MICHIGAN PUBLIC SERVICE COMMISSION
Act 3 of 1939

AN ACT to provide for the regulation and control of public and certain private utilities and other services
affected with a public interest within this state; to provide for alternative energy suppliers; to provide for
licensing; to include municipally owned utilities and other providers of energy under certain provisions of this
act; to create a public service commission and to prescribe and define its powers and duties; to abolish the
Michigan public utilities commission and to confer the powers and duties vested by law on the public service
commission; to provide for the continuance, transfer, and completion of certain matters and proceedings; to
abolish automatic adjustment clauses; to prohibit certain rate increases without notice and hearing; to qualify
residential energy conservation programs permitted under state law for certain federal exemption; to create a
fund; to provide for a restructuring of the manner in which energy is provided in this state; to encourage the
utilization of resource recovery facilities; to prohibit certain acts and practices of providers of energy; to allow
for the securitization of stranded costs; to reduce rates; to provide for appeals; to provide appropriations; to
declare the effect and purpose of this act; to prescribe remedies and penalties; and to repeal acts and parts of
acts.

History: 1939, Act 3, Imd. Eff. Feb. 15, 1939;0 Am. 1978, Act 211, Imd. Eff. June 5, 1978;00 Am. 1980, Act 139, Imd. Eff. May 29,
1980;00 Am. 1982, Act 304, Imd. Eff. Oct. 13, 1982;00 Am. 1982, Initiated Law, Eff. Dec. 2, 1982;0 Am. 1982, Act 212, Eff. Nov. 22,

1982;0 Am. 1989, Act 2, Imd. Eff. Apr. 3, 1989;00 Am. 2000, Act 141, Imd. Eff. June 5, 2000;00 Am. 2005, Act 190, Imd. Eff. Nov. 7,
2005.

The People of the Sate of Michigan enact:

460.1 Public service commission; creation; members, appointment, qualifications, terms,
vacancies.

Sec. 1. A commission to be known and designated as the “Michigan public service commission” is hereby
created, which shall consist of 3 members, not more than 2 of whom shall be members of the same political
party, appointed by the governor with the advice and consent of the senate. Each member shall be a citizen of
the United States, and of the state of Michigan, and no member of said commission shall be pecuniarily
interested in any public utility or public service subject to the jurisdiction and control of the commission.
During his term no member shall serve as an officer or committee member of any political party organization
or hold any office or be employed by any other commission, board, department or institution in this state. No
commission member shall be retained or employed by any public utility or public service subject to the
jurisdiction and control of the commission during the time he is acting as such commissioner, and for 6
months thereafter, and no member of the commission, who is a member of the bar of the state of Michigan,
shall practice his profession or act as counselor or attorney in any court of this state during the time he is a
member of said commission: Provided, however, This shall not require any commissioner to retire from, or
dissolve any partnership, of which he is a member, but said partnership, while he is a member of the
commission, shall not engage in public utility practice. Immediately upon the taking effect of this act, the
offices of the present members of the Michigan public service commission are hereby abolished, and the
members of the Michigan public service commission as herein created shall be appointed by the governor
with the advice and consent of the senate, for terms of 6 years each: Provided, That of the members first
appointed, 1 shall be appointed for aterm of 2 years, 1 for aterm of 4 years, and 1 for aterm of 6 years. Upon
the expiration of said terms successors shall be appointed with like qualifications and in like manner for terms
of 6 years each, and until their successors are appointed and qualified. Vacancies shall be filled in the same
manner asis provided for appointment in the first instance.

History: 1939, Act 3, Imd. Eff. Feb. 15, 1939;(] Am. 1947, Act 337, Imd. Eff. July 3, 19470 CL 1948, 460.1,0 Am. 1951, Act 275,
Eff. Sept. 28, 195L1.

Transfer of powers: See MCL 16.331.

460.2 Public service commission; oath, chairman, removal, quorum, seal, offices.

Sec. 2. Members of said commission shall qualify by taking and subscribing to the constitutional oath of
office, and shall hold office until the appointment and qualification of their successor. The governor shall
designate 1 member to serve as chairman of the commission. Any member of the commission may be
removed by the governor for misfeasance, malfeasance or nonfeasance in office after hearing. A vacancy in
the commission shall not impair the right of the 2 remaining members to exercise all the powers of the
commission. Two members of the commission shall at all times constitute a quorum. The commission shall
adopt an official seal, of which all the courts shall take judicial notice and proceedings, orders and decrees
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may be authenticated thereby. It shall be the duty of the board of state auditors to provide suitable offices,
supplies and equipment for said commission in the city of Lansing, the expenses thereof to be audited,
allowed and paid in such manner and out of such funds as may be provided by law.

History: 1939, Act 3, Imd. Eff. Feb. 15, 1939;00 CL 1948, 460.2;] Am. 1951, Act 228, Eff. Sept. 28, 1951.

460.3 Public service commission; salary and expenses of members; appointment of
secretary, deputies, clerks, assistants, inspectors, heads of divisions, and employees;
payment of salaries and expenses; employment and compensation of engineers and
experts; actual and necessary expenses; duties.

Sec. 3. The salary of the chairman of the commission and of each of the other members and the schedule
for reimbursement of expenses shall be established annually by the legislature. The commission may appoint
a secretary and the deputies, clerks, assistants, inspectors, heads of divisions, and employees necessary for the
proper exercise of the powers and duties of the commission. All salaries and other expenses incurred by the
commission shall be paid out of funds appropriated by the legislature. All fees and other moneys received by
the commission shall be paid over at the end of each month to the state treasurer, taking a receipt therefor.
The commission may employ engineers and experts in public utilities and public service matters and fix their
compensation for services, which may be paid out of the appropriation provided by the legislature. The
engineers, inspectors, and employees shall be entitled to their actual and necessary expenses incurred in the
performance of the work of the commission pursuant to the schedule established by the legislature. Each
deputy, clerk, assistant, engineer, inspector, or expert shall perform the duties required by the commission.
Each member of the commission shall devote his entire time to the performance of the duties of his office.

History: 1939, Act 3, Imd. Eff. Feb. 15, 1939;(] Am. 1947, Act 337, Imd. Eff. July 3, 1947,0] CL 1948, 460.3,0 Am. 1951, Act 229,

Eff. Sept. 28, 1951;00 Am. 1957, Act 208, Imd. Eff. June 6, 1957;01 Am. 1959, Act 162, Imd. Eff. July 16, 1959;0 Am. 1961, Act 74,
Eff. Sept. 8, 1961;00 Am. 1975, Act 81, Imd. Eff. May 20, 1975.

460.4 Michigan public service commission; rights, privileges, and jurisdiction; meaning of
certain references; review of order or decree.

Sec. 4. The Michigan public service commission shall have and exercise al rights, privileges, and the
jurisdiction in al respects as has been conferred by law and exercised by the Michigan public utilities
commission. Where reference is or has been made in any law to the “commission”, the “Michigan public
utilities commission”, the “Michigan railroad commission”, that reference shall be construed to mean the
Michigan public service commission except that with respect to railroad, bridge, and tunnel companies, that
reference shall be construed to mean the state transportation department. Any order or decree of the Michigan
public service commission shall be subject to review in the manner provided for in section 26 of Act No. 300
of the Public Acts of 1909, being section 462.26 of the Michigan Compiled Laws.

History: 1939, Act 3, Imd. Eff. Feb. 15, 1939;0] CL 1948, 460.4;0 Am. 1972, Act 300, Imd. Eff. Dec. 19, 1972;0] Am. 1987, Act 4,
Eff. Apr. 1, 1987;0 Am. 1993, Act 355, Imd. Eff. Jan. 14, 1994,

Administrativerules: R 460.851 et seq.; R 460.1451 et seq.; R 460.1951 et seq.; R 460.2101 et seq.; R 460.2212 et seq.; R 460.2501
et seg.; R 460.2601 et seg.; and R 460.3101 et seq. of the Michigan Administrative Code.

460.4a Effect of executive reorganization orders; funding; commission as autonomous
entity; appointment of chairperson; transfers of authority.

Sec. 4a (1) Except as otherwise provided under this act, the commission is subject to Executive
Reorganization Order No. 2003-1, MCL 445.2011.

(2) Funding for the commission shall be as provided under 1972 PA 299, MCL 460.111 to 460.120, and as
otherwise provided by law.

(3) The commission shall be an autonomous entity within the department of labor and economic growth.
The statutory authority, powers, duties, and functions, including personnel, property, budgeting, records,
procurement, and other management related functions, shall be retained by the commission. The department
of labor and economic growth shall provide support and coordinated services as requested by the commission
and shall be reimbursed for that service as provided under subsection (2).

(4) The chairperson of the commission shall be appointed as provided under section 2.

(5) Nothing in this section shall be construed to supersede the transfers of authority made under the
following executive orders:

(a) Executive Reorganization Order No. 2001-1, MCL 18.41.

(b) Executive Reorganization Order No. 2002-13, MCL 18.321.

(c) Executive Reorganization Order No. 2005-1, MCL 445.2021.

(d) Executive Reorganization Order No. 2007-21, MCL 18.45.
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(e) Executive Reorganization Order No. 2007-22, MCL 18.46.
(f) Executive Reorganization Order No. 2007-23, MCL 18.47.

History: Add. 2008, Act 286, Imd. Eff. Oct. 6, 2008.

460.5 Public service commission; books, records, files.

Sec. 5. All books, records, files, papers, documents, and other property belonging to the Michigan public
utilities commission shall be forthwith turned over to the Michigan public service commission and shall be
continued as a part of the records, files, and other property of said commission. The Michigan public service
commission shall in all respects be considered to be the successor in office of the Michigan public utilities
commission in respect to all of the powers or duties now vested in or imposed upon said public utilities
commission. Any unexpended balance of moneys in the state treasury and any fees or other moneys now
owing to said public utilities commission shall be and the same are hereby transferred and assigned over to
the Michigan public service commission hereby created, to be used and disposed of as provided by law.

History: 1939, Act 3, Imd. Eff. Feb. 15, 1939;00 CL 1948, 460.5.

460.5a Annual report.

Sec. 5a. The Michigan public service commission shall make an annual report, summarizing the activities
of the commission, to the governor and the legislature on or before the first Monday of March of each year.
The annual report shall be a summary of commission activities and may include rules, opinions, and orders
promulgated or entered by the commission during the calendar year covered by the annual report. The report
shall also contain any other information which the commission considers to be of value.

History: Add. 1989, Act 33, Imd. Eff. May 26, 1989.

460.6 Public service commission; power and jurisdiction; "private, investor-owned
wastewater utilities" defined.

Sec. 6. (1) The public service commission is vested with complete power and jurisdiction to regulate all
public utilities in the state except a municipally owned utility, the owner of a renewable resource power
production facility as provided in section 6d, and except as otherwise restricted by law. The public service
commission is vested with the power and jurisdiction to regulate all rates, fares, fees, charges, services, rules,
conditions of service, and al other matters pertaining to the formation, operation, or direction of public
utilities. The public service commission is further granted the power and jurisdiction to hear and pass upon all
matters pertaining to, necessary, or incident to the regulation of public utilities, including electric light and
power companies, whether private, corporate, or cooperative; water, telegraph, oil, gas, and pipeline
companies, motor carriers, private wastewater treatment facilities; and al public transportation and
communication agencies other than railroads and railroad companies.

(2) A private, investor-owned wastewater utility may apply to the commission for rate regulation. If an
application is filed under this subsection, the commission is vested with the specific grant of jurisdictional
authority to regulate the rates, fares, fees, and charges of private, investor-owned wastewater utilities. As used
in this subsection, "private, investor-owned wastewater utilities’ means a utility that delivers wastewater
treatment services through a sewage system and the physical assets of which are wholly owned by an
individual or group of individual shareholders.

History: 1939, Act 3, Imd. Eff. Feb. 15, 1939;01 CL 1948, 460.6;0 Am. 1952, Act 240, Eff. Sept. 18, 1952;(1 Am. 1960, Act 44,
Imd. Eff. Apr. 19, 1960;0 Am. 1967, Act 125, Imd. Eff. June 27, 1967;00 Am. 1969, Act 223, Imd. Eff. Aug. 6, 1969;00 Am. 1980, Act
50, Imd. Eff. Mar. 25, 1980;00 Am. 1992, Act 37, Imd. Eff. Apr. 21, 1992;01 Am. 1993, Act 355, Imd. Eff. Jan. 14, 1994;01 Am. 2005,
Act 190, Imd. Eff. Nov. 7, 2005.

Administrativerules: R 460.11 et seq.; R 460.511 et seg.; R 460.915 et seq.; R 460.1451 et seq.; R 460.1951 et seq.; R 460.2011 et
seg.; R 460.2051 et seg.; R 460.2101 et seq.; R 460.2211 et seq.; R 460.2601 et seq.; and R 460.3101 et seq. of the Michigan
Administrative Code.

460.6a Gas or electric utility; completed petition or application to increase rates and charges
or to amend rate or rate schedules; notice and hearing; issuance of temporary order;
refund; interest; automatic fuel or purchased gas adjustment clause; rules and
procedures; adjustment clauses operating without notice and hearing abolished; separate
hearing to determine cost of fuel, purchased gas, or purchased power; recovery of cost;
definitions; final decision; filing time extension; approval of transportation rate schedules
or transportation contracts; forms and instructions; recovery of amount by merchant
plant; limitation; adjustment; "United States consumer price index" defined; orders to
permit recovery under subsections (7) and (8).
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Sec. 6a. (1) A gas or electric utility shall not increase its rates and charges or ater, change, or amend any
rate or rate schedules, the effect of which will be to increase the cost of services to its customers, without first
receiving commission approval as provided in this section. The utility shall place in evidence facts relied upon
to support the utility's petition or application to increase its rates and charges, or to alter, change, or amend
any rate or rate schedules. The commission shall require notice to be given to al interested parties within the
service area to be affected, and all interested parties shall have a reasonable opportunity for a full and
complete hearing. A utility may use projected costs and revenues for a future consecutive 12-month period in
developing its requested rates and charges. The commission shall notify the utility within 30 days of filing,
whether the utility's petition or application is complete. A petition or application is considered complete if it
complies with the rate application filing forms and instructions adopted under subsection (6). A petition or
application pending before the commission prior to the adoption of filing forms and instructions pursuant to
subsection (6) shall be evaluated based upon the filing requirements in effect at the time the petition or
application was filed. If the application is not complete, the commission shall notify the utility of all
information necessary to make that filing complete. If the commission has not notified the utility within 30
days of whether the utility's petition or application is complete, the application is considered complete. If the
commission has not issued an order within 180 days of the filing of a complete application, the utility may
implement up to the amount of the proposed annua rate request through equal percentage increases or
decreases applied to al base rates. For a petition or application pending before the commission prior to the
effective date of the amendatory act that added this sentence, the 180-day period commences on the effective
date of the amendatory act that added this sentence. If the utility uses projected costs and revenues for a future
period in developing its requested rates and charges, the utility may not implement the equal percentage
increases or decreases prior to the calendar date corresponding to the start of the projected 12-month period.
For good cause, the commission may issue a temporary order preventing or delaying a utility from
implementing its proposed rates or charges. If a utility implements increased rates or charges under this
subsection before the commission issues a final order, that utility shall refund to customers, with interest, any
portion of the total revenues collected through application of the equal percentage increase that exceed the
total that would have been produced by the rates or charges subsequently ordered by the commission in its
final order. The commission shal allocate any refund required by this section among primary customers
based upon their pro rata share of the total revenue collected through the applicable increase, and among
secondary and residential customers in a manner to be determined by the commission. The rate of interest for
refunds shall equal 5% plus the London interbank offered rate (LIBOR) for the appropriate time period. For
any portion of the refund which, exclusive of interest, exceeds 25% of the annual revenue increase awarded
by the commission in its final order, the rate of interest shall be the authorized rate of return on the common
stock of the utility during the appropriate period. Any refund or interest awarded under this subsection shall
not be included, in whole or in part, in any application for a rate increase by a utility. Nothing in this section
impairs the commission's ahility to issue a show cause order as part of its rate-making authority. An alteration
or amendment in rates or rate schedules applied for by a public utility that will not result in an increase in the
cost of service to its customers may be authorized and approved without notice or hearing. There shall be no
increase in rates based upon changes in cost of fuel or purchased gas unless notice has been given within the
service area to be affected, and there has been an opportunity for a full and complete hearing on the cost of
fuel or purchased gas. The rates charged by any utility pursuant to an automatic fuel or purchased gas
adjustment clause shall not be altered, changed, or amended unless notice has been given within the service
area to be affected, and there has been an opportunity for afull and complete hearing on the cost of the fuel or
purchased gas.

(2) The commission shall adopt rules and procedures for the filing, investigation, and hearing of petitions
or applications to increase or decrease utility rates and charges as the commission finds necessary or
appropriate to enable it to reach afinal decision with respect to petitions or applications within a period of 12
months from the filing of the complete petitions or applications. The commission shall not authorize or
approve adjustment clauses that operate without notice and an opportunity for a full and complete hearing,
and all such clauses shall be abolished. The commission may hold a full and complete hearing to determine
the cost of fuel, purchased gas, or purchased power separately from a full and complete hearing on a genera
rate case and may be held concurrently with the general rate case. The commission shall authorize a utility to
recover the cost of fuel, purchased gas, or purchased power only to the extent that the purchases are
reasonable and prudent. As used in this section:

(@) "Full and complete hearing" means a hearing that provides interested parties a reasonable opportunity
to present and cross-examine evidence and present arguments relevant to the specific element or elements of
the request that are the subject of the hearing.

(b) "Genera rate case" means a proceeding initiated by a utility in an application filed with the
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commission that alleges a revenue deficiency and requests an increase in the schedule of rates or charges
based on the utility's total cost of providing service.

(3) Except as otherwise provided in this subsection, if the commission fails to reach a fina decision with
respect to a completed petition or application to increase or decrease utility rates within the 12-month period
following the filing of the completed petition or application, the petition or application is considered
approved. If a utility makes any significant amendment to its filing, the commission has an additional 12
months from the date of the amendment to reach a final decision on the petition or application. If the utility
files for an extension of time, the commission shall extend the 12-month period by the amount of additional
time requested by the utility.

(4) A utility shall not file ageneral rate case application for an increase in rates earlier than 12 months after
the date of the filing of a complete prior general rate case application. A utility may not file anew general rate
case application until the commission has issued afinal order on a prior general rate case or until the rates are
approved under subsection (3).

(5) The commission shall, if requested by a gas utility, establish load retention transportation rate
schedules or approve gas transportation contracts as required for the purpose of retaining industrial or
commercia customers whose individual annual transportation volumes exceed 500,000 decatherms on the gas
utility's system. The commission shall approve these rate schedules or approve transportation contracts
entered into by the utility in good faith if the industrial or commercial customer has the installed capability to
use an aternative fuel or otherwise has a viable alternative to receiving natural gas transportation service from
the utility, the customer can abtain the alternative fuel or gas transportation from an alternative source at a
price which would cause them to cease using the gas utility's system, and the customer, as aresult of their use
of the system and receipt of transportation service, makes a significant contribution to the utility's fixed costs.
The commission shall adopt accounting and rate-making policies to ensure that the discounts associated with
the transportation rate schedules and contracts are recovered by the gas utility through charges applicable to
other customers if the incremental costs related to the discounts are no greater than the costs that would be
passed on to those customers as the result of aloss of the industrial or commercial customer's contribution to
autility's fixed costs.

(6) Within 90 days of the effective date of the amendatory act that added this subsection, the commission
shall adopt standard rate application filing forms and instructions for use in al general rate cases filed by
utilities whose rates are regulated by the commission. For cooperative electric utilities whose rates are
regulated by the commission, in addition to rate applications filed under this section, the commission shall
continue to allow for rate filings based on the cooperative's times interest earned ratio. The commission may,
in its discretion, modify the standard rate application forms and instructions adopted under this subsection.

(7) If, on or before January 1, 2008, a merchant plant entered into a contract with an initial term of 20 years
or more to sell electricity to an electric utility whose rates are regulated by the commission with 1,000,000 or
more retail customers in this state and if, prior to January 1, 2008, the merchant plant generated electricity
under that contract, in whole or in part, from wood or solid wood wastes, then the merchant plant shall, upon
petition by the merchant plant, and subject to the limitation set forth in subsection (8), recover the amount, if
any, by which the merchant plant's reasonably and prudently incurred actual fuel and variable operation and
maintenance costs exceed the amount that the merchant plant is paid under the contract for those costs. This
subsection does not apply to landfill gas plants, hydro plants, municipal solid waste plants, or to merchant
plants engaged in litigation against an electric utility seeking higher payments for power delivered pursuant to
contract.

(8) The total aggregate additional amounts recoverable by merchant plants pursuant to subsection (7) in
excess of the amounts paid under the contracts shall not exceed $1,000,000.00 per month for each affected
electric utility. The $1,000,000.00 per month limit specified in this subsection shall be reviewed by the
commission upon petition of the merchant plant filed no more than once per year and may be adjusted if the
commission finds that the eligible merchant plants reasonably and prudently incurred actual fuel and variable
operation and maintenance costs exceed the amount that those merchant plants are paid under the contract by
more than $1,000,000.00 per month. The annual amount of the adjustments shall not exceed a rate equal to
the United States consumer price index. An adjustment shall not be made by the commission unless each
affected merchant plant files a petition with the commission. As used in this subsection, "United States
consumer price index" means the United States consumer price index for all urban consumers as defined and
reported by the United States department of labor, bureau of labor statistics. If the total aggregate amount by
which the eligible merchant plants reasonably and prudently incurred actual fuel and variable operation and
maintenance costs determined by the commission exceed the amount that the merchant plants are paid under
the contract by more than $1,000,000.00 per month, the commission shall alocate the additional
$1,000,000.00 per month payment among the eligible merchant plants based upon the relationship of excess
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costs among the eligible merchant plants. The $1,000,000.00 limit specified in this subsection, as adjusted,
shall not apply with respect to actual fuel and variable operation and maintenance costs that are incurred due
to changes in federal or state environmental laws or regulations that are implemented after the effective date
of the amendatory act that added this subsection. The $1,000,000.00 per month payment limit under this
subsection shall not apply to merchant plants eligible under subsection (7) whose electricity is purchased by a
utility that is using wood or wood waste or fuels derived from those materials for fuel in their power plants.

(9) The commission shall issue orders to permit the recovery authorized under subsections (7) and (8) upon
petition of the merchant plant. The merchant plant shall not be required to alter or amend the existing contract
with the electric utility in order to obtain the recovery under subsections (7) and (8). The commission shall
permit or require the electric utility whose rates are regulated by the commission to recover from its
ratepayers all fuel and variable operation and maintenance costs that the electric utility is required to pay to
the merchant plant as reasonably and prudently incurred costs.

History: Add. 1952, Act 243, Eff. Sept. 18, 1952;(1 Am. 1955, Act 172, Imd. Eff. June 13, 1955, Am. 1972, Act 300, Imd. Eff.
Dec. 19, 1972;0 Am. 1982, Act 304, Imd. Eff. Oct. 13, 1982;0 Am. 1982, Initiated Law, Eff. Dec. 2, 1982;00 Am. 1982, Act 212, Eff.
Nov. 22, 1982;00 Am. 1992, Act 37, Imd. Eff. Apr. 21, 1992;0] Am. 2008, Act 286, Imd. Eff. Oct. 6, 2008.

Constitutionality: InInre Proposals D & H (Michigan State Chamber of Commerce v. State of Michigan), 417 Mich 409 (1983), the

Michigan Supreme Court held that Proposal H (Act 212 of 1982) prevailsin its entirety over Proposal D. The Court declared further that
Proposal H was not repealed by the enactment of Act 304 of 1982.

460.6b Gas utility rates based upon cost of purchased natural gas; authority of commission;
acceptance of employment with utility by member of legislature.

Sec. 6b. If the rates of any gas utility shall be based, among other considerations, upon the cost of natural
gas purchased by said gas utility which isin turn distributed by said gas utility to the public served by it, and
the cost for such gas is regulated by the federal energy regulatory commission, the Michigan public service
commission shall have the authority set forth in this section. In any proceeding to increase the rates and
charges or to alter, change or amend any rate or rate schedule of a gas utility, the Michigan public service
commission shall be permitted to and shall receive in evidence the rates, charges, classifications and
schedules on file with the federal energy regulatory commission whereby the cost of gas purchased or
received by such gas utility is fixed and determined. If, while such proceeding is pending before the Michigan
public service commission, a proceeding shall be instituted or be pending before said federal energy
regulatory commission, or on appeal therefrom in a court having jurisdiction, with respect to or affecting the
cost of gas payable by such gas utility, said Michigan public service commission shall consider as an item of
operating expense to said gas utility the cost of gas set forth in said rates, charges, classifications and
schedules on file with the federal energy regulatory commission. If the cost of gas payable by said gas utility
shall be reduced by the final order of the federal energy regulatory commission or the final decree of the
court, if appealed thereto, and the Michigan public service commission shall have entered an order approving
rates to said gas utility as aforesaid based upon the cost of gas set forth in the rates, charges, classifications
and schedules on file with the federal energy regulatory commission which were later reduced as above set
forth, the Michigan public service commission upon its own motion or upon complaint and after notice and
hearing may proceed to order refund to the gas utility's customers of any sums refunded to the said gas utility
for the period subsequent to the effective date of the Michigan public service commission order approving
rates for the gas utility as above set forth. No member of this 81st Legislature shall accept an employment
position with any utility in this state within 2 years after vacating his or her legidlative office.

History: Add. 1952, Act 272, Imd. Eff. June 16, 1952;(0 Am. 1982, Act 304, Imd. Eff. Oct. 13, 1982;001 Am. 1982, Initiated Law, Eff.
Dec. 2, 1982;00 Am. 1982, Act 212, Eff. Nov. 22, 1982.

Constitutionality: In Inre Proposals D & H (Michigan State Chamber of Commerce v. State of Michigan), 417 Mich 409 (1983), the

Michigan Supreme Court held that Proposal H (Act 212 of 1982) prevailsin its entirety over Proposal D. The Court declared further that
Proposal H was not repealed by the enactment of Act 304 of 1982.

460.6¢c Energy conservation programs, including energy conservation loan programs, for
residential customers of electric and gas utilities; approval; costs; conservation devices,
services, and materials; cost benefit information; cost of personally installing insulation;
rules; public utility as licensed contractor; accepting application for loan or making loan
after certain date prohibited.
Sec. 6¢. (1) The Michigan public service commission may approve energy conservation programs,
including energy conservation loan programs, for residential customers of electric and gas utilities.
(2) The costs of money, bad debt expense, administrative costs, and the cost of residential energy audits
associated with an energy conservation program authorized by this section, other than an energy conservation
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loan program, shall be included only in genera utility rates. The cost of money, bad debt expense, and
administrative costs associated with an energy conservation loan program shall be included only in residential
utility rates. The inclusion of costs in utility rates as provided in this subsection shall not continue after the
costs arising from an approved energy conservation program have been recovered.

(3) The conservation programs subject to this section shall provide conservation devices, services, and
materials and may include ceiling and wall insulation, flue dampers, caulking, and weather stripping in
compliance with state laws and rules. A residential energy audit or preinspection shall be completed by the
utility prior to the installation of any device or material or approval of a loan pursuant to this section. A
residential customer participating in an energy conservation program shall be provided with cost benefit
information regarding those conservation devices, services, and materias as they apply to the customer's
residence.

(4) If aresidential customer participating in an energy conservation program personally installs insulation
in the customer's place of residence, the cost of installation shall not be included as part of the customer's
participation in the program.

(5) The Michigan public service commission shall promulgate rules pursuant to the administrative
procedures act of 1969, Act No. 306 of the Public Acts of 1969, as amended, being sections 24.201 to 24.328
of the Michigan Compiled Laws, to establish standards for energy conservation loan programs implemented
under this section. The rules shall include provisions to insure that the conservation devices and materials
installed under the program comply with federal and state product safety guidelines and, unless personally
installed by the customer, are contracted out to, and installed by, licensed contractors who meet the
requirements of the commission's rules and are chosen by the customer from alist of contractors provided by
the utility, and that the contracts are awarded on a competitive basis. A public utility shall not be considered a
licensed contractor for purposes of this subsection. This subsection shall not preciude a public utility from
participating in the installation of conservation devices as part of a demonstration or testing program under
this act.

(6) A utility company maintaining an energy conservation program permitted under this section shall not
accept an application for aloan under that program after December 31, 1986. A utility company maintaining
an energy conservation program shall not make aloan as a part of that program after June 30, 1987.

History: Add. 1978, Act 211, Imd. Eff. June 5, 1978;(] Am. 1983, Act 80, Imd. Eff. June 14, 1983;01 Am. 1984, Act 378, Eff. Mar.
29, 1985.

Administrativerules: R 460.2401 et seq. of the Michigan Administrative Code.

460.6d Owner of renewable resource power production facility; exemption from regulation
and control of public service commission; definition.

Sec. 6d. (1) Notwithstanding any other provision of this act, the owner of a renewable resource power
production facility shall not be subject to the regulation or control of the public service commission, if al of
the following conditions are met:

(@ The owner of the renewable resource power production facility, before the construction of the
renewable resource power production facility, was not a public utility subject to the jurisdiction of the public
service commission.

(b) The ownership of the renewable resource power production facility is ancillary to the financing of the
facility.

(2) As used in this act, “renewable resource power production facility” means a facility having a rated
power production capacity of 30 megawatts or less which produces electric energy by the use of biomass,
waste, wood, hydroelectric, wind, and other renewable resources, or any combination of renewable resources,
asthe primary energy source.

History: Add. 1980, Act 50, Imd. Eff. Mar. 25, 1980.

460.6e Impact of MCL 460.6d; review and evaluation; public hearing; notice; report.

Sec. 6e. (1) By March 25, 1983, the standing committees of the legislature responsible for energy issues
shall undertake a review and evaluation of the impact of section 6d and report to the legislature.

(2) The legidative committees shall hold a public hearing. Notice of the public hearing shall be given to
interested parties who shall be given an opportunity to testify. Following the public hearing, the legidative
committees shall prepare areport.

(3) The report shall be submitted to the clerk of the house and secretary of the senate and made available to
all members of the legislature.

History: Add. 1980, Act 50, Imd. Eff. Mar. 25, 1980;0 Am. 2011, Act 274, Imd. Eff. Dec. 20, 2011.
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460.6f Repealed. 1984, Act 49, Imd. Eff. Apr. 12, 1984.
Compiler'snote: The repealed section pertained to electric utility rates.

460.6g Definitions; regulation of rates, terms, and conditions of attachments by attaching
parties; hearing; authorization; applicable procedures.

Sec. 6¢. (1) Asused in this section:

(a) “Attaching party” means any person, firm, corporation, partnership, or cooperatively organized
association, other than a utility or a municipality, which seeks to construct attachments upon, along, under, or
across public ways or private rights of way.

(b) “Attachment” means any wire, cable, facility, or apparatus for the transmission of writing, signs,
signals, pictures, sounds, or other forms of intelligence or for the transmission of electricity for light, heat, or
power, installed by an attaching party upon any pole or in any duct or conduit owned or controlled, in whole
or in part, by 1 or more utilities.

(c) “Commission” means the Michigan public service commission created in section 1.

(d) “Utility” means any public utility subject to the regulation and control of the commission that owns or
controls, or shares ownership or control of poles, ducts, or conduits used or useful, in whole or in part, for
supporting or enclosing wires, cables, or other facilities or apparatus for the transmission of writing, signs,
signals, pictures, sounds, or other forms of intelligence, or for the transmission of electricity for light, heat, or
power.

(2) The commission shall regulate the rates, terms, and conditions of attachments by attaching parties. The
commission, in regulating the rates, terms, and conditions of attachments by attaching parties, shall not
require a hearing when approving the rates, terms, and conditions unless the attaching party or utility petitions
the commission for a hearing. The commission shall ensure that the rates, terms, and conditions are just and
reasonable and shall consider the interests of the attaching parties' customers as well as the utility and its
customers.

(3) An attaching party shall obtain any necessary authorization before occupying public ways or private
rights of way with its attachment.

(4) Procedures under this section shall be those applicable to any utility whose rates charged its customers
are regulated by the commission, including the right to appeal a final decision of the commission to the
courts.

History: Add. 1980, Act 470, Eff. Mar. 31, 1981.

460.6h Incorporation of gas cost recovery clause in rate or rate schedule of gas utility;
definitions; order and hearing; filing gas cost recovery plan and 5-year forecast; gas
supply and cost review; final or temporary order; incorporating gas cost recovery factors
in rates; filing revised gas cost recovery plan; reopening gas supply and cost review,;
monthly statement of revenues; gas cost reconciliation; commission order; refunds,
credits, or additional charges to include interest; apportionment; exemption; setting gas
cost recovery factors in general rate case order.

Sec. 6h. (1) Asused in this act:

(a) “Commission” or “public service commission” means the Michigan public service commission created
insection 1.

(b) “Gas cost recovery clause” means an adjustment clause in the rates or rate schedule of a gas utility
which permits the monthly adjustment of rates for gas in order to allow the utility to recover the booked costs
of gas sold by the utility if incurred under reasonable and prudent policies and practices.

(c) “Gas cost recovery factor” means that element of the rates to be charged for gas service to reflect gas
costs incurred by a gas utility and made pursuant to a gas cost recovery clause incorporated in the rates or rate
schedules of agas utility.

(d) “Genera rate case” means a proceeding before the commission in which interested parties are given
notice and a reasonable opportunity for a full and complete hearing on a utility's total cost of service and all
other lawful elements properly to be considered in determining just and reasonabl e rates.

(e) “Interested persons’ means the attorney general, the technical staff of the commission, any intervenor
admitted to 1 of the utility's 2 previous general rate cases, any intervenor admitted to 1 of the utility's 2
previous reconciliation hearings, or any association of utility customers which meets the requirements to
intervene in a reconciliation hearing under the rules of practice and procedure of the commission as
applicable.

(2) Pursuant to its authority under this act, the public service commission may incorporate a gas cost
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recovery clause in the rates or rate schedule of a gas utility, but is not required to do so. Any order
incorporating a gas cost recovery clause shall be as aresult of a hearing solely on the question of the inclusion
of the clause in the rates or rate schedule, which hearing shall be conducted as a contested case pursuant to
chapter 4 of Act No. 306 of the Public Acts of 1969, being sections 24.271 to 24.287 of the Michigan
Compiled Laws, or, pursuant to subsection (17), as aresult of a general rate case. Any order incorporating a
gas cost recovery clause shall replace and rescind any previous purchased gas adjustment clause incorporated
in the rates of the utility upon the effective date of the first gas cost recovery factor authorized for the utility
under its gas cost recovery clause.

(3) In order to implement the gas cost recovery clause established pursuant to subsection (2), a utility
annually shall file, pursuant to procedures established by the commission, if any, a complete gas cost recovery
plan describing the expected sources and volumes of its gas supply and changes in the cost of gas anticipated
over a future 12-month period specified by the commission and requesting for each of those 12 months a
specific gas cost recovery factor. The plan shall be filed not less than 3 months before the beginning of the
12-month period covered by the plan. The plan shall describe all major contracts and gas supply arrangements
entered into by the utility for obtaining gas during the specified 12-month period. The description of the major
contracts and arrangements shall include the price of the gas, the duration of the contract or arrangement, and
an explanation or description of any other term or provision as required by the commission. The plan shall
also include the gas utility's evaluation of the reasonableness and prudence of its decisions to obtain gasin the
manner described in the plan, in light of the major aternative gas supplies available to the utility, and an
explanation of the legal and regulatory actions taken by the utility to minimize the cost of gas purchased by
the utility.

(4) In order to implement the gas cost recovery clause established pursuant to subsection (2), a gas utility
shall file, contemporaneously with the gas cost recovery plan described in subsection (3), a 5-year forecast of
the gas requirements of its customers, its anticipated sources of supply, and projections of gas costs. The
forecast shall include a description of al relevant major contracts and gas supply arrangements entered into or
contemplated between the gas utility and its suppliers, a description of all major gas supply arrangements
which the gas utility knows have been, or expects will be, entered into between the gas utility's principal
pipeline suppliers and their major sources of gas, and such other information as the commission may require.

(5) If autility files agas cost recovery plan and a 5-year forecast as provided in subsections (3) and (4), the
commission shall conduct a proceeding, to be known as a gas supply and cost review, for the purpose of
evaluating the reasonableness and prudence of the plan, and establishing the gas cost recovery factors to
implement a gas cost recovery clause incorporated in the rates or rate schedule of the gas utility. The gas
supply and cost review shall be conducted as a contested case pursuant to chapter 4 of Act No. 306 of the
Public Acts of 1969.

(6) Initsfinal order in a gas supply and cost review, the commission shall evaluate the reasonableness and
prudence of the decisions underlying the gas cost recovery plan filed by the gas utility pursuant to subsection
(3), and shall approve, disapprove, or amend the gas cost recovery plan accordingly. In evauating the
decisions underlying the gas cost recovery plan, the commission shall consider the volume, cost, and
reliability of the major alternative gas supplies available to the utility; the cost of aternative fuels available to
some or al of the utility's customers; the availability of gasin storage; the ability of the utility to reduce or to
eliminate any sales to out-of-state customers; whether the utility has taken all appropriate legal and regulatory
actions to minimize the cost of purchased gas;, and other relevant factors. The commission shall approve,
reject, or amend the 12 monthly gas cost recovery factors requested by the utility in its gas cost recovery plan.
The factors ordered shall be described in fixed dollar amounts per unit of gas, but may include specific
amounts contingent on future events, including proceedings of the federal energy regulatory commission or its
SUCCESSOr agency.

(7) In its final order in a gas supply and cost review, the commission shall evaluate the decisions
underlying the 5-year forecast filed by a gas utility pursuant to subsection (4). The commission may also
indicate any cost items in the 5-year forecast that on the basis of present evidence, the commission would be
unlikely to permit the gas utility to recover from its customers in rates, rate schedules, or gas cost recovery
factors established in the future.

(8) The commission, on its own motion or the motion of any party, may make a finding and enter a
temporary order granting approval or partial approval of a gas cost recovery plan in a gas supply and cost
recovery review, after first having given notice to the parties to the review, and after having afforded to the
parties to the review a reasonable opportunity for a full and complete hearing. A temporary order made
pursuant to this subsection shall be considered afinal order for purposes of judicial review.

(9) If the commission has made a final or temporary order in a gas supply and cost review, the utility may
each month incorporate in its rates for the period covered by the order any amounts up to the gas cost
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recovery factors permitted in that order. If the commission has not made a final or temporary order within 3
months of the submission of a complete gas cost recovery plan, or by the beginning of the period covered in
the plan, whichever comes later, or if atemporary order has expired without being extended or replaced, then
pending an order which determines the gas cost recovery factors, a gas utility may each month adjust its rates
to incorporate all or a part of the gas cost recovery factors requested in its plan. Any amounts collected under
the gas cost recovery factors before the commission makes its final order shall be subject to prompt refund
with interest to the extent that the total amounts collected exceed the total amounts determined in the
commission's final order to be reasonable and prudent for the same period of time.

(10) Not less than 3 months before the beginning of the third quarter of the 12-month period, the utility
may file a revised gas cost recovery plan which shall cover the remainder of the 12-month period. Upon
receipt of the revised gas cost recovery plan, the commission shall reopen the gas supply and cost review. In
addition, the commission may reopen the gas supply and cost review on its own motion or on the showing of
good cause by any party if at least 6 months have elapsed since the utility submitted its complete filing and if
there are at least 60 days remaining in the 12-month period under consideration. A reopened gas supply and
cost review shall be conducted as a contested case pursuant to chapter 4 of Act No. 306 of the Public Acts of
1969, and in accordance with subsections (3), (6), (8), and (9).

(12) Not more than 45 days following the last day of each billing month in which a gas cost recovery factor
has been applied to customers hills, the gas utility shall file with the commission a detailed statement for that
month of the revenues recorded pursuant to the gas cost recovery factor and the allowance for cost of gas
included in the base rates established in the latest commission order for the gas utility, and the cost of gas
sold. The detailed statement shall be in the manner and form prescribed by the commission. The commission
shall establish procedures for insuring that the detailed statement is promptly verified and corrected if
necessary.

(12) Not less than once ayear, and not later than 3 months after the end of the 12-month period covered by
agas utility's gas cost recovery plan, the commission shall commence a proceeding, to be known as a gas cost
reconciliation, as a contested case pursuant to chapter 4 of Act No. 306 of the Public Acts of 1969.
Reasonable discovery shall be permitted before and during the reconciliation proceeding in order to assist
parties and interested persons in obtaining evidence concerning reconciliation issues including, but not limited
to, the reasonableness and prudence of expenditures and the amounts collected pursuant to the clause. At the
gas cost reconciliation the commission shall reconcile the revenues recorded pursuant to the gas cost recovery
factor and the allowance for cost of gas included in the base rates established in the latest commission order
for the gas utility with the amounts actually expensed and included in the cost of gas sold by the gas utility.
The commission shall consider any issue regarding the reasonableness and prudence of expenses for which
customers were charged if the issue could not have been considered adequately at a previously conducted gas
supply and cost review.

(13) In its order in a gas cost reconciliation, the commission shall require a gas utility to refund to
customers or credit to customers' bills any net amount determined to have been recovered over the period
covered in excess of the amounts determined to have been actually expensed by the utility for gas sold, and to
have been incurred through reasonable and prudent actions not precluded by the commission order in the gas
supply and cost review. Such refunds or credits shall be apportioned among the customers of the utility
utilizing procedures that the commission determines to be reasonable. The commission may adopt different
procedures with respect to customers served under the various rate schedules of the utility and may, in
appropriate circumstances, order refunds or credits in proportion to the excess amounts actually collected
from each such customer during the period covered.

(14) In its order in a gas cost reconciliation, the commission shall authorize a gas utility to recover from
customers any net amount by which the amount determined to have been recovered over the period covered
was less than the amount determined to have been actually expensed by the utility for gas sold, and to have
been incurred through reasonable and prudent actions not precluded by the commission order in the gas
supply and cost review. For excess costs incurred through actions contrary to the commission's gas supply and
cost review order, the commission shall authorize a utility to recover costs incurred for gas sold in the
12-month period in excess of the amount recovered over the period only if the utility demonstrates by clear
and convincing evidence that the excess expenses were beyond the ability of the utility to control through
reasonable and prudent actions. For excess costs incurred through actions consistent with commission's gas
supply and cost review order, the commission shall authorize a utility to recover costs incurred for gas sold in
the 12-month period in excess of the amount recovered over the period only if the utility demonstrates that the
excess expenses were reasonable and prudent. Such amounts in excess of the amounts actually recovered by
the utility for gas sold shall be apportioned among and charged to the customers of the utility utilizing
procedures that the commission determines to be reasonable. The commission may adopt different procedures
Rendered Friday, August 12, 2016 Page 10 Michigan Compiled Laws Complete Through PA 280 of 2016

O Legislative Council, State of Michigan Courtesy of www.legislature.mi.gov



with respect to customers served under the various rate schedules of the utility and may, in appropriate
circumstances, order charges to be made in proportion to the amounts which would have been paid by such
customers if the amounts in excess of the amounts actually recovered by the utility for gas sold had been
included in the gas cost recovery factors with respect to such customers during the period covered. Charges
for such excess amounts shall be spread over a period that the commission determines to be appropriate.

(15) If the commission orders refunds or credits pursuant to subsection (13), or additional charges to
customers pursuant to subsection (14), in its final order in a gas cost reconciliation, the refunds, credits, or
additional charges shall include interest and shall be apportioned among the utility's customer classes in
proportion to their respective usage during the reconciliation period. In determining the interest included in a
refund, credit, or additional charge pursuant to this subsection, the commission shall consider, to the extent
material and practicable, the time at which the excess recoveries or insufficient recoveries, or both, occurred.
The commission shall determine a rate of interest for excess recoveries, refunds, and credits equal to the
greater of the average short-term borrowing rate available to the gas utility during the appropriate period, or
the authorized rate of return on the common stock of the gas utility during that same period. The commission
shall determine a rate of interest for insufficient recoveries and additional charges equa to the average
short-term borrowing rate available to the gas utility during the appropriate period.

(16) To avoid undue hardship or unduly burdensome or excessive cost, the commission may exempt a gas
utility with fewer than 200,000 customers in the state of Michigan from 1 or more of the procedural
provisions of this section or may modify the filing requirements of this section.

(17) Notwithstanding any other provision of this act, the commission may, upon application by a gas
utility, set gas cost recovery factors, in a manner otherwise consistent with this act, in an order resulting from
ageneral rate case. Within 120 days following the effective date of this section, for the purpose of setting gas
cost recovery factors, the commission shall permit a gas utility to reopen a general rate case in which a fina
order was issued within 120 days before or after the effective date of this section or to amend an application
or reopen the evidentiary record in a pending general rate case. If the commission sets gas cost recovery
factorsin an order resulting from a general rate case:

(a) The gas cost recovery factors shall cover a future period of 48 months or the number of months which
elapse until the commission orders new gas cost recovery factors in a general rate case, whichever is the
shorter period.

(b) Annual reconciliation proceedings shall be conducted pursuant to subsection (12) and if an annua
reconciliation proceeding shows a recoverable amount pursuant to subsection (14), the commission shall
authorize the gas utility to defer the amount and to accumulate interest on the amount pursuant to subsection
(15), and in the next order resulting from a general rate case authorize the utility to recover the amount and
interest from its customersin the manner provided in subsection (14).

(c) The gas cost recovery factors shall not be subject to revision pursuant to subsection (10).

History: Add. 1982, Act 304, Imd. Eff. Oct. 13, 1982.

460.6i Initial gas cost recovery plan; filing; alteration of rate schedule in accordance with
existing purchased gas adjustment clause; charges in excess of base rates; revenues
subject to existing reconciliation proceedings; purchased gas revenues subject to annual
reconciliation; procedures; adjustment of rates pending approval or disapproval of gas
cost recovery clause in final commission order.

Sec. 6i. (1) This section shall govern the initia filing and implementation of a gas cost recovery plan under
section 6h(3).

(2) Theinitial gas cost recovery plan may be for a period of less than 12 months and shall be filed:

(a) By agas utility with at least 1,000,000 residential customers in the state of Michigan, within 75 days
after the effective date of this section.

(b) By a gas utility with more than 500,000 but fewer than 1,000,000 residential customers in the state of
Michigan, within 90 days after the effective date of this section.

(c) By al other gas utilities subject to commission rate jurisdiction, within 30 months after the effective
date of this section.

(3) Notwithstanding section 6a(3), until the expiration of 3 months plus the remainder of the then current
billing month following the last day on which a gas utility is required to file its first gas cost recovery plan
pursuant to subsection (2) of this section, the utility may alter its rate schedule in accordance with an existing
purchased gas adjustment clause. Thereafter, the utility may make charges in excess of base rates for the cost
of gas sold pursuant only to subsections (2) and (4) of this section. After the effective date of this section, any
revenues resulting from an existing purchased gas adjustment clause and recorded for an annual reconciliation
period ending prior to January 1, 1983 by a gas utility shall be subject to the existing reconciliation
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proceeding established by the commission for the utility. In this proceeding, the commission shall consider
the reasonableness and prudence of expenditures charged pursuant to an existing purchased gas adjustment
clause after the effective date of this section. On and after January 1, 1983, all purchased gas revenues
received by a gas utility, whether included in base rates or collected pursuant to a purchased gas adjustment
clause or a gas cost recovery clause, shall be subject to annual reconciliation with the cost of purchased gas.
Such annual reconciliations shall be conducted in accordance with the reconciliation procedures described in
section 6h(12) to (17), including the provisions for refunds, additional charges, deferral and recovery, and
shall include consideration by the commission of the reasonableness and prudence of expenditures charged
pursuant to any purchased gas adjustment clause in existence during the period being reconciled.

(4) Until the commission approves or disapproves a gas cost recovery clause in afinal commission order in
a contested case required by section 6h(2), a gas utility which had a purchased gas adjustment clause on the
effective date of this section and which has applied for a gas cost recovery clause under section 6h may adjust
its rates pursuant to section 6h(3) to (17), to include gas cost recovery factors.

History: Add. 1982, Act 304, Imd. Eff. Oct. 13, 1982.

460.6) Incorporation of power supply cost recovery clause in electric rates or rate schedule
of utility; definitions; order and hearing; filing power supply cost recovery plan and 5-year
forecast; power supply and cost review; final or temporary order; incorporating power
supply cost recovery factors in rates; filing revised power supply cost recovery plan;
reopening power supply and cost review; monthly statement of revenues; power supply
cost reconciliation; commission order; refunds or credits or additional charges to
customers; apportionment; interest; exemption; setting power supply cost recovery
factors in general rate case order.

Sec. 6j. (1) Asused in this act:

(a) “Power supply cost recovery clause” means a clause in the electric rates or rate schedule of a utility
which permits the monthly adjustment of rates for power supply to allow the utility to recover the booked
costs, including transportation costs, reclamation costs, and disposal and reprocessing costs, of fuel burned by
the utility for electric generation and the booked costs of purchased and net interchanged power transactions
by the utility incurred under reasonable and prudent policies and practices.

(b) “Power supply cost recovery factor” means that element of the rates to be charged for electric serviceto
reflect power supply costs incurred by an electric utility and made pursuant to a power supply cost recovery
clause incorporated in the rates or rate schedule of an electric utility.

(2) Pursuant to its authority under this act, the public service commission may incorporate a power supply
cost recovery clause in the electric rates or rate schedule of a utility, but is not required to do so. Any order
incorporating a power supply cost recovery clause shall be as a result of a hearing solely on the question of
the inclusion of the clause in the rates or rate schedule, which hearing shall be conducted as a contested case
pursuant to chapter 4 of the administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969,
being sections 24.271 to 24.287 of the Michigan Compiled Laws, or, pursuant to subsection (18), as a result
of a general rate case. Any order incorporating a power supply cost recovery clause shal replace and rescind
any previous fuel cost adjustment clause or purchased and net interchanged power adjustment clause
incorporated in the electric rates of the utility upon the effective date of the first power supply cost recovery
factor authorized for the utility under its power supply cost recovery clause.

(3) In order to implement the power supply cost recovery clause established pursuant to subsection (2), a
utility annually shall file, pursuant to procedures established by the commission, if any, a complete power
supply cost recovery plan describing the expected sources of electric power supply and changes in the cost of
power supply anticipated over a future 12-month period specified by the commission and requesting for each
of those 12 months a specific power supply cost recovery factor. The plan shall be filed not less than 3 months
before the beginning of the 12-month period covered by the plan. The plan shall describe al major contracts
and power supply arrangements entered into by the utility for providing power supply during the specified
12-month period. The description of the major contracts and arrangements shall include the price of fuel, the
duration of the contract or arrangement, and an explanation or description of any other term or provision as
required by the commission. The plan shall also include the utility's evaluation of the reasonableness and
prudence of its decisions to provide power supply in the manner described in the plan, in light of its existing
sources of electrical generation, and an explanation of the actions taken by the utility to minimize the cost of
fuel to the utility.

(4) In order to implement the power supply cost recovery clause established pursuant to subsection (2), a
utility shall file, contemporaneously with the power supply cost recovery plan required by subsection (3), a
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5-year forecast of the power supply requirements of its customers, its anticipated sources of supply, and
projections of power supply costs, in light of its existing sources of electrical generation and sources of
electrical generation under construction. The forecast shall include a description of al relevant major
contracts and power supply arrangements entered into or contemplated by the utility, and such other
information as the commission may require.

(5) If autility files a power supply cost recovery plan and a 5-year forecast as provided in subsections (3)
and (4), the commission shall conduct a proceeding, to be known as a power supply and cost review, for the
purpose of evaluating the reasonableness and prudence of the power supply cost recovery plan filed by a
utility pursuant to subsection (3), and establishing the power supply cost recovery factors to implement a
power supply cost recovery clause incorporated in the electric rates or rate schedule of the utility. The power
supply and cost review shall be conducted as a contested case pursuant to chapter 4 of the administrative
procedures act of 1969, Act No. 306 of the Public Acts of 1969.

(6) Initsfinal order in a power supply and cost review, the commission shall evaluate the reasonableness
and prudence of the decisions underlying the power supply cost recovery plan filed by the utility pursuant to
subsection (3), and shall approve, disapprove, or amend the power supply cost recovery plan accordingly. In
evaluating the decisions underlying the power supply cost recovery plan, the commission shall consider the
cost and availability of the electrical generation available to the utility; the cost of short-term firm purchases
available to the utility; the availability of interruptible service; the ability of the utility to reduce or to
eliminate any firm sales to out-of-state customers if the utility is not a multi-state utility whose firm sales are
subject to other regulatory authority; whether the utility has taken all appropriate actions to minimize the cost
of fuel; and other relevant factors. The commission shall approve, reject, or amend the 12 monthly power
supply cost recovery factors requested by the utility in its power supply cost recovery plan. The factors shall
not reflect items the commission could reasonably anticipate would be disallowed under subsection (13). The
factors ordered shall be described in fixed dollar amounts per unit of electricity, but may include specific
amounts contingent on future events.

(7) In its final order in a power supply and cost review, the commission shall evaluate the decisions
underlying the 5-year forecast filed by a utility pursuant to subsection (4). The commission may aso indicate
any cost items in the 5-year forecast that, on the basis of present evidence, the commission would be unlikely
to permit the utility to recover from its customers in rates, rate schedules, or power supply cost recovery
factors established in the future.

(8) The commission, on its own motion or the motion of any party, may make a finding and enter a
temporary order granting approval or partial approval of a power supply cost recovery plan in a power supply
and cost recovery review, after first having given naotice to the parties to the review, and after having afforded
to the parties to the review a reasonable opportunity for a full and complete hearing. A temporary order made
pursuant to this subsection shall be considered afinal order for purposes of judicia review.

(9) If the commission has made a final or temporary order in a power supply and cost review, the utility
may each month incorporate in its rates for the period covered by the order any amounts up to the power
supply cost recovery factors permitted in that order. If the commission has not made a final or temporary
order within 3 months of the submission of a complete power supply cost recovery plan, or by the beginning
of the period covered in the plan, whichever comes later, or if a temporary order has expired without being
extended or replaced, then pending an order which determines the power supply cost recovery factors, a
utility may each month adjust its rates to incorporate all or a part of the power supply cost recovery factors
requested in its plan. Any amounts collected under the power supply cost recovery factors before the
commission makes its final order shall be subject to prompt refund with interest to the extent that the total
amounts collected exceed the total amounts determined in the commission's final order to be reasonable and
prudent for the same period of time.

(10) Not less than 3 months before the beginning of the third quarter of the 12-month period, the utility
may file a revised power supply cost recovery plan which shall cover the remainder of the 12-month period.
Upon receipt of the revised power supply cost recovery plan, the commission shall reopen the power supply
and cost review. In addition, the commission may reopen the power supply and cost review on its own motion
or on the showing of good cause by any party if at least 6 months have elapsed since the utility submitted its
complete filing and if there are at least 60 days remaining in the 12-month period under consideration. A
reopened power supply and cost review shall be conducted as a contested case pursuant to chapter 4 of the
administrative procedures act of 1969, Act No. 306 of the Public Acts of 1969, and in accordance with
subsections (3), (6), (8), and (9).

(11) Not more than 45 days following the last day of each billing month in which a power supply cost
recovery factor has been applied to customers bills, the utility shal file with the commission a detailed
statement for that month of the revenues recorded pursuant to the power supply cost recovery factor and the
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allowance for cost of power supply included in the base rates established in the latest commission order for
the utility, and the cost of power supply. The detailed statement shall be in the manner and form prescribed by
the commission. The commission shall establish procedures for insuring that the detailed statement is
promptly verified and corrected if necessary.

(12) Not less than once ayear, and not |ater than 3 months after the end of the 12-month period covered by
a utility's power supply cost recovery plan, the commission shall commence a proceeding, to be known as a
power supply cost reconciliation, as a contested case pursuant to chapter 4 of the administrative procedures
act of 1969, Act No. 306 of the Public Acts of 1969. Reasonable discovery shall be permitted before and
during the reconciliation proceeding in order to assist parties and interested persons in obtaining evidence
concerning reconciliation issues including, but not limited to, the reasonableness and prudence of
expenditures and the amounts collected pursuant to the clause. At the power supply cost reconciliation the
commission shall reconcile the revenues recorded pursuant to the power supply cost recovery factors and the
allowance for cost of power supply included in the base rates established in the latest commission order for
the utility with the amounts actually expensed and included in the cost of power supply by the utility. The
commission shall consider any issue regarding the reasonableness and prudence of expenses for which
customers were charged if the issue was not considered adequately at a previously conducted power supply
and cost review.

(13) Inits order in a power supply cost reconciliation, the commission shall:

(a) Disalow cost increases resulting from changes in accounting or rate-making expense treatment not
previously approved by the commission. The commission may order the utility to pay a penalty not to exceed
25% of the amount improperly collected. Costs incurred by the utility for penalty payments shall not be
charged to customers.

(b) Disallow any capacity charges associated with power purchased for periods in excess of 6 months
unless the utility has obtained the prior approval of the commission. If the commission has approved capacity
charges in a contract with a qualifying facility, as defined by the federal energy regulatory commission
pursuant to the public utilities regulatory policies act of 1978, Public Law 95-617, 92 Stat. 3117, the
commission shall not disallow the capacity charges for the facility in the power supply cost reconciliation
unless the commission has ordered revised capacity charges upon reconsideration pursuant to this subsection.
A contract shall be valid and binding in accordance with its terms and capacity charges paid pursuant to such
a contract shall be recoverable costs of the utility for rate-making purposes notwithstanding that the order
approving such a contract is later vacated, modified, or otherwise held to be invalid in whole or in part if the
order approving the contract has not been stayed or suspended by a competent court within 30 days after the
date of the order, or within 30 days of the effective date of the 1987 amendatory act that added subsection
(19) if the order was issued after September 1, 1986, and before the effective date of the 1987 amendatory act
that added subsection (19). The scope and manner of the review of capacity charges for a qualifying facility
shall be determined by the commission. Except as to approvals for qualifying facilities granted by the
commission prior to June 1, 1987, proceedings before the commission seeking such approvals shall be
conducted as a contested case pursuant to chapter 4 of the administrative procedures act of 1969, Act No. 306
of the Public Acts of 1969. The commission, upon its own motion or upon application of any person, may
reconsider its approval of capacity chargesin a contested case hearing after passage of a period necessary for
financing the qualifying facility, provided that:

(i) The commission has first issued an order making a finding based on evidence presented in a contested
case that there has been a substantial change in circumstances since the commission'sinitial approval; and

(if) Such a commission finding shall be set forth in a commission order subject to immediate judicial
review.

The financing period for a qualifying facility during which previously approved capacity charges shall not
be subject to commission reconsideration shall be 17.5 years, beginning with the date of commercia
operation, for al qualifying facilities, except that the minimum financing period before reconsideration of the
previously approved capacity charges shall be for the duration of the financing for a qualifying facility which
produces electric energy by the use of biomass, waste, wood, hydroelectric, wind, and other renewable
resources, or any combination of renewable resources, as the primary energy source.

(c) Disallow net increased costs attributable to a generating plant outage of more than 90 days in duration
unless the utility demonstrates by clear and satisfactory evidence that the outage, or any part of the outage,
was not caused or prolonged by the utility's negligence or by unreasonable or imprudent management.

(d) Disallow transportation costs attributable to capital investments to develop a utility's capability to
transport fuel or relocate fuel at the utility's facilities and disallow unloading and handling expenses incurred
after receipt of fuel by the utility.

(e) Disallow the cost of fuel purchased from an affiliated company to the extent that such fuel is more
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costly than fuel of requisite quality available at or about the same time from other suppliers with whom it
would be comparably cost beneficial to deal.

(f) Disallow charges unreasonably or imprudently incurred for fuel not taken.

(g) Disallow additional costs resulting from unreasonably or imprudently renegotiated fuel contracts.

(h) Disallow penalty charges unreasonably or imprudently incurred.

(i) Disallow demurrage charges.

(j) Disalow increases in charges for nuclear fuel disposal unless the utility has received the prior approval
of the commission.

(14) In its order in a power supply cost reconciliation, the commission shall require a utility to refund to
customers or credit to customers bills any net amount determined to have been recovered over the period
covered in excess of the amounts determined to have been actually expensed by the utility for power supply,
and to have been incurred through reasonable and prudent actions not precluded by the commission order in
the power supply and cost review. Such refunds or credits shall be apportioned among the customers of the
utility utilizing procedures that the commission determines to be reasonable. The commission may adopt
different procedures with respect to customers served under the various rate schedules of the utility and may,
in appropriate circumstances, order refunds or credits in proportion to the excess amounts actually collected
from each such customer during the period covered.

(15) In its order in a power supply cost reconciliation, the commission shall authorize a utility to recover
from customers any net amount by which the amount determined to have been recovered over the period
covered was less than the amount determined to have been actually expensed by the utility for power supply,
and to have been incurred through reasonable and prudent actions not precluded by the commission order in
the power supply and cost review. For excess costs incurred through management actions contrary to the
commission's power supply and cost review order, the commission shall authorize a utility to recover costs
incurred for power supply in the reconciliation period in excess of the amount recovered over the period only
if the utility demonstrates by clear and convincing evidence that the excess expenses were beyond the ability
of the utility to control through reasonable and prudent actions. For excess costs incurred through
management actions consistent with the commission's power supply and cost review order, the commission
shall authorize a utility to recover costs incurred for power supply in the reconciliation period in excess of the
amount recovered over the period only if the utility demonstrates that the level of such expenses resulted from
reasonable and prudent management actions. Such amounts in excess of the amounts actually recovered by
the utility for power supply shall be apportioned among and charged to the customers of the utility utilizing
procedures that the commission determines to be reasonable. The commission may adopt different procedures
with respect to customers served under the various rate schedules of the utility and may, in appropriate
circumstances, order charges to be made in proportion to the amounts which would have been paid by such
customers if the amounts in excess of the amounts actually recovered by the utility for cost of power supply
had been included in the power supply cost recovery factors with respect to such customers during the period
covered. Charges for such excess amounts shall be spread over a period that the commission determines to be
appropriate.

(16) If the commission orders refunds or credits pursuant to subsection (14), or additional charges to
customers pursuant to subsection (15), in its final order in a power supply cost reconciliation, the refunds,
credits, or additional charges shall include interest. In determining the interest included in arefund, credit, or
additional charge pursuant to this subsection, the commission shall consider, to the extent material and
practicable, the time at which the excess recoveries or insufficient recoveries, or both occurred. The
commission shall determine a rate of interest for excess recoveries, refunds, and credits equal to the greater of
the average short-term borrowing rate available to the utility during the appropriate period, or the authorized
rate of return on the common stock of the utility during that same period. Costs incurred by the utility for
refunds and interest on refunds shall not be charged to customers. The commission shall determine a rate of
interest for insufficient recoveries and additional charges egqual to the average short-term borrowing rate
available to the utility during the appropriate period.

(17) To avoid undue hardship or unduly burdensome or excessive cost, the commission may:

(a) Exempt an electric utility with fewer than 200,000 customers in the state of Michigan from 1 or more of
the procedural provisions of this section or may modify the filing requirements of this section.

(b) Exempt an energy utility organized as a cooperative corporation pursuant to sections 98 to 109 of Act
No. 327 of the Public Acts of 1931, being sections 450.98 to 450.109 of the Michigan Compiled Laws, from 1
or more of the provisions of this section.

(18) Notwithstanding any other provision of this act, the commission may, upon application by an electric
utility, set power supply cost recovery factors, in a manner otherwise consistent with this act, in an order
resulting from a general rate case. Within 120 days following the effective date of this section, for the purpose
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of setting power supply cost recovery factors, the commission shall permit an electric utility to reopen a
genera rate case in which a final order was issued within 120 days before or after the effective date of this
section or to amend an application or reopen the evidentiary record in a pending general rate case. If the
commission sets power supply cost recovery factorsin an order resulting from a general rate case:

(a) The power supply cost recovery factors shall cover a future period of 48 months or the number of
months which elapse until the commission orders new power supply cost recovery factors in a genera rate
case, whichever isthe shorter period.

(b) Annual reconciliation proceedings shall be conducted pursuant to subsection (12) and if an annua
reconciliation proceeding shows a recoverable amount pursuant to subsection (15), the commission shall
authorize the electric utility to defer the amount and to accumulate interest on the amount pursuant to
subsection (16), and in the next order resulting from a genera rate case authorize the utility to recover the
amount and interest from its customersin the manner provided in subsection (15).

(c) The power supply cost recovery factors shall not be subject to revision pursuant to subsection (10).

(19) Five years after the effective date of the amendatory act that added this subsection, and every 5 years
thereafter, the standing committees of the house and senate that deal with public utilities shall review the
amendatory act that added this subsection.

History: Add. 1982, Act 304, Imd. Eff. Oct. 13, 1982;00 Am. 1987, Act 81, Imd. Eff. June 29, 1987.

460.6k Initial power supply cost recovery plan; filing; alteration of rate schedule in
accordance with adjustment clause; charges in excess of base rate; revenues subject to
existing reconciliation proceedings; revenues resulting from certain adjustment clauses
subject to existing reconciliation proceedings; revenues subject to annual reconciliation;
procedures; lag correction provision; adjustment of rates pending approval or disapproval
of power supply cost recovery clause.

Sec. 6k. (1) This section shall govern theinitia filing and implementation of a power supply cost recovery
plan under section 6j(3).

(2) The initial power supply cost recovery plan may be for a period of less than 12 months and shall be
filed:

(a) By an electric utility subject to commission rate jurisdiction with at least 200,000 residential customers
in the state of Michigan, within 4 months after the effective date of this section.

(b) By all other electric utilities subject to commission rate jurisdiction, within 15 months after the
effective date of this section in accordance with the provisions of this act which the commission determinesto
be appropriate for the individual utility.

(3) Notwithstanding section 6a(3), until the expiration of 3 months plus the remainder of the then current
billing month following the last day on which a utility is required to file its first power supply cost recovery
plan pursuant to subsection (2) of this section, the utility may alter its rate schedule in accordance with an
existing fuel cost adjustment clause or purchased and net interchanged power adjustment clause. Thereafter,
the utility may make charges in excess of base rates for the cost of power supply pursuant only to subsections
(2) and (4) of this section. After the effective date of this section, any revenues resulting from an existing fuel
cost adjustment clause or purchased and net interchanged power adjustment clause and recorded for an annual
reconciliation period ending prior to January 1, 1983, by an electric utility shall be subject to the existing
reconciliation proceeding established by the commission for the utility. In this proceeding, the commission
shall consider the reasonableness and prudence of expenditures charged pursuant to an existing fuel cost
adjustment clause or purchased and net interchanged power adjustment clause after the effective date of this
section. On and after January 1, 1983, all fuel cost and purchased and net interchanged power revenues
received by an electric utility, whether included in base rates or collected pursuant to a fuel or purchased and
net interchanged power adjustment clause or a power supply cost recovery clause, shall be subject to annual
reconciliation with the cost of fuel and purchased and net interchanged power. Such annual reconciliations
shall be conducted in accordance with the reconciliation procedures described in section 6j(12) to (18),
including the provisions for refunds, additional charges, deferral and recovery, and shall include consideration
by the commission of the reasonableness and prudence of expenditures charged pursuant to any fuel or
purchased and net interchanged power adjustment clause in existence during the period being reconciled. If
the utility has a lag correction provision included in its existing adjustment clauses, the commission shall
allow any adjustment to rates attributable to such lag correction provision to be implemented for th