DETROIT PUBLIC LIGHTING DEPARTMENT

Renewable Energy Plan

MPSC Case No. U-16608

Introduction
This filing by the Detroit Public Lighting Department (Detroit PLD) complies with the MI Public Act 295 of 2008 (the Act), MCL 460.1001 et seq., and the related Michigan Public Service Commission (Commission) orders issued March 2, 2010 (Case No. U-15857) and February 22, 2011 (Case No. U-16608) related to the Commission’s 2-year review of Detroit PLD’s renewable Energy Plan (REP).

The Detroit PLD REP was initially approved by the Commission on July 1, 2009. MCL 460.1025(4) provides that every two years after the initial approval of the REP, the Commission shall review the REP, after a period of public comment provided by either the Commission or the municipal utility.

Under the Act, each electric provider’s plan must do the following:

A. Describe how the electric provider will meet the renewable portfolio standard (RPS);

B. Specify whether the number of megawatt-hours (MWhs) used in the calculation of the RPS requirement will be weather normalized or based on the average number of MWhs of electricity sold by the provider annually during the previous 3 years;

C. Provide expected incremental cost of compliance with the RPS requirement;

D. Describe the manner in which the provider will allocate costs.

This document and its attachments satisfy all of the requirements of MCL 460.1025 for the twenty year period running from 2009 to 2029.

A.
Description of renewable energy compliance plan
As stated in its original REP, Detroit PLD plans to acquire Renewable Energy Credits (RECs) from one or more of the following: a REC broker, a purchase contract with DTE Energy or another energy and REC provider, or through an existing or new generation source using a qualified renewable fuel or otherwise qualified renewable energy resource under the Act beginning in 2012.

B.
Specify whether the number of MWh’s used in the calculation of the RPS requirement will be weather normalized or based on the average number of MWh’s of electricity sold by the provider annually during the previous 3 years

Detroit PLD will calculate its renewable energy credit portfolio requirement based on the rolling 3 year average of MWh’s sold by Detroit PLD.

C. Expected incremental cost of compliance with the RPS requirement
Following the Filing Requirements and Instructions for Renewable Energy Plans for Municipally-Owned electric Utilities provided in Attachment C of the Commission Order to implement the Act. Detroit PLD has provided two data attachments that provide support for Detroit PLD’s renewable energy surcharge to cover the expected incremental cost of compliance with the RPS.  These data sheets show Detroit PLD’s forecasted retail sales, number of required RECs, and the anticipated cost of required RECs through the year 2029.

As shown in Attachment A, the incremental cost of full compliance with the 10 percent RPS requirement established in the Act will exceed the maximum established under Section 45(2) starting in the year 2015.  Detroit PLD will experience a shortfall of $13.4 million after twenty (20) years if Detroit PLD purchased enough RECs at the anticipated price to meet its 10 percent RPS compliance mandate under the Act.

Section 45 of the Act states that an electric provider “shall not comply with the renewable energy standards to the extent that, as determined by the commission, recovery of the incremental cost of compliance will have a retail rate impact that exceeds any of the following: a) $3.00 per month per residential meter, b) $16.58 per month per commercial secondary meter, or c) $187.50 per month per commercial primary or industrial meter.”  As permitted by this section, and shown in Attachment B, Detroit PLD proposes at this time to meet 35 percent of its RPS requirement and limit the surcharge to the maximum permitted by Section 45 of the Act.

Detroit PLD plans to complete its request for proposals (RFP) process for acquiring RECs for the 2012 and 2013 compliance years in July 2011. Until that time, the actual cost of RECs is unknown.  Therefore, Detroit PLD’s proposed level of compliance with the 10 percent RPS is subject to amendment, as provided for in the Act.  The forecasted price of $33.00 per MWH for RECs in this REP is based on Detroit PLD’s analysis of REC prices in other states, regional market data, and prices included in DTE Energy’s filed Renewable Energy Plan.  These forecasted prices will be updated as required under the Act.
Detroit PLD began collecting the anticipated necessary surcharge amounts from its customers after the City Council approved PLD’s rate book adjustments in 2010, but not before 90 days after the Commission approved Detroit PLD’s original REP as required under the Act.  Detroit PLD began collecting the surcharge amounts to accumulate enough funds to pay for the REC purchases required for Detroit PLD to meet its RPS compliance obligations.  All excess funds will be rolled-over into the following year for on-going REC purchases and RPS compliance activities.  The actual incremental costs are levelized pursuant to Section 45(4) of the Act and are now detailed on customer’s bills.

D. Cost Allocation
The Detroit PLD intends to continue to allocate costs on a per meter, per month basis.

E. Comment Proceedings
The Detroit PLD provided an opportunity for public comment on its draft amended REP, beginning June 1, 2011.  Detroit PLD notified all of its electric customers of the draft amended REP by direct mailing, and a notice was placed in the local media.  The draft amended REP was also posted on the City of Detroit’s website.  Detroit PLD accepted public comments on its draft amended REP until June 15, 2011.

All public comments were compiled by Detroit PLD and incorporated into this amended REP application.
