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Rate Development

e Determination of Revenue Requirement (cost
assessment) for a test year

eR=0+(V-D)r
e Allocation of Costs to customer classes based
on usage patterns

 Cost of service study

 Rate Design to recover costs through rates
and charges




Rate Elements

* Customer Charge — Fixed monthly charge; intended to recover fixed costs.

— Examples: service line that connects a customer to the distribution system;
meter; meter reading; billing services

* Delivery or Distribution Charge — Variable charge based on each unit of
sale; intended to recover the cost of the distribution system.
— Examples: utility plant used for delivering electric energy from the

transmission system to the customer’s premises, including expenses for
operating and maintenance of distribution facilities

* Power Supply Charge — Variable charge based on each unit of sale;
intended to recover costs of power generation and transmission.

— Examples: Cost for producing electricity by changing other forms of energy,
such as coal or natural gas, into electricity




Rate of Return
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"ElectricUtilities | Case No. Order. Date

DetroutEd:soﬁ U-16794 10/20/2011 6.59% 10.50% Contested
U-16794 6/7/2012 6.70% 10.30% Contested
""" U-15352 12/4/2007 7.70% 10.60% Settlement
U-16417 12/20/2011 6.25% 10.20% Settlement
U—16$30 6/26/2012 6.35% 10.10% Contested
TR | | U-15935 10/13/2009 7.54% 10.80% Settlement
%.;_N'o”rthern States U-16475 7/12/2010 6.79% 10.30% Settlement
' Power :
Cfner |  U1esol | 2/15/2012 6.84% 10.20% Settlement




Rate Cases

12 month time limit imposed by Sec. 6a of PA
286

Average length of rate cases since PA 286 is
277 days

Fully adjudicated electric cases average 347
days

No case has taken longer than 12 months




Self-Implementation

 Sec. 6a of PA 286 allows for utility self-
implementation of rates up to amount requested
after 180 days if a final order has not been issued

« If final rates are lower than self-implemented rates,
utilities must refund the difference plus interest




Electric Original Final Increase| Amount by which S|
Case No. Utility Request SI Request | Sl Authorized | Authorized |exceeded Final Increase| Refund Amount Status
U-15645 | Consumers | $215 million | $179 million { $179 million $139 million $39.6 million $15,722,954 Refund
U-15768 DE $378 million | $280 million $280 million $217,392,000 $62,608,000 $26,872,231 Refund
U-16180 &M $625 million | $44.3 million 544.3 million $35,707,000 _$8,593,000 __$3,19__2,636 Refund
Actual collections were
U-16191 | Consumers | $178 million | $150 million { $150 million $145,749,000 $4,251,000 $0.00 below authorized amt.
Actual collections were
U-16801 1&M $24.5 million $16‘million $16 million | $14,644,416 $1,355,584 $0.00 below authorized amt.
Final increase exceeded
U-15981 WEPCo $42.1 million $12,000,000 $12,000,000 $23,264,513 N/A N/A authorized amt.
Final increase exceeded
U-16472 DE $443 million | $230 million | $107 million $174,931,000 N/A N/A authorized amt.
Final increase exceeded
U-16794 | Consumers| $195 million | $147 million | $118 miliion $118,475,000 N/A N/A authorized amt.
Final increase exceeded
U-16830 | WEPCo |517.5 million| $5.6 million | $5.6 million $9.2 million N/A N/A authorized amt.
None-Parties
U-15988 UPPCo [$12,182,239 | $6.5 million | settled case $6,499,934 N/A N/A No Self-implementation
None-Parties
U-16166 [ UPPCo |$15.4 million| $9.2 million | settled case $8,868,706 N/A N/A No Self-implementation
None-Parties
U-16475 | NSPC-W | $1,074,055 $0.00 settled case $839,584 N/A N/A No Self-implementation
None-Parties
U-16417 UPPCo $7,701,288 $0.00 settled case | $4,200,000 N/A N/A No Self-implementation




Certificate of Necessity

. Sec. 6s of PA 286 allows utilities to file for Certificate
of Necessity for construction of new generation,
upgrade or purchase of existing generation, or long-
term power purchase agreement.

« Commission must issue order approving or denying
request within 270 days of application

. Allows reasonable and prudent costs to be approved
for recovery in a future rate case




Integrated Resource Plan

Sec. 6s of PA 286 outlines IRP requirements, including:

- Along-term forecast of the electric utility's load growth under various
reasonable scenarios.

- The type of generation technology proposed for the generation facility
including projected fuel and regulatory costs under various reasonable
scenarios.

- Projected energy and capacity purchased or produced by the electric
utility pursuant to any renewable portfolio standard.

- Projected energy efficiency program savings under any energy
efficiency program requirements and the projected costs for that
program.

- Projected load management and demand response savings for the
electric utility and the projected costs for those programs.
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Rate De-Skewing

Sec. 11 of PA 286 requires electric rates of DTE

and Consumers to be phased in to true cost of
service by 2013

Commission is on pace to meet deadline

Electric rates for other companies moved
toward cost of service

Maximum residential rate impact due to de-
skewing limited to 2.5% annually




Securitization

PA 142 of 2000 allows for electric utilities to
request authorization to securitize costs of
certain assets which they would be unlikely to
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lect in a competitive market
Kes assets out of rate base

ows utilities to refinance these assets at lower

rates through issuance of securitization bonds

Ratepayer surcharge to pay off bonds







