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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the application of
THE DETROIT EDISON COMPANY

to unbundle its retail electric rates Case No. U-12966

N— N N

RESPONSE OF THE DETROIT EDISON COMPANY
TO JOINT MOTION TO REJECT APPLICATION

The Detroit Edison Company (“Edison” or “Company”) by its attorneys, submits
this Response to the Joint Motion to Reject Application filed on June 27, 2001 on behalf
of Energy Michigan, the Association of Businesses Advocating Tariff Equity and Exelon
Energy, Inc. (hereinafter “Movants”), as well Staff's Response dated July 2, 2001, and
says:

1) Section 10b(2) of 2000 PA 141 (“Act 141”) requires that an electric utility
file an application to unbundle existing commercial and industrial rate schedules and
“separately identify and charge for their discrete service.” Section 10d(1) requires that
certain customer rates be reduced by 5% and frozen for a specific period of time.

2) Long-accepted rules of statutory construction require that a statute must
be read in its entirety such that all parts produce a harmonious and consistent
enactment of the whole. An interpretation that renders any part “surplusage or nugatory”

must be avoided. Altman v Meridian Twp. 439 Mich 623, 635; 487 NW2d 155 (1992); In

re MCI Telecommunications Complaint, 460 Mich 396, 413; 596 NW2d 164 (1999). See




also Preston v Department of Treasury, 190 Mich 491 (1991) Iv den 439 Mich 987 and

Wills v Iron County Bd. of Canvassers, 183 Mich App 797; 455 NW2d 405 (1990).

3) The Company has proposed a Retail Access Service Tariff (RAST) which,
when approved by the Commission, will establish actual (not estimated, as Movants’
incorrectly allege), unbundled electric distribution charges for each retail access
customer. The only remaining discrete retail electric service offered by Edison is energy
supply and Edison has proposed in this case to provide the necessary information for
the customer to determine its bulk power supply costs for comparison with market
prices. Transmission is not a discrete service being offered by Edison, and is a service
the customer may elect directly from a transmission provider or through a marketer. It
has never been the Company’s intention to attempt the complex task of identifying
separate transmission charges, including ancillary services, on a customer’s retail
electric bill. Movants and Staff are also well aware that transmission service is governed
by FERC-approved tariffs and will not be offered by Edison. To the extent Edison
purchases transmission services to procure power for its customers, it would be
appropriate to separate those charges from bulk power supply costs for recovery from
customers (e.g. in a PSCR proceeding). In any event, it is misleading for Movants and
Staff to characterize Edison’s application in this case as failing to meet the requirements
of Act 141 when, in fact, its proposal in combination with an approved RAST will
essentially unbundle the Company’s retails rates.

4) Edison’s proposal promotes continuity between the various requirements
of Act 141 whereas Movant’s suggested course of action does not. For instance, the

RAST contains various pricing provisions (e.g. service charge, energy charge and



demand charge). However, many of Edison’s existing bundled rates have only some of
these components, or have ones that are at a different price level than the RAST
charge. Thus, the total unbundling method advocated by Movants would result in
individual customers or sub-classes of customers receiving a price increase or
decrease. It would be very difficult to incorporate RAST charges within existing bundled
tariffs and maintain customer revenue neutrality. Doing so would violate the price freeze
and 5% rate reduction mandated by Section 10d(1) of 2000 PA 141 (“Act 141”), and it
would result in customers receiving improper pricing signals for electric delivery service.
This, as a serious matter of regulatory policy, cannot be ignored. (See attached Affidavit
of Edward E. Falletich for a more detailed explanation).

5) In an effort to harmonize and give effect to each of the various parts of Act
141, specifically Section 10d(1) requiring a rate reduction and freeze with Section
10b(2) requiring the unbundling of rates, Edison proposes the use of an informative bill
message to allow customers to determine their respective retail access “shopping
credit.” Edison’s proposal is not confusing, causes less manipulation of the existing
billing system and is therefore less expensive, and works for all customers, not just the
small minority of those Movants purport to represent.

6) Movants simply ignore the competing parts of Act 141, and demand that
Edison be required to perform the exercise of unbundling without meaningful
implementation of the new rate design. Such an exercise, while achievable, will do
nothing to reconcile the clear mandates of Sections 10d(1) and 10b(2).

7) Thus, the Commission is faced with the same quandary as Edison:

implement one part of Act 141 to the detriment of another, or develop a compromise



that produces an harmonious and consistent interpretation of the whole statute while
creating charges that enable customers to calculate their actual savings under electric
choice — a fundamental goal which no one can realistically disavow.

8) Edison strongly believes that the Joint Motion should be denied. The
Company should not be capriciously required to undertake what, because of the
provisions of Section 10d(1), will only result in the expenditure of much time and many
resources to satisfy a pedantic, expensive and inefficient demand by Movants.

WHEREFORE, The Detroit Edison Company requests that the Joint Motion be
denied and that Edison’s application be accepted and implemented both to give effect to
the mandates of Act 141 and move retail electric choice forward.

Respectfully submitted:

THE DETROIT EDISON COMPANY

BRUCE R. MATERS (P-28080)
JON P. CHRISTINIDIS (P-47352)
Legal Department

2000 2" Avenue, 688 WCB
Detroit, Michigan 48226

(313) 235-7481

Dated: July 9, 2001



STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the matter of the application of )
THE DETROIT EDISON COMPANY )
to unbundle its retail electric rates ) Case No. U-12966

AFFIDAVIT OF EDWARD L. FALLETICH

STATE OF MICHIGAN )
)SS.
COUNTY OF WAYNE )

EDWARD L. FALLETICH, being first duly sworn, deposes and says:

1. | am the Director of Pricing Regulatory Affairs with overall
responsibility for electric pricing design and policy as well as rate and tariff
administration.

2. It is my opinion that the Detroit Edison proposal in this case is one
which minimizes confusion, clearly identifies the regulated charges customers
will continue to incur under choice while maintaining the 5% rate reductions
mandated by 2000 PA 141 (“Act 1417).

3. Under the Company’s proposal, for example, a D6 Primary Supply
customer at 50 kW/20,000 kWh per month will incur total tariff charges of $1,638.
This same customer for 2002 will also have included in its bill, a message
detailing the regulated charges one will incur under Electric Choice. For this
customer, these regulated charges (service charge, RAST demand charge,
securitization, and nuclear decommissioning) will total $661. This customer can
then easily determine the amount that it must procure power supply in the
marketplace to achieve savings. The customer's shopping credit is easily
established based on the total D6 bill less regulated charges under choice
($1,638 - $661 = $977). If this customer can procure power supply (including
transmission), for less than $977/mo., it will realize a savings over existing Rate
D6 charges.

4. The Company’s proposal has accomplished a form of unbundling
by identifying the regulated charges continuing under Electric Choice, but does
not entail a redesign of existing tariffs, thereby risking an erosion of the 5%
customer rate reduction mandated by Act 141.



5. A more detailed unbundling at this point (e.g., inclusion of RAST
charges in existing tariffs), would entail a comprehensive redesign of existing
tariffs. Although this redesign would maintain class revenue neutrality, individual
customers would see either increases or decreases in their existing bills.

6. In my example using a 50 kW/20,000 kWh per month customer,
replacing the existing D6 service charge of $275/month with the RAST service
charge of $450/month (increase of $175/month), would result in a rate increase
of approximately 10%. This removes not only the 5% securitization-related rate
reduction, but also increases this customer’s bill to a level approximately 5%
higher than that in effect in May, 2000 (date of rate freeze per Act 141). For D6
customers in the 50-500 kW range (approximately 50% of the total D6
customers), estimated price increases could range from 1% to 10%.

7. In addition, incorporation of the RAST $/kW charges into a rate
which currently does not include demand charges (e.g., D10-Electric Schools)
would, in my opinion, result in confusion and changes in individual customer bills.
Even if Rate D10, which includes a service charge and energy charge, was
unbundled in a manner which maintained this structure, customers would have
no clear indication of their charges under Electric Choice as the tariff delivery
charge would be based on a ¢/kWh charge while the RAST is based on $/kW.

8. It is my opinion that the Company’s proposal is one which best
balances the interest of all parties concerned. Customers are provided with a
clear signal of regulated charges under Electric Choice while continuing to
receive the 5% rate reduction mandated by Act 141. The Company’s proposal is
clearly intended to simplify the process for Electric Choice and not confuse it the
way a more detailed unbundling would.

Further, Affiant sayeth not.

&ww(d g@/ﬁ&@

EDWARD L. FALLETICH

Subscribed and sworn to before me

o



In the matter of the application of
THE DETROIT EDISON COMPANY

to unbundle its retail electric rates Case No. U-12966
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PROOF OF SERVICE

)
) ss
\
)

DORIS J. HILL-SHAVERS, being duly sworn deposes and says that on the 10th
day of June, 2001 she served a copy of RESPONSE OF THE DETROIT EDISON
COMPANY TO JOINT MOTION TO REJECT APPLICATION upon the parties listed on
the attached Service List, a copy of which is attached, by electronic mail and by

depositing properly addressed sealed and stamped envelopes into the United States

mall by first class.

Y . N
v (\O'U—» '\} d A ~J j@/&f{/\b
DORIS J. HILL-SHAVERS

Subscribed and sworn to before
me this 10" day of July, 2001

1
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SANDRA LEE KUSSAVAGE

M
RY PURLIC MACOMB co,
Mygmw%!(‘ i EXPIRES Oct 22, 2004
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MPSC Case No: U-12966

SERVICE LIST

Administrative Law Judge
Daniel E. Nickerson, Jr., ALJ
611 West Ottawa Street
Ottawa State Office Building
2" Floor

P.O. Box 30695

Lansing, Ml 48909-8195
Phone: 517-335-2484

Fax: 517-335-6696

(e-mail) daniel.e.nickerson@cis.state.mi.us

MPSC Staff

David Gadaleto

6545 Mercantile Way

Suite 15

Lansing, M| 48911

(517) 241-6680

(517) 482-6937 (Fax)

(e-mail) gadaletod@ag.state.mi.us
I

Paul Carlson

MPSC Staff

6545 Mercantile Way

P.O. Box 30221

Lansing, M| 48909-7721

Larry Bailey

MPSC Staff

6545 Mercantile Way
P.O. Box 30221
Lansing, M| 48909-7721

Attorney General

Donald E. Erickson

6520 Mercantile Way

Suite 2

P O Box 30218

Lansing, M| 48909

(517) 373-1123

(e-mail) ericksond@ag.state.mi.us

ABATE

Robert A.W. Strong

255 S. Old Woodward Avenue
Third Floor

Birmingham, MI 48009-6179
(248) 988-5861

(248) 642-2174 (Fax)

(e-mail) rstrong@clarkhill.com

I
Mr. James T. Selecky
Brubaker & Associates, Inc.
1215 Fern Ridge Parkway
Suite 208
P.O. Box 412000
St. Louis, MO 63141-2000
(e—mail) jtselecky@consultbai.com

I I
Robert A. Lefevre
2455 Woodlake Circle
Okemos, Michigan 48864-5941
(517) 381-9193
(517) 381-0268 (FAX)
(e-mail) rlefevre@clarkhill.com

Alpena Power Company
James D. Florip

Gillard Bauer Mazrum Florip
Smigelski & Gulden

109 E. Chisolm

Alpena MI 49707

(517) 356-3444

(517) 354-2821 (FAX)
e-mail: jdflorip@aqillardlaw.com



mailto:daniel.e.nickerson@cis.state.mi.us
mailto:gadaletod@ag.state.mi.us
mailto:ericksond@ag.state.mi.us
mailto:rstrong@clarkhill.com
mailto:jtselecky@consultbai.com
mailto:rlefevre@clarkhill.com
mailto:jdflorip@gillardlaw.com

Citizens for Power and Reliability
North American Natural
Resources , Inc. et al.

Dow Corning and Hemlock
Seminconductor

David E.S. Marvin

Michael S. Ashton

Fraser Trebilcock Davis & Foster
1000 Michigan Nation Tower
Lansing, M| 48933

(517) 377-0825

(517) 482-0887 (fax)

(e-mail) dmarvin@ftdf.com

(e-mail) mashton@fidf.com|

CMS MS&T Michigan L.L.C.

CMS Marketing, Services and
Trading Company

Julio C. Mazzoli

Michael J. Sheridan

CMS Enterprises Company

330 Town Center Drive, Suite 1000
Dearborn, Ml 48126-2712

(313) 436-9406

(313) 436-9225 (FAX)

(e-mail) jmazzoli@cmsenergy.com

Consumers Energy
Jon R. Robinson

212 W. Michigan Avenue
Jackson, Ml 49201

(517) 788-0698

(517) 788-0768 (FAX)

(e-mail) jrrobinson@cmsenergy.com
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The Detroit Edison Company
Bruce R. Maters

Jon P. Christinidis

2000 Second Ave. (Rm. 688 WCB)
Detroit, Ml 48226

(313) 235-7481 Maters

(313) 235-7706 Christinidis

(313) 235-8500 (FAX)

(e-mail) mpscfilings@dteenergy.com

(e-mail) matersb@dtcenergy.com |
(e-mail) fhristinidisj@dteenergy.¢om

Energy Michigan

Eric J. Schneidewind

The Victor Center

201 North Washington Square
Suite 810

Lansing, M| 48933

(517) 482-6237

(517) 482-6937 (Fax)

(e-mail) ejschneidewind@vrsh.com

Indiana Michigan Power Company
Richard J. Aaron

Honigman Miller Schwartz and Cohn
222 N. Washington Square, Ste. 400
Lansing, M|l 48933-1800

(517) 377-0701

(517) 484-8286 (Fax)

(e-mail) rja@honigman.com

Marc E. Lewis

Indiana Michigan Power Company
One Summit Square

P.O. Box 60

Fort Wayne, IN 46801

(219) 425-2195
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Service List Continued:

Midland Cogeneration Venture
Michael J. Brown

Howard & Howard

222 N. Washington Square, Ste. 500
Lansing, Ml 48933

(517) 377-0609

(5617) 485-1568 (FAX)

e-mail: mjbrown@howardandhoward.com

Michigan Independent Power
Producers Association
Ronald E. Russell

Russell & Russell, P.C.

525 Okemos Road, Suite B
Okemos, M| 48854

(517) 676-6400

(517) 676-3544 (FAX)

e-mail: rrussell@enstarenergy.com

Metro Bureau Group Service
Joseph H. Fields

4700 S. Hagadorn Road

Suite 195

East Lansing, MI 48823

(517) 337-4480

(517) 337-4879 (FAX)

e-mail: rrussell@enstarenergy.com
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Northern States Power Company —
Wisconsin, Wisconsin Electric
Power Company, Edison Sault
Electric Company, Wisconsin
Public Service Corporation and
Upper Peninsula Power Company
Harvey J. Messing

Sherri A. Wellman

Loomis Ewert Parsley Davis &
Gotting

232 S. Capitol Avenue, Ste. 1000
Lansing, Ml 48933

(517) 482-2400

(517) 482-7227 (FAX)

(e-mail) sawellman@loomislaw.com

Exelon Energy Company
Unicom Energy Company

John M. Dempsey

Mike Calabrese

Dickson Wright PLLC

215 South Washington Square
Suite 200

Lansing, Ml 48933-1816

(5617) 371-1730

(517) 487-4700 (FAX)

(e-mail) jdempsey@dickinson-wright.com
(e-mail) pcalabrese@dickinson-wright.cofn
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