STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION
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In the matter, on the Commission’s own motion,
regarding administration and operation of the
Low-Income and Energy Efficiency Fund.

Case No. U-13129

N N N N’

At the January 13, 2009 meeting of the Michigan Public Service Commission in Lansing,

Michigan.

PRESENT: Hon. Orjiakor N. Isiogu, Chairman
Hon. Monica Martinez, Commissioner
Hon. Steven A. Transeth, Commissioner

AMENDATORY ORDER

On November 20, 2001, the Commission issued an order (November 20 order) pursuant to
former Section 10d(6) of the Customer Choice and Electricity Reliability Act, 2000 PA 141
(Act 141); MCL 460.10 et seq., which required that a portion of the cost savings from the issuance
of securitization bonds be used as a source of funding for the Low-Income and Energy Efficiency
Fund (LIEEF). The November 20 order established the procedural framework that the Commis-
sion has used to establish and administer the LIEEF. Appended to that order as Attachment A
were the procedures that have been followed in considering specific grant proposals.

As originally designed by the November 20 order, the Commission’s focus for the LIEEF was
to issue grants to organizations for the provision of energy assistance to low-income customers,
conservation and energy efficiency measures targeted toward reducing the energy usage and bills

of low-income customers, and the development of energy efficiency programs that benefit all



customer classes. The original source of the monies for these grants was the excess securitization
savings from the Commission’s orders in Case Nos. U-12478 and U-12505.

However, in both the interim and final orders in Case No. U-13808, the Commission recog-
nized that for the LIEFF program to continue, the costs of the program must be incorporated into
The Detroit Edison Company’s cost of service. The Commission noted that, “[t]he concept of a
LIEEF was approved by the Legislature and has been in place and fully operational for several
years. For those reasons, it can hardly be contended that the LIEEF issue conflicts with existing
policy or is controversial.” February 20, 2004 order in Case No. U-13808, p. 44. The Court of
Appeals upheld the Commission’s decision to continue funding LIEFF in base rates in Attorney
General v Public Service Comm, 276 Mich App 216, 229-230; 740 NW2d 685 (2007).

In Case No. U-14547, the Commission expanded funding for LIEEF to include funding from
the large natural gas utilities. This decision was likewise affirmed by the Court of Appeals in In re
Consumers Energy Co, 279 Mich App 180; 756 NW2d 253 (2008). In Consumers Energy, the
Court held that, “the PSC’s interpretation of its clear and unmistakable authority to administer the
LIEEF, as encompassing the power to secure funding, was a reasonable interpretation of the
administrative power conferred on it by the Legislature and is consistent with its ratemaking
authority pursuant to MCL 460.6.” Id. at 190-191. The Court further noted that the Legislature
has indicated its intent for the continuation of the LIEEF through the provision of ongoing
appropriations[.] . .. Thus, the absence of specific statutory language regarding the authority to
secure funds for the LIEEF through operation and maintenance expenses does not serve to
preclude the PSC from funding the LIEEF by these means.”

Although in the recent amendments to Act 141 by 2008 PA 286, the language referencing the

establishment and funding of the LIEEF was eliminated, the Legislature has clearly expressed its
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intent for the Commission to continue the LIEEF activities as shown by the $80,000,000 of LIEEF
funding for the fiscal year ending September 30, 2009 contained in Section 114 of 2008 PA 251.

The Commission is now persuaded that the focus of LIEEF should be expanded to permit the
direct funding of services that are aimed at both the original focus of the fund and the additional
activities associated with a more recent legislative initiative. On October 6, 2008, Governor
Jennifer M. Granholm signed into law the “Clean, Renewable, and Efficient Energy Act,” 2008
PA 295 (Act 295), MCL 460.1001 et seq. Among other things, Act 295 amended the Customer
Choice and Electricity Reliability Act to require all providers of electric service in this state to
establish renewable energy programs. All providers must file a plan within 90 days (120 days for
self-regulated rural electric cooperatives and municipally-owned electric utilities) after the
Commission issues the temporary order. Act 295 also requires the filing with the Commission of
energy optimization plans by each electric provider (other than AESs) and all rate-regulated
natural gas distribution utilities. The overall goal of each energy optimization plan is to reduce the
future costs of provider service to customers by delaying “the need for constructing new electric
generating facilities and thereby protect consumers from incurring the costs of such construction.”
Sec 71(2). The Commission is also obligated by MCL 460.10p(9)-(10) to review its existing rules
and amend them, if necessary, to implement performance standards for generation and distribution
facilities.

With the passage of Act 295, the Commission is faced with a new regulatory paradigm. Given
the enhanced state interest in renewable energy and energy optimization, and in light of the
compressed schedule for implementing Act 295, the Commission finds that it needs additional

flexibility in using some of the Fund for purposes beyond those originally identified in Act 141.
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Toward that end, the Commission amends Attachment A to the November 20 order to allow
for up to 10% of the monies in the Fund to be used directly for funding contractual services that
are related to low-income assistance, energy efficiency, energy technology, and the objectives of
Act 295, including renewable energy, energy optimization, and distributed generation projects.
The use of LIEEF monies for these purposes will enable the Commission to move more rapidly in
areas such as funding the development of a strategic plan to promote energy efficiency and
renewable-based distributed generation technologies so as to achieve the purposes of Act 295.
Although expanding the potential uses of LIEEF monies, the Commission remains committed to
ensuring that all uses of LIEEF monies, whether to fund grant projects or to pay for contractual
services, will continue to produce benefits for ratepayers.

In taking the administrative steps necessary to implement the Fund, the Commission will rely
on established procedures used by the Department of Management and Budget and the Department
of Energy, Labor & Economic Growth for awarding contractual services, making disbursements,

and managing the performance of contractual services on an ongoing basis.

THEREFORE, IT IS ORDERED that:

A. The procedures set forth in Attachment A of the Commission’s November 20, 2001 order
in this docket are amended and shall serve as the framework for implementing and administering
the Low-Income and Energy Efficiency Fund.

B. Up to 10% of the monies in the Low-Income and Energy Efficiency Fund may be used
directly for funding contractual services that are related to low-income assistance, energy
efficiency, energy technology, and the objectives of 2008 PA 295, including renewable energy,

energy optimization, and distributed generation projects.
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The Commission reserves jurisdiction and may issue further orders as necessary.

Any party desiring to appeal this order must do so in the appropriate court within 30 days after
issuance and notice of this order, under MCL 462.26.

MICHIGAN PUBLIC SERVICE COMMISSION

Orjiakor N. Isiogu, Chairman

Atis

Monica Martinez, Commissioner

Ltea

I"\“:L_'.:i'_i\"rf-:x_i'l't_ —

Steven A. Transeth, Commissioner

By its action of January 13, 2009.
: 77@3 ,WCM&QQ

Mary Jo Kunkle, Executive Secretary
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ATTACHMENT A

Grant Procedures.

A.

A

Written grant proposals are required. Written proposals are public documents
and shall be made available to the public in compliance with the Freedom of
Information Act, MCL 15.231 et seq.

Grantees are required to submit a written final report and written progress reports
to the Commission as required in the request for proposals as a condition of the
grant.

Grantees are required to maintain records of expenditures and to submit financial
reports to the Commission as required in the request for proposals as a condition
of the grant.

All grantees are subject to audit by the Commission Staff or other auditor
designated by the Commission.

Grantees who receive $100,000 or more in any 12-month period will be required
to submit an audited financial report for the period.

. Allocation of Disbursements from the Fund for Grants.

Disbursements will be allocated for: (1) energy assistance for low-income
customers, (2) conservation and energy efficiency measures targeted toward
reducing the usage and bills of low-income customers, and (3) the development
of energy efficiency programs that benefit all customer classes. Proposals
serving each purpose will normally be funded each year, but the proportion
allocated to each may vary from year to year.

Total disbursements for the promotion of energy efficiency should benefit all
customer classes, but no single grant must necessarily be applicable to all
classes.

Both single-year and multiple-year proposals may be funded.

The Commission will issue a final decision on the proposals to be funded and the
amount of funding for each.

The amount of funds allocated to any purpose should take into account the pre-
existing sources of funding for that purpose.

The Commission should consider the benefits received relative to the cost of the
proposal.



G.

For energy efficiency proposals to improve the customers’ utilization of energy,
the Commission should consider the following:

1. The net present value of the benefits expected to be received by customers
relative to the cost of the proposal.

2. The mix of energy efficiency proposals previously approved by the
Commission regarding both types of measures and classes of customers.

3. The anticipated benefits of the proposal on the development of a sustainable
market for energy efficiency measures.

Disbursements from the Fund for the Funding of Contractual Services.

Disbursements for the funding of contractual services shall be limited to no more
than 10% of the amount appropriated by the Legislature to the fund.

Disbursements shall be administered in accordance with established procedures
used by the Department of Management and Budget and the Department of
Energy, Labor & Economic Growth for awarding contracts for services, making
disbursements, and managing the contracts for services on an ongoing basis.

Disbursements shall be used for funding contractual services that are related to
low-income assistance, energy efficiency, energy technology, and the objectives
of Act 295, including renewable energy, energy optimization, and distributed
generation projects. Disbursements for the promotion of these purposes should
benefit all customer classes, but no single contract must necessarily be applicable
to all classes.

Both single-year and multiple-year proposals may be funded.

The Commission will issue an order approving the funding of all proposals to be
funded and the amount of funding for each proposal.

The amount of funds allocated to any purpose should take into account the pre-
existing sources of funding for that purpose.

The Commission should consider the benefits received relative to the cost of the
proposal as required by law.



PROOF OF SERVICE

STATE OF MICHIGAN )

Case No. U-13129

County of Ingham )

April M. Arman being duly sworn, deposes and says that on January 13, 2009A.D. she
served a copy of the attached Commission orders via E-Mail, first class mail, postage

prepaid, or by inter-departmental mail, to the persons as shown on the attached service list.

Digitally signed by April Arman
DN: cn=April Arman, c=US, ou=Michigan

.

A rl I Arl I I an Public Service Commission,
email=armana@michigan.gov
Date: 2009.01.15 08:09:59 -05'00"

April M. Arman

Subscribed and sworn to before me
this 13th day of January 2009

L=

Lisa Felice

Notary Public, Eaton County, Michigan
Acting in the County of Ingham

My commission expires on April 15, 2014




Patricia S. Barone

Michigan Dept. of Attorney General
Public Service Division

6545 Mercantile Way, Suite 15
Lansing MI 48911
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Martin Kushler

American Council for an Energy Efficiency Economy
1751 Brookshire Court

Williamston, MI 48895
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stephen.bennett@EXELONCORP.COM
kdcurrvwAEP.COM
jiim.vansickle@SEMCOENERGY.COM
kay8643990@wYAHOO.COM
gericks@WPSR.COM
ronan.patterson@WE-ENERGIES.COM
tharrellaCHARTERINTERNET.COM
patti.williams@BAYFIELDELECTRIC.COM

tonya@CECELEC.COM
dwozniak@CLOVERLAND.COM
sfarnquist@CLOVERLAND.COM
sboeckman@GLENERGY.COM
sharone@TEAMMIDWEST.COM
mkrause@AIRADVANTAGE.NET
rnuss@NISOURCE.COM
rami.fawaz@POWERONECORP.COM
cimiszuk@FES.COM
CommissionMail@WPSR.COM
llopez@LIBERTYPOWERCORP.COM
ilehmkuhl@NILESMI.ORG
kmarklein@STEPHENSON-MI.COM
fzimmer@CITYOFMARSHALL.COM
mpicklesmier@CITY-CHELSEA.ORG
ktozzinioUSGANDE.COM
sharonkr@PIEG.COM
tsobeck@PIEG.COM
igoodman@COMMERCEENERGY.COM
dhaubensak@CORNERENERGY.COM
mpscfilings@DTEENERGY.COM
brian.hoeger@EXELONCORP.COM
vnguyen@MIDAMERICAN.COM

The Ontonagon County Rea. Assoc.
No Name Available

No Name Available

Village of Baraga

Mark Burzych

Direct Energy Business, LLC
Village of Clinton

CMS Energy Resource Mgt Co
Tri-County Electric Co-Op
Tri-County Electric Co-Op
Tri-County Electric Co-Op
Tri-County Electric Co-Op

Aurora Gas Company

Citizens Gas Fuel Company
Consumers Energy Company
Consumers Energy Company
Edison Sault Electric Company
Edison Sault Electric Company
Exelon Energy Company

Indiana Michigan Power Company
SEMCO Energy Gas Company
Superior Energy Company

Upper Peninsula Power Company
Wisconsin Electric Power Company
Alger Delta Cooperative

Bayfield Electric Cooperative
Cherryland Electric Cooperative
Cloverland Electric Cooperative
Cloverland Electric Cooperative
Great Lakes Energy Cooperative
Midwest Energy Cooperative
Thumb Electric Cooperative
Energy USA- TPC Corp

PowerOne Corp

FirstEnergy Solutions Corp.
Wisconsin Public Service Corp.
Liberty Power Deleware (Holdings)
Niles Utilities Department
Stephson Utilities Department
Marshall Electric Dept. (Union City)
Chelsea Department of Electric & Water
Michigan Gas and Electric

Presque Isle Electric & Gas Cooperative, INC

Presque Isle Electric & Gas Co-op
Commerce Energy

Cornerstone Energy

DTE Energy

Exelon Energy

MidAmerican Energy
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felicelwMICHIGAN.GOV
bday@SPARKENERGY.COM
nsilvestri@UNIVERSALENERGY.CA
tomwhite@GLADSTONEMI.COM
rstickland@SOUTH-HAVEN.COM
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My Choice Energy

Quest Energy, L.L.C.

Spartan Renewable Energy, Inc. (Wolverine
Power Marketing)

Xcel Energy

Constellation New Energy-Gas
City of Escanaba

City of Crystal Falls

Lisa Felice

Spark Energy Gas, LP

Universal Gas & Electric Corporation
City of Gladstone

City of South Haven

Interstate Gas Supply Inc
Constellation NewEnergy Inc.
MxEnergy Inc.

Village of L'Anse

Bay City Electric Light & Power
Grand Haven Board of Light & Power
Lansing Board of Water and Light
Marquette Board of Light & Power
Traversse City Light & Power

CMS ERM Michigan LLC

CMS ERM Michigan LLC

Metro Energy LLC

Premier Energy Marketing LLC
Proliance Energy LLC

Strategic Energy LLC

City of Saint Louis

American PowerNet Management, L.P.
Nordic Marketing, L.L.C.

U.P. Power Marketing, LLC

City of Marshall

Nordic Marketing of Michigan.com
Accent Energy Midwest

Mary Jo Kunkle - MPSC

City of Portland

Alpena Power

Lowell Light and Power

City of Eaton Rapids

Royal Bank of Scotland

Integrys Energy Service, Inc WPSES
BlueStar Energy Services

Direct Energy Services

Lakeshore Energy Services

Realgy Energy Services

Volunteer Energy Services
Wyandotte Municipal Services
Wyandotte Municipal Services
Sempra Energy Solutions

City of Sturgis
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*

* Total number of users subscribed to the list:

* Total number of local host users on the list:
*

Coldwater Board of Public Utilities
Hillsdale Board of Public Utilities
Hillsdale Board of Public Utilities
Michigan Gas Utilities

Neguanee Department of Public Works
Zeeland Board of Public Works

105
0]
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andersb@MICHIGAN.GOV
barbara.wygant@WMICH.EDU
BBroderick@M-A-N-S.ORG
bcassidy@NCCSWEB.ORG
bdoyle@FVENG.COM
BMead@AAA1B.COM
carlcroskey@COMCAST.NET
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Brix, Andrew
Barbara Anders
Barb Wygant
Brian Broderick
Bev Cassidy
Brian Doyle
Bailey Mead
Carl Croskey
Christine Chamberlain
Chris Dunkel
CooINRG USA, Inc.
Debbie A. Barry
Dave Simon
Sandy Pearson
Sandy Pearson
Erik Bruchman
Jerry Elmblad
Elizabeth Bartz
Frank Walker
Albert L Fields
Gary Gray

Guy Lewis

Gruesbeck, Lois E (DLEG)

Diane Holley
Helena Powers
ITDirector [concealed]
Jamal Aboueljoud
Janet Kass

Jason Davis

Jim Cooper

Jim Croce

Joyce Dallas

Jeff Basch

Jessica Elsey Cook
Jim Burke

Joan B. Lamoreaux
John Anderson

Jo Ruiz

Kathy Ernst

Rex L. LaMore
Larry Kelley

Loch McCabe
Lynn Wilson
Clevey, Mark
Franzak, Mike
Alex Morese

Maria Thompson
Susan Anderson
Natasha Koss
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