watt
1,000 Watt

(Continued from Sheet No. D-50.01)

Type of Service

Mercury Vapor
Mercury Vapor
Mercury Vapor
Mercury Vapor
Mercury Vapor
High Pressure Sodium
High Pressure Sodium
High Pressure Sodium
High Pressure Sodium
High Pressure Sodium
High Pressure Sodium
High Pressure Sodium
Metal Halide
Metal Halide
Metal Halide
Metal Halide
Metal Halide
Metal Halide

MUNICIPAL STREET LIGHTING RATE

Charge per
Lamp per Year

$357.53
$ 411.07
$ 453.17
$539.57
$757.76
$ 325.64
$334.77
$ 365.07
$426.52
$521.20
$520.35
$676.23
$426.16
$439.06
$518.77
$581.68
$714.93
$ 886.88

(Continued on Sheet No. D-51.03)
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(Continued from Sheet No. D-50.02)

RATE SCHEDULE NO. E1 MUNICIPAL STREET LIGHTING RATE

e For lamp spacing over 120 feet up to 325 feet on the same side of street, add to rate per lamp

PEE WAL 1.ttt ettt ettt sttt sttt b et ettt s e b b et et R e b b e bt h e b b e et et b et et e s et bere bt erer et $24.48
e For Semi-Ornamental Systems which employ Ornamental Post Units served from overhead
conductors, where such construction is practical, reduce rate per lamp per year ...........c.cccceee... $21.48

Multiple Lamps on a Single Pole
o For additional luminaire added to the same pole, reduce rate per lamp per year on the added luminaire

OFNAMENTAL.....eviicti ittt ettt e sttt e st et st e s e be st e seebe st eseebesbesesreens $97.92
Ornamental-Lamp spacing over 120 fEet ... iiiirie i $122.40
SEMI-ONAMENTAL ......cviviiiiiciece ettt st e et st se et st re b ens $76.56

(Continued on Sheet No. D-52.00)
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RATE SCHEDULE NO. E1 (Contd.)

(Continued from Sheet No. D-51.00)

OPTION II: Street Equipment Owned by Municipality

RATES: All-night service

MUNICIPAL STREET LIGHTING RATE

Charge per
Nominal Lamp Size Type of Service Lamp per Year
175 Watt Mercury Vapor $ 125.46
250 Watt Mercury Vapor $160.14
400 Watt Mercury Vapor $194.83
1,000 Watt Mercury Vapor $335.38
70 Watt High Pressure Sodium $102.83
100 Watt High Pressure Sodium $111.83
250 Watt High Pressure Sodium $166.23
360 or 400 Watt High Pressure Sodium $240.09
1,000 Watt High Pressure Sodium $430.42
70 Watt Metal Halide $118.53
100 Watt Metal Halide $126.80
175 Watt Metal Halide $165.26
250 Watt Metal Halide $180.22
400 Watt Metal Halide $261.39
1,000 Watt Metal Halide $440.64

The Energy Policy Act of 2005 states that no Mercury Vapor lamp ballasts may be manufactured or imported after
January 1, 2008. As a result, effective January 1, 2008, new Mercury Vapor lamps will no longer be available.
Customers with existing Mercury Vapor lamp ballasts will continue to receive service until those fixtures fail. At that
time, customers will be given the option of switching to High Pressure Sodium, Metal Halide or retiring the fixture.
DE-ENERGIZED LIGHTS: Customers may elect to have any or all luminaires served under this rate
disconnected. The charge per luminaire per year, payable in equal monthly installments, shall be 10% of the
above yearly rates. A $35.00 charge per luminaire will be made at the time of de-energization and at the time of
re-energization.

DUSK TO MIDNIGHT SERVICE: For service to parking lots from dusk to approximately twelve o'clock
midnight E.S.T., a discount of 1.060¢ per nominal watt per month will be applied. One control per circuit will
be provided.

(Continued on Sheet No. D-53.00)
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RATE SCHEDULE NO. E1 (Contd.) MUNICIPAL STREET LIGHTING RATE

OPTION I1I:  Municipally Owned and Maintained Street Lighting System (Unmetered)

RATES: Where the municipality owns, operates, cleans and renews the lamps, and the Company's service is
confined solely to the supply of electricity from dusk to dawn, the monthly charge of said service shall be 3.65¢ per
nominal connected watt per month of lamps so served. If it is necessary for the Company to install facilities to
provide service for the lamps, the customer will reimburse the Company for these costs. Contract Rider No. 2
charges will also apply.

OPTION III:  Municipally Owned and Maintained Street Lighting System (Controlled/Metered)

AVAILABILITY OF SERVICE: Available to governmental agencies desiring controlled nighttime service for
primary or secondary voltage energy-only street lighting service where the Company has existing distribution
lines available for supplying energy for such service. Luminaires served under any of the Company's other
street lighting rates shall not be intermixed with luminaires serviced under this street lighting rate. This rate is
not available for resale purposes. Service is governed by the Company's Standard Rules and Regulations.

HOURS OF SERVICE: For circuits controlled by automatic timing devices, one-half hour after sunset until one-
half hour before sunrise. For circuits controlled by photo-sensitive devices, the streetlights burn whenever the
general level of illumination is less than approximately 3/4 footcandle. For dusk to midnight service, luminaires
shall be controlled to turn off at approximately twelve o'clock midnight.

KIND OF SERVICE:

Secondary Voltage Service: Alternating current, 60 hertz, single-phase 120/240 nominal volt service for a
minimum of ten luminaires located within a clearly defined area. Except for control equipment, the customer
will furnish, install, own and maintain all equipment comprising the street lighting system up to the point of
attachment with the Company's distribution system. The Company will connect the customer's equipment to
the Company's lines and supply the energy for operation. All of the customer's equipment will be subject to the
Company's review.

Primary Voltage Service: Alternating current, 60 hertz, single-phase or three-phase, primary voltage service for
actual demands of not less than 100 kW at each point of delivery. The particular nature of the voltage shall be
determined by the Company. The customer will furnish, install, own and maintain all equipment comprising
the street lighting system, including control equipment, up to the point of attachment with the Company's
distribution system. The Company will supply the energy for operation of the customer's street lighting system.

(Continued on Sheet No. D-54.00)
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(Continued from Sheet No. D-53.00)
RATE SCHEDULE NO. E1 (Contd.) MUNICIPAL STREET LIGHTING RATE

MONTHLY RATE:
Secondary Energy
Full Service Customers:

Power Supply Charge:
5.191¢ per kwWh for all kwh

Delivery System Charge:
2.415¢ per kWh based on the capacity requirements in kilowatts of the equipment assuming 4,200
burning hours per year, adjusted by the ratio of the monthly kWh consumption to the total annual kWh
consumption.

Retail Access Service Customers:

Delivery System Charge:
2.415¢ per kWh based on the capacity requirements in kilowatts of the equipment assuming 4,200
burning hours per year, adjusted by the ratio of the monthly kWh consumption and the total annual
kwWh consumption.

At the Company's option, service may be metered and the metered kWh will be the basis for billing.
Capacity requirements of lighting equipment shall be determined by the Company from manufacturer
specifications, but the Company maintains the right to test such capacity requirements from time to time.
In the event that Company tests show capacity requirements other than those indicated in manufacturer
specifications, the capacity requirements indicated by Company tests will be used. The customer shall not
change the capacity requirements of its equipment without first notifying the Company in writing.

Option I1I: Municipally Owned and Maintained Street Lighting System (Controlled/Metered)

(Continued on Sheet No. D-54.01)
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RATE SCHEDULE NO. E1 (Contd.) MUNICIPAL STREET LIGHTING RATE

For dusk to midnight service, the monthly Power Supply Charge per kwWh shall be 10.300¢ per kwWh and the
Delivery System Charge shall be 2.415¢ per kWh for secondary service.

PRIMARY ENERGY CHARGE: 7.551¢ per kWh as metered.
BILLING: Billing will be on a monthly basis.

SURCHARGES AND CREDITS: As approved by the Commission. Power Supply Charges are subject to Section
C8.5. Delivery Charges are subject to Section C9.8.

LATE PAYMENT CHARGE: See Section C4.8.
MINIMUM CHARGE: The contract minimum.

CONTRACT TERM: Contracts will be taken for a minimum of two years, extending thereafter from year to year
until terminated by mutual consent or upon 12 months' written notice by either party.
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RATE SCHEDULE NO. E2 TRAFFIC AND SIGNAL LIGHTS

AVAILABILITY OF SERVICE: Auvailable to municipalities or other public authorities, hereinafter referred to as
customer, operating lights for traffic regulation or signal lights on streets, highways, airports or water routes, as
distinguished from street lighting. Customers desiring service under Rate Schedule No. E2 are free to
determine the appropriate light source for their application including incumbent and emerging technologies
(including LEDs). Customers must supply adequate documentation of the wattage of the light source that will
be subject to the approval of the Company.

HOURS OF SERVICE: 24 hours.
CURRENT, PHASE AND VOLTAGE: Alternating current, single-phase, at 120 volts two-wire.

SERVICE CONNECTIONS: The customer is to furnish and maintain all necessary wiring and equipment,
including lamps and lamp replacements, or reimburse the Company therefore, except that the Company will
furnish, install and maintain such span poles and messenger cable as may be needed to support the traffic or
signal lights of the overhead type. Connections are to be brought to the Company's underground and overhead
lighting mains by the customer as directed by the Company, and the final connection to the Company's main is
to be made by the Company.

Conversion and/or relocation of existing facilities must be paid for by the customer, except when initiated by
the Company. The detailed provisions and schedule of such charges will be quoted upon request.

RATES: 4.186¢ per month per watt of the total connected traffic light or signal light load in service for each
customer.

Total connected wattage will be reckoned as of the fifteenth of the month. Lamps removed from service before
the fifteenth or placed in service on or after the fifteenth will be omitted from the reckoning; conversely, lamps
placed in service on or before the fifteenth of the month or removed from service after the fifteenth of the month
will be reckoned for a full month. Lamps operated cyclically, on and off, will be reckoned at one-half wattage
and billed for a full month. No such reduction of reckoned wattage will be allowed for lamps in service but
turned off during certain hours of the day.

The Company may, at its option, install meters and apply a standard metered rate schedule applicable to the
service.

SURCHARGES AND CREDITS: As approved by the Commission. See Sections C8.5 and C9.8.

LATE PAYMENT CHARGE: See Section C4.8.

MINIMUM CHARGE: $3.00 per customer per month.

CONTRACT TERM: Open order on a month-to-month basis. However, the Company shall not withdraw service,

and the customer shall not substitute another source of service in whole or in part, without twelve months'
written notice to the other party.
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STANDARD CONTRACT RIDER NO. 1.1 ALTERNATIVE ELECTRIC METAL MELTING
APPLICABLE TO: General Service Rate Schedule Designation D3
Large General Service Rate Schedule Designation D4
Primary Supply Rate Schedule Designation D11
Interruptible Supply Rate Schedule Designation D8

Customers operating electric furnaces for metal melting or for the reduction of metallic ores and/or electric use
consumed in holding operations and taking their supply at any of the above rates and who provide special
circuits so that the Company may install necessary meters, may take service under this Rider subject to Section
C4.4 - Choice of Rates..

Customers shall be subject to immediate interruption on short-term notice if necessary, in order to maintain
system integrity. The customer shall be provided, whenever possible, notice in advance of probable interruption
and estimated duration of interruption.

Non-Compliance Penalty: A customer who does not interrupt within one hour following a system integrity
interruption order shall be billed at the rate of $10 per kW for the highest 30-minute kW demand created during
the interruption period in addition to the prescribed monthly rate.

Electric energy from any facilities, other than the Company's, except for on-site generation installed prior to
January 1, 1986, will be used to first reduce the sales on this rider. Standby service will not be billed at this
rider, but must be taken under Riders No. 3, No. 5 or No. 6.

RATE PER MONTH:
Full Service Customers:

Power Supply Charges:
Energy Charges:
For service at secondary voltage level (less than 4.8 kV)
8.073¢ per kWh for the first 100 hours use of maximum demand
4.405¢ per kWh for the excess

For service at primary voltage level (4.8 kV to 13.2 kV)
7.442¢ per KWh for the first 100 hours use of maximum demand
4.103¢ per kWh for the excess

For service at subtransmission voltage level (24 kV to 41.6 kV)
7.397¢ per kWh for the first 100 hours use of maximum demand
3.996¢ per kWh for the excess

For service at transmission voltage level (120 kV and above)
7.126¢ per KWh for the first 100 hours use of maximum demand
3.820¢ per kWh for the excess

(Continued on Sheet No. D-58.00)
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(Continued from Sheet No. D-57.00)

STANDARD CONTRACT RIDER NO. 1.1 (Contd.) ALTERNATIVE ELECTRIC METAL MELTING

Delivery Charges:
Distribution Charges:
For service at secondary voltage level (less than 4.8 kV)
1.684¢ per kWh for the first 100 hours use of maximum demand
1.684¢ per kWh for the excess

For service at primary voltage level (4.8 kV to 13.2 kV)
1.048¢ per kWh for the first 100 hours use of maximum demand
1.048¢ per kWh for the excess

For service at subtransmission voltage level (24 kV to 41.6 kV)
0.404¢ per kWh for the first 100 hours use of maximum demand
0.404¢ per kWh for the excess

For service at transmission voltage level (120 kV and above)
0.264¢ per kWh for the first 200 hours use of maximum demand
0.264¢ per kWh for the excess

Substation Credit: Available to customers where service at sub-transmission voltage (24 kV to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of 0.3¢/kWh will be applied to the energy use
associated with the first 100 hours use of maximum demand.

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8

(Continued on Sheet No. D-59.00)
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STANDARD CONTRACT RIDER NO. 1.1 (Contd.) ALTERNATIVE ELECTRIC METAL MELTING

Retail Access Service Customers:

Delivery Charges:
Distribution Charges:
For service at secondary voltage level (less than 4.8 kV)
1.684¢ per kWh for the first 100 hours use of maximum demand
1.684¢ per kWh for the excess

For service at primary voltage level (4.8 kV to 13.2 kV)
1.048¢ per kWh for the first 100 hours use of maximum demand
1.048¢ per kWh for the excess

For service at subtransmission voltage level (24 kV to 41.6 kV)
0.404¢ per kWh for the first 100 hours use of maximum demand
0.404¢ per kWh for the excess

For service at transmission voltage level (120 kV and above)
0.264¢ per kWh for the first 100 hours use of maximum demand
0.264¢ per kwWh for the excess

Substation Credit: Awvailable to customers where service at sub-transmission voltage (24 kV to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of 0.3¢/kWh will be applied to the energy use
associated with the first 200 hours use of maximum demand.

Surcharges and Credits: As approved by the Commission. See Section C9.8.
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STANDARD CONTRACT RIDER NO. 1.2 ELECTRIC PROCESS HEAT
APPLICABLE TO: General Service Rate Schedule Designation D3
Large General Service Rate Schedule Designation D4
Primary Supply Rate Schedule Designation D11
Interruptible Supply Rate Schedule Designation D8

Customers using electric heat as an integral part of a manufacturing process, or electricity as an integral part of
an anodizing, plating or coating process, and taking their supply at any of the above rates and who provide
special circuits to accommodate separate metering may take service under this Rider subject to Section C4.4-
Choice of Rates.

This Rider is available only to customers who add new load on or after May 1, 1986 to engage in the above
described processes and to customers served on R1.1 prior to May 1, 1986 and engaged in the above described
processes.

Customers shall be subject to immediate interruption on short-term notice if necessary, in order to maintain
system integrity. The customer shall be provided, whenever possible, notice in advance of probable interruption
and estimated duration of interruption.

Non-Compliance Penalty: A customer who does not interrupt within one hour following a system integrity
interruption order shall be billed at the rate of $10 per kW for the highest 30-minute kW demand created during
the interruption period in addition to the prescribed monthly rate.

Electric energy from any facilities, other than the Company's, except for on-site generation installed prior to
January 1, 1986, will be used to first reduce the sales on this rider. Standby service will not be billed at this
rider, but must be taken under Riders No. 3, No. 5 or No. 6.

RATE PER MONTH:
Full Service Customers:

Power Supply Charges:
Energy Charges:
For service at secondary voltage level (less than 4.8 kV)
8.073¢ per kWh for the first 100 hours use of maximum demand
4.405¢ per kWh for the excess

For service at primary voltage level (4.8 kV to 13.2 kV)

7.442¢ per KWh for the first 100 hours use of maximum demand
4.103¢ per KwWh for the excess

(Continued on Sheet No. D-62.00)
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(Continued from Sheet No. D-61.00)

STANDARD CONTRACT RIDER NO. 1.2 (Contd.) ELECTRIC PROCESS HEAT

For service at subtransmission voltage level (24 kV to 41.6 kV)
7.397¢ per KWh for the first 100 hours use of maximum demand
3.996¢ per kWh for the excess

For service at transmission voltage level (120 kV and above)
7.126¢ per kWh for the first 100 hours use of maximum demand
3.820¢ per kWh for the excess

Delivery Charges:
Distribution Charges:
For service at secondary voltage level (less than 4.8 kV)
1.684¢ per kWh for the first 100 hours use of maximum demand
1.684¢ per kwWh for the excess

For service at primary voltage level (4.8 kV to 13.2 kV)
1.048¢ per kWh for the first 100 hours use of maximum demand
1.048¢ per kWh for the excess

For service at subtransmission voltage level (24 kV to 41.6 kV)
0.404¢ per kWh for the first 100 hours use of maximum demand
0.404¢ per kWh for the excess

For service at transmission voltage level (120 kV and above)
0.264¢ per kwWh for the first 100 hours use of maximum demand
0.264¢ per kwWh for the excess

Substation Credit: Awvailable to customers where service at sub-transmission voltage (24 kV to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of 0.3¢/kWh will be applied to the energy use
associated with the first 100 hours use of maximum demand.

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.
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STANDARD CONTRACT RIDER NO. 1.2 (Contd.) ELECTRIC PROCESS HEAT
Retail Access Service Customers:

Delivery Charges:

Distribution Charges:
For service at secondary voltage level (less than 4.8 kV)
1.684¢ per kWh for the first 100 hours use of maximum demand
1.684¢ per kWh for the excess

For service at primary voltage level (4.8 kV to 13.2 kV)
1.048¢ per kWh for the first 100 hours use of maximum demand
1.048¢ per kWh for the excess

For service at subtransmission voltage level (24 kV to 41.6 kV)
0.404¢ per kWh for the first 100 hours use of maximum demand
0.404¢ per kWh for the excess

For service at transmission voltage level (120 kV and above)
0.264¢ per kwWh for the first 100 hours use of maximum demand
0.264¢ per kwWh for the excess

Substation Credit: Awvailable to customers where service at sub-transmission voltage (24 kV to 41.6
kV) or higher is required, who provide the on-site substation including all necessary transforming,
controlling and protective equipment. A credit of 0.3¢/kWh will be applied to the energy use
associated with the first 200 hours use of maximum demand.

Surcharges and Credits: As approved by the Commission. See Section C9.8.
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STANDARD CONTRACT RIDER NO.3 PARALLEL OPERATION AND STANDBY SERVICE AND
STATION POWER STANDBY SERVICE

There are two categories of standby service provided under this rider, “STANDBY SERVICE” AND “STATION
POWER STANDBY SERVICE”. STANDBY SERVICE applies to customers with generation facilities that are
located within the Company’s retail service territory and directly interconnected with the Company. STATION
POWER STANDBY SERVICE applies to customers with generation facilities that are located within the
Company’s retail service territory and that are directly interconnected to ITC Transmission.

STANDBY SERVICE

STANDBY SERVICE: Available to customers with generation facilities that are located within the Company’s
retail service territory and directly interconnected with the Company. Customers who desire the Company to
serve the power supply requirements of load that is normally served by the customer’s generator or prime
mover must take standby service under the provisions of this rider unless otherwise exempted by order of the
Michigan Public Service Commission or by the provisions set forth below and must take supplemental service
on one of the applicable filed rates listed below.

Customers purchasing their entire energy requirements from the Company with generators or prime movers
installed for use only in emergency will not be considered as taking standby service.

Customers with generators or prime movers installed solely for use to provide a load for testing equipment such
as regenerative dynamometers may elect not to purchase standby energy service for that equipment under this
rider, must meet the applicable parallel operation requirement, must purchase power that would, absent this
provision, be considered standby on another rate schedule and must take standby for any additional generating
equipment normally site load.

APPLICABLE TO: General Service Rate Schedule Designation D3
Secondary Educational Institution Rate Schedule Designation D3.2
Interruptible General Service Rate Schedule Designation D3.3
Large General Service Rate Schedule Designation D4
Primary Supply Rate Schedule Designation D11
Primary Educational Institution Rate Schedule Designation D6.2
Interruptible Supply Rate Schedule Designation D8

PARALLEL OPERATION: The customer must meet the interconnection requirements of the Company specified
in "The Michigan Electric Utility Generator Interconnection Requirements” as approved by the Commission,
and must enter into an Interconnection and Operating Agreement with the Company before parallel operation
will be permitted. Operating in parallel with the Company's system without written approval by the Company
of the interconnection and any subsequent changes to the interconnection will make the customer subject to
disconnection.

INDEMNIFICATION AND INSURANCE: Except for the acts or omissions of the Company's employees or
agents which occur on the Customer's side of the point of interconnection the customer shall indemnify, defend
and hold the Company and its officers, agents and employees harmless from any liabilities, claims, losses,
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STANDARD CONTRACT RIDER NO. 3 (Contd.) PARALLEL OPERATION AND STANDBY SERVICE AND
STATION POWER STANDBY SERVICE

RATES:

Power Supply Charges:
Monthly Generation Reservation Fee:
$ 1.75 times the standby contract capacity in kW, per month.

Demand Charges:

A daily on-peak standby demand charge will be charged based on the determination of standby power
coincident with the daily highest 30-minute integrated reading during on-peak hours of the demand
meters which measure the total load served by the Company. Standby demand equals standby contract
capacity minus the 30-minute output toward internal load of the customer's generator less any
reduction the customer can accomplish by reducing the supplemental demand below the maximum
monthly on peak supplemental demand, but not less than zero, and not greater than the total load
served by the Company.

The daily on-peak backup demand charge is $ 4.60 per kW per day during periods other than
maintenance periods as defined below.

The daily on-peak backup demand charge is $ 2.60 per kW per day during maintenance periods as
defined below.

Energy Charge:

An energy charge for back-up and maintenance power will be charged based on standby contract
capacity less the output toward internal load of the customer's generator, but not less than zero. For
customers served on supplemental rate schedules D4, D11, D6.2and D8 the energy charge will be the
D11 on-peak power supply energy charge, 3.807¢ per kWh, plus appropriate power supply credits,
including but not limited to off-peak credit, and voltage level credit. For customers served on
supplemental rate schedules D3, D3.2 and D3.3, the energy charge will be the applicable power supply
energy charge specified in the customer’s supplemental rate.

The energy as stated herein, is also subject to provisions of the PSCR clause and other Surcharges and
Credits Applicable to Power Supply as approved by the Commission. See Section C8.5.

Waivers and limits for demand/energy rates:
For customers taking supplemental service at demand/energy rates schedules D4, D11, D6.2and D8, and
customers switching from energy only rates to demand/energy/rates, the following applies.

If the total of daily demand charges for the month is less than the monthly generation reservation fee,
then the daily demand charges will be waived for that month.

If the total of daily demand charges for the month is greater than the monthly generation reservation
fee, then the generation reservation fee will be waived for that month.
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STANDARD CONTRACT RIDER NO. 3 (Contd.) PARALLEL OPERATION AND STANDBY SERVICE AND
STATION POWER STANDBY SERVICE

If the total of daily demand charges for the month is greater than the Rider 3 Daily Demand Cap the
customer will pay the Daily Demand Cap. For customers served on supplemental rates schedule D4,
The Daily Demand Cap will be determined as the D11 Power Supply Demand Charge times the
maximum standby contract capacity utilized plus the Rider 3 Generation Reservation Charge times the
difference between the total standby contract capacity and the maximum standby utilized. For
customers served on supplemental rates schedules D11, D6.2and D8, The Daily Demand Cap will be
determined as the D11 Power Supply Demand Charge times the maximum standby contract capacity
utilized plus the difference between the product of the D11 Distribution Demand Charge times the
standby contract capacity utilized and the standby Distribution Charge times the standby contract
capacity utilized plus the voltage specific D11 Delivery Charge energy component applied to all
standby energy delivered plus the Rider 3 Generation Reservation charge times the difference between
the total standby contract capacity and the maximum standby utilized.

Waivers and limits for energy-only rates:
For customers taking supplemental service on energy-only rates for the entire billing cycle, schedules D3,
D3.3, and E5, the following applies.

If the total of daily demand charges for the month is less than the monthly generation reservation fee,
then the daily demand charges will be waived for that month.

If the total of daily demand charges for the month is greater than the monthly generation reservation
fee, then the daily demand charges will be waived for that month provided that the supplemental rate
continues as an energy-only rate. If not, then paragraphs (6)(b) and (6)(c) above will apply.

MAINTENANCE PERIODS: A customer may specify, subject to conditions below set by the Company, up to
20 on-peak days during a year as maintenance days. In addition standby daily demands on the day after
Thanksgiving and on-peak days occurring during the period from December 24 through January 1 will be
priced at the maintenance day rate specified above. A maintenance day is a calendar 24-hour day.
Conditions for setting maintenance days:

(a) The customer must request maintenance days in writing.

(b) The Company must receive the request at least 45 days before the first requested maintenance day.

(c) Requests will be honored according to the date received.

(d) Requests may be refused by the Company if they conflict with the Company’s own schedule of
maintenance and expected demands. The Company will permit the customer to select alternative
maintenance days.

(e) If there is a substantial change in circumstances which make the agreed upon schedule impractical for
either party, the other party upon request shall make reasonable efforts to adjust the schedule in a

manner that is mutually agreeable.
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STANDARD CONTRACT RIDER NO. 3 (Contd.) PARALLEL OPERATION AND STANDBY SERVICE AND
STATION POWER STANDBY SERVICE

Delivery Charges:
Service Charge:
$275  per customer per month for customers served at primary voltage
$375  per customer per month for customers served above primary voltage.
$95 per customer per month for customers served at secondary voltages.

Distribution Charge:

Distribution charges will be as follows:
$ 3.38 per kW at primary voltage applied to the standby contract capacity
$ 1.34 per kW at subtransmission voltage applied to the standby contract capacity
$ 0.88 per kW at transmission voltage applied to the standby contract capacity
For service provided in conjunction with a secondary voltage base rate the Delivery Charge will be the
greater of $ 8.99 per kW applied to standby contract capacity or 3.596¢/kWh applied to all standby
energy delivered.

Substation Credit: Available to customers served at subtransmission voltage level (24 to 41.6 kW) or
higher who provide the on-site substation including all necessary transforming, controlling, and protective
equipment. A credit of $.30 per kW shall be applied to the distribution demand charge per kW of standby
capacity. An additional credit of 0.040¢ per kWh of standby delivered will be given where the service is
metered on the high voltage side of the transformer.

Surcharges and Credits Applicable to Delivery Service: As approved by the Commission. See Section

C9.8.
(Continued on Sheet No. D-73.00)
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STANDARD CONTRACT RIDER NO. 3 (Contd.) PARALLEL OPERATION AND STANDBY SERVICE AND
STATION POWER STANDBY SERVICE

ADJUSTMENT OF PRIOR RATCHETS: When a customer takes standby service under Rider No. 3, the setting
or the increasing or decreasing of standby contract capacity will affect the existing ratchet levels on the
supplemental rate as follows:

(@ An amount in kW equal to the initial standby contract capacity (or to the increase or decrease) will be
subtracted from (or subtracted from or added to) the existing ratcheted maximum demand level for
customers on supplemental rates D11 D6.2and D8.

(b) Anamount in kW equal to 65% of the initial standby contract capacity (or of the increase or decrease) will
be subtracted from (or subtracted from or added to) the existing ratcheted on-peak billing demand level for
customers on supplemental rates D4, D11, D6.2 and D8.

LATE PAYMENT CHARGE: See Section C4.8.
SCHEDULE OF ON-PEAK HOURS: See Section C11.

POWER FACTOR CLAUSE: The rates and charges under this tariff are based on the customer maintaining a
power factor of not less than 85% lagging. Customers are responsible for correcting power factors less than
70% at their own expense. The size, type and location of any power factor correction equipment must be
approved by the Company. Such approval will not be unreasonably withheld. A penalty will be applied to the
total amount of the monthly billing for supplemental and standby service for power factor below 85% lagging in
accordance with the table in Power Factor Determination, Section C12. The penalty will not be applied to the
on-peak billing demand ratchet nor to the minimum contract demand of the supplemental rate, but will be
applied to metered quantities.

INTERRUPTIBLE STANDBY SERVICE:

(@) Interruptible standby service is supplied in conjunction with supplemental rates D8 and D3.3, provided that
the customer qualifies for D8 or D3.3 under the provisions of the respective rates.

(b) For customers taking service on supplemental rate D8, the daily demand charge for back-up power and
maintenance power will be waived on a day that the Company requests interruption, provided that the
customer is assessed neither a non-interruption fee nor a non-interruption penalty under the terms of the D8
rates.

(c) For customers taking service on supplemental rate D3.3, the customer's generator, prime mover, or other
source of energy must be connected only to the interruptible circuit. The energy charge for back-up power
and maintenance power will be the same as the energy charge for the D3.3 rate. The daily demand charge
will be waived on a day that the Company interrupts the circuit.

(d) Interruptible standby service will also be supplied in conjunction with any new interruptible supplemental
rates approved by the Commission after January 1, 1989, under terms to be incorporated in this section.
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STANDARD CONTRACT RIDER NO. 3 (Contd.).) PARALLEL OPERATION AND STANDBY SERVICE AND
STATION POWER STANDBY SERVICE

STATION POWER STANDBY SERVICE
SERVICE UNDER THIS PROVISION BECOMES EFFECTIVE APRIL 1, 2014

STATION POWER STANDBY SERVICE: Auvailable to customers with generation facilities that are located
within the Company’s retail service territory and that are interconnected to ITC Transmission. The power
supply requirements necessary to maintain and operate the generating facility that are normally served by the
facility’s on-site generation but which instead are provided by the facility’s taking power through its
transmission interconnection must be provided under the station Power Standby Service provisions of this rider.

APPLICABLE TO: General Service Rate Schedule Designation D3
HOURS OF SERVICE: 24 hours, subject to interruption by agreement, or by advance notice.

CONTRACT CAPACITY: Customers shall initially contract for a specified capacity in kilowatts sufficient to
meet expected maximum requirements. Any single reading of the demand meter or aggregation of demand
meters recording inflow to the facility in any month that exceeds the contract capacity then in effect shall
become the new contract capacity.

METERING REQUIREMENTS: All customers taking service under this rider must install the necessary
equipment to permit metering. The Company will supply the metering equipment. Service to the customer
under this Rider will be metered with demand-recording equipment. Any equipment installed by the customer
necessary to accommodate the Company’s metering equipment must be approved by the Company and must be
compatible with the Company’s Meter Data Acquisition System.

RATES:
Power Supply:
Station Power Energy Service will be priced on the basis of the real time MISO locational hourly marginal
energy price for the Company-appropriate load node. In additional to the MISO locational hourly marginal
energy price the following charges will also apply:

0.715¢/kWh for MISO network transmission costs and MISO energy market costs plus,

An administrative charge of 1.515¢/kWh plus,

Surcharges and Credits Applicable to Power Supply, excluding PSCR, as approved by the Commission.
See Section C8.5

Service Charge:
$ 375 per customer per month

LATE PAYMENT CHARGE: See Section C4.8

CONTRACT TERM: The contract term is from month to month until terminated by mutual consent or on one
month written notice by either party.
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STANDARD CONTRACT RIDER NO. 4 RESALE OF SERVICE
APPLICABLE TO: General Service Rate Schedule Designation D3
Large General Service Rate Schedule Designation D4
Primary Supply Rate Schedule Designation D11
Retail Access Service Tariff Schedule Designation EC2

Electricity supplied to a customer is for his exclusive use on the premises to which it is delivered by the
Company. Customers desiring to resell electric service to their tenants must secure authority from the Company
which will be evidenced by a rider attached to the contract for service. Resale option is closed to new service or
expanded service for resale for residential service as of March 31, 1979. For purposes of this tariff, the
provision of electric vehicle charging service for which there is no direct per kWh charge shall not be
considered resale of service.

If the reselling customer elects to take service under the DTE Electric Retail Access Service Tariff, the ultimate
user (residential, commercial or industrial customer) shall be served and charged for such service under the
Retail Access Service Tariff in the Company’s rate schedule available for similar services under like conditions.

The reselling customer shall provide notice to tenants of the decision to obtain electric service pursuant to the
Retail Access Service Tariff and that as a result power supply charges are no longer regulated by the
Commission.

MULTIPLE OCCUPANCY BUILDINGS:

The owner or operator of an office building, apartment building, etc., with at least thirty tenants (or less at the
option of the Company where extensions of the Company service to the individual tenants is impractical) whose
combined requirements regularly exceed 20,000 kilowatthours per month, may purchase electric energy from
the Company for resale to the tenants of the building on condition that service to each tenant shall be separately
metered, and that the tenants shall be charged for such service the current rate of the Company for similar
service under like conditions.

No landlord may charge his tenants more nor less for resold electric service purchased from the Company than
the tenants would be charged by the Company if served directly. If this requirement is violated, the Company
may refuse service to the building. The renting of premises with the cost of electric service included in the
rental is held not to be a resale of service. The Company does not furnish nor maintain meters for the resale of
energy by landlords to tenants.

MOBILE HOME PARKS:
In some cases it is not practical for the Company to furnish service directly to individual mobile homes in
mobile home parks. Because of this, the park operators may purchase electric energy from the Company for

resale to tenants, provided that service to each tenant buying energy shall be separately metered and billed at the
Company's Residential Service Rate.
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STANDARD CONTRACT RIDER NO. 5

COGENERATION

AVAILABILITY: Customers who employ cogeneration technology as an energy source and sell electric output of
their cogeneration facility to the Company may receive service under the filed rates and applicable riders:

General Service Rate

Secondary Educational Institution Rate

Interruptible General Service Rate
Large General Service Rate

Primary Supply Rate

Primary Educational Institution Rate
Interruptible Supply Rate

Schedule Designation D3
Schedule Designation D3.2
Schedule Designation D3.3
Schedule Designation D4
Schedule Designation D11
Schedule Designation D6.2
Schedule Designation D8

This rate is available only to customers who obtain qualifying status from the Federal Energy Regulatory
Commission. Prior to interconnection, the customer shall provide a copy of such notification to the Company.

CHARACTER OF SERVICE:

A Sales to customers:

1. As specified under the applicable rate.

B Sales by the Customer to the Company:

1. As specified under contractual agreement.

C The customer shall install, at his expense, the necessary controlling, additional metering and protective
equipment according to specifications of the Company. The Company shall not be liable for damage to

customer-owned equipment caused by the interconnection.

D Billing for both sales to and sales from the customer will be calculated by the Company.

RATE:

A Sales to Customers:

1. As specified under the applicable filed rate.

B Sales by the Customer to the Company:

1. New Facilities:

a. Energy Sales: The rate will be based on the forecasted average incremental cost of energy. The
rates will recognize time-of-day price variations based on a weekly forecast.
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STANDARD CONTRACT RIDER NO. 6 SMALL POWER PRODUCING FACILITIES

AVAILABILITY: Customers who develop small power producing facilities and sell electric output from their
facility to the Company may receive service under the filed rates and applicable riders:

Residential Service Rate Schedule Designation D1
Residential Space Heating Rate Schedule Designation D2
General Service Rate Schedule Designation D3
Secondary Educational Institution Rate  Schedule Designation D3.2
Interruptible General Service Rate Schedule Designation D3.3
Large General Service Rate Schedule Designation D4
Primary Supply Rate Schedule Designation D11
Primary Educational Institution Rate Schedule Designation D6.2
Interruptible Supply Rate Schedule Designation D8

This rate is available only to customers who obtain qualifying status from the Federal Energy Regulatory
Commission. Prior to interconnection, the customer shall provide a copy of such notification to the Company.

CHARACTER OF SERVICE:
A Sales to Customers:
1. As specified under the applicable rate.

B Sales by the Customer to the Company:

1. As specified under contractual agreement.

C The customer shall install, at his expense, the necessary controlling, additional metering and protective
equipment according to specifications of the Company. The Company shall not be liable for damage to
customer-owned equipment caused by the interconnection.

D Billing for both sales to and sales from the customer will be calculated by the Company.

RATE:
A Sales to Customers:
1. As specified under the applicable filed rate.
B Sales by the Customer to the Company:
1. New Facilities:
a. Energy Sales: The rate will be based on the forecasted average incremental cost of energy. The

rates will recognize time-of-day price variations based on a weekly forecast.
(Continued on Sheet No. D-82.00)
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STANDARD CONTRACT RIDER NO. 7 GREENHOUSE LIGHTING SERVICE
APPLICABLE TO: General Service Rate Schedule Designation D3
Large General Service Rate Schedule Designation D4

Available on an optional basis to customers desiring high intensity discharge lighting service for greenhouses or
other environmentally controlled growing facilities as a daylight supplement. All lighting on this rider shall be
separately metered. The customer will furnish, install, own, and maintain all equipment comprising the lighting
system. No other device may be connected to this circuit except for controls, lighting and associated
equipment.
HOURS OF SERVICE: Dusk to dawn service for circuits controlled by photo-sensitive or clock timing devices.
CURRENT, PHASE AND VOLTAGE: Alternating current, 60 hertz, single phase, nominally at 120/240 volts,
three-wire; or three-phase, four-wire, Y connected at 208Y/120 volts; or under certain conditions three-phase,
four-wire, Y connected at 480Y/277 volts.
RATE PER MONTH:
Full Service Customers:
Power Supply Charge:
Energy Charge: 4.315¢ per kWh for all kwh

Delivery Charges:
Service Charge: $1.95 per month
Distribution Charge: 2.125¢ per kWh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

Retail Access Service Customers:
Delivery Charges:
Service Charge: $1.95 per month
Distribution Charge: 2.125¢ per kwWh for all kwh

Surcharges and Credits: As approved by the Commission. See Section C9.8.
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STANDARD CONTRACT RIDER NO. 8 COMMERCIAL SPACE HEATING
APPLICABLE TO: General Service Rate Schedule Designation D3
Large General Service Rate Schedule Designation D4

Available on an optional basis to customers desiring service for commercial space conditioning furnished
through separately metered circuits to which no other device except electric space heating, water heating, air
conditioning, or humidity control equipment may be connected and provided that all of the space heating must
be either total electric or an electric heat pump supplemented by a fossil fuel furnace installed on a permanent
basis. The customer must provide special circuits, the design and method of installation of which are approved
by the Company as adapted to this service.

Electric space heating under the terms of this rider will be considered to include heating by light systems,
provided the primary means of space heating at the time of maximum requirements will be furnished by the
lighting system, with the balance furnished by supplementary electric heating equipment. After June 15, 1970,
under the authority of the Commission in Case U-3189, service to facilities which heat by lighting is not
available for premises not previously qualified for service hereunder.

RATE PER MONTH:
Full Service Customers:
Power Supply Charge:
Energy Charge: 8.539¢ per kWh for all kWh, except that during the billing months of
November through May, usage in excess of 1,000 kwh per month shall
be billed at 5.475¢ per kWh.
Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 3.543¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8.

Retail Access Service Customers:
Delivery Charges:
Service Charge: $8.78 per month
Distribution Charge: 3.543¢ per kwh for all kWh

Surcharges and Credits: As approved by the Commission. See Section C9.8.
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STANDARD CONTRACT RIDER NO. 8 (Contd.) COMMERCIAL SPACE HEATING

LATE PAYMENT CHARGE: See Section C4.8.
MINIMUM CHARGE: The Service Charge plus any applicable per meter per month surcharges.

CONTRACT TERM: This rate is made effective by a rider modifying the contract form prescribed for one of the
applicable filed rates listed above. The contract term is co-extensive with the contract term of the applicable
filed rate under which service is being taken.

INSULATION STANDARDS FOR ELECTRIC HEATING: See Section C4.9.

OPTIONAL PROVISION FOR CERTAIN COMMON AREA ACCOUNTS: Electric heating and common
area usage of apartment or condominium accounts supplied through a single meter and billed under the terms of
the Domestic Space Heating Rate D2 prior to September 28, 1978 may be billed under this provision without
the necessity of separate metering if an initial block of kilowatthours is billed at the current General Service
Rate D3. This initial block of kilowatthours will be calculated each November by averaging the usage during
the previous billing months of June through October.

Full Service Customers:

Usage in excess of the initial block of kilowatthours per month shall be billed at a power supply charge of
8.539¢ per kilowatthour during the billing months of June through October and 5.475¢ per kilowatthour during
the billing months of November through May. A Distribution charge of 3.543¢ per kwh for all kWh shall also
be applied. The only service charge to be billed to a customer utilizing this provision will be the D3 service
charge.

Retail Access Service Customers:

Usage in excess of the initial block of kilowatthours per month shall be billed a distribution charge of 3.543¢
per kwWh for all kwh.

SUPPLEMENTAL SPACE HEATING PROVISION: This provision is available to customers taking service
under the General Service Rate D3 or the Large General Service Rate D4 who purchase energy for a minimum
of 10 kW of supplemental, permanently installed, electric space heating equipment. To qualify for this
provision, a customer must certify in writing the amount of permanently installed space heating equipment,
subject to inspection at the option of the Company, and have the said equipment on separately metered circuits
to which no other device is connected. Section C4.9, Insulation Standards for Electric Heating, will not apply to
this provision.

Issued , 201 Effective for service rendered on

D. M. Stanczak and after , 201

Vice President

Regulatory Affairs Issued under authority of the
Michigan Public Service Commission

Detroit, Michigan dated , 201

in Case No. U-17767



MPSC Case No. U-17767

ATTACHMENT B

Page 94 of 110

M.P.S.C. No. 1 - Electric Revised Sheet No. D-90.00

DTE Electric Company Cancels Revised Sheet No. D-90.00
(Final Order Case No. U-17767)

STANDARD CONTRACT RIDER NO. 10 INTERRUPTIBLE SUPPLY RIDER

AVAILABILITY OF SERVICE: Available to Primary Supply Rate (D11) customers desiring interruptible service
for a total of not less than 50,000 kilowatts of contracted interruptible service at a single location. The total
contracted interruptible capacity on this tariff is limited to 400,000 kilowatts. This rider is effective for service
rendered on and after January 1, 1993.

The contracted interruptible capacity limit on this tariff shall be increased to 525,000 kilowatts in 1994 and
650,000 kilowatts in 1995. The increase shall apply to customers desiring interruptible service for a total of not
less than 5,000 kilowatts of contracted interruptible service at a single location.

In the event the total contracted interruptible capacity is less than the approved limit specified above, the
Company may offer the remaining capacity, to otherwise eligible customers willing to contract for less than the
minimum contract capacity amounts specified above.

CURRENT, PHASE AND VOLTAGE: Alternating current, three-phase, nominally at 4,800, 13,200, 24,000,
41,570 or 120,000 volts at the option of the Company. For definition of customer voltage level, see Section
Cls.

CONDITIONS OF INTERRUPTION: The Company will notify the customer as to the amount of total load on
this rider to be curtailed. This notification will be stated as a percentage of total load being supplied on this rider
for the hour immediately preceding notification of interruption and will be the same percentage for all
customers. Although actual load at time of interruption may vary from contract capacity, the total measured
load on this rider shall be subject to curtailment by the Company.

The customer shall be provided, whenever possible, notice in advance (generally.1 hour) of probable
interruption and the estimated duration of the interruption. The Company reserves the right to provide less than
1 hour's notice but not less than 10 minutes, if in the Company's sole determination such interruption is either
desirable or necessary. Interruptions will be those necessary to maintain system integrity. Interruptions will be
in accordance with procedures set forth in the Emergency Electrical Procedures Section C3.

If the customer fails to curtail load as requested, the Company reserves the right to interrupt the customer's total
separately metered load on this rider, or total plant if not separately metered, and the customer will be billed at
the rate of $10 per kW per instance applied to contract capacity.

In addition, the interruptible contract capacity of a customer who does not interrupt shall be immediately
reduced by the amount by which the customer failed to interrupt, unless the customer demonstrates that failure
to interrupt was beyond its control.

CONTRACT CAPACITY: Customers shall contract for a specified capacity in kilowatts sufficient to meet the
customers' maximum interruptible requirements, but not less than the minimum contract capacity amounts,
specified above. Demand/Energy in excess of the contracted load level will be billed under the applicable
Primary Supply Rate. The contract capacity shall not be decreased during the term of the contract and
subsequent renewal periods as long as service is required unless there is a specific reduction in connected load.
Capacity disconnected from service under this rider shall not be subsequently served under any other tariff
during the term of this contract and subsequent renewal periods.
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STANDARD CONTRACT RIDER NO. 10 (Contd.) INTERRUPTIBLE SUPPLY RIDER

RATE PER MONTH:

Full Service Customers:
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Power Supply Charges:
Energy Charge:
This option is available to customer’s desiring alternative power supply pricing based on MISO market
pricing. Charges under this provision shall replace the energy charges above. Customers must transfer
100% of their Rider 10 requirements to this provision. Service under this provision must be taken in
12 month increments. The Energy charge will be the real time MISO locational hourly marginal
energy price for the DTE Electric-appropriate load node. In addition to the MISO locational hourly
marginal energy price the following charges will also apply:

0.715¢/kWh for MISO network transmission costs and MISO energy market costs plus,
An administrative charge of 1.515¢/kWh plus,
A voltage level service adder of 1% for transmission, 2% for subtransmission and 7% for primary.

Delivery Charges:
Primary Service Charge: $275 per month
Subtransmission and Transmission Service Charge: $375 per month
Distribution Charges:
For primary service (less than 24kV) $ 3.38 per kW of maximum demand.
For service at subtransmission voltage (24 to 41.6 kV) $ 1.34 per kW of maximum demand.
For service at transmission voltage (120 kV and above) $ 0.88 per kW of maximum demand
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Substation Credit: Available to customers where service at subtransmission voltage level or higher is
required, who provide the on-site substation including all necessary transforming, controlling and
protective equipment. A credit of $.30 per kW of maximum demand shall be applied to the maximum
demand charge. A credit of .040¢ per kWh shall be applied to the energy charge where the service is
metered on the primary side of the transformer.

Surcharges and Credits: As approved by the Commission. See Sections C8.5 and C9.8
Retail Access Service Customers:

Delivery Charges:
Primary Service Charge: $275 per month
Subtransmission and Transmission Service Charge: $375 per month
Distribution Charges:
For primary service (less than 24kV) $ 3.38 per kW of maximum demand
For service at subtransmission voltage (24 to 41.6 kV) $ 1.34 per kW of maximum demand
For service at transmission voltage (120 kV and above) $ 0.88 per kW of maximum demand.

Substation Credit: Awvailable to customers where service at subtransmission voltage level or higher is
required, who provide the on-site substation including all necessary transforming, controlling and
protective equipment. A credit of $.30 per kW of maximum demand shall be applied to the maximum
demand charge. A credit of .040¢ per kWh shall be applied to the energy charge where the service is
metered on the primary side of the transformer.

Surcharges and Credits: As approved by the Commission. See Section C9.8.
LATE PAYMENT CHARGE: See Section C4.8.

MINIMUM CHARGE: The Service Charge plus the Maximum Demand Charge, plus all applicable energy
charges plus any applicable per meter per month surcharge.

MAXIMUM DEMAND: The maximum demand shall be the highest 30-minute demand created during the

previous 12 billing months, including the current month but not less than 50% of the contract capacity. This
clause is applicable to each voltage level served.
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POWER FACTOR CLAUSE: Shall be the Power Factor Clause as defined in the Primary Supply Rate ( D11).

SPECIAL TERMS AND CONDITIONS: Customer-owned equipment must be operated so the voltage
fluctuations on the primary distribution system of the Company shall not exceed permissible limits.

The customer will own and maintain the necessary equipment to separate the interruptible load from the firm
power load. This equipment must meet the Company standards. The customer must also provide space for the
separate metering of the interruptible load.

The interruptible load shall not be served from firm power circuits at any time. Violations of this provision will
result in a charge of $10 per kilowatt per month applied to the interruptible load determined to have been served
from firm power circuits.

In order to implement Company initiated interruptions, the Company shall install and maintain, at the
customer's expense, any equipment necessary to permit the Company to control interruptions of the customer’s
load and any facilities necessary to transmit and receive information regarding hourly energy costs and real-
time monitoring of the customer's load. The Company will conduct at least once a year a physical test of this
equipment to verify that it is functioning properly. The customer is also required to provide the Company with
an hourly schedule of expected customer loads. These hourly schedules will be delivered to the Company
weekly and no later than Thursday for estimates for the following week.

Electric energy from any source, other than the Company's, will be used to first reduce sales on this rider.
Standby service will not be billed at this rider, but must be taken under Riders No.3, No.5, or No.6.

CONTRACT TERM: The contract term is 2 years, extending thereafter from month-to-month until terminated by
1 year written notice by either party. Once notice of termination is given by the customer, such notice cannot be
withdrawn without full permission of the Company. For the first year of service under this rider, the customer
shall have the right to terminate the contract and return to service under the Company's rates for firm service by
paying an amount equal to the D11 on-peak billing demand charge times the contract capacity for the number
of months served under this rider.
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STANDARD CONTRACT RIDER NO. 16 (Contd.) NET METERING FOR RENEWABLE RESOURCE
ON-SITE POWER PRODUCING FACILITIES

ADDITIONAL CHARGES:
The Customer is responsible for a net metering application fee of $25.00 and interconnection application review
fee of $75.00. Projects larger than 20kW are responsible for distribution study costs and the cost of distribution
upgrades if required.

CONTRACT TERM:

Customers who enroll shall be eligible to participate for a single continuous period up to 10 years. A customer
may discontinue taking service under this rider at any time. The Company may terminate service under this
rider to Customers with an aggregated capacity greater than 20 kW if it can be established that the facility has
not produced energy for a continuous period exceeding eleven (11) billing months. The Company may
terminate a customer’s service under this rider if the Customer fails to satisfy the eligibility requirements or the
terms of the Interconnection and Parallel Operating Agreement. A customer that elects to discontinue taking
service under this rider or whose net metering service is terminated for any reason and subsequently wishes to
reenroll must reapply as a new customer subject to program size limitations and outstanding applications.

SPECIAL PROVISIONS AND CONDITIONS:

A. Generation facilities covered by this rider that have an aggregated capacity at a single site of 150 kW or
less are exempt from all charges associated with the Company’s Standard Contract Rider No. 3 Parallel
Operation and Standby Service.

B. Net excess generation carried forward will be accounted for by the applicable time-of-use pricing period
existing in the Customer’s Base Rate e.g. On-Peak and Off-Peak. Energy carried forward from one time-
of-use pricing period will not be utilized to offset energy in a different time-of-use pricing period.

C. Full retail power supply as used in this tariff refers to those components of a rate schedule utilized to collect
the cost of service for power supply, and full retail distribution as used in this tariff refers to those demand
and energy components of a rate schedule utilized to collect the cost of service for distribution service. Full
retail rates do not include surcharges, service charges or other charges that are assessed on a per-meter
basis.

D. By applying for service under this rider the Customer agrees to provide to the Company and allow the
Company to provide to the Commission Staff the information about their onsite power producing facilities
required for the Company to comply with its reporting requirements and verify continued eligibility for
service under this rider. The Company will not release the name, address or other identifying information
without prior written permission of the Customer.

E. The Company will allow generator metering supplied by the Company to be used by the Customer for the
purpose of accounting for renewable energy credits (REC’s) the Customer may wish to sell.

F. The terms, conditions, charges and credits provided under this rider are subject to revision under order of
the Commission.
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APPLICABLE TO: General Service Rate Schedule Designation D3
Secondary Educational Institution Rate Schedule Designation D3.2
Large General Service Rate Schedule Designation D4
Primary Supply Rate Schedule Designation D11

Primary Educational Institution Rate Schedule Designation D6.2

AVAILABILITY OF SERVICE: Available on an optional basis to qualifying customers whose electrical service
was supplied by the City of Detroit Public Lighting Department (PLD) as of August 1, 2013. Customers are eligible
for this rate if, upon converting from being a customer of PLD to taking service from the Company under applicable
standard tariff rates, they would otherwise experience an average annual rate increase (including fuel and purchased
power and all surcharges) equal to or greater than 5%. Customers selecting this Rider will be required to stay on the
Company’s full service tariff rates for a period of ten years from the date they are converted to customers of the
Company. Customers who were not previously charged for electric service by PLD will not be eligible for the
Transitional Tariff.

SERVICE PERIOD: The Transitional Tariff is available to qualifying customers after the Customer Conversion
Date, when all PLD customers will become customers of the Company. Customers will remain on the Transitional
Tariff during the System Conversion Period, which covers the time period during which the Company’s distribution
system will be enhanced to directly attach former PLD customers. The System Conversion Period is expected to last
five to seven years from the date of Customer Conversion. This Transition Rate will expire at the earlier of the
conclusion of the time period indicated by a customer’s applicable tier, or the conclusion of the System Conversion
Period.

DETERMINATION OF TIERS: Those qualifying customers who select this Rider will be placed into a specific
tier based on the overall initial annual cost increase they would experience when taking service from the company
under applicable standard tariff rates (including fuel and purchased power and all surcharges) at the time of
Customer Conversion, compared to charges from PLD if a Transitional Tariff were not available. The various tiers
for purpose of applying the Rider PLD credit are:

Rate increase >35% Tier 1
Rate increase >30% and <35% Tier 2
Rate increase >25% and <30% Tier 3
Rate increase >20% and <25% Tier 4
Rate increase >15% and <20% Tier5
Rate increase >10% and <15% Tier 6
Rate increase >5% and <10% Tier 7

RATE PER MONTH:

Full Service Customers:

Customers will be priced per the Full Service charges for the applicable base tariff rate schedule and will receive a
Transitional Tariff Credit. The credit will be applied based on the discount schedules below, dependent upon which
Tier (of Tiers 1-7) the customer qualifies for. For Example: A Customer in Tier 1 would have their initial Transition
Tariff Credit calculated using the 25.0% discount in the initial year, and the 21.3% percent discount in the second
year, and so on for each year until the customer is paying the standard base tariff rate.
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RETAIL ACCESS SERVICE RIDER - RIDER EC2 (Contd.)

E1.5  Definitions (Contd.)

DTE Electric’s Distribution System means facilities operated by DTE Electric for the purpose of
distributing electric power within DTE’s Electric service territory, which are subject to the jurisdiction of
the Commission.

Distribution Contract Capacity means the load carrying capacity in kilowatts of the DTE Electric
Distribution System necessary to meet a Customer’s maximum load requirements at a particular Location
served under this Rider.

Distribution Point of Delivery means the point of interconnection between the DTE Electric Distribution
System and the Customer’s service location.

Distribution Point of Receipt means the point of interconnection between the ITC Transmission and DTE
Electric Distribution Systems.

Effective Date is the date at which responsibility for servicing a Customer Load transfers from the current
supplier to the new supplier. The transfer occurs at the beginning (00:01 hours) of the Effective Date.

Energy in the context of this document the word energy refers to “electrical energy” and is measured in
kilowatt-hours.

Standard Demand/Energy Meter means an analog meter that has the capability to measure and record
energy usage in kWh and energy demand in kW for customers taking service under certain rate schedules.

Full Service means the provision of regulated electric service including energy, transmission and
distribution services; each provided by DTE Electric.

International Transmission Company (ITC) Transmission System means facilities operated by ITC for
the purpose of transmitting electric power within the DTE Electric service territory which are subject to the
jurisdiction of the Federal Energy Regulatory Commission.

Legally Authorized Person means a person that has legal documentation or legal authority to enroll a
Residential or Non-Residential customer into a binding contract. A Legally Authorized Person includes,
but is not limited to, an individual with power or attorney or a corporate agent authorized to enter into
contracts on a corporation’s behalf.

Load means any end-use device drawing energy from the electric system.

Location means each Customer facility whether owned or leased.
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RETAIL ACCESS SERVICE RIDER - RIDER EC2 (Contd.)

E2 TERMS AND CONDITIONS OF SERVICE (Contd.)

B

C

E2.10

For load-profiled customers, meters will be read by conventional means.

The switch of a Customer’s account from one supplier to another will normally take place on the
scheduled meter reading date for that Customer (the Effective Date) and be based on the reading
made that same day. If an actual meter reading is not made on the Effective Date, DTE Electric
will read the meter within five (5) business days of the date in which DTE Electric determines that
the scheduled actual meter reading has not occurred. The meter reading on the Effective Date will
be determined on a pro rated basis based on the actual meter reading. DTE Electric’s failure to
read meters in the time frames noted, through no fault of the Customer, shall not result in penalties
of any type to the Customer. Except for actions outside the scope of DTE Electric's control and
storms or other events or occurrences that render the reading of meters physically impossible,
customer's bills for DTE Electric distribution services will be reduced by 1/30 for each day DTE
Electric meter reads are late past a three day grace period.

Meter Errors -

Billing where metering errors and malfunctions have taken place shall be performed as follows:

A

For Customers without Advanced Electric Meters where metered data is not available due to
metering errors, malfunctions, or otherwise, the usage will be estimated using the procedures
approved by the MPSC in Case No. U-14523 on August 4, 2005.

For Customers with Advanced Electric Meters where metered data is not available due to metering
errors, malfunctions, or otherwise, the usage will be estimated using the available historical data
for the Customer.

Where incorrect billing results from calculation error discovered by either DTE Electric, the
Alternative Electric Supplier, or the Customer, the error will be corrected and revised bills for the
Customer and the Alternative Electric Supplier will be calculated and settled on the next billing
period after the error is discovered. Billing errors discovered by DTE Electric shall be adjusted as
provided for in the Residential, Commercial, and Industrial Billing Rules.

Liability for meter or calculation errors or malfunctions shall be assigned or apportioned to the
appropriate party based on fault.

(Continued on Sheet No. E-8.00)
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RETAIL ACCESS SERVICE RIDER - RIDER EC2 (Contd.)

E3

E4

ES5.

CHARACTER OF SERVICE

E3.1  DTE Electric furnishes alternating current service at a nominal frequency of 60 hertz 24 hours a
day, subject to interruption by tariff, by agreement, by advance notice, by accident or by other causes not
under the reasonable control of DTE Electric.

E3.2  For Single-Phase Distribution Service, DTE Electric provides service at differing voltages
available in differing configurations within its service territory. These include, but are not limited to,
single-phase secondary alternating current service at 120/240 volts. In some districts current is supplied
from a Y- connected secondary network at 208Y/120 volts. Customers who are considering locating new
load or who are considering adding load at an existing Location should contact DTE Electric to determine
what service is available at a particular Location to serve their Load.

E3.3  For Three-Phase Distribution Service, DTE Electric provides service at differing voltages
available in differing configurations within its service territory. These include, but are not limited to,
alternating current, three-phase service at nominal 4,800, 13,200, 24,000, 41,570 or 120,000 volts which
may be transformed to lower voltages through DTE Electric-owned transformation equipment. Where
three-phase service is supplied at 480Y/277 volts through DTE Electric-owned transformation equipment,
the Customer must furnish any transformation for the supply of its 120/240 volt requirements. Customers
who are considering locating new load or who are considering adding load at an existing Location should
contact DTE Electric to determine what service is available at a particular Location to serve their Load.

AVAILABILITY OF SERVICE

E4.1 A customer site with load connected to DTE Electric’s Distribution System through a metered
delivery point capable of delivering the required power that meets the eligibility requirements set forth in
Section E2.3 shall be eligible for Retail Access Service.

TERM, COMMENCEMENT OF SERVICE AND RETURN TO FULL SERVICE
E5.1 Term

E5.1.1. Retail Access Service For Non-Residential Customers
Retail Access Service shall have a minimum term of two years subject to the provisions of Section
E5.3. Upon completion of the initial term, retail access service shall continue on a month to
month basis until terminated by the Alternative Electric Supplier, the Customer or DTE Electric.

The Alternative Electric Supplier may terminate Retail Access Service by submitting an
electronic drop request.

(Continued on Sheet No. E-9.00)

Issued

, 201 Effective for service rendered on

D. M. Stanczak and after , 201
Vice President
Regulatory Affairs Issued under authority of the

Michigan Public Service Commission

Detroit, Michigan dated , 201

in Case No. U-17767



MPSC Case No. U-17767
ATTACHMENT B
Page 104 of 110

M.P.S.C. No. 1 - Electric Revised Sheet No. E-9.00
DTE Electric Company Cancels Revised Sheet No. E-9.00
(Final Order Case No. U-17767)

(Continued from Sheet No. E-8.00)

RETAIL ACCESS SERVICE RIDER - RIDER EC2 (Contd.)

TERM, COMMENCEMENT OF SERVICE AND RETURN TO FULL SERVICE

Term (contdt)

The Customer may initiate termination of Retail Access Service by notifying their Alternative
Electric Supplier, by notifying DTE Electric in writing, or by contacting the Electric Choice
Customer Center.

Termination of Retail Access Service will not be less than one (1) business day before the next
scheduled meter reading date. The effective date for termination of Retail Access Service shall
be the next scheduled meter reading date occurring not less than one (1) business day after the
submission of the termination request to DTE Electric.

When more than 10% of the customer load in kWh for any of the three rate classes — residential,
commercial, and industrial — is taking open access service, customers in that class must provide 60
days written notice.

If an Alternative Electric Supplier defaults, a Customer who returns to full service before the 30 or
60 days elapse shall pay the higher of the tariff rate or market based rate until DTE Electric has
received the benefit of 30 or 60 days notice, at which time the customer may elect to remain on
full service for 12 months and pay tariff rates as provided for in Section E5.3. All other customers
who fail to give less than 30 or 60 days notice are subject to DTE Electric’s ability to supply their
requirements.

The terms of service associated with any previously contracted or newly initiated service are
specified below:

Retail access service provided to new locations served by DTE Electric shall be for an initial
minimum term of five years over which time the minimum charges shall apply. Contributions in
Aid of Construction for distribution facilities will be per tariff rate.

Service provided to existing locations shall be for the unexpired portion of any existing contract
but not less than a term of one year over which time the minimum charges shall apply.

After the expiration of the contract minimum term for Retail Access Service, the contract shall be

extended thereafter, from month-to-month.

Minimum charges shall be adjusted each year to recognize actual demand.
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RETAIL ACCESS SERVICE RIDER - RIDER EC2 (Contd.)

E5.1.2

E5.2

E5.2.1

E5.2.2

E5.3

Retail Access Service For Residential Customers

A Retail Access residential Customer shall commence Retail Access residential service in
accordance with their billing cycle and shall be required to remain on Retail Access Service for a
minimum of one full billing cycle. Upon notice of termination of Retail Access Service as
specified in Section E5.1.1, a Retail Access Customer taking Retail Access residential service
may return to Company Full Service in accordance with their next bill cycle. A Retail Access
Customer who returns to Company Full Service must remain on Company Full Service for a
minimum of one year from the date of their return to Company Full service.

Commencement of Service

Retail access service shall be initiated by a Customer choosing an Alternative Electric Supplier
and the subsequent submission of an electronic enrollment by the Alternative Electric Supplier on
behalf of the Customer in a manner specified by DTE Electric. Alternative Electric Supplier
submission of the enrollment warrants that a valid contract with the prospective Customer exists.
DTE Electric shall be required to complete all open access enrollment activities required of it to
get the enrollment to “site-ready” status within the timeframes specified in Section E2.5.

Retail access service may not commence until metering has been installed as specified in this
Rider or agreements related thereto and:

MISO has received from the Marketer an executed Transmission Service Agreement.
In addition, DTE Electric must have received from the Alternative Electric Supplier:

(i)  the Alternative Electric Supplier’s warranty, that the Alternative Electric Supplier has
obtained all necessary approvals authorizing the Alternative Electric Supplier to conduct
business at each Location to be served, and

(i)  the Alternative Electric Supplier’s warranty, that each enrollment submitted is in full
compliance with requirements for enrollment, and is backed by proper authorization from
the Customer allowing the Alternative Electric Supplier to enroll the Customer in retail
access.

Return to Full Service

A In addition to the notice of termination provided in Section E5.1, a Customer shall
provide DTE Electric with written notice no later than December 1st if the Customer will
be taking full service from DTE Electric during the following summer. For this purpose,
“summer” means DTE Electric regularly scheduled billing periods beginning June 1st
through September 30th. Customers who so notify DTE Electric shall be obligated to
take full service from DTE Electric for twelve months and pay for such service at any
tariff rate for which the customer qualifies.
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RETAIL ACCESS SERVICE RIDER - RIDER EC2 (Contd.)

E6

E6

E7

Billing and Payment

E6.1  DTE Electric will bill the Customer for retail access service at the rates and charges outlined in
Section ES8.

E6.2  The Customer shall pay DTE Electric the amount billed on or before a due date established by
Billing Rules approved by the Commission in cases U-10661 and U-11397. A late payment charge of 2%,
not compounded, of the unpaid balance, net of taxes, shall be added to any bill which is delinquent and not
in dispute.

Billing and Payment

E6.3  The Customer shall retain the right to direct DTE Electric to send the monthly bill to any third
party, including the Alternative Electric Supplier.

E6.4  Disconnection for Non-Payment

Customers will be subject to disconnection for non-payment of DTE Electric distribution charges
that are not in dispute, in accordance with the rules described in DTE Electric’s Rules and Regulations,
Section E2.5.

DISTRIBUTION CONTRACT CAPACITY

E7.1  All Customers requiring an Advanced Electric Meter shall contract for an amount of capacity
sufficient to meet the maximum requirements of all Load connected to the DTE Electric Distribution
System at the Customer’s Location. The Distribution Contract Capacity will initially be set at the greater of:
1) the previously established Contract Capacity; 2) the previously established Distribution Contract Capacity;
3) the highest 30-minute integrated demand created during the previous 12 billing months at each voltage level
(whether the Customer received service under this Rider or a DTE Electric retail tariff or contract), for each
Location. Any single 30-minute integrated reading of the Advanced Electric Meter in any month that exceeds
the Distribution Contract Capacity then in effect shall become the new Distribution Contract Capacity.
Customers not having previously established service requirements shall contract with DTE Electric for a
specified Distribution Contract Capacity in kW sufficient to meet the maximum requirements for each location.

E7.2  DTE Electric will provide the necessary facilities to deliver electric power from its Distribution
System at the Distribution Contract Capacity. Any incremental cost incurred by DTE Electric to provide
the necessary facilities to meet the Customer’s increased demand for distribution services over the
Distribution Contract Capacity existing when service commences under this Rider shall be the
responsibility of the Customer. Once established, the Distribution Contract Capacity shall not decrease
during the contract term unless there is a specific permanent reduction in connected load.

Rates and charges for delivery are stated in the customer’s applicable tariff.
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E12 ELECTRONIC BUSINESS TRANSACTIONS

E12.1 Unless specified otherwise by DTE Electric in a Commission-approved tariff, Alternative Electric
Suppliers shall transact all business with DTE Electric electronically.

E12.2 Unless otherwise specified by DTE Electric in a Commission-approved tariff, all payments made
to DTE Electric by the Alternative Electric Supplier will be made by electronic funds transfer to the DTE
Electric account.

E13 CONDITIONS PRECEDENT TO CUSTOMER ENROLLMENT

The Alternative Electric Supplier will not be eligible to enroll Customers unless and until the following conditions
precedent have been satisfied and continue to be satisfied:

E13.1 The Alternative Electric Supplier has been granted a license by the Commission.
E13.2 The Alternative Electric Supplier has demonstrated electronic communication and commerce
capability when purchasing products or services from DTE Electric, which meets DTE Electric’s

standards and protocols as defined in tariffs approved by the Commission.

E13.3 The Alternative Electric Supplier has an executed contract with a qualified Marketer, as evidenced
in an executed Alternative Electric Supplier-Marketer Notice.

El4 CONDITIONS PRECEDENT FOR SERVING CUSTOMERS

The Alternative Electric Supplier will not be permitted to serve or continue to serve Customers unless and until the
following conditions precedent have been satisfied and maintained:

E14.1 The Alternative Electric Supplier has satisfied and continues to satisfy all conditions in Section
E13.

E14.2 All required Customer metering equipment is in place and functioning properly.

E14.3 The Alternative Electric Supplier has complied with and continues to comply with all provisions
of this Rider.

E15 RATES AND CHARGES
E15.1 The Alternative Electric Supplier shall pay DTE Electric the following:
A An Alternative Electric Supplier enrolling Customer(s) with the Complete Billing option shall pay
DTE Electric a one-time charge of $6,600for the Alternative Electric Supplier’s initial rate-ready

schedule set-up for up to sixty rates, regardless of the number of Customers electing this option.
(Continued on Sheet No. E-16.00)
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E15 RATES AND CHARGES (Condt)

(Continued from Sheet No. E-15.00)

B An Alternative Electric Supplier enrolling Customer(s) with the Complete Billing option shall pay
DTE Electric a monthly transaction charge equal to the United States Postal Service first-class
mail letter rate, weight not over one ounce, for each customer account billed under the Complete

Billing option.

c An Alternative Electric Supplier enrolling Customer(s) with the Complete Billing option shall pay
DTE Electric $1,300 per occurrence for each change request made by the Alternative Electric
Supplier to its rate-ready schedule, regardless of the number of changes in the request or the

number of Customers affected.

D Any other charges to the Alternative Electric Supplier for services provided by DTE Electric will

be negotiated on an individual case basis.

E15.2 DTE Electric will provide two (2) Customer Billing options-Complete Billing by DTE Electric
and Separate Billing by DTE Electric and the Alternative Electric Supplier. It is the responsibility of the
Alternative Electric Supplier to identify on the Customer Enrollment Form which of these options the

Customer has requested.

E15.3  Allocation of Partial Payments Under Complete Billing

In the event the Customer submits a partial payment, the receipts will be applied as follows:

o First, all deposit balances to DTE Electric and DTE Gas Company (“DTE Gas”);

e Second, all past due and current balances for regulated services, e.g. electric full service,
electric distribution service, natural gas services (including Gas Choice), fees, late payment

charges, etc., to DTE Electric and DTE Gas;

e Third, all past due and current balances for non-regulated services, e.g. appliance service

program, to DTE Electric and DTE Gas; and

e Finally, all past due and current charges pertaining to the Complete Billing option to the

Alternative Electric Supplier.

Partial payments resulting from disputed charges shall be allocated first to undisputed charges in each of
the above four categories and then to disputed charges in each of the above four categories.

E15.4 DTE Electric will not pursue collection actions for any Alternative Electric Supplier.
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E16 DISPUTE RESOLUTION

E16.1 DTE Electric will have no duty or obligation to resolve any complaints or disputes between or
among Alternative Electric Suppliers and Marketers or any combination thereof, related to but not limited
to switching Alternative Electric Suppliers, switching Marketers, termination of retail access service,
Customer enrollment or Customer billing options.

E16.2 In the event of a dispute between DTE Electric and an Alternative Electric Supplier, including but
not limited to “Events of Default,” the Parties may attempt, in good faith, to resolve the dispute amicably
and promptly. If the dispute is not resolved in five (5) business days, the Parties may attempt to resolve the
dispute by promptly appointing a senior representative of each Party to attempt to mutually agree upon a
resolution. The two senior members shall meet within ten (10) business days. If the two senior
representatives cannot reach a resolution within a 30-day period, the dispute may, on demand of either
Party, be submitted to arbitration as provided in this section.

E16.3 The dispute will be submitted for resolution in accordance with the American Arbitration
Association (“AAA”) Commercial Arbitration Rules. The judgment rendered by the arbitrator may be
enforced in any court having jurisdiction of the subject matter and the Parties.

E16.4 If the parties are unable to agree on an arbitrator, the arbitrator shall be determined by AAA.

E16.5 The findings and award of the arbitrator shall be final and conclusive and shall be binding upon
the Parties, except as otherwise provided by law. Any award shall specify the manner and extent of the
division of the costs between the Parties.

E16.6 Nothing in this Section shall restrict the rights of either Party to file a formal complaint with an
appropriate regulatory agency regarding any issue the adjudication of which lies within the exclusive
jurisdiction of the regulatory agency.

E17 CUSTOMER PROTECTION

E17.1 Alternative Electric Suppliers shall warrant that the Customer has duly authorized the submitted
enrollment and the Alternative Electric Supplier has complied with the provisions of 2000 P.A. 141 or any
applicable commission rules developed pursuant to 2000 P.A. 141 to prevent slamming.

E17.2 The maximum early termination fee for residential contracts of one year or less shall not
exceed $50. The maximum early termination fee for residential contracts of longer than one year shall
not exceed $100.

E17.3 It is the Alternative Electric Suppliers responsibility to have a current valid contract with the
customer at all times. Any contract that is not signed by the customer or Legally Authorized Person
shall be considered null and void. Only the customer account holder or Legally Authorized Person
shall be permitted to sign a contract. An Alternative Electric Supplier and its agent shall make
reasonable inquiries to confirm that the individual signing the contract is a Legally Authorized
(Continued on Sheet No. E-18.00)
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E17 CUSTOMER PROTECTION (Condt)

Person. For each customer, an Alternative Electric Supplier must be able to demonstrate that a
customer has made a knowing selection of the AES by at least one of the following verification
records:

1) Anoriginal signature from the customer account holder or Legally Authorized Person.
2) Independent third party verification with an audio recording of the entire verification call.
3) Ane-mail address if signed up through the Internet.

The Commission or its Staff may request a reasonable number of records from an Alternative Electric
Supplier to verify compliance with this customer verification provision, and in addition, may request
records for any customer due to a dispute.

E17.4 An Alternative Electric Supplier must distribute a confirmation letter to residential customers
by U.S. mail. The confirmation letter must be postmarked within seven (7) days of the customer or
Legally Authorized Person signing a contract with the Alternative Electric Supplier. The confirmation
letter must include the date the letter was sent, the date the contract was signed, the term of the
contract with end date, the fixed or variable rate charged, the unconditional cancellation period, any
early termination fee, the AES’s phone number, the Commission’s toll-free number and DTE
Electric’s emergency contact information.

E17.5 DTE Electric provides Residential Customers with pending enrollments with an Alternative
Electric Supplier, a 14-day notice period in which the Customer may cancel the enrollment before the
switch is executed. If the Customer challenges the enrollment the switch transaction is cancelled, the
affected Alternative Electric Supplier(s) are notified, and the enrolling Alternative Electric Supplier shall
be assessed the $5 switching fee instead of the Customer. If the Customer cancels an enrollment in error,
the enrolling Alternative Electric Supplier’s remedy is to discuss the situation with the Customer and
submit a new enrollment.

Commercial and Industrial ROA Customers’ right to cancel an enrollment shall be in accordance with the
terms of their contract with their Alternative Electric Supplier(s).

E17.6 A supplier must allow the Staff of the Commission an opportunity to review and comment on its

residential contract(s) and residential marketing material at least five business days before the Supplier
intends to use these contract(s) and marketing material in the marketplace.

(Continued on Sheet No. E-19.00)

Issued , 201 Effective for service rendered on

D. M. Stanczak and after , 201

Vice President

Regulatory Affairs Issued under authority of the
Michigan Public Service Commission

Detroit, Michigan dated , 201

in Case No. U-17767



PROOF OF SERVICE

STATE OF MICHIGAN )

Case No. U-17767

County of Ingham )

Joanna Klein being duly sworn, deposes and says that on December 11, 2015 A.D. she
served a copy of the attached Commission order by first class mail, postage prepaid, or by

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

G Wi

Joanna Klein

Subscribed and sworn to before me
This 11" day of December 2015

Steven J. Cook

Notary Public, Ingham County, Michigan
As acting in Eaton County

My Commission Expires: April 30, 2018
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