One Energy Plaza, Detroit, M1 48226-1279

=¥ DTE Energy'

DTE Gas Company

June 19, 2013

Mr. Bill Stosik, Director

Financial Analysis and Audit Division
Michigan Public Service Commission
4300 W Saginaw Hwy

Lansing, MI 48917

Re: MPSC Case No. U-10150 (Paperless) - DTE Gas Company
2012 Affiliate Transactions Compliance Report

Dear Mr. Stosik:

Enclosed for filing is DTE Gas Company’s Affiliate Transactions Compliance Report for the
year 2012 as required by the order issued by the Michigan Public Service Commission dated
October 28, 1993 in Case No. U-10150.

Very truly yours,
P ete r Digitally signed by Peter Rynearson
DN: cn=Peter Rynearson, o=Director
Regulatory Affairs, ou=Regulatory Affairs,

Rynearson — smestsssa™”

Peter M. Rynearson
Director, Regulatory Affairs

Enclosures

cc: N. Katsarelas (MPSC Staff)



DTE Gas Company
Affiliate Transactions Compliance Report

Calendar Year 2012

June 19, 2013



The DTE Gas Company® (DTE Gas) submits this annual Affiliate Transactions Compliance
Report for calendar year 2012 pursuant to the Michigan Public Service Commission’s
(Commission) October 28, 1993 Order in Case No. U-10150.

The Company reserves the right to amend or supplement this Report as necessary and reserves
the right to object to any specific disclosures as they may arise in the future.

Questions regarding the contents of this Report should be directed to Ray Seidl, Manager —
Regulatory Adjudication and Compliance, One Energy Plaza, Room 1006 WCB, Detroit, Ml
48226, or 313-235-8887 or seidlr@dteenergy.com.

! Effective January 1, 2013, Michigan Consolidated Gas Company changed its legal name to DTE Gas Company.


mailto:seidlr@dteenergy.com

ITEM1
That the utility ensure that the Commission has access to books and records of the holding

company and each of its affiliates and their joint ventures. Any objections to not providing all
books and records must be raised before the Commission and the burden of showing that the
request is unreasonable or unrelated to the proceeding is on the respondents.

RESPONSE
DTE Gas has provided the Commission access to its books and records in accordance with its

jurisdiction and authority as provided by law.



ITEM 2

Each utility, holding company, and each of its subsidiaries and the joint ventures of the holding
company and/or its subsidiaries shall employ accounting and other procedures and controls
related to cost allocations and transfer pricing to ensure and facilitate full review by the
Commission and to protect against cross-subsidization of non-utility activities by the utility’s
customers.

RESPONSE

DTE Gas has established and will continue to maintain accounting controls to facilitate review
by the Commission. The procedures employed by DTE Gas are available for review by the
Commission Staff upon request.



ITEM 3

The holding company and each of its subsidiaries and the joint ventures of the holding company
and/or its subsidiaries shall keep their books in a manner consistent with general accounting
principles and, where applicable, consistent with the Uniform System of Accounts.

RESPONSE

DTE Gas, its affiliates, and subsidiaries maintain books consistent with general accounting
principles and, where applicable, consistent with the Uniform System of Accounts. DTE
Energy’s financial statements are audited by Pricewaterhouse Coopers, an international certified
public accounting firm, on an annual basis.



ITEM 4a
The utility shall furnish the Commission with:

The quarterly and annual financial statements of the consolidated utility and/or its parent
holding company.

RESPONSE
The Company, at previous dates and as a matter of routine, submitted the subject documents to

the Commission.



ITEM 4b
The utility shall furnish the Commission with:

Annual statements concerning the nature of intercompany transactions concerning the
utility and a description of the basis upon which cost allocations and transfer pricing have
been established in these transactions.

RESPONSE

DTE Gas routinely reports such transactions between its affiliates and/or subsidiaries. See
Attachment 4b.1, Pages 228B through 228B-1, “Receivables from Associated Companies”,
Attachment 4b.2, Pages 260B through 260B-1, *“Payables to Associated Companies”,
Attachment 4b.3, Pages 358 through 359, “Summary of Costs Billed to Associated Companies”,
and Attachment 4b.4, Pages 360 through 361, “Summary of Costs Billed From Associated
Companies.”

All of these attachments were taken from the MPSC Annual Report Form P-522 for the year
2012.

The description of the basis upon which cost allocations and transfer pricing have been
established in these transactions are contained in the “Affiliated Company Master Service
Agreement” and “Service Level Agreement — Shared Services” which were submitted with the
2007 Affiliate Transactions Compliance Report and remain in effect.



ITEM 4c
The utility shall furnish the Commission with:

Annual balance sheets and income statements of the non-regulated subsidiaries of the
utility and/or the non-consolidated subsidiaries of the holding company;

RESPONSE
See Attachment 4c.1, the income statements and balance sheets of the subsidiaries of DTE Gas.



ITEM 4d
The utility shall furnish the Commission with:

As a separate exhibit in its next general rate case, an audit report of its transactions
between the utility and its non-utility affiliates.

RESPONSE
An audit report of transactions between DTE Gas and its non-utility affiliates was furnished to

the Commission with its general rate case, MPSC Case No. U-13898.



ITEM 4e
The utility shall furnish the Commission with:

Federal income tax on a consolidated or non-consolidated basis depending on filing.

RESPONSE
Copies of federal income tax returns shall be made available to the Commission upon request.



ITEMS
The utility shall avoid a diversion of management talent that would adversely affect the utility.

An annual report identifying personnel transferred from the utility to non-utility subsidiaries is
required.

RESPONSE
Following is a breakdown of employee transfers between DTE Gas and affiliates during 2012:

Employee transfers to DTE Gas from:

e DTE Electric Company 5)

e DTE Energy Corporate Services, LLC 21
Employee transfers from DTE Gas to:

e DTE Electric Company 10

e DTE Energy Corporate Services, LLC 21

e DTE Energy Trading 1

e DTE Energy Resources, LLC 1

It is DTE Gas’s position no transfers/diversion of management talent that would adversely affect
DTE Gas occurred during the year 2012.



ITEMG6

The utility shall notify the Commission in writing within thirty days prior to any transfer to non-
utility affiliates of any utility assets or property exceeding a fair market value of $100,000. Asset
transfers from regulated to non-regulated shall be at the higher of cost or fair market value and
non-regulated to regulated shall be at the lower of cost or fair market value. All services and
supplies provided by non-regulated enterprises shall be at market price or 10% over fully
allocated costs, whichever is less.

RESPONSE

On October 31, 2012, in a letter sent to the MPSC, Michigan Consolidated Gas Company
transferred assets to an associated company, MichCon Fuel Services Company. See Attachment
6 for a copy of the letter.



ITEM7
Market, technological, or similar data transferred, directly or indirectly, from the utility to a non-

utility affiliate shall be transferred at the higher of cost or fair market value.

RESPONSE
There were no such transfers in 2012.
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C222

C223

T226

PERIODIC

PERIODIC

PERIODIC

(in thousands)

Dollars

Dollars

Dollars

DTE Gas Company

MichCon
Development
Corp

Blue Lake
Holdings

Saginaw Bay
Pipeline
Company

Gas Utility - Total Segment

Actuals -
2012.DEC

Actuals -
2012.DEC

Actuals -
2012.DEC

Periodic

Periodic

Periodic

Total Assets

S0

$10,905,271

$4,370,821

Current Assets

$2,921,592

$63,503

Cash and Cash Equivalents

Restricted Cash

Accounts Receivable

$23,842

Customer Accounts Receivable

$9,669

Accrued Unbilled Revenues

$3,975

Regulated Under Recovery

Other Accounts Receivable

$10,198]

Notes Receivable

$2,921,592

-$32,167

Inventories

Fuel Inventory

Gas Inventory

Inventory for Goods, Materials and Supplies

Current Assets from Risk Management and Trading

Current deferred income taxes

Other Current Assets

$71,828]

Deferred Debits

Other Current Assets

$71,828]

Investments

$6,915,923

Nuclear decomissioning trust funds

Other Investments

$6,915,923

Property

$4,222,016

Property, Plant and Equipment

$23,687,115

Property Under Capital Leases

Accumulated Depreciation, Depletion, and Amortization

-$19,465,099

Other Assets

S0

$1,067,756

$85,302

Goodwill

Regulatory Assets

Securitized Assets

Long-Term Notes Receivables

Long-Term Assets from Risk Management and Trading

Prepaid Pension Assets

Long-term deferred income taxes

$0

$1,067,756)

$85,302

Other Intangible Assets Net

S0

Total Other Long Term Assets
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C222

C223

T226

PERIODIC

PERIODIC

PERIODIC

(in thousands)

Dollars

Dollars

Dollars

DTE Gas Company

MichCon
Development
Corp

Blue Lake
Holdings

Saginaw Bay
Pipeline
Company

Gas Utility - Total Segment

Actuals -
2012.DEC

Actuals -
2012.DEC

Actuals -
2012.DEC

Periodic

Periodic

Periodic

Total Liabilities and Shareholders Equity

S0

$10,905,271

$4,370,821

Liabilities

$0

$2,762,131

$1,904,213

Current Liabilities

S0

-$45,077,262

-$38,325

Accounts Payable

$80,990

Interest Payable

Dividends Payable

Accrued Payroll

Accrued Vacation

Regulated Over Recoveries

Income Taxes Payable

$0

-$45,077,262

-$150,089

Current Deferred Income Taxes

S0

General Taxes

$0

S0

$30,774

Gas Inventory Equalization

Short-Term Borrowings

Current Portion of Long-Term Debt including Capital Leases

Current Liabilities from Risk Management & Trading

Other Current Liabilities

Other Non-Current Liabilities

$0

$47,839,393

$1,942,538

Deferred Income Taxes

S0

$47,839,393

$1,182,488

Regulatory Liabilities

Asset Retirement Obligations

$760,050

Unamortized Investment Tax Credits

Long-Term Liabilities from Storage & Transportation Contract

Long-Term Liabilities from Risk Management Activities and Tr

Accrued Pension Liabilities

Accured Post Retirement Benefit Costs

Accrued Environmental Costs

Deferred Gains from Asset Sales

Minority Interest

Nuclear Decommissioning

Other Long-Term Liabilities

Long-Term Debt (Net of Current Portion)

Mortgage Bonds, Notes and Other

Securitized Bonds

Equity-Linked Securities

Trust Preferred-Linked/Jr Sub Notes

Capital Lease Obligations

Shareholders Equity

$0

$8,143,141

$2,466,608

Common Stock

$17,847,171

$7,490,192

$9,275,597

Retained Earnings

-$17,847,171

$652,949

-$6,808,989

Accum other Comprehensive Income

Equity Bridging
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DTE Gas Company
2012 Affiliated Companies Income Statement
C222 C223 T226
YTD YTD YTD
(in thousands) Dollars Dollars Dollars
MichCon Saginaw Bay Pipeline
DTE Gas Company Development Corp Blue Lake Holdings Company
Gas Utility - Total Segment Actuals - 2012.DEC  |Actuals - 2012.DEC  |Actuals - 2012.DEC
Year To Date Year To Date Year To Date
Total Operating Revenue $317,088
Total Operating Expenses $792,875
Fuel, PP & Gas
Operation and Maintenance $298,850
DEP, Depletion & Amort $331,885
Taxes, Other than Income $162,141
Asset (Gains) And Losses
Merger and Restructuring
Operating Income -$475,787
Total Other (Income ) & Deductions -$86,235 -$3,986,186 $483
Interest Expense $955 $565
Interest Income -$23,501 -$82
Minority Interest
Other Income -$87,190 -$3,962,685
Other Expenses
Income (Loss) Before Income Taxes $86,235 $3,986,186 -$476,270
Income Taxes $33,366 $1,552,960 -$166,694
Income From Continuing Operations $52,869 $2,433,227 -$309,577
Income / (Loss) from Dist Oper Net Tax
Cum Effect Acct. Changes Net of Tax
Extradordinary Income - (Losses)
Net Income $52,869 $2,433,227 -$309,577
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DTE Energy Company Case No. U-10150
One Energy Plaza, Detroit, MI 48226-1221 Attachment 6
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DTE Energy
% HMichCon

October 31, 2012

Ms. Mary Jo Kunkle

Executive Secretary

Miichigan Public Service Commission
6545 Mercantile Way

Lansing, Michigan 48909-7721

RE: Transfer of Assets from Michigan Consolidated Gas Company o associated company MichCon
Fuel Services Company

Dear Executive Secretary,

With this ietter Michigan Consolidated Gas Company {MichCon} is providing written notice to the
Michigan Public Service Commission {hereinafter referred fo as the “Commission”™) of the pending
transfer of Compressed Natural Gas (CNG) Station Fguipment and Natural Gas Vehicle (NGV) conversion
costs, pursuant to the affiliate transaction rules established in Case No. U-10149/U-10150. A complete
description of the transaction is provided below,

THE PARTIES

MichCon is a subsidiary of DTE Energy Company, a Michigan corporafion with is principal offices located
at One Energy Plaza, Detroit, Michigan 48226. MichCon is a public utility subject to the jurisdiction of the
Michigan Public Service Commission and is engaged in the acquisition, storage, transportation,
distribution and sale of natural gas and other related services {0 approximately 1.2 million residential,
commercial and industrial customers within the State of Michigan.

MiichCon Fuel Services Company is a Michigan corporation with offices at One Energy Plaza, Detroit,
Michigan 48226. It markets natural gas as a vehicuiar fuel and promotes compressed natural gas (CNG)
stations and facilitation of customer conversions. MichCon Fuel Services Company 15 a wholly owned
subsidiary of MichCon Holdings, inc.

MichCon Holdings, Inc. is 2 Michigan corporation with offices at One Energy Plaza, Detroit, Michigan
48226. It is the holding company for MichCon, a Michigan corporation, and MichCon Fuel Services
Company.

THE TRANSACTIONS

MichCon provides this notice to the Commission of the transfer of CNG equipment owned by MichCon
to MichCon Fuel Services Company. The transfer of assets is proposed at net book value as of
September 30, 2012, which is believed to be equal to fair market value. These assets were designed
specifically to meet MichCon business needs and are unigue to MichCon locations and therefore a
market does not exist for these assets. This eguipment was purchased by MichCon prior to 2010.



Case No. U-10150
Attachment 6
Page 2 of 4

MichCon is also providing notice to the Commission of the transfer of NGV conversion costs incurred in
2010 and 2011 to MichCon Fuel Services Company. The 173 NGV vehicle conversions to date were
subsidized with an Alternative Fuel Transportation grant from the DOE {Clean Energy Coalition). The
proposed transfer is the conversion costs incurred by MichCon net of the grant reimbursement received.
No vehicles are being transferred, only the cost of the conversion kits. Book equals market because the
installed kits cannot be separated from the asset; thus, there is no market value.

Accounting entries are shown on Attachment 1 in conformance with the MPSC Uniform System of
Accounts. Gas Plant Instruction, Rule 5 G,

DATE OF TRANSFER

it is the Parties’ understanding that Commission approval is nof required prior to completing the
transactions described above, In the event, however, that the Commission determines approval is
required, please consider this ietter a reguest for expedited approval so that the Parties may complete
this transaction as soon as practicable. Absent written notice to the contrary within 30 days of the date
of this letter, the Parties will assume no further action is reguired and will consummate the transaction
as planned.

Respectfully submitied,

=

Peter M. Rynéarson
Controller, MichCon
One Energy Plaza
Detroit, M| 48226
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Michigan Consolidated Gas Company

Accounting Entries to Transfer CNG Station Assets and Liabilities

and NGV Conversion Expense

Acct No. Description Amourit
To transfer CNG Station Plant and Depreciation Balances from MichCon
{ See Attachment 1, page 2 of 2 listing detail)
PR, 10800 Accumulated Depreciation $ 1,104,707 .59
DR. 14600 Accounts Receivable from Associated Companies $ 866,457.90
CR 10400 QGas Plant In Service
To transfer NGV Conversion Costs from MichCon
DR. 14600 Accounts Recelvable from Associated Companies $ 275,859.00
CR 10100 Gas Plant In Service
To transfer MichCon Fuel Services Deferred Federal Income Tax Balance
DR, 28200 Accumulated Deferred income Tax Other $ 285,824.00
CR 148600 Accounts Receivable from Associated Companies
To Transfer MichCon Fuel Services 2012 Prepaid Property Tax Balance
DR. 14600 © Accounts Receivable from Assoclated Companies $ 9,000.00

CR 202040 Prepaid Property Taxes

$
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Attachment 1
Page 1 of 2

2,071,16548

275,858.00

285,824.00

9,000.00
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Attachment 1

Page 2 of 2
Michigan Consolidated Gas Company
Detail Plant and Accumulated Depreciation for CNG Equipment
Line No, Acct No. Description Arnount
{Col. 1) {Col. 2) (Col. 3)
Plant Balances @ 9/30/2012
1 39410 Tools, Shop and Garage Equipment $ 882,263.08
2 39810 Miscellaneous Equipment 1,188,802.41
3 Total Plant A/C 10100 $ 2,071,165.49
Accumulated Depreciation @ 9/30/2012
4 10800  Accum prov for deprec of utility plant $ 1,104,707.50
5 Total Plant Accum. Depr. $ 1,104,707.59

6 Net investment $  966,457.90
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