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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the Application of )
THE DETROIT EDISON COMPANY )
for authority to recover retail access )
program implementation costs and for ) Case No:  U-11956
approval of a true-up mechanism in )
connection with the recovery of stranded )
costs )
_________________________________           )

APPLICATION FOR TRUE-UP OF STRANDED COSTS

THE DETROIT EDISON COMPANY (“Edison” or “Company”), pursuant to

the March 8, 1999 Order of the Michigan Public Service Commission

(“Commission”) in Case No. U-11290 et al., requests that the Commission initiate

a proceeding to approve Edison’s stranded cost true-up proposal, and in support

says as follows:

1. Edison is a Michigan investor-owned electric public utility engaged

in the generation, transmission, distribution and sale of electricity to

approximately 1.9 million customers in southeastern Michigan and is a public

utility subject to the jurisdiction of the Commission.

2.  The Commission’s January 14, 1998 Order in Case No:  U-11290

et al. estimated Edison’s stranded costs based upon a 2.9 ¢/kWh market price

(escalated thereafter) and recognized that actual retail access service customer

volume and actual market prices would require that stranded costs be
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recalculated in an annual true-up proceeding based upon actual retail access

program experience. Specifically, as indicated in the Commission’s January 14,

1998 Order, the true-up mechanism should reflect differences: 1) in sales

volumes for both retail access and bundled service customers from those

volumes used in the initial calculation of stranded costs;  2) in market price from

the assumptions used in the initial calculation of stranded costs; and 3) between

the actual bid amounts during the transition period and actual stranded costs.

Actual experience may reveal that Edison’s stranded costs are either greater

than or less than the Commission’s best estimate. (MPSC Case No. U-11290 et

al., Order dated January 14, 1998 pp. 14, 17-18)

3. The Commission’s January 14, 1998 Order contemplated the

establishment of a bidding process for retail access capacity from 1999 through

2001. The revenues associated with the Commission’s bidding process would be

compared to actual stranded costs based upon the actual sales volumes and

actual market price for each year, and the difference would be added to or

subtracted from the (existing) stranded cost amount, as appropriate. Any costs

found to be imprudent in a PSCR case or other rate proceeding could require an

adjustment to (existing) stranded costs, pursuant to the Commission‘s Order.

(MPSC Case No. U-11290 et al., Order dated January 14, 1998 pp. 17-18)

4. In addition, the Commission ordered that Edison recover its

prudently-incurred costs for implementation of electric utility industry

restructuring. (MPSC Case No. U-11290 et al., Order dated January 14, 1998,
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p. 17-18) Such costs clearly include the reasonable “start-up costs” of the

Company’s retail access program.

5. The Commission reaffirmed its commitment to address Edison’s

implementation costs along with other policy issues in its March 8, 1999 Order.

(MPSC Case No. U-11290 et al.,  Order dated March 8, 1999, p. 28)

6. Edison has and is presently incurring implementation costs to

further restructuring of the electric utility industry and to provide retail access

service to electric customers.  Because significant implementation costs will be

necessary to complete restructuring of the electric utility industry, Edison

proposes that the Commission conduct these stranded cost true-up proceedings

in two phases.

7. Phase One of these proceedings should involve only a prudency

review of incurred implementation costs, approval of forecasted implementation

spending and allocation of implementation costs among customers and the

timing of cost recovery. The initial phase of the proceeding should be expedited

to provide resolution of true-up issues prior to initiation of the 1999-2000 true-up

case and ensure timely recovery of prudently incurred costs by the Company.

Edison proposes that the Commission conduct a separate hearing on these

issues and then read the record of that hearing, eliminating the need for a

Proposal for Decision. Edison would be prepared to file its direct testimony for

this portion of the proceeding on May 31, 1999.

8. In Phase One of these proceedings, Edison will file testimony

supporting recovery of approximately $10 million for implementation costs
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incurred and booked during 1998, and approximately $4 million incurred during

the first Quarter of 1999.  The Company’s testimony will also support a proposal

for recovery of the implementation costs from customers, including when, from

whom, and in what amount.   Edison will also file testimony in support of

approximately $100 million of planned expenditures for the 1999-2001 period

related to the implementation of customer choice.  These costs are related to:

customer servicing, supplier servicing, communication and education, and

customer usage determination.

9. On March 8, 1999, the Commission issued an order to establish a

state-wide customer education program on electric utility restructuring (CHOICE).

Among other things, the Commission sought to develop a funding mechanism for

the program through consultation with interested parties and the Staff.  In the

event that Edison is required to fund some portion of this program, the Company

will present such costs for recovery in this proceeding.

10. While the Company is not requesting specific approval in this

proceeding for other potential implementation costs such as: 1) automated meter

reading system costs, 2) new systems costs needed to meet requirements at the

MEPCC, 3) ISO participation costs, 4) transmission system upgrade costs, and

5) employee transition costs, the Company believes that consideration of these

costs would be appropriate in future true-up proceedings if incurred or planned.

11. Phase Two of this proceeding should be structured to address

remaining true-up issues including: a)  the appropriate stranded cost balances;

b)  the appropriate level of the transition charge; c)  the establishment of the
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mechanics of the true-up and stranded cost recovery processes; and d) to

address policy issues raised by the Commission in its March 8, 1999 Order at p.

28 such as Edison’s billing and metering rights and obligations in a restructured

electric utility industry.

12. In its testimony and exhibits, the Company will revise the stranded

cost balances and transition charge, which the Commission estimated at $2,483

million and 1.25¢kWh respectively in its January 14, 1998 Order.  The Company

will also file testimony and exhibits describing the process to true-up market

clearing prices, sales, retail access bids, retail access reciprocity and stranded

cost mitigation. Edison would be prepared to file its direct testimony for this

portion of the proceeding by July 15, 1999.

13. Phase Two of this proceeding should, likewise, be conducted on an

expedited basis. Expediting Phase Two of this proceeding will help establish

greater certainty among market participants, clear the way for subsequent

annual true-up proceedings and further the development of a fully functioning

marketplace for electric energy.  Again, Edison requests that the Commission

conduct a separate hearing and read the record, eliminating the need for a

Proposal for Decision. Phase Two of this proceeding should be conducted in

parallel with Phase One, and on an expedited basis, but because of the greater

breadth and complexity of the issues, the parties should be permitted more time

to prepare their positions.

14. It is the Company’s further understanding that the Commission

intends to conduct an “Electronic Filing Pilot Program” in the context of this case.
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As the rationale for such a pilot is to streamline and expedite filing procedures,

creating an expedited schedule will help test the efficacy of an electronic filing

process. Thus, the Commission’s “Electronic Filing Pilot Program” provides yet

another reason to expedite these proceedings.

WHEREFORE, Edison respectfully requests that this Commission:

A. Accept for filing this Application to initiate a Stranded Cost

True-Up proceeding;

B. Give such notice to interested parties as may be required by

statute or the Commission’s rules;

C. Approve recovery of prudently incurred implementation costs

as specified in this Application and described in the

testimony and exhibits of Edison’s witnesses;

D. Approve Detroit Edison’s plan for future implementation

spending;

E. Establish a methodology to recover collect prudently

incurred implementation costs;

F. Approve Edison’s current stranded cost balances and

components and transition charge level as described in the

testimony and exhibits of Edison’s witnesses;

G. Approve the true-up methodology proposed in the testimony

and exhibits of Edison’s witnesses;




