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STATE OF MICHIGAN

Journal of the Senate

94th Legislature
REGULAR SESSION OF 2008

Senate Chamber, Lansing, Thursday, September 18, 2008.

10:00 a.m.

The Senate was called to order by the President, Lieutenant Governor John D. Cherry, Jr.

The roll was called by the Secretary of the Senate, who announced that a quorum was present.

Allen—present
Anderson—present
Barcia—present
Basham—present
Birkholz—present
Bishop—present
Brater—present
Brown—present
Cassis—present
Cherry—present
Clark-Coleman—present
Clarke—present
Cropsey—present

Garcia—excused
George—present
Gilbert—present
Gleason—present
Hardiman—present
Hunter—present
Jacobs—present
Jansen—present
Jelinek—present
Kahn—present
Kuipers—present
McManus—present
Olshove—present

Pappageorge—present
Patterson—present
Prusi—present
Richardville—present
Sanborn—present
Schauer—present
Scott—present
Stamas—present
Switalski—present
Thomas—present

Van Woerkom—present
Whitmer—present
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Pastor John Piipo of Redeemer Fellowship Church of Monroe offered the following invocation:

God, I thank You so much for this day that You have made, and this is an important day. God, will You fill this day
with Your presence, wisdom, and glory.

I thank You for these leaders, God. I lift them up before You now, and I ask that You would anoint them with integrity
and with compassion for the people they serve. God, give them hearts for the people they serve. Remind them that they
are servants and that is a very high calling. I lift them up and ask You to bless their marriages and their families. God,
let their marriages and families be testimonies to what You are doing, and so give them greater integrity and trust in the
eyes of the people.

God, I ask that You would allow them to see sub specie aeternitatis; that is, “from the perspective of heaven.” With all
the issues and problems that they deal with today, this day, would You give them wisdom from above. Would You give
them diacritical ability, an ability to discern and understand solutions that maybe with their own human abilities they
would not be able. Give them creativity that comes from on high, and pour out Your wisdom upon them in such a way
today that this day—this day that You have made—would be a turning point. Let this day be a watershed day. Let this
day be a day that is filled with wisdom from You.

I bless each one here today with wisdom and breakthrough. God, let this be a breakthrough day for these leaders and
for our state. Let this be a day of clarity. Let things just come together like pieces in a puzzle. Grant that today, God. Let
them be blessed with confidence today and even joy in the tasks that they are doing.

Father, finally, provide them with humility. Let their hearts be fertile grounds, good soil to plant Your seeds in. If there
is any pride in their hearts today, God, just remove it. Create humble hearts in our midst. We know that Your grace falls
upon the humble.

I bless them with these things, and I ask it in Your name. Amen.

The President, Lieutenant Governor Cherry, led the members of the Senate in recital of the Pledge of Allegiance.

Motions and Communications

Senator Brown asked and was granted unanimous consent to make a statement and moved that the statement be printed
in the Journal.

The motion prevailed.

Senator Brown’s statement is as follows:

I would like the members to be aware that the family of Staff Sergeant Kristopher Dan Rodgers is with us today in the
east Gallery including: our good soldier’s wife Selina Rodgers, his son Kaden Rodgers, Kristopher’s grandmother Vivian
Smith, Kristopher’s uncle Jim Smith, friend of the family Kathlyn Pushel, also accompanied by Sergeant First Class
Vincent E. Williams.

President Ronald Reagan once said, “Above all, we must realize that no arsenal, or no weapon in the arsenals of the
world, is so formidable as the will and moral courage of free men and women. Missiles in the arsenals of war will pass
away, but the courage and sacrifice of brave men and women will light a glow that will burn forever in the hearts of all
who love freedom and liberty.”

And it is in this spirit that we offer this Special Tribute in memory of Staff Sergeant Kristopher Dan Rodgers from the
people of Michigan.

“LET IT BE KNOWN, That on behalf of the citizens of Michigan, we pay tribute to the ultimate sacrifice made by
Staff Sergeant Kristopher Dan Rodgers who, by willing service to his country in protecting its citizens, was killed in the
Korengal Valley in Afghanistan on August 16, 2008, while serving his country in the United States Army. He was assigned
to the Ist Battalion, 26th Infantry Regiment, 3rd Brigade Combat Team, 1st Infantry Division based at Fort Hood, Texas.

The son of the late Danny Rodgers and Kathryn Wiard and stepson of Dennis Wiard of Howe, Indiana, Kristopher D.
Rodgers was born on December 29, 1978, in LaGrange, Indiana. Kristopher resided in Howe, Indiana, most of his life
and graduated from Lakeland High School in LaGrange, Indiana, with the class of 1998. On October 2, 1999, he married
Selina Schroeder in Three Rivers, Michigan. Although he had many interests and hobbies, including a passion for football
and hockey, his number one love in life was his family, wife Selina Rodgers and three-and-a-half-year-old son, Kaden
Rodgers. He is also survived by his mother, Kathryn and her husband Dennis Wiard; stepsister, Rachel Wiard; stepbrother,
Joshua Wiard; grandmothers, Vivian Smith and Rose Hinkleman; mother-in-law, Cheryl Evans; father-in-law, Douglas
Schroeder; sisters-in-law and many extended family members.

In the course of our history as a nation, there have been countless men and women in our armed forces who have gone
into battle placing their lives in peril. All are respected for their bravery, but our hearts turn especially to those who found
themselves in harm’s way and who did not return to the loving embrace of family and friends. To those brave guardians
of liberty, we stand and salute their gallantry and their selfless devotion to the United States, to the rule of law, and to
freedom and liberty. Their ultimate act of heroism demonstrated in the sacrifice of their lives will forever be cherished



No. 77] [September 18, 2008] JOURNAL OF THE SENATE 1907

by a grateful nation. Our prayers go out to the Rodgers family who mourn the loss of a loving husband and father,
dedicated son and grandson, a loyal brother, and a brave American soldier.

‘Greater love has no one than this, that he lay down his life for his friends (John 15:13, NIV).

IN SPECIAL TRIBUTE, Therefore, This document is signed and dedicated as a memorial for Kristopher D. Rodgers.
May his family know of our esteem and our deepest sympathy for their profound loss.”

It is signed by myself, as the State Senator for the 16th Senate District; Representative Rick Shaffer of the 59th District;
by the Honorable Fred Upton, Congressman; and, lastly, by the Honorable Jennifer M. Granholm, Governor of the state
of Michigan.

A moment of silence was observed in memory of Army Staff Sergeant Kristopher Dan Rodgers.
Senators Hunter, Cassis and Barcia entered the Senate Chamber.

Senator Cropsey moved that Senator Garcia be excused from today’s session.
The motion prevailed.

Recess

Senator Cropsey moved that the Senate recess subject to the call of the Chair.
The motion prevailed, the time being 10:14 a.m.
11:48 a.m.

The Senate was called to order by the President pro tempore, Senator Richardville.

Senator Cropsey moved that the rules be suspended and that the following bill, now on Committee Reports, be placed
on the General Orders calendar for consideration today:

Senate Bill No. 1111

The motion prevailed, a majority of the members serving voting therefor.

The Secretary announced that the following House bills were received in the Senate and filed on Wednesday, September 17:
House Bill Nos. 6249 6250 6251 6252 6253 6254 6255 6256 6261 6388

The Secretary announced that the following House bill was received in the Senate and filed on Thursday, September 18:
House Bill No. 6403

The Secretary announced that the following official bills were printed on Wednesday, September 17, and are available
at the legislative website:
Senate Bill Nos. 1492 1493 1494 1495 1496 1497 1498 1499 1500 1501 1502 1503 1504 1505
1506 1507
House Bill No. 6457

By unanimous consent the Senate proceeded to the order of
Resolutions

Senator Cropsey moved that consideration of the following resolutions be postponed for today:
Senate Concurrent Resolution No. 22

Senate Resolution No. 181

Senate Resolution No. 200

The motion prevailed.

House Concurrent Resolution No. 96.

A concurrent resolution to urge the Director of the Michigan Department of Natural Resources and the Natural Resources
Commission to lift the ban on deer baiting in the Lower Peninsula and to take certain actions to protect the health of the
state’s deer herd.
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Whereas, The state of Michigan adopted the Michigan Surveillance and Response Plan for Chronic Wasting Disease
in 2002. The plan calls for an immediate ban on baiting and supplemental feeding of cervids in a peninsula of this state
in which chronic wasting disease (CWD) is found; and

Whereas, In August 2008, chronic wasting disease was confirmed in a three-year old privately owned white tail deer
at a captive cervid ranch in Kent County. Pursuant to the Michigan Surveillance and Response Plan for Chronic Wasting
Disease, the Director of the Michigan Department of Natural Resources immediately issued an interim order banning the
baiting and feeding of deer in Michigan’s Lower Peninsula; and

Whereas, It is now known that all of the other deer at the Kent County ranch have tested negative for chronic wasting
disease. The epidemiology investigation of the infected deer has not shown the presence of chronic wasting disease at
related captive cervid operations, and chronic wasting disease has not been shown to be present in Michigan’s free ranging
deer population; and

Whereas, Broad baiting bans have not been shown to be an effective means to control chronic wasting disease, leading
states such as Wisconsin to not implement broad baiting bans to stop the spread of the disease; and

Whereas, A broad ban on baiting in Michigan’s Lower Peninsula is anticipated to result in lowered participation in the
2008 archery and firearms deer seasons, resulting in a decreased rate of harvest; and

Whereas, Many of the deer management units in Michigan, particularly in the southern Lower Peninsula, are already
over-populated; and

Whereas, A decreased rate of harvest would result in greater deer density in the wild deer population and an increased
rate of motorized vehicle collisions with deer with the potential for the loss of human life; and

Whereas, A ban on baiting throughout the entire Lower Peninsula for 2008 would result in millions of dollars of economic
cost to farmers and retailers and would result in a wide ranging loss of employment and the ruin of some small markets,
stores, and farms; now, therefore, be it

Resolved by the House of Representatives (the Senate concurring), That we urge the Director of the Michigan Department
of Natural Resources to lift the ban on the baiting of deer in Michigan’s entire Lower Peninsula without delay and to
apply a ban on the baiting of deer to the Kent County CWD surveillance zone, those areas in close proximity to the zone
as is deemed reasonable to control the spread of chronic wasting disease in central west Michigan, and those areas in
which baiting is currently banned as part of the effort to control the spread of bovine tuberculosis; and be it further

Resolved, That we request the Michigan Natural Resources Commission to conduct public hearings on the baiting of
deer and elk in Michigan and to use sound scientific management to issue rules regarding baiting, taking into account the
management, economic, and social impact of baiting and its effects on the health of the state’s deer herd; and be it further

Resolved, That copies of this resolution be transmitted to the Governor of Michigan, the Director of the Michigan
Department of Natural Resources, and the Michigan Natural Resources Commission.

The House of Representatives has adopted the concurrent resolution.

Pending the order that, under rule 3.204, the concurrent resolution be referred to the Committee on Government Operations
and Reform,

Senator Cropsey moved that the rule be suspended.

The motion prevailed, a majority of the members serving voting therefor.

The question being on the adoption of the concurrent resolution,

Senator Cropsey moved that the concurrent resolution be referred to the Committee on Hunting, Fishing and Outdoor
Recreation.

The motion prevailed.

Senators Barcia and Kahn were named co-sponsors of the concurrent resolution.

By unanimous consent the Senate returned to the order of
General Orders

Senator Cropsey moved that the Senate resolve itself into the Committee of the Whole for consideration of the General
Orders calendar.

The motion prevailed, and the President pro tempore, Senator Richardville, designated Senator Clarke as Chairperson.

After some time spent therein, the Committee arose; and, the President pro tempore, Senator Richardville having resumed
the Chair, the Committee reported back to the Senate, favorably and without amendment, the following bills:

House Bill No. 4468, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 601b (MCL 257.601b), as
amended by 2003 PA 314.

House Bill No. 4469, entitled
A bill to amend 1927 PA 175, entitled “The code of criminal procedure,” by amending section 12e of chapter XVII
(MCL 777.12e), as amended by 2004 PA 26.
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House Bill No. 5351, entitled
A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” (MCL 257.1 to 257.923) by adding section 611a.
The bills were placed on the order of Third Reading of Bills.

The Committee of the Whole reported back to the Senate, favorably and with a substitute therefor, the following bill:

Senate Bill No. 493, entitled

A bill to amend 1978 PA 368, entitled “Public health code,” (MCL 333.1101 to 333.25211) by adding section 16342
and part 176.

Substitute (S-2).

The Senate agreed to the substitute recommended by the Committee of the Whole, and the bill as substituted was
placed on the order of Third Reading of Bills.

The Committee of the Whole reported back to the Senate, favorably and with amendment, the following bill:

Senate Bill No. 1366, entitled

A bill to amend 1978 PA 368, entitled “Public health code,” by amending section 7333 (MCL 333.7333), as amended
by 2006 PA 451.

The following is the amendment recommended by the Committee of the Whole:

1. Amend page 11, following line 13, by inserting:

“Enacting section 1. This amendatory act does not take effect unless Senate Bill No. 956 of the 94th Legislature is

enacted into law.”.

The Senate agreed to the amendment recommended by the Committee of the Whole, and the bill as amended was
placed on the order of Third Reading of Bills.

The Committee of the Whole reported back to the Senate, favorably and with a substitute therefor, the following bill:

Senate Bill No. 1111, entitled

A bill to make, supplement, and adjust appropriations for various state departments and agencies for the fiscal year
ending September 30, 2009; and to provide for the expenditure of the appropriations.

Substitute (S-4).

The Senate agreed to the substitute recommended by the Committee of the Whole, and the bill as substituted was
placed on the order of Third Reading of Bills.

By unanimous consent the Senate returned to the order of
Third Reading of Bills

Senator Cropsey moved that Senator Patterson be excused from the balance of today’s session.
The motion prevailed.

Senator Cropsey moved that the rules be suspended and that the following bill, now on the order of Third Reading of
Bills, be placed on its immediate passage:

Senate Bill No. 1111

The motion prevailed, a majority of the members serving voting therefor.

Senator Cropsey moved that the following bills be placed at the head of the Third Reading of Bills calendar:
Senate Bill No. 1111
House Bill No. 5834
Senate Bill No. 1398
Senate Bill No. 1464
Senate Bill No. 1465
The motion prevailed.

The following bill was read a third time:

Senate Bill No. 1111, entitled

A bill to make, supplement, and adjust appropriations for various state departments and agencies for the fiscal year
ending September 30, 2008; and to provide for the expenditure of the appropriations.

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:
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Roll Call No. 549 Yeas—30
Allen Cherry Kahn Schauer
Anderson Clark-Coleman Kuipers Scott
Barcia Clarke McManus Stamas
Basham Cropsey Olshove Switalski
Birkholz Gleason Pappageorge Thomas
Bishop Hunter Prusi Van Woerkom
Brater Jacobs Richardville Whitmer
Brown Jelinek

Nays—6
Cassis Gilbert Jansen Sanborn
George Hardiman

Excused—2

Garcia Patterson

Not Voting—0

In The Chair: Richardville

The Senate agreed to the title of the bill.

Protests

Senators George and Cassis, under their constitutional right of protest (Art. 4, Sec. 18), protested against the passage
of Senate Bill No. 1111 and moved that the statements they made during the discussion of the bill be printed as their
reasons for voting “no.”

The motion prevailed.

Senator George’s statement is as follows:

There is one provision in the supplemental budget bill that troubles me, and for that reason, I am going to be voting
“no” on the bill. It is the provision that awards a special grant to one of our cultural institutions, and I mention this
because as chair of the History, Arts, and Libraries Subcommittee, I have worked hard with my subcommittee colleagues
to make sure that the process is fair and competitive.

There are hundreds of arts groups that apply for funding every year. The department recently released the recipients
for the coming year and I think there are about 250. They come from all over the state, and most of them are struggling.
To take a large chunk of money and to award it to a single cultural institution and bypass the normal process, I think,
undermines what the Michigan Council for Arts and Cultural Affairs has attempted to do—that is, to have a fair and
juried process.

There are arts organizations all around the state; the list is available from the History, Arts, and Libraries Department.
There are over fifty-one, for example, in Wayne County. They are sharing a total of about $8 million this year, and that
is down from about $30 million several years ago. Now to take $4.5 million and pick one winner, one institution, and
bypass the process, I think, is patently unfair to all the others. By doing this, this one group avoids the application fee,
the oversight, the reporting mechanism, and they have avoided the competitive process. It sends a bad message to the
groups that are following the legitimate pathway and are patiently waiting in line for their funding. For this reason, I will
be voting “no” on this measure.
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Senator Cassis’ statement is as follows:

First and foremost, there are some good and some not so good features of this supplemental, in my opinion. Some of
the good things include implementation of the Great Lakes water compact and the implementation of the Real ID
situation, but others in here really concern me because I think they are earmarks. I think that every time the General Fund
is inflated due to earmarks, we are spending too much. Some of these earmarks are adding almost $500,000 for new
Michigan State Police post in Hart and providing $415,000 for five hunting ranches struck by pseudorabies in pigs.
Unfortunately, I guess these are pigs without any lipstick. That is my attempt to be funny, I don’t know. That is the first
time I got a laugh out of this body, and I am glad to see that.

In any event, while I have supported the Detroit Zoo, I feel that another expenditure from the General Fund is just more
than our state at this point can comfortably handle. These are the reasons why at this time I feel it necessary to vote “no.”

The following bill was read a third time:

House Bill No. 5834, entitled

A bill to amend 1978 PA 368, entitled “Public health code,” by amending section 20161 (MCL 333.20161), as amended
by 2007 PA 85.

The question being on the passage of the bill,

Senators Jelinek and Kahn offered the following substitute:

Substitute (S-4).

The substitute was adopted, a majority of the members serving voting therefor.

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 550 Yeas—36
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Cropsey Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Thomas
Brown Hardiman Pappageorge Van Woerkom
Cassis Hunter Prusi Whitmer

Nays—0

Excused—2

Garcia Patterson

Not Voting—0

In The Chair: Richardville

The question being on concurring in the committee recommendation to give the bill immediate effect,

The recommendation was concurred in, 2/3 of the members serving voting therefor.

Senator Jelinek offered to amend the title to read as follows:

A bill to amend 1978 PA 368, entitled “An act to protect and promote the public health; to codify, revise, consolidate,
classify, and add to the laws relating to public health; to provide for the prevention and control of diseases and disabilities;
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to provide for the classification, administration, regulation, financing, and maintenance of personal, environmental, and
other health services and activities; to create or continue, and prescribe the powers and duties of, departments, boards,
commissions, councils, committees, task forces, and other agencies; to prescribe the powers and duties of governmental
entities and officials; to regulate occupations, facilities, and agencies affecting the public health; to regulate health
maintenance organizations and certain third party administrators and insurers; to provide for the imposition of a regulatory
fee; to provide for the levy of taxes against certain health facilities or agencies; to promote the efficient and economical
delivery of health care services, to provide for the appropriate utilization of health care facilities and services, and to
provide for the closure of hospitals or consolidation of hospitals or services; to provide for the collection and use of data
and information; to provide for the transfer of property; to provide certain immunity from liability; to regulate and
prohibit the sale and offering for sale of drug paraphernalia under certain circumstances; to provide for the implementation
of federal law; to provide for penalties and remedies; to provide for sanctions for violations of this act and local
ordinances; to provide for an appropriation and supplements; to repeal certain acts and parts of acts; to repeal certain
parts of this act; and to repeal certain parts of this act on specific dates,” by amending section 20161 (MCL 333.20161),
as amended by 2008 PA 173; and to repeal acts and parts of acts.

The amendment to the title was adopted.

The Senate agreed to the title as amended.

The following bill was read a third time:

Senate Bill No. 1398, entitled

A bill to amend 1933 PA 167, entitled “General sales tax act,” by amending section 25 (MCL 205.75), as amended by
2007 PA 69.

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 551 Yeas—27
Allen Cassis Hardiman Pappageorge
Barcia Cherry Jacobs Sanborn
Basham Clark-Coleman Jansen Scott
Birkholz Cropsey Jelinek Stamas
Bishop George Kuipers Switalski
Brater Gilbert McManus Van Woerkom
Brown Gleason Olshove

Nays—9
Anderson Kahn Richardville Thomas
Clarke Prusi Schauer Whitmer
Hunter

Excused—2

Garcia Patterson

Not Voting—0

In The Chair: Richardville

The Senate agreed to the title of the bill.
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The following bill was read a third time:

Senate Bill No. 1464, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 809 (MCL 257.809), as amended
by 2007 PA 71.

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 552 Yeas—28

Allen Cassis Hardiman Olshove

Barcia Cherry Hunter Pappageorge

Basham Clark-Coleman Jacobs Sanborn

Birkholz Cropsey Jansen Scott

Bishop George Jelinek Stamas

Brater Gilbert Kuipers Switalski

Brown Gleason McManus Van Woerkom
Nays—8

Anderson Kahn Richardville Thomas

Clarke Prusi Schauer Whitmer

Excused—2
Garcia Patterson

Not Voting—0

In The Chair: Richardville

The Senate agreed to the title of the bill.

The following bill was read a third time:

Senate Bill No. 1465, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 806 (MCL 257.806), as amended
by 2007 PA 70.

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:

Roll Call No. 553 Yeas—28

Allen Cassis Hardiman Olshove
Barcia Cherry Hunter Pappageorge
Basham Clark-Coleman Jacobs Sanborn
Birkholz Cropsey Jansen Scott
Bishop George Jelinek Stamas
Brater Gilbert Kuipers Switalski

Brown Gleason McManus Van Woerkom
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Nays—38

Anderson Kahn Richardville Thomas
Clarke Prusi Schauer Whitmer

Excused—2

Garcia Patterson

Not Voting—0

In The Chair: Richardville

The Senate agreed to the title of the bill.

By unanimous consent the Senate returned to the order of
Messages from the House

Senator Cropsey moved that consideration of the following bills be postponed for today:
Senate Bill No. 53

House Bill No. 4120

House Bill No. 4507

Senate Bill No. 868

Senate Bill No. 239

Senate Bill No. 1038

The motion prevailed.

Senate Bill No. 1263, entitled

A bill to amend 1978 PA 472, entitled “An act to regulate political activity; to regulate lobbyists, lobbyist agents, and
lobbying activities; to require registration of lobbyists and lobbyist agents; to require the filing of reports; to prescribe
the powers and duties of the department of state; to prescribe penalties; and to repeal certain acts and parts of acts,” by
amending section 4 (MCL 4.414) and by adding section 19.

(For text of amendment, see Senate Journal No. 76, p. 1893.)

The question being on concurring in the amendment made to the bill by the House,

The amendment was concurred in, a majority of the members serving voting therefor, as follows:

Roll Call No. 554 Yeas—36

Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Cropsey Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Thomas
Brown Hardiman Pappageorge Van Woerkom
Cassis Hunter Prusi Whitmer

Nays—0
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Excused—2

Garcia Patterson

Not Voting—0

In The Chair: Richardville

The question being on concurring in the committee recommendation to give the bill immediate effect,
The recommendation was concurred in, 2/3 of the members serving voting therefor.
The bill was referred to the Secretary for enrollment printing and presentation to the Governor.

House Bill No. 4001, entitled

A bill to regulate and to require certain reports to be filed that document contributions for purposes of defending an
elected official in a criminal, civil, or administrative action; to regulate contributions made for purposes of defending an
elected official in a criminal, civil, or administrative action; to prescribe certain powers and duties of the secretary of state
as to legal defense funds; and to prescribe criminal penalties and civil sanctions.

(For text of amendments, see Senate Journal No. 76, p. 1893.)

The question being on concurring in the House amendments made to the Senate substitute,

The amendments were concurred in, a majority of the members serving voting therefor, as follows:

Roll Call No. 555 Yeas—35
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Cropsey Kahn Stamas
Birkholz George Kuipers Switalski
Bishop Gilbert McManus Thomas
Brater Gleason Olshove Van Woerkom
Brown Hardiman Pappageorge Whitmer
Cassis Hunter Prusi

Nays—0

Excused—2

Garcia Patterson

Not Voting—1

Scott

In The Chair: Richardville
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By unanimous consent the Senate returned to the order of
General Orders

Senator Cropsey moved that the Senate resolve itself into the Committee of the Whole for consideration of the General
Orders calendar.

The motion prevailed, and the President pro tempore, Senator Richardville, designated Senator Clarke as Chairperson.

After some time spent therein, the Committee arose; and, the Assistant President pro tempore, Senator Sanborn, having
assumed the Chair, the Committee reported back to the Senate, favorably and with a substitute therefor, the following bill:

Senate Bill No. 1066, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending sections 320a and 743 (MCL 257.320a
and 257.743), section 320a as amended by 2004 PA 495 and section 743 as amended by 2006 PA 298, and by adding
section 320d.

Substitute (S-4).

The Senate agreed to the substitute recommended by the Committee of the Whole, and the bill as substituted was
placed on the order of Third Reading of Bills.

By unanimous consent the Senate returned to the order of
Third Reading of Bills

Senator Cropsey moved that the rules be suspended and that the following bill, now on the order of Third Reading of
Bills, be placed on its immediate passage at the head of the Third Reading of Bills calendar:

Senate Bill No. 1066

The motion prevailed, a majority of the members serving voting therefor.

The following bill was read a third time:

Senate Bill No. 1066, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” (MCL 257.1 to 257.923) by adding sections 3a and
320d.

The question being on the passage of the bill,

Senator Scott offered the following amendment:

1. Amend page 4, following line 18, by inserting:

“(8) AN INDIVIDUAL MAY OBTAIN FUNDING TO PAY THE FEES DESCRIBED IN SUBSECTIONS (9)
AND (10) IF HE OR SHE MEETS ALL OF THE FOLLOWING REQUIREMENTS:

(A) UPON APPLICATION, DEMONSTRATES TO THE DEPARTMENT OF TREASURY BY MEANS
DETERMINED BY THE DEPARTMENT OF TREASURY THAT HIS OR HER ANNUAL INCOME IS NOT
MORE THAN THE FEDERAL POVERTY GUIDELINES PUBLISHED ANNUALLY IN THE FEDERAL
REGISTER BY THE UNITED STATES DEPARTMENT OF HEALTH AND HUMAN SERVICES UNDER ITS
AUTHORITY TO REVISE THE POVERTY LINE UNDER 42 USC 9902.

(B) OBTAINS 2 VOUCHERS FROM THE DEPARTMENT OF TREASURY REFLECTING THAT HE OR SHE
HAS SATISFIED THE REQUIREMENT IN SUBDIVISION (A).

(C) GIVES A VOUCHER DESCRIBED IN SUBDIVISION (B) TO EACH OF THE FOLLOWING:

() THE PROVIDER OF A BASIC DRIVER IMPROVEMENT COURSE AS PAYMENT OF THE PARTICIPATION
FEE DESCRIBED IN SUBSECTION (9).

(@) THE SECRETARY OF STATE AS PAYMENT OF THE CERTIFICATE FEE DESCRIBED IN SUBSECTION (10).

(9) THE SECRETARY OF STATE SHALL ACCEPT A VOUCHER TENDERED UNDER SUBSECTION (12)(C)
AS PAYMENT IN FULL FOR A CERTIFICATE.

(10) A PROVIDER OF A BASIC DRIVER IMPROVEMENT COURSE SHALL ACCEPT A VOUCHER
DESCRIBED IN SUBSECTION (12)(C) AS FULL PAYMENT OF THE FEE TO PARTICIPATE IN A BASIC
DRIVER IMPROVEMENT COURSE.

(11) THE DEPARTMENT OF TREASURY SHALL REDEEM EACH VOUCHER RECEIVED FROM A
PROVIDER OF A BASIC DRIVER IMPROVEMENT COURSE FOR THE COST OF THE COURSE AND MAY
TRANSFER MONEY FROM THE BASIC DRIVER IMPROVEMENT COURSE FUND CREATED UNDER
SUBSECTION (11) TO THE GENERAL FUND IN THE AMOUNT OF THE REDEMPTION.” and renumbering
the remaining subsections.

The amendment was not adopted, a majority of the members serving not voting therefor.

The question being on the passage of the bill,

The bill was passed, a majority of the members serving voting therefor, as follows:
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Roll Call No. 556 Yeas—27
Allen Cherry Jacobs Pappageorge
Barcia Cropsey Jansen Sanborn
Basham George Jelinek Schauer
Birkholz Gilbert Kahn Stamas
Bishop Gleason Kuipers Van Woerkom
Brown Hardiman McManus Whitmer
Cassis Hunter Olshove

Nays—9
Anderson Clarke Richardville Switalski
Brater Prusi Scott Thomas
Clark-Coleman

Excused—2

Garcia Patterson

Not Voting—0

In The Chair: Sanborn

The Senate agreed to the title of the bill.

By unanimous consent the Senate proceeded to the order of
Introduction and Referral of Bills

Senator Sanborn introduced

Senate Bill No. 1508, entitled

A bill to amend 1956 PA 218, entitled “The insurance code of 1956,” by amending section 4424 (MCL 500.4424), as
amended by 1998 PA 457.

The bill was read a first and second time by title and referred to the Committee on Economic Development and
Regulatory Reform.

Senators Clark-Coleman, Schauer, Scott, Anderson, Hunter, Thomas, Cherry, Olshove, Gleason, Clarke, Jacobs and
Basham introduced

Senate Bill No. 1509, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 732a (MCL 257.732a), as
amended by 2004 PA 52.

The bill was read a first and second time by title and referred to the Committee on Transportation.

Senators Barcia and Allen introduced

Senate Bill No. 1510, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending section 40114
(MCL 324.40114), as amended by 2008 PA 169.

The bill was read a first and second time by title and referred to the Committee on Hunting, Fishing and Outdoor
Recreation.



1918 JOURNAL OF THE SENATE [September 18, 2008] [No. 77

Senator Allen introduced

Senate Bill No. 1511, entitled

A bill to amend 1992 PA 147, entitled “Neighborhood enterprise zone act,” by amending sections 2 and 3 (MCL
207.772 and 207.773), section 2 as amended by 2008 PA 228 and section 3 as amended by 2008 PA 204.

The bill was read a first and second time by title and referred to the Committee on Commerce and Tourism.

Senator Allen introduced

Senate Bill No. 1512, entitled

A bill to amend 1986 PA 281, entitled “The local development financing act,” by amending sections 2, 12, and 12a
(MCL 125.2152, 125.2162, and 125.2162a), section 2 as amended by 2007 PA 200, section 12 as amended by 2000 PA 248,
and section 12a as amended by 2008 PA 105.

The bill was read a first and second time by title and referred to the Committee on Commerce and Tourism.

Senator Thomas introduced

Senate Bill No. 1513, entitled

A bill to amend 1998 PA 58, entitled “Michigan liquor control code of 1998,” by amending section 1025 (MCL
436.2025), as amended by 2008 PA 11.

The bill was read a first and second time by title and referred to the Committee on Economic Development and
Regulatory Reform.

Senator Thomas introduced

Senate Bill No. 1514, entitled

A bill to amend 1998 PA 58, entitled “Michigan liquor control code of 1998,” by amending sections 1021 and 1025
(MCL 436.2021 and 436.2025), section 1021 as amended by 2005 PA 21 and section 1025 as amended by 2008 PA 11.

The bill was read a first and second time by title and referred to the Committee on Economic Development and
Regulatory Reform.

Senator Sanborn introduced

Senate Bill No. 1515, entitled

A bill to amend 1980 PA 299, entitled “Occupational code,” by amending section 601 (MCL 339.601), as amended by
2007 PA 157, and by adding section 2006.

The bill was read a first and second time by title and referred to the Committee on Economic Development and
Regulatory Reform.

Senators Birkholz, Stamas and Richardville introduced

Senate Bill No. 1516, entitled

A bill to amend 1976 PA 451, entitled “The revised school code,” by amending sections 622 and 1223 (MCL 380.622
and 380.1223), section 622 as amended by 2001 PA 127 and section 1223 as amended by 1997 PA 47.

The bill was read a first and second time by title and referred to the Committee on Education.

Senators Stamas, Birkholz and Richardville introduced

Senate Bill No. 1517, entitled

A bill to amend 1943 PA 20, entitled “An act relative to the investment of funds of public corporations of the state;
and to validate certain investments,” by amending section 1 (MCL 129.91), as amended by 2006 PA 400.

The bill was read a first and second time by title and referred to the Committee on Local, Urban and State Affairs.

Senators Jansen and George introduced

Senate Bill No. 1518, entitled

A bill to amend 1975 PA 169, entitled “Charitable organizations and solicitations act,” by amending section 13 (MCL
400.283), as amended by 1992 PA 299.

The bill was read a first and second time by title and referred to the Committee on Economic Development and
Regulatory Reform.



No. 77] [September 18, 2008] JOURNAL OF THE SENATE 1919

Senators Cassis, George, Jansen and Gilbert introduced

Senate Bill No. 1519, entitled

A bill to amend 2007 PA 36, entitled “Michigan business tax act,” by amending sections 431, 431a, 431b, and 431c
(MCL 208.1431, 208.1431a, 208.1431b, and 208.1431c), section 431 as amended by 2008 PA 111, section 431a as added
by 2008 PA 92, section 431b as added by 2008 PA 109, and section 431c as added by 2008 PA 88.

The bill was read a first and second time by title and referred to the Committee on Finance.

Senators Schauer, Jacobs, Thomas, Gleason, Switalski and Prusi introduced

Senate Bill No. 1520, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending section 502
(MCL 324.502), as amended by 2004 PA 587.

The bill was read a first and second time by title and referred to the Committee on Natural Resources and Environmental
Affairs.

Senators Schauer, Jacobs, Thomas, Gleason, Switalski and Prusi introduced

Senate Bill No. 1521, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending section 502
(MCL 324.502), as amended by 2004 PA 587.

The bill was read a first and second time by title and referred to the Committee on Natural Resources and Environmental
Affairs.

Senators Schauer, Jacobs, Thomas, Gleason, Switalski and Prusi introduced

Senate Bill No. 1522, entitled

A bill to amend 1994 PA 451, entitled “Natural resources and environmental protection act,” by amending section 502
(MCL 324.502), as amended by 2004 PA 587.

The bill was read a first and second time by title and referred to the Committee on Natural Resources and Environmental
Affairs.

Senators Gilbert and Jansen introduced

Senate Bill No. 1523, entitled

A bill to amend 2007 PA 36, entitled “Michigan business tax act,” by amending section 433 (MCL 208.1433), as
amended by 2007 PA 215.

The bill was read a first and second time by title and referred to the Committee on Finance.

Senator Gilbert introduced

Senate Bill No. 1524, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 722 (MCL 257.722), as amended
by 2006 PA 658.

The bill was read a first and second time by title and referred to the Committee on Transportation.

Senator Gilbert introduced

Senate Bill No. 1525, entitled

A bill to amend 1949 PA 300, entitled “Michigan vehicle code,” by amending section 722 (MCL 257.722), as amended
by 2006 PA 658.

The bill was read a first and second time by title and referred to the Committee on Transportation.

Senators Jansen and Jelinek introduced

Senate Bill No. 1526, entitled

A bill to amend 1982 PA 204, entitled “Deaf persons’ interpreters act,” (MCL 393.501 to 393.509) by adding sec-
tion 8f.

The bill was read a first and second time by title and referred to the Committee on Appropriations.
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House Bill No. 5722, entitled

A bill to amend 1956 PA 218, entitled “The insurance code of 1956,” by amending sections 1001, 1005, 1007, 1010,
1015, 1017, and 1125 (MCL 500.1001, 500.1005, 500.1007, 500.1010, 500.1015, 500.1017, and 500.1125), sections 1001,
1005, 1007, 1010, 1015, and 1017 as added by 1992 PA 182 and section 1125 as amended by 2000 PA 283, and by adding
sections 1027, 1029, 1031, and 1033.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Banking and Financial Institutions.

House Bill No. 6365, entitled

A bill to amend 1976 PA 451, entitled “The revised school code,” by amending section 1274 (MCL 380.1274), as
amended by 2004 PA 588.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Education.

House Bill No. 6366, entitled

A Dbill to amend 1976 PA 451, entitled “The revised school code,” by amending section 623a (MCL 380.623a), as
amended by 2007 PA 45.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Education.

House Bill No. 6367, entitled

A bill to establish a program to designate, promote, and market certain food and agricultural products grown, processed,
and manufactured in this state; to provide for certain powers for certain state departments and agencies; to provide for
certain grants to certain persons; and to provide for the promulgation of rules.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Agriculture.

House Bill No. 6368, entitled

A bill to provide for the coordination and development of certain farm-to-school procurement processes and procedures;
to provide for procedures and recommendations for certain farm product producers to access school-related food
programs; to provide for certain powers and duties for the departments of education and agriculture; and to provide for
the dissemination of certain information to schools and farm product producers.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Agriculture.

Recess

Senator Cropsey moved that the Senate recess subject to the call of the Chair.
The motion prevailed, the time being 1:15 p.m.
2:01 p.m.

The Senate was called to order by the President, Lieutenant Governor Cherry.

By unanimous consent the Senate returned to the order of
Conference Reports

Senator Cropsey moved that joint rule 9 be suspended to permit immediate consideration of the conference report
relative to the following bill:

Senate Bill No. 213

The motion prevailed, a majority of the members serving voting therefor.
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Senator Birkholz submitted the following:
FIRST CONFERENCE REPORT

The Committee of Conference on the matters of difference between the two Houses concerning

Senate Bill No. 213, entitled

A bill to require providers of retail electric service to establish a renewable energy program; to prescribe the powers
and duties of certain state agencies and officials; to authorize the creation and implementation of wind energy resource
zones; to ensure transmission infrastructure to deliver wind energy; to provide for expedited transmission line siting
authority; to provide incentives for establishing wind generation facilities; to provide for condemnation authority; and to
provide for sanctions.

Recommends:

First: That the House recede from the Substitute of the House as passed by the House.

Second: That the Senate and House agree to the Substitute of the Senate as passed by the Senate, amended to read as
follows:

A bill to require certain providers of electric service to establish renewable energy programs; to require certain providers
of electric or natural gas service to establish energy optimization programs; to authorize the use of certain energy systems
to meet the requirements of those programs; to provide for the approval of energy optimization service companies; to
provide for certain charges on electric and natural gas bills; to promote energy conservation by state agencies and the
public; to create a wind energy resource zone board and provide for its powers and duties; to authorize the creation and
implementation of wind energy resource zones; to provide for expedited transmission line siting certificates; to provide
for a net metering program and the responsibilities of certain providers of electric service and customers with respect to
net metering; to provide for fees; to prescribe the powers and duties of certain state agencies and officials; to require the
promulgation of rules and the issuance of orders; and to provide for civil sanctions, remedies, and penalties.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
PART 1. GENERAL PROVISIONS

Sec. 1. (1) This act shall be known and may be cited as the “clean, renewable, and efficient energy act”.

(2) The purpose of this act is to promote the development of clean energy, renewable energy, and energy optimization
through the implementation of a clean, renewable, and energy efficient standard that will cost-effectively do all of the
following:

(a) Diversify the resources used to reliably meet the energy needs of consumers in this state.

(b) Provide greater energy security through the use of indigenous energy resources available within the state.

(c) Encourage private investment in renewable energy and energy efficiency.

(d) Provide improved air quality and other benefits to energy consumers and citizens of this state.

Sec. 3. As used in this act:

(a) “Advanced cleaner energy” means electricity generated using an advanced cleaner energy system.

(b) “Advanced cleaner energy credit” means a credit certified under section 43 that represents generated advanced
cleaner energy.

(c) “Advanced cleaner energy system” means any of the following:

(i) A gasification facility.

(if) An industrial cogeneration facility.

(iii) A coal-fired electric generating facility if 85% or more of the carbon dioxide emissions are captured and
permanently geologically sequestered.

(iv) An electric generating facility or system that uses technologies not in commercial operation on the effective date
of this act.

(d) “Affiliated transmission company’
1995 PA 30, MCL 460.562.

(e) “Applicable regional transmission organization” means a nonprofit, member-based organization governed by an
independent board of directors that serves as the federal energy regulatory commission-approved regional transmission
organization with oversight responsibility for the region that includes the provider’s service territory.

(f) “Biomass” means any organic matter that is not derived from fossil fuels, that can be converted to usable fuel for
the production of energy, and that replenishes over a human, not a geological, time frame, including, but not limited to,
all of the following:

(i) Agricultural crops and crop wastes.

(ii) Short-rotation energy crops.

(iit) Herbaceous plants.

s

means that term as defined in the electric transmission line certification act,
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(iv) Trees and wood, but only if derived from sustainably managed forests or procurement systems, as defined in
section 261c of the management and budget act, 1984 PA 431, MCL 18.1261c.

(v) Paper and pulp products.

(vi) Precommercial wood thinning waste, brush, or yard waste.

(vii) Wood wastes and residues from the processing of wood products or paper.

(viii) Animal wastes.

(ix) Wastewater sludge or sewage.

(x) Aquatic plants.

(xi) Food production and processing waste.

(xii) Organic by-products from the production of biofuels.

(g) “Board” means the wind energy resource zone board created under section 143.

(h) “Carbon dioxide emissions benefits” means that the carbon dioxide emissions per megawatt hour of electricity
generated by the advanced cleaner energy system are at least 85% less or, for an integrated gasification combined cycle
facility, 70% less than the average carbon dioxide emissions per megawatt hour of electricity generated from all coal-fired
electric generating facilities operating in this state on January 1, 2008.

(1) “Commission” means the Michigan public service commission.

(j) “Customer meter” means an electric meter of a provider’s retail customer. Customer meter does not include a
municipal water pumping meter or additional meters at a single site that were installed specifically to support interruptible
air conditioning, interruptible water heating, net metering, or time-of-day tariffs.

Sec. 5. As used in this act:

(a) “Electric provider”, subject to sections 21(1), 23(1), and 25(1), means any of the following:

(i) Any person or entity that is regulated by the commission for the purpose of selling electricity to retail customers in
this state.

(if) A municipally-owned electric utility in this state.

(iii) A cooperative electric utility in this state.

(iv) Except as used in subpart B of part 2, an alternative electric supplier licensed under section 10a of 1939 PA 3,
MCL 460.10a.

(b) “Eligible electric generator” means that a methane digester or renewable energy system with a generation capacity
limited to the customer’s electric need and that does not exceed the following:

(i) For a renewable energy system, 150 kilowatts of aggregate generation at a single site.

(i) For a methane digester, 550 kilowatts of aggregate generation at a single site.

(c) “Energy conservation” means the reduction of customer energy use through the installation of measures or changes
in energy usage behavior. Energy conservation does not include the use of advanced cleaner energy systems.

(d) “Energy efficiency” means a decrease in customer consumption of electricity or natural gas achieved through
measures or programs that target customer behavior, equipment, devices, or materials without reducing the quality of
energy services.

(e) “Energy optimization”, subject to subdivision (f), means all of the following:

(i) Energy efficiency.

(if) Load management, to the extent that the load management reduces overall energy usage.

(iii) Energy conservation, but only to the extent that the decreases in the consumption of electricity produced by energy
conservation are objectively measurable and attributable to an energy optimization plan.

(f) Energy optimization does not include electric provider infrastructure projects that are approved for cost recovery by
the commission other than as provided in this act.

(g2) “Energy optimization credit” means a credit certified pursuant to section 87 that represents achieved energy
optimization.

(h) “Energy optimization plan” or “EO plan” means a plan under section 71.

(1) “Energy optimization standard” means the minimum energy savings required to be achieved under section 77.

(j) “Energy star” means the voluntary partnership among the United States department of energy, the United States
environmental protection agency, product manufacturers, local utilities, and retailers to help promote energy efficient
products by labeling with the energy star logo, educate consumers about the benefits of energy efficiency, and help
promote energy efficiency in buildings by benchmarking and rating energy performance.

(k) “Federal approval” means approval by the applicable regional transmission organization or other federal energy
regulatory commission approved transmission planning process of a transmission project that includes the transmission
line. Federal approval may be evidenced in any of the following manners:

(i) The proposed transmission line is part of a transmission project included in the applicable regional transmission
organization’s board-approved transmission expansion plan.
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(ii) The applicable regional transmission organization has informed the electric utility, affiliated transmission company,
or independent transmission company that a transmission project submitted for an out-of-cycle project review has been
approved by the applicable regional transmission organization, and the approved transmission project includes the proposed
transmission line.

(ii1) If, after the effective date of this act, the applicable regional transmission organization utilizes another approval
process for transmission projects proposed by an electric utility, affiliated transmission company, or independent
transmission company, the proposed transmission line is included in a transmission project approved by the applicable
regional transmission organization through the approval process developed after the effective date of this act.

(iv) Any other federal energy regulatory commission approved transmission planning process for a transmission
project.

Sec. 7. As used in this act:

(a) “Gasification facility” means a facility located in this state that uses a thermochemical process that does not
involve direct combustion to produce synthesis gas, composed of carbon monoxide and hydrogen, from carbon-based
feedstocks (such as coal, petroleum coke, wood, biomass, hazardous waste, medical waste, industrial waste, and solid
waste, including, but not limited to, municipal solid waste, electronic waste, and waste described in section 11514 of the
natural resources and environmental protection act, 1994 PA 451, MCL 324.11514) and that uses the synthesis gas or a
mixture of the synthesis gas and methane to generate electricity for commercial use. Gasification facility includes the
transmission lines, gas transportation lines and facilities, and associated property and equipment specifically attributable
to such a facility. Gasification facility includes, but is not limited to, an integrated gasification combined cycle facility
and a plasma arc gasification facility.

(b) “Incremental costs of compliance” means the net revenue required by an electric provider to comply with the
renewable energy standard, calculated as provided under section 47.

(c) “Independent transmission company” means that term as defined in section 2 of the electric transmission line
certification act, 1995 PA 30, MCL 460.562.

(d) “Industrial cogeneration facility” means a facility that generates electricity using industrial thermal energy or
industrial waste energy.

(e) “Industrial thermal energy” means thermal energy that is a by-product of an industrial or manufacturing process
and that would otherwise be wasted. For the purposes of this subdivision, industrial or manufacturing process does not
include the generation of electricity.

(f) “Industrial waste energy” means exhaust gas or flue gas that is a by-product of an industrial or manufacturing
process and that would otherwise be wasted. For the purposes of this subdivision, industrial or manufacturing process
does not include the generation of electricity.

(g) “Integrated gasification combined cycle facility” means a gasification facility that uses a thermochemical process,
including high temperatures and controlled amounts of air and oxygen, to break substances down into their molecular
structures and that uses exhaust heat to generate electricity.

(h) “LEED” means the leadership in energy and environmental design green building rating system developed by the
United States green building council.

(i) “Load management” means measures or programs that target equipment or devices to result in decreased peak
electricity demand such as by shifting demand from a peak to an off-peak period.

(j) “Modified net metering” means a utility billing method that applies the power supply component of the full retail
rate to the net of the bidirectional flow of kilowatt hours across the customer interconnection with the utility distribution
system, during a billing period or time-of-use pricing period. A negative net metered quantity during the billing period
or during each time-of-use pricing period within the billing period reflects net excess generation for which the customer
is entitled to receive credit under section 177(4). Standby charges for modified net metering customers on an energy rate
schedule shall be equal to the retail distribution charge applied to the imputed customer usage during the billing period.
The imputed customer usage is calculated as the sum of the metered on-site generation and the net of the bidirectional
flow of power across the customer interconnection during the billing period. The commission shall establish standby
charges for modified net metering customers on demand-based rate schedules that provide an equivalent contribution to
utility system costs.

Sec. 9. As used in this act:

(a) “Natural gas provider” means an investor-owned business engaged in the sale and distribution of natural gas within
this state whose rates are regulated by the commission. However, as used in subpart B of part 2, natural gas provider does
not include an alternative gas supplier licensed under section 9b of 1939 PA 3, MCL 460.9b.

(b) “Plasma arc gasification facility” means a gasification facility that uses a plasma torch to break substances down
into their molecular structures.

(c) “Provider” means an electric provider or a natural gas provider.
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(d) “PURPA” means the public utility regulatory policies act of 1978, Public Law 95-617.

(e) “Qualifying small power production facility” means that term as defined in 16 USC 824a-3.

Sec. 11. As used in this act:

(a) “Renewable energy” means electricity generated using a renewable energy system.

(b) “Renewable energy capacity portfolio” means the number of megawatts calculated under section 27(2) for a
particular year.

(c) “Renewable energy contract” means a contract to acquire renewable energy and the associated renewable energy
credits from 1 or more renewable energy systems.

(d) “Renewable energy credit” means a credit granted pursuant to section 41 that represents generated renewable
energy.

(e) “Renewable energy credit portfolio” means the sum of the renewable energy credits achieved by a provider for a
particular year.

(f) “Renewable energy credit standard” means a minimum renewable energy portfolio required under section 27.

(g) “Renewable energy generator” means a person that, together with its affiliates, has constructed or has owned and
operated 1 or more renewable energy systems with combined gross generating capacity of at least 10 megawatts.

(h) “Renewable energy plan” or “plan”, means a plan approved under section 21 or 23 or found to comply with this
act under section 25, with any amendments adopted under this act.

(1) “Renewable energy resource” means a resource that naturally replenishes over a human, not a geological, time frame
and that is ultimately derived from solar power, water power, or wind power. Renewable energy resource does not include
petroleum, nuclear, natural gas, or coal. A renewable energy resource comes from the sun or from thermal inertia of the
earth and minimizes the output of toxic material in the conversion of the energy and includes, but is not limited to, all of
the following:

(i) Biomass.

(if) Solar and solar thermal energy.

(iii) Wind energy.

(iv) Kinetic energy of moving water, including all of the following:

(A) Waves, tides, or currents.

(B) Water released through a dam.

(v) Geothermal energy.

(vi) Municipal solid waste.

(vii) Landfill gas produced by municipal solid waste.

(j) “Renewable energy standard” means the minimum renewable energy capacity portfolio, if applicable, and the
renewable energy credit portfolio required to be achieved under section 27.

(k) “Renewable energy system” means a facility, electricity generation system, or set of electricity generation systems
that use 1 or more renewable energy resources to generate electricity. Renewable energy system does not include any of
the following:

(i) A hydroelectric pumped storage facility.

(i) A hydroelectric facility that uses a dam constructed after the effective date of this act unless the dam is a repair or
replacement of a dam in existence on the effective date of this act or an upgrade of a dam in existence on the effective
date of this act that increases its energy efficiency.

(iif) An incinerator unless the incinerator is a municipal solid waste incinerator as defined in section 11504 of the
natural resources and environmental protection act, 1994 PA 451, MCL 324.11504, that was brought into service before
the effective date of this act, including any of the following:

(A) Any upgrade of such an incinerator that increases energy efficiency.

(B) Any expansion of such an incinerator before the effective date of this act.

(C) Any expansion of such an incinerator on or after the effective date of this act to an approximate design rated
capacity of not more than 950 tons per day pursuant to the terms of a final request for proposals issued on or before
October 1, 1986.

() “Revenue recovery mechanism” means the mechanism for recovery of incremental costs of compliance established
under section 21.

Sec. 13. As used in this act:

(a) “Site” means a contiguous site, regardless of the number of meters at that site. A site that would be contiguous but
for the presence of a street, road, or highway shall be considered to be contiguous for the purposes of this subdivision.

(b) “Transmission line” means all structures, equipment, and real property necessary to transfer electricity at system
bulk supply voltage of 100 kilovolts or more.

(c) “True net metering” means a utility billing method that applies the full retail rate to the net of the bidirectional
flow of kilowatt hours across the customer interconnection with the utility distribution system, during a billing period or
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time-of-use pricing period. A negative net metered quantity during the billing period or during each time-of-use pricing
period within the billing period reflects net excess generation for which the customer is entitled to receive credit under
section 177(4).

(d) “Utility system resource cost test” means a standard that is met for an investment in energy optimization if, on
a life cycle basis, the total avoided supply-side costs to the provider, including representative values for electricity or
natural gas supply, transmission, distribution, and other associated costs, are greater than the total costs to the provider
of administering and delivering the energy optimization program, including net costs for any provider incentives paid by
customers and capitalized costs recovered under section 89.

(e) “Wind energy conversion system” means a renewable energy system that uses 1 or more wind turbines to generate
electricity and has a nameplate capacity of 100 kilowatts or more.

(f) “Wind energy resource zone” or “wind zone” means an area designated by the commission under section 147.

PART 2. ENERGY STANDARDS
SUBPART A. RENEWABLE ENERGY

Sec. 21. (1) This section applies only to electric providers whose rates are regulated by the commission.

(2) Each electric provider shall file a proposed renewable energy plan with the commission within 90 days after the
commission issues a temporary order under section 171. The proposed plan shall meet all of the following requirements:

(a) Describe how the electric provider will meet the renewable energy standards.

(b) Specify whether the number of megawatt hours of electricity used in the calculation of the renewable energy
credit portfolio will be weather-normalized or based on the average number of megawatt hours of electricity sold by the
electric provider annually during the previous 3 years to retail customers in this state. Once the plan is approved by the
commission, this option shall not be changed.

(c) Include the expected incremental cost of compliance with the renewable energy standards for a 20-year period
beginning when the plan is approved by the commission.

(d) For an electric provider that had 1,000,000 or more retail customers in this state on January 1, 2008, describe
the bidding process to be used by the electric provider under section 33. The description shall include measures to be
employed in the preparation of requests for proposals and the handling and evaluation of proposals received to ensure
that any bidder that is an affiliate of the electric utility is not afforded a competitive advantage over any other bidder and
that each bidder, including any bidder that is an affiliate of the electric provider, is treated in a fair and nondiscriminatory
manner.

(3) The proposed plan shall establish a nonvolumetric mechanism for the recovery of the incremental costs of
compliance within the electric provider’s customer rates. The revenue recovery mechanism shall not result in rate impacts
that exceed the monthly maximum retail rate impacts specified under section 45. The revenue recovery mechanism
is subject to adjustment under sections 47(4) and 49. A customer participating in a commission-approved voluntary
renewable energy program under an agreement in effect on the effective date of this act shall not incur charges under the
revenue recovery mechanism unless the charges under the revenue recovery mechanism exceed the charges the customer
is incurring for the voluntary renewable energy program. In that case, the customer shall only incur the difference between
the charge assessed under the revenue recovery mechanism and the charges the customer is incurring for the voluntary
renewable energy program. The limitation on charges applies only during the term of the agreement, not including
automatic agreement renewals, or until 1 year after the effective date of this act, whichever is later. Before entering an
agreement with a customer to participate in a commission-approved voluntary renewable energy program and before the
last automatic monthly renewal of such an agreement that will occur less than 1 year after the effective date of this act,
an electric provider shall notify the customer that the customer will be responsible for the full applicable charges under
the revenue recovery mechanism and under the voluntary renewable energy program as provided under this subsection.

(4) If proposed by the electric provider in its proposed plan, the revenue recovery mechanism shall result in an
accumulation of reserve funds in advance of expenditure and the creation of a regulatory liability that accrues interest at
the average short-term borrowing rate available to the electric provider during the appropriate period. If proposed by the
electric provider in its proposed plan, the commission shall establish a minimum balance of accumulated reserve funds
for the purposes of section 47(4).

(5) The commission shall conduct a contested case hearing on the proposed plan filed under subsection (2), pursuant to
the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. If a renewable energy generator files a
petition to intervene in the contested case in the manner prescribed by the commission’s rules for interventions generally,
the commission shall grant the petition. Subject to subsections (6) and (10), after the hearing and within 90 days after the
proposed plan is filed with the commission, the commission shall approve, with any changes consented to by the electric
provider, or reject the plan.

(6) The commission shall not approve an electric provider’s plan unless the commission determines both of the
following:

(a) That the plan is reasonable and prudent. In making this determination, the commission shall take into consideration
projected costs and whether or not projected costs included in prior plans were exceeded.
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(b) That the life-cycle cost of renewable energy acquired or generated under the plan less the projected life-cycle
net savings associated with the provider’s energy optimization plan does not exceed the expected life-cycle cost of
electricity generated by a new conventional coal-fired facility. In determining the expected life-cycle cost of electricity
generated by a new conventional coal-fired facility, the commission shall consider data from this state and the states of
Ohio, Indiana, Illinois, Wisconsin, and Minnesota, including, if applicable, the life-cycle costs of the renewable energy
system and new conventional coal-fired facilities. When determining the life-cycle costs of the renewable energy system
and new conventional coal-fired facilities, the commission shall use a methodology that includes, but is not limited to,
consideration of the value of energy, capacity, and ancillary services. The commission shall also consider other costs such
as transmission, economic benefits, and environmental costs, including, but not limited to, greenhouse gas constraints
or taxes. In performing its assessment, the commission may utilize other available data, including national or regional
reports and data published by federal or state governmental agencies, industry associations, and consumer groups.

(7) An electric provider shall not begin recovery of the incremental costs of compliance within its rates until the
commission has approved its proposed plan.

(8) Every 2 years after initial approval of a plan under subsection (5), the commission shall review the plan. The
commission shall conduct a contested case hearing on the plan pursuant to the administrative procedures act of 1969,
1969 PA 306, MCL 24.201 to 24.328. The annual renewable cost reconciliation under section 49 for that year may be
joined with the overall plan review in the same contested case hearing. Subject to subsections (6) and (10), after the
hearing, the commission shall approve, with any changes consented to by the electric provider, or reject the plan and any
proposed amendments to the plan.

(9) If an electric provider proposes to amend its plan at a time other than during the biennial review process under
subsection (8), the electric provider shall file the proposed amendment with the commission. If the proposed amendment
would modify the revenue recovery mechanism, the commission shall conduct a contested case hearing on the amendment
pursuant to the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. The annual renewable cost
reconciliation under section 49 may be joined with the plan amendment in the same contested case proceeding. Subject to
subsections (6) and (10), after the hearing and within 90 days after the amendment is filed, the commission shall approve,
with any changes consented to by the electric provider, or reject the plan and the proposed amendment or amendments
to the plan.

(10) If the commission rejects a proposed plan or amendment under this section, the commission shall explain in
writing the reasons for its determination.

Sec. 23. (1) This section applies only to alternative electric suppliers and cooperative electric utilities that have
elected to become member-regulated under the electric cooperative member-regulation act, 2008 PA 167, MCL 460.31
to 460.39.

(2) Each alternative electric supplier or cooperative electric utility shall file a proposed renewable energy plan with the
commission within 90 days or 120 days, respectively, after the commission issues a temporary order under section 171.
The proposed plan shall meet all of the following requirements:

(a) Describe how the electric provider will meet the renewable energy standards.

(b) Specify whether the number of megawatt hours of electricity used in the calculation of the renewable energy
portfolio will be weather-normalized or based on the average number of megawatt hours of electricity sold by the
electric provider annually during the previous 3 years to retail customers in this state. Once the plan is approved by the
commission, this option shall not be changed.

(3) The commission shall provide an opportunity for public comment on the proposed plan filed under subsection (2).
After the opportunity for public comment and within 90 days after the proposed plan is filed with the commission, the
commission shall approve, with any changes consented to by the electric provider, or reject the plan.

(4) Every 2 years after initial approval of a plan under subsection (3), the commission shall review the plan. The
commission shall provide an opportunity for public comment on the plan. After the opportunity for public comment, the
commission shall approve, with any changes consented to by the electric provider, or reject any proposed amendments to
the plan.

(5) If an electric provider proposes to amend its plan at a time other than during the biennial review process under
subsection (4), the electric provider shall file the proposed amendment with the commission. The commission shall provide
an opportunity for public comment on the amendment. After the opportunity for public comment and within 90 days after
the amendment is filed, the commission shall approve, with any changes consented to by the electric provider, or reject
the amendment.

(6) If the commission rejects a proposed plan or amendment under this section, the commission shall explain in writing
the reasons for its determination.

Sec. 25. (1) This section applies only to municipally-owned electric utilities.

(2) Each electric provider shall file a proposed renewable energy plan with the commission within 120 days after
the commission issues a temporary order under section 171. Two or more electric providers that each serve fewer than
15,000 customers may file jointly. The proposed plan shall meet all of the following requirements:

(a) Describe how the provider will meet the renewable energy standards.
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(b) Specify whether the number of megawatt hours of electricity used in the calculation of the renewable energy credit
portfolio will be weather-normalized or based on the average number of megawatt hours of electricity sold by the electric
provider annually during the previous 3 years to retail customers in this state. Once the commission determines that the
proposed plan complies with this act, this option shall not be changed.

(c) Include the expected incremental cost of compliance with the renewable energy standards.

(d) Describe the manner in which the provider will allocate costs.

(3) Subject to subsection (6), the commission shall provide an opportunity for public comment on the proposed plan
filed under subsection (2). After the applicable opportunity for public comment and within 90 days after the proposed
plan is filed with the commission, the commission shall determine whether the proposed plan complies with this act.

(4) Every 2 years after the commission initially determines under subsection (3) that a renewable energy plan complies
with this act, the commission shall review the plan. Subject to subsection (6), the commission shall provide an opportunity
for public comment on the plan. After the applicable opportunity for public comment, the commission shall determine
whether any amendment to the plan proposed by the provider complies with this act. The proposed amendment is adopted
if the commission determines that it complies with this act.

(5) If a provider proposes to amend its renewable energy plan at a time other than during the biennial review process
under subsection (4), the provider shall file the proposed amendment with the commission. Subject to subsection (6), the
commission shall provide an opportunity for public comment on the amendment. After the applicable opportunity for
public comment and within 90 days after the amendment is filed, the commission shall determine whether the proposed
amendment to the plan complies with this act. The proposed amendment is adopted if the commission determines that it
complies with this act.

(6) The commission need not provide an opportunity for public comment under subsection (3), (4), or (5) if the
governing body of the provider has already provided an opportunity for public comment and filed the comments with the
commission.

(7) If the commission determines that a proposed plan or amendment under this section does not comply with this act,
the commission shall explain in writing the reasons for its determination.

Sec. 27. (1) Subject to sections 31 and 45, and in addition to the requirements of subsection (3), an electric provider
that is an electric utility with 1,000,000 or more retail customers in this state as of January 1, 2008 shall achieve a
renewable energy capacity portfolio of not less than the following:

(a) For an electric provider with more than 1,000,000 but less than 2,000,000 retail electric customers in this state on
January 1, 2008, a renewable energy capacity portfolio of 200 megawatts by December 31, 2013 and 500 megawatts by
December 31, 2015.

(b) For an electric provider with more than 2,000,000 retail electric customers in this state on January 1, 2008, a renewable
energy capacity portfolio of 300 megawatts by December 31, 2013 and 600 megawatts by December 31, 2015.

(2) An electric provider’s renewable energy capacity portfolio shall be calculated by adding the following:

(a) The nameplate capacity in megawatts of renewable energy systems owned by the electric provider that were not in
commercial operation before the effective date of this act.

(b) The capacity in megawatts of renewable energy that the electric provider is entitled to purchase under contracts that
were not in effect before the effective date of this act.

(3) Subject to sections 31 and 45, an electric provider shall achieve a renewable energy credit portfolio as follows:

(a) In 2012, 2013, 2014, and 2015, a renewable energy credit portfolio based on the sum of the following:

(/) The number of renewable energy credits from electricity generated in the 1-year period preceding the effective date
of this act that would have been transferred to the electric provider pursuant to section 35(1), if this act had been in effect
during that 1-year period.

(if) The number of renewable energy credits equal to the number of megawatt hours of electricity produced or obtained
by the electric provider in the 1-year period preceding the effective date of this act from renewable energy systems for
which recovery in electric rates was approved on the effective date of this act.

(iii) Renewable energy credits in an amount calculated as follows:

(A) Taking into account the number of renewable energy credits under subparagraphs (i) and (if), determine the number
of additional renewable energy credits that the electric provider would need to reach a 10% renewable energy portfolio
in that year.

(B) Multiply the number under sub-subparagraph (A) by 20% for 2012, 33% for 2013, 50% for 2014, and 100% for
2015.

(b) In 2016 and each year thereafter, maintain a renewable energy credit portfolio that consists of at least the same
number of renewable energy credits as were required in 2015 under subdivision (a).

(4) An electric provider’s renewable energy credit portfolio shall be calculated as follows:

(a) Determine the number of renewable energy credits used to comply with this subpart during the applicable year.

(b) Divide by 1 of the following at the option of the electric provider as specified in its renewable energy plan:

(i) The number of weather-normalized megawatt hours of electricity sold by the electric provider during the previous
year to retail customers in this state.
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(ii) The average number of megawatt hours of electricity sold by the electric provider annually during the previous
3 years to retail customers in this state.

(c) Multiply the quotient under subdivision (b) by 100.

(5) Subject to subsection (6), each electric provider shall meet the renewable energy credit standards with renewable
energy credits obtained by 1 or more of the following means:

(a) Generating electricity from renewable energy systems for sale to retail customers.

(b) Purchasing or otherwise acquiring renewable energy credits with or without the associated renewable energy.

(6) An electric provider may substitute energy optimization credits, advanced cleaner energy credits with or without the
associated advanced cleaner energy, or a combination thereof for renewable energy credits otherwise required to meet the
renewable energy credit standards if the substitution is approved by the commission. However, commission approval is not
required to substitute advanced cleaner energy from industrial cogeneration for renewable energy credits. The commission
shall not approve a substitution unless the commission determines that the substitution is cost-effective compared to other
sources of renewable energy credits and, if the substitution involves advanced cleaner energy credits, that the advanced
cleaner energy system provides carbon dioxide emissions benefits. In determining whether the substitution of advanced
cleaner energy credits is cost-effective, the commission shall include as part of the costs of the system the environmental
costs attributed to the advanced cleaner energy system, including the costs of environmental control equipment or
greenhouse gas constraints or taxes. The commission’s determinations shall be made after a contested case hearing that
includes consultation with the department of environmental quality on the issue of carbon dioxide emissions benefits, if
relevant, and environmental costs.

(7) Under subsection (6), energy optimization credits, advanced cleaner energy credits, or a combination thereof shall
not be used by a provider to meet more than 10% of the renewable energy credit standards. Advanced cleaner energy
from advanced cleaner energy systems in existence on January 1, 2008 shall not be used by a provider to meet more than
70% of this 10% limit. This 10% limit does not apply to advanced cleaner energy credits from plasma arc gasification.

(8) Substitutions under subsection (6) shall be made at the following rates per renewable energy credit:

(a) One energy optimization credit.

(b) One advanced cleaner energy credit from plasma arc gasification or industrial cogeneration.

(c) Ten advanced cleaner energy credits other than from plasma arc gasification or industrial cogeneration.

Sec. 29. (1) Subject to subsection (2), a renewable energy system that is the source of renewable energy credits used
to satisfy the renewable energy standards shall be either located outside of this state in the retail electric customer
service territory of any provider that is not an alternative electric supplier or located anywhere in this state. For the
purposes of this subsection, a retail electric customer service territory shall be considered to be the territory recognized
by the commission on January 1, 2008 and any expansion of retail electric customer service territory recognized by the
commission after January 1, 2008 under 1939 PA 3, MCL 460.1 to 460.10cc. The commission may also expand a service
territory for the purposes of this subsection if a lack of transmission lines limits the ability to obtain sufficient renewable
energy from renewable energy systems that meet the location requirement of this subsection.

(2) The renewable energy system location requirements in subsection (1) do not apply if 1 or more of the following
requirements are met:

(a) The renewable energy system is a wind energy conversion system and the electricity generated by the wind energy
system, or the renewable energy credits associated with that electricity, is being purchased under a contract in effect on
January 1, 2008. If the electricity and associated renewable energy credits purchased under such a contract are used by
an electric provider to meet renewable energy requirements established after January 1, 2008 by the legislature of the
state in which the wind energy conversion system is located, the electric provider may, for the purpose of meeting the
renewable energy credit standard under this act, obtain, by any means authorized under section 27, up to the same number
of replacement renewable energy credits from any other wind energy conversion systems located in that state. This
subdivision shall not be utilized by an alternative electric supplier unless the alternative electric supplier was licensed
in this state on January 1, 2008. Renewable energy credits from a renewable energy system under a contract with an
alternative electric supplier under this subdivision shall not be used by another electric provider to meet its requirements
under this part.

(b) The renewable energy system is a wind energy conversion system that was under construction or operational
and owned by an electric provider on January 1, 2008. This subdivision shall not be utilized by an alternative electric
supplier.

(c) The renewable energy system is a wind energy conversion system that includes multiple wind turbines, at least 1 of
the wind turbines meets the location requirements of this section, and the remaining wind turbines are within 15 miles
of a wind turbine that is part of that wind energy conversion system and that meets the location requirements of this
section.

(d) Before January 1, 2008, an electric provider serving not more than 75,000 retail electric customers in this state
filed an application for a certificate of authority for the renewable energy system with a state regulatory commission in
another state that is also served by the electric provider. However, renewable energy credits shall not be granted under
this subdivision for electricity generated using more than 10.0 megawatts of nameplate capacity of the renewable energy
system.
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(e) Electricity generated from the renewable energy system is sold by a not-for-profit entity located in Indiana or
Wisconsin to a municipally-owned electric utility in this state or cooperative electric utility in this state under a contract
in effect on January 1, 2008, and the electricity is not being used to meet another state’s standard for renewable energy.

(f) Electricity generated from the renewable energy system is sold by a not-for-profit entity located in Ohio to a
municipally-owned electric utility in this state under a contract approved by resolution of the governing body of the
municipally-owned electric utility by January 1, 2008, and the electricity is not being used to meet another state’s standard
for renewable energy. However, renewable energy credits shall not be granted for electricity generated using more than
13.4 megawatts of nameplate capacity of the renewable energy system.

(g) All of the following requirements are met:

(i) The renewable energy system is a wind energy system, is interconnected to the electric provider’s transmission
system, and is located in a state in which the electric provider has service territory.

(i) The electric provider competitively bid any contract for engineering, procurement, or construction of the renewable
energy system, if the electric provider owns the renewable energy system, or for purchase of the renewable energy and
associated renewable energy credits from the renewable energy system, if the provider does not own the renewable energy
system, in a process open to renewable energy systems sited in this state.

(iii) The renewable energy credits from the renewable energy system are only used by that electric provider to meet
the renewable energy standard.

(iv) The electric provider is not an alternative electric supplier.

(3) Advanced cleaner energy systems that are the source of the advanced cleaner energy credits used under section 27
shall be either located outside this state in the service territory of any electric provider that is not an alternative electric
supplier or located anywhere in this state.

Sec. 31. (1) Upon petition by an electric provider, the commission may for good cause grant 2 extensions of the 2015
renewable energy standard deadline under section 27. Each extension shall be for up to 1 year.

(2) If 2 extensions of the 2015 renewable energy standard deadline have been granted to an electric provider under
subsection (1), upon subsequent petition by the electric provider at least 3 months before the expiration of the second
extended deadline, the commission shall, after consideration of prior extension requests under this section and for good
cause, establish a revised renewable energy standard attainable by the electric provider. If the electric provider achieves
the revised renewable energy standard, the provider is considered to be in compliance with this subpart.

(3) An electric provider that makes a good faith effort to spend the full amount of incremental costs of compliance
as outlined in its approved renewable energy plan and that complies with its approved plan, subject to any approved
extensions or revisions, shall be considered to be in compliance with this subpart.

(4) As used in this section, “good cause” includes, but is not limited to, the electric provider’s inability, as determined
by the commission, to meet a renewable energy standard because of a renewable energy system feasibility limitation
including, but not limited to, any of the following:

(a) Renewable energy system site requirements, zoning, siting, land use issues, permits, including environmental
permits, any certificate of need process under section 6s of 1939 PA 3, MCL 460.6s, or any other necessary governmental
approvals that effectively limit availability of renewable energy systems, if the electric provider exercised reasonable
diligence in attempting to secure the necessary governmental approvals. For purposes of this subdivision, “reasonable
diligence” includes, but is not limited to, submitting timely applications for the necessary governmental approvals and
making good faith efforts to ensure that the applications are administratively complete and technically sufficient.

(b) Equipment cost or availability issues including electrical equipment or renewable energy system component
shortages or high costs that effectively limit availability of renewable energy systems.

(c) Cost, availability, or time requirements for electric transmission and interconnection.

(d) Projected or actual unfavorable electric system reliability or operational impacts.

(e) Labor shortages that effectively limit availability of renewable energy systems.

(f) An order of a court of competent jurisdiction that effectively limits the availability of renewable energy systems.

Sec. 33. (1) Subject to subsections (2) and (3), an electric provider that had 1,000,000 or more retail customers in this
state on January 1, 2008 shall obtain the renewable energy credits that are necessary to meet the renewable energy credit
standard in 2015 and thereafter as follows:

(a) At the electric provider’s option, up to but no more than 50% of the renewable energy credits shall be from any of
the following:

(i) Renewable energy systems that were developed by and are owned by the electric provider. An electric provider
shall competitively bid any contract for engineering, procurement, or construction of any new renewable energy
systems described in this subdivision. However, an electric provider may consider unsolicited proposals presented to it
by a renewable energy system developer outside of a competitive bid process. If the provider determines that such an
unsolicited proposal provides opportunities that may not otherwise be available or commercially practical, the provider
may enter into a contract with the developer.

(if) Renewable energy systems that were developed by 1 or more third parties pursuant to a contract with the electric
provider under which the ownership of the renewable energy system may be transferred to the electric provider, but only
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after the renewable energy system begins commercial operation. Any such contract shall be executed after a competitive
bidding process conducted pursuant to guidelines issued by the commission. However, an electric provider may consider
unsolicited proposals presented to it by a renewable energy system developer outside of a competitive bid process. If
the provider determines that such an unsolicited proposal provides opportunities that may not otherwise be available or
commercially practical, the provider may enter into a contract with the developer. An affiliate of the electric provider
may submit a proposal in response to a request for proposals, subject to the code of conduct under section 10a(4) of 1939
PA 3, MCL 460.10a, and the sanctions for violation of the code under section 10c of 1939 PA 3, MCL 460.10c.

(b) At least 50% of the renewable energy credits shall be from renewable energy contracts that do not require transfer
of ownership of the applicable renewable energy system to the electric provider or from contracts for the purchase
of renewable energy credits without the associated renewable energy. A renewable energy contract or contract for
the purchase of renewable energy credits under this subdivision shall be executed after a competitive bidding process
conducted pursuant to guidelines issued by the commission. However, an electric provider may consider unsolicited
proposals presented to it outside of a competitive bid process by a renewable energy system developer that is not affiliated
with the electric provider. If the provider determines that such an unsolicited proposal provides opportunities that may not
otherwise be available or commercially practical, the provider may enter into a contract with the developer. The contract
is subject to review and approval by the commission under section 21. An electric provider or its affiliate may not submit
a proposal in response to its own request for proposals under this subdivision. If an electric provider selects a bid other
than the lowest price conforming bid from a qualified bidder, the electric provider shall promptly notify the commission.
The commission shall determine in the manner provided under section 37 whether the electric provider had good cause
for selecting that bid. If the commission determines that the electric provider did not have good cause, the commission
shall disapprove the contract.

(2) Subsection (1) does not apply to either of the following:

(a) Renewable energy credits that are transferred to the electric provider pursuant to section 35(1).

(b) Renewable energy credits that are produced or obtained by the electric provider from renewable energy systems
for which recovery in electric rates was approved as of the effective date of this act, including renewable energy credits
resulting from biomass co-firing of electric generation facilities in existence on the effective date of this act, except to
the extent the number of megawatt hours of electricity annually generated by biomass co-firing exceeds the number of
megawatt hours generated during the 1-year period immediately preceding the effective date of this act.

(3) An electric provider shall submit a contract entered into pursuant to subsection (1) to the commission for
review and approval. If the commission approves the contract, it shall be considered to be consistent with the electric
provider’s renewable energy plan. The commission shall not approve a contract based on an unsolicited proposal unless
the commission determines that the unsolicited proposal provides opportunities that may not otherwise be available or
commercially practical.

Sec. 35. (1) If an electric provider obtains renewable energy for resale to retail or wholesale customers under an
agreement under PURPA, ownership of the associated renewable energy credits shall be as provided by the PURPA
agreement. If the PURPA agreement does not provide for ownership of the renewable energy credits, then:

(a) Except to the extent that a separate agreement governs under subdivision (b), for the duration of the PURPA
agreement, for every 5 renewable energy credits associated with the renewable energy, ownership of 4 of the renewable
energy credits is transferred to the electric provider with the renewable energy, and ownership of 1 renewable energy
credit remains with the qualifying small power production facility.

(b) If a separate agreement in effect on January 1, 2008 provides for the ownership of the renewable attributes of
the generated electricity, the separate agreement shall govern until January 1, 2013 or until expiration of the separate
agreement, whichever occurs first.

(2) If an investor-owned electric utility with less than 20,000 customers, a municipally-owned electric utility, or
cooperative electric utility obtains all or substantially all of its electricity for resale under a power purchase agreement or
agreements in existence on the effective date of this act, ownership of any associated renewable energy credits shall be
considered to be transferred to the electric provider purchasing the electricity. The number of renewable energy credits
associated with the purchased electricity shall be determined by multiplying the total number of renewable energy credits
associated with the total power supply of the seller during the term of the agreement by a fraction, the numerator of which
is the amount of energy purchased under the agreement or agreements and the denominator of which is the total power
supply of the seller during the term of the agreement. This subsection does not apply unless 1 or more of the following
occur:

(a) The seller and the electric provider purchasing the electricity agree that this subsection applies.

(b) For a seller that is an investor-owned electric utility whose rates are regulated by the commission, the commission
reduces the number of renewable energy credits required under the renewable energy credit standard for the seller by
the number of renewable energy credits to be transferred to the electric provider purchasing the electricity under this
subsection.

Sec. 37. If, after the effective date of this act, an electric provider whose rates are regulated by the commission enters
a renewable energy contract or a contract to purchase renewable energy credits without the associated renewable energy,
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the commission shall determine whether the contract provides reasonable and prudent terms and conditions and complies
with the retail rate impact limits under section 45. In making this determination, the commission shall consider the
contract price and term. If the contract is a renewable energy contract, the commission shall also consider at least all of
the following:

(a) The cost to the electric provider and its customers of the impacts of accounting treatment of debt and associated
equity requirements imputed by credit rating agencies and lenders attributable to the renewable energy contract. The
commission shall use standard rating agency, lender, and accounting practices for electric utilities in determining these
costs, unless the impacts for the electric provider are known.

(b) Subject to section 45, the life-cycle cost of the renewable energy contract to the electric provider and customers
including costs, after expiration of the renewable energy contract, of maintaining the same renewable energy output in
megawatt hours, whether by purchases from the marketplace, by extension or renewal of the renewable energy contract,
or by the electric provider purchasing the renewable energy system and continuing its operation.

(c) Electric provider and customer price and cost risks if the renewable energy systems supporting the renewable energy
contract move from contracted pricing to market-based pricing after expiration of the renewable energy contract.

Sec. 39. (1) Except as otherwise provided in section 35(1), 1 renewable energy credit shall be granted to the owner of
a renewable energy system for each megawatt hour of electricity generated from the renewable energy system, subject
to all of the following:

(a) If a renewable energy system uses both a renewable energy resource and a nonrenewable energy resource to
generate electricity, the number of renewable energy credits granted shall be based on the percentage of the electricity
generated from the renewable energy resource.

(b) A renewable energy credit shall not be granted for renewable energy generated from a municipal solid waste
incinerator to the extent that the renewable energy was generated by operating the incinerator in excess of the greater of
the following, as applicable:

(i) The incinerator’s nameplate capacity rating on January 1, 2008.

(i) If the incinerator is expanded after the effective date of this act to an approximate continuous design rated capacity of
not more than 950 tons per day pursuant to the terms of a final request for proposals issued not later than October 1986,
the nameplate capacity rating required to accommodate that expansion.

(c) A renewable energy credit shall not be granted for renewable energy the renewable attributes of which are used by
an electric provider in a commission-approved voluntary renewable energy program.

(2) Subject to subsection (3), the following additional renewable energy credits, to be known as Michigan incentive
renewable energy credits, shall be granted under the following circumstances:

(a) 2 renewable energy credits for each megawatt hour of electricity from solar power.

(b) 1/5 renewable energy credit for each megawatt hour of electricity generated from a renewable energy system, other
than wind, at peak demand time as determined by the commission.

(c) 1/5 renewable energy credit for each megawatt hour of electricity generated from a renewable energy system during
off-peak hours, stored using advanced electric storage technology or a hydroelectric pumped storage facility, and used
during peak hours. However, the number of renewable energy credits shall be calculated based on the number of megawatt
hours of renewable energy used to charge the advanced electric storage technology or fill the pumped storage facility, not
the number of megawatt hours actually discharged or generated by discharge from the advanced energy storage facility
or pumped storage facility.

(d) 1/10 renewable energy credit for each megawatt hour of electricity generated from a renewable energy system
constructed using equipment made in this state as determined by the commission. The additional credit under this
subdivision is available for the first 3 years after the renewable energy system first produces electricity on a commercial
basis.

(e) 1/10 renewable energy credit for each megawatt hour of electricity from a renewable energy system constructed
using a workforce composed of residents of this state as determined by the commission. The additional credit under this
subdivision is available for the first 3 years after the renewable energy system first produces electricity on a commercial
basis.

(3) A renewable energy credit expires at the earliest of the following times:

(a) When used by an electric provider to comply with its renewable energy credit standard.

(b) When substituted for an energy optimization credit under section 77.

(c) 3 years after the end of the month in which the renewable energy credit was generated.

(4) A renewable energy credit associated with renewable energy generated within 120 days after the start of a calendar
year may be used to satisfy the prior year’s renewable energy standard and expires when so used.

Sec. 41. (1) Renewable energy credits may be traded, sold, or otherwise transferred.

(2) An electric provider is responsible for demonstrating that a renewable energy credit used to comply with a renewable
energy credit standard is derived from a renewable energy source and that the electric provider has not previously used
or traded, sold, or otherwise transferred the renewable energy credit.
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(3) The same renewable energy credit may be used by an electric provider to comply with both a federal standard for
renewable energy and the renewable energy standard under this subpart. An electric provider that uses a renewable energy
credit to comply with another state’s standard for renewable energy shall not use the same renewable energy credit to
comply with the renewable energy credit standard under this subpart.

(4) The commission shall establish a renewable energy credit certification and tracking program. The certification and
tracking program may be contracted to and performed by a third party through a system of competitive bidding. The
program shall include all of the following:

(a) A process to certify renewable energy systems, including all existing renewable energy systems operating on the
effective date of this act, as eligible to receive renewable energy credits.

(b) A process for verifying that the operator of a renewable energy system is in compliance with state and federal law
applicable to the operation of the renewable energy system when certification is granted. If a renewable energy system
becomes noncompliant with state or federal law, renewable energy credits shall not be granted for renewable energy
generated by that renewable energy system during the period of noncompliance.

(c) A method for determining the date on which a renewable energy credit is generated and valid for transfer.

(d) A method for transferring renewable energy credits.

(e) A method for ensuring that each renewable energy credit transferred under this act is properly accounted for under
this act.

(f) If the system is established by the commission, allowance for issuance, transfer, and use of renewable energy credits
in electronic form.

(g2) A method for ensuring that both a renewable energy credit and an advanced cleaner energy credit are not awarded
for the same megawatt hour of energy.

(5) A renewable energy credit purchased from a renewable energy system in this state is not required to be used in this
state.

Sec. 43. (1) One advanced cleaner energy credit shall be granted to the owner of an advanced cleaner energy system for
each megawatt hour of electricity generated from the advanced cleaner energy system. However, if an advanced cleaner
energy system uses both an advanced cleaner energy technology and an energy technology that is not an advanced cleaner
energy technology to generate electricity, the number of advanced cleaner energy credits granted shall be based on the
percentage of the electricity generated from the advanced cleaner energy technology. If a facility or system, such as a
gasification facility using biomass as feedstock, qualifies as both an advanced cleaner energy system and a renewable
energy system, at the owner’s option, either an advanced cleaner energy credit or a renewable energy credit, but not both,
may be granted for any given megawatt hour of electricity generated by the facility or system.

(2) An advanced cleaner energy credit expires at the earliest of the following times:

(a) When substituted for a renewable energy credit under section 27 or an energy optimization credit under section 77.

(b) 3 years after the end of the month in which the advanced cleaner energy credit was generated.

(3) Advanced cleaner energy credits may be traded, sold, or otherwise transferred.

(4) The commission shall establish an advanced cleaner energy credit certification and tracking program. The
certification and tracking program may be contracted to and performed by a third party through a system of competitive
bidding. The program shall include all of the following:

(a) A process to certify advanced cleaner energy systems, including all existing advanced cleaner energy systems
operating on the effective date of this act, as eligible to receive advanced cleaner energy credits.

(b) A process for verifying that the operator of an advanced cleaner energy system is in compliance with state and federal
law applicable to the operation of the advanced cleaner energy system when certification is granted. If an advanced cleaner
energy system becomes noncompliant with state or federal law, advanced cleaner energy credits shall not be granted for
advanced cleaner energy generated by that advanced cleaner energy system during the period of noncompliance.

(c) A method for determining the date on which an advanced cleaner energy credit is generated and valid for
transfer.

(d) A method for transferring advanced cleaner energy credits.

(e) A method for ensuring that each advanced cleaner energy credit transferred is properly accounted for.

(f) Allowance for issuance, transfer, and use of advanced cleaner energy credits in electronic form.

(g) A method for ensuring that both a renewable energy credit and an advanced cleaner energy credit are not awarded
for the same megawatt hour of electricity.

(5) An advanced cleaner energy credit purchased from an advanced cleaner energy system in this state is not required
to be used in this state.

Sec. 45. (1) For an electric provider whose rates are regulated by the commission, the commission shall determine the
appropriate charges for the electric provider’s tariffs that permit recovery of the incremental cost of compliance subject
to the retail rate impact limits set forth in subsection (2).

(2) An electric provider shall recover the incremental cost of compliance with the renewable energy standards by
an itemized charge on the customer’s bill for billing periods beginning not earlier than 90 days after the commission
approves the electric provider’s renewable energy plan under section 21 or 23 or determines under section 25 that the plan
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complies with this act. 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 customer meter.

(b) $16.58 per month per commercial secondary customer meter.

(¢) $187.50 per month per commercial primary or industrial customer meter.

(3) The retail rate impact limits of subsection (2) apply only to the incremental costs of compliance and do not apply
to costs approved for recovery by the commission other than as provided in this act.

(4) The incremental cost of compliance shall be calculated for a 20-year period beginning with approval of the
renewable energy plan and shall be recovered on a levelized basis.

(5) In its billing statements for a residential customer, each provider shall report to the residential customer all of the
following in a format consistent with other information on the customer bill:

(a) An itemized monthly charge, expressed in dollars and cents, collected from the customer for implementing the
renewable energy program requirements of this act. In the first bill issued after the close of the previous year, an electric
provider shall notify each residential customer that the customer may be entitled to an income tax credit to offset some
of the annual amounts collected for the renewable energy program.

(b) An itemized monthly charge, expressed in dollars and cents, collected from the customer for implementing the
energy optimization program requirements of this act.

(c) An estimated monthly savings, expressed in dollars and cents, for that customer to reflect the reductions in the
monthly energy bill produced by the energy optimization program under this act.

(d) An estimated monthly savings, expressed in dollars and cents, for that customer to reflect the long-term, life-cycle,
levelized costs of building and operating new conventional coal-fired electric generating power plants avoided under this
act as determined by the commission.

(e) The website address at which the commission’s annual report under section 51 is posted.

(6) For the first year of the programs under this part, the values reported under subsection (5) shall be estimates by the
commission. The values in following years shall be based on the provider’s actual customer experiences. If the provider
is unable to provide customer-specific information under subsection (5)(b) or (c), it shall instead specify the state average
itemized charge or savings, as applicable, for residential customers. The provider shall make this calculation based on a
method approved by the commission.

(7) In determining long-term, life-cycle, levelized costs of building and operating and acquiring nonrenewable electric
generating capacity and energy for the purpose of subsection (5)(d), the commission shall consider historic and predicted
costs of financing, construction, operation, maintenance, fuel supplies, environmental protection, and other appropriate
elements of energy production. For purposes of this comparison, the capacity of avoided new conventional coal-fired
electric generating facilities shall be expressed in megawatts and avoided new conventional coal-fired electricity
generation shall be expressed in megawatt hours. Avoided costs shall be measured in cents per kilowatt hour.

Sec. 47. (1) Subject to the retail rate impact limits under section 45, the commission shall consider all actual costs
reasonably and prudently incurred in good faith to implement a commission-approved renewable energy plan by an
electric provider whose rates are regulated by the commission to be a cost of service to be recovered by the electric
provider. Subject to the retail rate impact limits under section 45, an electric provider whose rates are regulated by the
commission shall recover through its retail electric rates all of the electric provider’s incremental costs of compliance
during the 20-year period beginning when the electric provider’s plan is approved by the commission and all reasonable
and prudent ongoing costs of compliance during and after that period. The recovery shall include, but is not limited to, the
electric provider’s authorized rate of return on equity for costs approved under this section, which shall remain fixed at
the rate of return and debt to equity ratio that was in effect in the electric provider’s base rates when the electric provider’s
renewable energy plan was approved.

(2) Incremental costs of compliance shall be calculated as follows:

(a) Determine the sum of the following costs to the extent those costs are reasonable and prudent and not already
approved for recovery in electric rates as of the effective date of this act:

(i) Capital, operating, and maintenance costs of renewable energy systems or advanced cleaner energy systems,
including property taxes, insurance, and return on equity associated with an electric provider’s renewable energy systems
or advanced cleaner energy systems, including the electric provider’s renewable energy portfolio established to achieve
compliance with the renewable energy standards and any additional renewable energy systems or advanced cleaner energy
systems, that are built or acquired by the electric provider to maintain compliance with the renewable energy standards
during the 20-year period beginning when the electric provider’s plan is approved by the commission.

(ii) Financing costs attributable to capital, operating, and maintenance costs of capital facilities associated with
renewable energy systems or advanced cleaner energy systems used to meet the renewable energy standard.

(iii) Costs that are not otherwise recoverable in rates approved by the federal energy regulatory commission and that
are related to the infrastructure required to bring renewable energy systems or advanced cleaner energy systems used to
achieve compliance with the renewable energy standards on to the transmission system, including interconnection and
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substation costs for renewable energy systems or advanced cleaner energy systems used to meet the renewable energy
standard.

(iv) Ancillary service costs determined by the commission to be necessarily incurred to ensure the quality and reliability
of renewable energy or advanced cleaner energy used to meet the renewable energy standards, regardless of the ownership
of a renewable energy system or advanced cleaner energy technology.

(v) Except to the extent the costs are allocated under a different subparagraph, all of the following:

(A) The costs of renewable energy credits purchased under this act.

(B) The costs of contracts described in section 33(1).

(vi) Expenses incurred as a result of state or federal governmental actions related to renewable energy systems or
advanced cleaner energy systems attributable to the renewable energy standards, including changes in tax or other law.

(vii) Any additional electric provider costs determined by the commission to be necessarily incurred to ensure the
quality and reliability of renewable energy or advanced cleaner energy used to meet the renewable energy standards.

(b) Subtract from the sum of costs not already included in electric rates determined under subdivision (a) the sum of
the following revenues:

(i) Revenue derived from the sale of environmental attributes associated with the generation of renewable energy or
advanced cleaner energy systems attributable to the renewable energy standards. Such revenue shall not be considered in
determining power supply cost recovery factors under section 6j of 1939 PA 3, MCL 460.6;.

(ii) Interest on regulatory liabilities.

(iii) Tax credits specifically designed to promote renewable energy or advanced cleaner energy.

(iv) Revenue derived from the provision of renewable energy or advanced cleaner energy to retail electric customers
subject to a power supply cost recovery clause under section 6j of 1939 PA 3, MCL 460.6j, of an electric provider whose
rates are regulated by the commission. After providing an opportunity for a contested case hearing for an electric provider
whose rates are regulated by the commission, the commission shall annually establish a price per megawatt hour. In
addition, an electric provider whose rates are regulated by the commission may at any time petition the commission to
revise the price. In setting the price per megawatt hour under this subparagraph, the commission shall consider factors
including, but not limited to, projected capacity, energy, maintenance, and operating costs; information filed under
section 6j of 1939 PA 3, MCL 460.6j; and information from wholesale markets, including, but not limited to, locational
marginal pricing. This price shall be multiplied by the sum of the number of megawatt hours of renewable energy and the
number of megawatt hours of advanced cleaner energy used to maintain compliance with the renewable energy standard.
The product shall be considered a booked cost of purchased and net interchanged power transactions under section 6j
of 1939 PA 3, MCL 460.6j. For energy purchased by such an electric provider under a renewable energy contract or
advanced cleaner energy contract, the price shall be the lower of the amount established by the commission or the actual
price paid and shall be multiplied by the number of megawatt hours of renewable energy or advanced cleaner energy pur-
chased. The resulting value shall be considered a booked cost of purchased and net interchanged power under section 6j
of 1939 PA 3, MCL 460.6;j.

(v) Revenue from wholesale renewable energy sales and advanced cleaner energy sales. Such revenue shall not be
considered in determining power supply cost recovery factors under section 6j of 1939 PA 3, MCL 460.6;.

(vi) Any additional electric provider revenue considered by the commission to be attributable to the renewable energy
standards.

(vii) Any revenues recovered in rates for renewable energy costs that are included under subdivision (a).

(3) The commission shall authorize an electric provider whose rates are regulated by the commission to spend in any
given month more to comply with this act and implement an approved renewable energy plan than the revenue actually
generated by the revenue recovery mechanism. An electric provider whose rates are regulated by the commission shall
recover its commission approved pre-tax rate of return on regulatory assets during the appropriate period. An electric
provider whose rates are regulated by the commission shall record interest on regulatory liabilities at the average short-term
borrowing rate available to the electric provider during the appropriate period. Any regulatory assets or liabilities resulting
from the recovery costs of renewable energy or advanced cleaner energy attributable to renewable energy standards
through the power supply cost recovery clause under section 6j of 1939 PA 3, MCL 460.6j, shall continue to be reconciled
under that section.

(4) If an electric provider’s incremental costs of compliance in any given month during the 20-year period beginning
when the electric provider’s plan is approved by the commission are in excess of the revenue recovery mechanism
as adjusted under section 49 and in excess of the balance of any accumulated reserve funds, subject to the minimum
balance established under section 21, the electric provider shall immediately notify the commission. The commission
shall promptly commence a contested case hearing pursuant to the administrative procedures act of 1969, 1969 PA 306,
MCL 24.201 to 24.328, and modify the revenue recovery mechanism so that the minimum balance is restored. However,
if the commission determines that recovery of the incremental costs of compliance would otherwise exceed the maximum
retail rate impacts specified under section 45, it shall set the revenue recovery mechanism for that electric provider to
correspond to the maximum retail rate impacts. Excess costs shall be accrued and deferred for recovery. Not later than the
expiration of the 20-year period beginning when the electric provider’s plan is approved by the commission, for an electric
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provider whose rates are regulated by the commission, the commission shall determine the amount of deferred costs to
be recovered under the revenue recovery mechanism and the recovery period, which shall not extend more than 5 years
beyond the expiration of the 20-year period beginning when the electric provider’s plan is approved by the commission.
The recovery of excess costs shall be proportional to the retail rate impact limits in section 45 for each customer class.
The recovery of excess costs alone, or, if begun before the expiration of the 20-year period, in combination with the
recovery of incremental costs of compliance under the revenue recovery mechanism, shall not exceed the retail rate
impact limits of section 45 for each customer class.

(5) If, at the expiration of the 20-year period beginning when the electric provider’s plan is approved by the commission,
an electric provider whose rates are regulated by the commission has a regulatory liability, the refund to customer classes
shall be proportional to the amounts paid by those customer classes under the revenue recovery mechanism.

(6) After achieving compliance with the renewable energy standard for 2015, the actual costs reasonably and prudently
incurred to continue to comply with this subpart both during and after the conclusion of the 20-year period beginning
when the electric provider’s plan is approved by the commission shall be considered costs of service. The commission
shall determine a mechanism for an electric provider whose rates are regulated by the commission to recover these costs
in its retail electric rates, subject to the retail rate impact limits in section 45. Remaining and future regulatory assets
shall be recovered consistent with subsections (2) and (3) and section 49.

Sec. 49. (1) This section applies only to an electric provider whose rates are regulated by the commission. Concurrent
with the submission of each report under section 51, the commission shall commence an annual proceeding, to be known
as a renewable cost reconciliation, for each electric provider whose rates are regulated by the commission. The renewable
cost reconciliation proceeding shall be conducted as a contested case pursuant to the administrative procedures act of
1969, 1969 PA 306, MCL 24.201 to 24.328. Reasonable discovery shall be permitted before and during the reconciliation
proceeding to assist in obtaining evidence concerning reconciliation issues including, but not limited to, the reasonableness
and prudence of expenditures and the amounts collected pursuant to the revenue recovery mechanism.

(2) At the renewable cost reconciliation, an electric provider may propose any necessary modifications of the revenue
recovery mechanism to ensure the electric provider’s recovery of its incremental cost of compliance with the renewable
energy standards.

(3) The commission shall reconcile the pertinent revenues recorded and the allowance for the nonvolumetric revenue
recovery mechanism with the amounts actually expensed and projected according to the electric provider’s plan for
compliance. The commission shall consider any issue regarding the reasonableness and prudence of expenses for which
customers were charged in the relevant reconciliation period. In its order, the commission shall do all of the following:

(a) Make a determination of an electric provider’s compliance with the renewable energy standards, subject to section 31.

(b) Adjust the revenue recovery mechanism for the incremental costs of compliance. The commission shall ensure that
the retail rate impacts under this renewable cost reconciliation revenue recovery mechanism do not exceed the maximum
retail rate impacts specified under section 45. The commission shall ensure that the recovery mechanism is projected to
maintain a minimum balance of accumulated reserve so that a regulatory asset does not accrue.

(c) Establish the price per megawatt hour for renewable energy and advanced cleaner energy capacity and for renewable
energy and advanced cleaner energy to be recovered through the power supply cost recovery clause under section 6j of
1939 PA 3, MCL 460.6j, as outlined in section 47(2)(b)(iv).

(d) Adjust, if needed, the minimum balance of accumulated reserve funds established under section 21.

(4) If an electric provider has recorded a regulatory liability in any given month during the 20-year period beginning
when the electric provider’s plan is approved by the commission, interest on the regulatory liability balance shall be
accrued at the average short-term borrowing rate available to the electric provider during the appropriate period, and shall
be used to fund incremental costs of compliance incurred in subsequent periods within the 20-year period beginning when
the electric provider’s plan is approved by the commission.

Sec. 51. (1) By a time determined by the commission, each electric provider shall submit to the commission an annual
report that provides information relating to the actions taken by the electric provider to comply with the renewable energy
standards. By that same time, a municipally-owned electric utility shall submit a copy of the report to the governing body
of the municipally-owned electric utility, and a cooperative electric utility shall submit a copy of the report to its board
of directors.

(2) An annual report under subsection (1) shall include all of the following information:

(a) The amount of electricity and renewable energy credits that the electric provider generated or acquired from
renewable energy systems during the reporting period and the amount of renewable energy credits that the electric
provider acquired, sold, traded, or otherwise transferred during the reporting period.

(b) The amount of electricity that the electric provider generated or acquired from advanced cleaner energy systems
pursuant to this act during the reporting period.

(c) The capacity of each renewable energy system and advanced cleaner energy system owned, operated, or controlled
by the electric provider, the total amount of electricity generated by each renewable energy system or advanced cleaner
energy system during the reporting period, and the percentage of that total amount of electricity from each renewable
energy system that was generated directly from renewable energy.
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(d) Whether, during the reporting period, the electric provider began construction on, acquired, or placed into operation
a renewable energy system or advanced cleaner energy system.

(e) Expenditures made in the past year and anticipated future expenditures to comply with this subpart.

(f) Any other information that the commission determines necessary.

(3) Concurrent with the submission of each report under subsection (1), a municipally-owned electric utility shall
submit a summary of the report to its customers in their bills with a bill insert and to its governing body. Concurrent
with the submission of each report under subsection (1), a cooperative electric utility shall submit a summary of the
report to its members in a periodical issued by an association of rural electric cooperatives and to its board of directors.
A municipally-owned electric utility or cooperative electric provider shall make a copy of the report available at its office
and shall post a copy of the report on its website. A summary under this section shall indicate that a copy of the report
is available at the office or website.

(4) The commission shall monitor reports submitted under subsection (1) and ensure that actions taken under this act
by electric providers serving customers in the same distribution territory do not create an unfair competitive advantage
for any of those electric providers.

(5) By February 15, 2011 and each year thereafter, the commission shall submit to the standing committees of the
senate and house of representatives with primary responsibility for energy and environmental issues a report that does all
of the following:

(a) Summarizes data collected under this section.

(b) Discusses the status of renewable energy and advanced cleaner energy in this state and the effect of this subpart
and subpart B on electricity prices.

(c) For each of the different types of renewable energy sold at retail in this state, specifies the difference between the
cost of the renewable energy and the cost of electricity generated from new conventional coal-fired electric generating
facilities.

(d) Discusses how the commission is fulfilling the requirements of subsection (4).

(e) Evaluates whether this subpart has been cost-effective.

(f) Provides a comparison of the cost effectiveness of the methods of an electric utility with 1,000,000 or more retail
customers in this state as of January 1, 2008 obtaining renewable energy credits under the options described in section 33.

(g) Describes the impact of this subpart on employment in this state. The commission shall consult with other
appropriate agencies of the department of labor and economic growth in the development of this information.

(h) Describes the effect of the percentage limits under section 27(7) on the development of advanced cleaner energy.

(1) Makes any recommendations the commission may have concerning amendments to this subpart, including changes
in the percentage limits under section 27(7), or changes in the definition of renewable energy resource or renewable
energy system to reflect environmentally preferable technology.

(6) The department of labor and economic growth shall maintain on the department’s website a copy of the commission’s
most recent report under subsection (5).

Sec. 53. (1) If an electric provider whose rates are regulated by the commission fails to meet a renewable energy credit
standard by the applicable deadline, subject to any extensions under section 31, both of the following apply:

(a) The electric provider shall purchase sufficient renewable energy credits necessary to meet the renewable energy
credit standard.

(b) The electric provider shall not recover from its ratepayers the cost of purchasing renewable energy credits under
subdivision (a) if the commission finds that the electric provider did not make a good faith effort to meet the renewable
energy standard, subject to any extensions under section 31.

(2) The attorney general or any customer of a cooperative electric utility that has elected to become member-regulated
under the electric cooperative member-regulation act, 2008 PA 167, MCL 460.31 to 460.39, may commence a civil
action for injunctive relief against such a cooperative electric utility if the electric provider fails to meet the applicable
requirements of this subpart or an order issued or rule promulgated under this subpart.

(3) An action under subsection (2) shall be commenced in the circuit court for the circuit in which the principal office
of the cooperative electric utility that has elected to become member-regulated is located. An action shall not be filed
under subsection (2) unless the prospective plaintiff has given the prospective defendant and the commission at least
60 days’ written notice of the prospective plaintiff’s intent to sue, the basis for the suit, and the relief sought. Within
30 days after the prospective defendant receives written notice of the prospective plaintiff’s intent to sue, the prospective
defendant and plaintiff shall meet and make a good faith attempt to determine if there is a credible basis for the action.
If both parties agree that there is a credible basis for the action, the prospective defendant shall take all reasonable and
prudent steps necessary to comply with the applicable requirements of this subpart within 90 days of the meeting.

(4) In issuing a final order in an action brought under subsection (2), the court may award costs of litigation, including
reasonable attorney and expert witness fees, to the prevailing or substantially prevailing party.

(5) Upon receipt of a complaint by an alternative electric supplier’s customer or on the commission’s own motion,
the commission may conduct a contested case to review allegations that the alternative electric supplier has violated this
subpart or an order issued or rule promulgated under this subpart. If the commission finds, after notice and hearing, that
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an alternative electric supplier has violated this subpart or an order issued or rule promulgated under this subpart, the
commission shall do 1 or more of the following:

(a) Revoke the license of the alternative electric supplier.

(b) Issue a cease and desist order.

(c) Order the alternative electric supplier to pay a civil fine of not less than $5,000.00 or more than $50,000.00 for each
violation.

(6) Upon receipt of a complaint by any customer of a municipally-owned electric utility or upon the commission’s
own motion, the commission may review allegations that the municipally-owned electric utility has violated this subpart
or an order issued or rule promulgated under this subpart. If the commission finds, after notice and hearing, that a
municipally-owned electric utility has violated this subpart or an order issued or rule promulgated under this subpart, the
commission shall advise the attorney general. The attorney general may commence a civil action for injunctive relief against
the municipally-owned electric utility in the circuit court for the circuit in which the principal office of the municipally-owned
electric utility is located.

(7) In issuing a final order in an action brought under subsection (6), the court may award costs of litigation, including
reasonable attorney and expert witness fees, to the prevailing or substantially prevailing party.

SUBPART B. ENERGY OPTIMIZATION

Sec. 71. (1) A provider shall file a proposed energy optimization plan with the commission within the following time
period:

(a) For a provider whose rates are regulated by the commission, 90 days after the commission enters a temporary order
under section 171.

(b) For a cooperative electric utility that has elected to become member-regulated under the electric cooperative
member regulation act, 2008 PA 167, MCL 460.31 to 460.39, or a municipally-owned electric utility, 120 days after the
commission enters a temporary order under section 171.

(2) The overall goal of an energy optimization plan shall be to reduce the future costs of provider service to customers.
In particular, an EO plan shall be designed to delay the need for constructing new electric generating facilities and thereby
protect consumers from incurring the costs of such construction. The proposed energy optimization plan shall be subject
to approval in the same manner as an electric provider’s renewable energy plan under subpart A. A provider may combine
its energy optimization plan with its renewable energy plan.

(3) An energy optimization plan shall do all of the following:

(a) Propose a set of energy optimization programs that include offerings for each customer class, including low income
residential. The commission shall allow providers flexibility to tailor the relative amount of effort devoted to each
customer class based on the specific characteristics of their service territory.

(b) Specify necessary funding levels.

(c) Describe how energy optimization program costs will be recovered as provided in section 89(2).

(d) Ensure, to the extent feasible, that charges collected from a particular customer rate class are spent on energy
optimization programs for that rate class.

(e) Demonstrate that the proposed energy optimization programs and funding are sufficient to ensure the achievement
of applicable energy optimization standards.

(f) Specify whether the number of megawatt hours of electricity or decatherms or MCFs of natural gas used in the
calculation of incremental energy savings under section 77 will be weather-normalized or based on the average number
of megawatt hours of electricity or decatherms or MCFs of natural gas sold by the provider annually during the previous
3 years to retail customers in this state. Once the plan is approved by the commission, this option shall not be changed.

(g) Demonstrate that the provider’s energy optimization programs, excluding program offerings to low income
residential customers, will collectively be cost-effective.

(h) Provide for the practical and effective administration of the proposed energy optimization programs. The commission
shall allow providers flexibility in designing their energy optimization programs and administrative approach. A provider’s
energy optimization programs or any part thereof, may be administered, at the provider’s option, by the provider, alone
or jointly with other providers, by a state agency, or by an appropriate experienced nonprofit organization selected after
a competitive bid process.

(1) Include a process for obtaining an independent expert evaluation of the actual energy optimization programs to
verify the incremental energy savings from each energy optimization program for purposes of section 77. All such
evaluations shall be subject to public review and commission oversight.

(4) Subject to subsection (5), an energy optimization plan may do 1 or more of the following:

(a) Utilize educational programs designed to alter consumer behavior or any other measures that can reasonably be
used to meet the goals set forth in subsection (2).

(b) Propose to the commission measures that are designed to meet the goals set forth in subsection (1) and that provide
additional customer benefits.

(5) Expenditures under subsection (4) shall not exceed 3% of the costs of implementing the energy optimization
plan.
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Sec. 73. (1) A provider’s energy optimization plan shall be filed, reviewed, and approved or rejected by the commission
and enforced subject to the same procedures that apply to a renewable energy plan.

(2) The commission shall not approve a proposed energy optimization plan unless the commission determines that the
EO plan meets the utility system resource cost test and is reasonable and prudent. In determining whether the EO plan is
reasonable and prudent, the commission shall review each element and consider whether it would reduce the future cost
of service for the provider’s customers. In addition, the commission shall consider at least all of the following:

(a) The specific changes in customers’ consumption patterns that the proposed EO plan is attempting to influence.

(b) The cost and benefit analysis and other justification for specific programs and measures included in a proposed
EO plan.

(c) Whether the proposed EO plan is consistent with any long-range resource plan filed by the provider with the
commission.

(d) Whether the proposed EO plan will result in any unreasonable prejudice or disadvantage to any class of customers.

(e) The extent to which the EO plan provides programs that are available, affordable, and useful to all customers.

Sec. 75. An energy optimization plan of a provider whose rates are regulated by the commission may authorize a
commensurate financial incentive for the provider for exceeding the energy optimization performance standard. Payment
of any financial incentive authorized in the EO plan is subject to the approval of the commission. The total amount of a
financial incentive shall not exceed the lesser of the following amounts:

(a) 25% of the net cost reductions experienced by the provider’s customers as a result of implementation of the energy
optimization plan.

(b) 15% of the provider’s actual energy efficiency program expenditures for the year.

Sec. 77. (1) Except as provided in section 81 and subject to the sales revenue expenditure limits in section 89, an
electric provider’s energy optimization programs under this subpart shall collectively achieve the following minimum
energy savings:

(a) Biennial incremental energy savings in 2008-2009 equivalent to 0.3% of total annual retail electricity sales in
megawatt hours in 2007.

(b) Annual incremental energy savings in 2010 equivalent to 0.5% of total annual retail electricity sales in megawatt
hours in 2009.

(c) Annual incremental energy savings in 2011 equivalent to 0.75% of total annual retail electricity sales in megawatt
hours in 2010.

(d) Annual incremental energy savings in 2012, 2013, 2014, and 2015 and, subject to section 97, each year thereafter
equivalent to 1.0% of total annual retail electricity sales in megawatt hours in the preceding year.

(2) If an electric provider uses load management to achieve energy savings under its energy optimization plan, the
minimum energy savings required under subsection (1) shall be adjusted by an amount such that the ratio of the minimum
energy savings to the sum of maximum expenditures under section 89 and the load management expenditures remains
constant.

(3) A natural gas provider shall meet the following minimum energy optimization standards using energy efficiency
programs under this subpart:

(a) Biennial incremental energy savings in 2008-2009 equivalent to 0.1% of total annual retail natural gas sales in
decatherms or equivalent MCFs in 2007.

(b) Annual incremental energy savings in 2010 equivalent to 0.25% of total annual retail natural gas sales in decatherms
or equivalent MCFs in 2009.

(c) Annual incremental energy savings in 2011 equivalent to 0.5% of total annual retail natural gas sales in decatherms
or equivalent MCFs in 2010.

(d) Annual incremental energy savings in 2012, 2013, 2014, and 2015 and, subject to section 97, each year thereafter
equivalent to 0.75% of total annual retail natural gas sales in decatherms or equivalent MCFs in the preceding year.

(4) Incremental energy savings under subsection (1) or (3) for the 2008-2009 biennium or any year thereafter shall
be determined for a provider by adding the energy savings expected to be achieved during a 1-year period by energy
optimization measures implemented during the 2008-2009 biennium or any year thereafter under any energy efficiency
programs consistent with the provider’s energy efficiency plan.

(5) For purposes of calculations under subsection (1) or (3), total annual retail electricity or natural gas sales in a year
shall be based on 1 of the following at the option of the provider as specified in its energy optimization plan:

(a) The number of weather-normalized megawatt hours or decatherms or equivalent MCFs sold by the provider to retail
customers in this state during the year preceding the biennium or year for which incremental energy savings are being
calculated.

(b) The average number of megawatt hours or decatherms or equivalent MCFs sold by the provider during the 3 years
preceding the biennium or year for which incremental energy savings are being calculated.

(6) For any year after 2012, an electric provider may substitute renewable energy credits associated with renewable
energy generated that year from a renewable energy system constructed after the effective date of this act, advanced
cleaner energy credits other than credits from industrial cogeneration using industrial waste energy, load management
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that reduces overall energy usage, or a combination thereof for energy optimization credits otherwise required to meet
the energy optimization performance standard, if the substitution is approved by the commission. The commission shall
not approve a substitution unless the commission determines that the substitution is cost-effective and, if the substitution
involves advanced cleaner energy credits, that the advanced cleaner energy system provides carbon dioxide emissions
benefits. In determining whether the substitution of advanced cleaner energy credits is cost-effective compared to other
available energy optimization measures, the commission shall consider the environmental costs related to the advanced
cleaner energy system, including the costs of environmental control equipment or greenhouse gas constraints or taxes. The
commission’s determinations shall be made after a contested case hearing that includes consultation with the department
of environmental quality on the issue of carbon dioxide emissions benefits, if relevant, and environmental costs.

(7) Renewable energy credits, advanced cleaner energy credits, load management that reduces overall energy usage,
or a combination thereof shall not be used by a provider to meet more than 10% of the energy optimization standard.
Substitutions for energy optimization credits shall be made at the following rates per energy optimization credit:

(a) 1 renewable energy credit.

(b) 1 advanced cleaner energy credit from plasma arc gasification.

(c) 4 advanced cleaner energy credits other than from plasma arc gasification.

Sec. 79. Advanced cleaner energy systems that are the source of the advanced cleaner energy credits used under
section 77 shall be either located outside this state in the service territory of any electric provider that is not an alternative
electric supplier or located anywhere in this state.

Sec. 81. (1) This section applies to electric providers that meet both of the following requirements:

(a) Serve not more than 200,000 customers in this state.

(b) Had average electric rates for residential customers using 1,000 kilowatt hours per month that are less than 75% of
the average electric rates for residential customers using 1,000 kilowatt hours per month for all electric utilities in this
state, according to the January 1, 2007, “comparison of average rates for MPSC-regulated electric utilities in Michigan”
compiled by the commission.

(2) Beginning 2 years after a provider described in subsection (1) begins implementation of its energy optimization
plan, the provider may petition the commission to establish alternative energy optimization standards. The petition shall
identify the efforts taken by the provider to meet the electric provider energy optimization standards and demonstrate
why the energy optimization standards cannot reasonably be met with energy optimization programs that are collectively
cost-effective. If the commission finds that the petition meets the requirements of this subsection, the commission shall
revise the energy optimization standards as applied to that electric provider to a level that can reasonably be met with
energy optimization programs that are collectively cost-effective.

Sec. 83. (1) One energy optimization credit shall be granted to a provider for each megawatt hour of annual incremental
energy savings achieved through energy optimization.

(2) An energy optimization credit expires as follows:

(a) When used by a provider to comply with its energy optimization performance standard.

(b) When substituted for a renewable energy credit under section 27.

(c) As provided in subsection (3).

(3) If a provider’s incremental energy savings in the 2008-2009 biennium or any year thereafter exceed the applicable
energy optimization standard, the associated energy optimization credits may be carried forward and applied to the next
year’s energy optimization standard. However, all of the following apply:

(a) The number of energy optimization credits carried forward shall not exceed 1/3 of the next year’s standard. Any
energy optimization credits carried forward to the next year shall expire that year. Any remaining energy optimization
credits shall expire at the end of the year in which the incremental energy savings were achieved, unless substituted, by
an electric provider, for renewable energy credits under section 27.

(b) Energy optimization credits shall not be carried forward if, for its performance during the same biennium or year,
the provider accepts a financial incentive under section 75. The excess energy optimization credits shall expire at the
end of the year in which the incremental energy savings were achieved, unless substituted, by an electric provider, for
renewable energy credits under section 27.

Sec. 85. (1) An energy optimization credit is not transferable to another entity.

(2) The commission, in the 2011 report under section 97, shall make recommendations concerning a program for
transferability of energy optimization credits.

Sec. 87. The commission shall establish an energy optimization credit certification and tracking program. The certification
and tracking program may be contracted to and performed by a third party through a system of competitive bidding. The
program shall include all of the following:

(a) A determination of the date after which energy optimization must be achieved to be eligible for an energy
optimization credit.

(b) A method for ensuring that each energy optimization credit substituted for a renewable energy credit under section 27
or carried forward under section 83 is properly accounted for.
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(c) If the system is established by the commission, allowance for issuance and use of energy optimization credits in
electronic form.

Sec. 89. (1) The commission shall allow a provider whose rates are regulated by the commission to recover the
actual costs of implementing its approved energy optimization plan. However, costs exceeding the overall funding levels
specified in the energy optimization plan are not recoverable unless those costs are reasonable and prudent and meet the
utility system resource cost test. Furthermore, costs for load management undertaken pursuant to an energy optimization
plan are not recoverable as energy optimization program costs under this section, but may be recovered as described in
section 95.

(2) Under subsection (1), costs shall be recovered from all natural gas customers and from residential electric
customers by volumetric charges, from all other metered electric customers by per-meter charges, and from unmetered
electric customers by an appropriate charge, applied to utility bills as an itemized charge.

(3) For the electric primary customer rate class customers of electric providers and customers of natural gas providers
with an aggregate annual natural gas billing demand of more than 100,000 decatherms or equivalent MCFs for all sites in
the natural gas utility’s service territory, the cost recovery under subsection (1) shall not exceed 1.7% of total retail sales
revenue for that customer class. For electric secondary customers and for residential customers, the cost recovery shall
not exceed 2.2% of total retail sales revenue for those customer classes.

(4) Upon petition by a provider whose rates are regulated by the commission, the commission shall authorize the
provider to capitalize all energy efficiency and energy conservation equipment, materials, and installation costs with an
expected economic life greater than 1 year incurred in implementing its energy optimization plan, including such costs
paid to third parties, such as customer rebates and customer incentives. The provider shall also propose depreciation
treatment with respect to its capitalized costs in its energy optimization plan, and the commission shall order reasonable
depreciation treatment related to these capitalized costs. A provider shall not capitalize payments made to an independent
energy optimization program administrator under section 91.

(5) The established funding level for low income residential programs shall be provided from each customer rate class
in proportion to that customer rate class’s funding of the provider’s total energy optimization programs. Charges shall be
applied to distribution customers regardless of the source of their electricity or natural gas supply.

(6) The commission shall authorize a natural gas provider that spends a minimum of 0.5% of total natural gas
retail sales revenues, including natural gas commodity costs, in a year on commission-approved energy optimization
programs to implement a symmetrical revenue decoupling true-up mechanism that adjusts for sales volumes that are
above or below the projected levels that were used to determine the revenue requirement authorized in the natural gas
provider’s most recent rate case. In determining the symmetrical revenue decoupling true-up mechanism utilized for each
provider, the commission shall give deference to the proposed mechanism submitted by the provider. The commission
may approve an alternative mechanism if the commission determines that the alternative mechanism is reasonable and
prudent. The commission shall authorize the natural gas provider to decouple rates regardless of whether the natural gas
provider’s energy optimization programs are administered by the provider or an independent energy optimization program
administrator under section 91.

(7) A natural gas provider or an electric provider shall not spend more than the following percentage of total utility
retail sales revenues, including electricity or natural gas commodity costs, in any year to comply with the energy
optimization performance standard without specific approval from the commission:

(a) In 2009, 0.75% of total retail sales revenues for 2007.

(b) In 2010, 1.0% of total retail sales revenues for 2008.

(c) In 2011, 1.5% of total retail sales revenues for 2009.

(d) In 2012 and each year thereafter, 2.0% of total retail sales revenues for the 2 years preceding.

Sec. 91. (1) Except for section 89(6), sections 71 to 89 do not apply to a provider that pays the following percentage
of total utility sales revenues, including electricity or natural gas commodity costs, each year to an independent energy
optimization program administrator selected by the commission:

(a) In 2009, 0.75% of total retail sales revenues for 2007.

(b) In 2010, 1.0% of total retail sales revenues for 2008.

(c) In 2011, 1.5% of total retail sales revenues for 2009.

(d) In 2012 and each year thereafter, 2.0% of total retail sales revenues for the 2 years preceding.

(2) An alternative compliance payment received from a provider by the energy optimization program administrator
under subsection (1) shall be used to administer energy efficiency programs for the provider. Money unspent in a year
shall be carried forward to be spent in the subsequent year.

(3) The commission shall allow a provider to recover an alternative compliance payment under subsection (1). This
cost shall be recovered from residential customers by volumetric charges, from all other metered customers by per-meter
charges, and from unmetered customers by an appropriate charge, applied to utility bills.

(4) An alternative compliance payment under subsection (1) shall only be used to fund energy optimization programs
for that provider’s customers. To the extent feasible, charges collected from a particular customer rate class and paid to
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the energy optimization program administrator under subsection (1) shall be devoted to energy optimization programs and
services for that rate class.

(5) Money paid to the energy optimization program administrator under subsection (1) and not spent by the administrator
that year shall remain available for expenditure the following year, subject to the requirements of subsection (4).

(6) The commission shall select a qualified nonprofit organization to serve as an energy optimization program administrator
under this section, through a competitive bid process.

(7) The commission shall arrange for a biennial independent audit of the energy optimization program administrator.

Sec. 93. (1) An eligible primary or secondary electric customer is exempt from charges the customer would otherwise
incur under section 89 or 91 if the customer files with its electric provider and implements a self-directed energy
optimization plan as provided in this section.

(2) Eligibility requirements for the exemption under subsection (1) are as follows:

(a) In 2009 or 2010, the customer must have had an annual peak demand in the preceding year of at least 2 megawatts
at each site to be covered by the self-directed plan or 10 megawatts in the aggregate at all sites to be covered by the
plan.

(b) In 2011, 2012, or 2013, the customer or customers must have had an annual peak demand in the preceding year of
at least 1 megawatt at each site to be covered by the self-directed plan or 5 megawatts in the aggregate at all sites to be
covered by the plan.

(c) In 2014 or any year thereafter, the customer or customers must have had an annual peak demand in the preceding
year of at least 1 megawatt in the aggregate at all sites to be covered by the self-directed plan.

(3) The commission shall by order establish the rates, terms, and conditions of service for customers related to this
subpart.

(4) The commission shall by order do all of the following:

(a) Require a customer to utilize the services of an energy optimization service company to develop and implement a
self-directed plan. This subdivision does not apply to a customer that had an annual peak demand in the preceding year
of at least 2 megawatts at each site to be covered by the self-directed plan or 10 megawatts in the aggregate at all sites
to be covered by the self-directed plan.

(b) Provide a mechanism to recover from customers under subdivision (a) the costs for provider level review and
evaluation.

(c) Provide a mechanism to cover the costs of the low income energy optimization program under section 89.

(5) All of the following apply to a self-directed energy optimization plan under subsection (1):

(a) The self-directed plan shall be a multiyear plan for an ongoing energy optimization program.

(b) The self-directed plan shall provide for aggregate energy savings that for each year meet or exceed the energy
optimization performance standards based on the electricity purchases in the previous year for the site or sites covered
by the self-directed plan.

(c) Under the self-directed plan, energy optimization shall be calculated based on annual electricity usage. Annual
electricity usage shall be normalized so that none of the following are included in the calculation of the percentage of
incremental energy savings:

(i) Changes in electricity usage because of changes in business activity levels not attributable to energy optimization.

(i) Changes in electricity usage because of the installation, operation, or testing of pollution control equipment.

(d) The self-directed plan shall specify whether electricity usage will be weather-normalized or based on the average
number of megawatt hours of electricity sold by the electric provider annually during the previous 3 years to retail
customers in this state. Once the self-directed plan is submitted to the provider, this option shall not be changed.

(e) The self-directed plan shall outline how the customer intends to achieve the incremental energy savings specified
in the self-directed plan.

(6) A self-directed energy optimization plan shall be incorporated into the relevant electric provider’s energy
optimization plan. The self-directed plan and information submitted by the customer under subsection (9) are confidential
and exempt from disclosure under the freedom of information act, 1976 PA 442, MCL 15.231 to 15.246. Projected
energy savings from measures implemented under a self-directed plan shall be attributed to the relevant provider’s energy
optimization programs for the purposes of determining annual incremental energy savings achieved by the provider under
section 77 or 81, as applicable.

(7) Once a customer begins to implement a self-directed plan at a site covered by the self-directed plan, that site is
exempt from energy optimization program charges under section 89 or 91 and is not eligible to participate in the relevant
electric provider’s energy optimization programs.

(8) A customer implementing a self-directed energy optimization plan under this section shall submit to the customer’s
electric provider every 2 years a brief report documenting the energy efficiency measures taken under the self-directed
plan during that 2-year period, and the corresponding energy savings that will result. The report shall provide sufficient
information for the provider and the commission to monitor progress toward the goals in the self-directed plan and
to develop reliable estimates of the energy savings that are being achieved from self-directed plans. A customer shall
promptly notify the provider if the customer fails to achieve incremental energy savings as set forth in its self-directed
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plan for a year that will be the first year covered by the next biannual report. If a customer submitting a report or notice
under this subsection wishes to amend its self-directed plan, the customer shall submit with the report or notice an
amended self-directed plan. A report under this subsection shall be accompanied by an affidavit from a knowledgeable
official of the customer that the information in the report is true and correct to the best of the official’s knowledge
and belief. If the customer has retained an independent energy optimization service company, the requirements of this
subsection shall be met by the energy optimization service company.

(9) An electric provider shall provide an annual report to the commission that identifies customers implementing
self-directed energy optimization plans and summarizes the results achieved cumulatively under those self-directed plans.
The commission may request additional information from the electric provider. If the commission has sufficient reason
to believe the information is inaccurate or incomplete, it may request additional information from the customer to ensure
accuracy of the report.

(10) If the commission determines after a contested case hearing that the minimum energy optimization goals under
subsection (5)(b) have not been achieved at the sites covered by a self-directed plan, in aggregate, the commission shall
order the customer or customers collectively to pay to this state an amount calculated as follows:

(a) Determine the proportion of the shortfall in achieving the minimum energy optimization goals under
subsection (5)(b).

(b) Multiply the figure under subdivision (a) by the energy optimization charges from which the customer or customers
collectively were exempt under subsection (1).

(c) Multiply the product under subdivision (b) by a number not less than 1 or greater than 2, as determined by the
commission based on the reasons for failure to meet the minimum energy optimization goals.

(11) If a customer has submitted a self-directed plan to an electric provider, the customer, the customer’s energy
optimization service company, if applicable, or the electric provider shall provide a copy of the self-directed plan to the
commission upon request.

(12) By September 1, 2010, following a public hearing, the commission shall establish an approval process for energy
optimization service companies. The approval process shall ensure that energy optimization service companies have the
expertise, resources, and business practices to reliably provide energy optimization services that meet the requirements of
this section. The commission may adopt by reference the past or current standards of a national or regional certification
or licensing program for energy optimization service companies. However, the approval process shall also provide
an opportunity for energy optimization service companies that are not recognized by such a program to be approved
by posting a bond in an amount determined by the commission and meeting any other requirements adopted by the
commission for the purposes of this subsection. The approval process for energy optimization service companies shall
require adherence to a code of conduct governing the relationship between energy optimization service companies and
electric providers.

(13) The department of labor and economic growth shall maintain on the department’s website a list of energy
optimization service companies approved under subsection (12).

Sec. 95. (1) The commission shall do all of the following:

(a) Promote load management in appropriate circumstances.

(b) Actively pursue increasing public awareness of load management techniques.

(c) Engage in regional load management efforts to reduce the annual demand for energy whenever possible.

(d) Work with residential, commercial, and industrial customers to reduce annual demand and conserve energy through
load management techniques and other activities it considers appropriate. The commission shall file a report with the
legislature by December 31, 2010 on the effort to reduce peak demand. The report shall also include any recommendations
for legislative action concerning load management that the commission considers necessary.

(2) The commission may allow a provider whose rates are regulated by the commission to recover costs for load
management undertaken pursuant to an energy optimization plan through base rates as part of a proceeding under section 6
of 1939 PA 3, MCL 460.6, if the costs are reasonable and prudent and meet the utility systems resource cost test.

(3) The commission shall do all of the following:

(a) Promote energy efficiency and energy conservation.

(b) Actively pursue increasing public awareness of energy conservation and energy efficiency.

(c) Actively engage in energy conservation and energy efficiency efforts with providers.

(d) Engage in regional efforts to reduce demand for energy through energy conservation and energy efficiency.

(e) By November 30, 2009, and each year thereafter, submit to the standing committees of the senate and house of
representatives with primary responsibility for energy and environmental issues a report on the effort to implement
energy conservation and energy efficiency programs or measures. The report may include any recommendations of the
commission for energy conservation legislation.

(4) This subpart does not limit the authority of the commission, following an integrated resource plan proceeding and
as part of a rate-making process, to allow a provider whose rates are regulated by the commission to recover for additional
prudent energy efficiency and energy conservation measures not included in the provider’s energy optimization plan if the
provider has met the requirements of the energy optimization program.
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Sec. 97. (1) By a time determined by the commission, each provider shall submit to the commission an annual report
that provides information relating to the actions taken by the provider to comply with the energy optimization standards.
By that same time, a municipally-owned electric utility shall submit a copy of the report to the governing body of the
municipally-owned electric utility, and a cooperative electric utility shall submit a copy of the report to its board of
directors.

(2) An annual report under subsection (1) shall include all of the following information:

(a) The number of energy optimization credits that the provider generated during the reporting period.

(b) Expenditures made in the past year and anticipated future expenditures to comply with this subpart.

(c) Any other information that the commission determines necessary.

(3) Concurrent with the submission of each report under subsection (1), a municipally-owned electric utility shall
submit a summary of the report to its customers in their bills with a bill insert and to its governing body. Concurrent
with the submission of each report under subsection (1), a cooperative electric utility shall submit a summary of the
report to its members in a periodical issued by an association of rural electric cooperatives and to its board of directors.
A municipally-owned electric utility or cooperative electric provider shall make a copy of the report available at its office
and shall post a copy of the report on its website. A summary under this section shall indicate that a copy of the report
is available at the office or website.

(4) Not later than | year after the effective date of this act, the commission shall submit a report on the potential
rate impacts on all classes of customers if the electric providers whose rates are regulated by the commission decouple
rates. The report shall be submitted to the standing committees of the senate and house of representatives with primary
responsibility for energy and environmental issues. The commission’s report shall review whether decoupling would be
cost-effective and would reduce the overall consumption of fossil fuels in this state.

(5) By October 1, 2010, the commission shall submit to the committees described in subsection (4) any recommendations
for legislative action to increase energy conservation and energy efficiency based on reports under subsection (1), the
energy optimization plans approved under section 89, and the commission’s own investigation. By March 1, 2013, the
commission shall submit to those committees a report on the progress of electric providers in achieving reductions in
energy use. The commission may use an independent evaluator to review the submissions by electric providers.

(6) By February 15, 2011 and each year thereafter and by September 30, 2015, the commission shall submit to the
committees described in subsection (4) a report that evaluates and determines whether this subpart and subpart A have
each been cost-effective and makes recommendations to the legislature. The report shall be combined with any concurrent
report by the commission under section 51.

(7) The report required by September 30, 2015 under subsection (6) shall also review the opportunities for additional
cost-effective energy optimization programs and make any recommendations the commission may have for legislation
providing for the continuation, expansion, or reduction of energy optimization standards. That report shall also include
the commission’s determinations of all of the following:

(a) The percentage of total energy savings required by the energy optimization standards that have actually been
achieved by each electric provider and by all electric providers cumulatively.

(b) The percentage of total energy savings required by the energy optimization standards that have actually been
achieved by each natural gas provider and by all natural gas providers cumulatively.

(c) For each provider, whether that provider’s program under this subpart has been cost-effective.

(8) If the commission determines in its report required by September 30, 2015 under subsection (6) or determines
subsequently that a provider’s energy optimization program under this subpart has not been cost-effective, the provider’s
program is suspended beginning 180 days after the date of the report or subsequent determination. If a provider’s energy
optimization program is suspended under this subsection, both of the following apply:

(a) The provider shall maintain cumulative incremental energy savings in megawatt hours or decatherms or equivalent
MCFs in subsequent years at the level actually achieved during the year preceding the year in which the commission’s
determination is made.

(b) The provider shall not impose energy optimization charges in subsequent years except to the extent necessary
to recover unrecovered energy optimization expenses incurred under this subpart before suspension of the provider’s
program.

SUBPART C. MISCELLANEOUS

Sec. 111. This part does not provide the commission with new authority with respect to municipally-owned electric
utilities except to the extent expressly provided in this act.

Sec. 113. Notwithstanding any other provision of this part, electricity or natural gas used in the installation, operation,
or testing of any pollution control equipment is exempt from the requirements of, and calculations of compliance required
under, this part.

PART 3. STATE GOVERNMENT ENERGY EFFICIENCY AND CONSERVATION

Sec. 131. It is the goal of this state to reduce state government grid-based energy purchases by 25% by 2015, when

compared to energy use and energy purchases for the state fiscal year ending September 30, 2002.
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Sec. 133. The department of management and budget, after consultation with the energy office in the department of
labor and economic growth, shall do all of the following:

(a) Establish a program for energy analyses of each state building that identifies opportunities for reduced energy use,
including the cost and energy savings for each such opportunity, and includes a completion schedule. Under the program,
the energy star assessment and rating program shall be extended to all buildings owned or leased by this state. An energy
analysis of each such building shall be conducted at least every 5 years. Within 1 year after the effective date of this act,
an energy analysis shall be conducted of any such building for which an energy analysis was not conducted within 5 years
before the effective date of this act. If building or facility modifications are allowed under the terms of a lease, the state
shall undertake any recommendations resulting from an energy audit to those facilities if the recommendations will save
money.

(b) Examine the cost and benefit of using LEED building code standards when constructing or remodeling a state
building.

(c) Before the state leases a building, examine the cost and benefit of leasing a building that meets LEED building
codes standards, or remodeling a building to meet such standards. The state shall take into consideration whether a
building has historical, architectural, or cultural significance that could be harmed by a lease not being renewed solely
based on the building’s failure to meet LEED criteria.

(d) Assist each state department in appointing an energy reduction coordinator to work with the department of
management and budget and the state energy office to reduce state energy use.

(e) Ensure that, during any renovation or construction of a state building, energy efficient products are used whenever
possible and that the state purchases energy efficient products whenever possible.

(f) Implement a program to educate state employees on how to conserve energy. The energy office and the department
of management and budget shall update the program every 3 years.

(g) Use more cost-effective lighting technologies, geothermal heat pumps, and other cost-effective technologies to
conserve energy.

(h) Reduce state government energy use during peak summer energy use seasons with the goal of achieving reductions
beginning in 2010.

(i) Create a web-based system for tracking energy efficiency and energy conservation projects occurring within state
government.

PART 4. WIND ENERGY RESOURCE ZONES

Sec. 141. As used in this part:

(a) “Construction” means any substantial action constituting placement or erection of the foundations or structures
supporting a transmission line. Construction does not include preconstruction activity or the addition of circuits to an
existing transmission line.

(b) “Route” means real property on or across which a transmission line is constructed or proposed to be constructed.

Sec. 143. Within 60 days after the effective date of this act, the commission shall create the wind energy resource zone
board. The board shall consist of 9 members, as follows:

(a) 1 member representing the commission.

(b) 2 members representing the electric utility industry.

(c) 1 member representing alternative electric suppliers.

(d) 1 member representing the attorney general.

(e) 1 member representing the renewable energy industry.

(f) 1 member representing cities and villages.

(g) 1 member representing townships.

(h) 1 member representing independent transmission companies.

(1) 1 member representing a statewide environmental organization.

(j) 1 member representing the public at large.

Sec. 145. (1) The wind energy resource zone board shall exercise its powers, duties, and decision-making authority
under this part independently of the commission.

(2) The board shall do all of the following:

(a) In consultation with local units of government, study all of the following:

(/) Wind energy production potential and the viability of wind as a source of commercial energy generation in this
state.

(ii) Availability of land in this state for potential utilization by wind energy conversion systems.

(b) Conduct modeling and other studies related to wind energy, including studying existing wind energy conversion
systems, estimates for additional wind energy conversion system development, and average annual recorded wind velocity
levels. The board’s studies should include examination of wind energy conversion system requests currently in the
applicable regional transmission organization’s generator interconnection queue.

(3) Within 240 days after the effective date of this act, issue a proposed report detailing its findings under subsection (2).
The board’s proposed report shall include the following:

(a) A list of regions in the state with the highest level of wind energy harvest potential.
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(b) A description of the estimated maximum and minimum wind generating capacity in megawatts that can be installed
in each identified region of this state.

(c) An estimate of the annual maximum and minimum energy production potential for each identified region of this
state.

(d) An estimate of the maximum wind generation capacity already in service in each identified region of this state.

(4) The board shall submit a copy of the proposed report under subsection (3) to the legislative body of each local unit
of government located in whole or part within any region listed in subsection (3)(a). The legislative body may submit
comments to the board on the proposed report within 63 days after the proposed report was submitted to the legislative
body. After the deadline for submitting comments on the proposed report, the board shall hold a public hearing on the
proposed report. The board may hold a separate public hearing in each region listed under subsection (3)(a). The board
shall give written notice of a public hearing under this subsection to the legislative body of each local unit of government
located in whole or part within the region or regions that are the subject of the hearing and shall publish the notice in a
newspaper of general circulation within the region or regions.

(5) Within 45 days after satisfying the requirements of subsection (4), the board shall issue a final report as described
in subsection (3).

(6) After the board issues its report under subsection (5), electric utilities, affiliated transmission companies and
independent transmission companies with transmission facilities within or adjacent to regions of this state identified in
the board’s report shall identify existing or new transmission infrastructure necessary to deliver maximum and minimum
wind energy production potential for each of those regions and shall submit this information to the board for its review.

(7) The board is dissolved 90 days after it issues its report under subsection (5).

Sec. 147. (1) Based on the board’s findings as reported under section 145, the commission shall, through a final order,
designate the area of this state likely to be most productive of wind energy as the primary wind energy resource zone and
may designate additional wind energy resource zones.

(2) A wind energy resource zone shall be created on land that is entirely within the boundaries of this state and shall
encompass a natural geographical area or region of this state. A wind zone shall exclude land that is zoned residential
when the board’s proposed report is issued under section 145, unless the land is subsequently zoned for nonresidential
use.

(3) In preparing its order, the commission shall evaluate projected costs and benefits in terms of the long-term
production capacity and long-term needs for transmission. The order shall ensure that the designation of a wind zone
does not represent an unreasonable threat to the public convenience, health, and safety and that any adverse impacts on
private property values are minimal. In determining the location of a wind zone, the commission shall consider all of the
following factors pursuant to the findings of the board:

(a) Average annual wind velocity levels in the region.

(b) Availability of land in the region that may be utilized by wind energy conversion systems.

(c) Existing wind energy conversion systems in the region.

(d) Potential for megawatt output of combined wind energy conversion systems in the region.

(e) Other necessary and appropriate factors as to which findings are required by the commission.

(4) In conjunction with the issuance of its order under subsection (1), the commission shall submit to the legislature a
report on the effect that setback requirements and noise limitations under local zoning or other ordinances may have on
wind energy development in wind energy resource zones. The report shall include any recommendations the commission
may have for legislation addressing these issues. Before preparing the report, the commission shall conduct hearings in
various areas of the state to receive public comment on the report.

Sec. 149. (1) To facilitate the transmission of electricity generated by wind energy conversion systems located in wind
energy resource zones, the commission may issue an expedited siting certificate for a transmission line to an electric
utility, affiliated transmission company, or independent transmission company as provided in this part.

(2) An electric utility, affiliated transmission company, or independent transmission company may apply to the
commission for an expedited siting certificate. An applicant may withdraw an application at any time.

(3) Before filing an application for an expedited siting certificate for a proposed transmission line under this part,
an electric utility, affiliated transmission company, or independent transmission company must receive any required
approvals from the applicable regional transmission organization for the proposed transmission line.

(4) Sixty days before seeking approval from the applicable regional transmission organization for a transmission line
as described in subsection (3), an electric utility, affiliated transmission company, or independent transmission company
shall notify the commission in writing that it will seek the approval.

(5) The commission shall represent this state’s interests in all proceedings before the applicable regional transmission
organization for which the commission receives notice under subsection (4).

Sec. 151. An application for an expedited siting certificate shall contain all of the following:

(a) Evidence that the proposed transmission line received any required approvals from the applicable regional
transmission organization.

(b) The planned date for beginning construction of the proposed transmission line.
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(c) A detailed description of the proposed transmission line, its route, and its expected configuration and use.

(d) Information addressing potential effects of the proposed transmission line on public health and safety.

(e) Information indicating that the proposed transmission line will comply with all applicable state and federal
environmental standards, laws, and rules.

(f) A description and evaluation of 1 or more alternate transmission line routes and a statement of why the proposed
route was selected.

(g) Other information reasonably required by commission rules.

Sec. 153. (1) Upon applying for a certificate, an electric utility, affiliated transmission company, or independent
transmission company shall give public notice in the manner and form the commission prescribes of an opportunity to
comment on and participate in a contested case with respect to the application. Notice shall be published in a newspaper of
general circulation in the relevant wind energy resource zone within a reasonable time period after an application is provided
to the commission and shall be sent to each affected municipality, electric utility, affiliated transmission company, and
independent transmission company and each affected landowner on whose property a portion of the proposed transmission
line will be constructed. The notice shall be written in plain, nontechnical, and easily understood terms and shall contain
a title that includes the name of the electric utility, affiliated transmission company, or independent transmission company
and the words “Notice of Intent to Construct a Transmission Line to Serve a Wind Energy Resource Zone”.

(2) The commission shall conduct a proceeding on the application for an expedited siting certificate as a contested case
under the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. Upon receiving an application for
a certificate, each affected municipality and each affected landowner shall be granted full intervener status as of right in
commission proceedings concerning the proposed transmission lines.

(3) The commission shall grant an expedited siting certificate if it determines that all of the following requirements are
met:

(a) The proposed transmission line will facilitate transmission of electricity generated by wind energy conversion
systems located in a wind energy resource zone.

(b) The proposed transmission line has received federal approval.

(c) The proposed transmission line does not represent an unreasonable threat to the public convenience, health, and
safety.

(d) The proposed transmission line will be of appropriate capability to enable the wind potential of the wind energy
resource zone to be realized.

(e) The proposed or alternate route to be authorized by the expedited siting certificate is feasible and reasonable.

(4) If the commission grants an expedited siting certificate for a transmission line under this part, the certificate
takes precedence over a conflicting local ordinance, law, rule, regulation, policy, or practice that prohibits or regulates
the location or construction of the transmission line. A zoning ordinance or limitation imposed after an electric utility,
affiliated transmission company, or independent transmission company files for a certificate shall not limit or impair the
transmission line’s construction, operation, or maintenance.

(5) In an eminent domain or other related proceeding arising out of or related to a transmission line for which a
certificate is issued, a certificate issued under this act is conclusive and binding as to the public convenience and necessity
for that transmission line and its compatibility with the public health and safety or any zoning or land use requirements
in effect when the application was filed.

(6) The commission has a maximum of 180 days to grant or deny an expedited siting certificate under this section.

Sec. 155. The commission shall make an annual report, summarizing the impact of establishing wind energy resource
zones, expedited transmission line siting applications, estimates for future wind generation within wind zones, and
recommendations for program enhancements or expansion, to the governor and the legislature on or before the first
Monday of March of each year.

Sec. 157. This part does not prohibit an electric utility, affiliated transmission company, or independent transmission
company from constructing a transmission line without obtaining an expedited siting certificate.

Sec. 159. (1) A commission order relating to any matter provided for under this part is subject to review as provided
in section 26 of 1909 PA 300, MCL 462.26.

(2) In administering this part, the commission has only those powers and duties granted to the commission under this
part.

Sec. 161. This part does not confer the power of eminent domain.

PART 5. NET METERING

Sec. 171. As used in this part, “electric utility” means any person or entity whose rates are regulated by the commission
for the purpose of selling electricity to retail customers in this state.

Sec. 173. (1) The commission shall establish a statewide net metering program by order issued not later than 180 days
after the effective date of this act. No later than 180 days after the effective date of this act, the commission shall
promulgate rules regarding any time limits on the submission of net metering applications or inspections of net metering
equipment and any other matters the commission considers necessary to implement this part. Any rules adopted regarding
time limits for approval of parallel operation shall recognize reliability and safety complications including those arising
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from equipment saturation, use of multiple technologies, and proximity to synchronous motor loads. The program shall
apply to all electric utilities and alternative electric suppliers in this state. Except as otherwise provided under this part,
customers of any class are eligible to interconnect eligible electric generators with the customer’s local electric utility
and operate the generators in parallel with the distribution system. The program shall be designed for a period of not
less than 10 years and limit each customer to generation capacity designed to meet only the customer’s electric needs.
The commission may waive the application, interconnection, and installation requirements of this part for customers
participating in the net metering program under the commission’s March 29, 2005 order in case No. U-14346.

(2) An electric utility or alternative electric supplier is not required to allow for net metering that is greater than 1%
of its in-state peak load for the preceding calendar year. The utility or supplier shall notify the commission if its net
metering program reaches the 1% requirement under this subsection. The 1% limit under this subsection shall be allocated
as follows:

(a) No more than 0.5% for customers with a system capable of generating 20 kilowatts or less.

(b) No more than 0.25% for customers with a system capable of generating more than 20 kilowatts but not more than
150 kilowatts.

(c) No more than 0.25% for customers with a system capable of generating more than 150 kilowatts.

(3) Selection of customers for participation in the net metering program shall be based on the order in which the
applications for participation in the net metering program are received by the electric utility or alternative electric
supplier.

(4) An electric utility or alternative electric supplier shall not refuse to provide or discontinue electric service to a
customer solely for the reason that the customer participates in the net metering program.

(5) The program created under subsection (1) shall include all of the following:

(a) Statewide uniform interconnection requirements for all eligible electric generators. The interconnection requirements
shall be designed to protect electric utility workers and equipment and the general public.

(b) Net metering equipment and its installation must meet all current local and state electric and construction code
requirements. Any equipment that is certified by a nationally recognized testing laboratory to IEEE 1547.1 testing
standards and in compliance with UL 1741 scope 1.1A, effective May 7, 2007, and installed in compliance with this part is
considered to be eligible equipment. Within the time provided by the commission in rules promulgated under subsection (1)
and consistent with good utility practice, protection of electric utility workers, protection of electric utility equipment,
and protection of the general public, an electric utility may study, confirm, and ensure that an eligible electric generator
installation at the customer’s site meets the IEEE 1547 anti-islanding requirements. Utility testing and approval of the
interconnection and execution of a parallel operating agreement must be completed prior to the equipment operating in
parallel with the distribution system of the utility.

(c) A uniform application form and process to be used by all electric utilities and alternative electric suppliers in this
state. Customers who are served by an alternative electric supplier shall submit a copy of the application to the electric
utility for the customer’s service area.

(d) Net metering customers with a system capable of generating 20 kilowatts or less qualify for true net metering.

(e) Net metering customers with a system capable of generating more than 20 kilowatts qualify for modified net
metering.

(6) Each electric utility and alternative electric supplier shall maintain records of all applications and up-to-date records
of all active eligible electric generators located within their service area.

Sec. 175. (1) An electric utility or alternative electric supplier may charge a fee not to exceed $100.00 to process
an application for net metering. A customer with a system capable of generating more than 20 kilowatts shall pay all
interconnection costs. A customer with a system capable of generating more than 150 kilowatts shall pay standby costs.
The commission shall recognize the reasonable cost for each electric utility and alternative electric supplier to operate a
net metering program. For an electric utility with 1,000,000 or more retail customers in this state, the commission shall
include in that utility’s nonfuel base rates all costs of meeting all program requirements except that all energy costs of
the program shall be recovered through the utility’s power supply cost recovery mechanism under sections 6j and 6k of
1939 PA 3, MCL 460.6j and 460.6k. For an electric utility with less than 1,000,000 base distribution customers in this
state, the commission shall allow that utility to recover all energy costs of the program through the power supply cost
recovery mechanism under sections 6j and 6k of 1939 PA 3, MCL 460.6j and 460.6k, and shall develop a cost recovery
mechanism for that utility to contemporaneously recover all other costs of meeting the program requirements.

(2) The interconnection requirements of the net metering program shall provide that an electric utility or alternative
electric supplier shall, subject to any time requirements imposed by the commission and upon reasonable written notice to
the net metering customer, perform testing and inspection of an interconnected eligible electric generator as is necessary
to determine that the system complies with all applicable electric safety, power quality, and interconnection requirements.
The costs of testing and inspection are considered a cost of operating a net metering program and shall be recovered under
subsection (1).

(3) The interconnection requirements shall require all eligible electric generators, alternative electric suppliers, and
electric utilities to comply with all applicable federal, state, and local laws, rules, or regulations, and any national
standards as determined by the commission.
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Sec. 177. (1) Electric meters shall be used to determine the amount of the customer’s energy use in each billing period,
net of any excess energy the customer’s generator delivers to the utility distribution system during that same billing
period. For a customer with a generation system capable of generating more than 20 kilowatts, the utility shall install and
utilize a generation meter and a meter or meters capable of measuring the flow of energy in both directions. A customer
with a system capable of generating more than 150 kilowatts shall pay the costs of installing any new meters.

(2) An electric utility serving over 1,000,000 customers in this state may provide its customers participating in the
net metering program, at no additional charge, a meter or meters capable of measuring the flow of energy in both
directions.

(3) An electric utility serving fewer than 1,000,000 customers in this state shall provide a meter or meters described
in subsection (2) to customers participating in the net metering program at cost. Only the incremental cost above that
for meters provided by the electric utility to similarly situated nongenerating customers shall be paid by the eligible
customer.

(4) If the quantity of electricity generated and delivered to the utility distribution system by an eligible electric
generator during a billing period exceeds the quantity of electricity supplied from the electric utility or alternative electric
supplier during the billing period, the eligible customer shall be credited by their supplier of electric generation service
for the excess kilowatt hours generated during the billing period. The credit shall appear on the bill for the following
billing period and shall be limited to the total power supply charges on that bill. Any excess kilowatt hours not used
to offset electric generation charges in the next billing period will be carried forward to subsequent billing periods.
Notwithstanding any law or regulation, net metering customers shall not receive credits for electric utility transmission
or distribution charges. The credit per kilowatt hour for kilowatt hours delivered into the utility’s distribution system shall
be either of the following:

(a) The monthly average real-time locational marginal price for energy at the commercial pricing node within the
electric utility’s distribution service territory, or for net metering customers on a time-based rate schedule, the monthly
average real-time locational marginal price for energy at the commercial pricing node within the electric utility’s
distribution service territory during the time-of-use pricing period.

(b) The electric utility’s or alternative electric supplier’s power supply component of the full retail rate during the
billing period or time-of-use pricing period.

Sec. 179. An eligible electric generator shall own any renewable energy credits granted for electricity generated under
the net metering program created in this part.

Sec. 181. Upon a complaint or on the commission’s own motion, if the commission finds, after notice and hearing,
that an electric utility has not complied with a provision or order issued under this part, the commission shall order
remedies and penalties as necessary to make whole a customer or other person who has suffered damages as a result of
the violation.

PART 6. MISCELLANEOUS COMMISSION PROVISIONS

Sec. 191. (1) Within 60 days after the effective date of this act, the commission shall issue a temporary order
implementing this act, including, but not limited to, all of the following:

(a) Formats of renewable energy plans for various categories of electric providers.

(b) Guidelines for requests for proposals under this act.

(2) Within 1 year after the effective date of this act, the commission shall promulgate rules to implement this act
pursuant to the administrative procedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328. Upon promulgation of the
rules, the order under subsection (1) is rescinded.

Sec. 193. (1) Any interested party may intervene in a contested case proceeding under this act as provided in general
rules of the commission.

(2) The commission and a provider shall handle confidential business information under this act in a manner consistent
with state law and general rules of the commission.

Sec. 195. This act does not limit any authority of the commission otherwise provided by law.

Enacting section 1. As provided in section 5 of 1846 RS 1, MCL 8.5, this act is severable.

Enacting section 2. This act does not take effect unless all of the following bills of the 94th Legislature are enacted
into law:

(a) Senate Bill No. 1048.

(b) House Bill No. 5524.

Third: That the Senate and House agree to the title of the bill to read as follows:

A bill to require certain providers of electric service to establish renewable energy programs; to require certain providers
of electric or natural gas service to establish energy optimization programs; to authorize the use of certain energy systems
to meet the requirements of those programs; to provide for the approval of energy optimization service companies; to
provide for certain charges on electric and natural gas bills; to promote energy conservation by state agencies and the
public; to create a wind energy resource zone board and provide for its power and duties; to authorize the creation and
implementation of wind energy resource zones; to provide for expedited transmission line siting certificates; to provide
for a net metering program and the responsibilities of certain providers of electric service and customers with respect to
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net metering; to provide for fees; to prescribe the powers and duties of certain state agencies and officials; to require the
promulgation of rules and the issuance of orders; and to provide for civil sanctions, remedies, and penalties.

The question being on the adoption of the conference report,

Patricia L. Birkholz
Randy Richardville
Dennis Olshove
Conferees for the Senate

Frank Accavitti

Kathy Angerer

David Palsrok
Conferees for the House

The first conference report was adopted, a majority of the members serving voting therefor, as follows:

Roll Call No. 557 Yeas—26
Allen Cherry
Anderson Clark-Coleman
Barcia Clarke
Basham Gilbert
Birkholz Gleason
Bishop Hardiman
Brater Hunter

Nays—10
Brown George
Cassis Jansen
Cropsey Jelinek

Excused—2

Garcia Patterson

Not Voting—0

In The Chair: President

Senator Cropsey moved that the bill be given immediate effect.

The motion prevailed, 2/3 of the members serving voting therefor.

Protest

Jacobs Scott
McManus Stamas
Olshove Switalski
Prusi Thomas
Richardville Van Woerkom
Schauer Whitmer
Kahn Pappageorge
Kuipers Sanborn

Senators Kuipers and George, under their constitutional right of protest (Art. 4, Sec. 18), protested against the adoption

of the first conference report on Senate Bill No. 213.

Senator Kuipers moved that the statement he made during the discussion of the conference report be printed as his

reasons for voting “no.”
The motion prevailed.
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Senator Kuipers’ statement, in which Senator George concurred, is as follows:

I understand that a lot of work has gone into both this bill and the bill that we will be voting on next. Unfortunately,
I think it is the wrong outcome at the wrong time. Establishing an RPS for Michigan is a discussion that I think is the
appropriate discussion to have. I’'m just not sure that we struck the right chord with this two-bill package.

Establishing a 10 percent or 15 percent or 20 percent RPS goal doesn’t require 102 pages of new legislation. I think
we could do it with a lot less. This bill along with House Bill No. 5524 will result in massive rate hikes at a time when
we can least afford it. Michigan posted yesterday an 8.9 percent unemployment rate. What will the response of the members
of this Chamber be when they talk to those people who have just lost their jobs and are asked the question, “How do you
expect me to pay for these higher costs?”

The proponents of the two bills will tell you that increases are coming anyway. The cost of natural gas and the cost of
coal are all going up, so just assume that energy prices are going up. That may be true, but we don’t have to double the
increase by our actions here in this chamber. The high price of energy, I think, means that people across the state are
already looking for opportunities to be energy efficient. It doesn’t require us to establish a surcharge on individuals across
the state that begins already on January 1 to explore energy-efficiency options. The $150 million to $250 million surcharge
that is contained in this bill to go towards energy-efficiency programs isn’t needed by the people of this state.

We heard from numerous companies during committee testimony that they were just waiting to come to Michigan. All
we had to do was put our marker down in the form of an RPS standard. They indicated to us in testimony that the
technology exists and that the money is there to bankroll companies that want to come and set up shop in Michigan. If
that’s true, then why do we need to establish a separate fund and establish a surcharge, which is also part of this
legislation? Do we really need, if the money exists and the companies are there to provide us with renewable energy, why
do we need to have 50 percent of the renewable energy that is produced, owned by the state’s two utilities?

Finally, if these two bills are approved, as I suspect they will be or they wouldn’t be on the calendar for today, the
increased charges for RPS and for energy conservation begin January 1, even though the energy produced through the RPS
standard in the conservation programs that are yet to be designed may not come online for the next 12 to 18 months.

So I would urge the members of this chamber to think long and hard, in the five minutes you have left before you cast
a vote, on whether or not you think this is truly a good direction for the state of Michigan to go.

Senators Birkholz and Brater asked and were granted unanimous consent to make statements and moved that the
statements be printed in the Journal.

The motion prevailed.

Senator Birkholz’s statement is as follows:

Senate Bill No. 213, if you recall, started out at nine pages and it is now 102 pages, but we have changed it and
included things. You may remember that one of my initial responses to the bill, at that point in time, was that I wasn’t
pleased with all the changes that had been made with my bill. We have since, as we have been in conference committee,
dealt with several of the issues, and I think we have a good bill that will help contain cost as we move ahead with energy
use in Michigan.

The bottom line is we know that energy is going up. Coal, last year at this time, was about $50 a ton, and it is now
$100 a ton. We all know what has happened with natural gas, what has happened with other energy sources, so to say
that we are going to have cheaper utility bills is incorrect, but to say that we can help contain them is correct. We think
that we have done this in this bill. We also moved us ahead on renewables. We are moving Michigan into the next century
on renewables.

We have done several things in the bill, and I am going to go through them just briefly to give you an idea. First of
all, we have energy efficiency in this bill, but we have done it in a way that is different than how other states have done
it. We have done it with an integrated plan, so that we have energy efficiency and energy optimization. We involve using
both in kind of trading back and forth with both. We think by using energy optimization and energy efficiency, which, by
the way, is the lowest-hanging fruit on the tree, we can save ratepayers over $3 billion in the next 20 years because we
won’t have to build as many baseload plants. It gets us off those foreign sources that most of us don’t want to have. We
cut the use. Therefore, you’re not pulling it off the grid, and therefore, you don’t need as much supply.

Renewable energy technologies are cheaper and will be cheaper in the future. We require in this integrated plan that
those costs be compared to newer, cleaner coal. Therefore, if they aren’t cost-effective, we don’t move ahead with them.
We also have in this set of bills, as well as in the conference report, using less energy by using Energy Star appliances
and receiving a tax credit for it. It’s timing the use of energy, and businesses have the same opportunities as residential
ratepayers. Businesses can opt out. Many of you, I think, are aware of the fact that some of our larger businesses hire
people, they have consultants and/or a person on staff to help them figure out how best to use energy because they can
save more than what that person’s costs are.

In the portfolio, we are talking about windmills, but not just windmills. We are talking about solar; we are talking about
methane digesters; biomass; wood products, by-products from wood companies; agricultural products; and agricultural
waste. In doing so, we are saying we need a healthy portfolio and we will provide jobs. So we will save energy, and there



No. 77] [September 18, 2008] JOURNAL OF THE SENATE 1951

is job providing in here. Our farming community is really excited about this. The U.S. Department of Energy says that a
farmer can earn $7,500 a year per turbine that they put up on their property. They also say, the Department of Energy,
that we are one of the top eight states for wind. So wind is an important part of it, but in this legislation we also are open
to new technologies. We don’t want to shut out the new technologies that may actually come to us in the next few months.
We require net metering, so those who want to use the power and yet be able to put back power on the grid can do so.

We have an integrated approach, we require RPS, and we put Michigan ahead, and yet contain our costs. I urge your
adoption of the conference committee report.

Senator Brater’s statement is as follows:

I rise to congratulate and thank all the many people who have worked so hard on developing this package, including
Governor Granholm who has shown so much leadership and is right now in Japan trying to bring alternative energy jobs
back to the state. It will certainly help her to have this legislation in her quiver, so that she can convince those that are
producing wind energy technology and other alternative energy that indeed Michigan is open and ready for business. We
are ready for those 30,000 manufacturing jobs that are projected to be coming with our adoption of an RPS standard. This
is certainly an exciting day.

I am very happy to see the integrated planning process that is involved in other legislation that we will be considering
later today. It allows the Public Service Commission to consider all the costs and benefits before approving new coal-
burning plants. I think the economics are clearly going to be in favor of wind as we move forward over coal. That will
be a positive thing on our horizon also in fighting climate change.

I do also salute the inclusion of these energy-efficiency savings, and I think that is going to be very important in giving
citizens and businesses opportunities to increase conservation in energy efficiency. That is a very, very important component
of this package.

Unfortunately, there are a couple of things that I need to note that I am disappointed about and I think we need to continue
to work on. I am disappointed in our 10 percent RPS, first of all, that it isn’t higher. I think that we could have been more
ambitious, and I think as time goes on, we will join the ranks of other states that have started out with a lower standard
and then seeing the success of it and increased it over the years. I hope that day is coming very soon for us here too.

I’'m disappointed that of that 10 percent, 1 percent is allowed for non-clean alternative energy sources, such as incineration
and gasification. These are not clean-burning sources of fuel, and they tend to add to the greenhouse gases and other
pollutants in our atmosphere. I’'m sorry that those are included, but I understand that this is the way we make legislation
and sausage.

Having said that, it is very important that we get this RPS in the standard, even if for no other reason than that we are
going to be running out of traditional sources of energy. At the current rate of consumption, we only have on our planet
50 years worth of petroleum, 60 years worth of uranium, and 70 years worth of coal to be used. We really don’t have any
choice. The economics of this are not only bringing these 30,000 jobs to Michigan, but also the catastrophic effects of
climate change if we don’t change course. More severe storms, we are seeing the effects of them now, and the poor people
down in Texas, we could be subjected to that here in Michigan as well. Lower lake levels, we know the effects of that on
our tourism and fisheries; changes to habitat that will result in different species living here in Michigan and loss of some
of our cold-water fish and other native species; and also in our tree species and in our growing seasons. There will be
changes if we don’t take action.

It is very important that we are doing this today. I do see it as an important first step. I look forward to working with
all of my colleagues to continue to improve these standards as we see the success of them in the near future.

Recess

Senator Cropsey moved that the Senate recess subject to the call of the Chair.
The motion prevailed, the time being 2:20 p.m.
3:35 p.m.

The Senate was called to order by the President, Lieutenant Governor Cherry.
By unanimous consent the Senate returned to the order of

Resolutions

The question was placed on the adoption of the following resolution consent calendar:
Senate Resolution No. 220
The resolution consent calendar was adopted.
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Senators Barcia and Bishop offered the following resolution:

Senate Resolution No. 220.

A resolution supporting civic education and observing September 14-20, 2008, as America’s Legislators Back to
School Week.

Whereas, Michigan was created as a representative democracy in which all governmental power is inherent in the
people who exercise that power through the legislative, executive, and judicial branches; and

Whereas, In recent years, as a result of a lack of understanding and deteriorating faith in the merits and knowledge
required for a successful republican form of government, citizen interest in government and comprehension of the
political system has declined; and

Whereas, Benjamin Rush, signer of the Declaration of Independence stated, “There is but one method of rendering a
republican form of government durable, and that is by disseminating the seeds of virtue and knowledge through every
part of the state by means of proper places and modes of education and this can be done effectively only by the aid of
the legislature”; and

Whereas, The National Conference of State Legislatures (NCSL) adopted a resolution that declares that citizens all too
often maintain little understanding of the functions of the state legislatures and the roles of individuals, and public awareness
and comprehension of the institutions and procedure of the government is an imperative step to developing public trust
and confidence; and

Whereas, The NCSL resolution also states that state legislatures need to increase understanding of the notion of represen-
tative democracy, and education regarding representative democracy should highlight the significance of compromise and
cooperation and the complexity of resolving competing interests present in our society; and

Whereas, Civic education is a fundamental instrument in endorsing an improved understanding of the legislative
institution and the role of legislators in representative democracy; and

Whereas, NCSL encourages the nation’s state legislators to promote civic education about representative democracy; and

Whereas, NCSL established America’s Legislators Back to School Week, a national event where state legislators across
the nation visit schools and classrooms to teach students of all ages and grade levels about the practices and objectives
of the Legislature, as well as to observe activities in the schools; and

Whereas, Legislators will benefit from interacting with students, teachers, and administrators; now, therefore, be it

Resolved by the Senate, That the members of this legislative body support civic education to promote an enhanced
understanding of the legislative institution and the role of legislators in representative democracy; and be it further

Resolved, That the Michigan Senate declares that the third week in September, September 14-20, 2008, shall be
designated as Michigan Legislators Back to School Week and urges all members of the Legislature to visit schools during
that week.

By unanimous consent the Senate returned to the order of
Introduction and Referral of Bills

House Bill No. 6403, entitled

A bill to authorize the state administrative board to convey certain state owned property in Clinton county; to prescribe
conditions for the conveyance; and to provide for disposition of the revenue from the conveyance.

The House of Representatives has passed the bill and ordered that it be given immediate effect.

The bill was read a first and second time by title and referred to the Committee on Appropriations.

By unanimous consent the Senate returned to the order of
Conference Reports

Senator Cropsey moved that joint rule 9 be suspended to permit immediate consideration of the conference report
relative to the following bill:

House Bill No. 5524

The motion prevailed, a majority of the members serving voting therefor.

House Bill No. 5524, entitled

A bill to amend 1939 PA 3, entitled “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
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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,” by amending sections 6a, 10, 10a, 10b, 10d, 10g, 10p, 10r, 10x, and 10y (MCL 460.6a,
460.10, 460.10a, 460.10b, 460.10d, 460.10g, 460.10p, 460.10r, 460.10x, and 460.10y), section 6a as amended by 1992
PA 37, sections 10, 10b, 10p, 10r, 10x, and 10y as added by 2000 PA 141, section 10a as amended by 2004 PA 88, sec-
tion 10d as amended by 2002 PA 609, and section 10g as amended by 2001 PA 48, and by adding sections 4a, 6q, 6r,
10dd, and 11.

The House of Representatives has adopted the report of the Committee of Conference and ordered that the bill be given
immediate effect.

The Conference Report was read as follows:

FIRST CONFERENCE REPORT

The Committee of Conference on the matters of difference between the two Houses concerning

House Bill No. 5524, entitled

A bill to amend 1939 PA 3, entitled “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,” by amending sections 6a, 10, 10a, 10b, 10d, 10g, 10p, 10r, 10x, and 10y (MCL
460.6a, 460.10, 460.10a, 460.10b, 460.10d, 460.10g, 460.10p, 460.10r, 460.10x, and 460.10y), section 6a as amended by
1992 PA 37, sections 10, 10b, 10p, 10r, 10x, and 10y as added by 2000 PA 141, section 10a as amended by 2004 PA 88,
section 10d as amended by 2002 PA 609, and section 10g as amended by 2001 PA 48, and by adding sections 4a, 6q, 6r,
10dd, and 11.

Recommends:

First: That the Senate recede from the Substitute of the Senate as passed by the Senate.

Second: That the House and Senate agree to the Substitute of the House as passed by the House, amended to read as
follows:

A bill to amend 1939 PA 3, entitled “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,” by amending sections 6a, 10, 10a,
10b, 10d, 10g, 10p, 10r, 10x, and 10y (MCL 460.6a, 460.10, 460.10a, 460.10b, 460.10d, 460.10g, 460.10p, 460.10r, 460.10x,
and 460.10y), section 6a as amended by 1992 PA 37, sections 10, 10b, 10p, 10r, 10x, and 10y as added by 2000 PA 141,
section 10a as amended by 2004 PA 88, section 10d as amended by 2002 PA 609, and section 10g as amended by 2001 PA 48,
and by adding sections 4a, 6q, 6s, 10dd, and 11.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

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.
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(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.

(E) EXECUTIVE REORGANIZATION ORDER NO. 2007-22, MCL 18.46.

(F) EXECUTIVE REORGANIZATION ORDER NO. 2007-23, MCL 18.47.

Sec. 6a. (1) Whenafinding-or-orderissoughtby-a-A gas or electric utility to SHALL NOT increase its rates and charges or
te—alter Change or amend any rate or rate schedules the effect of which will be to increase the cost of services to its customers,
; S be-giver he-serviee-are be-affeeted 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
appl1cat10n to increase its rates and charges or to alter change or amend any rate or rate schedules ﬁr&er—ﬁfst—havmg—g-rven

report—THE COMMISSION SHALL REQUIRE NOTICE TO BE GIVEN TO ALL 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
ANNUAL RATE REQUEST THROUGH EQUAL PERCENTAGE INCREASES OR DECREASES APPLIED TO
ALL 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 SHALL 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
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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 ABILITY 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 a full 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 a final
decision with respect to petitions or applications within a period of 9-12 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 general
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:

(a) “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) “General rate case” means a proceeding initiated by a utility in an application filed with the 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.

G) Harfinai docision s

SUBSECTION IF the commission falls to reach a ﬁnal de01s10n with respect to a COMPLETED petition or application to
increase or decrease ut111ty rates W1th1n the 9—meﬁth—12 MONTH penod followmg the ﬁhng of the COMPLETED pet1t10n
or appllcatlon he

i : 1SSt st Vit i MEs: 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 A GENERAL 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 A NEW GENERAL RATE CASE APPLICATION UNTIL THE
COMMISSION HAS ISSUED A FINAL 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 COMMERCIAL 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 ALTERNATIVE FUEL OR OTHERWISE HAS
A VIABLE ALTERNATIVE TO RECEIVING NATURAL GAS TRANSPORTATION SERVICE FROM THE
UTILITY, THE CUSTOMER CAN OBTAIN THE ALTERNATIVE FUEL OR GAS TRANSPORTATION FROM
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AN ALTERNATIVE SOURCE AT A PRICE WHICH WOULD CAUSE THEM TO CEASE USING THE GAS
UTILITY’S SYSTEM, AND THE CUSTOMER, AS A RESULT 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 A LOSS OF THE INDUSTRIAL OR
COMMERCIAL CUSTOMER’S CONTRIBUTION TO A UTILITY’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 ALL 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 ALLOCATE THE ADDITIONAL
$1,000,000.00 PER MONTH PAYMENT AMONG THE ELIGIBLE MERCHANT PLANTS BASED UPON THE
RELATIONSHIP OF EXCESS 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.

(99 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
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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.

SEC. 6Q. (1) A PERSON SHALL NOT ACQUIRE, CONTROL, OR MERGE, DIRECTLY OR INDIRECTLY, IN
WHOLE OR IN PART, WITH A JURISDICTIONAL REGULATED UTILITY NOR SHALL A JURISDICTIONAL
REGULATED UTILITY SELL, ASSIGN, TRANSFER, OR ENCUMBER ITS ASSETS TO ANOTHER PERSON
WITHOUT FIRST APPLYING TO AND RECEIVING THE APPROVAL OF THE COMMISSION.

(2) AFTER NOTICE AND HEARING, THE COMMISSION SHALL ISSUE AN ORDER STATING WHAT
CONSTITUTES ACQUISITION, TRANSFER OF CONTROL, MERGER ACTIVITIES, OR ENCUMBRANCE OF
ASSETS THAT ARE SUBJECT TO THIS SECTION. THIS SECTION DOES NOT APPLY TO THE ENCUMBRANCE,
ASSIGNMENT, ACQUISITION, OR TRANSFER OF ASSETS THAT ARE ENCUMBERED, ASSIGNED,
ACQUIRED, TRANSFERRED, OR SOLD IN THE NORMAL COURSE OF BUSINESS OR TO THE ISSUANCE OF
SECURITIES OR OTHER FINANCING TRANSACTIONS NOT DIRECTLY OR INDIRECTLY INVOLVED IN AN
ACQUISITION, MERGER, ENCUMBRANCE, OR TRANSFER OF CONTROL THAT IS GOVERNED BY THIS
SECTION.

(3) THE COMMISSION SHALL PROMULGATE RULES CREATING PROCEDURES FOR THE APPLICATION
PROCESS REQUIRED UNDER THIS SECTION. THE APPLICATION SHALL INCLUDE, BUT IS NOT LIMITED
TO, ALL OF THE FOLLOWING INFORMATION:

(A) A CONCISE SUMMARY OF THE TERMS AND CONDITIONS OF THE PROPOSED ACQUISITION,
TRANSFER, MERGER, OR ENCUMBRANCE.

(B) COPIES OF THE MATERIAL ACQUISITION, TRANSFER, MERGER, OR ENCUMBRANCE DOCUMENTS
IF AVAILABLE.

(C) A SUMMARY OF THE PROJECTED IMPACTS OF THE ACQUISITION, TRANSFER, MERGER, OR
ENCUMBRANCE ON RATES AND ELECTRIC SERVICE IN THIS STATE.

(D) PRO FORMA FINANCIAL STATEMENTS THAT ARE RELEVANT TO THE ACQUISITION, TRANSFER,
MERGER, OR ENCUMBRANCE.

(E) COPIES OF THE PARTIES’ PUBLIC FILINGS WITH OTHER STATE OR FEDERAL REGULATORY
AGENCIES REGARDING THE SAME ACQUISITION, TRANSFER, MERGER, OR ENCUMBRANCE, INCLUDING
ANY REGULATORY ORDERS ISSUED BY THE AGENCIES REGARDING THE ACQUISITION, TRANSFER,
MERGER, OR ENCUMBRANCE.

(4) WITHIN 60 DAYS FROM THE DATE AN APPLICATION IS FILED UNDER THIS SECTION, INTERESTED
PARTIES, INCLUDING THE ATTORNEY GENERAL, MAY FILE COMMENTS WITH THE COMMISSION ON
THE PROPOSED ACQUISITION, TRANSFER, MERGER, OR ENCUMBRANCE.

(5) AFTER NOTICE AND HEARING AND WITHIN 180 DAYS FROM THE DATE AN APPLICATION IS FILED
UNDER THIS SECTION, THE COMMISSION SHALL ISSUE AN ORDER APPROVING OR REJECTING THE
PROPOSED ACQUISITION, TRANSFER OF CONTROL, MERGER, OR ENCUMBRANCE.

(6) ALL PARTIES TO AN ACQUISITION, TRANSFER, MERGER, OR ENCUMBRANCE SUBJECT TO THIS
SECTION SHALL PROVIDE THE COMMISSION AND THE ATTORNEY GENERAL ACCESS TO ALL BOOKS,
RECORDS, ACCOUNTS, DOCUMENTS, AND ANY OTHER DATA AND INFORMATION THE COMMISSION
CONSIDERS NECESSARY TO EFFECTIVELY ASSESS THE IMPACT OF THE PROPOSED ACQUISITION,
TRANSFER, MERGER, OR ENCUMBRANCE.

(7) THE COMMISSION SHALL CONSIDER AMONG OTHER FACTORS ALL OF THE FOLLOWING IN ITS
EVALUATION OF WHETHER OR NOT TO APPROVE A PROPOSED ACQUISITION, TRANSFER, MERGER,
OR ENCUMBRANCE:

(A) WHETHER THE PROPOSED ACTION WOULD HAVE AN ADVERSE IMPACT ON THE RATES OF THE
CUSTOMERS AFFECTED BY THE ACQUISITION, TRANSFER, MERGER, OR ENCUMBRANCE.

(B) WHETHER THE PROPOSED ACTION WOULD HAVE AN ADVERSE IMPACT ON THE PROVISION OF
SAFE, RELIABLE, AND ADEQUATE ENERGY SERVICE IN THIS STATE.

(C) WHETHER THE ACTION WILL RESULT IN THE SUBSIDIZATION OF A NONREGULATED ACTIVITY
OF THE NEW ENTITY THROUGH THE RATES PAID BY THE CUSTOMERS OF THE JURISDICTIONAL
REGULATED UTILITY.

(D) WHETHER THE ACTION WILL SIGNIFICANTLY IMPAIR THE JURISDICTIONAL REGULATED
UTILITY’S ABILITY TO RAISE NECESSARY CAPITAL OR TO MAINTAIN A REASONABLE CAPITAL
STRUCTURE.

(E) WHETHER THE ACTION IS OTHERWISE INCONSISTENT WITH PUBLIC POLICY AND INTEREST.

(8) INAPPROVING AN ACQUISITION, TRANSFER, MERGER, OR ENCUMBRANCE UNDER THIS SECTION,
THE COMMISSION MAY IMPOSE REASONABLE TERMS AND CONDITIONS ON THE ACQUISITION,
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TRANSFER, MERGER, OR ENCUMBRANCE TO PROTECT THE JURISDICTIONAL REGULATED UTILITY,
INCLUDING THE DIVISION AND ALLOCATION OF THE UTILITY’S ASSETS. A JURISDICTIONAL
REGULATED UTILITY MAY REJECT THE TERMS AND CONDITIONS IMPOSED BY THE COMMISSION
AND NOT PROCEED WITH THE TRANSACTION.

(9) IN APPROVING AN ACQUISITION, TRANSFER, MERGER, OR ENCUMBRANCE UNDER THIS SECTION,
THE COMMISSION MAY IMPOSE REASONABLE TERMS AND CONDITIONS ON THE ACQUISITION,
TRANSFER, MERGER, OR ENCUMBRANCE TO PROTECT THE CUSTOMERS OF THE JURISDICTIONAL
REGULATED UTILITY. A JURISDICTIONAL REGULATED UTILITY MAY REJECT THE TERMS AND
CONDITIONS IMPOSED BY THE COMMISSION AND NOT PROCEED WITH THE TRANSACTION.

(10) NONPUBLIC INFORMATION AND MATERIALS SUBMITTED BY A JURISDICTIONAL REGULATED
UTILITY UNDER THIS SECTION CLEARLY DESIGNATED BY THAT UTILITY AS CONFIDENTIAL ARE
EXEMPT FROM THE FREEDOM OF INFORMATION ACT, 1976 PA 442, MCL 15.231 TO 15.246. THE COMMISSION
SHALL ISSUE PROTECTIVE ORDERS AS NECESSARY TO PROTECT INFORMATION DESIGNATED BY THAT
UTILITY AS CONFIDENTIAL.

(11) NOTHING IN THIS SECTION ALTERS THE AUTHORITY OF THE ATTORNEY GENERAL TO ENFORCE
FEDERAL AND STATE ANTITRUST LAWS.

(12) AS USED IN THIS SECTION:

(A) “COMMISSION” MEANS THE MICHIGAN PUBLIC SERVICE COMMISSION.

(B) “JURISDICTIONAL REGULATED UTILITY” MEANS A UTILITY WHOSE RATES ARE REGULATED BY THE
COMMISSION. JURISDICTIONAL REGULATED UTILITY DOES NOT INCLUDE A TELECOMMUNICATION
PROVIDER AS DEFINED IN THE MICHIGAN TELECOMMUNICATIONS ACT, 1991 PA 179, MCL 484.2101
TO 484.2604, OR A MOTOR CARRIER AS DEFINED IN THE MOTOR CARRIER ACT, 1933 PA 254, MCL 475.1
TO 479.43.

(C) “PERSON” MEANS AN INDIVIDUAL, CORPORATION, ASSOCIATION, PARTNERSHIP, UTILITY, OR
ANY OTHER LEGAL PRIVATE OR PUBLIC ENTITY.

SEC. 6S. (1) AN ELECTRIC UTILITY THAT PROPOSES TO CONSTRUCT AN ELECTRIC GENERATION
FACILITY, MAKE A SIGNIFICANT INVESTMENT IN AN EXISTING ELECTRIC GENERATION FACILITY,
PURCHASE AN EXISTING ELECTRIC GENERATION FACILITY, OR ENTER INTO A POWER PURCHASE
AGREEMENT FOR THE PURCHASE OF ELECTRIC CAPACITY FOR A PERIOD OF 6 YEARS OR LONGER MAY
SUBMIT AN APPLICATION TO THE COMMISSION SEEKING A CERTIFICATE OF NECESSITY FOR THAT
CONSTRUCTION, INVESTMENT, OR PURCHASE IF THAT CONSTRUCTION, INVESTMENT, OR PURCHASE
COSTS $500,000,000.00 OR MORE AND A PORTION OF THE COSTS WOULD BE ALLOCABLE TO RETAIL
CUSTOMERS IN THIS STATE. A SIGNIFICANT INVESTMENT IN AN ELECTRIC GENERATION FACILITY
INCLUDES A GROUP OF INVESTMENTS REASONABLY PLANNED TO BE MADE OVER A MULTIPLE YEAR
PERIOD NOT TO EXCEED 6 YEARS FOR A SINGULAR PURPOSE SUCH AS INCREASING THE CAPACITY OF
AN EXISTING ELECTRIC GENERATION PLANT. THE COMMISSION SHALL NOT ISSUE A CERTIFICATE
OF NECESSITY UNDER THIS SECTION FOR ANY ENVIRONMENTAL UPGRADES TO EXISTING ELECTRIC
GENERATION FACILITIES OR FOR A RENEWABLE ENERGY SYSTEM.

(2) THE COMMISSION MAY IMPLEMENT SEPARATE REVIEW CRITERIA AND APPROVAL STANDARDS
FOR ELECTRIC UTILITIES WITH LESS THAN 1,000,000 RETAIL CUSTOMERS WHO SEEK A CERTIFICATE
OF NECESSITY FOR PROJECTS COSTING LESS THAN $500,000,000.00.

(3) AN ELECTRIC UTILITY SUBMITTING AN APPLICATION UNDER THIS SECTION MAY REQUEST 1 OR
MORE OF THE FOLLOWING:

(A) A CERTIFICATE OF NECESSITY THAT THE POWER TO BE SUPPLIED AS A RESULT OF THE PROPOSED
CONSTRUCTION, INVESTMENT, OR PURCHASE IS NEEDED.

(B) A CERTIFICATE OF NECESSITY THAT THE SIZE, FUEL TYPE, AND OTHER DESIGN CHARACTERISTICS
OF THE EXISTING OR PROPOSED ELECTRIC GENERATION FACILITY OR THE TERMS OF THE POWER
PURCHASE AGREEMENT REPRESENT THE MOST REASONABLE AND PRUDENT MEANS OF MEETING
THAT POWER NEED.

(C) A CERTIFICATE OF NECESSITY THAT THE PRICE SPECIFIED IN THE POWER PURCHASE
AGREEMENT WILL BE RECOVERED IN RATES FROM THE ELECTRIC UTILITY’S CUSTOMERS.

(D) A CERTIFICATE OF NECESSITY THAT THE ESTIMATED PURCHASE OR CAPITAL COSTS OF
AND THE FINANCING PLAN FOR THE EXISTING OR PROPOSED ELECTRIC GENERATION FACILITY,
INCLUDING, BUT NOT LIMITED TO, THE COSTS OF SITING AND LICENSING A NEW FACILITY AND
THE ESTIMATED COST OF POWER FROM THE NEW OR PROPOSED ELECTRIC GENERATION FACILITY,
WILL BE RECOVERABLE IN RATES FROM THE ELECTRIC UTILITY’S CUSTOMERS SUBJECT TO
SUBSECTION 4)(C).

(4) WITHIN 270 DAYS OF THE FILING OF AN APPLICATION UNDER THIS SECTION, THE COMMISSION
SHALL ISSUE AN ORDER GRANTING OR DENYING THE REQUESTED CERTIFICATE OF NECESSITY. THE
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COMMISSION SHALL HOLD A HEARING ON THE APPLICATION. THE HEARING SHALL BE CONDUCTED
AS A CONTESTED CASE PURSUANT TO CHAPTER 4 OF THE ADMINISTRATIVE PROCEDURES ACT OF 1969,
1969 PA 306, MCL 24.271 TO 24.287. THE COMMISSION SHALL ALLOW INTERVENTION BY INTERESTED
PERSONS. REASONABLE DISCOVERY SHALL BE PERMITTED BEFORE AND DURING THE HEARING IN
ORDER TO ASSIST PARTIES AND INTERESTED PERSONS IN OBTAINING EVIDENCE CONCERNING THE
APPLICATION, INCLUDING, BUT NOT LIMITED TO, THE REASONABLENESS AND PRUDENCE OF THE
CONSTRUCTION, INVESTMENT, OR PURCHASE FOR WHICH THE CERTIFICATE OF NECESSITY HAS
BEEN REQUESTED. THE COMMISSION SHALL GRANT THE REQUEST IF IT DETERMINES ALL OF THE
FOLLOWING:

(A) THAT THE ELECTRIC UTILITY HAS DEMONSTRATED A NEED FOR THE POWER THAT WOULD BE
SUPPLIED BY THE EXISTING OR PROPOSED ELECTRIC GENERATION FACILITY OR PURSUANT TO THE
PROPOSED POWER PURCHASE AGREEMENT THROUGH ITS APPROVED INTEGRATED RESOURCE PLAN
THAT COMPLIES WITH SUBSECTION (11).

(B) THE INFORMATION SUPPLIED INDICATES THAT THE EXISTING OR PROPOSED ELECTRIC
GENERATION FACILITY WILL COMPLY WITH ALL APPLICABLE STATE AND FEDERAL ENVIRONMENTAL
STANDARDS, LAWS, AND RULES.

(C) THE ESTIMATED COST OF POWER FROM THE EXISTING OR PROPOSED ELECTRIC
GENERATION FACILITY OR THE PRICE OF POWER SPECIFIED IN THE PROPOSED POWER PURCHASE
AGREEMENT IS REASONABLE. THE COMMISSION SHALL FIND THAT THE COST IS REASONABLE IF,
IN THE CONSTRUCTION OR INVESTMENT IN A NEW OR EXISTING FACILITY, TO THE EXTENT IT IS
COMMERCIALLY PRACTICABLE, THE ESTIMATED COSTS ARE THE RESULT OF COMPETITIVELY
BID ENGINEERING, PROCUREMENT, AND CONSTRUCTION CONTRACTS, OR IN A POWER PURCHASE
AGREEMENT, THE COST IS THE RESULT OF A COMPETITIVE SOLICITATION. UP TO 150 DAYS AFTER
AN ELECTRIC UTILITY MAKES ITS INITIAL FILING, IT MAY FILE TO UPDATE ITS COST ESTIMATES IF
THEY HAVE MATERIALLY CHANGED. NO OTHER ASPECT OF THE INITIAL FILING MAY BE MODIFIED
UNLESS THE APPLICATION IS WITHDRAWN AND REFILED. A UTILITY’S FILING UPDATING ITS COST
ESTIMATES DOES NOT EXTEND THE PERIOD FOR THE COMMISSION TO ISSUE AN ORDER GRANTING
OR DENYING A CERTIFICATE OF NECESSITY. AN AFFILIATE OF AN ELECTRIC UTILITY THAT SERVES
CUSTOMERS IN THIS STATE AND AT LEAST 1 OTHER STATE MAY PARTICIPATE IN THE COMPETITIVE
BIDDING TO PROVIDE ENGINEERING, PROCUREMENT, AND CONSTRUCTION SERVICES TO THAT
ELECTRIC UTILITY FOR A PROJECT COVERED BY THIS SECTION.

(D) THE EXISTING OR PROPOSED ELECTRIC GENERATION FACILITY OR PROPOSED POWER PURCHASE
AGREEMENT REPRESENTS THE MOST REASONABLE AND PRUDENT MEANS OF MEETING THE POWER
NEED RELATIVE TO OTHER RESOURCE OPTIONS FOR MEETING POWER DEMAND, INCLUDING ENERGY
EFFICIENCY PROGRAMS AND ELECTRIC TRANSMISSION EFFICIENCIES.

(E) TO THE EXTENT PRACTICABLE, THE CONSTRUCTION OR INVESTMENT IN A NEW OR EXISTING
FACILITY IN THIS STATE IS COMPLETED USING A WORKFORCE COMPOSED OF RESIDENTS OF THIS
STATE AS DETERMINED BY THE COMMISSION. THIS SUBDIVISION DOES NOT APPLY TO A FACILITY
THAT IS LOCATED IN A COUNTY THAT LIES ON THE BORDER WITH ANOTHER STATE.

(5) THE COMMISSION MAY CONSIDER ANY OTHER COSTS OR INFORMATION RELATED TO THE
COSTS ASSOCIATED WITH THE POWER THAT WOULD BE SUPPLIED BY THE EXISTING OR PROPOSED
ELECTRIC GENERATION FACILITY OR PURSUANT TO THE PROPOSED PURCHASE AGREEMENT OR
ALTERNATIVES TO THE PROPOSAL RAISED BY INTERVENING PARTIES.

(6) IN A CERTIFICATE OF NECESSITY UNDER THIS SECTION, THE COMMISSION SHALL SPECIFY THE
COSTS APPROVED FOR THE CONSTRUCTION OF OR SIGNIFICANT INVESTMENT IN THE ELECTRIC
GENERATION FACILITY, THE PRICE APPROVED FOR THE PURCHASE OF THE EXISTING ELECTRIC
GENERATION FACILITY, OR THE PRICE APPROVED FOR THE PURCHASE OF POWER PURSUANT TO THE
TERMS OF THE POWER PURCHASE AGREEMENT.

(7) THE UTILITY SHALL ANNUALLY FILE, OR MORE FREQUENT IF REQUIRED BY THE COMMISSION,
REPORTS TO THE COMMISSION REGARDING THE STATUS OF ANY PROJECT FOR WHICH A CERTIFICATE
OF NECESSITY HAS BEEN GRANTED UNDER SUBSECTION (4), INCLUDING AN UPDATE CONCERNING
THE COST AND SCHEDULE OF THAT PROJECT.

(8) IF THE COMMISSION DENIES ANY OF THE RELIEF REQUESTED BY AN ELECTRIC UTILITY,
THE ELECTRIC UTILITY MAY WITHDRAW ITS APPLICATION OR PROCEED WITH THE PROPOSED
CONSTRUCTION, PURCHASE, INVESTMENT, OR POWER PURCHASE AGREEMENT WITHOUT A
CERTIFICATE AND THE ASSURANCES GRANTED UNDER THIS SECTION.

(9) ONCE THE ELECTRIC GENERATION FACILITY OR POWER PURCHASE AGREEMENT IS CONSIDERED
USED AND USEFUL OR AS OTHERWISE PROVIDED IN SUBSECTION (12), THE COMMISSION SHALL
INCLUDE IN AN ELECTRIC UTILITY’S RETAIL RATES ALL REASONABLE AND PRUDENT COSTS FOR AN
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ELECTRIC GENERATION FACILITY OR POWER PURCHASE AGREEMENT FOR WHICH A CERTIFICATE
OF NECESSITY HAS BEEN GRANTED. THE COMMISSION SHALL NOT DISALLOW RECOVERY OF COSTS
AN ELECTRIC UTILITY INCURS IN CONSTRUCTING, INVESTING IN, OR PURCHASING AN ELECTRIC
GENERATION FACILITY OR IN PURCHASING POWER PURSUANT TO A POWER PURCHASE AGREEMENT
FOR WHICH A CERTIFICATE OF NECESSITY HAS BEEN GRANTED, IF THE COSTS DO NOT EXCEED THE
COSTS APPROVED BY THE COMMISSION IN THE CERTIFICATE. ONCE THE ELECTRIC GENERATION
FACILITY OR POWER PURCHASE AGREEMENT IS CONSIDERED USED AND USEFUL OR AS OTHERWISE
PROVIDED IN SUBSECTION (12), THE COMMISSION SHALL INCLUDE IN THE ELECTRIC UTILITY’S
RETAIL RATES COSTS ACTUALLY INCURRED BY THE ELECTRIC UTILITY THAT EXCEED THE COSTS
APPROVED BY THE COMMISSION ONLY IF THE COMMISSION FINDS THAT THE ADDITIONAL COSTS ARE
REASONABLE AND PRUDENT. IF THE ACTUAL COSTS INCURRED BY THE ELECTRIC UTILITY EXCEED
THE COSTS APPROVED BY THE COMMISSION, THE ELECTRIC UTILITY HAS THE BURDEN OF PROVING
BY A PREPONDERANCE OF THE EVIDENCE THAT THE COSTS ARE REASONABLE AND PRUDENT. THE
PORTION OF THE COST OF A PLANT, FACILITY, OR POWER PURCHASE AGREEMENT WHICH EXCEEDS
110% OF THE COST APPROVED BY THE COMMISSION IS PRESUMED TO HAVE BEEN INCURRED DUE TO
A LACK OF PRUDENCE. THE COMMISSION MAY INCLUDE ANY OR ALL OF THE PORTION OF THE COST
IN EXCESS OF 110% OF THE COST APPROVED BY THE COMMISSION IF THE COMMISSION FINDS BY A
PREPONDERANCE OF THE EVIDENCE THAT THE COSTS WERE PRUDENTLY INCURRED.

(10) WITHIN 90 DAYS OF THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS SECTION,
THE COMMISSION SHALL ADOPT STANDARD APPLICATION FILING FORMS AND INSTRUCTIONS FOR
USE IN ALL REQUESTS FOR A CERTIFICATE OF NECESSITY UNDER THIS SECTION. THE COMMISSION
MAY, IN ITS DISCRETION, MODIFY THE STANDARD APPLICATION FILING FORMS AND INSTRUCTIONS
ADOPTED UNDER THIS SECTION.

(11) THE COMMISSION SHALL ESTABLISH STANDARDS FOR AN INTEGRATED RESOURCE PLAN THAT
SHALL BE FILED BY AN ELECTRIC UTILITY REQUESTING A CERTIFICATE OF NECESSITY UNDER THIS
SECTION. AN INTEGRATED RESOURCE PLAN SHALL INCLUDE ALL OF THE FOLLOWING:

(A) A LONG-TERM FORECAST OF THE ELECTRIC UTILITY’S LOAD GROWTH UNDER VARIOUS
REASONABLE SCENARIOS.

(B) THE TYPE OF GENERATION TECHNOLOGY PROPOSED FOR THE GENERATION FACILITY AND
THE PROPOSED CAPACITY OF THE GENERATION FACILITY, INCLUDING PROJECTED FUEL AND
REGULATORY COSTS UNDER VARIOUS REASONABLE SCENARIOS.

(C) PROJECTED ENERGY AND CAPACITY PURCHASED OR PRODUCED BY THE ELECTRIC UTILITY
PURSUANT TO ANY RENEWABLE PORTFOLIO STANDARD.

(D) PROJECTED ENERGY EFFICIENCY PROGRAM SAVINGS UNDER ANY ENERGY EFFICIENCY
PROGRAM REQUIREMENTS AND THE PROJECTED COSTS FOR THAT PROGRAM.

(E) PROJECTED LOAD MANAGEMENT AND DEMAND RESPONSE SAVINGS FOR THE ELECTRIC UTILITY
AND THE PROJECTED COSTS FOR THOSE PROGRAMS.

(F) AN ANALYSIS OF THE AVAILABILITY AND COSTS OF OTHER ELECTRIC RESOURCES THAT COULD
DEFER, DISPLACE, OR PARTIALLY DISPLACE THE PROPOSED GENERATION FACILITY OR PURCHASED
POWER AGREEMENT, INCLUDING ADDITIONAL RENEWABLE ENERGY, ENERGY EFFICIENCY
PROGRAMS, LOAD MANAGEMENT, AND DEMAND RESPONSE, BEYOND THOSE AMOUNTS CONTAINED
IN SUBDIVISIONS (C) TO (E).

(G) ELECTRIC TRANSMISSION OPTIONS FOR THE ELECTRIC UTILITY.

(12) THE COMMISSION SHALL ALLOW FINANCING INTEREST COST RECOVERY IN AN ELECTRIC
UTILITY’S BASE RATES ON CONSTRUCTION WORK IN PROGRESS FOR CAPITAL IMPROVEMENTS
APPROVED UNDER THIS SECTION PRIOR TO THE ASSETS BEING CONSIDERED USED AND USEFUL.
REGARDLESS OF WHETHER OR NOT THE COMMISSION AUTHORIZES BASE RATE TREATMENT FOR
CONSTRUCTION WORK IN PROGRESS FINANCING INTEREST EXPENSE, AN ELECTRIC UTILITY SHALL
BE ALLOWED TO RECOGNIZE, ACCRUE, AND DEFER THE ALLOWANCE FOR FUNDS USED DURING
CONSTRUCTION RELATED TO EQUITY CAPITAL.

(13) AS USED IN THIS SECTION, “RENEWABLE ENERGY SYSTEM” MEANS THAT TERM AS DEFINED IN
THE CLEAN, RENEWABLE, AND EFFICIENT ENERGY ACT.

Sec. 10. (1) Sections 10 through 10bb shall be known and may be cited as the “customer choice and electricity reliability
act”.

(2) The purpose of sections 10a through 10bb is to do all of the following:

(a) To ensure that all retail customers in this state of electric power have a choice of electric suppliers.

(b) To allow and encourage the Michigan public service commission to foster competition in this state in the provision of
electric supply and maintain regulation of electric supply for customers who continue to choose supply from incumbent electric
utilities.
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(c) To encourage the development and construction of merchant plants which will diversify the ownership of electric
generation in this state.

(d) To ensure that all persons in this state are afforded safe, reliable electric power at a reasonable rate.

(e) To improve the opportunities for economic development in this state and to promote financially healthy and competitive
utilities in this state.

(F) TO MAINTAIN, FOSTER, AND ENCOURAGE ROBUST, RELIABLE, AND ECONOMIC GENERATION,
DISTRIBUTION, AND TRANSMISSION SYSTEMS TO PROVIDE THIS STATE’S ELECTRIC SUPPLIERS AND
GENERATORS AN OPPORTUNITY TO ACCESS REGIONAL SOURCES OF GENERATION AND WHOLESALE
POWER MARKETS AND TO ENSURE A RELIABLE SUPPLY OF ELECTRICITY IN THIS STATE.

3)>-Subsection(2)-doesnotapplty-after Pecember31,2063-
Sec. 10a. (1) NotaterthanJanuary+-2002,the THE commission shall issue orders establishing the rates, terms, and
conditions of service that allow all retail customers of an electric utility or provider to choose an alternative electric supplier.

commisston—THE ORDERS SHALL DO ALL OF THE FOLLOWING:

(A) PROVIDE THAT NO MORE THAN 10% OF AN ELECTRIC UTILITY’S AVERAGE WEATHER-ADJUSTED
RETAIL SALES FOR THE PRECEDING CALENDAR YEAR MAY TAKE SERVICE FROM AN ALTERNATIVE
ELECTRIC SUPPLIER AT ANY TIME.

(B) SET FORTH PROCEDURES NECESSARY TO ADMINISTER AND ALLOCATE THE AMOUNT OF LOAD
THAT WILL BE ALLOWED TO BE SERVED BY ALTERNATIVE ELECTRIC SUPPLIERS, THROUGH THE USE
OF ANNUAL ENERGY ALLOTMENTS AWARDED ON A CALENDAR YEAR BASIS, AND SHALL PROVIDE,
AMONG OTHER THINGS, THAT EXISTING CUSTOMERS WHO ARE TAKING ELECTRIC SERVICE FROM
AN ALTERNATIVE ELECTRIC SUPPLIER AT A FACILITY ON THE EFFECTIVE DATE OF THE AMENDATORY
ACT THAT ADDED THIS SUBDIVISION SHALL BE GIVEN AN ALLOCATED ANNUAL ENERGY ALLOTMENT
FOR THAT SERVICE AT THAT FACILITY, THAT CUSTOMERS SEEKING TO EXPAND USAGE AT A FACILITY
SERVED THROUGH AN ALTERNATIVE ELECTRIC SUPPLIER WILL BE GIVEN NEXT PRIORITY, WITH
THE REMAINING AVAILABLE LOAD, IF ANY, ALLOCATED ON A FIRST-COME FIRST-SERVED BASIS.
THE PROCEDURES SHALL ALSO PROVIDE HOW CUSTOMER FACILITIES WILL BE DEFINED FOR THE
PURPOSE OF ASSIGNING THE ANNUAL ENERGY ALLOTMENTS TO BE ALLOCATED UNDER THIS
SECTION. THE COMMISSION SHALL NOT ALLOCATE ADDITIONAL ANNUAL ENERGY ALLOTMENTS
AT ANY TIME WHEN THE TOTAL ANNUAL ENERGY ALLOTMENTS FOR THE UTILITY’S DISTRIBUTION
SERVICE TERRITORY IS GREATER THAN 10% OF THE UTILITY’S WEATHER ADJUSTED RETAIL SALES
IN THE CALENDAR YEAR PRECEDING THE DATE OF ALLOCATION. IF THE SALES OF A UTILITY ARE
LESS IN A SUBSEQUENT YEAR OR IF THE ENERGY USAGE OF A CUSTOMER RECEIVING ELECTRIC
SERVICE FROM AN ALTERNATIVE ELECTRIC SUPPLIER EXCEEDS ITS ANNUAL ENERGY ALLOTMENT
FOR THAT FACILITY, THAT CUSTOMER SHALL NOT BE FORCED TO PURCHASE ELECTRICITY FROM A
UTILITY, BUT MAY PURCHASE ELECTRICITY FROM AN ALTERNATIVE ELECTRIC SUPPLIER FOR THAT
FACILITY DURING THAT CALENDAR YEAR.

(C) NOTWITHSTANDING ANY OTHER PROVISION OF THIS SECTION, CUSTOMERS SEEKING TO
EXPAND USAGE AT A FACILITY THAT HAS BEEN CONTINUOUSLY SERVED THROUGH AN ALTERNATIVE
ELECTRIC SUPPLIER SINCE APRIL 1, 2008 SHALL BE PERMITTED TO PURCHASE ELECTRICITY FROM
AN ALTERNATIVE ELECTRIC SUPPLIER FOR BOTH THE EXISTING AND ANY EXPANDED LOAD AT THAT
FACILITY AS WELL AS ANY NEW FACILITY CONSTRUCTED OR ACQUIRED AFTER THE EFFECTIVE
DATE OF THE AMENDATORY ACT THAT ADDED THIS SUBDIVISION THAT IS SIMILAR IN NATURE IF THE
CUSTOMER OWNS MORE THAN 50% OF THE NEW FACILITY.

(D) NOTWITHSTANDING ANY OTHER PROVISION OF THIS SECTION, ANY CUSTOMER OPERATING
AN IRON ORE MINING FACILITY, IRON ORE PROCESSING FACILITY, OR BOTH, LOCATED IN THE
UPPER PENINSULA OF THIS STATE, SHALL BE PERMITTED TO PURCHASE ALL OR ANY PORTION OF ITS
ELECTRICITY FROM AN ALTERNATIVE ELECTRIC SUPPLIER, REGARDLESS OF WHETHER THE SALES
EXCEED 10% OF THE SERVING ELECTRIC UTILITY’S AVERAGE WEATHER-ADJUSTED RETAIL SALES.

(2) The commission shall issue orders establishing a licensing procedure for all alternative electric suppliers. To ensure
adequate service to customers in this state, the commission shall require that an alternative electric supplier maintain an office
within this state, shall assure that an alternative electric supplier has the necessary financial, managerial, and technical capabilities,
shall require that an alternative electric supplier maintain records which the commission considers necessary, and shall ensure an
alternative electric supplier’s accessibility to the commission, to consumers, and to electric utilities in this state. The commission
also shall require alternative electric suppliers to agree that they will collect and remit to local units of government all applicable
users, sales, and use taxes. An alternative electric supplier is not required to obtain any certificate, license, or authorization from
the commission other than as required by this act.

(3) The commission shall issue orders to ensure that customers in this state are not switched to another supplier or billed for
any services without the customer’s consent.
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(4) No later than December 2, 2000, the commission shall establish a code of conduct that shall apply to all electric utilities.
The code of conduct shall include, but is not limited to, measures to prevent cross-subsidization, information sharing, and
preferential treatment, between a utility’s regulated and unregulated services, whether those services are provided by the utility
or the utility’s affiliated entities. The code of conduct established under this subsection shall also be applicable to electric
utilities and alternative electric suppliers consistent with section 10, this section, and sections 10b through 10cc.

(5) An electric utility may offer its customers an appliance service program. Except as otherwise provided by this section,
the utility shall comply with the code of conduct established by the commission under subsection (4). As used in this section,
“appliance service program” or “program” means a subscription program for the repair and servicing of heating and cooling
systems or other appliances.

(6) A utility offering a program under subsection (5) shall do all of the following:

(a) Locate within a separate department of the utility or affiliate within the utility’s corporate structure the personnel
responsible for the day-to-day management of the program.

(b) Maintain separate books and records for the program, access to which shall be made available to the commission upon
request.

(c) Not promote or market the program through the use of utility billing inserts, printed messages on the utility’s billing
materials, or other promotional materials included with customers’ utility bills.

(7) All costs directly attributable to an appliance service program allowed under subsection (5) shall be allocated to the
program as required by this subsection. The direct and indirect costs of employees, vehicles, equipment, office space, and
other facilities used in the appliance service program shall be allocated to the program based upon the amount of use by the
program as compared to the total use of the employees, vehicles, equipment, office space, and other facilities. The cost of the
program shall include administrative and general expense loading to be determined in the same manner as the utility determines
administrative and general expense loading for all of the utility’s regulated and unregulated activities. A subsidy by a utility
does not exist if costs allocated as required by this subsection do not exceed the revenue of the program.

(8) A utility may include charges for its appliance service program on its monthly billings to its customers if the utility
complies with all of the following requirements:

(a) All costs associated with the billing process, including the postage, envelopes, paper, and printing expenses, are allocated
as required under subsection (7).

(b) A customer’s regulated utility service is not terminated for nonpayment of the appliance service program portion of the
bill.

(c) Unless the customer directs otherwise in writing, a partial payment by a customer is applied first to the bill for regulated
service.

(9) In marketing its appliance service program to the public, a utility shall do all of the following:

(a) The list of customers receiving regulated service from the utility shall be available to a provider of appliance repair service
upon request within 2 business days. The customer list shall be provided in the same electronic format as such information is
provided to the appliance service program. A new customer shall be added to the customer list within 1 business day of the date
the customer requested to turn on service.

(b) Appropriately allocate costs as required under subsection (7) when personnel employed at a utility’s call center provide
appliance service program marketing information to a prospective customer.

(c) Prior to enrolling a customer into the program, the utility shall inform the potential customer of all of the following:

(i) That appliance service programs may be available from another provider.

(ii) That the appliance service program is not regulated by the commission.

(iii) That a new customer shall have 10 days after enrollment to cancel his or her appliance service program contract without
penalty.

(iv) That the customer’s regulated rates and conditions of service provided by the utility are not affected by enrollment in the
program or by the decision of the customer to use the services of another provider of appliance repair service.

(d) The utility name and logo may be used to market the appliance service program provided that the program is not marketed
in conjunction with a regulated service. To the extent that a program utilizes the utility’s name and logo in marketing the
program, the program shall include language on all material indicating that the program is not regulated by the commission.
Costs shall not be allocated to the program for the use of the utility’s name or logo.

(10) This section does not prohibit the commission from requiring a utility to include revenues from an appliance service
program in establishing base rates. If the commission includes the revenues of an appliance service program in determining a
utility’s base rates, the commission shall also include all of the costs of the program as determined under this section.

(11) Except as otherwise provided in this section, the code of conduct with respect to an appliance service program shall not
require a utility to form a separate affiliate or division to operate an appliance service program, impose further restrictions on
the sharing of employees, vehicles, equipment, office space, and other facilities, or require the utility to provide other providers
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(12) (13> This act does not prohibit or limit the right of a person to obtain self-service power and does not impose a transition,
implementation, exit fee, or any other similar charge on self-service power. A person using self-service power is not an electric
supplier, electric utility, or a person conducting an electric utility business. As used in this subsection, “self-service power”
means any of the following:

(a) Electricity generated and consumed at an industrial site or contiguous industrial site or single commercial establishment
or single residence without the use of an electric utility’s transmission and distribution system.

(b) Electricity generated primarily by the use of by-product fuels, including waste water solids, which electricity is consumed
as part of a contiguous facility, with the use of an electric utility’s transmission and distribution system, but only if the point or
points of receipt of the power within the facility are not greater than 3 miles distant from the point of generation.

(c) A site or facility with load existing on June 5, 2000 that is divided by an inland body of water or by a public highway, road,
or street but that otherwise meets this definition meets the contiguous requirement of this subdivision regardless of whether
self-service power was being generated on June 5, 2000.

(d) A commercial or industrial facility or single residence that meets the requirements of subdivision (a) or (b) meets this
definition whether or not the generation facility is owned by an entity different from the owner of the commercial or industrial
site or single residence.

(13) (+H-This act does not prohibit or limit the right of a person to engage in affiliate wheeling and does not impose a
transition, implementation, exit fee, or any other similar charge on a person engaged in affiliate wheeling. As used in this
section:

(a) “Affiliate” means a person or entity that directly, or indirectly through 1 or more intermediates, controls, is controlled
by, or is under common control with another specified entity. As used in this subdivision, “control” means, whether through an
ownership, beneficial, contractual, or equitable interest, the possession, directly or indirectly, of the power to direct or to cause
the direction of the management or policies of a person or entity or the ownership of at least 7% of an entity either directly or
indirectly.

(b) “Affiliate wheeling” means a person’s use of direct access service where an electric utility delivers electricity generated
at a person’s industrial site to that person or that person’s affiliate at a location, or general aggregated locations, within this state
that was either 1 of the following:

(i) For at least 90 days during the period from January 1, 1996 to October 1, 1999, supplied by self-service power, but only
to the extent of the capacity reserved or load served by self-service power during the period.

(if) Capable of being supplied by a person’s cogeneration capacity within this state that has had since January 1, 1996 a rated
capacity of 15 megawatts or less, was placed in service before December 31, 1975, and has been in continuous service since
that date. A person engaging in affiliate wheeling is not an electric supplier, an electric utility, or conducting an electric utility
business when a person engages in affiliate wheeling.

(14) (+5)-The rights of parties to existing contracts and agreements in effect as of January 1, 2000 between electric utilities
and qualifying facilities, including the right to have the charges recovered from the customers of an electric utility, or its
successor, shall not be abrogated, increased, or diminished by this act, nor shall the receipt of any proceeds of the securitization
bonds by an electric utility be a basis for any regulatory disallowance. Further, any securitization or financing order issued by
the commission that relates to a qualifying facility’s power purchase contract shall fully consider that qualifying facility’s legal
and financial interests.
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(15) A CUSTOMER WHO ELECTS TO RECEIVE SERVICE FROM AN ALTERNATIVE ELECTRIC SUPPLIER
MAY SUBSEQUENTLY PROVIDE NOTICE TO THE ELECTRIC UTILITY OF THE CUSTOMER’S DESIRE TO
RECEIVE STANDARD TARIFF SERVICE FROM THE ELECTRIC UTILITY. THE PROCEDURES IN PLACE
FOR EACH ELECTRIC UTILITY AS OF JANUARY 1, 2008 THAT SET FORTH THE TERMS PURSUANT TO
WHICH A CUSTOMER RECEIVING SERVICE FROM AN ALTERNATIVE ELECTRIC SUPPLIER MAY
RETURN TO FULL SERVICE FROM THE ELECTRIC UTILITY ARE RATIFIED AND SHALL REMAIN IN
EFFECT AND MAY BE AMENDED BY THE COMMISSION AS NEEDED. IF AN ELECTRIC UTILITY DID NOT
HAVE THE PROCEDURES IN PLACE AS OF JANUARY 1, 2008, THE COMMISSION SHALL ADOPT THOSE
PROCEDURES.

(16) THE COMMISSION SHALL AUTHORIZE RATES THAT WILL ENSURE THAT AN ELECTRIC UTILITY
THAT OFFERED RETAIL OPEN ACCESS SERVICE FROM 2002 THROUGH THE EFFECTIVE DATE OF THE
AMENDATORY ACT THAT ADDED THIS SUBSECTION FULLY RECOVERS ITS RESTRUCTURING COSTS
AND ANY ASSOCIATED ACCRUED REGULATORY ASSETS. THIS INCLUDES, BUT IS NOT LIMITED TO,
IMPLEMENTATION COSTS, STRANDED COSTS, AND COSTS AUTHORIZED PURSUANT TO SECTION 10D(4)
AS IT EXISTED PRIOR TO THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS
SUBSECTION, THAT HAVE BEEN AUTHORIZED FOR RECOVERY BY THE COMMISSION IN ORDERS
ISSUED PRIOR TO THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS SUBSECTION.
THE COMMISSION SHALL APPROVE SURCHARGES THAT WILL ENSURE FULL RECOVERY OF ALL
SUCH COSTS WITHIN 5 YEARS OF THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS
SUBSECTION.

(17) AS USED IN SUBSECTIONS (1) AND (15):

(A) “CUSTOMER” MEANS THE BUILDING OR FACILITIES SERVED THROUGH A SINGLE EXISTING
ELECTRIC BILLING METER AND DOES NOT MEAN THE PERSON, CORPORATION, PARTNERSHIP,
ASSOCIATION, GOVERNMENTAL BODY, OR OTHER ENTITY OWNING OR HAVING POSSESSION OF THE
BUILDING OR FACILITIES.

(B) “STANDARD TARIFF SERVICE” MEANS, FOR EACH REGULATED ELECTRIC UTILITY, THE RETAIL
RATES, TERMS, AND CONDITIONS OF SERVICE APPROVED BY THE COMMISSION FOR SERVICE TO
CUSTOMERS WHO DO NOT ELECT TO RECEIVE GENERATION SERVICE FROM ALTERNATIVE ELECTRIC
SUPPLIERS.

Sec. 10b. (1) The commission shall establish rates, terms, and conditions of electric service that promote and enhance the
development of new generation, transmlssmn and dlstrlbutlon technologles

(2) No later than 1 year from the-e v 4 hts—seetion-JUNE 5, 2000, each electric
utility shall file an application with the commission to unbundle its ex1st1ng commercial and industrial rate schedules and
separately identify and charge for their discrete services. No earlier than 1 year from the-effeetive-date-of the-amendatoryaet
that-added-thisseetionr JUNE 5, 2000, the commission may order the electric utility to file an application to unbundle existing
residential rate schedules. The commission may allow the unbundled rates to be expressed on residential billings in terms of
percentages in order to simplify residential billing. The commission shall allow recovery by electric utilities of all just and
reasonable costs incurred by electric utilities to implement and administer the provisions of this subsection.

(3) The orders issued under this act shall include, but are not limited to, the providing of reliable and lower cost competitive
rates for all customers in this state.

(4) An electric utility is obligated, with commission oversight, to provide standby generation service for open access load
on a best efforts basis until December 31, 2001 or the date established under section 10d(2) AS IT EXISTED PRIOR TO
THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS SENTENCE, whichever is later. The
pricing for the electric generation standby service is equal to the retail market price of comparable standby service allowed
under subsection (5). An electric utility is not required to interrupt firm off-system sales or firm service customers to provide
standby generation service. Until the date established under section 10d(2) AS IT EXISTED PRIOR TO THE EFFECTIVE
DATE OF THE AMENDATORY ACT THAT ADDED THIS SENTENCE, standby generation service shall continue to be
provided to nonopen access customers under regulated tariffs.

(5) The methodology for identifying the retail market price for electric generation service to be applied under this section
shall be determined by the commission based upon market indices commonly relied upon in the electric generation industry,
adjusted as approprlate to reﬁect retaﬂ market pr1ces in the relevant market.

Sec. 10d :
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(1) (9)—If an electrlc ut111ty serving less than 1, 000 000 retall customers in th1s state as of May 1 2000 issues securltrzatlon
bonds as allowed under this act, it shall have the same rights, duties, and obligations under this section as an electric utility
serving 1,000,000 or more retail customers in this state as of May 1, 2000.

(2) (16 The commission shall take the necessary steps to ensure that all electrical power generating facilities in this state
comply with all rules, regulations, and standards of the federal environmental protection agency regarding mercury emissions.

(3) (A covered utility may apply to the commission to recover enhanced security costs for an electric generating facility
through a security recovery factor. If the commission action under subsection (+3)-(5) is approval of a security recovery factor,
the covered utility may recover those enhanced security costs.

(4) (+2)-The commission shall require that notice of the application filed under subsection (++)-(3) be published by the
covered utility within 30 days from the date the application was filed. The initial hearing by the commission shall be held within
20 days of the date the notice was published in newspapers of general circulation in the service territory of the covered utility.

(5) t43)The commission may issue an order approving, rejecting, or modifying the security recovery factor. If the commission
issues an order approving a security recovery factor, that order shall be issued within 120 days of the initial hearing required under
subsection (12)-(4). In determining the security recovery factor, the commission shall only include costs that the commission
determines are reasonable and prudent and that are jurisdictionally assigned to retail customers of the covered utility in this
state. The costs included shall be net of any proceeds that have been or will be received from another source, including, but not
limited to, any applicable insurance settlements received by the covered utility or any grants or other emergency relief from
federal, state, or local governmental agencies for the purpose of defraying enhanced security costs. In its order, the commission
shall designate a period for recovery of enhanced security costs, including a reasonable return on the unamortized balance, over
a period not to exceed 5 years The securlty recovery factor shall not be less than Zero.

6) ~ d 3 i eetionrNO LATER THAN
FEBRUARY 18,2003, the commission shall by order prescrlbe the form for the filing of an apphcatlon for a security recovery
factor under subsection (+)~(3). If the commission or its designee determines that a filing is incomplete, it shall notify the
covered utility within 10 days of the filing.

(7) t+5)Records or other information supplied by the covered utility in an application for recovery of security costs under
subsection (+H-(3) that describe security measures, including, but not limited to, emergency response plans, risk planning
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documents, threat assessments, domestic preparedness strategies, and other plans for responding to acts of terrorism are not
subject to the freedom of information act, 1976 PA 442, MCL 15.231 to 15.246, and shall be treated as confidential by the
commission.

(8) t+6)-The commission shall issue protective orders as are necessary to protect the information found by the commission
to be confidential under this section.

(9) (+H-As used in this section:

(a) “Act of terrorism” means a willful and deliberate act that is all of the following:

(i) An act that would be a violent felony under the laws of this state, whether or not committed in this state.

(if) An act that the person knows or has reason to know is dangerous to human life.

(iif) An act that is intended to intimidate or coerce a civilian population or influence or affect the conduct of government or
a unit of government through intimidation or coercmn

(b) “Covered utility” means an electric utility subjee ' ovist i 3 st

~WITH 1,000,000 OR MORE RETAIL CUSTOMERS IN THIS STATE AS OF MAY 1, 2000 or AN
ELECTRIC UTILITY SUBJECT TO the rate provisions of commission orders in case numbers U-11181-R and U-12204.

(c) “Enhanced security costs” means reasonable and prudent costs of new and enhanced security measures incurred before
January 1, 2006 for an electric generating facility by a covered utility that are required by federal or state regulatory security
requirements issued after September 11, 2001 or determined to be necessary by the commission to provide reasonable security
from an act of terrorism. Enhanced security costs include increases in the cost of insurance that are attributable to an increased
terror related risk and the costs of maintaining or restoring electric service as the result of an act of terrorism.

(d) “Security recovery factor” means an unbundled charge for all retail customers, except for customers of alternative electric
suppliers, to recover enhanced security costs that have been approved by the commission.

Sec. 10g. (1) As used in sections 10 through 10bb:

(a) “Alternative electric supplier” means a person selling electric generation service to retail customers in this state. Alternative
electric supplier does not include a person who physically delivers electricity directly to retail customers in this state. An
alternative electric supplier is not a public utility.

(b) “Commission” means the Michigan public service commission in-the-department-of-consumer-and-industry-services
CREATED IN SECTION 1.

(c) “Electric utility” means that term as defined in section 2 of the electric transmission line certification act, 1995 PA 30,
MCL 460.562.

(D) “INDEPENDENT TRANSMISSION OWNER” MEANS AN INDEPENDENT TRANSMISSION COMPANY
AS THAT TERM IS DEFINED IN SECTION 2 OF THE ELECTRIC TRANSMISSION LINE CERTIFICATION
ACT, 1995 PA 30, MCL 460.562.

(E) tdh—Merchant plant” means electric generating equipment and associated facilities with a capacity of more than
100 kilowatts located in this state that are not owned and operated by an electric utility.

(F) tey“Relevant market” means either the Upper Peninsula or the Lower Peninsula of this state.

(G) tH"Renewable energy source” means energy generated by solar, wind, geothermal, biomass, including waste-to-energy
and landfill gas, or hydroelectric.

(2) A school district aggregating electricity for school properties or an exclusive aggregator for public or private school
properties is not an electric utility or a public utility for the purpose of that aggregation.

Sec. 10p. (1) Each electric utility operating in this state shall establish an industry worker transition program that shall, in
consultation with employees or applicable collective bargaining representatives, provide skills upgrades, apprenticeship and
training programs, voluntary separation packages consistent with reasonable business practices, and job banks to coordinate
and assist placement of employees into comparable employment at no less than the wage rates and substantially equivalent
fringe benefits received before the transition.

(2) Stranded-THE costs RESULTING FROM SUBSECTION (1) shall include audited and verified employee-related
restructuring costs that are incurred as a result of the amendatory act that added this section or as a result of prior commission
restructuring orders, including employee severance costs, employee retraining programs, early retirement programs, outplacement
programs, and similar costs and programs, that have been approved and found to be prudently incurred by the commission.

(3) In the event of a sale, purchase, or any other transfer of ownership of 1 or more Michigan divisions or business units,
or generating stations or generating units, of an electric utility, to either a third party or a utility subsidiary, the electric
utility’s contract and agreements with the acquiring entity or persons shall require all of the following for a period of at least
30 months:

(a) That the acquiring entity or persons hire a sufficient number of nonsupervisory employees to safely and reliably operate
and maintain the station, division, or unit by making offers of employment to the nonsupervisory workforce of the electric
utility’s division, business unit, generating station, or generating unit.

(b) That the acquiring entity or persons not employ nonsupervisory employees from outside the electric utility’s workforce
unless offers of employment have been made to all qualified nonsupervisory employees of the acquired business unit or
facility.

(c) That the acquiring entity or persons have a dispute resolution mechanism culminating in a final and binding decision by
a neutral third party for resolving employee complaints or disputes over wages, fringe benefits, and working conditions.
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(d) That the acquiring entity or persons offer employment at no less than the wage rates and substantially equivalent fringe
benefits and terms and conditions of employment that are in effect at the time of transfer of ownership of the division, business
unit, generating station, or generating unit. The wage rates and substantially equivalent fringe benefits and terms and conditions
of employment shall continue for at least 30 months from the time of the transfer of ownership unless the employees, or where
applicable collective bargaining representative, and the new employer mutually agree to different terms and conditions of
employment within that 30-month period.

(4) The electric utility shall offer a transition plan to those employees who are not offered jobs by the entity because the entity
has a need for fewer workers. If there is litigation concerning the sale, or other transfer of ownership of the electric utility’s
divisions, business units, generating stations, or generating units, the 30-month period under subsection (3) wittbegir BEGINS
on the date the acquiring entity or persons take control or management of the divisions, business units, generating stations, or
generating units of the electric utility.

(5) The commission shall adopt generally applicable service quality and reliability standards for the transmission,
GENERATION, and distribution systems of electric utilities and other entities subject to its jurisdiction, including, but not
limited to, standards for service outages, distribution facility upgrades, repairs and maintenance, telephone service, billing
service, operational reliability, and public and worker safety. In setting service quality and reliability standards, the commission
shall consider safety, costs, local geography and weather, applicable codes, national electric industry practices, sound engineering
judgment, and experience. The commission shall also include provisions to upgrade the service quality of distribution circuits
that historically have experienced significantly below-average performance in relationship to similar distribution circuits.

(6) Annually, each jurisdictional utility or entity shall file its report with the commission detailing actions to be taken
to comply with the service quality and reliability standards during the next calendar year and its performance in relation
to the service quality and reliability standards during the prior calendar year. The annual reports shall contain that data as
required by the commission, INCLUDING THE ESTIMATED COST OF ACHIEVING IMPROVEMENTS IN THE
JURISDICTIONAL UTILITY’S OR ENTITY’S PERFORMANCE WITH RESPECT TO THE SERVICE QUALITY
AND RELIABILITY STANDARDS.

(7) The commission shall analyze the data to determine whether the jurisdictional entities are properly operating and
maintaining their systems ;assessthe-impactof-deregutationronrehability;-and take corrective action if needed.

(8) THE COMMISSION SHALL SUBMIT A REPORT TO THE GOVERNOR AND THE LEGISLATURE BY
SEPTEMBER 1, 2009. IN PREPARING THE REPORT, THE COMMISSION SHOULD REVIEW AND CONSIDER
RELEVANT EXISTING CUSTOMER SURVEYS AND EXAMINE WHAT OTHER STATES HAVE DONE. THIS
REPORT SHALL INCLUDE ALL OF THE FOLLOWING:

(A) AN ASSESSMENT OF THE MAJOR TYPES OF END-USE CUSTOMER POWER QUALITY DISTURBANCES,
INCLUDING, BUT NOT LIMITED TO, VOLTAGE SAGS, OVERVOLTAGES, OSCILLATORY TRANSIENTS,
VOLTAGE SWELLS, DISTORTION, POWER FREQUENCY VARIATIONS, AND INTERRUPTIONS, CAUSED BY
BOTH THE DISTRIBUTION AND TRANSMISSION SYSTEMS WITHIN THIS STATE.

(B) AN ASSESSMENT OF UTILITY POWER PLANT GENERATING COST EFFICIENCY, INCLUDING, BUT
NOT LIMITED TO, OPERATIONAL EFFICIENCY, ECONOMIC GENERATING COST EFFICIENCY, AND
SCHEDULES FOR PLANNED AND UNPLANNED OUTAGES.

(C) CURRENT EFFORTS EMPLOYED BY THE COMMISSION TO MONITOR OR ENFORCE STANDARDS
PERTAINING TO END-USE CUSTOMER POWER QUALITY DISTURBANCES AND UTILITY POWER PLANT
GENERATING COST EFFICIENCY EITHER THROUGH CURRENT PRACTICE, STATUTE, POLICY, OR
RULE.

(D) RECOMMENDATIONS FOR USE OF COMMON CHARACTERISTICS, MEASURES, AND INDICES TO
MONITOR POWER QUALITY DISTURBANCES AND POWER PLANT GENERATING COST EFFICIENCY,
SUCH AS EXPERT CUSTOMER SERVICE ASSESSMENTS, FREQUENCY OF DISTURBANCE OCCURRENCE,
DURATION OF DISTURBANCE, AND VOLTAGE MAGNITUDE.

(E) RECOMMENDATIONS FOR STATUTORY CHANGES THAT WOULD BE NECESSARY TO ENABLE
THE COMMISSION TO PROPERLY MONITOR AND ENFORCE STANDARDS TO OPTIMIZE POWER
PLANT GENERATING COST EFFICIENCY AND MINIMIZE POWER QUALITY DISTURBANCES. THESE
RECOMMENDATIONS SHALL INCLUDE RECOMMENDATIONS TO PROVIDE METHODS TO ENSURE THAT
THIS STATE CAN OBTAIN OPTIMAL AND COST-EFFECTIVE END-USE CUSTOMER POWER QUALITY TO
ATTRACT ECONOMIC DEVELOPMENT AND INVESTMENT INTO THE STATE.

(9) BY DECEMBER 31, 2009, THE COMMISSION SHALL, BASED ON ITS FINDINGS IN SUBSECTION (8),
REVIEW ITS EXISTING RULES UNDER THIS SECTION AND AMEND THE RULES, IF NEEDED, UNDER
THE ADMINISTRATIVE PROCEDURES ACT OF 1969, 1969 PA 306, MCL 24.201 TO 24.328, TO IMPLEMENT
PERFORMANCE STANDARDS FOR GENERATION FACILITIES AND FOR DISTRIBUTION FACILITIES TO
PROTECT END-USE CUSTOMERS FROM POWER QUALITY DISTURBANCES.

(10) ANY STANDARDS OR RULES DEVELOPED UNDER THIS SECTION SHALL BE DESIGNED TO DO THE
FOLLOWING, AS APPLICABLE:

(A) ESTABLISH DIFFERENT REQUIREMENTS FOR EACH CUSTOMER CLASS, WHENEVER THOSE
DIFFERENT REQUIREMENTS ARE APPROPRIATE TO CARRY OUT THE PROVISIONS OF THIS SECTION,
AND TO REFLECT DIFFERENT LOAD AND SERVICE CHARACTERISTICS OF EACH CUSTOMER CLASS.
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(B) CONSIDER THE AVAILABILITY AND ASSOCIATED COST OF NECESSARY EQUIPMENT AND LABOR
REQUIRED TO MAINTAIN OR UPGRADE DISTRIBUTION AND GENERATING FACILITIES.

(C) ENSURE THAT THE MOST COST-EFFECTIVE MEANS OF ADDRESSING POWER QUALITY
DISTURBANCES ARE PROMOTED FOR EACH UTILITY, INCLUDING CONSIDERATION OF THE
INSTALLATION OF EQUIPMENT OR ADOPTION OF OPERATING PRACTICES AT THE END-USER’S
LOCATION.

(D) TAKE INTO ACCOUNT THE EXTENT TO WHICH THE BENEFITS ASSOCIATED WITH ACHIEVING A
SPECIFIED STANDARD OR IMPROVEMENT ARE OFFSET BY THE INCREMENTAL CAPITAL, FUEL, AND
OPERATION AND MAINTENANCE EXPENSES ASSOCIATED WITH MEETING THE SPECIFIED STANDARD
OR IMPROVEMENT.

(E) CAREFULLY CONSIDER THE TIME FRAME FOR ACHIEVING A SPECIFIED STANDARD, TAKING
INTO ACCOUNT THE TIME REQUIRED TO IMPLEMENT NEEDED INVESTMENTS OR MODIFY OPERATING
PRACTICES.

(11) THE COMMISSION SHALL ALSO CREATE BENCHMARKS FOR INDIVIDUAL JURISDICTIONAL
ENTITIES WITHIN THEIR RATE-MAKING PROCESS IN ORDER TO ACCOMPLISH THE GOALS OF THIS
SECTION TO ALLEVIATE END-USE CUSTOMER POWER QUALITY DISTURBANCES AND PROMOTE
POWER PLANT GENERATING COST EFFICIENCY.

(12) THE COMMISSION SHALL ESTABLISH A METHOD FOR GATHERING DATA FROM THE INDUSTRIAL
CUSTOMER CLASS TO ASSIST IN MONITORING POWER QUALITY AND RELIABILITY STANDARDS
RELATED TO SERVICE CHARACTERISTICS OF THE INDUSTRIAL CUSTOMER CLASS.

(13) 8y The commission shaltbe-IS authorized to levy financial incentives and penalties upon any jurisdictional entity which
exceeds or fails to meet the service quality and reliability standards.

(14) AS USED IN THIS SECTION, “JURISDICTIONAL UTILITY” OR “JURISDICTIONAL ENTITY” MEANS
JURISDICTIONAL REGULATED UTILITY AS THAT TERM IS DEFINED IN SECTION 6Q.

Sec. 10r. (1) The commission shall establish minimum standards for the form and content of all disclosures, explanations, or
sales information disseminated by a person selling electric service to ensure that the person provides adequate, accurate, and
understandable information about the service that enables a customer to make an informed decision relating to the source and
type of electric service purchased. The standards shall be developed to do all of the following:

(a) Not be unduly burdensome.

(b) Not unnecessarily delay or inhibit the initiation and development of competition for electric generation service in any
market.

(c) Establish different requirements for disclosures, explanations, or sales information relating to different services or similar
services to different classes of customers, whenever sateh-THE different requirements are appropriate to carry out the purposes
of this section.

(2) 3> The commission shall require that, starting January 1, 2002, all electric suppliers disclose in standardized, uniform
format on the customer’s bill with a bill insert, on customer contracts, or, for cooperatives, IN periodicals issued by an
association of rural electric cooperatives, information about the environmental characteristics of electricity products purchased
by the customer, including all of the following:

(a) The average fuel mix, including categories for oil, gas, coal, solar, hydroelectric, wind, biofuel, nuclear, solid waste
incineration, biomass, and other fuel sources. If a source fits into the other category, the specific source must be disclosed.
A regional average, determined by the commission, may be used only for that portion of the electricity purchased by the
customer for which the fuel mix cannot be discerned. For the purposes of this subdivision, “biomass” means dedicated crops
grown for energy production and organic waste.

(b) The average emissions, in pounds per megawatt hour, sulfur dioxide, carbon dioxide, and oxides of nitrogen. An emissions
default, determined by the commission, may be used if the regional average fuel mix is being disclosed.

(c) The average of the high-level nuclear waste generated in pounds per megawatt hour.

(d) The regional average fuel mix and emissions profile as referenced in subseetton—<3)ta)"SUBDIVISIONS (A), (b),
and (c).

(3) t9H-The information required by subsection {3)-(2) shall be provided no more than twice annually, and be based on a
rolling annual average. Emissions factors will be based on annual publicly available data by generation source.

(4) t5>-All of the information required to be provided under subsection (1) shall also be provided to the commission to be
included on the commission’s internet site.
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(5) t6)-"The commission shall establish the Michigan renewables energy program. The program shall be designed to inform
customers in this state of the availability and value of using renewable energy generation and the potential of reduced pollution.
The program shall also be designed to promote the use of existing renewable energy sources and encourage the development of
new facilities.

(6) WITHIN 2 YEARS OF THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS
SUBSECTION, THE COMMISSION SHALL CONDUCT A STUDY AND REPORT TO THE GOVERNOR AND
THE HOUSE AND SENATE STANDING COMMITTEES WITH OVERSIGHT OF PUBLIC UTILITIES ISSUES ON
THE ADVISABILITY OF SEPARATING ELECTRIC DISTRIBUTION AND GENERATION WITHIN ELECTRIC
UTILITIES, TAKING INTO ACCOUNT THE COSTS, BENEFITS, EFFICIENCIES TO BE GAINED OR LOST,
EFFECTS ON CUSTOMERS, EFFECTS ON RELIABILITY OR QUALITY OF SERVICE, AND OTHER FACTORS
WHICH THE COMMISSION DETERMINES ARE APPROPRIATE. THE REPORT SHALL INCLUDE, BUT IS NOT
LIMITED TO, THE ADVISABILITY OF LOCATING WITHIN SEPARATE DEPARTMENTS OF THE UTILITY
THE PERSONNEL RESPONSIBLE FOR THE DAY-TO-DAY MANAGEMENT OF ELECTRIC DISTRIBUTION
AND GENERATION AND MAINTAINING SEPARATE BOOKS AND RECORDS FOR ELECTRIC DISTRIBUTION
AND GENERATION.

(7) TWO YEARS AFTER THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS
SUBSECTION, THE COMMISSION SHALL CONDUCT A STUDY AND REPORT TO THE GOVERNOR AND
THE HOUSE AND SENATE STANDING COMMITTEES WITH OVERSIGHT OF PUBLIC UTILITIES ISSUES
ON WHETHER THE STATE WOULD BENEFIT FROM THE CREATION OF A PURCHASING POOL IN WHICH
ELECTRIC GENERATION IN THIS STATE IS PURCHASED AND THEN RESOLD. THE REPORT SHALL
INCLUDE, BUT IS NOT LIMITED TO, WHETHER THE PURCHASING POOL SHALL BE A SEPARATE ENTITY
FROM ELECTRIC UTILITIES, THE IMPACT OF SUCH A POOL ON ELECTRIC UTILITIES’ MANAGEMENT
OF THEIR ELECTRICAL GENERATING ASSETS, AND WHETHER RATEPAYERS WOULD BENEFIT FROM
SPREADING THE COST OF NEW ELECTRIC GENERATION ACROSS ALL OR A PORTION OF THIS STATE.

(8) WITHIN 270 DAYS OF THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS
SUBSECTION, EACH ELECTRIC UTILITY REGULATED BY THE COMMISSION SHALL FILE WITH THE
COMMISSION A PLAN FOR UTILIZING DISPATCHABLE CUSTOMER-OWNED DISTRIBUTED GENERATION
WITHIN THE CONTEXT OF ITS INTEGRATED RESOURCE PLANNING PROCESS. INCLUDED IN THE
UTILITY’S FILING SHALL BE PROPOSALS FOR ENROLLING AND COMPENSATING CUSTOMERS FOR
THE UTILITY’S RIGHT TO DISPATCH AT-WILL THE DISTRIBUTED GENERATION ASSETS OWNED BY
THOSE CUSTOMERS AND PROVISIONS REQUIRING THE CUSTOMER TO MAINTAIN THESE ASSETS IN A
DISPATCHABLE CONDITION. IF AN ELECTRIC UTILITY ALREADY HAS PROGRAMS ADDRESSING THE
SUBJECT OF THE FILING REQUIRED UNDER THIS SUBSECTION, THE UTILITY MAY REFER TO AND
TAKE CREDIT FOR THOSE EXISTING PROGRAMS IN ITS PROPOSED PLAN

Secle(l) he-com

Any retall customer of a cooperatlve with a peak 10ad of 1 megawatt or greater shall be provided the opportunlty to choose an
alternative electric supplier notater-thanJanwary 152062-SUBJECT TO THE PROVISIONS IN SECTION 10A.

(2) The commission shall not require a cooperative electric utility or an independent investor-owned utility with fewer than
60 employees to maintain separate facilities, operations, or personnel, used to deliver electricity to retail customers, provide
retail electric service, or to be an alternative electric supplier.

(3) Any debt service recovery charge, or other charge approved by the commission for a cooperative electric utility serving
primarily at wholesale may, upon application by its member cooperative or cooperatives, be assessed by and collected through
its member cooperative or cooperatives.

(4) The commission shall not prohibit a cooperative electric utility from metering and billing its customers for electric
services prov1ded by the cooperatrve electrrc utrhty

Sec. 10y. (1) The governing body of a municipally owned utility shall determine whether it will permit retail customers
receiving delivery service from the municipally owned utility the opportunity of choosing an alternative electric supplier,
subject to the implementation of rates, charges, terms, and conditions referred to in subsection ¢H(5).

) Except with the written consent of the munrcrpally owned utrhty, a person shall not provide delivery service or customer
account service to a retail customer that was receiving that service from a mun1c1pally owned utility as of theeffective-date

of—the—a-mendatory—aet—that—a&&ed—tht&seeﬁon—JUNE 5, 2000 or is rece1v1ng the servrce from a munrcrpally owned utility. and

r—For purposes of this

subsectlon customer means the bu11d1ng or facilities served rather than the individual, association, partnership, corporation,
governmental body, or any other entlty taklng service.
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(3) 63—W1th respect to any electric utility regardmg dehvery service to customers located out51de of the mumclpal boundarles
of the municipality that owns the utility, a governing body of a municipally owned utility may elect to operate in compliance
with R 460.3411 of the Michigan administrative code, as in effect on the—effective-date—of-the-amendatory—act-that-added
this—seetiomJUNE 5, 2000. However, compliance with R 460.3411(13) of the Michigan administrative code is not required
for the municipally owned utility. Concurrent with the filing of an election under this subsection with the commission, the
municipally owned utility shall serve a copy of the election on the electric utility. Beginning 30 days after service of the copy
of the election, the electric utility shall, as to the electlng mumclpally owned utlhty, be subject to the terms of R 460.3411 of

the Mlchlgan administrative code as in effect on thee rJUNE 5, 2000.
The commission shall decide disputes arising under this subsectlon subject to ]udlClal review and enforcement.

(4) t6)-A municipally owned utility and an electric utility that provides delivery service in the same municipality as the
municipally owned utility may enter into a written agreement to define the territorial boundaries of each utility’s delivery
service area and any other terms and conditions as necessary to provide delivery service. The agreement is not effective unless
approved by the governing body of the municipally owned utility and the commission. The governing body of the municipally
owned utility and the commission shall annually review and supervise compliance with the terms of the agreement. At the
request of a party to the agreement, disputes arising under the agreement shall be decided by the commission subject to judicial
review and enforcement.

(5) tHIf the governing body of a municipally owned utility establishes a program to permit any of its customers the
opportunity to choose an alternative electric supplier, the governing body of the municipally owned utility shall have exclusive
jurisdiction to do all of the following:

(a) Set delivery service rates applicable to services provided by the municipally owned utility that shall not be unduly
discriminatory.

(b) Determine the amount and types of, and recovery mechanism for, stranded and transition costs that will be charged.

(c) Establish rules, terms of access, and conditions that it considers appropriate for the implementation of a program to allow
customers the opportunity of choosing an alternative electric supplier.
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(6) t8-Complaints alleging unduly discriminatory rates or other noncompliance arising under subsection {7)-(5) shall be filed

in the crrcurt court for the county in Wthh the munrcrpally owned utrhty is located Complaintsarising-under-subsection4)

(7) 695—Thrs section does not prevent or limit a munrcrpally owned ut111ty from selling electricity at wholesale. A municipally
owned utility selling at wholesale is not considered to be an alternative electric supplier and is not subject to regulation by the
commission.

8) (—l—l-)-Thls sectron shall not be construed to impair the contractual rlghts of a mumclpally owned utility or customer under
an existing contract.

(9) t+2)-Contracts or other records pertaining to the sale of electricity by a municipally owned utility that are in the possession
of a public body and that contain specific pricing or other confidential or proprietary information may be exempted from public
disclosure requirements by the governing body of a municipally owned utility. Upon A showing of good cause, disclosure
subject to appropriate confidentiality provisions may be ordered by a court or the commission.

(10) (43)-This section does not affect the validity of the order relating to the terms and conditions of service in the Traverse City
area that was issued August 25, 1994, by the commission at the request of consumers power company and the light and power
board of the 01ty of Traverse Clty

(1 1) 4 3 wise provi

. . : et itity—AS PROVIDED IN SECTION 6 THE COMMISSION DOES
NOT HAVE J URISDICTION OVER A MUNICIPALLY OWNED UTILITY.

(12) (+5)-As used in this section:

(a) “Delivery service” means the providing of electric transmission or distribution to a retail customer.

(b) “Municipality” means any city, village, or township.

(c) “Customer account services” means billing and collection, provision of a meter, meter maintenance and testing, meter
reading, and other administrative activity associated with maintaining a customer account.

(13) (+6)In the event that an entity purchases 1 or more divisions or business units, or generating stations or generating units,
of a municipal electric utility, the acquiring entity’s contract and agreements with the selling municipality shall require all of
the following for a period of at least 30 months:

(a) That the acquiring entity or persons hires a sufficient number of employees to safely and reliably operate and maintain
the station, division, or unit by first making offers of employment to the workforce of the municipal electric utility’s division,
business unit, or generating unit.

(b) That the acquiring entity or persons not employ employees from outside the municipal electric utility’s workforce unless
offers of employment have been made to all qualified employees of the acquired business unit or facility.

(c) That the acquiring entity or persons have a dispute resolution mechanism culminating in a final and binding decision by
a neutral third party for resolving employee complaints or disputes over wages, fringe benefits, and working conditions.

(d) That the acquiring entity or persons offer employment at no less than the wage rates and substantially equivalent fringe
benefits and terms and conditions of employment that are in effect at the time of transfer of ownership of the division, business
unit, generating station, or generating unit. The wage rates and substantially equivalent fringe benefits and terms and conditions
of employment shall continue for at least 30 months from the time of the transfer of ownership unless the employees, or where
applicable collective bargaining representative, and the new employer mutually agree to different terms and conditions of the
employment within that 30-month period.

(e) An acquiring entity is exempt from the obligations in this subsection if the selling municipality transfers all displaced
municipal electric utility employees to positions of employment within the municipality at no less than the wage rates and
substantially equivalent fringe benefits and terms and conditions of employment that are in effect at the time of transfer. The
wage rates and substantially equivalent fringe benefits and terms and conditions of employment shall continue for at least
30 months from the time of the transfer unless the employees, or where applicable collective bargaining representative, and the
municipality mutually agree to different terms and conditions of the employment within that 30-month period.

SEC. 10DD. FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 2009, THERE IS APPROPRIATED TO
THE COMMISSION FROM THE ASSESSMENTS IMPOSED UNDER 1972 PA 299, MCL 460.111 TO 460.120,
THE AMOUNT OF $2,500,000.00 TO HIRE 25.0 FULL-TIME EQUATED POSITIONS TO IMPLEMENT THE
PROVISIONS OF THE AMENDATORY ACT THAT ADDED THIS SECTION.

SEC. 11. (1) THIS SUBSECTION APPLIES BEGINNING JANUARY 1, 2009. EXCEPT AS OTHERWISE
PROVIDED IN THIS SUBSECTION, THE COMMISSION SHALL PHASE IN ELECTRIC RATES EQUAL TO
THE COST OF PROVIDING SERVICE TO EACH CUSTOMER CLASS OVER A PERIOD OF 5 YEARS FROM
THE EFFECTIVE DATE OF THE AMENDATORY ACT THAT ADDED THIS SECTION. IF THE COMMISSION
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DETERMINES THAT THE RATE IMPACT ON INDUSTRIAL METAL MELTING CUSTOMERS WILL EXCEED
THE 2.5% LIMIT IN SUBSECTION (2), THE COMMISSION MAY PHASE IN COST-BASED RATES FOR THAT
CLASS OVER A LONGER PERIOD. THE COST OF PROVIDING SERVICE TO EACH CUSTOMER CLASS SHALL
BE BASED ON THE ALLOCATION OF PRODUCTION-RELATED AND TRANSMISSION COSTS BASED ON
USING THE 50-25-25 METHOD OF COST ALLOCATION. THE COMMISSION MAY MODIFY THIS METHOD
TO BETTER ENSURE RATES ARE EQUAL TO THE COST OF SERVICE IF THIS METHOD DOES NOT RESULT
IN A GREATER AMOUNT OF PRODUCTION-RELATED AND TRANSMISSION COSTS ALLOCATED TO
PRIMARY CUSTOMERS.

(2) THE COMMISSION SHALL ENSURE THAT THE IMPACT ON RESIDENTIAL AND INDUSTRIAL METAL
MELTING RATES DUE TO THE COST OF SERVICE REQUIREMENT IN SUBSECTION (1) IS NO MORE THAN
2.5% PER YEAR.

(3) NOTWITHSTANDING ANY OTHER PROVISION OF THIS ACT, THE COMMISSION MAY ESTABLISH
ELIGIBLE LOW-INCOME CUSTOMER OR ELIGIBLE SENIOR CITIZEN CUSTOMER RATES. UPON FILING
OF A RATE INCREASE REQUEST, A UTILITY SHALL INCLUDE PROPOSED ELIGIBLE LOW-INCOME
CUSTOMER AND ELIGIBLE SENIOR CITIZEN CUSTOMER RATES AND A METHOD TO ALLOCATE
THE REVENUE SHORTFALL ATTRIBUTED TO THE IMPLEMENTATION OF THOSE RATES UPON ALL
CUSTOMER CLASSES. AS USED IN THIS SUBSECTION, “ELIGIBLE LOW-INCOME CUSTOMER” AND
“ELIGIBLE SENIOR CITIZEN CUSTOMER” MEAN THOSE TERMS AS DEFINED IN SECTION 10T.

(4) NOTWITHSTANDING ANY OTHER PROVISION OF THIS SECTION, THE COMMISSION SHALL
ESTABLISH RATE SCHEDULES WHICH ENSURE THAT PUBLIC AND PRIVATE SCHOOLS, UNIVERSITIES,
AND COMMUNITY COLLEGES ARE CHARGED RETAIL ELECTRIC RATES THAT REFLECT THE ACTUAL
COST OF PROVIDING SERVICE TO THOSE CUSTOMERS. NOT LATER THAN 90 DAYS AFTER THE EFFECTIVE
DATE OF THE AMENDATORY ACT THAT ADDED THIS SECTION, ELECTRIC UTILITIES REGULATED
UNDER THIS SECTION SHALL FILE WITH THE COMMISSION TARIFFS TO ENSURE THAT PUBLIC AND
PRIVATE SCHOOLS, UNIVERSITIES, AND COMMUNITY COLLEGES ARE CHARGED ELECTRIC RATES AS
PROVIDED IN THIS SUBSECTION.

(5) SUBSECTIONS (1) TO (4) APPLY ONLY TO ELECTRIC UTILITIES WITH 1,000,000 OR MORE RETAIL
CUSTOMERS IN THIS STATE.

(6) THIS SUBSECTION APPLIES BEGINNING JANUARY 1, 2009. THE COMMISSION SHALL APPROVE
RATES EQUAL TO THE COST OF PROVIDING SERVICE TO CUSTOMERS OF ELECTRIC UTILITIES
SERVING LESS THAN 1,000,000 RETAIL CUSTOMERS IN THIS STATE. THE RATES SHALL BE APPROVED
BY THE COMMISSION IN EACH UTILITY’S FIRST GENERAL RATE CASE FILED AFTER PASSAGE OF
THE AMENDATORY ACT THAT ADDED THIS SECTION. IF, IN THE JUDGMENT OF THE COMMISSION,
THE IMPACT OF IMPOSING COST OF SERVICE RATES ON CUSTOMERS OF A UTILITY WOULD HAVE A
MATERIAL IMPACT, THE COMMISSION MAY APPROVE AN ORDER THAT IMPLEMENTS THOSE RATES
OVER A SUITABLE NUMBER OF YEARS. THE COMMISSION SHALL ENSURE THAT ANY IMPACT ON
RATES DUE TO THE COST OF SERVICE REQUIREMENT IN THIS SUBSECTION IS NOT MORE THAN 2.5%
PER YEAR.

(7) THE COMMISSION SHALL ANNUALLY RETAIN AN INDEPENDENT CONSULTANT TO VERIFY
THAT THE REQUIREMENTS OF THIS SECTION ARE BEING SATISFIED FOR EACH ELECTRIC UTILITY.
THE COSTS OF THIS SERVICE SHALL BE RECOVERABLE IN THE UTILITY’S ELECTRIC RATES. THIS
SUBSECTION DOES NOT APPLY AFTER DECEMBER 31, 2015.

Enacting section 1. This amendatory act does not take effect unless Senate Bill No. 213 of the 94th Legislature is enacted
into law.

Third: That the House and Senate agree to the title of the bill to read as follows:

A bill to amend 1939 PA 3, entitled “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,” by amending sections 6a, 10, 10a,
10b, 10d, 10g, 10p, 10r, 10x, and 10y (MCL 460.6a, 460.10, 460.10a, 460.10b, 460.10d, 460.10g, 460.10p, 460.10r, 460.10x,
and 460.10y), section 6a as amended by 1992 PA 37, sections 10, 10b, 10p, 10r, 10x, and 10y as added by 2000 PA 141,



No. 77]

[September 18, 2008] JOURNAL OF THE SENATE 1973

section 10a as amended by 2004 PA 88, section 10d as amended by 2002 PA 609, and section 10g as amended by 2001 PA 48,
and by adding sections 4a, 6q, 6s, 10dd, and 11.

Frank Accavitti

Matt Gillard

Mike Nofs

Conferees for the House

Randy Richardville
Dennis Olshove
Conferees for the Senate

The question being on the adoption of the conference report,
The first conference report was adopted, a majority of the members serving voting therefor, as follows:

Roll Call No. 558

Allen
Anderson
Barcia
Basham
Bishop
Brater
Cassis

Birkholz
Brown
George

Garcia

In The Chair: President

Cherry
Clark-Coleman
Clarke
Cropsey
Gilbert
Gleason

Hardiman
Jansen
Jelinek

Patterson

Yeas—25
Hunter Richardville
Jacobs Schauer
McManus Scott
Olshove Stamas
Pappageorge Switalski
Prusi Thomas

Nays—11
Kahn Van Woerkom
Kuipers Whitmer
Sanborn

Excused—2

Not Voting—0

Senator Cropsey moved that the bill be given immediate effect.
The motion prevailed, 2/3 of the members serving voting therefor.

Protests

Senators Brown and George, under their constitutional right of protest (Art. 4, Sec. 18), protested against the adoption
of the first conference report on House Bill No. 5524.
Senator Brown moved that the statement he made during the discussion of the conference report be printed as his

reasons for voting “no.”
The motion prevailed.
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Senator Brown’s statement, in which Senator George concurred, is as follows:

I rise to oppose House Bill No. 5524. With the passage of this bill and the RPS bill that it is tie-barred to it, Michigan
residents will have to add increased electric rates to the list of expenses that are already straining their budgets, including
higher gas prices, higher grocery prices, and higher tax bills.

As customers, electric rates are increased due, in large part, to this legislation. The opportunity to shop for the best
price will be all but eliminated. Public Service Commission oversight of electric rate increases will be diminished.
Ratepayers will be saddled with the cost of construction projects before construction even begins. And cost overruns of
up to 10 percent will be automatically passed on to customers in the form of rate increases. This means a $5 billion
nuclear power plant could run as much as $500 million over budget with no repercussions.

Think about what we are on the verge of doing. This bill would require the state of Michigan to guarantee a 90 percent
market share to two private companies. Not a bad deal if you’re an employee or a shareholder of one of these companies.
I’m sure that GM, Ford, and Chrysler—and their shareholders—would appreciate it, too, if the Legislature guaranteed
them 90 percent of the automobile market in Michigan. But we haven’t done that for them for the same reason we
shouldn’t be doing it now for our energy market—because it means fewer choices and higher prices for consumers.

Unlike the service tax or the problems with the MBT or any of the other legislative shortcomings of recent years, what
we do today cannot be undone. Once this bill passes, the utilities will bond for billions of dollars. Then, should legislators
come to the realization that competition keeps prices in check and improves performance, it will be said it is too late to
go back now.

To be sure, there are ways to meet Michigan’s future energy needs without eliminating competition and legislating
monopolies. Unfortunately, and here is the sad part, that path has been blocked. That path would have addressed the issue
of market certainty—that one overriding issue the incumbent utilities brought to us for resolution. As I indicated in
conference committee, I will repeat that one overriding issue the incumbent utilities brought to us for resolution—certainty
in the marketplace. But what we have done instead is vastly overreaching and decidedly contrary to sound free market
economic theory and practice.

Sadly, the fact that the majority of members in this chamber seem unwilling to consider the other option available to
us will be a great source of frustration for Michigan residents when they see their electric bills. I urge a “no” vote.

Senator Gleason asked and was granted unanimous consent to make a statement and moved that the statement be
printed in the Journal.

The motion prevailed.

Senator Gleason’s statement is as follows:

I couldn’t be more excited than I am at this moment about seeing Michigan moving into the 21st century. We have
lagged behind too many states for far too long. As I said before when we addressed this issue, I, myself, have worked at
a nuclear power plant in Midland, Michigan. I have worked at the Karn and Weadock Plant in Essexville. And I worked
on the Buick Powerhouse in Flint, Michigan. These are high-paying, high-skilled jobs that offer great compensation both
as a wage and a benefit package for Michigan workers. We know the state that they are in today.

I would also like to commend those who were diligent and very progressive in thought in moving this legislation forward.
When you see all of the things that we addressed with this legislation, we are moving the opportunity for high-paying
jobs to be advanced here in the state that we have already fallen behind over two dozen states across this country. When
we look at the safeguards that we have taken, I worked on the Midland nuclear plant and I see the tremendous overruns
and the advanced costs of trying to build that nuclear power plant in mid-Michigan. We have taken the diligence and the
responsibility to shorten up the cost overruns for only 10 percent, which is very unusual and unique in the business. We
are going to close the window for wasteful spending on future opportunities for new energy and new jobs.

Also I would like to thank the Governor for making this a priority; that we join forces that have already taken this step.
This is a minor step. When this discussion began, other states across this country had implemented a percentage of what
they wanted in their renewables portfolio. They have advanced further than we have, but we are at least now in the game
that we can offer alternative fuel. Many people talk about the condition of our earth, our state, and our country today, and
they title it under an inconvenient truth. Well, today we have the convenience of having the opportunity to advance
renewable and clean fuels. We also have the truthful convenience of offering jobs—high-paying jobs.

I would ask all of us to think for a moment of what the vehicle that we are going to drive in less than a decade will
look like. Many of us, in a decade or sooner, will have an electrical plug in our garage that we can energize and fuel our
vehicles for in the future. This is another step. When we in this chamber and across the state of Michigan pull out our
laptop computers, cell phones, and iPods, these were all collateral gains. These were gains that were generated from
NASA. When we were propelling man to the moon, we never thought that we would come along with communication.
Could you imagine your grandparents wondering how we would ever link up dialogue from man to man in such expanses?

We can never measure and we can never determine what collateral gains we will acquire by moving the envelope
forward for alternative fuels. We see today the consequences of fossil fuels, and we see the shortcomings of not moving
forward with alternative fuels. This is a responsible vote today. We can’t thank and we can’t be more generous to those
who advanced this cause by the numerous hours that they put forward to make sure that Michigan joins the 21st century
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not only in fuels, but in employment opportunities. Our young kids today who go to Michigan State, Michigan, and our
other great universities can now study alternative means by taking what we could generate from the switch grasses, from
the waste, and offer us once again collateral gains on energy. Our grandparents had no idea that we may one day be
fueling our economy with nuclear energy.

When this discussion is moved further, who can say what advantages and advances we will have in fuel. So I commend
the Governor and her administration and all those who worked on behalf of Michigan to move them forward with this
alternative fuel package. It’s not enough, but it’s something. Let’s take advantage; let’s take this opportunity and the
responsibility to move Michigan forward in this new age of transportation, energy, and possibly medical.

By unanimous consent the Senate proceeded to the order of
Statements

Senators Scott and Gleason asked and were granted unanimous consent to make statements and moved that the
statements be printed in the Journal.

The motion prevailed.

Senator Scott’s statement is as follows:

Earlier today, we voted on House Bill No. 4001 and I did not make it back to my desk quite on time, but I would have
voted “yes” on the bill.

Today, I passed out on the floor information on how you can take the Michigan Food Stamp Challenge. Join me and
key leaders in the state of Michigan in accepting this challenge the week of October 13. Thousands of Michigan residents
across this state rely on food stamps to provide the basic food necessities for themselves and their families. It is a struggle
each month for many families as they work to provide for their families. Each of us should be committed to addressing
the many problems associated with poverty, and by taking this challenge, we can help bring awareness to its effect on
Michigan families. The Michigan Food Stamp Challenge form I passed out to you today can be forwarded to the
Department of Human Services or dropped off at my office by tomorrow. Thank you for your commitment in bringing
awareness to poverty.

There is an old Ashanti proverb that says, “Chance comes to those who know what they want.” In other words, chance
isn’t just dumb luck. It’s a proactive thing that takes initiative and drive. And if someday, by chance, insurance reform
indeed comes to the state of Michigan, it won’t be dumb luck. It will be because angry drivers and homeowners, those
who are paying outrageous insurance premiums and those who cannot afford insurance at all, have made their needs
known and their anger felt. It will be because community leaders and newspaper editorial writers have expressed their
frustrations with the broken insurance system and urged reform and revision. And it will be, at least in part, because I,
along with thousands of others, continued to make our voices heard concerning the unjust and unacceptable system now
in place.

It won’t be by chance that insurance reform comes to Michigan because I know what I want. I want you to move my
bills.

Senator Gleason’s statement is as follows:

Today I would like to speak about an issue talked about nearly a year ago, and that was about the different Secretary
of State offices across the state of Michigan. Just today, after weeks of trying to get an answer from the Secretary of
State’s office about whether our branch office in Fenton would close, we were notified by a press release that once again
the Secretary of State was going to close an office, inconvenience the customers, taxpayers, and citizens of the state of
Michigan by closing another neighborhood branch office.

When you look at the Fenton site, over 104,000 transactions took place in a year. Nearly $11 million in transactions
occurred at that site. Our Secretary of State had little concern about that small little town in mid-Michigan. She didn’t
notify the local business community that they would be impacted by not having the infusion of local traffic going to
utilize that branch office. She didn’t have the common decency, actually, to let the Representative of that community
know, even though we tried nearly daily for the past few weeks to get information on whether or not they would close
that office.

Those are concerns of mine, but not the biggest. One year ago, this chamber took a vote to keep the Secretary of State
offices open so the convenience of local branch offices could remain open for transactions for the state government entity
and local citizens. Just unilaterally our Secretary of State said, “No, we are not going to do that. I will determine what
locations stay open across this state.” So now she adds to the list of the numerous sites across the state she has closed.

In these troubled times when people have lost their jobs and in these troubled times as we have seen in recent days the
price of gasoline exceed $4 a gallon, she said we will close that office and we will consolidate with one 22 miles away.
That is a lot of gas money for hard-hit Michigan families. We can do better with this, and at the minimum, we can
communicate better with the communities that we are going to impact in such a negative fashion.



1976 JOURNAL OF THE SENATE [September 18, 2008] [No. 77

So I would ask the Secretary of State to consider our voices—those representatives of the people—when she makes a deci-
sion in the future. When you look at the numbers that Secretary Land is competing against with common sense—$11 million
in transactions were performed there in a year—her consolidation plan, her numbers about the savings to Michigan
taxpayers is $28,000 compared to $11 million taken in at that site. Nobody would make such a business decision, and it
doesn’t seem likely that anyone would make such a political or governmental decision as well.

So I am terribly disturbed that once again we don’t see the collaboration and communication that is required between
not only different agencies, but different branches of government.

By unanimous consent the Senate returned to the order of
Messages from the House

Senator Cropsey moved that rule 3.202 be suspended to permit immediate consideration of the following bill:
Senate Bill No. 1048
The motion prevailed, a majority of the members serving voting therefor.

Senate Bill No. 1048, entitled

A bill to amend 1967 PA 281, entitled “Income tax act of 1967,” (MCL 206.1 to 206.532) by adding section 253.

The House of Representatives has substituted (H-1) the bill.

The House of Representatives has passed the bill as substituted (H-1), ordered that it be given immediate effect and
pursuant to Joint Rule 20, inserted the full title.

The question being on concurring in the substitute made to the bill by the House,

The substitute was concurred in, a majority of the members serving voting therefor, as follows:

Roll Call No. 559 Yeas—36
Allen Cherry Jacobs Richardville
Anderson Clark-Coleman Jansen Sanborn
Barcia Clarke Jelinek Schauer
Basham Cropsey Kahn Scott
Birkholz George Kuipers Stamas
Bishop Gilbert McManus Switalski
Brater Gleason Olshove Thomas
Brown Hardiman Pappageorge Van Woerkom
Cassis Hunter Prusi Whitmer

Nays—0

Excused—2

Garcia Patterson

Not Voting—0

In The Chair: President

The question being on concurring in the committee recommendation to give the bill immediate effect,
The recommendation was concurred in, 2/3 of the members serving voting therefor.

The Senate agreed to the full title.

The bill was referred to the Secretary for enrollment printing and presentation to the Governor.
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Senator Scott asked and was granted unanimous consent to make a statement and moved that the statement be printed
in the Journal.

The motion prevailed.

Senator Scott’s statement is as follows:

I will be voting for this bill. I understand that this energy package is our best effort to look to the future in our long-term
energy needs. But I am still worried about Michigan’s low-income citizens and especially those who live in my district.
I hope that we will live up to the part of this plan that calls for rebates or other incentives for customers who try to make
their homes more energy efficient.

Senate Bill No. 213, entitled

A bill to require providers of retail electric service to establish a renewable energy program; to prescribe the powers
and duties of certain state agencies and officials; to authorize the creation and implementation of wind energy resource
zones; to ensure transmission infrastructure to deliver wind energy; to provide for expedited transmission line siting
authority; to provide incentives for establishing wind generation facilities; to provide for condemnation authority; and to
provide for sanctions.

(For Conference Report, see p. 1921.)

The House of Representatives has adopted the report of the Committee of Conference.

The bill was referred to the Secretary for enrollment printing and presentation to the Governor.

Committee Reports

The Committee on Appropriations reported
Senate Bill No. 1111, entitled
A bill to make, supplement, and adjust appropriations for various state departments and agencies for the fiscal year
ending September 30, 2009; and to provide for the expenditure of the appropriations.
With the recommendation that the substitute (S-4) be adopted and that the bill then pass.
The committee further recommends that the bill be given immediate effect.
Ron Jelinek
Chairperson
To Report Out:
Yeas: Senators Jelinek, Pappageorge, Hardiman, Kahn, Cropsey, Jansen, Brown, McManus, Stamas, Switalski, Anderson,
Barcia, Brater, Cherry, Clark-Coleman and Scott
Nays: Senator George
The bill and the substitute recommended by the committee were referred to the Committee of the Whole.

COMMITTEE ATTENDANCE REPORT

The Committee on Appropriations submitted the following:

Meeting held on Wednesday, September 17, 2008, at 2:00 p.m., Senate Appropriations Room, 3rd Floor, Capitol Building

Present: Senators Jelinek (C), Pappageorge, Hardiman, Kahn, Cropsey, George, Jansen, Brown, McManus, Stamas,
Switalski, Anderson, Barcia, Brater, Cherry, Clark-Coleman and Scott

Excused: Senator Garcia

COMMITTEE ATTENDANCE REPORT
The Committee on Education submitted the following:
Meeting held on Wednesday, September 17, 2008, at 2:30 p.m., Room 210, Farnum Building
Present: Senators Kuipers (C), Van Woerkom, Cassis, Whitmer and Gleason
COMMITTEE ATTENDANCE REPORT
The Conference Committee on Choice in Purchase of Electricity (HB 5524) submitted the following:

Meeting held on Thursday, September 18, 2008, at 9:00 a.m., Room 424, Capitol Building
Present: Senators Brown, Richardville and Olshove
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COMMITTEE ATTENDANCE REPORT

The Conference Committee on Portfolio Standard for Renewable Energy (SB 213) submitted the following:
Meeting held on Thursday, September 18, 2008, at 9:45 a.m., Room 405, Capitol Building
Present: Senators Birkholz (C), Richardville and Olshove

Scheduled Meetings

Appropriations -
Subcommittee -
Higher Education - Thursday, September 25, 9:00 a.m., Senate Appropriations Room, 3rd Floor, Capitol Building
(373-2768)

Hunting, Fishing and Outdoor Recreation - Thursday, September 25, 9:00 a.m., Room 100, Farnum Building (373-1777)

Legislative Commission on Government Efficiency - Friday, September 26, 9:00 a.m., Legislative Council Conference Room,
3rd Floor, Boji Tower (373-0212)

Legislative Commission on Statutory Mandates - Tuesday, September 30, 12:00 noon, Oakland County Executive Office
Building, Conference Center/West Oakland Room, Building 41-West, 2100 Pontiac Lake Road, Waterford (373-0212)

Michigan Law Revision Commission - Wednesday, September 24, 9:00 a.m., Legislative Council Conference Room,
3rd Floor, Boji Tower (373-0212)

Natural Resources and Environmental Affairs - Wednesday, September 24, 1:00 p.m., Room 110, Farnum Building
(373-3447)

State Drug Treatment Court Advisory Committee - Tuesday, September 23, 9:30 a.m., Legislative Council Conference Room,
3rd Floor, Boji Tower (373-0212)

Senator Cropsey moved that the Senate adjourn.

The motion prevailed, the time being 4:13 p.m.

The President, Lieutenant Governor Cherry, declared the Senate adjourned until Tuesday, September 23, 2008, at

10:00 a.m.

CAROL MOREY VIVENTI
Secretary of the Senate



