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I. INTRODUCTION

On November 7, 2024, the Michigan Public Service Commission (MPSC or Commission)
issued a final order in this case (November 7, 2024 Order). DTE Gas Company (DTE Gas or the
Company) seeks rehearing on two narrow issues. First, the Commission adopted Commission
Staft’s (Staff) recommended adjustment for Lost and Unaccounted for (LAUF) and Company Use
(CU) gas but omitted the adoption of Staff’s position that Gas In Kind revenue (GIK) must also be
recalculated. In addition, the Commission found the Company’s projected uncollectible expense
to be “inflated.” In turn, the Commission concluded that “Staff’s calculation [was] most accurate
and reasonable [...]” without regard to the unintended legal and practical ramifications. For the
reasons set forth below, and otherwise within the record, both findings warrant rehearing.

Accordingly, DTE Gas seeks rehearing pursuant to Rule 437 of the Commission’s Rules of
Practice and Procedure, R 792.10437, which provides, in pertinent part, as follows:

(1) A petition for rehearing after a decision or order of the commission shall be

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

specifically set forth the matters relied upon. The petition shall be accompanied
by proof of service on all other parties to the proceeding.

The Commission has stated that “an application for rehearing is not merely another
opportunity for a party to argue a position or to express disagreement with the Commission’s
decision.” (August 1, 2005 Commission Order in Case No. U-13917, p. 4). Additionally, the
Commission has stated that “[u]nless a party can show the decision to be incorrect or improper

because of errors, newly discovered evidence, or unintended consequences of the decision, the



Commission will not grant a rehearing.” (October 14, 2004 Commission Order in Case No. U-

13716, p. 2).
II. ARGUMENT

A. The Commission’s Cost of Gas Rate Calculation Omitted an Adjustment Agreed to
by Staff.

The Commission’s Order approved $22.151 million for LAUF gas and $18.31 million for
CU gas. This finding was based upon Staff’s original recommended calculation. (November 7,
2024 Order, p. 189) The Company seeks rehearing on this issue to correct a clear omission
contained in Staff’s original recommendation, as adopted by the Commission (this omission was
recognized by Staff in briefing).

Staff’s original recommendation adjusted the cost of gas rate used in the LAUF and CU
calculations from $4.3812 per Mcf to $4.1015 per Mcf. (See November 7, 2024 Commission
Order, p. 121) However, Staff did not include the corresponding and requisite adjustment to GIK.
GIK revenue is calculated to recover costs related to LAUF and CU Gas. Therefore, there is no
question that any changes to those costs must be reflected in adjustments to GIK revenue. Staff
ultimately acknowledged and agreed with this principle. (“Staff recommends that the dollar
amounts for LAUF, CU, and GIK be recalculated for the final order based on those decisions.”)
(Staff Replies to Exceptions, p. 6) Nonetheless, in carrying over these adjustments in the
calculation of the Company’s revenue deficiency, the GIK credit method calculation incorrectly
retained the original $4.3812 per Mcf projected cost of gas rate, resulting in a final projected GIK
revenue credit that does not align with the updated expense amount.

The cost of gas rate must be used consistently in calculating LAUF, CU, and GIK.

Accordingly, the Commission should grant rehearing and correct the GIK credit calculation to use



a projected cost of gas rate of $4.1015 per Mcf, resulting in a reduced GIK revenue of $26,823 and

a $1.8 million reduction in the GIK revenue credit that was omitted in the Commission’s Order.

B. The Commission Should Correct the Uncollectible Expense Methodology to Avoid the
Unintended Consequences of Staff’s Asymmetric Uncollectible Expense Reductions.

In this proceeding, the Company applied the direct write-off method to project its
uncollectible expense (UCX). This method was utilized by Staff and adopted by the Commission
in the Company’s last gas rate case (Case No. U-20940). In utilizing this method, the Company
used a historical three-year average of actual net write-offs plus direct expenses for 2020-2022,
adjusted for revenue growth. The Company’s methodology resulted in a final uncollectible account
expense of $35.149 million. Although the Company used the direct write-off method, Staff argued
throughout this proceeding that the Company’s UCX calculation was “inflated.” In turn, Staff
recommended disallowing $14.47 million in UCX, of which $9.13 million relates to a change of
three-year average from 2020-2022 to 2021-2023 and $5.36 million relates to Staff’s
recommended changes in test year revenues.

The Company only seeks rehearing with respect to a portion of Staff’s recommended
changes, specifically the exclusion of test year revenues that are attributable to Energy Waste
Reduction (EWR), cost of gas, the Company’s Home Protection Plan (HPP), and miscellaneous
revenue.! The sole basis provided by Staff for excluding these revenues is that “[i]t is Staff’s
position that projected revenue amounts not included, or subject to audit, in this general rate case
should not be included in the UCX projection.” (Staff Initial Brief p. 64) The exclusion of these
revenues in the test year, despite their inclusion in historical revenues used to calculate the average

net write-offs to revenue, resulted in an unsupported $3.96 million disallowance of uncollectible

! The exclusion of the EWR, gas cost, HPP, and other revenues makes up $3.96 million of Staff’s overall $5.36 million
recommendation related to test year revenues. The Company is not seeking rehearing on the remaining $1.4 million.
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expense. (4 T 2248) The Administrative Law Judge (ALJ) agreed with Staftf’s overall
recommended disallowance but did not address the practical impacts of excluding these revenues
from the UCX calculation or the appropriateness of excluding these revenues from projected
revenues while leaving them in historic revenues. (PFD, p. 305) The Commission agreed with the
ALJ’s recommendation, but again without addressing why the exclusion of these revenues is
reasonable or feasible. (November 7, 2024 Commission Order, p. 192)

The Company has notable concerns with the adoption of Staff’s proposed disallowance
that results from the exclusion of these revenues from the uncollectible expense calculation as it
results in significant, unintended consequences and merits rehearing by the Commission. First,
Staft’s only support for its recommendation to remove EWR, gas cost, HPP and miscellaneous
revenues from the uncollectible expense calculation is a conclusory, and otherwise unsupported,
statement in testimony. (See 4T 1651) To the contrary, a variety of uncollectible amounts are
properly included in uncollectible expense and write offs when calculating projected uncollectible
expense in a rate case, regardless of where the surcharges are calculated. Removal of these costs
from a general rate case forecloses any opportunity by the Company to recover those portions of
uncollectible expense because there are simply no other forums to do so. (4T 2247) As an example,
Staft’s recommended disallowance, as adopted by the Commission, legally forecloses the
Company’s ability to recover uncollectible expense associated with EWR revenues. (See June 2,
2009 Commission Order in Case No. U-15890, pp. 11-12 finding that uncollectible expenses
should not be included in an Energy Optimization Plan and directing that these costs be addressed
in the next general rate case). This is because only direct charges are included for purposes of
calculating the Company’s EWR surcharge. However, uncollectible expense is an indirect expense.

(4T 2246- 2248) Therefore, the Company cannot recover its uncollectible EWR expenses unless



future changes are implemented to the EWR surcharge allowing for the recovery of indirect,
uncollectible expenses.

Similarly, there are no alternative forums to recover the portion of uncollectible expense
associated with gas cost revenues and HPP revenues.”? The Commission has not authorized
recovery of gas cost uncollectible expense in a Gas Cost Recovery (GCR) proceeding; therefore,
recovery in a GCR proceeding is not currently feasible. With respect to HPP revenues, a general
rate case is the only forum available to recover this portion of uncollectible expense. Removing
HPP revenue from the uncollectible expense calculation assumes that the Company incurs no
uncollectible expense related to HPP, which is not accurate. Importantly, as the incremental margin
resulting from HPP reduces the overall cost of service to DTE Gas’s customers, it is incongruous
to prevent recovery of uncollectible expense attributable to the program.

Due to the legal and practical implications preventing recovery of uncollectible expense in
alternate forums, the Company requests that the Commission grant rehearing on this issue and
include the EWR, gas cost, HPP, and other revenues into the net write off methodology. This will
result in an increase in uncollectible expense of $3.96 million. Alternatively, while the Company
does not believe it is appropriate to exclude these revenues from the UCX calculation, if they are
to be excluded, then they should be removed across the entire calculation rather than selectively
removed only from the projected revenue portion of the uncollectible expense calculation.
Although Staff removed EWR, cost of gas, HPP and miscellaneous revenue from their projected
revenue, Staff included them in the historical revenues used to calculate the write off as a

percentage of revenue. The one-sided inclusion of these revenues to calculate the write off

2 In fact, the Commission has found that the appropriate place for the collection of uncollectible expense is in a general
rate case. See DTE Electric’s 2009 Commission Order in Case No. U-15806, p. 33 (finding that uncollectible expenses
should not be included in a Renewable Energy Plan and that these costs are more appropriately addressed in a general
rate case).



percentage results in an improper and artificial decrease to the Company’s projected uncollectible
expense — at the very least the methodology used in the calculations should be consistent.

As such, DTE Gas seeks rehearing to clarify and correct the uncollectible expense
methodology so that historical revenue used to calculate the historical write off percentage and the
projected revenue that the write off percentage is applied to are calculated on the same basis (and
with the same exclusions applied). Specifically, the Company requests that the Commission adjust
Staft’s methodology consistent with DTE Gas’s Exhibit A-33, Schedule W1 so that Staff’s
historical revenue also excludes revenue categories consistent with Staff’s projected revenue
exclusions. This adjustment results in a $3.96 million increase in the Company’s projected
uncollectible expense, as reflected on Page 2, Line 11, column (d) of DTE Gas’s Exhibit A-33,

Schedule W1.

ITII. REQUEST FOR RELIEF

Accordingly, DTE Gas respectfully requests that the Commission grant rehearing and

provide the additional relief as discussed above.

Respectfully submitted,

DTE GAS COMPANY
Ca rlton D, \l?vigitally signed by Carlton D.
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