STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

* Kk kK k

In the matter of the application of

EDISON SAULT ELECTRIC COMPANY
for expedited, ex parte authority to reduce
its Experimental Renewable Energy Rider.

Case No. U-14734

At the May 10, 2006 meeting of the Michigan Public Service Commission in Lansing,
Michigan.
PRESENT: Hon. J. Peter Lark, Chairman

Hon. Laura Chappelle, Commissioner
Hon. Monica Martinez, Commissioner

ORDER

This order approves a change to the Edison Sault Electric Company (Edison Sault)
“experimental renewable energy rider” (adder), which is a set of premium rates available to Edison
Sault customers who voluntarily choose to pay a higher price per kilowatt-hour for power from
renewable or “green” power sources. The adder provides three premium rates for customers who
choose to obtain 60, 80, or 100 percent of their power from renewable sources.

On December 14, 2005, Edison Sault applied for authority to revise this adder tariff by
(1) changing the current adder to a maximum (price cap); (2) reducing the implemented adder
below the price cap by approximately one-third; and (3) obtaining Commission approval for a
system allowing Edison Sault to adjust the adder below the price cap, without a hearing, by

providing written notice to the Commission 30 days before the change (price cap regulation).



Edison Sault reports that the cost of renewable energy has not increased as much as other
generation sources since August 2003, which is when the Commission approved the adder in Case
No. U-13850. Accordingly, Edison Sault seeks authority to reduce the adder by approximately
one-third. Edison Sault also asks the Commission to issue an ex parte order in this matter because
customers select this rate voluntarily, the proposed changes will result in rate reductions rather
than rate increases, and the cost of service will not increase for customers who do not choose this
rate schedule.
In Case No. U-10923, the Commission approved Edison Sault’s request to use price cap

ratemaking, commenting as follows:

Approval of Edison Sault's proposal reflects the Commission's belief that

experimentation with alternative, more flexible regulatory mechanisms is

appropriate in view of the rapidly changing nature of the electric utility industry.

The Commission finds that the proposed price cap mechanism provides

significantly more flexibility and greater incentives for the utility to operate in an

efficient manner. Further, it should reduce regulatory costs and enhance the
utility's ability to respond to market demands and the needs of its customers.

Order, Case No. U-10923, September 21, 1995, p. 2.

Attorney General Frank J. Kelley (Attorney General) objected and filed a petition for
rehearing, which the Commission denied. Order, December 20, 1995. The Attorney General
appealed. In an unpublished opinion, the Court of Appeals affirmed the Commission’s authority
to approve price cap ratemaking. Attorney General v Public Service Comm, unpublished opinion
per curiam of the Court of Appeals, decided January 20, 1998 (Docket No. 192001), slip op. 4.
The Supreme Court denied leave to appeal. 459 Mich 910 (1998).

The Commission has reviewed this matter and concludes that approval of the application is
reasonable and in the public interest. Because approval of the application will not result in rate

increases, ex parte treatment is appropriate.
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The Commission FINDS that:

a. Jurisdiction is pursuant to 1909 PA 106, as amended, MCL 460.551 et seq.; 1919 PA 4109,
as amended, MCL 460.51 et seq.; 1939 PA 3, as amended, MCL 460.1 et seq.; 1969 PA 306, as
amended, MCL 24.201 et seq.; and the Commission’s Rules of Practice and Procedure, as
amended, 1999 AC, R 460.17101 et seq.

b. Edison Sault’s application should be approved.

c. Because approval of the application will not result in rate increases, ex parte treatment is

appropriate.

THEREFORE, IT IS ORDERED that:

A. Edison Sault Electric Company’s proposed price cap mechanism for its experimental
renewable energy rider is approved.

B. Edison Sault Electric Company’s application to reduce the experimental renewable energy
rider as shown on Exhibit A is approved.

C. Edison Sault Electric Company shall implement the tariff sheet revision in the form
attached as Exhibit A commencing on the day following issuance of this order.

D. Within 30 days, Edison Sault Electric Company shall file tariff sheets with the

Commission that are essentially the same as those attached to its application.

The Commission reserves jurisdiction and may issue further orders as necessary.
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Any party desiring to appeal this order must do so in the appropriate court within 30 days after

issuance and notice of this order, pursuant to MCL 462.26.

MICHIGAN PUBLIC SERVICE COMMISSION

/sl J. Peter Lark
Chairman

(SEAL)

/s/ Laura Chappelle
Commissioner

/s/ Monica Martinez
Commissioner

By its action of May 10, 2006.

[s/ Mary Jo Kunkle
Its Executive Secretary
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Any party desiring to appeal this order must do so in the appropriate court within 30 days after
issuance and notice of this order, pursuant to MCL 462.26.

MICHIGAN PUBLIC SERVICE COMMISSION

Chairman

Commissioner

Commissioner

By its action of May 10, 2006.

Its Executive Secretary
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EDISON SAULT ELECTRIC COMPANY

First Revised Sheet No. 11.01
Cancels Original Sheet No. 11.01
M.P.S.C. No. 8

Experimental Renewable Energy Rider

Availability

Available to all customers who elect to pay a premium on their electric usage for the company to
obtain electricity from generating sources that are foeled by renewable resources. Customers
must enroll to be served under this Rider. Once a customer has enrolled, service will continue
under this Rider until the customer terminates the enrollment.

Rate

In addition to the customer’s normal energy charge as indicated in the rate schedule under which
the customer is served, there will be a renewable adder per kWh based on the level of
participation selected by the customer as follows:

Participation Renewable
Level Percentage Maximum Adder Implemented Adder
Hydro Base* 40% 0.00 cents per kWh  0.00 cents per kWh

Hydro Base, plus Renewable Energy 60% 0.41 cents perkWh  0.27 cents per kWh
Hydro Base, plus Renewable Energy 80% 0.82 cents per kWh  0.55 cents per kWh
Hydro Base, plus Renewable Energy 100% 1.22 cents perkWh  0.82 cents per kWh

*The hydro base represents the electricity generated from hydroelectric sources that comprise
approximately 40% of total generation resources that the Company already obtains to meet the
power supply requirements of its customers. This rider is for customers who desire to have a
greater percentage of their electricity generated from renewable resources, such as wind, solar,
water, biomass and geothermal.

Maximum and Implemented Adder

The Company may charge less than the maximum renewable adder upon 30 days’ written notice
to the Michigan Public Service Commission by submitting a revised tariff sheet to the Michigan
Public Service Commission.

Conditions of Delivery

In addition to the rate above, all rates and conditions of delivery of the respective rate schedule
under which the customer is served are applicable.
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