
3387

 1 STATE OF MICHIGAN 

 2 BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 

 3 In the matter of the application of 

DTE Electric Company for authority        Case No. U-20162 

 4 to increase its rates, amend its rate 

schedules and rules governing the           Volume No. 8  

 5 distribution and supply of electric 

energy, and for miscellaneous                   

 6 accounting authority. 

_____________________________________/          

 7  

CROSS-EXAMINATION 

 8  

Proceedings held in the above-entitled matter 

 9  

before Sally L. Wallace, J.D., Administrative Law Judge 

10  

with MAHS, at the Michigan Public Service Commission, 

11  

7109 West Saginaw Highway, Lake Michigan Room, Lansing, 

12  

Michigan, on Wednesday, December 19, 2018, at 9:00 a.m. 

13  

APPEARANCES: 

14  

ANDREA E. HAYDEN, J.D.  

15 JON P. CHRISTINIDIS, J.D. 

LAUREN D. DONOFRIO, J.D. 

16 DAVID S. MAQUERA, J.D. 

DTE Energy 

17 One Energy Plaza, 688WCB 

     Detroit, Michigan  48226  

18  

     On behalf of DTE Electric Company 

19  

DON L. KESKEY, J.D. 

20 Public Law Resource Center, PLLC 

333 Albert Avenue, Suite 425 

21 East Lansing, Michigan  4882 

 

22      On behalf of Residential Customer Group and 

     Great Lakes Renewable Energy Association 

23  

 

24  

25 (Continued) 
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 1 APPEARANCES Continued: 

 

 2 MARGRETHE K. KEARNEY, J.D. 

Environmental Law & Policy Center 

 3 1514 Wealthy Street SE, Suite 256 

Grand Rapids, Michigan  49506 

 4  

     On behalf of Environmental Law & Policy Center, 

 5      The Ecology Center, Solar Energy Industries  

     Association, and Vote Solar 

 6  

CHRISTOPHER M. BZDOK, J.D.   

 7 Olson, Bzdok & Howard PC 

420 East Front Street 

 8 Traverse City, Michigan  49686 

 

 9 DAVID C. BENDER, J.D.  

CHINYERE A. OSUALA, J.D. 

10 Earthjustice 

1625 Massachusetts Ave., NW, Suite 702 

11 Washington, DC  20036  

 

12      On behalf of Michigan Environmental Council, 

     Natural Resources Defense Council and  

13      Sierra Club 

 

14 JOEL B. KING, 

Assistant Attorney General 

15 Special Litigation Division  

525 West Ottawa, 6th Floor  

16 Lansing, Michigan  48933 

 

17      On behalf of Attorney General Bill Schuette  

 

18 TIMOTHY J. LUNDGREN, J.D. 

Varnum LLP 

19 201 N. Washington Square, Suite 910 

Lansing, Michigan 48933 

20  

      On behalf of Energy Michigan, Inc., ChargePoint, 

21      Inc., Michigan Energy Innovation Business Council, 

     and Institute for Energy Innovation 

22  

MELISSA M. HORNE, J.D.  (Telephonically) 

23 Higgins, Cavanagh & Cooney, LLP 

10 Dorrance Street, Suite 400 

24 Providence, Rhode Island  02903 

 

25      On behalf of Wal-Mart, Inc. 
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 1 APPEARANCES Continued: 

 

 2 BRYAN A. BRANDENBURG, J.D. 

Clark Hill, PLC 

 3 212 Cesar E. Chavez Avenue 

Lansing, Michigan  48906 

 4  

     Appearing on behalf of Association of 

 5      Businesses Advocating for Tariff Equity 

 

 6 AMIT T. SINGH,  

DANIEL SONNEVELDT, 

 7 Assistant Attorney General  

7109 West Saginaw Highway, Floor 3 

 8 Lansing, Michigan  48917 

 

 9     On behalf of Michigan Public Service 

    Commission Staff 

10  

11  

12  

13 -  -  - 

 

14  

15  

16 REPORTED BY:  Marie T. Schroeder, CSR-2183 

   Lori Anne Penn, CSR-1315 

17  

18  

19  

20  

21  

22  

23  

24  

25  
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 1 I N D E X 

 2 WITNESS:           PAGE 

 

 3 ROBERT G. OZAR 

 

 4 Direct Examination by Mr. Singh 3404 

Cross-Examination by Ms. Osuala 3438 

 5  

JAMIE SCRIPPS 

 6  

Direct Examination by Mr. Lundgren 3458 

 7 Cross-Examination by Mr. Christinidis 3487 

 

 8 LAURA SHERMAN 

 

 9 Testimony Bound In 3514 

 

10 CAMILO SERNA 

 

11 Direct Examination by Mr. Christinidis 3535 

Cross-Examination by Mr. King 3680 

12 Cross-Examination by Ms. Kearney 3689 

Cross-Examination by Mr. Bender 3712 

13 Cross-Examination by Mr. Keskey 3757 

 

14 RICHARD J. MUELLER  

 

15 Direct Examination by Ms. Donofrio 3790 

Cross-Examination by Ms. Kearney 3818 

16 Cross-Examination by Mr. Bender 3834 

Cross-Examination by Mr. Keskey 3843 

17 Redirect Examination by Ms. Donofrio 3849 

 

18 PHILIP W. DENNIS 

 

19 Direct Examination by Ms. Hayden 3851 

Cross-Examinatin by Mr. Keskey 3908 

20  

GREGORY W. TILLMAN 

21  

Testimony Bound In 3913 

22  

JACQUELINE L. ROBINSON 

23  

Direct Examination by Mr. Maquera 3937 

24 Cross-Examination by Mr. Keskey 3969 

Cross-Examination by Mr. Singh 3974 

25  
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 1 I N D E X 

 2 WITNESS:           PAGE 

 

 3 GEOFFREY C. CRANDALL 

 

 4 Testimony Bound In 3978 

 

 5 ROBERT RAFSON 

 

 6 Testimony Bound In 3993 

 

 7 ROBERT NICHOLS, II 

 

 8 Testimony Bound In 4013 

 

 9 BRIAN WELKE  

10 Testimony Bound In 4022 

11 MICHELLE L. EDELYN 

12 Testimony Bound In 4033 

13 THERESA McMILLAN-SEPKOSKI 

14 Testimony Bound In 4044 

15 JAY S. GERKEN 

16 Testimony Bound In 4052 

17 KIRK D. MEGGINSON 

18 Testimony Bound In 4061 

19 NICHOLAS M. EVANS 

20 Testimony Bound In 4094 

21 CODY MATTHEWS 

22 Testimony Bound In 4134 

23 RYAN LARUWE 

24 Testimony Bound In 4157 

25  
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 1 I N D E X 

 2 WITNESS:           PAGE 

 

 3 JULIE K. BALDWIN 

 

 4 Testimony Bound In 4166 

 

 5 JONATHAN J. DeCOOMAN 

 6 Testimony Bound In 4181 

 7 BRAD B. BANKS 

 8 Testimony Bound In 4202 

 9 KAREN M. GOULD 

10 Testimony Bound In 4210 

11 HEATHER A. CANTIN 

12 Testimony Bound In 4219 

13 KAREN S. KRAUSE 

14 Testimony Bound In 4229 

15 DANIEL J. GOTTSCHALK 

16 Testimony Bound In 4261 

17 MARK J. PUNG 

18 Direct Testimony Bound In 4277 

Rebuttal Testimony Bound In 4290 

19  

NICHOLAS M. REVERE 

20  

Testimony Bound In 4294 

21  

22  

23  

24  

25  

    Metro Court Reporters, Inc.   248.360.8865



3393

 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 A-12 Sch. B1 (SLATER)  335 1211 3969 

Sch. B2, B3, B4, B4.1, B4.2, B4.3, 

 4 B5, B5.8 (UZENSKI) 3272 

 Sch. B5.1 (PAUL)  511 

 5 Sch. B5.2 (MILO) 2281 

Sch. B5.3 (DAVIS) 1209 

 6 Sch. B5.4 (BRUZZANO)  689 

Sch. B5.4 (ROBINSON) 3953 

 7 Sch. B5.5 (ZHOU) 1210 

Sch. B5.6, B6 (DIMITRY)  337 

 8 Sch. B5.7 B5.7.1, B5.7.2, 1209 

B5.7.3, B5.7.4, B5.7.5 (GRIFFIN) 

 9 Sch. B5.8 (UZENSKI) 3272 

Sch. B5.9 (SERNA) 3538 

10  

A-16 Sch. F1.1, F1.2, F1.3, F1.4, F1.5 1208 3200 3907   

11 (LACEY) 

Sch. F2, F3 p 26-40, F4 p 31-50, F5, 1208 

12 F6, F10 F12 (BLOCH) 

Sch. F3 p 41-52, F10 (ZHOU) 1210 

13 Sch. F3 p 13-25, F4 p-23-30, 1210 

F10 Revised (HOLMES) 

14 Sch. F4 F7, F8, F9, F10.1 (DENNIS) 3854 

Sch. F11 (SERNA) 3838 

15  

A-19 Sch. I1 (ROBINSON) 3937 3953 3969 

16  

A-23 Sch. M4 (ROBINSON) 3937 3953 3969 

17  

A-27 Sch. Q1 (SERNA) 3535 3538 3680 

18  

A-34 Sch X1, X2, X3, X4, X5 (SERNA) 3535 3538 3680 

19  

A-42 Sch. FF1, FF2, FF3 (DENNIS) 3851 3854 3907 

20  

A-43 Sch. GG1, GG2 (MUELLER) 3790 3791 3818 

21  

A-44 Discovery DEST-6.1, 6.2, 6.3, 4304 4304 4304 

22 6.4 

 

23 -  -  - 

 

24 MEC-114 Discovery MECNRDCSCDE-11.1 3907 3907 3908 

 

25 MEC-160 Reserved 3401 3260 3260 
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 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 MEC-162 Report on the MPSC Staff Study to 3440 3456 3457 

Develop a Cost of Service-Based 

 4 Distribution Generation Program 

Tariff 

 5  

MEC-162 Act 341 3441  3456  -- 

 6  

MEC-164 Discovery MECNRDCSCDE-12.7a 3724 3756 3756 

 7  

MEC-165 Discovery MECNRDCSCDE-1.9 3730 3756 3756 

 8 (Excerpt) 

 

 9 MEC-166 Discovery MECNRDCSCDE-1.9 3737 3756 3756 

 

10 EIB-1 (JWS-1): Resumé of Jamie Scripps 3457 3459 3487 

 

11 EIB-2 (JWS-2): CHP Roadmap for Michigan, 3457 3459 3487 

prepared for the Michigan Energy  

12 Office on behalf of the Michigan  

Agency for Energy and the U.S.  

13 Department of Energy (February 2018) 

 

14 EIB-3 (JWS-3): Regulatory Assistance 3457 3459 3487 

Project, Getting Standby Rates Right 

15 for the Modern Grid, presented to  

the NARUC Summer Policy Summit on  

16 July 15, 17 2018 

 

17 EIB-4 (JWS-4): 5 Lakes Energy Narrative 3457 3459 3487 

“Apples-to-Apples” Scenario Analysis  

18 of DTE Proposed Standard Contract  

Rider No. 3 

19  

EIB-5 (LSS-1): Résumé of Laura Sherman 3513 3513 3535 

20  

EIB-6 (LSS-2): Affidavit of Mark Hagerty, 3513 3513 3535 

21 President of Michigan Solar Solutions 

 

22 EIB-7 (LSS-3): Affidavit of Robert Rafson, 3513 3513 3535 

President and Owner of Chart House  

23 Energy 

 

24 SOU-46 Discovery SDE-1.2 3789 3789 3789 

 

25 SOU-47 Discovery SDE-1.4 3789 3789 3789 
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 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 SOU-48 Discovery SDE-1.7a 3789 3789 3789 

 

 4 SOU-49 Discovery SDE-1.7b 3789 3789 3789 

 

 5 SOU-50 Discovery SDE-1.7c 3789 3789 3789 

 

 6 SOU-51 Discovery SDE-1.8 3789 3789 3789 

 

 7 SOU-52 Discovery SDE-1.8a 3789 3789 3789 

 

 8 SOU-53 Discovery SDE-1.8b 3789 3789 3789 

 

 9 SOU-54 Discovery SDE-1.8c 3789 3789 3789 

 

10 SOU-55 DTE Energy Foundation helps revive, 3789 3789 3789 

double enrollment at Detroit trade 

11 school 

 

12 SOU-56 Discovery SDE-1.9b 3789 3789 3789 

 

13 SOU-57 Discovery SDE-1.11 3789 3789 3789 

 

14 SOU-58 DTE Energy Renewables Program 3789 3789 3789 

Focus Groups 

15  

SOU-59 DTE Energy Renewable Energy 3789 3789 3789 

16 Programs Exploration - Final 

Report - June 19, 2014 

17  

SOU-60 Discovery SDE-1.17a 3789 3789 3789 

18  

SOU-61 Residential Program Descriptions, 3789 3789 3789 

19 Measures and Incentives  

 

20 SOU-62 Discovery SDE-1.18a 3789 3789 3789 

 

21 SOU-63 10/23/17 Letter Case No. U-18419 3789 3789 3789 

with attachments 

22  

SOU-64 Discovery SDE-1.18b 3789 3789 3789 

23  

SOU-65 Discovery SDE-1.18c 3789 3789 3789 

24  

SOU-66 LOCO - DTE Reference 3789 3789 3789 

25  
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 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 SOU-67 Discovery SDE-1.18di 3789 3789 3789 

 

 4 SOU-68 Discovery SDE-1.18dii 3789 3789 3789 

 

 5 SOU-69 Discovery ELPCDE-5.98a 3789 3789 3789 

 

 6 SOU-70 Discovery ELPCDE-5.99a 3789 3789 3789 

 

 7 SOU-71 Discovery ELPCDE-5.99g 3789 3789 3789 

 

 8 SOU-72 Discovery ELPCDE-5.99h 3789 3789 3789 

 

 9 SOU-73 Discovery ELPCDE-1.4a 3789 3789 3789 

 

10 SOU-74 Discovery SDE-1.18diii 3789 3789 3789 

 

11 SOU-75 Discovery ELPCDE-2.50c 3789 3789 3789 

 

12 SOU-76 Discovery ELPCDE-5.106a 3789 3789 3789 

 

13 SOU-77 Discovery SDE-1.18div 3789 3789 3789 

 

14 SOU-78 Discovery SDE-1.18dv 3789 3789 3789 

 

15 SOU-79 Discovery SDE-1.18dvi 3789 3789 3789 

 

16 SOU-80 Discovery SDE-1.18dvii 3789 3789 3789 

 

17 SOU-81 Discovery SDE-1.18e 3789 3789 3789 

 

18 SOU-82 Discovery SDE-1.20 3789 3789 3789 

 

19 SOU-83 Discovery SDE-1.21a 3789 3789 3789 

 

20 SOU-84 Discovery SDE-1.22 3789 3789 3789 

 

21 ELP-52 Discovery ELPCDE-12.127a 3908 3908 3908 

22 ELP-53 Discovery ELPCDE-12.127b 3908 3908 3908 

23 ELP-54 Discovery ELPCDE-12.127d 3908 3908 3908 

24 ELP-55 ELPCDE-12.130 3908 3908 3908 

 

25 GLR-1 Resume of Robert N. Rafson, P.E. 3976 3976 4011 
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 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 GLR-2 Standard Contract Rider No 18 3976 3976 4011 

 

 4 GLR-3 Resume of Geoffrey C. Crandall 3976 3976 4011 

 

 5 GLR-4 Standard Contract Rider No. 16 3976 3976 4011 

 

 6 GLR-5 Standard Contract Rider No 18 3976 3976 4011 

 

 7 GLR-6 Minn. Solar Rewards Community 3976 3976 4011 

Electric Bill Credit Rates 

 8  

-  -  - 

 9  

WAL-1 Gregory Tillman Qualification 3911 3911 3937 

10 Statement 

 

11 WAL-2 Summary of DTE's Proposed Annual 3911 3911 3937 

Revenue Requirement Increases 

12  

WAL-3 Calculation of Revenue Requirement 3911 3911 3937 

13 Impact of DTE's Proposed Increase 

in ROE 

14  

WAL-4 Reported Authorized Returns on 3911 3911 3937 

15 Equity, Electric Utility Rate Cases 

Completed, 2015 to Present 

16  

AB-35 Discovery ABDE-5.56 2842 3851 3851 

17  

AB-36 O&M Inflation Adjustment 2842 3851 3851 

18  

S-1 Schedule A1 4011 4012 4021 

19  

S-2 Sch. B1, B4 4011 4031 4043 

20  

S-3 Sch. C1, C1.1, C14, C15 (NICHOLS) 4011 4012 4289 

21 Sch. C3 (PUNG) 4276 

Sch. C5, C5.1, C5.2, C5.3 (WELKE) 4021 

22  

S-4 Sch. D1 (Revised), D2, D3, D4, D5 4011 4060 4093 

23 (MEGGINSON) 

 

24 S-6 Sch. F1.1, F1.2, F1.3, F1.4, F1.5 4011 4260 4304 

Sch. F2, F3, F5, F6 (PUNG) 4276 

25 Sch. F3 (REVERE) 4293 
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 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 S-7.0 MPSC Audit Request MLE-8.1 4011 4031 4043 

 4 S-7.1 Discovery ABDE-5.54a 4011 4031 4043 

 5 S-7.2 Audit Request MLE-5.1a 4011 4031 4043 

 6 S-7.3 Audit Request MLE-5.1b 4011 4031 4043 

 7 S-7.4 Audit Request KT-1.2 4011 4031 4043 

 8 S-7.5 Audit Request MLE-6.1 4011 4031 4043 

 9 S-9.0 Audit Request JSG-6.3a 4011 4051 4060 

10 S-10.0 U-20162 Distribution Capex with 4011 4093 4133 

Staff adjustments 

11  

S-10.1 DTE Electric’s Exhibit A-9, 4011 4093 4133 

12 Schedule B6.4 from Case No. U-18255,  

 

13 S-10.2 U-18255 Distribution capex 4011 4093 4133 

authorized amounts  

14  

S-10.3 Crosswalk between Exhibit A-9, 4011 4093 4133 

15 Schedule B6.4 from U-18255 to  

Exhibit A-12, Schedule B5.4 from  

16 U-20162 

 

17 S-10.4 Discovery STDE-7.8a 2nd Supplemental 4011 4093 4133  

 

18 S-10.5 Staff Surge Proposal 4011 4093 4133 

 

19 S-10.6 Discovery STDE31 3.24d 4011 4093 4133 

 

20 S-10.7 2018 Distribution Capex by month 4011 4093 4133  

 

21 S-11.0 Staff’s Proposed Standard Contract 4011 4165 4179 

Rider 18 

22  

S-11.1 DTE’s Audit Response to JKB-1.8 4011 4165 4179 

23  

S-11.2 DTE’s Audit Response to JKB-1.7 4011 4165 4179 

24  

S-12.0 Staff Adjustments to AMI Capital 4011 4133 4156 

25 Expenditures 
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 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 S-12.1 Staff Adjustments to Demand Side 4011 4133 4156 

Management Capital Expenditures 

 4  

S-12.2 Staff Adjustments to Information 4011 4133 4156 

 5 Technology Capital Expenditures 

 

 6 S-12.3 DTE Audit Responses 4011 4133 4156 

 

 7 S-12.4 Contingency 4011 4133 4156 

 

 8 S-13.0 Company explanation of ELG projects 4011 4179 4201 

 

 9 S-13.1 Monroe Dry Fly Ash Processing PMP 4011 4179 4201 

 

10 S-13.2 Monroe Dry Fly Ash Processing NPV 4011 4179 4201 

analysis 

11  

S-13.3 Monroe Dry Fly Ash Processing 4011 4179 4201 

12 budgetary approval status 

 

13 S-13.4 Monroe Dry Fly Ash Processing 4011 4179 4201 

construction contract status 

14  

S-13.5 Monroe Dry Fly Ash Processing 4011 4179 4201 

15 ‘Calculated Risk’ 

 

16 S-13.6 CHP Plant competitive bidding 4011 4179 4201 

response 

17  

S-13.7 CHP Plant LCOE calculation 4011 4179 4201 

18  

S-13.8 CONFIDENTIAL CHP Plant steam 4011 4179 4201 

19 supply agreement  

 

20 S-13.9 Combined Cycle – 2022 projected 4011 4179 4201 

contingency 

21  

S-13.10 Combined Cycle – 2022 detailed 4011 4179 4201 

22 cost breakdown  

 

23 S-14.0 (KMG-1) Question KG-1.2 4011 4209 4218 

 

24 S-14.1 (KMG-2) Audit Request KG-1.3 4011 4209 4218 

Attachment  

25  
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 1 E X H I B I T S 

 2 NUMBER DESCRIPTION                      MRKD OFRD RECD 

 

 3 S-15 Audit Request RFN-1 4011 4012 4021 

 

 4 S-16.1 Audit Request NMR-1 4011 4293 4304 

 

 5 S-16.2 Staff LMP Differential Calculation 4011 4293 4304 

 

 6 S-16.3 Staff Transmission Unbundling 4011 4293 4304 

 

 7 S-17 System Access Contribution 4011 4228 4260 

 

 8 S-18 Breakdown of the number of 4011 4260 4276 

customers eligible for the RIA and  

 9 LIA programs and the number of  

customers enrolled in those programs  

10 for each of the past 5 years 

 

11 S-20 Audit Request CSM-8.5, 8.7 3974 3975 3975 

 

12 S-21 Audit Request CSM-10 4133 4133 4156 

 

13 S-22 Discovery MLE-11.1a, 11.1b, 4031 4031 4043 

11.1c 

14  

15  

16  

17  

18  

19  

20  

21  

22  

23  

24  

25  
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 1      Lansing, Michigan 

 2      Wednesday, December 19, 2018 

 3      At 9:00 a.m. 

 4 -  -  - 

 5 (Hearing resumes following adjournment of Tuesday,

 6 December 18, 2018.)

 7 (Document marked for identification by the Court

 8 Reporter as Exhibit No. MEC-160.)

 9 -  -  - 

10 JUDGE WALLACE:  O.K.  Good morning,

11 everybody.  We are on the record in Case No. 20162, In

12 the matter of the application of DTE Electric Company for

13 authority to increase its rates, amend its rate schedules

14 and rules governing the distribution and supply of

15 electric energy, and for miscellaneous accounting

16 authority.

17 I'm Sally Wallace, the Administrative Law

18 Judge assigned to this matter.

19 For the record, may I have appearances of

20 counsel, please, beginning with you, Mr. Christinidis.

21 MR. CHRISTINIDIS:  Yes, your Honor.  Jon

22 Christinidis on behalf of DTE Electric Company.

23 JUDGE WALLACE:  Ms. Kearney.

24 MS. KEARNEY:  Good morning, your Honor.

25 Margrethe Kearney on behalf of ELPC, SEIA, Vote Solar,
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 1 and The Ecology Center.

 2 JUDGE WALLACE:  Good morning.  Mr. Singh.

 3 MR. SINGH:  Good morning, your Honor.

 4 Amit Singh and Daniel Sonneveldt on behalf of Michigan

 5 Public Service Commission Staff.

 6 JUDGE WALLACE:  Mr. Lundgren.

 7 MR. LUNDGREN:  Good morning, your Honor.

 8 Tim Lundgren appearing on behalf of Michigan EIBC and

 9 IEI, as well as ChargePoint and Energy Michigan.  

10 JUDGE WALLACE:  Good morning.

11 Mr. Bender.  Ms. Osuala.

12 MS. OSUALA:  Yes.  Good morning, your

13 Honor.  Chinyere Osuala and Dave Bender for Michigan

14 Environmental Council, Natural Resources Defense Council,

15 and Sierra Club.

16 JUDGE WALLACE:  Good morning.  Mr. King.

17 MR. KING:  Good morning, your Honor.

18 Joel King on behalf of Attorney General Bill Schuette.

19 JUDGE WALLACE:  Good morning.

20 Mr. Keskey.

21 MR. KESKEY:  Good morning, your Honor.

22 Don Keskey and Brian Coyer on behalf of the Great Lakes

23 Renewable Energy Association and the Residential Customer

24 Group.

25 JUDGE WALLACE:  Did I miss anybody?  (No
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 1 response.)

 2 O.K.  Well, good morning, everybody.

 3 Today we've got six witnesses to get through, hopefully,

 4 otherwise we will all be back tomorrow morning.  And

 5 let's see.  We are beginning with Mr. Ozar.  Mr. Singh,

 6 would you like to start.

 7 MR. SINGH:  Sure.  Thank you, your Honor.

 8 Staff calls Mr. Ozar.

 9 -  -  - 

10 R O B E R T     G.     O Z A R,     P. E. 

11 was called as a witness on behalf of Michigan Public 

12 Service Commission Staff and, having been duly sworn to 

13 testify the truth, was examined and testified as follows: 

14 JUDGE WALLACE:  MEC has cross for

15 Mr. Ozar?

16 MS. OSUALA:  That's correct.

17 MR. CHRISTINIDIS:  Your Honor, the

18 Company would also like to reserve the right to

19 cross-examine based on anything that might be elicited by

20 other parties and requests to go last if that's O.K.

21 MR. SINGH:  Your Honor, should I present

22 his testimony and tender him for cross first?

23 JUDGE WALLACE:  It's up to you.  I know

24 you wanted to kind of bind in all of the Staff's

25 testimony at one time, but I think he's the only Staff
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 1 witness being crossed.

 2 MR. SINGH:  Correct.

 3 JUDGE WALLACE:  Let's go ahead and --

 4 sorry about that.  Let's go ahead and bind in the

 5 testimony.  There's no exhibits, correct?

 6 MR. SINGH:  That's correct.

 7 MS. KEARNEY:  And if I may, your Honor,

 8 just in followup to Mr. Christinidis's comment, I think

 9 that generally the parties, when they waive witnesses,

10 have that kind of understanding, and so I just wanted to

11 get that on the record.  I don't anticipate having any

12 questions for Mr. Ozar, I just want to make clear that I

13 think that's generally the understanding.

14 JUDGE WALLACE:  Yes.

15 -  -  - 

16 DIRECT EXAMINATION 

17 BY MR. SINGH:  

18 Q All right.  So briefly, good morning, Mr. Ozar.

19 A Good morning.

20 Q Would you please state your full name and business

21 address for the record?

22 A My name is Robert G. Ozar, P.E.

23 Q Thank you.  Please state for whom do you work for and in

24 what capacity?

25 A I work for the Michigan Public Service Commission as
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 1 Staff, and I am the Assistant Director of the Energy

 2 Resources Division.

 3 Q Thank you.  In this case, did you cause to be filed the

 4 Qualifications and Direct Testimony of Robert G. Ozar,

 5 P.E., which consisted of a cover page and 30 pages of

 6 questions and answers?

 7 A Yes, I did.

 8 Q Did you have any exhibits attached to your testimony?

 9 A No.

10 Q Do you have any changes to your testimony at this time?  

11 A Yes.  I have one correction to make on page 25 of my

12 prefiled testimony?

13 Q O.K.  Would you please state what that correction is?

14 A Yes.  On line 22, I have struck the word "generation",

15 and prior to the word "onsite", I have inserted the words

16 "locally generated energy used", so that it reads, "as

17 their customer bills are essentially invariant to their

18 level of locally generated energy used onsite."

19 Q Thank you.  Is that the only change to your testimony?

20 A Yes.

21 Q O.K.  Do you adopt this testimony, then, as your sworn

22 testimony today in this proceeding?

23 A I do.

24 MR. SINGH:  O.K.  So at this point, your

25 Honor, Staff moves to bind in the Qualifications and
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 1 Revised Direct Testimony of Robert G. Ozar, and Staff

 2 tenders him for cross.

 3 JUDGE WALLACE:  Is there any objection to

 4 binding in the qualifications and revised direct

 5 testimony of Mr. Ozar?  (No response.)

 6 Hearing none, the testimony is bound in.

 7 (Testimony bound in.)

 8 -  -  - 
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CASE NUMBER U-20162 
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 1

Q. Please state your name and business address. 1 

A. My name is Robert G. Ozar, and my address is 7109 W. Saginaw Highway, Lansing, 2 

Michigan, 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (MPSC or Commission) as 5 

the Assistant Director, Energy Resources Division.  6 

Q. Please describe your educational background. 7 

A. I received a Bachelor’s degree in Chemical Engineering, with Honors, from Michigan State 8 

University, and a Master of Science degree in Chemical Engineering, also from Michigan 9 

State University. During my tenure at the university, I was inducted into the national 10 

engineering honor societies Tau Beta Pi and Omega Chi Epsilon and was the recipient of 11 

the Schlumberger Scholarship in Chemical Engineering. 12 

Q. Are you a registered professional engineer? 13 

A. Yes. I have been continuously licensed for nearly 30 years, in the State of Michigan, as a 14 

Professional Engineer. 15 

Q. Please describe your work experience. 16 

A. I joined the MPSC in 1979, as a Public Utilities Engineer, progressively serving as 17 

Manager of the Electric Reliability Section, Manager of the Energy Efficiency Section, and 18 

my current position. During my employment with the MPSC, I have been responsible for 19 

a broad array of regulatory issues impacted by engineering, economics, and regulatory 20 

theory, policy and practice. I have testified in numerous contested proceedings over the 21 

course of nearly four decades. I have spoken as an energy expert in both national and 22 

international industry conferences.  23 
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Q. What is the purpose of your testimony?  1 

A.  The purpose of my testimony is to present the MPSC Staff (Staff) recommendations 2 

regarding approval of: (1) DTE’s (the Company) proposed Plug-in Electric Vehicle (PEV) 3 

program, entitled “Charging Forward”, and (2) an appropriate Distributed Generation tariff 4 

(i.e. billing method) to replace Net Energy Metering (NEM) on a forward going basis, in 5 

accordance with Section 6a(14) of Act 341, MCL 460.6a(14). In this regard, and on behalf 6 

of Staff, I am recommending an Inflow/Outflow billing mechanism, as determined by the 7 

Commission in its Order in Case No. U-18383 as meeting the requirements of Section 8 

6a(14) of Act 341. In particular, I will be addressing the appropriate compensation method 9 

for excess generation (i.e. power outflows) injected into DTE’s distribution system. The 10 

Staff is providing several additional witnesses to address specific aspects of the tariff. Staff 11 

witness Kevin Krause will be addressing cost-of-service (COS) issues related to the 12 

Inflow/Outflow mechanism, including the determination of rates for power Inflows and the 13 

Company’s request to bill a system access contribution (SAC) charge. Staff witness Julie 14 

Baldwin will be addressing the form and language of the Inflow/Outflow tariff, “Standard 15 

Contract Rider 18 Distributed Generation Program,” as delineated in Staff Exhibit S-11.0.  16 

------------------------------------Charging Forward Section-------------------------------------- 17 

Q. Based on Staff’s review and analysis of DTE’s proposed Plug-in Electric Vehicle (PEV) 18 

program entitled “Charging Forward,” can you summarize Staff’s overall 19 

recommendation? 20 

A. Staff recommends that the Commission: (1) adopt the proposed Charging Forward 21 

program; (2) authorize an increase in funding in the amount of $6 million, for a total of $18 22 

million over a three year period; (3) authorize the inclusion of additional pilot objectives 23 
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and expanded available capital for “make-ready” opportunities, via the increased spending 1 

cap; (4) make approval of the program contingent upon remediation of several deficiencies 2 

in the program; and (5) set performance standards for the program. 3 

Q. Please continue. 4 

A. Staff recommends that recovery of program-related Operations and Maintenance (O&M) 5 

and ‘make-ready’ rebates for customer or third-party owned/operated Electric Vehicle 6 

(EV) charging infrastructure (downstream of the meter) be deferred and recovered through 7 

regulatory asset accounting, with return. Deferred recovery through regulatory asset 8 

accounting will require a prudency review of actual expenditures prior to inclusion in rate 9 

base. Additionally, Staff recommends that utility infrastructure (Capex) related to 10 

interconnection of EV charging stations, being directly related to customer uptake of 11 

program offerings and intrinsically tied to site-specific characteristics, mimic the 12 

regulatory asset treatment of “make-ready” rebates, and be recovered in future rate cases 13 

as an increase in rate base. 14 

Q. Please outline the essential policy considerations that guided the Staff in recommending 15 

approval of DTE’s proposed Charging Forward program and the recommendation for 16 

enhancements. 17 

A. The DTE Charging Forward program is imbued with a unique significance for the State 18 

of Michigan, as 7 out of 10 PEV’s in the State are in located in DTE’s service territory. As 19 

this regional dominance in electric-vehicle market uptake is likely to be resilient, the goals 20 

and objectives (for the state as a whole) expressed by the participants to the Commission’s 21 

recent PEV docket - Case No. U-18368 - are necessarily tied to DTE’s piloting efforts and 22 

thus to the proposed Charging Forward program.  Staff is cognizant that the Charging 23 
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Forward program’s potential success in increasing availability of PEV charging sites could 1 

further expand DTE’s already dominant share of PEV adoption in the State. Thus, DTE’s 2 

efforts toward understanding the impact of PEV’s on the electric grid and the active 3 

management of charging times and locations are of more critical importance than any other 4 

electric utility in Michigan. 5 

Q. What should be the outcome, considering the factors you outlined? 6 

A. It is reasonable, prudent, and in the public interest for the Commission to approve the 7 

proposed Charging Forward program, and to authorize expanded funding to meet 8 

additional “controlled charging” objectives and solidify market transformation with 9 

increased available capital (in the form of rebates/interconnection assets). Staff is confident 10 

that an enhanced Charging Forward program will markedly accelerate the adoption of 11 

PEV’s in DTE’s service territory in a way that further increases the likelihood of system-12 

wide benefits to DTE’s ratepayers, as actively-managed charging practices and new 13 

technologies are deeply explored. 14 

Q. Is there a key additional piloting objective that should be included within the Charging 15 

Forward program? 16 

A. Yes. It has been 10 years since the Commission authorized a $5 million Low Income and 17 

Energy Efficiency Fund (LIEF) PEV pilot/grid study, led by DTE and key partners 18 

including the University of Michigan, General Motors, Next Energy, and Pacific Northwest 19 

Laboratories. This landmark study resulted in a core understanding that utilities must 20 

“actively manage” PEV charging in order to preemptively mitigate adverse grid-impacts 21 

associated with uncontrolled charging. Because the PEV landscape has changed 22 

significantly over this past decade, creating uncertainty in the details needed to accomplish 23 
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such an overarching goal, a new study to refresh, update, and expand the original work is 1 

both prudent and in the public interest. For these reasons, it is recommended that a new 2 

DTE study be approved by the Commission. A preliminary study framework, including 3 

key partnerships, estimated costs, and study objectives be filed in this docket within 6 4 

months of the date of the Commission’s order in this proceeding. It is recommended that 5 

such study be completed by DTE within the timeframe of the Charging Forward program. 6 

Q. Does Staff have additional recommendations regarding enhanced piloting objectives 7 

within the Charging Forward program? 8 

A. Yes. Staff is not aware of any electric school bus pilots having been implemented in the 9 

State of Michigan. Thus, it is significant that DTE has indicated a desire to do so. DTE 10 

suggested that it “will provide the necessary make-ready charging infrastructure required 11 

for four fleet categories including (1) public transit buses and (2) school buses,…” The 12 

Company’s filing also noted that: “DTE has already met with the Michigan Association 13 

for Pupil Transportation and will continue to work with them to identify a school district 14 

within its electric service territory that is ready to pilot an electric school bus.” In light of 15 

the critical importance of this initiative, Staff recommends that the school bus pilot be 16 

expanded well beyond the provision of “make ready” infrastructure (that allows the 17 

charging of buses and charging data collection) and include a substantial vehicle-to-grid 18 

pilot that tests the provision of storage services, demand response services, and other 19 

relevant ancillary services.  An expanded school-bus pilot will likely require the provision 20 

of credits for the value of energy services provided, and in addition, a financial offset to 21 

the school system to cover the risk of accelerated battery degradation. The Staff 22 

recommends an enhanced school-bus pilot be approved, with the additional costs covered 23 
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by the recommended increased spending cap for the Charging Forward program as a 1 

whole. 2 

Q. What are more recommendations associated with Staff’s third additional piloting 3 

objective? 4 

A. Staff recommends that the Commission explicitly approve an 80A charging pilot within 5 

the medium/heavy duty vehicle components of the Charging Forward program, as this is 6 

an emerging charging technology that has not been extensively vetted by an electric utility 7 

in Michigan.  8 

Q. Can the increased funding recommended by Staff be used to further expand deployment of 9 

residential and publicly available charging stations and so strengthen the Charging 10 

Forward program? 11 

A. Absolutely. In particular, any remaining available program funding should be used to 12 

further increase the number of publicly-available workplace, MUD, and DC fast charging 13 

sites which are critical to mitigating the range anxiety issue that is currently crippling 14 

adoption of PEV’s.   15 

Q. What are the deficiencies in the Charging Forward program that should be corrected? 16 

A. First, accelerating development of PEV charging technology necessarily brings to the 17 

surface the issue of stranded investment, particularly with respect to the deployment of 18 

“make-ready” infrastructure for DC fast-charge stations. Given that the Charging Forward 19 

program will be significantly funding-constrained in its ability to expand new DC fast 20 

charging stations, even with additional resources as recommended by Staff, it is both 21 

necessary and prudent that the limited number of new DC-fast charging sites that are 22 

brought about by the program be the best and most important locations within DTE’s 23 
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service territory, i.e. the prime locations.  Staff recognizes that selecting prime sites will 1 

involve trade-offs related to balancing three key attributes: sites potentially having the 2 

highest utilization rates (e.g. prime charging locations from the perspective of drivers), low 3 

service-connection and EV supply infrastructure costs, and optimal geo-spatial 4 

interconnections to the electric grid. Unfortunately, DTE’s proposal takes a backward-5 

looking perspective, rather than a forward-looking perspective, with respect to the 6 

foundational “make-ready” infrastructure behind the charging stations. DTE plans to invest 7 

in 50 kW “make ready” infrastructure to power current-technology 50 kW DC fast 8 

chargers. Staff takes no issue with the near-term deployment of 50 kW chargers, as such 9 

deployment directly addresses the range-anxiety issue that is severely impeding PEV 10 

adoption. However, the funding/installation of what will ultimately be power-constrained 11 

“make ready” infrastructure is a missed opportunity for DTE to leverage Charging 12 

Forward investments as charging technology transitions to ultra-fast 150 – 350 kW rates. 13 

It is eminently prudent that the upstream charging infrastructure for a significant portion 14 

of the prime sites (if not all sites) selected for the Charging Forward pilot be futureproofed, 15 

as these sites are the ones most likely to be upgraded to offer ultra-fast 150 to 350 kW 16 

charging rates. Such actions will protect the investments made by DTE’s ratepayers. In 17 

Staff’s view, the mitigation of potentially near-certain stranding of program-funded assets 18 

should take precedence over any interim loss in interconnection efficiency (caused by 19 

temporarily oversized interconnections). 20 

Q. What is the second deficiency in the proposed Charging Forward program? 21 

A. Current DTE tariff prohibitions regarding “sale for resale” at publicly available PEV 22 

charging stations should be lifted. This issue is of importance for two reasons: (a) a per 23 
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kWh rate is foundational for maturing the competitive market for publicly available PEV 1 

charging, as a uniform pricing standard is paramount to the development of robust  2 

competition between charging providers; (b) a per kWh rate at publicly available charging 3 

stations is needed to create an ‘apples to apples’ comparison between charging at 4 

commercial PEV charging stations and the preferred alternative of charging at home, at 5 

night. A direct comparison of PEV charging rates (at publicly available stations) with 6 

DTE’s time-of-use rates that are stated on a per kWh basis is essential to the transmission 7 

of appropriate and transparent price signals – signals that support system-wide economic 8 

benefits associated with growing PEV adoption. Thus, the prohibition is incongruous to 9 

the foundational goals of the Charging Forward program: that managed/controlled 10 

charging is the key to obtaining positive grid benefits; that rate design has a dominate role 11 

to play in the timing of vehicle charging; and that charging should primarily take place at 12 

home, at night. Although the Company states in its filing that: “DTE’s objective is to ensure 13 

that most of this EV charging load occurs during off-peak hours through enrollment in the 14 

Company’s TOU [Time of Use] rates.”, the existing tariff prohibition may actually frustrate 15 

such objective, particularly if the sale-for-resale prohibition contributes to a persistently 16 

high level of “free” charging at publicly available charging stations. In consequence, Staff 17 

is recommending that any prohibitions contained in DTE’s sale-for-resale tariff be lifted. 18 

Q. DTE noted in its filing that: “DTE expects most Level 2 charging will be offered for free 19 

to EV drivers based on current market expectations.” Is it possible that the current market 20 

expectations for “free” charging have as their genesis, in part, the prohibition against sale-21 

for-resale? 22 
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A. I believe so. Based on my personal experience in discussions with the general public, the 1 

prohibition against sale-for-resale may have resulted in confusion as to the legality of a site 2 

host to charge drivers, regardless of whether or not a per kWh fee or other fee structure 3 

(such as per session or per hour) is used. This confusion amongst the general public may 4 

be a factor in the current market expectations for “free” charging. It may also be a factor 5 

in some potential site hosts dismissing the option of providing PEV charging at their site, 6 

as “free” charging is not a sustainable business model for those site hosts requiring a direct 7 

Return on Investment (ROI) from charging station investments. Staff is also concerned that 8 

the close connection between past government/utility rebates and a large portion of prior 9 

deployments of publicly-available charging stations also has had a bearing on the high level 10 

of free charging currently taking place. It is possible that some “free” charging may in part 11 

be an unintended consequence of market distortion created by subsidized deployments. 12 

Staff has concerns that the foundational goals of the pilot may be adversely impacted by 13 

further expansion of “free” charging via the Charging Forward program. To this point, 14 

Staff agrees with DTE that publicly available charging stations should have the discretion 15 

to charge what they want, but the capital grant provided to select site-hosts by the program 16 

could be conditioned by DTE in a way that allows the Company to pilot novel approaches 17 

for pricing at publicly available stations that are in conformance with the essential goals of 18 

the pilot. Staff recommends that the Charging Forward program pilot possible solutions to 19 

these issues.  20 

Q. Please continue delineating additional Charging Forward deficiencies that should be 21 

addressed. 22 
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A. With respect to current rate options under the Experimental Electric Vehicle Rate (Rate 1 

Schedule D1.9), charging behavior in response to the Monthly Flat Fee (Option 2) is clearly 2 

in juxtaposition to the positive results of TOU Pricing under (Option 1).  The experimental 3 

flat fee has run its course and should be eliminated. Additionally, Rate D1.9 does not 4 

provide for the testing of potentially cost-effective submetering options to address the lack 5 

of enrollment in the EV TOU rate (caused by added costs to install a second billing meter 6 

and associated second monthly service charge). As a result, DTE is limited in the options 7 

that it can market to customers: namely, under Rate Schedule D1.9, DTE is currently 8 

limited to promoting the whole home TOU rate.  9 

Q. What metering options could be added to the Experimental Electric Vehicle Rate so as to 10 

improve enrollment in the EV TOU rate for charging PEV’s? 11 

A. The D1.9 tariff could be amended to include two new options. The new options would 12 

directly address the issue of lack of uptake of the second meter option for residential 13 

customers and would also provide the Company with new tools to address market barriers 14 

for controlled PEV charging. 15 

Q. Please continue. 16 

A. It is recommended that a new D1.9 option explicitly provide for AMI submetering behind 17 

a customer’s existing billing meter to separately measure PEV charging load. This has the 18 

possibility of reducing installation costs, as for example, a submeter could be connected to 19 

the customer’s service panel. In fact, Indiana Michigan Power (I&M) has an application 20 

before the Commission to provide such an option, suggesting that the installation costs for 21 

a submetering configuration may be reduced vis-à-vis a second billing meter (U-20282). 22 

Under this option, as proposed by I&M, customers would be charged for their full load at 23 
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their primary rate, with their charges adjusted to reflect the time differentiated price 1 

premium or credit associated with either the on peak PEV usage, or off-peak PEV usage, 2 

billed at the EV TOU rate. On the other hand, the D1.9 tariff could provide flexibility for 3 

the alternative of directly (and simply) billing the charging load at the EV TOU rate, under 4 

Option 1, by subtracting the sub-metered PEV usage from the primary meter’s measured 5 

load. Staff recommends that for piloting purposes under the Charging Forward program, 6 

DTE would have the flexibility to suspend any submeter charge otherwise required by an 7 

amended Rate Schedule D1.9, so as to maximize total enrollment in the new metering 8 

options and expand its learnings. Costs of piloting this option would be covered by the 9 

Charging Forward program and recovered on a regulatory asset basis, with return. 10 

Q. What is the second recommended new sub-metering option under Rate Schedule D1.9? 11 

A. The second new metering option under Rate Schedule D1.9 would explicitly allow DTE to 12 

pilot: (a) vehicle on-board metering and communication; or (b) smart/connected chargers, 13 

to “submeter” PEV load and provide access to the EV TOU rates under D1.9. Again, costs 14 

of piloting this option would be covered by the Charging Forward program and recovered 15 

on a regulatory asset basis, with return. Cost of additional AMI meters and associated 16 

infrastructure needed to evaluate the “submetering” options would be included.  17 

Q. Does Rate D1.9 allow commercial customers to take service under the tariff for purposes 18 

of charging PEV’s at the EV TOU rate? 19 

A. Yes, it does. Because DTE’s D1.9 tariff allows for enrollment by commercial customers, 20 

the new sub-metering options have special relevance for addressing barriers preventing 21 

“home charging” for tenants of multi-unit dwellings (MUD’s). In particular, the new sub-22 

metering options may allow for piloting of new approaches providing EV TOU pricing to 23 
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tenants of MUD’s not having dedicated parking nor the ability to physically connect PEV 1 

charging stations to the tenant’s service panel (via a submeter) or to a second billing meter. 2 

Q. How is that? 3 

A. Given that DTE’s Rate D1.9 allows for commercial customers (e.g. building owners) to 4 

receive separately metered service for PEV load that would qualify for the EV TOU rate, 5 

the expanded metering options could provide the utility with multiple ways for building 6 

owners to ‘pass through’ to their residential tenants the Rate Schedule D1.9 EV TOU rate 7 

for charging at a “publicly available” Level 2 stations located at the MUD. 8 

Q. How would this work? 9 

A. Examples may include building owners obtaining charging-station network services from 10 

third parties (such as ChargePoint) as the means to pass through the DTE D1.9 TOU rate 11 

to tenants, essentially on a sale-for-resale basis. In this case, network fees and capital 12 

expenditures incurred by the building owner, and not covered by the Charging Forward 13 

program, could be covered in rental fees. Another possibility for passing through the D1.9 14 

TOU rates to tenants of MUD’s would entail onboard vehicle metering and 15 

communications as a “separately metered” basis, again with the building owner enrolling 16 

in Rate Schedule D1.9. The new submetering options open up the possibility that DTE 17 

could pilot novel billing methods where the “separately metered” service for charging 18 

PEV’s was netted out of the building owners commercial account, and directly billed to a 19 

tenant of a MUD on their DTE residential account at the D1.9 EV TOU rate.  The bottom 20 

line is that the greater public interest is best served when all tenants of multi-unit rental 21 

housing can access TOU rates for PEV charging, as can owner-occupied single-family 22 

homes. At this time, the only way to make real progress in accomplishing this goal is via 23 
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extensive piloting, founded upon multiple new sub-metering-options approved by the 1 

Commission for Rate Schedule D1.9. In order to implement these options, Staff 2 

recommends that DTE file an application (within 30 days of the Commission’s order in 3 

this proceeding) to amend Rate Schedule D1.9. The filing should include the recommended 4 

submetering options to be piloted by the Charging Forward Program.  5 

Q. Are there any other deficiencies in DTE’s program that should be corrected? 6 

A. Yes. DTE’s proposal does not provide for public updates or input into the program, as it 7 

only intends to apprise the Commission on piloting outcomes subsequent to program 8 

termination – three years into the future. However, it is clear, based upon DTE’s direct 9 

testimony, and discovery, that much of the Charging Forward program remains in a 10 

conceptual form, as critical details are yet to be determined. Thus, Staff recommends that 11 

DTE file in the U-20162 docket a status report prior to implementation, and a report every 12 

twelve months thereafter. So as to obtain public awareness and input, Staff will convene a 13 

technical conference with intervenors and other stakeholders subsequent to such filing. 14 

Q. Please continue with any further recommendations. 15 

A. Additionally, Staff recommends that rebate amounts not be fixed by the Commission at 16 

this time, but that DTE be given the maximum flexibility to adjust rebate levels, as 17 

necessary, to minimize the cost of the program and maximize participation. As rebate levels 18 

are adjusted over the course of the program, DTE should be file an updated schedule in the 19 

U-20162 docket.     20 

 Q. Should the Commission set performance objectives for the Charging Forward program? 21 

A. Yes. Staff is recommending three: (1) that DTE maximize program participation at 22 

minimum cost; (2) that DTE aggressively test new and novel practices and technologies to 23 

3420



DIRECT TESTIMONY OF ROBERT G. OZAR P.E. 
CASE NUMBER U-20162 

PART II 

 14

ensure that new electric load associated with the charging of PEV’s maximizes net benefits 1 

shared by all DTE ratepayers; and (3) that investments in “make ready” infrastructure serve 2 

double duty by directly addressing the core barriers frustrating adoption of PEV’s (e.g. 3 

range anxiety) and are leveraged by DTE to learn reasonable and practicable ways to 4 

actively manage charging times and locations; to minimize required investment in new 5 

distribution infrastructure; and to obviate adverse grid impacts associated with 6 

uncontrolled charging. Staff acknowledges that these outcome-based objectives are 7 

subjective, but entirely appropriate as DTE will be earning a return on all expenditures 8 

associated with the Charging Forward program. 9 

Q. Will DTE have the right to determine which sites will be included in the Charging Forward 10 

program, and thus qualify for interconnections at no cost to the site host? 11 

A. Yes. As it is necessary for the utility to: (1) actively manage site locations and, (2) control 12 

pilot expenditures, DTE should have the unilateral right to suspend Contributions in Aid 13 

of Construction (CIAC) at any particular Level-2 or  DC Fast Charge (DCFC) site included 14 

in the pilot, and thus fully fund the cost of interconnection. On the other hand, if 15 

interconnection cost is the deciding factor for not including a site in the pilot, and the site 16 

host is willing to cover any CIAC, there is no reason that such site could not be included 17 

in the pilot (assuming the site meets all other requirements established by DTE). In order 18 

to implement the CIAC suspension, DTE should file amendatory language in its CIAC 19 

related tariffs upon approval by the Commission. 20 

Q. DTE noted in its filing that it was implementing several PEV pilots during 2018, and that 21 

these pilots would support the Charging Forward program. Given that such pilots are 22 

significantly delayed, should the unfunded cost of any such pilots that are actually 23 
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implemented subsequent to the Commission’s order in this proceeding be included in the 1 

Charging Forward program for purposes of cost recovery on a regulatory asset basis? 2 

A. Yes.    3 

Q. Does this conclude your testimony related to the proposed Charging Forward program? 4 

A. Yes.  5 

 -----------------------------Distributed Generation Tariff Section------------------------------ 6 

Q. With respect to utility revenue requirements for customers who participate in a net metering 7 

or distributed generation (DG) program under the clean and renewable energy and waste 8 

reduction act, 2008 PA 295, MCL 460.1001 to 460.1211, did the Commission comply with 9 

all requirements of Section 6a(14) of Act 341, regarding the development of “[A]n 10 

appropriate tariff reflecting equitable cost of service for utility revenue requirements”? 11 

A. Yes. The Commission complied with the Legislative requirement in Case No. U-18383 12 

entitled: “In the matter, on the Commission's own motion, to implement the provisions of 13 

Sections 173 and 183(1) of 2016 PA 342 and Section 6a(14) of 2016 PA 341.”  14 

Q. What was the Commission’s finding in its April 18, 2018 Order in U-18383? 15 

A. The Commission found that an Inflow/Outflow tariff is “an adaptable billing mechanism 16 

that allows for equitable COS and is enabled by improved data collection.” In conformance 17 

with this finding, the Commission required utilities to file “such a tariff” in any general 18 

rate case filed after June 1, 2018. Order, p 18. The Commission did allow utilities flexibility 19 

to file an alternative billing method if desired. 20 

Q. How does Staff interpret the term “improved data collection” as used by the Commission 21 

in its April 18, 2018 Order in U-18383? 22 
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A. By improved data collection, the Commission was referring to the substantial deployment 1 

of Advanced Metering Infrastructure (AMI) by regulated electric utilities, allowing for the 2 

measurement and recording of bidirectional power flows from distributed generation 3 

customers having onsite generation. 4 

Q. Did DTE comply with the Commission’s directive in its Order in U-18383? 5 

A. Yes. DTE fully complied with the Commission’s directive by filing an Inflow/Outflow 6 

tariff. DTE declined to request an alternative DG billing mechanism, noting in the direct 7 

testimony of Company witness Camila Serna that the Inflow/Outflow mechanism was a 8 

natural outgrowth of AMI capability, allowing for independent determination of rates for 9 

power inflows and outflows (in agreement with the Commission’s U-18383 Order and the 10 

Staff report). The Staff is pleased with DTE’s request for an Inflow/Outflow tariff and will 11 

not be addressing the continuation of Net Energy Metering (NEM) in its direct case, as that 12 

issue is moot. Although DTE’s proposed Inflow/Outflow tariff contains several 13 

modifications to the tariff attached to the Commission’s Order in U-18383 as Exhibit A, it 14 

significantly reflects the essential attributes of the Inflow/Outflow billing method. 15 

Q. Did the Commission specify a compensation method for power outflows in its Order in U-16 

18383? 17 

A. No. The Commission left the determination of compensation for power outflows to 18 

individual utility rate cases. In response to the Commission’s directive, DTE has proposed 19 

to compensate DG customers at the monthly-average real-time locational marginal price 20 

(LMP). It is significant that DTE directly tied this compensation approach for power 21 

outflows to Section 177(4) of Act 342. [See Company witness Serna Direct Testimony, pp 22 

48-49.] DTE takes the position that Section 177(4) limits the Commission’s authority to 23 
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approve compensation for power outflows to two alternative compensation formulas 1 

delineated in this statutory provision. Of the two alternative crediting approaches, DTE 2 

takes the position that the monthly-average real-time LMP is the preferred alternative. 3 

Q. What is the essential purpose of Act 342 Section 177(4)? 4 

A. Section 177(4) specifies the legally-available compensation rates for “excess kilowatt 5 

hours” under the modified NEM billing method (a variant of net energy billing). The 6 

statutory provision also contains other essential metering/billing requirements associated 7 

with modified NEM credits.  8 

Q. Is “excess kilowatt hours” as defined by Section 177(4) the equivalent of total power 9 

outflows during a billing period? 10 

A. No. Section 177(4) divides the total power outflows (power physically injected into the 11 

utility distribution grid) into two portions. The quantity “excess kilowatt hours” is the 12 

residual portion remaining after power outflows are netted against power inflows during 13 

the billing period. 14 

Q. Please explain. 15 

A. Section 177(4) states: “If the quantity of electricity generated and delivered to the utility 16 

distribution system by an eligible electric generator during a billing period exceeds the 17 

quantity of electricity supplied from the electric utility … during the billing period, the 18 

eligible customer shall be credited … for the excess kilowatt hours generated during the 19 

billing period.”  20 

Q. How should the statutory language be understood? 21 

A. The true meaning of the term “excess kilowatt hours” in Section 177(4) is easily 22 

misunderstood. However, the statutory terminology can be simplified to extract the 23 
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essential meaning. The term: “electricity generated and delivered to the utility distribution 1 

system” is the essential meaning of ‘power outflow’. This value can be independently 2 

measured by a smart-meter capable of measuring bidirectional power flows. Similarly, the 3 

term: “electricity supplied from the electric utility” is the essential meaning of ‘power 4 

inflow’. It also can be independently measured by a smart-meter and integrated over a 5 

billing period. Thus, an equivalent reading of the statute is: “If the power outflows of an 6 

eligible electric generator during a billing period exceed the power inflows during a billing 7 

period, the eligible customer shall be credited for the excess kilowatt hours generated 8 

during a billing period.”  9 

Q. In other words, the term “excess kilowatt hours” is a net quantity? 10 

A. Yes. It is a net quantity, i.e. a residual, mathematically equal to the excess of (power 11 

outflows minus power inflows) during a billing period. The term “excess kilowatt hours” 12 

is equivalent to the term “excess power outflows”.  13 

Q. Please explain how Section 177(4) translates into compensation for power outflows. 14 

A. The action of calculating the residual power outflow (positive difference between power 15 

outflows and inflows during a billing period), inherently creates two distinct compensation 16 

methods for power outflows. Power outflows are netted against power inflows (up to the 17 

level of total power inflows during the billing period) on an energy basis, and thus 18 

effectively at the full retail rate). To the extent outflows exceed inflows during the billing 19 

period, such residual portion of power outflows (i.e. excess kilowatt hours) are carried over 20 

to the next billing period, where they are credited to the customer’s bill using one of two 21 

alternate compensation formulas specified by statute. 22 

3425



DIRECT TESTIMONY OF ROBERT G. OZAR P.E. 
CASE NUMBER U-20162 

PART II 

 19

Q. Is the creation of two compensation methods for power outflows the essential characteristic 1 

of modified NEM? 2 

A. Yes. This division of compensation into two methods for power outflows during a billing 3 

period constitutes the essential modification of true NEM, resulting in the modified NEM 4 

billing method.  True NEM, in contrast, uses an effective single compensation method (the 5 

full retail rate) for all power outflows. 6 

Q. Would true NEM be prohibited pursuant to DTE’s claim that the Commission is restricted 7 

by law to the compensation and crediting methods expressed within Section 177? 8 

A. Yes. Since Section 177 explicitly excludes transmission and distribution components of 9 

the retail rate from being included in the compensation for excess power outflows, true 10 

NEM would be prohibited since it inherently compensates excess all power outflows at the 11 

full retail rate.  Clearly, DTE’s interpretation is in direct conflict with the very existence of 12 

true NEM. This is a highly relevant issue because DTE’s interpretation, if correct, would 13 

negate the true NEM option under Section 183 of Act 341, which allows for the 14 

continuation of NEM for those customers “…participating in a net metering program 15 

before the commission establishes a tariff pursuant to section 6a(14) of 1939 PA 3.”  16 

Fortunately, the Commission has previously addressed this potential internal conflict 17 

within the statute in its 2009 Order in U-15787 and ruled against DTE’s interpretation of 18 

universal applicability of Section 177(4). [March 18, 2009 Order in MPSC Case No. U-19 

15787, p 19.] 20 

Q. Would not DTE’s claim that Section 177 is the only compensation and crediting approach 21 

legally available to the Commission also rule out the Inflow/Outflow billing method as an 22 

option to the Commission? 23 
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A. Yes. If DTE’s interpretation was accepted, then necessarily its own request to implement 1 

an Inflow/Outflow billing mechanism would conflict with Section 177(4), since the 2 

statutory provision provides compensation at the full retail rate for power outflows up to 3 

the level of power inflows during the billing month, whereas DTE is requesting to 4 

compensate all power outflows during a billing period at the monthly-average real-time  5 

LMP.  6 

Q. Has the Commission previously addressed the legal issue of whether Section 177(4) limits 7 

the Commission’s ability to set outflow compensation under a DG tariff authorized under 8 

Section 6a(14) of Act 341? 9 

A. Yes. DTE’s argument in this proceeding is identical to comments submitted in U-18383, 10 

which the Commission addressed and rejected in significant detail on pages 13 through 15 11 

of its April 18, 2018 Order. In that Order, the Commission again found that Section 177 12 

only applies to the modified net-metering billing method and thus not to an Inflow/Outflow 13 

billing method authorized under Section 6a(14) of Act 341. [See MPSC Case No. U-18383, 14 

April 18, 2018 Order, pp 14-15.] 15 

Q. With respect to an Inflow/Outflow billing method, as requested by DTE, could the 16 

Commission approve either of the compensation formulas set by Section 177(4)? 17 

A. The Commission is unrestricted in its ability to approve any approach that is fair, 18 

reasonable, and in the public interest. In particular, the Commission could approve either 19 

of the formulas delineated in Section 177(4): (a) the real-time monthly-average LMP; or 20 

(b) the power supply component of the retail rate, less transmission costs - with the caveat 21 

that under an Inflow/Outflow billing mechanism, the full integrated power outflows during 22 

a pricing or billing period would be subject to such compensation formula. In addition, it 23 
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should be noted that the Section 177 limitations on carry-forward credits in the following 1 

billing periods are not applicable to DG billing methods authorized by Section 6a(14) of 2 

Act 341 (as determined by the Commission in its Order in U-18386).    3 

Q. Of the two alternate compensation formulas expressed in Section 177(4), what is the basis 4 

upon which DTE has chosen the real-time monthly-average LMP for total power outflows 5 

associated with the Inflow/Outflow billing method? 6 

A. DTE does so on the basis of three arguments articulated by Company witness Serna: (1) 7 

that the “…Company’s generation [is] required to serve customer load when their generator 8 

is not producing”; (2) the Company does not have a temporal/total production contract with 9 

DG customers; and (3) the primary purpose of their generation is “…to offset onsite 10 

consumption.” These three arguments lead to the proposition that: “…there is no tangible 11 

capacity value or capacity offset provided by the distributed generation,” and to the 12 

corollary: “…crediting of any outflow energy is a 1:1 offset with wholesale purchases or 13 

the fuel required to generate the energy.”  14 

Q. Does Staff find agreement in DTE’s three arguments that are used (by DTE) to support 15 

outflow compensation levels at the real-time monthly average LMP? 16 

A. Staff finds agreement in all three of DTE’s arguments impacting the valuation of power 17 

outflows - if evaluation is made from the perspective of an individual customer, which is 18 

the perspective taken by DTE.  19 

Q. Please explain. 20 

A. Staff agrees that DG customers are predominantly investing in renewable generation assets 21 

(e.g. solar photovoltaic (PV)) to offset on-site consumption. Significantly, this behavior is 22 

an inherent outcome of the Inflow/Outflow billing concept, where the monetization of 23 
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generation investment is directly related to the level of avoided grid purchases (i.e. onsite 1 

usage of onsite generation) otherwise purchased at the full retail-rate. Credits for power 2 

outflows are likely to be lower than the full retail rate, in that they exclude the average 3 

imbedded cost of transmission and distribution that is included in the full retail rate (these 4 

two components constituting the core compensation-subsidy formerly provided by NEM). 5 

Thus, compensation for power outflows are not the driver of customer behavior or 6 

operation under an Inflow/Outflow pricing model, but rather a secondary source of 7 

monetization. 8 

Q. What is the cause of power-outflow variability? 9 

A. Power outflows are the result of a temporal mismatch between the instantaneous site load 10 

with the instantaneous (non-dispatchable and intermittent) output of renewable generation 11 

(e.g. solar PV). Power outflows thus have an inherent dependency upon the combined 12 

variability of both generation and load. 13 

Q. Is DTE’s argument that the company does not have a temporal/production contract with 14 

individual customers related to the outflow variability issue? 15 

A. Yes. The combination of very small generation-capacity and the inherent variability of 16 

power-outflows for an individual customer essentially rule out single-customer production 17 

contracts similar to that with Independent Power Producers (IPP’s), such as under PURPA. 18 

The fact that single customer production contracts are infeasible strongly suggests that 19 

evaluation of the capacity-value of DG resources should occur on an aggregate program 20 

basis, rather than on an individual customer basis.  21 

Q. Does the Midwest Independent Operator (MISO) grant DTE zonal resource credits for 22 

utility distributed generation programs such as NEM or Inflow/Outflow? 23 
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A. MISO, at this time, does not recognize DTE’s DG program with respect to zonal resource 1 

credits (ZRC’s) in meeting its capacity resource obligations. However, to the extent that 2 

the DG program (on a coincident aggregate basis) produces real impacts in system peak, 3 

DTE can and should reflect such impacts in its peak-load forecast, and thus provide an 4 

implicit capacity value to the DG program. Any capacity value imbedded in such system-5 

wide forecast thus should reflect the coincident aggregate power-outflows of the DG 6 

program, and not the sum of individual customer capacity valuations.  7 

Q.  So, the fact that DTE can reflect the coincident aggregate impact of DG customer outflows 8 

in its system wide peak-load forecast reaffirms that the capacity value of the DG program 9 

should be determined on such a basis? 10 

A. Yes. Evaluation of capacity value on a single customer basis (as DTE did) will lead to the 11 

erroneous conclusion that: “…there is no tangible capacity value or capacity offset 12 

provided by the distributed generation,” and to the corollary: “…crediting of any outflow 13 

energy is a 1:1 offset with wholesale purchases or the fuel required to generate the energy.” 14 

On the contrary, evaluation of the capacity value of a small-customer DG program on a 15 

coincident aggregate program basis readily reflects the intrinsic manner in which value is 16 

created: the program as a virtual generator. Once the value of generation capacity can be 17 

quantified on a program basis, it can be incorporated into the outflow compensation 18 

formula, and allocated to individual customers based on their metered outflow. To this 19 

point, and significantly, the Commission does not set utility rates on a single customer 20 

basis, but rather on a class basis. Similarly, the capacity value of a small-customer DG 21 

program, and the resulting compensation rate, should not be determined on a single 22 

customer basis, but on basis of the whole program.  23 
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Q. Please continue. 1 

A. Given that DTE’s DG program is composed of multiple small end-users, and given the 2 

diversity of DG customers, it is reasonable for DTE to undertake a power-outflow study 3 

subsequent to implementation of the Inflow/Outflow tariff to confirm that the coincident 4 

aggregate program power-outflows are relatively stable, and predictable, irrespective of 5 

any individual DG customer’s power output, and to quantify the effective DG outflow 6 

capacity and associated value. Considering the small number of new DG customers that 7 

may take service under the Inflow/Outflow tariff (over the initial years of implementation), 8 

this study phase could take several years to provide meaningful data.  9 

Q. Does the aggregate program perspective have merit in addressing DTE’s argument that the 10 

DG program does not reduce the “…Company’s generation capacity required to serve 11 

customer load when their generator is not producing”?  12 

A. Yes, the aggregate program basis also has merit in resolving this issue. Here again DTE is 13 

looking at the issue from the perspective of a single customer. Staff agrees that if there 14 

were only one customer, then DTE would need to retain generation capacity to serve the 15 

entire loss of that one customer’s onsite generation during the system peak. However, by 16 

extension, DTE seems to argue that it would need to retain a level of generation equivalent 17 

to the sum of the onsite generation capacity of all DG customers. Thus, the Company 18 

extrapolates the single-customer perspective to the program as a whole, to support the 19 

proposition that “there is no tangible capacity value or capacity offset provided by 20 

distributed generation.” Clearly, in making this argument, DTE implicitly assumes the 21 

potential simultaneous loss of every customer-sited generation system during its system 22 

peak, thus requiring the utility to maintain an equivalent total generation capacity. As it 23 
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would be highly improbable for all DG customers’ systems to fail simultaneously, given 1 

the number and diversity of DG customers, such drastic action would be unreasonable.   2 

Q. Can you elaborate on why an outflow capacity study is required to calculate specific 3 

compensation rates for effective program outflow-capacity in an Inflow/Outflow tariff? 4 

A. Yes. Implementation of the Inflow/outflow tariff will result in an unprecedented new DG 5 

pricing model. The fact that no customers have yet to enroll in the Inflow/Outflow tariff, 6 

creates a significant data availability issue in the calculation of the effective capacity value 7 

of the DG program. Significantly, the load size, shape, and onsite generation-capacity of 8 

new enrollees are unknown at this time, as are the coincident aggregate power-outflows of 9 

program participants. Staff expects an accurate computation of the effective DG program 10 

outflow capacity to critically rely upon an 8760-hour analysis of actual-customer AMI 11 

interval and register data. Development of such a data base will be essential in the 12 

immediate years following the Inflow/Outflow tariff’s initial implementation in 2019. In 13 

consequence, Staff recommends that the Commission order DTE to commence 14 

undertaking a power outflow capacity study upon implementation of the Inflow/Outflow 15 

tariff. 16 

Q. Why are there limitations in using data from existing NEM customers to quantify the 17 

capacity component of power-outflow compensation rates? 18 

A. NEM generation systems were specifically designed and operated in response to pricing 19 

signals inherent to such pricing model. For example, existing true NEM customers have 20 

little to no incentive to directly manage their level and timing of power inflows and 21 

outflows, as their customer bills are essentially invariant to their level of onsite generation. 22 

Staff expects that installed system-capacity may drop under an Inflow/Outflow tariff (in 23 
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response to the relative lower level of compensation for power outflows), or customers 1 

may find other methods of increasing the proportion of locally-generated energy used on-2 

site, such as battery storage or changing panel orientation, and consequently reducing the 3 

level of power outflows vis-à-vis total generation. The temporal distribution of power 4 

outflows may also change in response to these customer actions. Although historical NEM 5 

data can provide general guidance, it would be unwise to rely too heavily on such data in 6 

developing specific rates for an Inflow/Outflow mechanism at this time.  7 

Q. Seeing that an DG Outflow study is necessary to calculate the effective generation capacity 8 

provided by the DG program, and thus compensation rates under the Inflow/Outflow tariff, 9 

how does Staff propose to set the compensation for power outflows at this time?  10 

A. For this initial case, it is reasonable for the Commission to set outflow compensation at 11 

the power supply component of the DG customer’s retail rate, excluding transmission. This 12 

approach is simple, understandable to customers, creates a close connection between the 13 

new compensation rates under the Inflow/Outflow billing method and existing 14 

compensation under NEM, and yet avoids the primary subsidy related to NEM which is 15 

the inclusion of the distribution charge (of the underlying sales rate schedule) in the outflow 16 

compensation formula. Vis-à-vis DTE’s requested de-minimis compensation, use of the 17 

power supply component of the retail rate, excluding transmission, results in a more 18 

measured pace of adjustment from the existing effective level of compensation under 19 

NEM. This is especially relevant for existing true NEM customers that will be required to 20 

migrate to the new Inflow/Outflow tariff upon its adoption. 21 

Q. In its Order in U-18383, did the Commission provide direction regarding immediate 22 

achievement of cost-based rates under the Inflow/Outflow billing method? 23 
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A. Yes. 1 

Q. Does the Commission’s direction on this matter provide general guidance regarding the 2 

initial establishment of outflow compensation rates? 3 

A. Yes. However, in responding to this question, it should be noted that the setting of 4 

compensation for power outflows is an exercise in balancing matters of equity and 5 

reasonableness. With this caveat, the Commission, in its Order in U-18883 stated: “As the 6 

DG program evolves and more data becomes available, the Commission will be better able 7 

to assess the cost and benefit impacts and conduct rate design consistent with COS 8 

principles.” The Commission recognizes that there will likely be a rate-development 9 

transition period whereby substantial data collection from customers opting into the new 10 

Inflow/Outflow tariff will allow refinement and closer movement toward the ideal. 11 

Applying this principle to outflow compensation suggests a similar evolution as more data 12 

becomes available. Use of the power-supply component of the retail rate, less transmission 13 

costs, is an appropriate starting point to this process. 14 

Q. Since DG customers’ power outflows are injected directly into the electric distribution 15 

system, shouldn’t they receive credit for the full transmission-cost component of the retail 16 

rate? 17 

A. Transmission costs are an embedded cost that must be fully recovered from ratepayers. 18 

Such costs are allocated to the various rates classes on the basis of power inflows. If a DG 19 

customer’s power-outflow compensation were to include the full transmission cost 20 

component of the retail rate, as a credit applied to power outflows, the credits would have 21 

to be re-allocated to the underlying rate class, thus increasing the rates to non-DG 22 

customers above the level that they would otherwise have paid. This is a clear indication 23 
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of the inappropriateness of this compensation, as the public interest is best served when all  1 

customers benefit from the availability of customer-sited DG programs. On the other hand, 2 

the determination of any transmission valuation for power outflows would ideally take 3 

place in a long-term avoided cost study, as could be done in a “valuation stack” analysis.  4 

Q. Did DTE address the alternative option of using the proxy generation-plant approach, as 5 

addressed in the Staff report as a potential methodology to set a compensation rate for 6 

power outflows? 7 

A. Yes. The proxy generation-plant approach of setting an outflow compensation rate is a 8 

variant of the valuation stack methodology. The proxy generation-plant method calculates 9 

a valuation based on the energy/capacity cost of a theoretical generation plant, those two 10 

components [energy and capacity] forming the foundation of the valuation stack. 11 

Regarding this method, DTE rendered the position that this approach was unreasonable on 12 

the same basis that the company rejected use of the power-supply component of the full 13 

retail rate: i.e. that there is no capacity value of distributed generation, and in addition, that 14 

it failed to comport with the specific compensation methods delineated in Act 342 Section 15 

177. As previously stated, both arguments are defective. The valuation stack method of 16 

calculating outflow compensation is a valid compensation methodology, in Staff’s opinion. 17 

Q. Please continue. 18 

A. Staff notes that using the power-supply component of the retail rate, less transmission costs, 19 

to establish outflow compensation rates is an advantage over the valuation stack method, 20 

in that it avoids reliance on a detailed analysis of costs and benefits. At this time, such a 21 

detailed analysis may lead to a false sense of accuracy, in that the ideal outflow 22 

compensation method, in all its refinement, will require input from substantial data 23 
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collection over a multi-year period, using bidirectional meter data derived from DG 1 

customers that enroll in the Inflow/Outflow mechanism on and after the date the new tariff 2 

goes into effect. Staff makes no judgement on use of a valuation-stack method in future 3 

DTE rate cases, as the substantial interval and register data provided by DTE’s AMI system 4 

will provide a solid framework for future evaluation of this approach. 5 

Q. The Staff, in its DG Report, suggested use of a utility’s PURPA rate as an option for setting 6 

outflow compensation for the Inflow/Outflow mechanism. Why is Staff not recommending 7 

this approach? 8 

A. DTE’s PURPA avoided cost case, U-18091, is still pending without a final avoided cost 9 

established.  As a result, such rates were not addressed by Staff.  10 

Q. How will the recommended power-outflow compensation formula under the 11 

Inflow/Outflow pricing model be implemented? 12 

A. The recommended compensation formula under the DG program (Standard Contract Rider 13 

No. 18) will use the “power supply component of the retail rate – less transmission 14 

charges” to price power outflows. For this reason, transmission costs will need to be 15 

unbundled from all power supply charges and separately identified in the Power Supply 16 

Charges section of the underlying service tariff. Since DTE’s power supply charges are 17 

divided into “capacity” and “non-capacity charges” power-outflow compensation will need 18 

to include both categories of charges re-calculated on a transmission-unbundled basis.  19 

Q. How will power-outflow compensation be calculated for DG customers whose underlying 20 

service tariff is stated on a commodity-only basis?  21 
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A. For service tariffs stated on a commodity basis, outflow credits will be calculated using 1 

metered kWh outflows during the pricing or billing periods applied to transmission-2 

unbundled capacity and non-capacity energy charges. 3 

Q. How will power outflow compensation be calculated for DG customers whose underlying 4 

service tariff has both demand and energy components?  5 

A. For DG customers on service tariffs having demand and energy components, outflow 6 

credits will be calculated using: (a) metered kWh power-outflows during the pricing or 7 

billing periods applied to transmission-unbundled capacity and non-capacity energy 8 

charges; and (b) kW demand calculated per the underlying service tariff - using metered 9 

power-outflows applied to transmission-unbundled capacity and non-capacity demand 10 

charges. 11 

Q. Mr. Ozar, can you summarize Staff’s policy analysis and recommendations regarding a 12 

reasonable compensation method for power outflows under the Inflow/Outflow tariff? 13 

A. Staff recommends that the Commission adopt use of the “power-supply component of the 14 

retail rate, less transmission costs,” as a reasonable proxy to establish power-outflow 15 

compensation and reject use of the monthly-average real-time LMP as requested by DTE. 16 

In order to implement the new power-outflow compensation, DTE’s power supply rates 17 

should be unbundled, so as to separate transmission costs from capacity and non-capacity 18 

power supply charges. Additionally, Staff recommends that DTE undertake a 19 

comprehensive multi-year power inflow/outflow study, upon implementation of the tariff. 20 

Such study will form the basis of future Inflow/Outflow rate design. 21 

Q. Does this conclude your testimony at this time? 22 

A. Yes. 23 
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 1 JUDGE WALLACE:  Ms. Osuala, would you

 2 like to proceed?

 3 MS. OSUALA:  Thank you, your Honor.

 4 CROSS-EXAMINATION 

 5 BY MS. OSUALA:  

 6 Q Goods morning, Mr. Ozar.

 7 A Good morning.  

 8 Q My name is Chinyere Osuala, and I'm going to ask you some

 9 questions today.

10 THE REPORTER:  Keep your voice up,

11 please.

12 MS. OSUALA:  I'm sorry.

13 JUDGE WALLACE:  You want to kind of talk,

14 so keep it like right in front of you, because if you're

15 a little bit to the side, it won't pick up.

16 MS. OSUALA:  Sure.

17 Q (By Ms. Osuala):  You've worked for the Michigan Public

18 Service Commission for about 40 years, correct?

19 A Yes.

20 Q And throughout your career, you've been responsible for a

21 broad array of regulatory issues; is that right?

22 A Yes.

23 Q And a decent amount of those issues were affected by

24 regulatory theory and policy; would you agree?

25 A Yes.
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 1 Q And you agree that as a member of Staff, your job is to

 2 fulfill the mission of the Commission; is that right?

 3 A Yes.

 4 Q And that includes providing for the establishment of fair

 5 and reasonable rates; is that right?

 6 A Yes.

 7 Q And those rates must be consistent with state law and

 8 regulations when you -- would you agree with that?

 9 A Yes.

10 Q And in your position, you make recommendations to the

11 Commission regarding utility rates, energy programs; is

12 that right, is that part of your --

13 A Yes.

14 Q And those recommendations you or your team make to the

15 Commission has to be consistent with Michigan law and

16 regulations; is that right?

17 A Yes.

18 Q When you are determining whether those recommendations

19 are consistent with Michigan law and regulations, what

20 documents or items or things do you reference?

21 A We'll look at the legislation, we'll refer to prior

22 Commission orders, in some cases there may be a Court of

23 Appeals decision that may be relevant, so those are the

24 types of things we're looking at.

25 Q Thank you.  So in your testimony on behalf of Staff, you
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 1 recommend that DTE implement an inflow/outflow tariff

 2 with power outflows compensated at the power supply

 3 component of the retail rate, correct?

 4 A That's correct.

 5 Q Minus the transmission cost, correct?

 6 A Yes.

 7 Q And in that -- and the outflow -- the inflow/outflow

 8 tariff, that was a result of a Staff study; is that

 9 right?

10 A Yes, it was.

11 MS. OSUALA:  Your Honor, I'd like to mark

12 Exhibit MEC-162.

13 JUDGE WALLACE:  162?

14 MS. OSUALA:  162, that's what I have.

15 May I approach, your Honor?

16 JUDGE WALLACE:  Yes, you may.

17 (Document distributed and marked for identification

18 by the Court Reporter as Exhibit No. MEC-162.)

19 MR. CHRISTINIDIS:  Your Honor, I would

20 request a copy of what it is that's been provided to the

21 witness.

22 (Document provided to Mr. Christinidis.)

23 MR. CHRISTINIDIS:  Thank you.

24 Q (By Ms. Osuala):  Mr. Ozar, do you recognize the document

25 I just handed you?
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 1 A Yes.

 2 Q What is it?

 3 A It's entitled Report on the MPSC Staff Study to Develop a

 4 Cost of Service-Based Distributed Generation Program

 5 Tariff, dated February 21, 2018.

 6 Q You were a contributor to the development of this report

 7 and study; is that correct?

 8 A Yes.

 9 Q How much did you contribute, by the way?

10 A I was one of the principal authors, although there was a

11 significant level of Staff members that were involved as

12 a team putting this together.

13 Q And Staff conducted this study at the direction of the

14 Commission, correct?

15 A That's correct.

16 Q And they conducted the study in compliance with Act 341,

17 correct?

18 A Yes.

19 MS. OSUALA:  Your Honor, I will also

20 introduce Exhibit 163.  May I approach?  

21 JUDGE WALLACE:  Yes, you may.

22 (Document distributed and marked for identification

23 by the Court Reporter as Exhibit No. MEC-163.)

24 Q (By Ms. Osuala):  Mr. Ozar, I just handed you Act 341; is

25 that correct?
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 1 A Yes.

 2 Q And I'm just going to give it to you for your reference,

 3 and feel free to reference it while I'm asking you these

 4 questions.  Mr. Ozar, this study was conducted with -- as

 5 one of the principal authors, you contributed to the

 6 study and helped conduct the study with the understanding

 7 that any tariff that would result from this study would

 8 replace net metering; is that correct?

 9 A Well, the Staff study was a recommendation essentially to

10 the Commission which then received a -- it was

11 essentially approved in a Commission order, and in that

12 order of the Commission, ordered the utilities that file

13 a general rate case after June 30, I believe it was,

14 2018, to include an inflow/outflow tariff in their

15 filing.  So it wasn't really the Staff; I mean the Staff

16 was following the Commission's directives.  

17 Q Can you turn to page 9 of this study, Section IV.  And

18 that first line that starts with, "In compliance", do

19 mind reading that first paragraph for me?

20 MR. CHRISTINIDIS:  Your Honor, I'm going

21 to place an objection.  It's not been established, there

22 has been no foundation laid that Mr. Ozar was involved in

23 this portion of the report.  And I'll also place the

24 objection because it would appear that we're heading in

25 this direction, that this line of cross-examination
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 1 appears to be inappropriate supplemental direct designed

 2 not to test the veracity and appropriateness of

 3 Mr. Ozar's testimony, but to supplement his testimony for

 4 all of the reasons and authority cited by Staff in their

 5 motion to strike Mr. Paul's testimony earlier in this

 6 proceeding.

 7 MS. OSUALA:  Your Honor, if I may.  I am

 8 trying to establish that there was a basis and a reason

 9 for Mr. Ozar and Staff to recommend this inflow/outflow

10 tariff; it emanated from this study, and any

11 implementation of this study in DTE's service territory,

12 we should be able to test the veracity of it and make

13 sure that it is in compliance with Michigan law and

14 regulations, as Mr. Ozar has already said that Staff

15 already does.

16 JUDGE WALLACE:  I'm going to allow you to

17 continue.  Mr. Ozar has already testified that he was one

18 of the principal authors of this report.  If he doesn't

19 know what a passage says, he can indicate that that's the

20 case, if he was not involved in drafting this

21 introductory section or whatever, but I think that this

22 can continue.  I don't think that it is the same as the

23 situation with Mr. Paul's testimony.

24 MR. CHRISTINIDIS:  Your Honor, I don't

25 intend to slow the proceedings down, however, in order to
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 1 facilitate that, let me place an objection, sort of a

 2 continuing objection, if you would, to the extent that

 3 Mr. Ozar, through the cross-examination being elicited

 4 here by MEC, would suppose to offer legal opinion into

 5 the record.

 6 MS. OSUALA:  Your Honor, if I may, I'll

 7 just rephrase.  I'll just start with another.

 8 JUDGE WALLACE:  O.K.

 9 Q (By Ms. Osuala):  Mr. Ozar, do you have your testimony in

10 front of you?

11 A Yes, I do.

12 Q Do you mind turning to page 16, lines 11 to 13.  There

13 you say Staff is pleased with DTE's request for an

14 inflow/outflow tariff and will not be addressing the

15 continuation of net energy metering in its direct case,

16 as that issue is moot.  Did you -- was Staff pleased in

17 this case because of Staff's understanding, some sort

18 of -- Staff's understanding that Section 6a(14) would,

19 any tariff that would emanate from 6a(14) would replace

20 net metering as it stands in Michigan?

21 A That's not -- that's not what I was saying here.

22 Q So this was not a legal opinion; when you say that this

23 issue is moot, that was not a legal opinion?

24 A No, it's not a legal opinion.

25 Q You can see how that's confusing to a lawyer.
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 1 A May I explain?

 2 Q Sure.

 3 A The Commission ordered DTE to file an inflow/outflow

 4 tariff, but also provided the option, at the utility's

 5 discretion, to file an alternative, and DTE chose to file

 6 simply an inflow/outflow tariff with several

 7 modifications to the sample tariff that was attached to

 8 the Commission order, and in that respect, the Staff was

 9 pleased with DTE's filing.  That's simply what I was

10 saying here.

11 Q I'm sorry, Mr. Ozar, I'm just -- I just feel a little

12 confused.  Can you also turn to -- sorry.  One second.

13 Can you also turn to page 2, it talks about, it starts

14 with the purpose of your testimony, lines 4 to 6, you say

15 the purpose of your testimony is recommendations

16 regarding approval of an appropriate DG tariff that would

17 be in accordance with 6a(14) Act 341.  Is that -- 

18 A Yes.

19 Q -- also -- is it your understanding that your tariff

20 would be -- or an inflow/outflow tariff would be in

21 accordance with 6a(14) here?

22 A Yes.

23 Q Is it your understanding that if DTE implemented this

24 tariff, it would replace any DG program going forward?

25 A It would replace the temporary or transitioned DG program

    Metro Court Reporters, Inc.   248.360.8865



3446

 1 that the Commission had adopted in U-18383.

 2 Q So as it stands now in Michigan, any DG program that is

 3 in Michigan as it stands now?

 4 A Well, there's a grandfathering provision for existing net

 5 metering customers, so this -- we were not recommending

 6 that this be an immediate replacement; those customers

 7 were provided by law an opportunity to retain their net

 8 metering billing method for ten years from the date of

 9 participation.

10 Q And what law are you referring to?

11 A I believe that was at both, in PA 341 and PA 342.

12 Q Can you show me the provision in 341, please?  I'll

13 withdraw the question.  It's fine.

14 Do you mind referencing Section 6a(14) of

15 Act 341 in front of you.

16 A Yes.

17 Q Now, that section calls for a study on a tariff, which

18 you purport that this report is, correct, the Staff study

19 is, correct?

20 A Well, the Staff study addressed an appropriate tariff

21 that would reflect the applicable cost of service.

22 Q Do you -- in your opinion, is that study in compliance

23 with 6a(14)?

24 A Yes.

25 Q In your opinion, does the inflow/outflow tariff comply
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 1 with the provisions of 6a(14)?

 2 MR. SINGH:  Your Honor, I'm going to

 3 object.  Mr. Ozar is not a lawyer, but to the extent that

 4 his -- to the extent that his employment as an engineer

 5 requires interpretation of the law, I mean he's

 6 testifying to that extent, but this is verging into

 7 asking him about legal conclusions as to what certain

 8 statutes mean, and I think that's beyond the parameters

 9 of the experience and the qualifications that he

10 testified to.

11 JUDGE WALLACE:  I agree.

12 MS. OSUALA:  Your Honor -- 

13 JUDGE WALLACE:  I mean it can be argued

14 in the briefing, which is typically what we do.  If

15 Mr. Ozar's -- if you believe that Mr. Ozar's proposed

16 distributed generation, or the Company's proposed does

17 not comply with the language in either this or in Act

18 342, because that's got some language in it as well that

19 needs to be kind of considered, that, again, I think is

20 for the briefs, and Mr. Ozar is more concerned with the

21 sort of engineering/economics of a cost of service-based

22 tariff.  So again, his interpretation of the language I

23 think is a little bit beyond the scope of what he's

24 proposed here or what his direct testimony addresses.

25 MS. OSUALA:  Your Honor, I respect that.
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 1 I do believe that Staff wouldn't recommend, either its

 2 engineers or any person on Staff would recommend anything

 3 that would be -- that wouldn't be in compliance with the

 4 law.  All I'm asking is, when he made his

 5 recommendations, what was he aware of, what was his

 6 understanding of his directive and whether it -- and how

 7 lawful the directive was, and just, and just testing that

 8 assumption behind his recommendation.

 9 JUDGE WALLACE:  I'm not real clear on

10 what you're getting at.  The Commission order contained a

11 directive, and I think it speaks for itself.  The statute

12 also speaks for itself.  And so if we could kind of maybe

13 stick to Mr. Ozar's direct testimony on that issue.

14 MS. OSUALA:  Give me one moment, your

15 Honor.

16 JUDGE WALLACE:  Sure.

17 Q (By Ms. Osuala):  Mr. Ozar, I'm going to take a step

18 back.  When I asked you before what documents do you or

19 your Staff usually reference when determining whether

20 your recommendations comply with Michigan law or policy;

21 do you remember that question?

22 A Yes.

23 Q And do you remember answering legislation, prior

24 Commission orders, and possibly Court of Appeals orders;

25 do you remember answering that?
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 1 A Yes.

 2 Q Have you ever -- in determining whether those

 3 recommendations comply with Michigan law and policy, do

 4 you also reference legislative -- legislative history of

 5 the specific -- of Michigan law?  And a clarification.

 6 You or your team?

 7 A You know, as a member of the Staff, we keep abreast of

 8 what's happening with the legislation, and many of us

 9 like myself have significant experience at the

10 Commission, so we're aware of how legislation has changed

11 the Commission's directives over time.  I can't -- I'm

12 not -- I don't have a particular that I'm thinking in

13 terms of my testimony right here where history beared on

14 the recommendation that we made.

15 Q Thank you.  I'm going to go back to the study.  When did

16 Staff start conducting this study, are you aware?

17 A I don't recall an exact date; it would have been

18 subsequent to the adoption of the legislation.  Most

19 likely it was after the Commission ordered us to conduct

20 the study, and I don't have the date in mind.

21 Q O.K.  The effective -- O.K.  So the effective date of the

22 actual Act in front of you, it says April 20, 2017; is

23 that correct?  Do you see it?

24 A Uh-huh.  Yes.

25 Q So would it be around that time that Staff began?

    Metro Court Reporters, Inc.   248.360.8865



3450

 1 A We began that study after the Commission directed us to

 2 conducted study.

 3 Q O.K.  Thank you.  And you created the idea of an

 4 inflow/outflow mechanism; is that correct?

 5 A I was the principal Staff member that suggested this

 6 approach as something that was reasonable and workable.

 7 Q Looking for -- 

 8 MS. OSUALA:  Give me one moment, your

 9 Honor.

10 JUDGE WALLACE:  Sure.

11 Q (By Ms. Osuala):  Mr. Ozar, can you go to Appendix C of

12 the study, I think it contains your paper, A Reasoned

13 Analysis For a New Distributed Generation Paradigm.

14 Sorry.  It's.  It's like right after Appendix B.

15 A Yes.

16 Q And you are -- in this paper, did you introduce the

17 inflow/outflow mechanism in this paper?

18 A Yes.  This paper dated August 24, 2016, is a document

19 that was submitted by the Commission Staff to NARUC,

20 National Association of Regulatory Utility Commissioners,

21 the subcommittee that was addressing the issue of net

22 metering.

23 Q Who did you collaborate with on this paper?

24 A I wrote this paper, but it was reviewed by other Staff

25 members before it was submitted to NARUC.
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 1 Q Did you develop the actual inflow/outflow billing

 2 mechanism, like all the math and all the charts and

 3 everything?

 4 A I developed the terminology.  I think the mechanism

 5 itself is so simple, it's hard to -- it's not like a

 6 piece of artwork.  I just was recognizing something

 7 that's an extremely simple and effective way to develop

 8 cost of service-based rates for distributed generation,

 9 and I called it an inflow/outflow mechanism.

10 Q How would you determine if this mechanism that's not

11 necessarily artwork would capture the costs of service of

12 a specific utility?

13 A Well, the core principle of the mechanism is the division

14 of power outflows which were previously under net

15 metering, unavailable for use in, as billing determinants

16 or in cost-of-service studies, so the mechanism is called

17 an -- the inflow/outflow mechanism, and it's referring to

18 power inflows and power outflows as independently

19 measured and metered.

20 Q And in writing this paper on behalf of Staff, was it --

21 was the intention to -- strike that.

22 Was the intention of this analysis to

23 find a way to alter net metering as it stands in the

24 State of Michigan at that time?

25 A No, not directly.  The study was intended to engage
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 1 regulators and stakeholders in the industry to consider

 2 this approach, but it was not intended to -- I mean this

 3 was written before PA 341 was passed.  It was an

 4 engineering analysis, engineering and regulatory

 5 analysis.

 6 Q When you wrote the paper, were you aware that the

 7 legislature was debating Acts 341 and 342?

 8 A Yes.

 9 Q Do you mind if you turn to page -- turning to page 5 of

10 your -- of that paper, on that, on the second -- in the

11 second paragraph in bold starting with "The resulting".

12 If I may, I'm going to read it.  "The resulting thesis of

13 this paper, and the opinion of the author, is that the

14 only regulatory mechanism that has all the necessary

15 attributes to qualify as a new paradigm or for electric

16 utility DG programs is the Inflow-and-Outflow mechanism."

17 I just want to ask a clarifying question.  Were you

18 promoting a new paradigm for electric utility DG programs

19 or a new way of net metering, or were you saying that if,

20 if states would like to change it, that this might be the

21 best way?

22 A The paper was written as a scholarly approach to look at

23 the issue of net metering, so it was not intended to

24 promote or influence any legislative hearings or

25 Commission proceedings.  I think this paper speaks for
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 1 itself, that it was something that was published to raise

 2 awareness of a simple approach that hadn't gained --

 3 hadn't gained any sort of awareness in the industry.

 4 Q Well, I mean I'm just confused because you say "qualify

 5 as a new paradigm", and maybe in my brain it's just a

 6 different definition.  What did you mean by a new

 7 paradigm; do you mean a new way of doing net metering, a

 8 new way of looking at it?

 9 A No, not at all.  It's not a new way of doing net

10 metering, it's considered in a completely different

11 approach than net metering that's based upon the

12 evolution of technology in the electric industry, namely

13 the metering technology.

14 Q So you were saying that we're in a new world now with all

15 this new technology, and the mechanism that would fit

16 that, this new world that we're in, would be the

17 inflow/outflow mechanism?

18 MR. SINGH:  Objection, your Honor.  These

19 are compound questions, there's been a series of compound

20 and rather confusing questions.

21 JUDGE WALLACE:  Can you break that down,

22 please.

23 MS. OSUALA:  Yes, your Honor.

24 Q (By Ms. Osuala):  So by a new paradigm, you were saying

25 that we're in a new world, correct?

    Metro Court Reporters, Inc.   248.360.8865



3454

 1 A I'm saying we're -- that this is an approach that is --

 2 that is fundamentally tied to changes in the industry in

 3 metering technology and for the first time is something

 4 that has practical relevance in setting distributed

 5 generation tariffs, that's what I'm saying when I talk

 6 about a new paradigm.

 7 Q How long did it take for you to develop this?

 8 A I'm not sure.

 9 Q Have you ever given -- actually, strike that.

10 And how long did it take for you to write

11 the paper?

12 A I don't recall.

13 Q I'd like you to turn to page 27 of your testimony.  I'm

14 just going to start -- I just want to ask you about

15 transmission costs, if that's O.K.  On page 27, lines 18

16 and 19, you say that transmission costs are an embedded

17 cost that must be fully recovered from ratepayers.  Do

18 you see that there?

19 A Yes.

20 Q And then on the next page on page 28, lines 2 to 4, you

21 say, on the other hand, it's a determination of any

22 transmission valuation for power outflows would ideally

23 be placed -- would ideally take place in a long-term

24 avoided cost study.  Do you see that line there?

25 A Yes, I do.  
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 1 Q Is there a way to determine -- are you saying that

 2 there -- I'm sorry.  Strike that.

 3 Are you saying that there is some

 4 transmission costs that are avoided by the use of DG?

 5 A No, that's not what I'm saying.  

 6 Q O.K.  Is there a way to recover some of -- for maybe in

 7 the future the power outflows to compensate DG customers

 8 with some transmission?

 9 A What I'm saying is that this is an issue that's -- that

10 would be best left to the future.  In context of my

11 testimony, I'm saying that they're -- at this point in

12 time, the Commission has no experience with customers

13 actually enrolling in an inflow/outflow tariff, and the

14 Staff is recommending that DTE commence a study after the

15 tariff is implemented in order to gain the data necessary

16 to do analysis, including analysis of any transmission

17 valuation that would be included in power outflow

18 compensation.

19 Q I'm sorry.  I'm trying to understand.  So none of the --

20 they're not able to do any of that today with the data

21 available?

22 A Not in my opinion.

23 Q O.K.

24 MS. OSUALA:  Sorry.  One moment, your

25 Honor.  
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 1 (Brief pause.)

 2 MS. OSUALA:  No further questions.

 3 JUDGE WALLACE:  Thank you.

 4 Mr. Christinidis, do you have anything?

 5 MR. CHRISTINIDIS:  I prefer to go last,

 6 your Honor, if anybody has anything.

 7 JUDGE WALLACE:  Is there anybody else

 8 that has any cross for Mr. Ozar?  (No response.)

 9 MR. CHRISTINIDIS:  I don't have anything,

10 your Honor.

11 JUDGE WALLACE:  Thank you very much,

12 Mr. Ozar.  I'm sorry.  Redirect?

13 MR. SINGH:  May I please have five

14 minutes, approximately five minutes?

15 JUDGE WALLACE:  Sure.  Absolutely.

16 MR. SINGH:  Thank you.

17 (At 9:47 a.m., there was a five-minute recess.)

18 JUDGE WALLACE:  Back on the record.  Deal

19 with the exhibits and then --

20 MS. OSUALA:  Your Honor, I'd like to move

21 Exhibits 162, MEC-162 and MEC-163 be moved into evidence.

22 JUDGE WALLACE:  Is there any objection to

23 the admission of MEC Exhibits 162 and 163?

24 MR. CHRISTINIDIS:  Your Honor, the

25 Company would object to the entry of Exhibit 163.  The
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 1 Michigan Compiled Laws are the best reference for the law

 2 in the State of Michigan, and as I think your Honor has

 3 indicated, admitting the law into the record is

 4 unnecessary and probably not appropriate.  It can be

 5 cited in the brief to the extent it's relevant.

 6 JUDGE WALLACE:  I think I agree.  This is

 7 kind of unnecessary.  The citations to the statute and

 8 what the statute means in your brief are fine.

 9 So hearing no objection to the admission

10 of MEC Exhibit 162, that exhibit is admitted.

11 Mr. Singh.  Do you have any redirect?

12 MR. SINGH:  We do not, your Honor.

13 JUDGE WALLACE:  All right.  Mr. Ozar, you

14 are excused.  Thank you very much.

15 (The witness was excused.)

16 -  -  - 

17 JUDGE WALLACE:  So off the record.

18 (Brief pause.)

19 JUDGE WALLACE:  So Mr. Lundgren, please.

20 MR. LUNDGREN:  Thank you, your Honor.

21 I'd like at this time to call Jamie Scripps as a witness

22 for Energy Innovation Business Council to the stand.

23 -  -  - 

24 (Documents marked for identification by the Court

25 Reporter as Exhibit Nos. EIB-1 through EIB-4.)
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 1 J A M I E     S C R I P P S 

 2 was called as a witness on behalf of The Michigan Energy 

 3 Innovation Business Council and Institute for Energy 

 4 Innovation and, having been duly sworn to testify the 

 5 truth, was examined and testified as follows: 

 6 DIRECT EXAMINATION 

 7 BY MR. LUNDGREN:  

 8 Q Good morning, Ms. Scripps.

 9 A Good morning.

10 Q Are you the same Jamie Scripps who caused to be filed

11 Direct Testimony of Jamie Scripps on behalf of Michigan

12 Energy Innovation Business Council and Institute for

13 Energy Innovation?

14 A I am, yes.

15 Q Do you today adopt the prefiled testimony that was filed

16 on your behalf?

17 A I do.

18 Q Do you have any changes to make to that testimony?

19 A No.

20 Q Did you file any exhibits?

21 A I did, yes.

22 Q Would those be the exhibits that were marked EIB-1,

23 EIB-2, EIB-3, and EIB-4?

24 A Yes.

25 Q Do you adopt those exhibits as your exhibits today?
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 1 A Yes.

 2 MR. LUNDGREN:  At this time, your Honor,

 3 I would tender this -- well, I would move for the

 4 admission of the Direct Testimony and Exhibits of Jamie

 5 Scripps on Behalf of Michigan EIBC and Institute for

 6 Energy Innovation, and submit this witness for

 7 cross-exam.  

 8 JUDGE WALLACE:  Is there any objection to

 9 the admission of the direct testimony of Ms. Scripps?

10 (No response.)

11 Hearing none, the testimony is bound into

12 the record.

13 (Testimony bound in.)

14 -  -  - 

15

16

17

18

19

20

21

22

23

24

25
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JAMIE SCRIPPS 
DIRECT TESTIMONY 

1 

Q.  Please state your name, business name and address. 1 

A. My name is Jamie Scripps and I am a partner with 5 Lakes Energy LLC, located at 115 2 

West Allegan, Suite 710, Lansing, Michigan 48933. 3 

 4 

Q. On whose behalf are you appearing in this case? 5 

A. I am appearing here as an expert witness on behalf of the Michigan Energy Innovation 6 

Business Council ("Michigan EIBC") and the Institute for Energy Innovation ("IEI").  7 

 8 

Q. Are you sponsoring any exhibits?  9 

A. Yes, I am sponsoring the following exhibits: 10 

1. Exhibit EIB-1 (JWS-1): Resumé of Jamie Scripps.11 

2. Exhibit EIB-2 (JWS-2): CHP Roadmap for Michigan, prepared for the Michigan12 

Energy Office on behalf of the Michigan Agency for Energy and the U.S. Department13 

of Energy (February 2018).14 

3. Exhibit EIB-3 (JWS-3): Regulatory Assistance Project, Getting Standby Rates Right15 

for the Modern Grid, presented to the NARUC Summer Policy Summit on July 15,16 

2018.  17 

4. Exhibit EIB-4 (JWS-4): 5 Lakes Energy Narrative “Apples-to-Apples” Scenario18 

Analysis of DTE Proposed Standard Contract Rider No. 3.19 

 20 

Q.  Summarize your educational background. 21 

A. I have a law degree from the University of Michigan Law School, conferred in May 22 

2005. I also have a Master’s in Leadership Studies from North Central College in 23 
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2 
 

Naperville, Illinois, conferred in June 2002, and a Bachelor’s in Education from the 1 

University of Michigan, conferred in May 1999.  2 

 3 

Q.  Summarize your experience in the field of electric utility regulation. 4 

A.  I have worked at 5 Lakes Energy since July 2012 as a consultant in energy policy and 5 

utility regulation.  I have been a partner at 5 Lakes Energy since November 2014.  From 6 

2009-2010, I worked at the Michigan Department of Energy, Labor and Economic 7 

Growth ("DELEG") as the Assistant Deputy Director for energy programs, where I 8 

provided research and support for the application of scientific, engineering, and economic 9 

principles to the formation and adoption of energy policies for the State of Michigan.  10 

From 2008-2009, I worked as an associate attorney at Sondee, Racine & Doren LLP in 11 

Traverse City, where I assisted in providing legal representation to the local municipal 12 

utility.  From 2007-2008, I served as Deputy Policy Director for the Michigan 13 

Environmental Council, where I provided research and advocacy on issues related to 14 

energy policy and utility regulation.  From 2005-2007, I worked as an associate attorney 15 

at Venable LLP in Washington, D.C., where I assisted in the legal representation of a 16 

large investor-owned utility serving the Mid-Atlantic region. My work experience is set 17 

forth in detail in my resumé attached to this Direct Testimony as Exhibit EIB-1 (JWS-1). 18 

 19 

Q.  Summarize your professional development coursework in the field of electric utility 20 

regulation. 21 

A.  I have completed the following EUCI courses: Integrated Resource Plan Design 22 

Fundamentals; Introduction to Cost-of-Service Concepts and Techniques for Electric 23 
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3 
 

Utilities; Evolution of Electricity Markets: Disruptive Innovation & Economic Impacts; 1 

and Introduction to Rate Design for Electric Utilities.  2 

 3 

Q.  Summarize your past speaking engagements in the field of electric utility regulation. 4 

A.  In January 2015, I was invited to present on the topic of cogeneration at the Institute of 5 

Public Utilities’ 2015 Michigan Forum on Economic Regulatory Policy in East Lansing, 6 

Michigan. In October 2016 and February 2017, I was invited to present on standby rates 7 

to the Michigan Public Service Commission ("MPSC" or "Commission") Staff Standby 8 

Rate Working Group.  In December of 2016, I was invited to present on standby rates to 9 

the Minnesota Department of Commerce Workshop on Standby Rates and Cogeneration. 10 

Additionally, I served as the project manager for the Michigan Energy Office CHP 11 

("combined heat and power") Roadmap Grant Project from February 2016 to February 12 

2018; served on the leadership team for the 2015, 2016 and 2017 Michigan CHP 13 

Conferences; and co-presented on the CHP Roadmap Grant Project at the 2017 Michigan 14 

CHP Conference in June 2017. I presented at a standby rates workshop hosted by the 15 

Energy Resources Center and the Midwest Cogeneration Association in Chicago, Illinois 16 

on May 17, 2018, and at a standby rates webinar hosted by the EPA CHP Partnership on 17 

May 31, 2018. On July 15, 2018, I presented on standby rates at the NARUC Summer 18 

Policy Summit in Scottsdale, Arizona. 19 

 20 

Q. Have you previously testified as an expert witness before the Michigan Public 21 

Service Commission? 22 
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A. Yes. I previously testified as an expert witness in Case No. U-20134 (Consumers Energy 1 

Company's 2018 electric general rate case); Case No. U-18255 (DTE Electric Company's 2 

("DTE" or the "Company") 2017 electric general rate case); and Case No. U-18322 3 

(Consumers Energy Company's 2017 electric general rate case). 4 

 5 

Q. Have you previously testified as an expert witness before a public utility commission 6 

in another state? 7 

A. Yes. I previously testified as an expert witness before the Missouri Public Service 8 

Commission in ER-2018-045 and ER-2018-046 (Kansas City Power & Light general rate 9 

case); and before the Pennsylvania Public Utility Commission in R-2018-3000124 10 

(Duquesne Light Company distribution rate case). 11 

 12 

Q. Have you provided analysis in support of testimony or comments in any other utility 13 

regulatory proceeding? 14 

A.  Yes.  In 2016, I completed an “apples to apples” standby rate analysis that was utilized by 15 

Fresh Energy and Midwest Cogeneration Association in Minnesota PUC Docket. No. E-16 

999/CI-15-115. The analysis took a hypothetical 2 MW CHP system through various 17 

outage scenarios under a utility’s standby tariff. The customer’s estimated standby bills 18 

were totaled and then compared across utilities to see how the same size CHP system 19 

would fare cost-wise in different utility service territories. In December 2016, I was 20 

invited by the Minnesota Department of Commerce to present the results of my 21 

Minnesota-focused “apples to apples” analysis at their Workshop on Standby Rates and 22 

Cogeneration. Based on the same methodology, I completed a Michigan-focused “apples 23 
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to apples” standby rate analysis that was utilized by Midwest Cogeneration Association 1 

in comments to the Michigan Public Service Commission Staff Standby Rate Working 2 

Group in 2016 and 2017. In August 2017, I prepared a similar “apples to apples” standby 3 

rate analysis for the staff of the Public Utility Commission of Ohio ("PUCO"); this 4 

analysis was the focus of a presentation I gave during Phase 3 of PUCO’s PowerForward 5 

grid modernization initiative in March 2018. 6 

 7 

Q. What is the purpose of your Direct Testimony? 8 

A. The purpose of my Direct Testimony is two-fold: 1) discuss the importance of CHP 9 

systems in Michigan and the important interplay that standby rates have on the 10 

development of economic CHP in the State; and 2) discuss the customer impacts of 11 

DTE's proposed changes to determining power supply cost allocation and other 12 

associated rate design changes to Standby Service Rider 3 ("Rider 3").  13 

 14 

Q. Is the development of CHP systems important to the State of Michigan? 15 

A. Yes, as further discussed in my testimony, according to the CHP Roadmap for Michigan, 16 

which was prepared for the Michigan Energy Office on behalf of the Michigan Agency 17 

for Energy and the US Department of Energy and released in 2018 ("CHP Roadmap" 18 

attached as Exhibit EIB-2 (JWS-2), "Michigan intends to be a leader in advancing CHP 19 

deployment. . . CHP is the most fuel-efficient way to produce and utilize both electric and 20 

thermal energy from a single fuel source.  CHP adoption across Michigan offers a low-21 

cost approach to new electricity generation and uses highly skilled Michigan labor and 22 

technology to develop, implement, and operate projects. Governor Snyder has made 23 
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smart energy policy a top priority for Michigan, emphasizing the need to reduce energy 1 

waste and increase reliability. A confluence of executive and legislative interest in energy 2 

policy, coupled with recognition of the potential of CHP to participate in meeting 3 

Michigan’s energy needs, means the time is right to accelerate CHP deployment in 4 

Michigan."1   5 

 6 

Q.  Why are standby rates relevant to the use of CHP systems? 7 

A.  High standby rates can be a barrier to the deployment of otherwise economic CHP. As 8 

the CHP Roadmap for Michigan report found, “[R]egulatory barriers can dramatically 9 

affect a CHP project’s bottom line and projected payback period. … . Standby rates, or 10 

charges a utility customer pays for the utility to provide backup service in case of a 11 

scheduled or unscheduled CHP system outage, can be so high as to completely 12 

undermine the economic viability of a proposed CHP system.”2 Among Michigan EIBC 13 

members who are active in CHP, standby rates are a significant priority for improvement. 14 

 15 

Q.  Please describe the current interest level in CHP development based on your recent 16 

experience engaging with standby workshops and proceedings across a number of 17 

states. 18 

A.  Interest in CHP continues to grow across a number of states.  In April of this year, the 19 

Pennsylvania Public Utility Commission ("PA PUC") adopted a policy statement aimed 20 

                                                            
1 See Exhibit EIB-2 (JWS-2): CHP Roadmap for Michigan prepared for the Michigan Energy Office on behalf 

of the Michigan Agency for Energy and the US Department of Energy (February 2018),  ("CHP Roadmap"),  p. 7. 
https://www.michigan.gov/documents/energy/CHP_Roadmap_for_Michigan_Full_Report_final_628532_7.pdf  

2  CHP Roadmap,  p. 12. 
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at helping to “advance the development of combined heat and power (CHP) 1 

technology.”3 The PA PUC formally recognized the benefits of CHP and encouraged 2 

utilities to support the development of CHP by evaluating and implementing new 3 

strategies and programs, and now requires biennial reporting to inform the Commission 4 

and stakeholders and help frame future policy discussions.   5 

The PA PUC is not alone in recognizing the benefits of CHP and pursuing ways to 6 

promote its development. The Minnesota Department of Commerce Workshop and the 7 

Minnesota Public Utility Commission standby proceeding are evidence of strong interest 8 

by Minnesota policymakers and regulators in pursuing a thoughtful approach to standby 9 

rates in light of the potential benefits of increased deployment of cogeneration.  10 

Here in Michigan, the Commission Staff ("Staff") Standby Rate Working Group seized 11 

an “opportune time to determine whether the current standby service tariffs reflect the 12 

cost of serving self-generation customers with CHP or solar and address concerns of the 13 

self-generation community.”4 As further evidence of the interest in, and complexity of, 14 

getting standby rates right for customers with cogeneration, once the initial time period 15 

allocated to the workgroup had passed, the Staff allotted extra time to explore CHP-16 

specific issues related to standby rates. After the August 2016 report was issued, Staff 17 

3 PUC Adopts Policy Statement and Creates Working Group to Advance Development of Combined Heat and 
Power Technology in Pennsylvania, dated April 5, 2018.  
http://www.puc.pa.gov/about_puc/press_releases.aspx?ShowPR=4009 

4 MPSC Staff Standby Rate Working Group Report (August 19, 2016), p.2, available here: https://mi-
psc.force.com/sfc/servlet.shepherd/version/download/068t0000001UMMNAA4 
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held five additional workgroup meetings focused on standby rates for cogeneration, and a 1 

supplemental report was issued in June 2017, featuring recommendations ranging from 2 

ways in which the utilities can improve the transparency of their standby tariffs to ways 3 

to better incent efficient use of system resources.  4 

The Indiana Utility Regulatory Commission (“IURC”) also recently completed a Backup, 5 

Maintenance, and Supplemental Power Rate Review. There, Indiana Code 8-1-2.4-4(h), 6 

effective July 1, 2017, required the IURC to: review the backup, maintenance, and 7 

supplemental power rates; identify the extent to which the rates are cost based, 8 

nondiscriminatory, and do not result in the subsidization of costs within or among 9 

customer classes; and report the Commission’s findings to the Interim Study Committee 10 

on Energy, Utilities, and Telecommunications before November 1, 2018. Importantly, the 11 

IURC was interested in exploring the full value of CHP to the grid, stating: “…[W]e 12 

appreciate that a well-placed cogeneration facility with well-timed maintenance outages 13 

can enhance value to both the providing customer-generator and the utility system 14 

customers as a whole, and direct IPL to explore with existing and potential industrial 15 

customer-generators how to capture such value.”5 The final IURC Staff Report on 16 

Findings Related to Electric Utilities’ Backup, Maintenance, and Supplemental Power 17 

Rates was recently issued,6 incorporating comments filed by stakeholders, including the 18 

                                                            
5 Indiana Utility Regulatory Commission, Cause No. 44576 (March 16, 2016), p. 77. 

6 Indiana Utility Regulatory Commission Staff Report: Findings Related to Electric Utilities’ Backup, 
Maintenance, and Supplemental Power Rates (2018), available here: 
https://www.in.gov/iurc/files/SEA309%20BMSP%20Final%20Report.pdf 
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Indiana Industrial Energy Consumers, Inc. ("INDIEC"), the Alliance for Industrial 1 

Efficiency, and the Midwest Cogeneration Association ("MCA"). 2 

In Ohio, the PUCO featured a panel on standby rate design during Phase 3 of its 3 

“PowerForward” Initiative this past March. There, AEP and Dayton Power & Light both 4 

have CHP incentive programs, so there is particular interest in understanding the range of 5 

incentives and barriers facing customers interested in installing CHP systems. On August 6 

29, 2018, the PUCO released its final PowerForward Report that found, in part, that a 7 

"smart technology," such as CHP, cannot "reach their full potential without the 8 

appropriate regulatory framework."7 9 

Finally, stakeholders who participated in NextGrid: the Illinois Utility of the Future 10 

Study, recently examined standby rates as part of Working Group 7 (Ratemaking). The 11 

working group’s final report8 was issued on October 8, 2018 and states: “The rates 12 

charged for these [standby] services can affect the economics of a DER project. One 13 

outcome of appropriate standby rates is that they do not discourage economical combined 14 

heat and power (CHP) while avoiding a subsidy from full-requirements customers:  Less-15 

than-full cost recovery by the utility shifts costs to other customers; more-than-full cost 16 

recovery results in excessive payment by DER customers making DER less economically 17 

attractive.  In sum, a good standby rate would result in no subsidy, be fair to DER 18 

7 PowerForward, A Roadmap to Ohio's Electricity Future, the Public Utilities Commission of Ohio, dated 
August 29, 2018, https://www.puco.ohio.gov/industry-information/industry-topics/powerforward/powerforward-a-
roadmap-to-ohios-electricity-future/ ("PowerForward Report"), p. 10. 

8 NextGrid Illinois, Working Group 7: Ratemaking Report, October 8, 2018, available at 
https://nextgrid.illinois.gov/workinggroup7/final_report.pdf 
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customers and full-requirements utility customers, and not discourage good DER projects 1 

or encourage bad DER projects.”9 2 

These proceedings and initiatives not only demonstrate a growing interest in CHP 3 

development, but, as more directly related to this specific rate case, they show that as 4 

states explore ways to remove barriers and/or encourage its deployment, there is a 5 

recognition that any serious effort to promote CHP must be done in the context of a fair, 6 

cost-based approach to standby rate design. 7 

8 

Q.  Why are states interested in encouraging increased use of CHP? 9 

A .  CHP is an efficient, resilient technology application that offers many benefits to both the 10 

system owner and the grid as a whole. There are also economic development benefits to 11 

supporting CHP as a state.  According to the CHP Roadmap for Michigan, “CHP 12 

provides a path to make Michigan businesses more competitive by lowering and 13 

stabilizing energy costs, reducing strain on the electric grid, improving on-site reliability 14 

and resiliency, and lowering harmful greenhouse gas emissions.”10 States interested in 15 

CHP recognize these benefits, and realize that customers looking to site a new CHP 16 

system will be taking into account the impact of standby rates on project economics. 17 

Utility standby rates can vary significantly from utility to utility and across state lines, so 18 

9 Ibid. at p. 3, fn. 3 

10 See Exhibit EIB-2 (JWS-2): CHP Roadmap for Michigan, prepared for the Michigan Energy Office on behalf 
of the Michigan Agency for Energy and the US Department of Energy (February 2018), p. 15, also available at 
https://www.michigan.gov/documents/energy/CHP_Roadmap_for_Michigan_Full_Report_final_628532_7.pdf.  
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states have an interest in understanding how their utilities stack up when it comes to 1 

offering customers fair, cost-based rates for standby service.  2 

 3 

Q. How can utilities benefit from increased use of CHP? 4 

A. CHP represents an opportunity for electric utilities to help their customers decrease 5 

energy waste. There are also opportunities for electric utilities to engage customers with 6 

CHP as part of their advanced transmission and distribution system planning processes; 7 

through more robust customer engagement, electric utilities can harness the numerous 8 

ways in which CHP can benefit the grid, including helping to avoid the need for new 9 

transmission and distribution infrastructure and easing grid congestion when demand for 10 

electricity is high by avoiding transmission and distribution losses associated with 11 

conventional electricity supply.11 12 

Many gas utilities are strong proponents of CHP. In Pennsylvania, Peoples Gas recently 13 

proposed to invest up to $17.5 million as part of its efficiency and conservation plan to 14 

attract 20 new CHP projects.12 When the local electric distribution utility proposed to 15 

significantly increase standby rates, Peoples Gas intervened to oppose the increase due to 16 

concerns over undue barriers to the deployment of CHP.13 Here in Michigan, DTE Gas 17 

11 See U.S. E.P.A., Combined Heat and Power (CHP) Partnership, CHP Benefits, https://www.epa.gov/chp/chp-
benefits 

12 “Behind the meter: Duquesne Light and Peoples duke it out over utility rates, regulators and more,” 
Pittsburgh Post-Gazette, June 5, 2018, available at http://www.post-
gazette.com/business/powersource/2018/06/05/duquesne-light-peoples-natural-gas-pittsburgh-utilities-
rates/stories/201805310021  

13 See ibid. 
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provides valuable public education and engagement touting the potential benefits of CHP, 1 

including events partnering with members of the Michigan EIBC.14   2 

 3 

Q.  Has the Michigan legislature taken any recent actions re-affirming the use of self-4 

generation and/or CHP? 5 

A.  Yes. Public Act ("PA") 341 of 2016 ("PA 341") sets criteria to be considered in a utility 6 

Integrated Resource Plan ("IRP") filing with the Commission. CHP must be considered 7 

in a utility’s IRP, meaning a utility IRP must include the projected energy and capacity 8 

purchased or produced by the utility from a cogeneration resource (MCL 460.6t(5)(g)). In 9 

PA 342 of 2016 ("PA 342"), the Michigan Legislature re-affirmed its approval of self-10 

generation (originally enacted in 2000 PA 141) by including the following language: 11 

“Notwithstanding any other provision of this act, this act does not limit or restrict an 12 

industrial customer’s ability to build, own, or operate, or have a third party build, own, or 13 

operate 1 or more self-generation or cogeneration facilities, and none of the provisions of 14 

part 5 shall be construed or interpreted to apply to such facilities.” (MCL 460.1185) 15 

Similar language was reaffirmed in PA 341 (MCL 460.10a(4)) 16 

 17 

Q.  Are there recommended practices to be observed when designing standby rates? 18 

A.  Yes. According to the Regulatory Assistance Project presentation Getting Standby Rates 19 

Right for the Modern Grid, presented to the NARUC Summer Policy Summit on July 15, 20 

2018, and attached as Exhibit EIB-3 (JWS-3), generation, transmission, and distribution 21 

                                                            
14 See Combined Heat and Power (CHP) Workshop - DTE Energy and Michigan CAT Power Systems (Grand 

Rapids), Wednesday, October 17, 2018, https://www.eventbrite.com/e/combined-heat-and-power-chp-workshop-
dte-energy-and-michigan-cat-power-systems-grand-rapids-tickets-49084704673#  
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charges can be unbundled; generation reservation demand charges should be based on a 1 

utility’s cost and forced outage rate15 of customers’ generators on utility’s system; and 2 

higher-voltage delivery charges should recognize load diversity.16 Rates should provide 3 

for appropriate incentives by referencing pro-rated daily demand charges limited to on-4 

peak use and an option to schedule maintenance with discounted daily maintenance 5 

demand charges.17 6 

 7 

Q.  What guidance has the MPSC Staff previously provided in standby rates? 8 

A. In the MPSC Staff Standby Rate Working Group Supplemental Report, issued in June 9 

2017, the Staff recommended “that the Commission develop a cost-of-service-based, 10 

standardized framework for standby service tariffs where possible.”18 Staff also 11 

recommended: “To assist with standby service tariff transparency, a clear and concise 12 

description of the tariff structure and each term used should be included with the tariff.”19 13 

The full supplemental report contains several helpful recommendations; the above 14 

recommendations are, in my opinion, the ones most relevant to this proceeding.  15 

16 

15 Forced outage rate is a measure of a CHP system’s reliability that expresses the probability that a generating 
unit will not be available. See U.S. EPA CHP Partnership, Valuing the Reliability of Combined Heat and Power 
(January 2007), available here: https://www.epa.gov/.../valuing_the_reliability_of_combined_heat_and_power.pdf 

16 See Exhibit EIB-3 (JWS-3), Regulatory Assistance Project, Getting Standby Rates Right for the Modern 
Grid, presented to the NARUC Summer Policy Summit on July 15, 2018, slide 19. 

17 Ibid. at slide 23. 

18 MPSC Staff Standby Rate Working Group Supplemental Report (June 2017), p.23, available here: 
https://www.michigan.gov/documents/mpsc/SRWG_Supplemental_2017_Report_576352_7.pdf 

19 Ibid. 
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Q.  What has the Michigan Public Service Commission previously decided with regard 1 

to standby rates? 2 

A. In its order in DTE’s last general rate case, Case No. U-18255, dated April 18, 2018, the 3 

Commission stated: “The Commission finds that it is reasonable to approve an R3 4 

standby tariff that sets a monthly power supply reservation charge based on the forced 5 

outage rates of the best performing generators, an on-peak daily power supply demand 6 

charge based on a proration of the full service D11 monthly power supply demand 7 

charge, and a maintenance on-peak demand charge of 50% of the on-peak daily power 8 

supply demand charge.”20 The Commission went on to find “that the R3 on-peak daily 9 

demand charge should be set at 1/10th of the D11 demand charge.”21 The Commission’s 10 

direction from Case No. U-18255 continues to be a reasonable approach and should not 11 

be abandoned in this proceeding.  12 

 13 

Q.  What does DTE propose in this proceeding related to standby rates? 14 

A. DTE’s standby rates are contained in Rider 3 (“R3”). According to the Direct Testimony 15 

of company witness Timothy Bloch, DTE proposes “to change the method of allocating 16 

the power supply capacity costs to R3 to account for R3 abnormal demand variability and 17 

eliminate the associated subsidy to R3 by the D11 customers” and “to change the basis 18 

for setting the generation reservation fee approved in Case U-18255.”22    19 

20 

20 Order, U-18255, April 18, 2018, p. 77 

21 Ibid. 

22 Direct testimony of company witness Timothy A. Bloch, U-20162, filed July 6, 2018, p. 19 
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Q.   What changes does DTE propose with regard to the method of allocating power 1 

supply capacity costs to Rider 3 customers? 2 

A. According to the direct testimony of company witness Bloch, DTE proposes “calculating 3 

an equivalent 4CP demand for the R3 class” based on actual 4NCP demand and 4 

“reducing it by a variance adjustment in line with normal system load classes, which all 5 

operate with variances below 10%.”23  6 

 7 

Q.  Do you have any concerns about the Company’s proposed changes with regard to 8 

the method of allocating power supply capacity costs to Rider 3 customers? 9 

A. Yes, the proposed move from 4CP to NCP for Rider 3 customers is concerning because it 10 

moves away from cost causation principles and arbitrarily allocates power supply costs. 11 

Unlike NCP or non-coincident peak load, which looks to a customer class’ maximum 12 

load irrespective of when it occurs, 4CP is an appropriate basis for cost allocation 13 

because it reflects customers’ actual contribution to system peaks, which drive Company 14 

investments in common, shared facilities. The Company relies on 4CP to allocate 15 

production costs for all other customers and claims that load variability of Rider 3 16 

customers requires a different approach. Rider 3 customers are not hitting the 4CP system 17 

peaks very often, which makes sense in light of the overall reliability of CHP systems.24 18 

Instead of rewarding Rider 3 customers for avoiding outages during system peaks, the 19 

23 Ibid, p. 23 

24 CHP systems are historically quite reliable, with average forced outage rates on the order of less than 5%. See 
Energy and Environmental Analysis, Inc., Final Report: Distributed Generation Operational Reliability and 
Availability Database (January 2004), prepared for Oakridge National Laboratory, available at 
https://www.energy.gov/sites/prod/files/2013/11/f4/dg_operational_final_report.pdf. 
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proposed method of allocating power supply capacity costs arbitrarily and artificially 1 

inflates the revenue requirement to be collected through either the daily on-peak backup 2 

demand charge or the generation reservation fee. 3 

 4 

Q.  What changes does DTE propose with regard to setting the generation reservation 5 

fee? 6 

A.  DTE proposes that “the Commission remove the requirement to set the generation 7 

reservation fee based on availability and allow changes in R3 capacity revenue 8 

requirement to be collected through the generation reservation fee.”25  9 

 10 

Q.  Do you have any concerns with the changes DTE proposes with regard to setting the 11 

generation reservation fee? 12 

A. Yes, it is concerning that the Company proposes to remove the requirement to take into 13 

account a CHP system’s availability when calculating the generation reservation fee. It is 14 

considered a best practice in standby rate design for generation reservation fees to be 15 

based, in part, on the forced outage rate of a customer’s generator.26 The Company’s 16 

proposal to disregard availability in setting the generation reservation fee is also contrary 17 

to the direction given by the Commission in its order in Case No. U-18255 which states: 18 

“The Commission finds that it is reasonable to approve an R3 standby tariff that sets a 19 

                                                            
25 Direct testimony of company witness Timothy A. Bloch, U-20162, filed July 6, 2018, p. 26 

26 Brubaker & Associates, Inc. and the Regulatory Assistance Project, Standby Rates for Combined Heat and 
Power Systems: Economic Analysis and Recommendations for Five States (February 2014), prepared for Oak Ridge 
National Laboratory, p. 5, available at https://info.ornl.gov/sites/publications/Files/Pub47558.pdf 
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monthly power supply reservation charge based on the forced outage rates of the best 1 

performing generators.”27 2 

 3 

Q. Why is a CHP system’s forced outage rate an appropriate factor in calculating a 4 

generation reservation fee? 5 

A. By focusing on the probability of a forced outage, the risk to a utility of having to serve a 6 

standby customer unexpectedly can be expressed through the reservation fee that a 7 

standby customer pays to the utility in months when the CHP system does not experience 8 

a forced outage. In a month in which a customer makes use of standby service during an 9 

outage, the other rate design features of Rider 3, such as on-peak daily backup demand 10 

charges, kick in to collect cost-based revenues from customers with a standby 11 

requirement higher than their availability might otherwise suggest. When scheduled 12 

maintenance outages are taken into account, it is not surprising that owners of CHP 13 

systems with very low forced outage rates might have regular standby service needs to 14 

accommodate proactive maintenance. Rider 3 has several mechanisms to charge 15 

customers for actual use of standby service during an outage, but the generation 16 

reservation fee should be geared toward the likelihood of unexpected use, which is 17 

captured by a CHP system’s forced outage rate. 18 

 19 

Q.  How will the proposed changes to the method of setting the generation reservation 20 

fee impact reservation fee charges experienced by Rider 3 customers? 21 

                                                            
27 U-18255, Order, p. 77. 
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A. Under the proposed changes to Rider 3 rates, customers would be charged $3.29 per kW 1 

of standby capacity reserved. This is up from the current generation reservation fee of 2 

$0.40 per kW and represents an increase of over 720%. Such a dramatic change in the fee 3 

charged to reserve standby service, even in months when a customer’s CHP system is 4 

working perfectly, in all likelihood, will pose a significant barrier to the development of 5 

otherwise economic CHP.  6 

 7 

Q.  How will the proposed changes to the method of setting the generation reservation 8 

fee impact daily on-peak backup demand charges experienced by Rider 3 9 

customers? 10 

A. Under both the current and proposed versions of Rider 3, the higher of the generation 11 

reservation fee or daily on-peak backup demand charges prevail on a customer’s monthly 12 

bill. The proposed changes to Rider 3 reflect a daily on-peak backup demand charge rate 13 

of $0.97 per kW for scheduled outages and $1.93 per kW for unscheduled outages. For 14 

comparison, the current Rider 3 rates are $0.55 per kW for scheduled outages and $1.10 15 

per kW for unscheduled outages. While these charges are pro-rated based on a customer’s 16 

actual use of on-peak standby service, under the proposed changes to Rider 3, the daily 17 

on-peak backup demand charges will often be superseded by the high generation 18 

reservation fees imposed. For example, a customer with a 2 MW CHP system who 19 

experiences a variety of CHP outage scenarios will default to paying the reservation fee 20 

in a “no outage” month and a month with either a scheduled or unscheduled 16-hour 21 
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outage.28  Not only does the dominance of the fixed per kW reservation fee significantly 1 

reduce the incentive for a customer to reduce actual on-peak standby service demand, but 2 

it also effectively wipes out the differentiation in Rider 3 between scheduled and 3 

unscheduled outages, reducing the incentive for customers to proactively schedule 4 

maintenance of their CHP systems.  5 

 6 

Q. What does DTE propose with regard to the energy charge rates experienced by 7 

Rider 3 customers? 8 

A.  As compared to D11 customers, DTE proposes to charge a higher per kWh energy charge 9 

rate to Rider 3 customers. Under the proposed changes to Rider 3, the on-peak energy 10 

charge rate is $0.04214/kWh and the off-peak energy charge rate $0.03214 /kWh. For 11 

comparison, the Company proposes to charge D11 customers an on-peak energy charge 12 

rate of $0.03624 /kWh and an off-peak energy charge of $0.02624 /kWh. There is no cost 13 

justification for charging Rider 3 customers more per kWh of consumption; such undue 14 

discrimination in standby rates could be seen as violating the Public Utility Regulatory 15 

Policies Act of 1978 ("PURPA") regulations and should be rejected.29  16 

 17 

Q.  Do the proposed changes to Rider 3 encourage optimal use of the grid? 18 

28 See Exhibit EIB-4 (JWS-4) 5 Lakes Energy Narrative “Apples-to-Apples” Scenario Analysis of DTE 
Proposed Standard Contract Rider No. 3. 

29 Under PURPA regulations, rates for backup power are required to “be just and reasonable and in the public 
interest” and to “not discriminate against any qualifying facility in comparison to rates for sales to other customers 
served by the electric utility.” 
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A. No. The proposed changes to Rider 3 significantly flatten the charges experienced by a 1 

customer under different CHP system outage scenarios. Under the proposed changes to 2 

Rider 3, a customer with a 2 MW CHP system would be charged an estimated $14,615 in 3 

a “no outage” month.30  That same customer would be charged an estimated $18,492 in a 4 

month in which it experiences a 32-hour CHP system outage during on-peak times. The 5 

difference between a month in which a customer’s CHP system works perfectly and a 6 

month in which it experiences an on-peak outage spread over four days is only $3,877. 7 

Currently, a customer with a 2 MW system pays an estimated $8,655 for a “no outage” 8 

month and $17,311 for a month in which it experiences a 32-hour CHP system outage 9 

during on-peak times, reflecting a difference of $8,656.  10 

Under the current formulation of Rider 3, the “no outage” month and the 32-hour on-peak 11 

outage monthly charges are already too high when you take into account standby 12 

customers’ partial and infrequent use of grid resources, but under the current formulation 13 

there is at least a reasonable price signal in place to encourage customers to invest in 14 

reliable CHP technology and proactively maintain their systems. Without this price 15 

signal, the Company is both removing the incentive for, and penalizing the customers 16 

who prioritize, scheduling maintenance for optimal use of the grid. 17 

18 

Q. What does DTE propose with regard to distribution charges under Rider 3? 19 

A. Rider 3 customers are currently charged a distribution rate of $3.57 per kW for primary 20 

voltage; $1.39 per kW for sub-transmission voltage; and $0.70 per kW for transmission 21 

30 See Exhibit EIB-4 (JWS-4) 5 Lakes Energy Narrative “Apples-to-Apples” Scenario Analysis of DTE 
Proposed Standard Contract Rider No. 3. 
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voltage. This rate is charged per kW of standby contract capacity, regardless of actual 1 

standby use, and is the same rate charged to full requirements customers. Currently, 2 

distribution charges are not pro-rated for standby customers based on their partial and 3 

infrequent use of the distribution grid. 4 

Under the proposed changes to Rider 3, this rate would adjust to $3.88 per kW for 5 

primary voltage; $1.49 per kW for sub-transmission voltage; and $0.67 per kW for 6 

transmission voltage. Even under the proposed changes to Rider 3, distribution charges 7 

would not be pro-rated for standby customers based on their partial and infrequent use of 8 

the distribution grid. Charging standby customers the same as full requirements 9 

customers for distribution service is unreasonable and creates barriers to the development 10 

of otherwise economic CHP. For these reasons, the proposed distribution charge rates in 11 

Rider 3 should be rejected. 12 

 13 

Q.  Why is it important that distribution charges be pro-rated based on standby 14 

customers’ partial use? 15 

A. As discussed previously in my testimony, CHP systems are historically quite reliable, 16 

with average forced outage rates on the order of less than 5%.31 Furthermore, the PURPA 17 

regulations prohibit the erroneous assumption that all CHP outages will occur at the same 18 

time: “The rate for sales of back-up power or maintenance power: (1) Shall not be based 19 

upon an assumption (unless supported by factual data) that forced outages or other 20 

                                                            
31 Energy and Environmental Analysis, Inc., Final Report: Distributed Generation Operational Reliability and 

Availability Database (January 2004), prepared for Oakridge National Laboratory, available at 
https://www.energy.gov/sites/prod/files/2013/11/f4/dg_operational_final_report.pdf. 
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reductions in electric output by all qualifying facilities on an electric utility's system will 1 

occur simultaneously, or during the system peak, or both; and (2) Shall take into account 2 

the extent to which scheduled outages of the qualifying facilities can be usefully 3 

coordinated with scheduled outages of the utility's facilities.”32 This provision was further 4 

highlighted in the PURPA Title II Compliance Manual prepared for NARUC: “These 5 

rates are not to be based upon an assumption, unless supported by factual data, that 6 

forced outages or other reductions in electric output by all QFs on an electric utility’s 7 

system will occur simultaneously, or during system peak, or both. The rate will also take 8 

into account the extent to which scheduled outages of the QF can be usefully coordinated 9 

with scheduled outages of the utility’s facilities.”33  These principles were affirmed in the 10 

Commission’s Report on the Implementation of the Public Utility Regulatory Policies 11 

Act of 1978 ("PURPA") which was issued on April 20, 2018.34  12 

The logic of not assuming that all outages occur simultaneously requires pro-ration of 13 

charges assessed to standby customers when those charges relate to shared resources. As 14 

discussed in more detail in the Direct Testimony of Douglas Jester, this includes 15 

distribution system resources and is important for a proper cost of service analysis of 16 

Rider 3 customers’ shared use of the grid. According to the NARUC Manual on 17 

Distributed Energy Rate Design and Compensation (November 2016), “[R]egulators 18 

                                                            
32 18 CFR 292.305. 
 
33 PURPA Title II Compliance Manual prepared for NARUC (March 2014), p.49, available at 

https://pubs.naruc.org/pub/B5B60741-CD40-7598-06EC-F63DF7BB12DC.  
 
34 Michigan Public Service Commission, Report on the Implementation of the Public Utility Regulatory Policies 

Act of 1978 (April 20, 2018), p. 30, available at 
https://www.michigan.gov/documents/mpsc/PURPA_report_Final_4-18-2018_621098_7.pdf. 
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should be cautious if implementing demand charges to protect a utility’s revenue 1 

recovery for the distribution grid is the goal, especially if the DER benefits to the grid are 2 

not accounted for in any way.”35 Here, none of the benefits of CHP are accounted for in 3 

Rider 3, so caution is warranted.   4 

Notably, the importance of pro-rating distribution charges for standby service customers 5 

was recently emphasized in a distribution rate case proceeding in Pennsylvania. There, in 6 

her recommended decision dated October 18, 2018, Administrative Law Judge Katrina 7 

Dunderdale agreed with intervenors that it was unreasonable to allocate distribution 8 

charges to standby service customers without taking into account those customers’ partial 9 

and infrequent use of system resources. The recommended decision in that proceeding 10 

states: “Duquesne Light is unreasonable to insist that it must calculate its rate for this 11 

class based on an assumption that it will provide service constantly during the entire time 12 

period.”36  By charging Rider 3 customers the same distribution rate as full requirements 13 

customers, and by failing to offer any pro-ration of these charges based on Rider 3 14 

customers’ partial and infrequent use of the distribution grid, DTE is making the same 15 

unreasonable assumption in this proceeding.  16 

In the aforementioned distribution rate case proceeding in Pennsylvania, ALJ Dunderdale 17 

recommended use of 5% pro-ration as “a cost-based back-up rate which is based on the 18 

expected availability of the generation owned by Rider No. 16 customers as shown 19 

35 National Association of Regulatory Utility Commissioners (NARUC), Distributed Energy Resources Rate 
Design and Compensation Manual, November 2016, p. 108, available at https://pubs.naruc.org/pub/19FDF48B-
AA57-5160-DBA1-BE2E9C2F7EA0 

36 ALJ Katrina Dunderdale, Recommended decision in R-2018-3000124, p. 174. 
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through historical data.”37 In this proceeding, it would be similarly appropriate to adjust 1 

the distribution rate charged to Rider 3 customers to reflect the expected availability of 2 

CHP systems through pro-ration based on either historical data or the average forced 3 

outage rate of CHP systems of 5%.38 4 

 5 

Q. Do you have any transparency and/or customer accessibility concerns as to Rider 3? 6 

A.  Yes. As stated previously in my testimony, one of the outcomes of the MPSC Staff’s 7 

Standby Rate Working Group was the recommendation: “To assist with standby service 8 

tariff transparency, a clear and concise description of the tariff structure and each term 9 

used should be included with the tariff.”39 Rider 3 spans nine pages in the DTE Electric 10 

Company Rate Book. The language is dense and complicated, requiring a customer to 11 

calculate several separate charges to estimate a total monthly standby service bill, 12 

including separate calculations for the generation reservation fee, daily on-peak backup 13 

demand charge, energy charge and distribution charge. In light of these challenges, DTE 14 

should do significantly more to help customers correctly interpret and apply Rider 3, 15 

including developing educational materials and providing an on-line bill calculator to 16 

help customers estimate monthly bills under a variety of scheduled and unscheduled CHP 17 

                                                            
37 Ibid., p. 175-176 

38 See Energy and Environmental Analysis, Inc., Final Report: Distributed Generation Operational Reliability 
and Availability Database (January 2004), prepared for Oakridge National Laboratory, available at 
https://www.energy.gov/sites/prod/files/2013/11/f4/dg_operational_final_report.pdf. 

39 MPSC Staff Standby Rate Working Group Supplemental Report (June 2017), p.23, available here: 
https://www.michigan.gov/documents/mpsc/SRWG_Supplemental_2017_Report_576352_7.pdf 
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system outage scenarios. Other utilities in the Midwest already offer such resources, with 1 

AEP Ohio and Dayton Power & Light both providing customers with on-line bill 2 

calculators.40 In Minnesota, following an extensive stakeholder process around standby 3 

rates and a dedicated docket requiring utilities to file revised standby rate proposals, the 4 

Public Utilities Commission now requires Minnesota Power, Xcel Energy and Dakota 5 

Electric to follow the model provided by Otter Tail Power of offering customers a 6 

concise two-page “explainer” document to accompany the published standby tariff.41 7 

Both the on-line bill calculator and the two-page “explainer” document are reasonable 8 

and achievable ways in which DTE could improve upon the transparency and 9 

accessibility of Rider 3.  10 

 11 

Q. What are your overall recommendations to the Commission regarding DTE’s 12 

proposed standby rates in Rider 3? 13 

A. I propose that the Commission: 1) reject the Company’s proposal to move from 4CP to 14 

NCP in allocating Rider 3 customers’ power supply capacity costs; 2) reject the 15 

Company’s proposal to ignore CHP system availability in setting the generation 16 

reservation fee; 3) require the Company to adjust the distribution rate charged to Rider 3 17 

customers to reflect the expected availability of CHP systems through pro-ration based on 18 

either historical data or the average forced outage rate of CHP systems of 5%; and 4) 19 

                                                            
40 See, AEP Ohio on-line bill calculator, available at 

https://www.aepohio.com/account/bills/rates/AEPOhioRatesTariffsOH.aspx; see also Dayton Power & Light on-line 
bill calculator, available at https://www.dpandl.com/customer-service/account-center/understand-your-
bill/commercial-bill-calculator-guides/ 

41 Minnesota PUC Docket No. CI-15-115, Order dated October 3, 2017. 
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require the Company to provide customers with an online bill calculator and other 1 

educational tools to assist with proper interpretation and application of Rider 3. 2 

 3 

Q.  Does this conclude your testimony? 4 

A. Yes. 5 

14182877_2.docx 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission Exhibits EIB-1 through EIB-4?  (No

 3 response.)

 4 Hearing none, those exhibits are

 5 admitted.

 6 Mr. Christinidis.

 7 MR. CHRISTINIDIS:  Thank you, your Honor.

 8 CROSS-EXAMINATION 

 9 BY MR. CHRISTINIDIS:  

10 Q Good morning, Ms. Scripps.

11 A Good morning.

12 Q Is it correct that you provide testimony in this

13 proceeding regarding the Company's Rider 3 tariff?

14 A I do, yes.

15 Q And the Company's Rider 3 tariff is for customers with

16 on-site generation, correct?

17 A Yes.

18 Q And you explain, do you not, that the cost of service and

19 rate design -- well, that the cost of service and rate

20 design principles you and MEIBC and IEI, you explain

21 those in your direct testimony, correct?

22 A Yes.

23 Q And it appears to me, correct me if I'm wrong, that you

24 generally describe those principles at page 9 of your

25 direct testimony, lines, starting at lines 15 through 18?

    Metro Court Reporters, Inc.   248.360.8865



3488

 1 There you say, "Less-than-full cost recovery by the

 2 utility shifts costs to other customers; more-than-full

 3 cost recovery results in excessive payment to DER

 4 customers making DER less economically attractive.  In

 5 sum, a good standby rate would result in no subsidy, be

 6 fair to DER customers and full-requirements utility

 7 customers, and not discourage good DER projects or

 8 encourage bad DER projects."  Is that accurate?

 9 A So just to clarify, that portion of my testimony is

10 referring to language from the NextGrid, the utility --

11 sorry -- NextGrid: the Illinois Utility of the Future

12 Study, and it's the Working Group 7 (Ratemaking) final

13 report that was issued on October 8, 2018, and that

14 language that you quoted is within a quote that I pulled

15 from that report, so I'm referring to that report.  I

16 don't -- in my testimony, I don't explicitly adopt those

17 statements.  But are you asking me -- I mean I guess what

18 are you asking me about it?

19 Q Is that your -- is that the -- do you share that opinion

20 about what an appropriate cost of service and rate design

21 approach would be or principles?

22 A So there's -- there's a lot of statements there.  Should

23 we go one-by-one maybe?

24 Q O.K.

25 A So why don't we -- why don't you just ask me one
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 1 statement at a time.

 2 Q Let me ask you this, we can summarize it:  Would it be

 3 fair to summarize MEIBC's and IEI's and of course your

 4 position on cost of service and rate design principles as

 5 rates should be designed to reflect cost-causation?

 6 A Yes.

 7 Q Now, as a corollary, you'd agree that MEIBC and IEI do

 8 not support rate designs that do not reflect

 9 cost-causation or that shift cost of service further away

10 from cost-causation, right?

11 A Yes, but I think that the devil's in the details, and so

12 I think I would have questions about some of the

13 assumptions that underlie some of the details in your

14 statements.

15 Q Is it your testimony that you support cost subsidies?

16 A How would you define cost subsidy?

17 Q How would you define it?

18 MR. LUNDGREN:  Your Honor, I would have

19 to object here.  This witness is here to testify about

20 her direct testimony, he's asking her to define language.

21 If he can point to language in her testimony on the topic

22 of cost subsidies and ask her to clarify what she meant,

23 then that would be fine, but I think at this point he's

24 asking her to develop new testimony.

25 JUDGE WALLACE:  I agree.
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 1 Mr. Christinidis, can you --

 2 Q (By Mr. Christinidis):  Why don't we say cost subsidies

 3 would be a circumstance where a charge was not cost-

 4 based, can you agree with that and respond to that?

 5 A Agree with what?

 6 Q That a cost subsidy would occur when a charge was not

 7 cost-based?

 8 MR. LUNDGREN:  Your Honor, I'm going to

 9 object again.  Are -- I would like to understand where in

10 Ms. Scripps' testimony we are arriving at the subject of

11 cost subsidies.

12 MR. CHRISTINIDIS:  Your Honor, her entire

13 testimony is about cost of service.  I'd be happy to ask

14 her a quick question, it might shorten this up

15 considerably if you'd like, your Honor.

16 JUDGE WALLACE:  Let's see.  But stick to

17 what's in the direct testimony.

18 Q (By Mr. Christinidis):  So is it accurate to say that you

19 consider yourself an expert in cost of service studies

20 and ratemaking?

21 A Generally.  I think my expertise is more specific to

22 standby rates because I have a lot more experience

23 looking at a variety of different standby rates.

24 Q You've never done a cost of service study, have you?

25 A So I have taken a course where we did some practical
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 1 exercises, but beyond that, myself, no, I have not.

 2 Q Would you turn to your testimony at page 13.  And looking

 3 specifically at lines 3 through 6, you talk about, if I

 4 understand correctly, "Rates should provide for

 5 appropriate incentives...".  By the word incentives, do

 6 you mean cost subsidies?

 7 A No.  I mean that rates can nudge customers to behave in

 8 different ways, and so we should be sensitive to the

 9 effects of rates on customer behavior.

10 Q Do you disagree that, as a general proposition, Rider 3

11 should be included in the D11/Other cost of service class

12 for allocation of power supply costs in a cost of service

13 study as the Company has proposed in this proceeding?

14 A So I've definitely given this thought, and I think

15 there's pluses and minuses to having Rider 3 customers be

16 looked at in its own class, so I guess I haven't reached

17 a conclusion on that.

18 Q Did you review the Company's cost of service filing and

19 exhibit as submitted by Witness Lacey in this proceeding?

20 A Not as -- I did, but mostly I referred to Witness Bloch's

21 testimony because my -- I was mostly concerned with rate

22 design, and where I considered cost of service, it was

23 sort of at a high level to question some of the big

24 underlying assumptions that were testified to by Witness

25 Bloch.
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 1 Q Can you turn to page 15 of your testimony.  Are you

 2 there?

 3 A I am on page 15, yes.

 4 Q Lines 10 through 11, you reach a conclusion about the

 5 Company's proposal and suggest that it, the Company's

 6 proposal moves away from cost-causation principles.

 7 Could you explain further what you mean by that since you

 8 didn't apparently look at the detail around cost of

 9 service?

10 A To clarify, I did examine Witness Bloch's discussion of

11 this, so I'm happy to answer based on that.

12 Q So you didn't look at the underlying detail that Witness

13 Bloch relied upon that's also in this proceeding,

14 correct?

15 A I believe I said I looked at it, and I said I focused

16 more on the testimony of Witness Bloch because that was

17 more relevant.

18 Q Forgive me.  Can you recall any of the detail that you

19 looked at that was not provided by Witness Lacey?

20 A That was not provided by Witness Lacey?

21 Q I'm sorry.  That was provided, to the extent I may have

22 misspoken.

23 A So my -- so can I -- I'm sorry, that's a really big

24 question.

25 MR. LUNDGREN:  Yeah, your Honor.  I'm
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 1 not -- perhaps he can rephrase.  It sounds as if he's

 2 asking her to recite from Mr. Lacey's testimony, or maybe

 3 Witness Lacey's evidence, I'm not quite sure what he's

 4 asking for.

 5 JUDGE WALLACE:  I agree.  Can you break

 6 it down into smaller pieces?

 7 Q (By Mr. Christinidis):  Do you recall any of the detail

 8 you reviewed provided by Witness Lacey here on the stand

 9 today?

10 A Front of my mind is, are the higher level concepts

11 discussed by Witness Bloch and discussed in reference to

12 my testimony.

13 Q So the answer to my question is no, correct?

14 MR. LUNDGREN:  Your Honor, the witness

15 has testified that she recalls the testimony that is

16 relevant to -- or the evidence that was presented that's

17 relevant to her testimony; I don't see the point of

18 attempting to drive beyond what she has submitted in her

19 testimony.

20 JUDGE WALLACE:  Ms. Scripps has indicated

21 that she spent much more time reviewing Mr. Bloch's

22 testimony that she found more relevant and not a lot of

23 time with Mr. Lacey's testimony, so I think that point

24 has been established.

25 MR. CHRISTINIDIS:  Thank you, your Honor.
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 1 Q (By Mr. Christinidis):  Let me ask you, then, on page 15

 2 of your testimony, lines 10 through 15, is that the

 3 entirety of your consideration of the NCP concept?

 4 A I believe I discuss it earlier on in, on page 15, lines 3

 5 through 6.

 6 Q Including that testimony on lines 3 through 6, then, is

 7 that conclusive of 10 through 15, the entirety of your

 8 consideration of the NCP concept?

 9 MR. LUNDGREN:  Your Honor, just if I may

10 ask for some clarification on that.  I'm not sure what

11 he's asking the witness.  When he's asking her for her

12 consideration, is he asking her if that is the extent of

13 her testimony on that topic or of any thought she may

14 have ever had on the topic?  It's a rather imprecise

15 question.  

16 MR. CHRISTINIDIS:  Your Honor, with all

17 due respect, I'm not cross-examining Mr. Lundgren, I'm

18 cross-examining this witness, and if she knows, she can

19 answer the question.  It's not a complicated question.

20 MR. LUNDGREN:  I think she needs to

21 understand the question first, your Honor.

22 JUDGE WALLACE:  Can you rephrase?  

23 Q (By Mr. Christinidis):  Do you do anything other than

24 make those statements on page 15 in your testimony with

25 respect to NCP in this proceeding or any of the exhibits
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 1 you support?

 2 A I believe on page 25 I make some specific

 3 recommendations, and on, starting at line 14 I say, "I

 4 propose that the Commission:  1) reject that the

 5 Company's proposal from the 4CP to NCP in allocating

 6 Rider 3 customers' power supply cast costs...".

 7 Q Is there any other support other than your direct

 8 testimony in terms of analysis around the concept of NCP

 9 that you're supporting in this case?  And if the answer

10 is no, we can be done with this.

11 A I don't think the answer is no, which is why I'm not --

12 Q What is the answer?

13 A I think the answer is that Rider 3 customers are not

14 hitting the 4CPs, and so --

15 Q And what do you base that conclusion upon?

16 A Well, I'm basing it on Witness Bloch's testimony, his

17 logic in manipulating the cost of service study and

18 changing it so that it triggers more costs for Rider 3

19 customers.

20 Q O.K.  Do you have a copy of Mr. Bloch's testimony with

21 you on the stand?

22 A I do not.

23 Q Would you like a full copy, or I'd like to talk to you

24 about a specific page?

25 A Specific is great.
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 1 Q O.K.

 2 MR. CHRISTINIDIS:  May I approach, your

 3 Honor.

 4 JUDGE WALLACE:  You may.

 5 MR. CHRISTINIDIS:  Would you like a copy?  

 6 JUDGE WALLACE:  Sure.

 7 (Document provided to Judge Wallace and the

 8 witness.)

 9 MR. CHRISTINIDIS:  If anybody needs one,

10 it's page 21.

11 MR. LUNDGREN:  Do you have a copy?

12 (Document provided to Mr. Lundgren.)

13 Q (By Mr. Christinidis):  So I've handed you what is page

14 21 of Witness Bloch's direct testimony.  Are you familiar

15 with that?

16 A Yes.

17 Q And you'd agree that capacity cost allocation does not

18 necessarily equal how DTE Electric's capacity costs are

19 incurred, right?

20 A Sorry, repeat the question.

21 Q You agree that a capacity cost allocation does not

22 necessarily equal how DTE Electric's costs, capacity

23 costs are incurred, right?

24 A I think that the Company makes a lot of assumptions when

25 it performs cost allocation that can mean that cost
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 1 allocation is not as directly aligned with cost

 2 incurment.

 3 Q So we agree that the Company doesn't build generation

 4 solely based on 4CP, right?  I think that's what I

 5 understood you to say.

 6 A The Company bakes in a lot of assumptions, yes.

 7 Q In addition to 4CP?

 8 A Sure.

 9 Q Neither you nor MEIBC or IEI can tell us exactly when the

10 Company's peak hour loads will appear in the future,

11 correct?

12 A That's correct.

13 Q They typically occur during hours 15, 16, 17, or 18 in

14 the months of June through September, right?

15 A I just said I can't tell you that, I mean I can't predict

16 it.

17 Q I didn't ask you --

18 A O.K.  I'm sorry, repeat the question.  I just

19 misunderstood.

20 Q That's O.K.  It's a complicated topic.  They typically

21 occur during hours, they being the peaks, during hours

22 15, 16, 17, or 18 in the months of June through

23 September, year --

24 MR. LUNDGREN:  Your Honor, I guess I'm

25 just wondering why he's asking this witness about when
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 1 DTE's peak hours are.  If he's asking about her

 2 familiarity with Witness Bloch's testimony, which I think

 3 addresses this topic or some particular piece of it, I

 4 guess that's one thing, but the -- she's not a DTE

 5 engineer, so I, you know, she has not testified to when

 6 DTE's peak hours are.  I'm not sure why we're cross-

 7 examining her on that.  

 8 JUDGE WALLACE:  Well, your question is

 9 whether or not she agreed peak hours are typically

10 between the hours of 15 and 18, June through September;

11 she may agree, she may disagree, she may not know.  So I

12 think it's O.K.  I'm not sure where you're going with

13 this, but --

14 MR. CHRISTINIDIS:  Well, your Honor, it's

15 laying a foundation for her criticism of the tables in

16 the testimony of Mr. Bloch.  I just asked if she

17 understands the basis for it.  

18 JUDGE WALLACE:  Continue.

19 A That sounds reasonable based on my understanding of when

20 peak hours are for other utilities.

21 Q (By Mr. Christinidis):  Can you clarify that it's 4CP

22 that's occurring during those hours generally?

23 A That seems reasonable.

24 Q And we've already established you reviewed Mr. Bloch's

25 testimony in preparing your direct testimony, right?
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 1 A Yes.

 2 Q O.K.  Can I turn your attention to Table 2 of Mr. Bloch's

 3 direct testimony.  Do you see that?

 4 A Yes.

 5 Q You would agree that Mr. Bloch's Table 2 compares DTE

 6 Electric's major customer class 4CP demands during the

 7 340 peak summer hours, again, those hours being 15, 16,

 8 17, and 18, to the potential impact each customer class

 9 could have on the 4CP if the customer class peaked at the

10 time of the 4CP, right?  Do you agree with that?

11 A I think I'd want more time with the table, I haven't

12 looked at it in a while, this specific table, I haven't

13 looked at it in a while, so I would just need more time

14 with it before I can agree with it.

15 Q Do you want to take some time here to review it?

16 A Sure.  Can you ask me the question again and I'll write

17 it down so that I --

18 Q So Table 2 in Mr. Bloch's testimony, page 21, and this is

19 his direct testimony, compares DTE Electric's major

20 customer class 4CP demands during the 340 peak summer

21 hours, which we've agreed are 15, 16, 17, and 18, to the

22 potential impact each customer class could have on the

23 4CP if the customer class peaked at the time of the 4CP,

24 I'm asking you whether you agree that's what it

25 demonstrates?
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 1 A Yes.

 2 Q And you would agree on Table 2 that the column identified

 3 as average of monthly max hours, that's the NCP we're

 4 talking about, non-coincident peaks for the various

 5 classes?

 6 A O.K.  Sure.

 7 Q And you don't dispute the accuracy of the data Mr. Bloch

 8 provides in Table 2, right?

 9 A No.

10 Q So then you would agree that this demonstrates that 4CP

11 is a reasonable indicator of the demands that these

12 customer classes, D1 and Other, D3 and Other, D4, and D11

13 and Other, placed on the DTE Electric system during peak

14 load periods and, therefore, is an appropriate basis to

15 allocate capacity costs, right?

16 A 4CP, yes.

17 Q Yes.  But you'd also agree that Rider 3 has the potential

18 to be 108 percent above the 4CP, right?

19 A Sure, yes.

20 Q So let's take a look at the impact of 108-percent

21 variance on one of the other customer classes.  For

22 example, would you agree that if the D11/Other customer

23 class had the same 108-percent variance above 4CP as

24 Rider 3, that the D11/Other load variance would go from

25 approximately 85 megawatts to 2,001 megawatts?
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 1 A I think the math works.  I think I'd want to understand

 2 more about the likelihood of all of these scenarios

 3 happening.

 4 Q Again, just to confirm, I believe I asked the question,

 5 but I'm not positive we agreed on this, I know we were

 6 going back and forth.  You can't tell me when the Rider 3

 7 loads are going to show up next summer with respect to

 8 the 4CPs, right?

 9 A So Rider 3 loads are interesting because a piece of it

10 can be coordinated and scheduled ahead of time, so I

11 think -- so I personally can't tell you now, but I think

12 we should be sensitive to the fact that some of the load

13 is able to be scheduled ahead of time.

14 Q DTE Electric doesn't schedule that, right?

15 A I mean part of the terms of Rider 3, Rider 3 customers

16 schedule those outages in conjunction with the Company.

17 Q They don't schedule forced outages with the Company,

18 right?

19 A Right, by the very nature of forced outages.

20 Q So it's possible, is it not, that the variances that are

21 identified on Table 2 could occur at the 4CP?  It's

22 possible, right?

23 A It's possible.  But the reason we're having this

24 conversation is that I -- my understanding of Witness

25 Bloch's testimony is that the customers were not hitting
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 1 the 4CP enough to satisfy the Company, and so they were

 2 widening the net.

 3 Q What do you think the import is of the 108-percent

 4 variance?

 5 A The potential, this 108 percent that's in this table?

 6 Q Correct.

 7 A I think the import, like I said before, I'd want to

 8 understand a lot more about the likelihood of that

 9 happening.

10 Q But the variance suggests the potential for it to happen

11 much more frequently than the other classes that are

12 identified on Table 2, correct?

13 A Not necessarily.  The fact that a good portion of the

14 load can be scheduled ahead of time factors into this, I

15 think that that affects the likelihood.

16 Q Let me rephrase the prior question.  There would be a

17 much more significant impact, do you not agree, based on

18 the 108-percent variance for Rider 3 if those Rider 3

19 customers were to appear at the 4CP as opposed to some of

20 these other classes based on their variances?

21 A Can you define what you mean by impact?

22 Q There would be more load to serve?

23 A More total load compared to the others.

24 Q More load for the Rider 3 class in terms of in relation

25 to what the Company had planned for?
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 1 A Again, we're returning to the planning piece of this,

 2 which I think we're not differentiating between the

 3 planned and the unplanned outages, but I think that's an

 4 important distinction.

 5 Q You also discuss the Rider 3 generation reservation fee

 6 in your direct testimony, right?

 7 A Yes.

 8 Q And it's your -- and forgive me -- MEIBC and IEI's

 9 position that reservation fees should only be based in

10 part on the forced outage rate of a customer generator,

11 right?

12 A I don't think that's the only way to do it.  I mean

13 certainly there's no requirement that a utility charge a

14 reservation fee to begin with, so zero would also be

15 fine.  But if the utility is looking to charge a

16 generation reservation fee, this is considered a best

17 practice in setting the fee.

18 Q So what's your understanding of the purpose of a

19 generation reservation fee?

20 A I think that if the utility can demonstrate costs to it

21 to stand ready to serve standby customers in terms of

22 providing that generation, then those costs can be passed

23 along to the customers, the Rider 3 customers in this

24 case, in a month where let's say they have a CHP system

25 and that CHP system is working perfectly, they don't take
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 1 any standby service, but they still are required to pay a

 2 fee to reserve the service.

 3 Q So you agree that the Company's required to stand ready

 4 to serve the entire load of the Rider 3 customer

 5 irrespective of the fact that they have a generator on

 6 site, correct?

 7 A So I think that it's important that we not assume that

 8 all the CPH outages of these customers are going to

 9 happen at the same time, but generally yes, I agree with

10 your statement.

11 Q So in other words, it serves sort of a utility planning

12 reserve margin purpose?

13 A I think -- I've worked with a lot of different utilities

14 on this, and they justify this in a lot of different

15 ways.

16 Q Could it be considered sort of an insurance policy in the

17 event the on-site generation doesn't operate as

18 anticipated or the customer chooses to operate in a way

19 that it didn't initially intend?

20 A I think that -- so that the insurance policy

21 justification is an interesting one because it's the one

22 that is most often, it comes up in relation to this idea

23 of the 5-percent forced outage rate because that is tied

24 to the likelihood of a forced outage, so yeah, that does

25 connect conceptually to the idea of an insurance policy.
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 1 Q You're not suggesting that DTE Electric has the right to

 2 dispatch CHP, correct, at least for Rider 3 customers?

 3 A No.  I mean I -- no, that's not part of my testimony.

 4 Q So you agree, though, that Rider 3 -- that the Rider 3

 5 generation fee serves to cover unexpected Rider 3 load

 6 changes, Rider 3 customer load changes, right?

 7 A I'm sorry, say that again.

 8 Q You'd agree that Rider 3 generation reservation, the

 9 Rider 3 generation -- forgive me.  The Rider 3 generation

10 reservation fee serves as a way to cover unexpected Rider

11 3 load changes due to customer generator outages, right?

12 A So the -- so do I agree that the charges paid by the

13 customers when they -- in the months where they don't

14 have an outage at all, where they're just paying this

15 generation reservation fee, that that money is then used

16 in that way; I don't know.

17 Q Are you generally familiar with the percentage of reserve

18 margin that utilities are required to maintain in the

19 MISO footprint?

20 A I think I -- I've looked at it before, but I -- it's not

21 in front of mind today.

22 Q Would you disagree with me if I said it was somewhere in

23 the 15- to 17-percent range?

24 A That seems reasonable.

25 Q And what's your general understanding of what the purpose
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 1 of having that amount of generation reserve is?

 2 A The Company stands ready to serve customers.

 3 Q And it's there, however, to address unexpected changes in

 4 customer load or generation availability -- I'm sorry --

 5 generation outages and things like that, correct?

 6 A Sure, that sounds reasonable.

 7 Q I'm going to suggest I think a simple hypothetical.  A

 8 customer with a generator with 97-percent availability,

 9 that doesn't mean that the customer is serving its

10 standby load 97 percent of the time, right?

11 A So 97-percent availability?

12 Q Three-percent forced outage rate.  So in other words, the

13 generator is available 97 percent of the time.  That's

14 your understanding how the current Rider 3 is, the

15 current Rider 3 generation reservation charge is based

16 upon, correct?

17 A O.K.

18 Q 97-percent availability does not -- isn't the same as

19 operating 97 percent of the time, right?

20 A Yeah, it can depend.

21 Q So it's possible that a generator with 97-percent

22 availability might be operating at 25 percent of its

23 nameplate capacity at any given time, right?

24 A It is possible.

25 Q O.K.  I direct you back to Table 2.  So if you could look
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 1 at the D11 and Other lines in the R, Rider 3, or R3, on

 2 the table lines there.  I'm going to go slow because

 3 there's a couple of elements to this.  If the Rider 3

 4 variances are 108 percent versus the 5 percent during the

 5 peak hours of 15, 16, 17, and 18 for the D11/Other class,

 6 doesn't that indicate that Rider 3 loads present a higher

 7 risk with respect to using the capacity reserves that

 8 have been allocated to the D11 and Other class?

 9 A See, I still am struggling with this table because

10 it's -- it doesn't make any distinction between scheduled

11 and unscheduled outages, so it's this hypothetical that

12 doesn't differentiate and I'm not sure how useful it is.

13 Q I want to confirm something I think I heard you say

14 earlier.  Is it your testimony that you believe Rider 3

15 requires generation coordination of some sort with DTE

16 Electric?

17 A I think one of the better features of Rider 3 is that it

18 differentiates in rates to some degree between scheduled

19 and unscheduled outages, and then to take advantage of

20 that rate differentiation, it allows for scheduled

21 outages, which is an opportunity for the customer to work

22 sort of proactively with the Company to schedule an

23 outage ahead of time to reduce costs.

24 Q How many of those would you say take place for the

25 typical Rider 3 customer in the course of a year,
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 1 scheduled outages that is?

 2 A I don't know, but I know that it's not optimized because

 3 for a variety -- I testified to some transparency issues,

 4 I testify to the effect of the higher distribution charge

 5 rate and how that diminishes the incentive that's

 6 provided, so structurally I think it is one of the better

 7 features of Rider 3, but I think that there's room for

 8 improvement certainly in how it's implemented.

 9 Q Do you have an understanding of during what times of the

10 year scheduled outages are liable to take place?

11 A So I think that -- I think it can depend on the

12 parameters of the tariff because I think there can be

13 incentives put in place to encourage scheduled outages to

14 take place on the shoulder months, so I think it is going

15 to depend on the host, I think it's going to depend on

16 their needs, but I do think you can influence when those

17 outages are scheduled through rate design.

18 Q Would it be a reasonable assumption that those outages

19 are not occurring during the hours 15 through 18 during

20 June through September, scheduled outages that is, for

21 customers under Rider 3?

22 A Yeah, I would -- and I would have to take a look at Rider

23 3 because I don't even recall if Rider 3 permits

24 scheduled outages during those times, because I know that

25 some utilities don't even permit scheduled outages during
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 1 summer peak, so I would have to take a look, but yes.

 2 Q So looking at Table 2 again on Mr. Bloch's page 21 of his

 3 direct testimony, given the fact that that's talking

 4 about 4CP and peak periods, it's a -- it would be your

 5 understanding, would it not, that the variances that are

 6 being picked up by this historic data in 2017 are not due

 7 to scheduled outages, would you agree, of Rider 3

 8 customer generation?

 9 A I, from the table, I can't tell that for sure, but I

10 agree that it's probably reasonable.

11 Q So is it fair -- or would you agree, rather, that from a

12 cost-causation perspective, Rider 3 should at least be

13 responsible for the average cost of capacity reserves

14 allocated to the D11/other class?

15 A Can you go ahead and repeat that question?  

16 Q Yeah.  Looking at Table 2 and the data shown in there,

17 including the 108-percent variance for Rider 3, you would

18 agree from a cost-causation perspective that Rider 3

19 should at least be responsible for the average cost of

20 capacity reserves allocated to the D11/Other class, would

21 you not?

22 A I don't know that I would agree with that.

23 Q Why would that be?

24 A Well, so back to your question of whether Rider 3

25 customers should be looked at as their own class, but
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 1 you're asking me to look at D11 customers, so I just

 2 don't know if I'm willing to go along with the underlying

 3 premise of your question.

 4 Q What do you understand variance to mean in the context of

 5 Table 2?

 6 A Variance I believe refers to the difference between what

 7 was expected to happen and what actually happened.

 8 Q You talk a bit in your testimony, your direct testimony,

 9 about incentives with respect to standby rates, correct?

10 A Yes.

11 Q In terms of CHP specifically?

12 A Sure.

13 Q You'd agree that having an adequate thermal load is

14 usually an important consideration for a CHP, would you

15 not?

16 A Yeah.

17 Q And you'd agree that a customer's long-term commitment to

18 a specific location is important with respect to CHP,

19 too, right?

20 A I mean generally, yeah, I think on a case-by-case basis

21 there are going to be differences, but sure.

22 Q In other words, a customer's got to want to make the

23 investment in that location, you know, in order to

24 justify the capital expense?

25 A Right.
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 1 Q You make a proposal to discount the distribution rate

 2 associated with the distribution, associated with the

 3 distribution aspects of the Rider 3 charge, correct?

 4 A I do, yes.

 5 Q And just to confirm, there's no underlying analysis or

 6 data specific to DTE Electric costs in your testimony

 7 anywhere here, right?

 8 A No, not in my testimony.  I think that that's something

 9 that's needed, I think that the Company should be

10 requested to conduct a study because I think that several

11 witnesses testify to there's some important differences

12 between the distribution system and allocating power

13 supply capacity costs, for example, and so if a key

14 difference is that the distribution system is far more

15 local, then I think that it is correct to say that the

16 Company should do a study about the cost of service to

17 those local distribution system components.  There's

18 actually a similar study --

19 Q O.K.  Thank you.  Appreciate that.  And just to confirm

20 another thing I think I understand from your direct

21 testimony, you don't disagree that the existing

22 distribution system owned by DTE Electric and the

23 existing generation and capacity owned by DTE Electric

24 were fixed costs, do you?

25 A I don't disagree with that.
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 1 MR. CHRISTINIDIS:  That's all the cross

 2 the Company has, your Honor.  Thank you, Ms. Scripps.

 3 JUDGE WALLACE:  Thank you,

 4 Mr. Christinidis.

 5 Why don't we take 15 minutes now, and

 6 come back if you have any redirect, Mr. Lundgren, so at

 7 11:10.

 8 MR. LUNDGREN:  Very good, your Honor.

 9 JUDGE WALLACE:  Then we'll move on to

10 Mr. Serna.  

11 We are off the record.

12 (At 10:53 a.m., there was a 15-minute recess.)

13 JUDGE WALLACE:  All right.  We're back on

14 the record in Case No. U-20162.  Mr. Lundgren, do you

15 have any redirect?

16 MR. LUNDGREN:  No, your Honor, we do not.

17 JUDGE WALLACE:  Does anyone else have

18 anything further?  If not, thank you, Ms. Scripps, you

19 are excused.

20 THE WITNESS:  Thank you.

21 (The witness was excused.)

22 -  -  - 

23 JUDGE WALLACE:  Off the record for a

24 second.

25 (Brief discussion held off the record.)
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 1 JUDGE WALLACE:  Back on the record.  Mr.

 2 Lundgren.

 3 (Documents were marked for identification by the

 4 Court Reporter as Exhibits EIB-5, EIB-6, and EIB-7.)

 5 -   -   - 

 6 MR. LUNDGREN:  Thank you, your Honor.  At

 7 this time, according to the stipulation of the parties, I

 8 would like to move for the admission of the direct

 9 testimony and exhibits of Laura Sherman on behalf of the

10 Michigan Energy Innovation Business Council and Institute

11 for Energy Innovation, consisting of direct testimony, a

12 cover page and 20 pages of questions and answers, and

13 three exhibits, labeled EIB-5, EIB-6, and EIB-7.

14 JUDGE WALLACE:  Is there any objection to

15 binding in the direct testimony of Ms. Sherman?  Hearing

16 none, the testimony is bound into the record.

17 (Testimony bound in.)

18 -  -  - 

19

20

21

22

23

24

25
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1 
 

Q. State your name, business name and address. 1 

A. My name is Laura Sherman and I am a senior consultant with 5 Lakes Energy LLC, 2 

located at 115 West Allegan, Suite 710, Lansing, Michigan 48933. I am also the Vice 3 

President of Policy Development for the Michigan Energy Innovation Business Council 4 

(“Michigan EIBC”) and the Institute for Energy Innovation (“IEI”). 5 

 6 

Q. On whose behalf are you appearing in this case? 7 

A. I am appearing here as an expert witness on behalf of Michigan EIBC and IEI. 8 

 9 

Q.  Summarize your educational background. 10 

A.  I have a Ph.D. from the University of Michigan Earth and Environmental Sciences 11 

Department, conferred in May 2012. I also have a Bachelor of Science degree in 12 

Geological and Environmental Sciences, conferred in June 2005.  13 

 14 

Q.  Summarize your experience in the field of electric utility regulation. 15 

A.  I have worked at 5 Lakes Energy since February 2017 as a consultant in energy policy 16 

and utility regulation. Since November 2017, I have also served as the Vice President for 17 

Policy Development for the Michigan EIBC and IEI. In that capacity, I have written 18 

testimony in many non-adjudicated dockets before the Michigan Public Service 19 

Commission (“Commission” or "MPSC"). From 2014-2016, I served as an energy policy 20 

advisor to Senator Michael Bennet (D-CO) in the U.S. Senate. In that capacity, I provided 21 

policy expertise, conducted research, developed legislation, and analyzed regulations. 22 

Prior to that, my doctoral (2007-2012) and postdoctoral (2012-2014) research was 23 
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focused on the tracing of pollutants emitted during energy generation. My work 1 

experience is set forth in detail in my résumé, attached as EIB-5 (LSS-1). 2 

 3 

Q.  Summarize your professional development coursework in the field of electric utility 4 

regulation. 5 

A. In August 2017, I completed the EUCI course titled “Optimizing the Interconnection 6 

Process for Renewables & Storage: A National Forum for Addressing Process and 7 

Technical Issues.” In December 2017, I completed the EUCI course titled “The Electric 8 

Vehicle-Utility Industry Nexus.” In January 2018, I completed the EUCI course titled 9 

“Evolution of Electricity Markets: Disruptive Innovation & Economic Impacts: Highly 10 

Interactive Course Designed to Provide A Practical Overview of Evolving U.S. Power 11 

Markets.” 12 

 13 

Q. Have you testified before this Commission or as an expert in any other proceeding? 14 

A. Yes. I previously testified as an expert witness in Case No. U-20134 (Consumers Energy 15 

general rate case) and as an expert witness in Case No. U-20165 (Consumers Energy 16 

Integrated Resource Plan case). 17 

 18 

Q. Have you provided analysis in support of testimony or comments in any other utility 19 

regulatory proceeding? 20 

A. Yes. In my role at Michigan EIBC, from July 2017 through July 2018, I supported and 21 

reviewed filings made on behalf of the Michigan EIBC, the Institute for Energy 22 

Innovation, and Advanced Energy Economy in Commission Case Nos. U-18351 and U-23 
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18352, focused on the creation of voluntary green pricing programs. In March 2018, with 1 

input from Michigan EIBC member companies, I provided comments in Commission 2 

Case No. U-20095, focused on the Public Utility Regulatory Policies Act of 1978 3 

("PURPA") regulations and capacity determinations. In March and April 2018, with input 4 

from Michigan EIBC member companies, I provided comments and reply comments in 5 

Commission Case No. U-18383, focused on the development of a distributed generation 6 

tariff. In June 2018, with input from Michigan EIBC member companies, I provided 7 

comments in Commission Case No. U-18361, focused on the development of new code 8 

of conduct rules. In October 2018, with input from Michigan EIBC member companies, I 9 

provided comments in Commission Case No. U-20147 regarding the Commission Staff 10 

report on distribution system planning. In addition to this work, I have been involved on 11 

behalf of 5 Lakes Energy and the Michigan EIBC in multiple workgroup proceedings at 12 

the Commission, including those focused on the distributed generation tariff, Integrated 13 

Resource Plan requirements, energy waste reduction, and distribution system planning. 14 

 15 

Q.  Summarize your experiences working with advanced energy companies on issues 16 

related to electric utility regulation. 17 

A.  I have served as the Vice President of Policy Development for the Michigan EIBC since 18 

November 2017. In that capacity, I lead the trade organization’s work on regulatory and 19 

legislative issues. As described above, I have participated in many workgroups at the 20 

Commission and written comments in a number of non-adjudicated cases. I also 21 

communicate formally and informally with Michigan EIBC member companies about 22 

each regulatory proceeding to understand how the advanced energy industry is affected 23 
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by each proposed rule or case. This perspective, in addition to my training and education, 1 

enables me to speak with authority in this case on behalf of Michigan EIBC member 2 

companies.  3 

 4 

Q. Are you sponsoring any exhibits?  5 

A. Yes, I am sponsoring the following exhibits: 6 

1. Exhibit EIB-5 (LSS-1): Résumé of Laura Sherman. 7 

2. Exhibit EIB-6 (LSS-2): Affidavit of Mark Hagerty, President of Michigan Solar 8 

Solutions. 9 

3. Exhibit EIB-7 (LSS-3): Affidavit of Robert Rafson, President and Owner of Chart 10 

House Energy. 11 

 12 

Q. What is the purpose of your Direct Testimony? 13 

A. The purpose of my Direct Testimony is to describe, based on my experiences as the Vice 14 

President of Policy with the Michigan EIBC and based on conversations with Michigan 15 

EIBC member companies, the anticipated impact of DTE Electric Company’s (“DTE 16 

Electric” or “Company”) proposed distributed generation tariff on distributed generation 17 

customers and the advanced energy industry in Michigan.  18 

  19 

Distributed Generation Tariff: Outflow 20 

Q. Please describe the distributed generation tariff proposed by DTE Electric. 21 

A. As described by Company witness Philip W. Dennis in his Revised Direct Testimony, 22 

DTE Electric proposes a new distributed generation program Rider (Rider 18) which 23 
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“utilizes an ‘inflow/outflow’ pricing mechanism, with a System Access Contribution 1 

(SAC) charge.”1 The Company proposes that for electricity received from the Company 2 

by the customer (called “inflow’), “the customer will be charged the full retail rate of the 3 

rate schedule the customer is attaching the rider to.”2 The Company proposes that the 4 

customer will receive a credit for electricity produced by the customer and sent onto the 5 

Company’s distribution system (called “outflow”) equal to “the monthly average real-6 

time locational marginal price for energy at the DTE Electric-appropriate load node.”3 7 

The Company indicates that these outflow credits would be used to offset only power 8 

supply charges. 9 

 10 

Q. How does the Company justify the calculation of its proposed outflow credit? 11 

A. Company witness Camilo Serna provides justification for the proposal to value outflow 12 

using the monthly average locational marginal price (“LMP”) for energy. According to 13 

Mr. Serna, “I am not an attorney and don’t propose to offer a legal opinion, but it seems 14 

clear to me that the plain language of these statutory provisions precludes compensating 15 

distributed generation customers for anything other than the statutorily predetermined 16 

value of their generation. Michigan Public Act 342 of 2016, Section 177(4) explicitly 17 

describes one of these two legislatively determined options as the ‘monthly average real-18 

time locational marginal price for energy at the commercial pricing node within the 19 

electric utility’s distribution service territory…’ The legislation also precludes any 20 

                                                            
1 See Revised Direct Testimony of Company witness Philip W. Dennis. Case No. U-20162, filed October 5, 

2018. p. 19. 
 
2 Ibid. 
 
3 Ibid, p. 20. 
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alternative that credits distributed generation customers for transmission or distribution 1 

charges, plainly stating both that ‘… Notwithstanding any law or regulation, distributed 2 

generation customers shall not receive credits for electric utility transmission or 3 

distribution charges…’”4 4 

 5 

Q. How has the Commission previously addressed this specific argument regarding the 6 

value of outflow? 7 

A. The framework for the distributed generation tariff was developed in Case No. U-18383. 8 

The Company made similar arguments regarding its proposal to use LMP to value 9 

customer electricity outflow in that case. In the final Order in Case No. U-18383, issued 10 

on April 18, 2018, the Commission clearly and definitively refuted the Company’s 11 

argument that Section 177(4) requires the use of LMP to value outflow. The Commission 12 

stated that the requirements described in Section 177(4) of P.A. 342 are relevant only to 13 

modified net metering and not to the new distributed generation tariff, which uses the 14 

inflow/outflow methodology. The Commission indicated that although DTE Electric 15 

argued that outflow must be compensated either using LMP or the power supply 16 

component of the full retail rate, “[the] Commission disagrees with this interpretation.”5 17 

According to the Commission, “Section 177 applies only to modified net metering that 18 

continues to exist under the grandfathering provision in Act 342, Section 183 or under the 19 

new DG program (with an added charge to recover the COS [cost of service]).  Section 20 

4 See Direct Testimony of Company witness Camilo Serna. Case No. U-20162, filed July 6, 2018. p. 65. 
(emphasis in original) 

5 MPSC Order, Case No. U-18383, dated April 18, 2018 ("Order U-18383"), p. 13. 
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177 does not apply to any DG billing method, such as the Inflow/Outflow billing 1 

mechanism, that implements a COS based tariff under Act 341, Section 6a(14).”6  2 

 3 

Q. Has the Commission previously addressed whether or not outflow credit can be 4 

applied to reduce distribution and transmission charges? 5 

A. Yes. In a similar manner to that described above, in its final Order in Case No. U-18383, 6 

the Commission determined that a future outflow credit could be used to reduce 7 

distribution and transmission charges and did not need to be limited to only reducing 8 

power supply charges. The Commission stated that “[in] comments, DTE Electric and 9 

Consumers made the argument that any DG credit cannot be used to reduce distribution 10 

or transmission charges.  This is an incorrect interpretation of Section 177(4). … Clearly, 11 

the transmission and distribution exclusion only applies to the modified net metering 12 

formula for calculating credits for the portion of outflow that exceeds inflow.”7  13 

 14 

Q. How do you interpret these previous decisions by the Commission? 15 

Although I am not a lawyer, these explanations appear to be clear and definitive to me. 16 

The Commission determined in Case No. U-18383 that for any future distributed 17 

generation tariff, the value of outflow should not be limited to LMP and that outflow 18 

credits can be used to reduce distribution and transmission charges.  19 

 20 

                                                            
 
6 Ibid, p. 15.  
 
7 Ibid, p. 14.  
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Q. When determining how to value outflow from distributed generation systems, what 1 

should the Company consider? 2 

A. There are many benefits of distributed generation systems that should be included when 3 

determining the appropriate, cost-of-service based compensation for customer electricity 4 

outflow. These benefits include avoided distribution line losses, avoided transmission and 5 

distribution costs, avoided environmental costs, decreased fuel price risk, and reactive 6 

supply and voltage control. When electricity is produced by a distributed generation 7 

system, it will either be used on-site or will flow to the nearest load. As a simple 8 

example, if a homeowner produces more electricity from their rooftop solar panels than is 9 

needed to power their residence, that electricity will flow to the nearest point of load at a 10 

neighbor’s house. As a result, although both residences require access to the distribution 11 

grid, line losses will be reduced (thereby reducing the amount of central power that must 12 

be produced), as will distribution and transmission costs.  13 

 14 

Q. Have you written any reports about the benefits of distributed generation systems? 15 

A. Yes. Along with my colleagues at 5 Lakes Energy, I co-authored a report detailing the 16 

benefits specifically of solar distributed generation systems. The report was released by 17 

IEI in June 2017.8 In the report, we considered previous meta-analyses, which evaluated a 18 

total of more than 40 solar studies across the country, in addition to nine more recent 19 

studies published since 2015. The meta-analyses found that there were many benefits of 20 

8 Institute for Energy Innovation, Solar Energy in Michigan: The Economic Impact of Distributed Generation 
on Non-Solar Customers, 2017.  https://mieibc.org/wp-content/uploads/2018/04/Econ-Impact-non-solar-
summary.pdf.  
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solar distributed generation systems including: avoided distribution system line losses, 1 

avoided transmission and distribution capacity, grid support services, avoided risk of 2 

increased fuel prices, grid reliability and resiliency, environmental and health benefits, 3 

and societal benefits. Although some of these benefits can be more difficult to monetize, 4 

studies conducted across the country have effectively and quantitatively taken them into 5 

consideration.9,10,11,12,13,14,15 DTE Electric should also take these monetizable benefits into 6 

consideration when determining the value of excess outflow electricity produced by 7 

distributed generation systems.  8 

 9 

Q. Does DTE Electric charge different amounts for electricity used at certain times of 10 

the day? 11 

A. Yes. DTE Electric offers dynamic peak pricing for full service residential customers, as 12 

well as full service secondary commercial and industrial customers. This pricing is 13 

9 Muro M, Saha D. Rooftop solar: Net metering is a net benefit, Brookings Institution, 2016. 
https://www.brookings.edu/research/rooftop-solar-net-metering-is-a-net-benefit/. 

10 Weissman G, Fanshaw B., Shining Rewards: The Value of Rooftop Solar Power for Consumers and Society, 
https://environmentamerica.org/sites/environment/files/reports/AME%20ShiningRewards%20Rpt%20Oct16%201.1
.pdf. 

11 Hansen L, Lacy V, Glick D., A Review of Solar PV Benefit & Cost Studies, Electricity Innovation Lab, Rocky 
Mountain Institute, 2013. https://rmi.org/wp-content/uploads/2017/05/RMI_Document_Repository_Public-
Reprts_eLab-DER-Benefit-Cost-Deck_2nd_Edition131015.pdf. 

12 Norris BL, Gruenhagen PM, Grace RC et al., Maine Distributed Solar Valuation Study, Maine Public 
Utilities Commission, 2015. https://www.maine.gov/mpuc/electricity/elect_generation/documents/MainePUCVOS-
ExecutiveSummary.pdf. 

13 Crossborder Energy, The Alliance for Solar Choice, Filing in the Matter of the Arizona Corporation 
Commission's Investigation of Value and Cost of Distributed Generation, Docket No. E-00000J-14-0023, 2016. 
http://images.edocket.azcc.gov/docketpdf/0000168554.pdf.  

14 Price S, Ming Z, Ong A et al., Nevada Net Energy Metering Impacts Evaluation 2016 Update, 2016. 
http://pucweb1.state.nv.us/PDF/AxImages/DOCKETS_2015_THRU_PRESENT/2016-8/14179.pdf. 

15 Xcel Energy, VALUE OF SOLAR Calculation, submitted to Minnesota Public Service Commission: Docket 
No. E002-M-13-867, 2016.  
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detailed in Rate Schedule D1.8 as shown in Exhibit A-16 presented by Company witness 1 

Philip W. Dennis.16 The Company seeks both to increase the service charge for this rate 2 

and seeks recovery for associated costs using the proposed Investment Recovery 3 

Mechanism (“IRM”). As detailed in Exhibit A-16 presented by Company witness Philip 4 

W. Dennis, the D1.8 rate includes three pricing periods: off-peak, mid-peak, and on-peak, 5 

with occasional critical peak hours.17 The residential rate for on-peak electricity is 6 

approximately three times more than the rate for off-peak electricity.  7 

According to DTE Electric’s current residential pricing options18 information, these 8 

periods are:  9 

 Off-peak: 11:00pm to 7:00am Monday through Friday; all day on Saturday,10 

Sunday, and designated holidays11 

 Mid-peak: 7:00am to 3:00pm and 7:00pm to 11:00pm Monday through Friday12 

 On-peak: 3:00pm to 7:00pm Monday through Friday13 

 14 

Q. How does this dynamic pricing relate to the value of outflow? 15 

A. In my opinion, the fact that DTE Electric charges customers more for the power that they 16 

use during peak hours suggests that the electricity delivered to customers during those 17 

hours costs more and is therefore more valuable. It seems, therefore, that electricity 18 

produced by a distributed generation system that could provide some of the power needed 19 

16 See revised Direct Testimony of Company witness Philip W. Dennis. Case No. U-20162, filed October 5, 
2018. Exhibit A-16. 

17 Ibid, Exhibit A-16 and p. 6. 

18 DTE Energy. Residential Pricing Options. https://newlook.dteenergy.com/wps/wcm/connect/23195474-a4d1-
4d38-aa30-a4426fd3336b/WholeHouseRateOptions.pdf?MOD=AJPERES. 
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during those peak hours is more valuable to the utility. The utility already is pricing 1 

electricity according to changes in load due to the added costs of providing additional 2 

energy when demand is at its peak. Distributed generation systems that can produce 3 

power during times when load is high should similarly be afforded additional value. 4 

 5 

Distributed Generation Tariff: Participation 6 

Q. Please describe what the Commission decided in Case No. U-18383 with respect to 7 

participation in any current net energy metering program. 8 

A. In Case No. U-18383, the Commission considered comments from a number of parties 9 

regarding what requirements should be established to ensure that customers are able to 10 

continue to participate in any current net energy metering program until new distributed 11 

generation tariffs are established by the utilities. In that case, Michigan EIBC argued that 12 

participation should not require any action on the part of the utility. This is because the 13 

utility will likely have a self-interest to delay approval of applications until after the 14 

distributed generation tariff is established.  15 

 16 

 In the final Order in Case No. U-18383, the Commission determined that, “under the 17 

interim DG program, a customer will be considered ‘participating’ in the program if the 18 

customer has a completed application pending before the utility prior to the effective date 19 

of the new DG tariff approved in a rate case filed after June 1, 2018.  For DG applications 20 

submitted prior to the effective date of the new DG tariff, the utility shall notify the 21 

applicant within 10 working days from the date the application is submitted whether the 22 

application is complete or deficient.  If complete, the application shall be processed, and 23 
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the customer will be considered enrolled in the utility’s DG program.  If the application is 1 

deemed deficient, the applicant shall be given 60 days from the date of notification by the 2 

utility to cure the deficiency.  If the applicant fails to cure the deficiency, the application 3 

will be considered void.  The Commission also adopts DTE Electric’s recommendation 4 

and requires that any DG applicant must have a completed and approved DG installation 5 

within six months from the date the DG applicant’s application is deemed complete.”19   6 

 7 

Q. How does the Company propose to determine if a customer is eligible to participate 8 

in the current net energy metering program? 9 

A. According to Company witness Camilo Serna, DTE Electric proposes that a customer 10 

must meet three criteria to be eligible for the current net metering program: “1) They 11 

have submitted a complete application to DTE before the new distributed generation 12 

tariff is approved by Commission Order in this rate case; 2) If the application is deemed 13 

deficient by DTE, the deficiencies must be corrected by the effective date of the 14 

Commission Order in this rate case; 3) If the application has been approved pursuant to 15 

the above timing, the customer must have a completed and approved installation within 16 

six months of application approval.”20  17 

 18 

Q. Do you have any concerns with these requirements? 19 

A. Yes. I agree with the Commission and with DTE Electric that a customer must submit an 20 

application to DTE before the new distributed generation tariff is approved by 21 

                                                            
19 Order U-18383, p. 17.  
 
20 See Direct Testimony of Company witness Camilo Serna. Case No. U-20162, filed July 6, 2018. pp. 68-69. 
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Commission Order in this rate case (Case No. U-20162). However, as detailed by the 1 

Commission in Case No. U-18383, it is unreasonable to require that such an application 2 

is “complete” as determined by the Company. For example, it would be possible for DTE 3 

Electric to slightly change the requirements for its interconnection applications, thereby 4 

rendering incoming applications “incomplete.” This would make it impossible for 5 

customers who submit applications close to the time of the issuance of a final Order in 6 

this case to participate in the current net metering program. In addition, this requirement 7 

runs directly counter to the Commission’s Order in Case No. U-18383. 8 

 9 

Q. Do you have any other concerns? 10 

A. Yes. I do not agree with the Company that customers should be required to correct any 11 

deficiencies in their application prior to the Commission Order in this rate case. Instead, 12 

it is critical that customers who submit their applications prior to the final Order in this 13 

rate case are given sufficient time to correct any deficiencies in their applications. As 14 

described above, the Commission ruled in the final Order in U-18383 that applicants 15 

would be given 60 days from the date of notification by the utility to fix any deficiencies 16 

in their application. It is important that customers be afforded this time given that there 17 

may be a need to ask questions of the Company, provide new materials, or make 18 

additional measurements. It is unreasonable to expect that an applicant would be able to 19 

control the timing of any necessary back-and-forth discussion with the Company 20 

regarding deficiencies in their application such that those deficiencies are fixed prior to 21 

the final Order in this rate case.  22 

23 
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Distributed Generation Tariff: Customers 1 

Q. How do you anticipate that the distributed generation tariff proposed by the 2 

Company would impact potential customers? 3 

A. Based on my conversations with business members of the Michigan EIBC, there are 4 

several ways that the distributed generation tariff proposed by the Company would harm 5 

customers. First, it would be much more difficult, if not impossible, for a customer to 6 

determine their return on investment under the proposed distributed generation tariff.  7 

8 

Q. Can you provide an example to illustrate this concern? 9 

A. Yes. Consider two customers with the same overall energy usage but different energy use 10 

profiles. The first customer gets up at 7:00am, works from home all day, eats dinner, 11 

watches television, and goes to bed. The second customer gets up at 5:45am, gets ready 12 

for work, and leaves to work away from home all day. The second customer returns home 13 

at 6:45pm to eat dinner and watch the late news before going to bed. Under the current 14 

net energy metering program, both customers could install the same sized rooftop solar 15 

system (sized to match their identical overall energy needs) and it would be simple to 16 

calculate their expected return on investment. However, under the distributed generation 17 

tariff proposed by the Company, the expected return on investment would be very 18 

difficult to calculate and would be completely different for these two customers. The first 19 

customer would use a large portion of the electricity produced by their rooftop solar 20 

system during the sunny mid-day hours and would send a small portion of the produced 21 

electricity onto the grid. In contrast, the second customer would not use the majority of 22 

the produced electricity on site and would instead send most of it onto the grid. As a 23 
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result, under the distributed generation tariff proposed by the Company, wherein 1 

electricity inflow is valued at the full retail rate and electricity outflow is valued at the 2 

LMP, the first customer would have a much higher expected return on investment and a 3 

shorter payback period than the second customer. It is clear from this example that a 4 

customer’s return on investment under the Company’s proposed distributed generation 5 

tariff relies heavily on that customer’s electricity use profile. This would make it very 6 

difficult for customers to evaluate the expected cost-effectiveness of an investment in 7 

distributed generation and, therefore, difficult to make a financially-informed decision.  8 

 9 

Q. Are there additional ways that you anticipate that the distributed generation tariff 10 

proposed by the Company would impact potential customers? 11 

A. Yes. As is apparent from the above example and based on my conversations with 12 

business members of the Michigan EIBC, the distributed generation tariff proposed by 13 

the Company would create significant confusion and uncertainty among customers. 14 

These specific concerns are detailed in affidavits provided by Mark Hagerty, President of 15 

Michigan Solar Solutions (Exhibit EIB-6 (LSS-2)) and Robert Rafson, President and 16 

Owner of Chart House Energy (Exhibit EIB-7 (LSS-3)). Many customers already find 17 

that their current, existing electric utility bills are difficult to understand. The distributed 18 

generation tariff proposed by the Company would greatly add to and increase this 19 

confusion. According to business members of the Michigan EIBC, companies with 20 

distributed generation clients are already receiving calls from many of their clients who 21 

have heard about the new tariff and are trying to understand how their billing will change 22 

and what it will mean for them financially.  23 
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Q. Are there additional ways that you anticipate that the distributed generation tariff 1 

proposed by the Company would impact potential customers? 2 

A. Yes. I believe that the proposed distributed generation tariff will over-charge customers, 3 

decreasing the cost-effectiveness of distributed generation projects. As described above, 4 

the Company’s proposal to value outflow at the average LMP ignores the Commission’s 5 

Order in Case No. U-18383, ignores the significant benefits and avoided costs provided 6 

by distributed generation, and fails to compensate distributed generation according the 7 

same valuation mechanism used by DTE Electric under its dynamic peak pricing 8 

schedule. In addition to these issues, the new System Access Contribution (“SAC”) 9 

proposed by the Company for distributed generation customers would completely and 10 

unfairly negate the cost-effectiveness of many distributed generation projects. The SAC 11 

essentially creates a demand charge based on the size of the distributed generation system 12 

for those customers. In my opinion, the proposed SAC represents a significant barrier to 13 

the deployment of distributed energy generation. The affidavits provided by Mr. Hagerty 14 

and Mr. Rafson (Exhibit EIB-6 (LSS-2) and Exhibit EIB-7 (LSS-3)) highlight the 15 

concerns that the proposed distributed generation tariff would overcharge customers and 16 

that the proposed increased fees would decrease the cost-effectiveness of distributed 17 

generation projects.   18 

 19 

Q. Can you provide an example to illustrate this concern? 20 

A. Yes. Consider the case of a high school that is a customer of DTE Electric and would like 21 

to install its own rooftop solar system. The school has peak usage during the day when 22 

students are present but low usage on weekends and during the summer. During times of 23 
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low-use, the school’s solar system would generate more electricity than its load 1 

requirements, sending power onto the grid for instantaneous retail use by its nearest 2 

neighbor. If the school were to size its rooftop solar system to fulfill close to 100 percent 3 

of its annual use, the result would be cumulative over-generation on weekends and during 4 

the summer that would equal the load consumed during active days and hours of the 5 

school. In other words, for every kWh used behind-the-meter during the school day, 6 

another kWh would be sent to neighbor(s) via the grid in the evening, on weekends, or 7 

during the summer. Under the Company’s proposed distributed generation tariff, the 8 

school would be charged for any electricity it required from the grid at the full retail rate 9 

and would be credited for any electricity it sends back to the grid at the average LMP. 10 

The utility would immediately be able to sell this excess electricity to the school’s nearest 11 

neighbor at the retail rate. The school would also be charged an additional SAC based on 12 

the size of its system. No matter the time of day or price schedule, the difference between 13 

the retail rate and average LMP is significant. Under the Company’s proposal, the utility, 14 

which made no investment in the distributed generation system, could charge the school’s 15 

neighbor at on-peak rates, while charging the school, which made an independent 16 

investment in the distributed generation system, an additional SAC and crediting it at the 17 

much lower LMP. It is likely that, under the Company’s proposal, the school would not 18 

find it cost-effective to install a rooftop solar system. 19 

 20 

Distributed Generation Tariff: Industry 21 

Q. How do you anticipate that the distributed generation tariff proposed by the 22 

Company would impact the distributed generation industry in Michigan? 23 
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A. There are a number of ways in which I expect that the proposed distributed generation 1 

tariff would harm the distributed generation industry in Michigan. First, because, as 2 

described above, the proposed tariff is likely to decrease the cost-effectiveness of projects 3 

for customers, I expect that demand for new installations of distributed generation 4 

systems will likely decrease if DTE's proposed distributed generation tariff is approved 5 

by the Commission. This decrease in demand will likely be preceded by an increase in 6 

demand for distributed generation installations as net energy metering comes to an end 7 

for DTE Electric customers. In fact, according to business members of the Michigan 8 

EIBC, solar installers are already seeing an increase in customer demand for rooftop solar 9 

installations. These fluctuations in demand create significant workforce challenges for 10 

small businesses. In other words, to meet the current demand, these companies would 11 

need to hire additional employees, but they may not be able to maintain those employees 12 

after the distributed generation tariff is approved. Mr. Hagerty highlights this concern in 13 

his affidavit (Exhibit EIB-6 (LSS-2), describing that “Michigan Solar Solutions expects 14 

that the distributed generation tariff proposed by DTE Electric would negatively impact 15 

business at Michigan Solar Solutions and across the industry due to large swings in 16 

demand before and after the tariff is implemented.”  17 

 18 

 Q. Are there additional ways that you anticipate that the distributed generation tariff 19 

proposed by the Company would impact the distributed generation industry in 20 

Michigan? 21 

A. Yes. I anticipate that the distributed generation tariff proposed by DTE Electric would 22 

result in decreased investment in the distributed generation industry in Michigan. Many 23 
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distributed generation companies have offices, operations, and employees across multiple 1 

states. According to business members of the Michigan EIBC, because the proposed 2 

distributed generation tariff is expected to deter potential customers, companies anticipate 3 

that they may need to shift operations to other states. Such as shift in operations would 4 

not only result in a loss of direct jobs in Michigan, it would also result in a loss of work 5 

for construction crews and electricians, lost indirect jobs, lost business at local hotels and 6 

restaurants, and lost expenditures on fuel and other supplies. According to an affidavit 7 

provided by Mr. Rafson, “Chart House Energy expects that the distributed generation 8 

tariff proposed by DTE Electric would negatively impact business at Chart House Energy 9 

because it would make it very hard to attract new customers, forcing us to shift operations 10 

out of state.” 11 

 12 

Q. What conclusions do you have regarding the distributed generation tariff proposed 13 

by the Company? 14 

A. Based on my knowledge and discussions with business members of the Michigan EIBC, 15 

the distributed generation tariff proposed by DTE Electric would unreasonably over-16 

charge customers both by adding an unjustified SAC and by undervaluing outflow. In 17 

addition, the proposed tariff would be confusing to customers and would make it nearly 18 

impossible to accurately calculate the expected return on investment. As a result, many 19 

potential distributed generation projects would be uneconomical. This is expected to 20 

result in a decrease in customers that would harm the advanced energy industry due to 21 

wide swings in demand, lost jobs, and lost investment in Michigan. 22 

 23 
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Q. Does this conclude your testimony? 1 

A.  Yes. 2 

14182885_2.docx 
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 1 JUDGE WALLACE:  Is there any objection to

 2 admission of Exhibits EIB-5 through 7?  Hearing none,

 3 those exhibits are admitted.

 4 MR. LUNDGREN:  Thank you, your Honor.

 5 JUDGE WALLACE:  And that's everything for

 6 EIBC/IEI, correct?

 7 MR. LUNDGREN:  I believe so.

 8 JUDGE WALLACE:  All right.  Thank you.

 9 MR. CHRISTINIDIS:  Your Honor, the

10 Company would call Camilo Serna to the stand.

11 -   -   - 

12 (Documents were marked for identification by the

13 Court Reporter as Exhibits A-27 Schedule Q1, and

14 A-34 Schedules X1 through X4.)

15 C A M I L O    S E R N A 

16      was called as a witness on behalf of DTE Electric Company 

17 and, having been duly sworn to testify the truth, was 

18 examined and testified as follows: 

19 DIRECT EXAMINATION 

20 BY MR. CHRISTINIDIS: 

21 Q Can you please state your name and business address for

22 the record?

23 A My name is Camilo Serna.  Business address is One Energy

24 Plaza, Detroit.

25 Q And did you cause to be filed with the Commission

    Metro Court Reporters, Inc.   248.360.8865
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 1 qualifications and direct testimony of Camilo Serna,

 2 consisting of a cover sheet and 70 pages of questions and

 3 answers?

 4 A Yes, I did.

 5 Q And you're also supporting today on the stand revised

 6 rebuttal testimony of Camilo Serna, consisting of a cover

 7 sheet and 69 pages of questions and answers, correct?

 8 A Yes.

 9 Q Can you explain the relatively limited changes that you

10 made that are reflected in your revised rebuttal

11 testimony?

12 A Sure.  The change is on my rebuttal page 28.  There is a

13 table.  In the first row, the row that says Installed

14 Costs, the data for the year 2010 should read 7.24

15 instead of 7.84.  And then the number that says

16 64 percent should read 61 percent.  That's it.

17 Q So with those changes then, is that the direct and

18 revised rebuttal testimony you're adopting today on the

19 stand?

20 A Yes.

21 Q And it's correct that you're also sponsoring several

22 exhibits and schedules associated with your direct

23 testimony in this case, correct?

24 A Yes.

25 Q And those direct exhibits and schedules are designated as

    Metro Court Reporters, Inc.   248.360.8865
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 1 Exhibit A-12 Schedule B5.9 consisting of one page,

 2 Exhibit A-16 Schedule F11 also consisting of one page,

 3 and Exhibit A-27 Schedule Q1 consisting of 19 pages.

 4 Correct?

 5 A Yes.

 6 Q Do you have any changes to make to any of those direct

 7 exhibits or schedules?

 8 A No.

 9 Q Are those then the direct exhibits and schedules you're

10 adopting today on the stand?

11 A Yes.

12 Q It's correct that you're also sponsoring a rebuttal

13 exhibit and associated schedules, right?

14 A Yes.

15 Q And that rebuttal exhibit and the associated schedules

16 have been designated as Exhibit A-34 Schedule X1 three

17 pages, X2 seven pages, X3 three pages, X4 one page, and

18 X5 45 pages, correct?

19 A Yes.

20 Q Do you have any changes to make to the rebuttal exhibit

21 or the associated schedules?

22 A No.

23 Q Is that then the rebuttal exhibit and associated

24 schedules you're adopting today on the stand?

25 A Yes.

    Metro Court Reporters, Inc.   248.360.8865
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 1 MR. CHRISTINIDIS:  With that, your Honor,

 2 the Company would move to bind into the record the

 3 qualifications, direct testimony, and revised rebuttal

 4 testimony of Camilo Serna, move the admission of Exhibit

 5 A-12 Schedule D5.9, Exhibit A-16 Schedule F11, Exhibit

 6 A-27 Schedule Q1, and Exhibit A-34 Schedules X1, X2, X3,

 7 X4, and X5, and tenders Mr. Serna for cross-examination.

 8 JUDGE WALLACE:  Is there any objection to

 9 binding in the direct testimony and revised rebuttal

10 testimony of Mr. Serna?

11 Hearing none, the direct testimony and

12 revised rebuttal testimony of Mr. Serna is bound into the

13 record.

14 (Testimony bound in.)

15 -  -  - 

16

17

18

19

20

21

22

23

24

25

    Metro Court Reporters, Inc.   248.360.8865
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Line 
No. 

CS-1 
 

Q. Please state your name, title, business address, and by whom you are employed. 1 

A. Camilo Serna, Vice President of Corporate Strategy, One Energy Plaza, Detroit, 2 

Michigan, 48226. I am employed by DTE Energy Corporate Services, LLC, a 3 

subsidiary of DTE Energy. 4 

 5 

Q. On whose behalf are you testifying? 6 

A. I am testifying on behalf of DTE Electric Company (DTE or the Company). 7 

 8 

Q. What is your education background? 9 

A. I received an Industrial Engineering degree from Universidad de Los Andes in 10 

Bogotá, Colombia in 1995. In addition, I received a Master of Business 11 

Administration from Kellogg School of Management at Northwestern University in 12 

1999. 13 

 14 

Q. What work experience do you have? 15 

A. I joined DTE Energy as Vice President of Corporate Strategy in 2016.  In this role, I 16 

develop and implement key strategic initiatives including the execution of the annual 17 

strategic planning process.  Prior to joining DTE Energy, I was with Eversource 18 

Energy for eight years, most recently as the Vice President of Strategic Planning and 19 

Policy.  Eversource Energy is the leading utility in New England and services 20 

Connecticut, Massachusetts, and New Hampshire.  In this role, I led efforts to 21 

understand market, technology, customer, and policy trends to identify strategic 22 

issues.  Prior to joining Eversource in 2008, I was a leader in Oliver Wyman’s Energy 23 

& Utilities management consulting practice, helping utility and energy companies in 24 

Europe, Latin America, and North America with a wide array of strategic and 25 
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operational challenges. 1 

 2 

Q. Have you ever previously provided testimony? 3 

A. Yes, I sponsored the following testimony in Connecticut:  4 

 Docket #13-06-02, 2013, Yankee Gas for proposed natural gas expansion 5 

plans to comply with Connecticut’s comprehensive energy strategy. 6 

I have also sponsored the following testimony in Massachusetts: 7 

 Docket #16-105,  2016, NSTAR Electric Company d/b/a Eversource Energy 8 

for approval of a request to own, construct and operate solar facilities. 9 
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No. 

CS-3 
 

Q. What is the purpose of your testimony? 1 

A. My testimony has two components: transportation electrification and distributed 2 

generation tariff.  3 

With respect to transportation electrification, the purpose of my testimony is to: 4 

1. Provide an overview of transportation electrification in Michigan; 5 

2. Discuss the importance of the utility’s role in transportation electrification; 6 

3. Provide details on the Company’s proposed electric vehicle (EV) program 7 

(Charging Forward) and its three primary components: (1) Customer Education 8 

and Outreach; (2) Residential Smart Charger Support; and (3) Charging 9 

Infrastructure Enablement;  10 

4. Discuss Charging Forward’s cost estimates and approach for cost recovery; 11 

5. Explain the benefits supporting cost recovery from a utility customer perspective; 12 

and  13 

6. Highlight DTE Electric’s approach to EV program evaluation moving forward. 14 

 15 

 With respect to the distributed generation tariff, the purpose of my testimony is to: 16 

1. Describe the statutory and regulatory framework for the Company’s new distributed 17 

generation tariff under Public Acts 341 and 342;   18 

2. Describe the role of the grid supporting distributed generation customers; 19 

3. Highlight the need to follow cost of service principles for a new distributed 20 

generation tariff; 21 

4. Provide details on the overall structure of the filed new distributed generation 22 

tariff and the key components of the Company’s filed tariff, including: 23 

a. Overview and structure of the tariff mechanism 24 

b. Cost-based volumetric inflow pricing 25 
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c. Cost-based System Access Contribution 1 

d. Cost-based outflow credit compensation 2 

e. Technical and administrative implementation 3 

 4 

Q. Are you sponsoring any exhibits in this proceeding? 5 

A. Yes. I am sponsoring the following exhibits: 6 

Exhibit Schedule Description 7 

A-12 B5.9 Charging Forward Cost Details 8 

 A-16 F11 Distributed Generation Maximum Hourly Average Peak 9 

A-27 Q1  Letters of Support for the Charging Forward program 10 

 11 

Q. Were the exhibits prepared by you or under your direction? 12 

A. Exhibits A-12 and A-16 were prepared under my direction, and Exhibit A-27 are 13 

expressions of support from interested stakeholders. 14 

 15 

Transportation Electrification 16 

Q. What are the key categories of transportation electrification? 17 

A. The key categories of transportation electrification include on-road transportation 18 

(e.g., light-, medium-, and heavy-duty vehicles) and off-road transportation (e.g., 19 

forklifts, airport ground support equipment, seaport equipment, etc.).  The Charging 20 

Forward program focuses on the advancement of on-road transportation 21 

electrification. 22 
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Q. What do you define as an EV? 1 

A. For the purposes of this testimony, EVs include all-battery EVs (BEVs)1 and plug-in 2 

hybrid EVs (PHEVs).2 3 

 4 

Q. What are the dynamics for EVs in today’s market? 5 

A. Improvements in lithium-ion battery technology have helped cut production costs and 6 

increase the range on EV models.  Additionally, in response to global policies 7 

regarding internal combustion engine (ICE) vehicles, automakers are investing 8 

heavily in the development of new EV models.  Examples of recent announcements 9 

as of May 2018 according to Bloomberg New Energy Finance (BNEF) include:3 10 

 BMW 47 EV models by 2025 11 

 Daimler 10 EV models by 2022 12 

 Ford 28 EV models by 2022 13 

 General Motors 20 EV models by 2023 14 

 Hyundai-Kia 23 EV models by 2025 15 

 Renault-Nissan-Mitsubishi 12 EV models by 2022 16 

 Toyota 10 EV models by early 2020s 17 

 VW Group 80 EV models by 2025 18 

 19 

Q. What are the national trends in terms of EV adoption? 20 

A. Approximately 800,000 EVs have been sold in the United States (US) and ~200,000 21 

of those were sold last year.4  2017 EV sales grew ~23% over 2016 EV sales, despite 22 

                                            
1 Battery Electric Vehicles (BEVs) use only electricity stored in a battery pack to power an electric motor 
2 Plug-in Hybrid Vehicles (PHEVs) are like BEVs but also have an internal combustion engine fueled by 

gasoline, which can power the vehicle 
3 “Long Term Electric Vehicle Outlook 2018” - Bloomberg New Energy Finance  
4 Bloomberg New Energy Finance, https://insideevs.com/monthly-plug-in-sales-scorecard/ 
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the US auto industry’s overall sales dropping by ~2% in the same period.5  In fact, 1 

US EV monthly sales have risen year-over-year for 31 consecutive months,6 and 2 

adoption forecasts continue to be adjusted upwards.  Currently, BNEF forecasts EVs 3 

to be approximately one-third of new light-duty vehicle sales by 2030 and almost 4 

two-thirds of new vehicle sales by 2040 as shown in the table below:7 5 

 6 

 7 

 8 

 This rapid adoption is anticipated due to lower EV prices in combination with 9 

converging trends of autonomy and shared mobility, which will likely have an 10 

electric future.  PHEV sales are expected to play an important role in EV adoption 11 

from now to 2025, but the engineering complexity and dual powertrains of PHEVs 12 

make BEVs likely to be more attractive in the long-run.  Therefore, BNEF predicts 13 

BEVs will take over and account for most EV sales after 2025. 14 

 15 

Q. How many EVs are currently registered in Michigan and the Company’s 16 

territory? 17 

A. As of February 2018, there were 15,300 EVs sold in Michigan, and DTE estimates 18 

that ~70% of them (or ~10,500) are in the Company’s electric service territory.8  19 

                                            
5 Bloomberg New Energy Finance, https://www.usatoday.com/story/money/cars/2018/01/03/u-s-auto-sales-
record-streak-likely-snapped-2017/999182001/ 
6 https://insideevs.com/monthly-plug-in-sales-scorecard/ 
7 “Long Term Electric Vehicle Outlook 2018” - Bloomberg New Energy Finance, “Plug-in Electric Vehicle 
Sales Forecast Through 2025 and the Charging Infrastructure Required” Edison Electric Institute 
8 https://autoalliance.org/energy-environment/advanced-technology-vehicle-sales-dashboard/ 

Year 2017 2025 2030 2040 

Approximate Percent of New Sales 1% 7% 35% 64% 
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Q. How does this compare to other states? 1 

A. As of December 2017, Michigan ranked 10th in the nation for EV volume and 16th in 2 

the nation for EVs per Capita as shown in the table below:9  3 

 4 

                                            
9 https://autoalliance.org/energy-environment/advanced-technology-vehicle-sales-dashboard/ 

Geographic 
Area 

 2016 
Census  

 EV 
Volume  

Rank -  
EV 

Volume 

EV per 
Capita 

Rank -  
EV per 
Capita 

California 39,250,017 369,626 1 0.94% 1 
New York 19,745,289  32,082 2 0.16% 15 

Washington 7,288,000  29,989 3 0.41% 3 
Georgia 10,310,371  28,444 4 0.28% 6 
Florida 20,612,439  27,870 5 0.14% 20 
Texas 27,862,596  23,781 6 0.09% 28 

New Jersey 8,944,469  17,576 7 0.20% 12 
Oregon 4,093,465  16,044 8 0.39% 5 
Illinois 12,801,539  15,643 9 0.12% 24 

Michigan 9,928,300  15,300 10 0.15% 16 
Massachusetts 6,811,779  14,462 11 0.21% 10 

Colorado 5,540,545  13,263 12 0.24% 8 
Maryland 6,016,447  12,186 14 0.20% 11 
Arizona 6,931,071  11,432 15 0.16% 14 

Connecticut 3,576,452  7,826 19 0.22% 9 
Hawaii 1,428,557  7,560 20 0.53% 2 

Vermont 624,594  2,566 28 0.41% 4 
New Hampshire 1,334,795  2,353 30 0.18% 13 

District of Columbia 681,170  1,660 36 0.24% 7 
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Q. What is the future demand for EVs in Michigan? 1 

A. DTE applied two industry expert national forecasts to Michigan’s current EV volume 2 

to create two adoption scenarios for the state (Base Forecast and Accelerated 3 

Forecast) as shown in the graph below:10 4 

 5 

Q. What are the key elements that will determine future EV penetration? 6 

A. Key elements impacting EV penetration in the future include: 7 

 The upfront purchase price compared to a similar ICE vehicle.  Price parity will 8 

help to grow EV adoption; 9 

 The availability and range of EV models.  More available EV models and longer 10 

electric ranges will help to increase EV penetration; 11 

 Awareness of available EVs, their operation and features, and their lifetime 12 

economic and environmental benefits.  Greater EV awareness among potential 13 

buyers will help to improve EV sales; and 14 

 Availability of public charging infrastructure along corridors and within 15 

communities.  More public charging infrastructure availability will help to 16 

increase EV adoption. 17 

                                            
10 “Long Term Electric Vehicle Outlook 2018” - Bloomberg New Energy Finance, “Plug-in Electric 
Vehicle Sales Forecast Through 2025 and the Charging Infrastructure Required” Edison Electric Institute 
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Q. What trends do you see in terms of reducing the purchase price of an EV? 1 

A. The upfront EV purchase price is largely determined by lithium-ion battery costs, 2 

which have fallen ~80% since 2011 and are expected to drop another ~50% by 2025.  3 

Because of this, EVs are expected to reach upfront price parity with their traditional 4 

gasoline counterparts in the mid-2020s.11 5 

 6 

Q. What do you see in terms of EV availability and range? 7 

A. As I have already noted, there are numerous new EV models coming to market in the 8 

next few years.  Due to increased density of lithium-ion batteries, the average range 9 

of BEVs is expected to grow from ~150 miles in 2017 to ~200 miles in 202112 and 10 

available EV model sizes will also increase.  Almost 50% of EV model launches are 11 

in the sport utility vehicle (SUV) category, significantly increasing the availability of 12 

EV models across vehicle segments.13  In combination with declining costs, DTE 13 

believes these factors will likely accelerate demand for EVs in Michigan in the 14 

coming years. 15 

 16 

Q. What is the customer education and awareness challenge? 17 

A. At the Michigan EV Convening by Michigan Energy Innovation Business Council in 18 

March, several EV educational challenges were identified, including lack of 19 

familiarity of available EV models, unfounded fears about EV performance, 20 

confusion around EV policies and incentives, and misconceptions about operational 21 

savings.  With the onset of longer-range, more affordable EVs coming to market, 22 

                                            
11 “When Will Electric Vehicles Be Cheaper Than Conventional Vehicles” - Bloomberg New Energy 
Finance 
12 “What are the most effective incentives / triggers for increasing electric vehicle sales?” - Electric Power 
Research Institute 
13 “Automotive Manufacturers’ Electrification Strategies” - Bloomberg New Energy Finance 
 

3548



C. SERNA 
Line U-20162 
No. 

CS - 10 

successful adoption of these models will be dependent on awareness of their 1 

operation, features, and lifetime benefits.  However, per a 2016 survey, ~60% of 2 

consumers felt they did not know enough about EVs to be able to purchase one.14  In 3 

addition, per a 2017 survey, ~70% of respondents could not even correctly name an 4 

EV model.15  In-person exposure to EVs is another contributing factor to a 5 

consumer’s purchasing decision, but in Michigan, only ~15% of residents have ever 6 

driven or been in an EV.16  Because of that, there could be significant latent demand 7 

existing in the market today that cannot be realized without a concerted EV education 8 

and awareness campaign. 9 

 10 

Q. What charging infrastructure exists today in Michigan? 11 

A. Charging infrastructure can be grouped into 3 primary categories: 12 

1) Level 1 (L1) - 120-volt, alternating current (AC) power.  Most EVs come 13 

equipped with an L1 cord set, and drivers can typically plug into a standard 120-14 

V, 3-prong outlet.  L1 chargers provide about 2 to 5 miles of electric range per 15 

hour of charging, so they are most useful in long-duration / overnight settings 16 

(e.g., single family home, multi-unit dwellings, hotels, and airports).  For EVs 17 

with longer ranges, L1 is not able to provide a full charge overnight.  Given the 18 

ubiquitous nature of 120-V, 3 prong outlets, there is currently no publicly 19 

available estimate of how many L1 outlets are used by EVs in Michigan. 20 

2) Level 2 (L2) - 240-volt, AC power.  L2 chargers are typically mounted on 21 

a wall or pedestal and provide about 10 to 20 miles of electric range per hour of 22 

charging (depending on the EV charging capability and power supplying the L2).  23 

                                            
14 AltmanVilandrie&Company Connected Cars Survey, 2016, n=2,557 
15 Ken Kurani, UC Davis (via Enervee) 
16 PEV Consumer Survey, Michigan, Navigant 2017 
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As battery capacity continues to increase, L2s are preferred over L1s to enable 1 

faster overnight charging.  They are also useful in public, commercial locations 2 

for “topping off” (e.g., at restaurants, movie theaters, shopping centers, 3 

entertainment venues, etc.), even for the longer-range EVs.  L2 chargers can have 4 

2 ports which can be used simultaneously by EV drivers.  There are currently 5 

~700 public L2 ports in Michigan.17 6 

3) Direct Current Fast Charger (DCFC) – DCFCs convert AC to DC and deliver a 7 

charge to the vehicle at higher power.  DCFCs provide about 150 to 210 miles of 8 

range per hour of charging and can be used with most BEVs but not with most 9 

PHEVs.  They are most useful along highway corridors and in urban, short-term 10 

parking locations.  Where available, DCFC stations enable BEVs to be operated 11 

more like an ICE vehicle.  The current standard for DCFC is 50 kilowatts (kW), 12 

but 150 kW charging standards are in progress and near completion.  Chargers 13 

powered as high as 400 kW are also in development.  DCFC ports are either the 14 

Society of Automotive Engineers (SAE) standard Combined Charging System 15 

(CCS, used by American and European EV models), CHAdeMO (used by 16 

Japanese models), or Tesla Superchargers.  “Dual-port” DCFC chargers are 17 

typically referring to those with both CCS and CHAdeMO ports, but only one of 18 

the ports can be used at a time.  There are currently 11 public dual-port DCFC 19 

chargers in Michigan.18 20 

                                            
17 Alternative Fuels Data Center as of 5/24/18 (excluding Tesla and dealerships) 
18 Alternative Fuels Data Center as of 5/24/18  
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Q. What is the status of infrastructure deployment in DTE’s electric service 1 

territory?  2 

A. In the Michigan Public Service Commission (MPSC) Order U-18368 dated October 3 

25, 2017 summarizing the August 2017 technical conference, it is stated that the 4 

automotive panel “expressed a need to work together to mitigate range anxiety by 5 

constructing additional charging stations […].  The automakers stressed that the lack 6 

of charging stations has been an impediment to increased EV adoption and urgently 7 

called for a solution.  They provided a summary of their fundamental decision that 8 

charging infrastructure should not be borne in the cost of the vehicle, but needs to be 9 

funded and constructed by other entities.”  A broad group of stakeholders19 filed 10 

comments U-18368 on November 17, 2017 (joint comments) stating “the private 11 

investment committed to deploy charging equipment and services in Michigan is not 12 

enough to close the infrastructure gap across the state (especially in underserved 13 

markets including multi-unit dwellings), so public and utility investments should be 14 

utilized to complement private funding sources to establish a foundational charging 15 

infrastructure in Michigan.”  It is likely too early to define a precise ratio, but Electric 16 

Power Research Institute (EPRI) and National Renewable Energy Laboratory 17 

(NREL) released reports with recommendations for public charging infrastructure 18 

based on volume of EVs.  Although the amount of charging infrastructure needed to 19 

support EV adoption varies by source, both reports suggest there is still much 20 

investment needed, assuming ~10,500 EVs in DTE’s electric service territory today 21 

as shown in the table below:  22 

 23 

                                            
19 Joint Comments of DTE Electric Company, Actia, Advanced Energy Economy, The Alliance for 
Transportation Electrification, Clean Fuels Michigan, Consumers Energy Company, The Ecology Center, 
Edison Electric Institute, Ford Motor Company, General Motors, Greenlots, Michigan Electric and Gas 
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Public L2 Ports Public DCFC Chargers 

EPRI Recommendation20 ~3,600 ~55 

NREL 2016 Recommendation21 ~2,300 ~5 

NREL 2017 Recommendation22 ~800 ~45 

Actual in DTE Electric Territory23 416 11 

Average Gap Today ~1,800 ~25 

 1 

 The “actual” stations today are being deployed on an ad-hoc basis without a 2 

coordinated effort or agency.  In addition, the non-Tesla DCFC stations currently in 3 

Michigan offer no redundancy, meaning there is only one charger available at a site.  4 

If the charger is already in-use or not functioning properly, then an EV driver will be 5 

unable to charge.  Not only is this inconvenient, but it leaves the customer with a 6 

negative experience and lower confidence in EV technology.  Finally, the gap 7 

between actual and recommended charging infrastructure will only compound as 8 

adoption continues to grow at an increased rate, since the charger recommendations 9 

are on a per EV-basis. 10 

 11 

Q.  Why is a robust charging network needed for increased EV adoption? 12 

A. Consumers need to feel confident that fueling options are available to them to 13 

consider purchasing an EV.  For example, 27% of survey responders felt they knew 14 

enough about EVs, but they still would not buy one, citing a lack of charging stations 15 

as the primary factor in their decision.24  DCFCs are critical to reduce range anxiety 16 

                                            
Association, Michigan Energy Innovation Business Council, Michigan Environmental Council, Michigan 
League of Conservation Voters, Natural Resources Defense Council, Phoenix Contact, Siemens, and Sierra 
Club 
20 https://www.epri.com/#/pages/product/000000003002004096/ 
21 http://www.nrel.gov/docs/fy17osti/66980.pdf 
22 https://www.nrel.gov/docs/fy17osti/69031.pdf 
23 Alternative Fuels Data Center as of 5/24/18 (excluding Tesla and dealerships) 
24 AltmanVilandrie&Company Connected Cars Survey, 2016, n=2,557 
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and make EVs viable for consumers with long-distance road trips or without access 1 

to chargers overnight. 65% of potential EV owners indicated they would be 2 

significantly more attracted to a BEV model if they had access to a nationwide 3 

network of fast chargers.25  Similarly, Level 2 charging is important for “topping off” 4 

and increasing the electric vehicle miles traveled (eVMT).  Therefore, without a 5 

robust Level 2 and DCFC network to give consumers the confidence they need, EV 6 

adoption could remain low. Low EV adoption discourages charging station 7 

deployment due to the capital investment required from EV charging station owner-8 

operators (site hosts), so the problem is perpetuated. 9 

 10 

Utility’s Role in the Electrification of the Transportation Sector 11 

Q. Why is the overall electrification of the transportation sector beneficial to DTE’s 12 

customers? 13 

A. The electrification of the transportation sector promises significant benefits to the 14 

energy grid, its customers, and the public at large.  Individual customers that switch 15 

from ICE vehicles can save ~$630 per year on fuel and maintenance.26  The 16 

environment can benefit by reducing carbon emissions by ~45-60% today and ~10% 17 

more by 2030 as DTE shifts its generation portfolio toward low and no carbon 18 

sources.27  Transportation electrification can also improve particulate matter air 19 

pollution, particularly in Southeast Michigan.  For example, the Detroit-Warren-Ann 20 

Arbor region is ranked 14th highest in the country for annual particle pollution out of 21 

187 metropolitan areas.28  EVs also present an important element of economic 22 

                                            
25 CleanTechnica Survey, 2015, n=1,198 
26 http://www.umich.edu/~umtriswt/PDF/SWT-2018-1_Abstract_English.pdf 
27 https://www.afdc.energy.gov/vehicles/electric_emissions.php; assuming coal retirements and renewables 
generation are on track, is replaced with gas 
28 http://www.lung.org/our-initiatives/healthy-air/sota/city-rankings/msas/detroit-warren-ann-arbor-
mi.html#pmann 
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development opportunity in Southeast Michigan given the significant presence of 1 

automakers and their suppliers.  In addition, a transition to electricity as a “fuel” can 2 

provide the United States with greater energy independence since an EV displaces 3 

~500 gallons of fossil fuel annually.29  Finally, the broad utility customer base can 4 

benefit from the additional load added to the system if it does not trigger significant 5 

utility infrastructure investments.  Since EV load is a relatively flexible load, there is 6 

an opportunity to implement managed charging programs like demand response (DR) 7 

in the future to further balance generation needs during critical peak times.  While 8 

the load is relatively small, the utility can learn about consumer charging behavior, 9 

charging station utilization, and impact on the distribution system to effectively and 10 

efficiently integrate the load at greater levels of adoption in a reasonable and efficient 11 

manner that benefits the distribution system. 12 

 13 

Q. Can you explain, in more detail, how growth in EV sales can help all utility 14 

customers? 15 

A. Currently, most EV charging takes place overnight at home, effectively utilizing 16 

distribution and generation capacity during low load periods.  It is from this improved 17 

load factor that utility customers would benefit; increased EV adoption puts 18 

downward pressure on rates by spreading utility fixed costs over a greater volume of 19 

sales.  In an era of flat or declining electric sales growth, this increased load from 20 

electric transportation provides affordability benefits to the utility customer base.  21 

Details of the expected affordability benefits EV sales provide toward DTE Electric’s 22 

generation and distribution system fixed costs are explained further in the “Program 23 

Benefits and Evaluation” section below.   24 

                                            
29 Assuming an average gas mileage of ~24 miles per gallon for different car segments 
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Another benefit of overnight charging is integration with renewable resources: 1 

Pacific Northwest National Laboratory found that EVs charging at night will increase 2 

renewable wind use, when average wind generation is highest for those areas with 3 

high wind penetration.30  Lastly, given that EVs are intelligent storage assets, the 4 

electrification of transportation will continue to build a significant resource for 5 

distribution services over time.  For example, in the long-run, EVs may provide 6 

additional DR services and assist with the integration of renewable energy resources 7 

by optimizing customer charging patterns during periods of low demand or high 8 

renewable generation. 9 

 10 

Q. What are the key roles for utility involvement? 11 

A. DTE believes there are three key roles for utility involvement in the EV space: 12 

1) Grid integration and interaction: Utilities, like DTE, need to integrate EV 13 

infrastructure in a manner that mediates system capabilities, costs, and future 14 

growth while maximizing system benefits;  15 

2) Education and awareness: Electric companies can leverage established customer 16 

relationships to develop an informed market and grow customer confidence in 17 

EV technology; and 18 

3) Charging infrastructure: Accelerating the deployment of infrastructure is 19 

necessary to enable increased adoption of EVs and produce system benefits, so it 20 

is critical to appropriately leverage multiple funding sources, inclusive of utility 21 

investment, in a manner that complements a robust EV charging market. 22 

                                            
30 https://www.pnnl.gov/main/publications/external/technical_reports/PNNL-20501.pdf 
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Q. How do EVs interact with the distribution system?  1 

A. EV load today is small compared to overall load, and it is unique in that it can be 2 

managed to shift to off-peak periods with minimal impact to the driver.  Time-of-use 3 

(TOU) rates and DR programs have proven to mitigate EV load during peak demand 4 

periods because of the programming capabilities of both EVs and chargers.  In 5 

California, with more than 200,000 EVs on the road as of December 2016, the costs 6 

associated with integrating the EV load have been very low (less than 0.2% of EVs 7 

have required a service line and / or distribution system upgrade).31 However, the 8 

immediate demand of a single EV can be comparable to that of an entire home, which 9 

can result in distribution system impacts if not properly managed.   10 

 11 

Q.  What has DTE done to better understand EV load?  12 

A.  Based on a study DTE performed in 2011, when EV charging occurs off-peak, it 13 

would take ~25% EV penetration before any of DTE’s current distribution system 14 

would see disturbances.  Even then, less than ~5% of transformers would be 15 

overloaded.  Although this study is outdated since it assumes much lower charging 16 

rates than what is currently available today, the Company believes it is still 17 

directionally correct.  As EV adoption continues to grow, the Company will consider 18 

updating this study.  Current efforts to better understand EV load include DTE’s 19 

Energy Forecasting group attending EV industry conferences and meetings in 20 

addition to interacting with the Electric Marketing group to understand key market 21 

trends and adjust the residential load forecast as applicable.  Additionally, the 22 

Distribution Operations group is working to develop equipment standards for 23 

charging infrastructure to facilitate the process of installation.   24 

                                            
31 From California’s Joint IOU Electric Vehicle Load Research Report filed on 12/30/2016   
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Q. What has DTE done to manage vehicle charging? 1 

A. DTE has offered an EV TOU rate since 2010, with reduced, off-peak charging rates 2 

available between 11 pm and 9 am.  The Company’s analysis has found that 3 

customers on the flat fee option32 charge during on-peak hours ~75% of the time 4 

versus ~30% of the time for those on the TOU option.  Thus, the Company has 5 

concluded that the optional EV TOU rate properly incentivizes behavior and shifts 6 

EV charging to off-peak hours.  Because enrollment in the EV TOU rate is hindered 7 

by the requirement of a second meter, the Company’s Electric Marketing team also 8 

promotes the whole-home TOU rate as an EV-friendly option for customers.   9 

 10 

Q. What has been DTE’s experience with EV charging infrastructure and what 11 

does the Company plan to do in the near future? 12 

A. To boost enrollment in the Company’s experimental EV TOU rate approved in 2010 13 

and learn more about residential charging behavior, an incentive program of $2,500 14 

was offered to offset the purchase and installation costs of a Level 2 charging station.  15 

From 2011 to 2014, DTE received over 2,700 applications and fully subscribed the 16 

program by installing over 2,400 Level 2 residential chargers.  In addition, the 17 

Company has supported the installation of non-residential EV charging infrastructure 18 

in DTE’s electric service territory to date.  Currently, the Company is also in the 19 

process of developing and installing three DCFC stations in Southeast Michigan in 20 

2018 to gain expertise and learn more about the market.  These three DCFC pilots 21 

include an Ann Arbor charging showcase in Kerrytown, a downtown Detroit charging 22 

showcase in Capitol Park, and a highway corridor station powered by battery storage. 23 

                                            
32 The monthly flat fee is $46.28 per month regardless of usage and limited to 250 customers 
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Q. What technical elements does DTE plan to test / pilot and what are the targeted 1 

learnings from its proposed program? 2 

A. The series of pilots that DTE launched in 2018 will be complemented by the proposed 3 

program.  The combination of the pilots and the program will provide DTE a series 4 

of additional technical learnings that will inform future activities.  A brief description 5 

of the key technical tests and learnings to be gathered from the pilots and program 6 

are as follows: 7 

 Extreme fast charging: DTE is supporting Delta Electronics in their DOE grant 8 

award to test and develop extreme fast charging up to 400 kW.  Being involved 9 

in this project provides the opportunity for DTE to evaluate the impact to a 10 

distribution circuit when a high-powered charger cycles on and off, including 11 

loading, voltage, harmonic, and power quality concerns.  It will also allow DTE 12 

to evaluate the effect of different charging ramp rates and how these can be 13 

adjusted to mitigate power quality metrics.  The results from these technical 14 

evaluations will ultimately enable the Company to quantify the potential 15 

characteristics of a charger installation on various circuits and develop the 16 

necessary planning standards to support it; 17 

 DR: DTE is currently discussing possible DR pilot options with Ford to better 18 

understand the potential value of delayed and interrupted charging and the most 19 

practical applications.  More specifically, the Company is looking to test 20 

customer interest in DR programs through curtailment of the vehicle and direct 21 

acceptance (or override) of a control signal.  By messaging directly to customers 22 

via the MyFord app in DR events, DTE can get actual consumer level data on 23 

load and participation before, during, and after events.  Additional insights will 24 

be derived from the charging profiles of the participants and their vehicles to 25 
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determine the appropriate rate design and incentive for participation in a long-1 

term program; and 2 

 Battery storage: DTE is planning to install a corridor fast charging station 3 

powered by battery storage within the next year.  This will allow the company to 4 

analyze fast charging discharge and low power recharge to determine long-term 5 

impacts on both the battery and chargers.  The results of this pilot will enable the 6 

Company to discern where it makes economic and technological sense to deploy 7 

battery storage versus distribution upgrades to support charging infrastructure 8 

deployment.  Furthermore, it will give us the analytical capability to determine 9 

the battery size required to support a given charging demand. 10 

All of these learnings will directly support the implementation of the larger EV 11 

program, Charging Forward, in the following ways: 12 

 It will ultimately supply additional data points to refine and confirm initial 13 

engineering standards and circuit impacts; and 14 

 The Company’s improved understanding of higher powered EV charging impacts 15 

on circuits can then be used by Distribution Operations planning and engineering 16 

groups to begin to build-in charging infrastructure impacts into their long-term 17 

infrastructure planning.   18 

 19 

Q. Why is utility involvement important to increase EV awareness? 20 

A. In a January 2018 survey, 68% of respondents believed utilities should help them 21 

understand EV benefits, but only 19% of those polled felt their energy provider is 22 

doing enough.33  Utilities can drive awareness by bringing clarity to the above-23 

mentioned educational gaps, especially around electric pricing plans and operational 24 

                                            
33 https://blog.enervee.com/revving-up-the-ev-market-8c90d21610f0, n=200 from CA, FL, MA, and NY 
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savings opportunities (i.e., fuel and maintenance savings). 1 

 2 

Q. What has DTE been doing on customer education and awareness? 3 

A. DTE has significantly increased its sense of urgency surrounding EV education and 4 

awareness, which Company Witness Mr. Clinton explains in more detail in his direct 5 

testimony.    6 

 7 

Q. What customer behavior elements does DTE plan to test with the Charging 8 

Forward EV program and what are the targeted learnings? 9 

A. There are several key customer behavior elements that the Company plans to test 10 

throughout the Charging Forward program, including: 11 

 Customer awareness: Though it will primarily be tracked through customer 12 

surveys, each campaign’s effectiveness will also be measured by appropriate 13 

quantitative marketing metrics like “open” rates, “click-through” rates, and time 14 

spent on the website.  Other qualitative measures might include customer 15 

satisfaction verbatims and feedback from EV dealers regarding customer 16 

interactions;   17 

 Charging behavior: Site hosts sharing the charging utilization data and the 18 

residential rebate program will enable DTE to refine its charging pattern estimates 19 

including hour of the day and location of charging.  Understanding where and 20 

when the load occurs will allow the Company to more effectively manage 21 

charging to shift the load to off-peak hours and benefit the distribution system; 22 

 EV purchase funnel: DTE will improve its understanding of the EV purchase 23 

decision funnel through continued relationships with dealerships, customer 24 

surveys, and focus groups.  Using this knowledge will enable the Company to 25 
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effectively and efficiently adapt messaging to various customer segments 1 

depending on where they are in the purchase funnel; and 2 

 Site host interest: DTE is currently working to understand the existing appetite in 3 

the market for commercial customers to add EV charging to their properties, and 4 

the EV program will enable the marketing team to convert their learnings into 5 

actionable infrastructure deployments.  Furthermore, by working with various 6 

types of site hosts and their preferred charging equipment – in combination with 7 

understanding customer charging behavior as mentioned above – DTE will be 8 

able to provide better guidance on the recommended charging equipment power 9 

level and mix for each type of site host.   10 

 11 

Q. Moving forward, how do you think DTE can efficiently and effectively help 12 

advance the adoption of EVs? 13 

A. Utilities can help address two of the primary barriers to EV adoption: lack of EV 14 

awareness and ad-hoc and deficient infrastructure deployment.  DTE can help raise 15 

awareness of available EVs while educating customers on their associated benefits.  16 

The Company can also help bridge the gap of deploying charging infrastructure in 17 

the near-term to increase EV adoption in the long-term.  Finally, DTE can integrate 18 

EV load into the grid in an efficient and cost-effective manner to help ensure the 19 

benefits of this increased load accrue to the system. 20 

 21 

EV Program Overview 22 

Q. Why is DTE proposing the Charging Forward program in this rate case? 23 

A. Michigan is the automotive capital of the world with more than 70% of the country’s 24 

automotive research and development spending.  The state’s 91 education and 25 
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training institutions offer over 650 automotive-based degrees and programs to feed 1 

top talent into the automotive industry.34  DTE has performed an analysis of the EV 2 

market in Michigan, and this analysis highlights that EVs can provide the system 3 

benefits outlined above.  Despite the state’s automotive leadership position, adoption 4 

of EVs in Michigan lags that of other states, inhibiting the benefits on the DTE 5 

electric system.  DTE has been a leader in cost-effectively integrating EVs into its 6 

system, and this work will continue and be refined over time.  To advance the benefits 7 

of transportation electrification to the public, DTE believes the Charging Forward 8 

program is needed to address the two key challenges identified: (1) lack of EV 9 

awareness and (2) ad-hoc and deficient infrastructure deployment.  To that end, DTE 10 

developed the Charging Forward program under the following four guiding 11 

principles: 12 

 Help customers realize the benefits of EVs; 13 

 Efficiently integrate EV load with the DTE Electric distribution system; 14 

 Reduce barriers to adoption; and  15 

 Participate in infrastructure deployment through thoughtful partnerships. 16 

  17 

 By adhering to these principles in the program design, DTE believes Charging 18 

Forward is a sustainable program that is both dynamic and flexible enough to be 19 

quickly scaled up or down to react to market developments. 20 

                                            
34 https://www.michiganbusiness.org/cm/files/Auto-Strategic-Plan.pdf 
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Q. What are the components of the Charging Forward program? 1 

A. The three primary components of the Charging Forward program include: 2 

1. Customer Education and Outreach; 3 

2. Residential Smart Charger Support; and 4 

3. Charging Infrastructure Enablement. 5 

 6 

Q. How do the proposed components address the challenges faced by the EV 7 

market today? 8 

A. Increasing customer education and outreach will raise awareness of available EV 9 

models and their lifetime benefits so customers in the market for a vehicle can make 10 

an informed decision.  Supporting residential smart chargers will increase enrollment 11 

in the optional TOU rates available, helping to ensure charging is primarily 12 

accomplished off-peak which produces the system benefits described above.  13 

Enabling charging infrastructure will reduce site host capital costs and help bridge 14 

the gap in infrastructure in the near-term.   15 

 16 

Q. What is the timing for the Charging Forward program implementation? 17 

A. DTE anticipates the program will be implemented over three years, starting shortly 18 

after approval of the expenses. 19 

 20 

Q. How has the Company gathered and solicited input from EV charging market 21 

participants and other stakeholders on the Charging Forward program? 22 

A. DTE’s involvement goes back many years to the experimental EV rates and early EV 23 

“task force”.  More recently, DTE engaged multiple stakeholders and conducted ~50 24 

interviews with automakers, charging companies, utilities, regional organizations, 25 
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environmental groups, governmental organizations, and national organizations.  In 1 

addition, DTE participated in the MPSC EV technical conferences.  Furthermore, 2 

DTE was instrumental in the setup of the EV Convening by Michigan Energy 3 

Innovation Business Council, which has had three meetings to date and led to the 4 

aforementioned joint comments.  Finally, as DTE prepared the Charging Forward 5 

program, it sought input from many organizations, including the Alliance for 6 

Transportation Electrification, Edison Electric Institute, automakers, environmental 7 

groups, municipalities, regional organizations, and charging companies.  DTE will 8 

remain active at both the state and national levels to continue to refine its approach 9 

and strategy for its EV program. 10 

 11 

Q. Do EV market participants and other stakeholders support Charging Forward? 12 

A. Yes, the Company worked with the above-mentioned groups to solicit feedback, 13 

refine the proposal, and build support.  Please see Exhibit A-27, Schedule Q1 for 14 

Letters of Support for the Charging Forward program. 15 

 16 

Component #1: Customer Education and Outreach 17 

Q. What is the Customer Education and Outreach component of the Charging 18 

Forward program? 19 

A. DTE’s Electric Marketing team has a strategy for customer education and awareness, 20 

which Company Witness Mr. Clinton explains in more detail in his direct testimony. 21 
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Component #2: Residential Smart Charger Support 1 

Q.  Why does DTE include the Residential Smart Charger Support as part of the 2 

Charging Forward program? 3 

A. As discussed above, the clear majority of charging for EVs takes place at home.  4 

Therefore, to ensure the benefits of transportation electrification accrue to the system, 5 

DTE’s objective is to ensure that most of this EV charging load occurs during off-6 

peak hours through enrollment in the Company’s optional TOU rates.  In addition, 7 

based on longer-range EV models coming to market, drivers will need to switch from 8 

Level 1 to Level 2 chargers to be able to completely recharge within eight hours.  By 9 

incentivizing this technology switch, DTE can both engage customers and support 10 

the continued development of the EV market. 11 

 12 

Q. How would the proposed Residential Smart Charger Support component of 13 

Charging Forward be structured? 14 

A. DTE would provide a rebate of up to $500 to ~2,800 residential customers who own 15 

an EV and install a qualified “smart” Level 2 charger.35  The primary qualifications 16 

of the charger will be that it is new, 240 volts, and Underwriters Laboratories (UL) 17 

or Electrical Testing Laboratories (ETL) certified.36  18 

 19 

Q. How did you select $500 as the rebate amount? 20 

A. DTE’s first residential rebate program was for $2,500 and was meant to cover all 21 

costs of Level 2 charger installation for the customer, including the charger itself.  22 

Charging equipment prices have significantly decreased over the last five years, and 23 

                                            
35 “Smart” chargers are able to communicate to the car, host, and/or utility and enable “managed charging” 

options like TOU charging, demand response events, and/or load curtailment 
36 UL and ETL are nationally recognized testing laboratories (NRTL) that provide independent safety and 
quality certifications on electric vehicle charging stations 
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the intent of the rebate is to cover a portion of the costs for customers.  DTE also 1 

benchmarked other utilities offering a residential rebate for Level 2 chargers and 2 

found that $500 was the most common incentive amount offered.37 3 

 4 

Q. What are the required customer commitments to qualify for the rebate? 5 

A. The customer must enroll in a year-round TOU rate38 and commit to enroll in future 6 

DR programs offered by the Company.  These future DR programs will allow DTE 7 

to smartly manage the charging of the vehicles, for example by sending a signal to 8 

reduce the level of charging for a specific period of time.  Future DR programs will 9 

always provide options to customers to override the signals if required/desired to do 10 

so.   11 

 12 

Q. How would the Residential Smart Charger Support component of Charging 13 

Forward be administered? 14 

A. The Company will create a process to validate the customer’s proof of EV ownership, 15 

Level 2 installation, and TOU rate enrollment.  In the application process, the 16 

customer will also commit to enroll in future DR programs as explained above.  Once 17 

verified, the Company will send a check to the customer.  18 

                                            
37 “EV Home Charging Tariffs” - Bloomberg New Energy Finance 
38 Including D1.2 (Residential Time-of-Day Service Rate), D1.8 (Dynamic Peak Pricing Rate), and D1.9 
(Experimental Electric Vehicle Rate) 

3566



C. SERNA 
Line U-20162 
No. 

CS - 28 

Q. What system benefits does Residential Smart Charger Support provide? 1 

A. Since enrollment in a TOU rate is required, it will ensure most of the EV load for 2 

those customers shifts to off-peak hours to more efficiently utilize existing Company 3 

generation and distribution resources.  As explained before, DTE found that 4 

customers on the optional EV TOU rate respond to price signals and shift the majority 5 

of their charging to off-peak hours as shown in the chart below:39 6 

 Requiring smart chargers will also enable DTE to potentially implement DR 7 

programs in the future to prevent or delay costly investments in substations reaching 8 

critical capacity due to neighborhood “clustering” of EVs.   9 

 10 

Q. Have other utilities pursued similar residential charger rebate programs? 11 

A. Yes, in its research, the Company has identified at least 20 other utilities that offer 12 

rebates for the installation of a residential Level 2 charger.40  13 

 14 

Component #3: Charging Infrastructure Enablement 15 

Q. What categories of EV charging will be included in the Company’s proposed 16 

Charging Infrastructure Enablement component? 17 

A. The three categories of charging in DTE’s proposal include: 18 

                                            
39 Based on 2017 D1.9 AMI data from an average summer, non-holiday weekday 
40 “EV Home Charging Tariffs” - Bloomberg New Energy Finance 
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1. DCFC stations; 1 

2. Level 2 stations; and 2 

3. Fleet charging stations. 3 

 4 

Q. How would this component work? 5 

A. DTE believes the best way to invest in the EV charging infrastructure is with the 6 

“make-ready” model, outlined in the following graphic: 7 

  8 

 In today’s current practice, deployment is on an ad-hoc basis, which can lead to 9 

unnecessary distribution system investments.  Additionally, today’s current practice 10 

doesn’t address the challenging business model of operating charging stations: 11 

significant capital investment is required, but utilization can be low while EV 12 

adoption is low.  Under a make-ready model, there is potential to minimize 13 

distribution system investments, and therefore burden on utility customers, while 14 

tying deployment to market demand.  Apart from limiting market risk of 15 

underutilized stations, a recent report also asserts that the utility make-ready model 16 

is the most expedient path to closing the charging infrastructure gap.41  DTE will seek 17 

to implement the make-ready model by contributing the “EV service connection” 18 

costs up to the meter in the form of capital.  For the “EV supply infrastructure” costs 19 

                                            
41 Rocky Mountain Institute “From Gas to Grid”, 2017 
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(after-the-meter, including panel, conduit, and wiring), DTE will provide a fixed 1 

rebate to customers, as further discussed below.  In all cases, site hosts will be 2 

responsible for the purchase, operation, and maintenance of the EV charging station.  3 

As such, they will also choose the charging equipment and vendor that meets their 4 

needs. 5 

 6 

Q. Have other utilities pursued and received approval for a make-ready model like 7 

the one DTE proposes? 8 

A. Yes. American Electric Power Ohio (AEP Ohio), Eversource, Long Island Power 9 

Authority, Pacific Gas & Electric Company, Rocky Mountain Power, and Southern 10 

California Edison (SCE) have all received approval to offer incentives for charging 11 

stations where the customer will own and operate the chargers.  Ameren Missouri 12 

(Ameren), Bear Valley, Liberty CalPeco, National Grid, and PacifiCorp all have 13 

incentive programs for customer-owned and -operated charging stations pending.42 14 

 15 

Q. Has DTE benchmarked utilities that have or are deploying these “make ready” 16 

Charging Infrastructure Enablement activities? 17 

A. Yes, the Company has evaluated the AEP Ohio, Ameren, Eversource, and SCE 18 

“make ready” charging infrastructure programs to refine cost estimates, hone charger 19 

and site host qualifications, and apply lessons learned where possible. 20 

 21 

Q. What type of DCFC segments will DTE support? 22 

A. All DCFC infrastructure should be publicly accessible, and stations will be focused 23 

primarily along highway corridors. The Company will also consider DCFC 24 

                                            
42 Edison Electric Institute 
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“showcases” for municipalities interested in offering fast charging in their downtown 1 

areas.  The Company will prioritize dual-port CCS/CHAdeMO chargers so that the 2 

greatest number of EV drivers possible can use them.43 3 

 4 

Q. What is your rationale and approach to highway corridor stations? 5 

A. An expansive network of highway corridor stations is critical for road trips, longer 6 

commutes, and addressing range anxiety.  Using EV density, proximity to 7 

intersections, and traffic patterns as guidance, DTE identified the gap in DCFC 8 

infrastructure which currently exists today within its electric service territory.  The 9 

company plans to prioritize interested site hosts near these infrastructure gaps to 10 

create a foundational backbone of DCFC coverage.  The Company also plans to 11 

proactively target potential site hosts to enhance coverage in a way that minimizes 12 

the required investment in the Company’s distribution system.  DTE seeks to learn 13 

from its corridor charging station pilot to improve the process for site host selection 14 

and installation with the Charging Forward program.  For example, DTE issued a 15 

Request for Information (RFI) for the above-mentioned corridor pilot, which gave 16 

the Company good leads on who may be interested in hosting a fast charging station 17 

near highway exits. 18 

 19 

Q. What is your rationale and approach to downtown showcase stations? 20 

A. Showcase stations are intended to expose broad segments of the population to EVs 21 

and charging infrastructure.  In addition, they provide a platform for marketing, 22 

education, and promotional events.  Portland General Electric (PGE) has successfully 23 

used their downtown “Electric Avenue” to promote EV adoption among their 24 

                                            
43 Tesla models can use CHAdeMO ports with an adaptor 
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customers: there has been a 583% increase in the number of alternative fuel vehicles 1 

since 2011 and 68% growth in station usage from 2016-2017.44  Thus, DTE includes 2 

a similar showcase element in the Charging Forward program.  The Company will 3 

seek partnerships with cities willing to install chargers in high foot-traffic areas of 4 

their downtown centers.  DTE aims to learn from its Ann Arbor and Detroit showcase 5 

pilots to improve its expertise on location selection and showcase format for the 6 

Charging Forward program. 7 

 8 

Q. What is the after-the-meter rebate for DCFC infrastructure and how did you 9 

determine it? 10 

A. DTE is proposing an after-the-meter rebate for DCFC infrastructure of $20,000 per 11 

charger.  The Company benchmarked cost estimates for DCFC sites from Avista, 12 

Duke Energy Florida, National Grid, and PGE.  The Company also looked at a sample 13 

of station costs across its electric service territory for comparison and solicited input 14 

from industry experts.  As DTE learns from the Charging Forward program, the 15 

Company will adjust the rebate to accurately reflect the average costs of the “supply 16 

infrastructure”.  DTE will work to ensure that in no instance the amount of the rebates 17 

is greater than the total installation cost for the customer. 18 

 19 

Q. What type of Level 2 segments will DTE support? 20 

A. Level 2 infrastructure will be focused primarily in workplaces and multi-unit 21 

dwellings (MUDs), but DTE will also be looking for site hosts interested in providing 22 

public Level 2 stations to increase visibility and decrease range anxiety.  The 23 

                                            
44 https://www.portlandgeneral.com/residential/electric-vehicles-charging-stations/electric-avenue 
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Company will prioritize the SAE standard J1772 Level 2 chargers in public places 1 

since all EV models can refuel with this port type. 2 

 3 

Q. What is the Company’s rationale and approach to workplace stations? 4 

A. Workplace charging acts as an EV showcase by grouping all EVs together in a 5 

condensed charging area of the employer’s parking lot, effectively raising awareness 6 

of available EVs and generating meaningful conversations among coworkers.  A 7 

DOE study showed that employees with access to workplace charging are twenty 8 

times more likely to drive an EV.45  Ford reported that there was a 45% increase in 9 

eVMT among employees who regularly used the Campus Charging Network after it 10 

was activated, and the network had a positive impact on the purchase decision for 11 

61% of employee EV drivers.  DTE plans to issue a market intelligence survey to 12 

select commercial customers together with the Major Account Services group to 13 

better understand the appetite for those interested in providing charging stations.  The 14 

Company can use these results to not only prioritize interested site hosts for the 15 

Charging Forward program but also to raise awareness among potential site hosts 16 

wanting to learn more. 17 

 18 

Q. What is the Company’s rationale and approach to MUD stations? 19 

A. MUD stations are necessary for those living in apartments to be able to drive an EV.  20 

The process to install MUD charging stations can be challenging since landlord, 21 

tenant, and community interests need to align, and there can be significant capital 22 

costs for installation.  Because of this, DTE will prioritize any charging request from 23 

property managers and landlords to ease the capital investment required and help 24 

                                            
45 https://www.nrel.gov/docs/fy15osti/63230.pdf 
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facilitate the process.  DTE will also, through it site host outreach efforts, engage this 1 

market segment to understand the potential for infrastructure deployment and ways 2 

the Charging Forward program can be helpful.  3 

 4 

Q. What is your rationale and approach to public stations? 5 

A. Public Level 2 charging stations are important for increasing EV awareness and 6 

“topping off” to increase eVMT.  The same survey sent to employers will also be sent 7 

to businesses for DTE to use for targeting potential site hosts.  The Company will 8 

also continue to engage cities to build charging into their future parking plans.   9 

 10 

Q. What is the after-the-meter rebate for Level 2 infrastructure and how did you 11 

determine it? 12 

A. DTE is proposing an after-the-meter rebate for Level 2 infrastructure of $2,500 per 13 

port.  The Company benchmarked the same utilities it did for the DCFC rebate in 14 

addition to Louisville Gas & Electric / Kentucky Utilities and SCE.  Similarly, DTE 15 

also looked at a sample of station costs across DTE’s electric service territory for 16 

comparison and solicited input from industry experts.  The Level 2 rebate may also 17 

be adjusted during the program from learnings to accurately reflect the average 18 

“supply infrastructure” cost.  DTE will work to ensure that in no instance the amount 19 

of the rebates is greater than the total installation cost for the customer. 20 

 21 

Q. For which types of fleet charging will DTE provide the make-ready 22 

infrastructure? 23 

A. The Company will provide the necessary make-ready charging infrastructure 24 

required for four fleet categories including (1) public transit buses, (2) school buses, 25 
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(3) delivery vehicles, and (4) shared mobility services. 1 

 2 

Q. What is the Company’s rationale and approach to public transit buses? 3 

A. Because of the high utilization of transit buses, the fuel and maintenance savings in 4 

converting to an electric powertrain are powerful.  In addition, electric buses 5 

significantly improve the air quality for commuters and those living in non-6 

attainment regions.  DTE is already engaged with the Detroit Department of 7 

Transportation (DDOT), Suburban Mobility Authority for Regional Transportation 8 

(SMART), Ann Arbor Transit Authority (AATA), Blue Water Area Transit, and the 9 

University of Michigan to discuss their electrification strategies.  The Company will 10 

seek to partner with regional transit agencies like these that are interested in piloting 11 

and integrating electrified buses into their network by providing the make-ready 12 

charging infrastructure to support their vehicles.  13 

 14 

Q. What is the Company’s rationale and approach to school buses? 15 

A. At the MPSC EV technical conference in February 2018, there were several 16 

stakeholders who expressed an interest in a utility program featuring a school bus 17 

component.  DTE has already met with the Michigan Association for Pupil 18 

Transportation and will continue to work with them to identify a school district within 19 

its electric service territory that is ready to pilot an electric bus.  20 

 21 

Q. What is the Company’s rationale and approach to delivery vehicles? 22 

A. Similar to electric buses, electric medium- and heavy-duty delivery vehicles also 23 

offer significant operational savings and emissions reductions.  DTE will seek out 24 

potential partnerships with delivery fleet services together with the Major Account 25 
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Services group to pilot delivery vehicles in its electric service territory.   1 

 2 

Q. What is the Company’s rationale and approach to shared mobility services? 3 

A. Electrified Uber, Lyft, and Maven vehicles increase awareness of EVs from both a 4 

driver and rider perspective.  DTE has found in its research that shared mobility fleets 5 

are unable to deploy EVs in a region where no significant DCFC infrastructure exists.  6 

Therefore, DTE seeks to partner with willing site hosts and shared mobility service 7 

companies to expand the DCFC network and create charging “hubs” for shared 8 

mobility fleets.  9 

 10 

Q. What is the after-the-meter rebate for fleet infrastructure? 11 

A. The needs of charging infrastructure for fleets varies greatly depending on types of 12 

vehicles and driving patterns.  DTE is proposing an after-the-meter rebate for fleet 13 

infrastructure equivalent in value to the capital costs up to the meter for each station. 14 

 15 

Q. How many charging stations will be deployed for each type of charging? 16 

A. The Company’s Charging Forward proposal estimates the following quantities of 17 

charging stations to be deployed over three years: 18 

Charging Category Estimated Quantity 

DCFC ~32 chargers 

Level 2 ~1,000 ports 

Fleet Pending specific use cases 

  19 

 Because the cost of charging infrastructure can vary greatly depending on the site, 20 

DTE will consider the program fully subscribed once the approved expenditure is 21 

3575



C. SERNA 
Line U-20162 
No. 

CS - 37 

reached rather than an approved quantity of charging stations.  To minimize cost per 1 

size and maximize deployment of the Charging Forward program, DTE’s objective 2 

is to install the infrastructure where excess capacity exists in the distribution system 3 

when possible.  Since fleet charging needs vary by use case, the Company’s objective 4 

is to target the four categories of fleets evenly. 5 

 6 

Q. Will DTE be responsible for operating and maintaining the charging stations? 7 

A. No, under the current program design, the charger cost as well as the operation and 8 

maintenance of the charging stations will be the responsibility of the site host.  As 9 

the Company learns from the Charging Forward program, other options will be 10 

considered, including full ownership of stations, if the program learnings were to 11 

indicate that full utility ownership is the most appropriate manner to increase EV 12 

adoption and benefit the system. 13 

 14 

Q. How does the Company’s make-ready infrastructure component benefit 15 

disadvantaged communities? 16 

A. The Company believes every category of Charging Forward’s make-ready 17 

infrastructure benefits disadvantaged communities.  DCFC sites will be publicly 18 

accessible and spread throughout DTE’s electric service territory to provide a 19 

charging alternative to those without access to a garage for overnight charging.  20 

Similarly, the Level 2 MUD stations can help those interested in EVs but without 21 

access to charging currently.  Finally, the fleet component of Charging Forward 22 

benefits those in disadvantaged communities for a few reasons.  First, the 23 

electrification of public transit and school buses will significantly improve the air 24 

quality for commuters.  Second, the electrification of car-sharing and ride-hailing 25 
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fleets will increase access to EVs for all.  Putting EVs into shared mobility fleets 1 

increases exposure to EVs from both a driver and rider perspective, addressing one 2 

of the key barriers to EV adoption.  Lastly, the load from fleets is more certain than 3 

personally-owned vehicles, making the charging easier to manage and shift to off-4 

peak hours.  This will help put downward pressure on rates by spreading fixed costs 5 

over more sales, as already highlighted above. 6 

 7 

Q. Will the Company’s proposal interfere with the development of the competitive 8 

market for EV chargers? 9 

A. No.  In the aforementioned joint comments, 19 stakeholders agreed “the private 10 

investment committed to deploy charging equipment and services in Michigan is not 11 

enough to close the infrastructure gap across the state (especially in underserved 12 

markets including multi-unit dwellings), so public and utility investments should be 13 

utilized to complement private funding sources to establish a foundational charging 14 

infrastructure in Michigan.”  By providing for the installation of make-ready 15 

infrastructure, the Company is enabling a system whereby a wide range of EV 16 

charging station models from multiple suppliers will likely be offered and will be 17 

determined by customers.   18 

 19 

Q. Is technological obsolescence an issue?  20 

A. Charging infrastructure technology will continue to evolve over time, similar to other 21 

technological investments that are made (e.g., appliances, solar PV panels, etc.).  22 

Even though the infrastructure will continue to advance, SAE is continually working 23 

on standards for the equipment so that future charging will be backwards compatible 24 

to serve existing vehicles, and future EV models will also be able to use existing 25 
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charging.  Therefore, existing Level 2 and DCFC technology will continue to serve 1 

important workplace and public charging demand for both new and older EVs and 2 

their drivers.   3 

 4 

Q. How is the Company’s Charging Forward program designed to avoid 5 

underutilization of the stations? 6 

A. By pursuing a make-ready model, deployment is tied to market demand.  Since site 7 

hosts will need to pay for the chargers, operation, and maintenance, DTE believes 8 

they will only seek to install stations where they will most likely be utilized.  Also, 9 

in supplying new service connections (which will likely be the case for DCFC 10 

stations), the potential site host will need to provide information on anticipated load, 11 

which will help the Company understand likely utilization and help properly and 12 

efficiently prioritize deployment. 13 

 14 

Q. How will the Company leverage other sources of funding for EV infrastructure? 15 

A. By nature, the make-ready model requires multiple sources of funding to create a 16 

station (e.g., from DTE and the site host at a minimum).  The Company is also 17 

coordinating with others to ensure infrastructure is deployed in a complementary and 18 

additive manner.  For example, the Company is engaged with the Michigan Agency 19 

for Energy to help determine the best use of Environmental Mitigation Trust funds 20 

for light-duty vehicle charging infrastructure.46  Additionally, the Company 21 

submitted a letter to Electrify America at the end of February 2018 to request Metro 22 

Detroit be considered as one of the selected areas for Cycle 2 funding and is engaged 23 

                                            
46 Michigan received ~$64M in funds from the Volkswagen (VW) diesel emissions settlement, and ~15% 
of this amount will go towards light-duty vehicle charging infrastructure 
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in discussions with them as the decision process continues to progress.47  Finally, 1 

DTE submitted a request to be considered for the Michigan to Montana DOE grant 2 

partnership opportunity to deploy make-ready fast charging stations along I-94. 3 

 4 

Q. How will site hosts set pricing and what role will DTE play in the setting / 5 

monitoring of those prices? 6 

A. DTE expects most Level 2 charging will be offered for free to EV drivers based on 7 

current market expectations, but that DCFC will likely require a fee for EV driver 8 

use.  In either case, DTE proposes that site hosts will be able to choose what they 9 

“charge for charging”.  DTE will educate hosts on what pricing structures are 10 

currently allowed in Michigan (i.e., on a time basis vs. a per kW-hour basis), what 11 

their expected electricity costs could be, and what the gas price equivalent would be.  12 

 13 

Q. How will DTE Energy recruit potential site hosts? 14 

A. The Company’s Electric Marketing team has a site host acquisition strategy, which 15 

Witness Clinton explains in more detail in his direct testimony. 16 

 17 

Charging Forward Program Costs 18 

Q. What are the Company’s proposed costs of the Charging Forward program? 19 

A. The complete implementation of Charging Forward is expected to cost approximately 20 

$13M – including O&M - through the end of 2021 as shown in the high-level 21 

overview table below (in millions): 22 

  23 

                                            
47 Another part of the VW settlement established a newly formed subsidiary of VW, Electrify America, to 
invest $2B in EV infrastructure and awareness in 4 cycles over a 10-year period 
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 2019 2020 2021 Total 
Capital  $ 1  $ 2  $ 2  $ 5  
Regulatory Asset  $ 1  $ 2  $ 2  $ 5 
O&M  $ 1   $ 1   $ 1  $ 3  
Total  $ 3  $ 5  $ 5   $13  

  1 

Q. What are the Company’s expected costs for the projected test period? 2 

A.  Exhibit A-12, Schedule B5.9 shows the projected expenditures for Charging Forward 3 

for the May 1, 2019 to April 30, 2020 projected period as follows: 4 

 Capital expenditures: Column (c), lines 1 to 6 5 

 Regulatory asset expenditures: Column (c), lines 7 to 12 6 

 O&M expenditures: Column (c), lines 13-16 7 

 Total estimated program costs for the projected test period are $4.5 million as shown 8 

in line 17.  The Company will not spend Charging Forward funds until it receives 9 

MPSC approval in an Order associated with this general rate case, which is expected 10 

in April 2019.   11 

 12 

Q. What is included in the capital cost? 13 

A. Associated costs to establish a dedicated service connection or upgrade an existing 14 

service for charger installation is included in the capital cost, or the “EV service 15 

connection” cost outlined above.  Equipment costs encompass all spending necessary 16 

to provide distribution service to meet the load needs of the charger up to the point 17 

of interconnection at the Company’s service meter.  Costs include (but are not limited 18 

to) transformer upgrades/additions, service drops, labor and contractor costs, 19 

materials, hardware, and a new meter.  DTE will own the transformer, the service, 20 

and the meter, which are all retirement units.  As a result, the Company is seeking for 21 

the “EV service connection” costs to be capitalized as normal assets included in rate 22 
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base. 1 

 2 

Q.  How were the capital costs developed?  3 

A. Similar to the methodology used to determine the after-the-meter rebate amounts 4 

described above, the Company benchmarked other EV programs across the nation, 5 

sampled station costs across DTE’s electric service territory for comparison, and 6 

solicited input from industry experts.   7 

 8 

Q. What costs are included in the regulatory asset expenditures? 9 

A. As previously outlined, the Company is proposing to offer a rebate for two 10 

components of the Charging Forward program including (1) Residential Smart 11 

Charger Support and (2) Charging Infrastructure Enablement (for after-the-meter or 12 

“supply infrastructure” costs).  The total anticipated expenditures for these rebates is 13 

included in the “Regulatory Asset” category in the table above and shown on Exhibit 14 

A-12, Schedule B5.9. 15 

 16 

Q.  What specific regulatory approvals is DTE seeking relative to the regulatory 17 

asset? 18 

A.  As supported by Company Witness Ms. Uzenski, DTE is seeking accounting 19 

authority to defer and amortize the rebates as a regulatory asset over five years, like 20 

the regulatory treatment approved by the Commission in Case U-16406, the 21 

application of The Detroit Edison Company for approval of its experimental electric 22 

vehicle tariff. 23 

 24 
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Q.  What costs are included in the O&M expenditures? 1 

A.  O&M expenditures can be broken into two primary components including (1) 2 

Customer Education and Outreach and (2) Program Management.  Witness Clinton 3 

will provide an overview of the test period O&M expenditures. 4 

 5 

Program Benefits and Evaluation 6 

Q. What is the potential value of benefits associated with widespread EV adoption 7 

in Michigan? 8 

A. Energy and environmental consulting firm MJ Bradley & Associates (MJ Bradley) 9 

published an analysis estimating the costs and benefits of increased EV adoption in 10 

Michigan for two different adoption scenarios.  The costs estimated in MJ Bradley’s 11 

analysis included those borne by the EV driver (incremental vehicle cost, residential 12 

charging station cost, and electricity cost) as well as those borne by electric utility 13 

customers because of increased EV load (generation, transmission, peak capacity 14 

costs, and distribution upgrades).  Two of the benefits estimated in the analysis 15 

include those accruing to the EV owner (fuel and maintenance savings) and those to 16 

utility customers through rates (net distribution revenue from increased EV 17 

charging).  The study concluded the following cumulative net benefits state-wide 18 

from greater EV adoption in Michigan by 2050 (in billions):48 19 

 20 

 

Moderate 
Forecast 

High 
Forecast 

Reduced Electric Bills $                0.8 $                2.6 
Reduced Vehicle Operating Costs $                6.3 $              23.1 
Total $                7.1 $              25.7 

 21 

                                            
48 https://mjbradley.com/sites/default/files/MI_PEV_CB_Analysis_FINAL_03aug17.pdf 
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Q. Why should utility customers without an EV support an EV program? 1 

A. In the case of the MJ Bradley analysis, $0.8-$2.6B of benefits could accrue to utility 2 

customers by 2050 in the form of reduced electric bills.  The additional benefits DTE 3 

mentioned above – including increased economic opportunities in the region and 4 

reduced dependency on foreign oil – are more challenging to quantify but also accrue 5 

to the utility customer regardless of EV ownership. 6 

 7 

Q. What are the estimated system benefits to DTE Electric customers that accrue 8 

from Charging Forward? 9 

A. Assuming an average life of 10 years for an EV, the Company calculated that the net 10 

present value (NPV) of gross margin that each EV sale provides toward DTE electric 11 

system fixed costs over its lifetime is ~$2,800.  The methodology and assumptions 12 

are outlined in the table below: 13 

  14 

 The net benefit calculated above assumes that ~70% of charging takes place at home 15 

while ~30% of charging takes place in public (e.g., workplace or other) and none of 16 

the charging impacts critical peak events due to the relatively small load of EVs.  In 17 

the extremely rare event that all public charging takes place during critical peak times 18 

and the benefit from that load should be ignored, then the NPV energy benefit would 19 

be ~$2,100 per EV.  Using this incremental NPV benefit range as a basis, DTE 20 
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calculated that the Charging Forward program shows an NPV of affordability 1 

benefits in the $4-9 million range for the base forecast and in the $12-20 million range 2 

for the accelerated forecast in 2023 as shown in the table below: 3 

  4 
 

Base 

EV Forecast 

(in millions) 

Accelerated 

EV Forecast 

(in millions) 

NPV Energy Revenue $20-27 $31-42 

NPV Supply Costs ($5-7) ($7-10) 

NPV Energy Benefit $15-20 $24-32 

NPV Charging Forward Costs ($11) ($11) 

NPV Affordability Benefits $4-9 $12-20 

 5 

 The affordability benefits represent the incremental present value benefit that every 6 

EV sold brings to the electric system over its expected life, net of the Charging 7 

Forward program costs.  It’s worth noting that this estimated affordability benefit 8 

does not include electrification of medium- and heavy-duty vehicles, which will also 9 

be supported and encouraged from the fleet component of the Charging Forward 10 

program. 11 

 12 

Q. How will the Company evaluate the Charging Forward program? 13 

 As explained earlier, DTE’s objectives for its participation in the EV space are to: 14 

 Help customers realize the benefits of EVs; 15 
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 Efficiently integrate EV load with the DTE Electric distribution system; 1 

 Reduce barriers to adoption; and  2 

 Participate in infrastructure deployment through thoughtful partnerships. 3 

 4 

 The Charging Forward program will help DTE understand the market and its 5 

customers, learn about EV load and its relationship to overall system load, and 6 

understand EV impact on the distribution system.  Several metrics will be tracked to 7 

gauge impact of the Charging Forward program and improve the Company’s 8 

understanding of the EV market, including: 9 

 EV volume in Michigan and DTE’s electric service territory; 10 

 Charging behavior (percent off-peak vs. on-peak); 11 

 Customer awareness of EVs; 12 

 Site host interest and participation in the program; 13 

 Customer participation in TOU rates; 14 

 Average make-ready cost per port and site; and 15 

 Station utilization. 16 

 17 

Q. How will the Company share the lessons learned from the EV program? 18 

A. The Company plans to provide a summary report to the MPSC at the end of the three-19 

year program with conclusions around each of the above-mentioned goals and 20 

metrics in addition to program achievements and key lessons learned.  The report will 21 

also include information and ideas gathered from the Company’s targeted outreach 22 

with various stakeholders, market developments since the time of filing, and 23 

recommended next steps. 24 

 25 
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Q. Is it important for the Company to maintain flexibility when implementing the 1 

program? 2 

A. Yes, it is critical for the Company to maintain flexibility in implementing the program 3 

as the EV market is continuing to evolve.  DTE will seek feedback in the 4 

implementation phase as it did in the development phase to gain insights on key 5 

stakeholder feedback, site host response, market demand, and technological 6 

advances.  Using these lessons learned, DTE plans to adjust Charging Forward to 7 

reflect any changes in this dynamic market and will provide updates to the MPSC 8 

periodically. 9 

 10 

Distributed Generation Tariff 11 

Q. Will you please summarize your conclusions and recommendations? 12 

A. DTE strives to maintain a safe and reliable electric system that serves the reasonable 13 

needs and desires of the Company’s many different types of retail electric customers.  14 

Advancing a distributed generation tariff using today’s technology and regulatory 15 

context can and must ensure that the needs and desires of each of DTE’s customers 16 

are accounted for in an equitable manner.  Net metering, as established in Public Act 17 

295 of 2008, was a reasonable initial approach to a distributed generation tariff given 18 

the technology available at the time it was implemented; however, net metering 19 

sacrificed adherence to equitable cost of service principles for simplicity of 20 

application. Today’s metering and billing technology allows for a distributed 21 

generation tariff that is equitable, clear to communicate, and practically 22 

implementable.  DTE is proposing an inflow/outflow mechanism that appropriately 23 

aligns costs to their cost drivers and provides for an outflow credit in line with market-24 

efficient pricing for similar products.  In addition, DTE’s proposed inflow/outflow 25 
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mechanism includes a System Access Contribution (SAC). 1 

 2 

Distributed Generation Statutory and Regulatory Framework 3 

Q. Why is the Company filing a distributed generation tariff in this rate case? 4 

A.  In 2016, the Governor signed into law Public Act 341 (PA 341).  Section 6a (14) of 5 

PA 341 provides “Within 1 year after the effective date of the amendatory act that 6 

added this subsection, the commission shall conduct a study on an appropriate tariff 7 

reflecting equitable cost of service for utility revenue requirements for customers who 8 

participate in a net metering or distributed generation program under the clean and 9 

renewable and energy waste reduction act, 2008 PA 295, MCL 460.1001 to 460.1211. 10 

In any rate case filed after June 1, 2018, the commission shall approve such a tariff 11 

for inclusion in the rates of all customers participating in a net metering or distributed 12 

generation program under the clean and renewable and energy waste reduction act, 13 

2008 PA 295, MCL 460.1001 to 460.1211…”49. The present rate case is the 14 

Company’s first following June 1, 2018. 15 

 16 

Q. Are there additional statutory requirements germane to this proceeding? 17 

A. Yes. In addition to PA 341, Public Act 342, Section 177(4) and (5)50 (PA 342) are 18 

highly relevant and applicable to this proceeding and clearly define certain 19 

implementation boundaries and requirements of a new tariff.  The most relevant text 20 

from PA 342 follows: 21 

“Section 177 (4) … The credit shall appear on the bill for the following billing period 22 

and shall be limited to the total power supply charges on that bill. … Notwithstanding 23 

any law or regulation, distributed generation customers shall not receive credits for 24 

                                            
49 MCL 460.6a(14) 
50 MCL 460.1177(4) and (5) 
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electric utility transmission or distribution charges. The credit per kilowatt hour for 1 

kilowatt hours delivered into the utility’s distribution system shall be either of the 2 

following: 3 

(a)  The monthly average real-time locational marginal price for energy at the 4 

commercial pricing node within the electric utility’s distribution service 5 

territory, or for distributed generation customers on a time-based rate 6 

schedule, the monthly average real-time locational marginal price for energy 7 

at the commercial pricing node within the electric utility’s distribution service 8 

territory during the time-of-use pricing period. 9 

(b)  The electric utility’s or alternative electric supplier’s power supply 10 

component, excluding transmission charges, of the full retail rate during the 11 

billing period or time-of-use pricing period. 12 

 13 

Section 177 (5) A charge for net metering and distributed generation customers 14 

established pursuant to section 6a of 1939 PA 3, MCL 460.6a, shall not be reduced 15 

by any credit or other ratemaking mechanism for distributed generation under this 16 

section.” 17 

 18 

Although I am not an attorney and don’t propose to offer a legal opinion, it seems 19 

clear to me that the plain language of these statutory provisions precludes 20 

compensating distributed generation customers for anything other than the statutorily 21 

predetermined value of their generation. And this makes sense, since to do otherwise 22 

would be inconsistent with cost of service principles and otherwise require the rates 23 

of other DTE customers to be unnecessarily higher.  24 

 25 
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Q. What instructions has the Commission set forth for distributed generation 1 

tariffs included in rate cases after June 1, 2018? 2 

A. The Commission Order in Case No. U-18383, dated April 18, 2018, directed utilities 3 

to file “the Inflow/Outflow tariff, attached to [that] Order as Exhibit A.51” It continues 4 

“the rate regulated utility may also file its own distributed generation tariff, if 5 

desired.52” 6 

 7 

Role of the Electric System Supporting Distributed Generation Customers 8 

Q.   What is the role of the electric system? 9 

A. “The electric power system is composed of four interacting physical elements: energy 10 

generation, high-voltage transmission, lower voltage distribution, and energy 11 

consumption, or load.”53  DTE’s obligation in operating and maintaining its power 12 

system is do so in a safe, reliable, and affordable manner while providing energy and 13 

ancillary services at all hours, of every day, to every customer.  14 

 15 

Q. What services does the electric system provide to traditional customers? 16 

A. Traditional customers utilize the energy, in kWh, and power, in kW, available 17 

through DTE’s electric system (electric system) each day and at all hours.  They enjoy 18 

the ability to use their electric appliances, lights, and other fixtures as benefits their 19 

context and needs.  They need not telegraph their usage but instead can utilize electric 20 

system services as required.  In addition, they are users of services that are not 21 

typically bill items but are available through the existence and size of the electric 22 

distribution system.  These services include power quality in the form of frequency 23 

                                            
51 Commission Order dated April 18, 2018 in Case No. U-18383. “In the matter, on the Commission’s own 
motion, to implement the provisions of Sections 173 and 183(1) of 2016 PA 342, and Section 6a(14) of 2016 
PA 341. Pg 18 
52 ibid 
53 MIT Study on the Future of the Electric Grid. 2011 
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and voltage regulation, inrush current in the form of reactive power, and 24/7 1 

optionality of usage.  2 

 3 

Q.  What is the role of the electric system for distributed generation customers? 4 

A. The electric system provides the same fundamental services to distributed generation 5 

customers as it does to traditional customers.  However, distributed generation 6 

customers receive a range of additional grid services from the electric system that are 7 

unique to their choice to utilize distributed generation.  They leverage the electric 8 

system above and beyond traditional customers, make more intensive demands of the 9 

infrastructure, and generally use the electric system itself as a transactional service 10 

provider and balancing resource to meet their energy needs when their generation 11 

(primarily solar panels) is not operating at full output or when there are additional 12 

electrical demands that solar can’t meet (eg., start-up of large appliances).  13 
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Q.  How does a distributed generation customer’s interaction with the electric 1 

system compare to the average customer? 2 

A. As shown in Figure 154, distributed generation customers have a significantly 3 

different load shape and relationship with the electric system than traditional 4 

customers.  Customers who do not have generation are not, at any point, exporters of 5 

electric energy.  While no two customer load profiles are precisely the same, and 6 

many groups of customers have similar load profiles based on a common feature of 7 

their home or business, traditional customers are not net producers of electricity.  The 8 

bidirectional relationship between the distribution system and distributed generation 9 

customers is a key and fundamental distinction of these customers from traditional 10 

customers. 11 

  12 

                                            
54 Data are 2017 hourly averages for D-1 (traditional) and distributed generation. Summer is defined as all 
hours in June, July, and August. 

Figure 1. Comparative summer load shapes for the D-1 class average and the 
average of DTE’s residential net energy metering customers 

Hour 
ending 

kW 
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Moreover, distributed generation customers as a group have summer55 net peak 1 

demand nearly half a kW greater than traditional residential Rate Schedule D-1 2 

customers.  See Exhibit A-16, Schedule F11. 3 

 4 

Q. Can you describe the operational and technical impacts of distributed 5 

generation on electric system functions? 6 

A. Distributed generation creates two unique electric system dynamics that are different 7 

from traditional customer impacts. 8 

1)  The nearly instantaneous change in inverter-based generation output, either 9 

because the generator trips offline or cloud cover rapidly changes, introduces 10 

potential for impacts to system protective equipment.  Sharp changes in load 11 

and voltage may not be accurately interpreted by legacy protective equipment 12 

and may cause the circuit to trip offline. 13 

2)  Distributed generation may introduce reverse power flows into equipment 14 

not originally designed to accommodate them.  Equipment may need to be 15 

reconfigured or replaced to safely operate on circuits with significant 16 

distributed generation penetration.  In particular, this two-way flow may 17 

introduce situations in which reactive power and energy are moving in 18 

opposing directions, again impacting system operation and protection 19 

schemes. 20 

 21 

These dynamics are distinct from the interconnection requirements themselves, 22 

which are governed by IEEE 1547 and address point of interconnection safety and 23 

interoperability. 24 

                                            
55 Summer defined as June, July, and August 
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Cost of Service Principles for a New Distributed Generation Tariff 1 

Q. What is the current net metering construct in Michigan? 2 

A. The existing net metering construct in Michigan is based upon a monthly netting of 3 

total inflows and total outflows.  The utility meter captures the inflow when the 4 

customer draws energy from the distribution system, and separately captures the 5 

outflow when the customer exports energy to the distribution system.  The “net” 6 

meter read for the period is the basis for the customer’s volumetric charges, or in the 7 

event of a net export month, the volume of kWh credits granted to the customer for 8 

future use.  As a purely kWh-based approach, each kWh sent to the distribution 9 

system is effectively credited at the applicable retail volumetric rate.  The monthly 10 

service charge and certain bill surcharges are not reduced by net metering credits.  11 

“True” net metering as it has been described, applies to Category 1 net metering 12 

customers, those with installed systems of less than 20 kW.  “Modified” net metering, 13 

which differs somewhat in compensation structure from true net metering, applies to 14 

Category 2 (20-150 kW installed capacity) and Category 3 customers.  15 

 16 

Q. What is the current cost recovery paradigm approved by the Commission? 17 

A. The current cost recovery paradigm employed for residential rates in Michigan is 18 

volumetric. Thus, a customer’s responsibility for fixed and demand investments is 19 

charged incrementally per kWh consumed. When kWh consumed from the 20 

distribution system declines without a concurrent and equivalent decline in cost, this 21 

continuing unrecovered cost shifts to all other customers. 22 
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Q.  Does the net metering (true or modified) construct in Michigan adhere to 1 

equitable cost of service principles? 2 

A. No.  Equitable cost of service principles dictate that a customer’s billed cost recovery 3 

adheres as closely as possible to the costs (cost of service) incurred by the utility on 4 

their behalf.  A cost shift occurs when the alignment is broken and customers are no 5 

longer supporting their cost of service but are instead supporting some other amount.  6 

Net metering is a clear example of a violation of equitable cost of service principles. 7 

 8 

 In the case of a “net zero” net energy metering customer who exports the same 9 

amount they import in the billing period, the customer’s bill may consist of nothing 10 

more than the monthly service charge and certain bill surcharges, such as the Low 11 

Income Energy Assistance Fund (LIEAF). A customer producing sufficient 12 

quantities of energy to offset 70% of their prior kWh billing basis will have a monthly 13 

bill with 70% lower volumetric totals, but with only an incremental or no change in 14 

their peak requirements.  The customer’s capacity cost responsibility is consistent but 15 

their bill will have decreased by more than half.  16 

 17 

Q.  How much cost is shifted from net metering customers to traditional customers? 18 

A. Across a survey of five states and six utilities, and with cost shift studies conducted 19 

by various parties including utilities, external experts, and state utility commissions, 20 

the estimated range of distributed generation induced annual cost shift is $444 to 21 

more than $1,70056 per customer.  Another study, which calculated incentives relative 22 

to installed nominal capacity, estimated that net energy metering is effectively an 23 

                                            
56 Alexander, Barbara; Brown, Ashley; Faruqui, Ahmad. “Rethinking Rationale for Net Metering.” Public 
Utilities Fortnightly, Oct 2016. 
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incentive worth 55% of total system cost.  For a 3.9 kW system, the study estimated 1 

nearly $7,500 in total incentive payments via net metering57. The sum of these cost 2 

shifts is borne by the rest of the rate class, a group which has made no affirmative 3 

choice to provide such support and has no opportunity to opt-out. This violates cost 4 

of service principles. 5 

  6 

Q. How is this being addressed nationwide? 7 

A. In 2017, at least fourteen states initiated or implemented net metering successor 8 

policies or proceedings58. In addition, there are presently seventeen states, plus 9 

Michigan, reviewing net metering, utilizing a billing approach distinct from net 10 

metering, or otherwise crediting outflow at something less than retail rate59. The 11 

states are geographically distributed and the regulatory environments in which 12 

changes are being made are diverse and include the entire spectrum of American 13 

utility regulation.  These facts serve to underscore the point that the hurdles induced 14 

by net metering are not a regional issue, nor specific to a certain regulatory 15 

environment, but are evident nationwide and in all landscapes.  16 

 17 

Q. Are there other reasons, in addition to legislative direction, that support a new 18 

approach to net metering? 19 

A. Net metering is a construct from a previous era of technology and regulation. It 20 

allowed early adopters an electrical and billing construct through which to 21 

interconnect their nascent distributed solar installations.  However, it needs be 22 

replaced for two reasons: 23 

                                            
57 Consumer Energy Alliance. “Incentivizing Solar Energy: An In-Depth Analysis of U.S. Solar Incentives”. 
2018 
58 North Carolina Clean Energy Technology Center. “50 States of Solar: 2017 Policy Review and Q4 
Quarterly Report” 
59 Edison Electric Institute, 2018 
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1)  Metering technology has advanced beyond the legacy, analog equipment that 1 

was available when net metering was initially adopted in Michigan.  What 2 

was previously a technical challenge is now an opportunity for improvement 3 

in cost alignment and communication. 4 

2)  Legislative developments created the opportunity to pursue a net metering 5 

successor tariff in this rate case.  DTE believes that the legislative timing is 6 

well-aligned with the advances in electric system technology and cost 7 

understanding outlined above and together require action today. 8 

 9 

Filed New Distributed Generation Tariff 10 

Overview and Structure 11 

Q. What tariff mechanism is DTE proposing? 12 

A. DTE is proposing an inflow/outflow model for its new distributed generation tariff.  13 

Inflows are defined as each unit of energy (in kWh) consumed by a customer from 14 

the distribution system. Outflows are defined as each unit of energy (in kWh) 15 

exported from the distributed generation customer to the distribution system.  They 16 

are treated separately, with total inflow charged at a given “inflow” rate and total 17 

outflow credited at a separate “outflow” rate based on their respective determinants.  18 

To complement the inflow/outflow model filed here pursuant to Commission Orders 19 

in Case No. U-18383, DTE is proposing a System Access Contribution (SAC) to 20 

account for the 24/7 optionality all distributed generation customers maintain to use 21 

the full capability of the electric system. 22 

3596



C. SERNA 
Line U-20162 
No. 

CS - 58 

Q.  Why is the Company proposing the inflow / outflow method for its new 1 

distributed generation billing construct? 2 

A. The inflow/outflow mechanism represents an advance over net metering in aligning 3 

cost causation and crediting structures.  Inflow/outflow acknowledges that the cost 4 

structure of the electric system is not volumetrically driven, and that the costs offset 5 

by outflow credits (energy costs) differ in structure and amount from the costs being 6 

recovered by standard retail rates (energy, generation capacity, distribution, and 7 

transmission).  Inflow/outflow reduces the cost shift by operating with more granular 8 

transactional data.  9 

 10 

Q. What are the primary elements of the new distributed generation tariff as 11 

proposed by DTE Electric? 12 

A. The proposed tariff includes three primary elements 13 

1)  A cost-based inflow unit price at the standard retail rate – “inflow rate” 14 

2)  A cost-based system contribution – “System Access Contribution” 15 

3)  A cost-based outflow credit at the locational marginal price – “outflow rate” 16 

 17 

Inflow Rate 18 

Q. What is DTE Electric’s proposed inflow unit rate? 19 

A. DTE proposes an inflow unit rate (per kWh) equivalent to the standard, full service 20 

retail rates for the underlying rate schedule.  21 

 22 

Q. How is the retail rate determined? 23 

A. The standard retail rates per kWh for each rate schedule are determined through this 24 

and other general rate cases and are valid for all customers for whom it applies, 25 
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excluding any riders.  Please refer to the testimony of Company Witnesses Ms. 1 

Holmes and Mr. Dennis, for more details on how these rates are developed. 2 

 3 

Q.  Why is this the appropriate inflow unit rate? 4 

A. As characterized in depth by Witnesses Holmes and Dennis, the volumetric retail 5 

rates in DTE’s residential, and some of the secondary commercial rate schedules, 6 

captures the entire cost of service not supported by the customer charge.  Volumetric 7 

rates are fundamentally misaligned with the cost structure of electric utilities, but 8 

have traditionally been the vehicle through which most utilities recover all costs.  9 

Thus, each unit of consumption includes the cost recovery of an incremental portion 10 

of fixed and demand costs which are fundamentally invariant with energy flows. 11 

 12 

Q.  How do volumetric inflow rates fully account for utility costs incurred on behalf 13 

of distributed generation customers? 14 

A. Volumetric pricing does not, on its own, adequately account for utility costs incurred 15 

on behalf of distributed generation customers.  It reasonably accounts for the variable 16 

power supply portion of costs but does not recover the demand investments made on 17 

the utility system.  Distributed generation customers rely on these non-volumetric 18 

investments for safe and reliable electric service and the cost responsibility lies 19 

equally with traditional customers as well as distributed generation customers.  20 

 21 

System Access Contribution 22 

Q. What is the System Access Contribution (SAC) that DTE proposes?  23 

A. DTE is proposing a SAC that assigns a cost per kW AC of nameplate system capacity 24 

based on the system-cost responsibility of distributed generation customers.  DTE’s 25 

3598



C. SERNA 
Line U-20162 
No. 

CS - 60 

proposed SAC for customers on the new distributed generation rider is described by 1 

Witness Dennis.  Customers taking service under rates with demand charges are not 2 

subject to the SAC. 3 

 4 

Q. Why is DTE proposing this System Access Contribution? 5 

A. A volumetric basis is an insufficient but serviceable approach to recovering fixed 6 

utility system costs when loads are stable and predictable on a time horizon consistent 7 

with demand related distribution investments.  When stability and predictability are 8 

no longer assured, the recovery of costs must more closely match their incurrence.  9 

The leading edge of unpredictability is the long-term production and penetration 10 

behavior of distributed generation, and the specific characteristics of the individual 11 

installations.  While distributed generation customers maintain their full electric 12 

system use optionality at every point in time, they are not supporting the costs of the 13 

infrastructure required for their service. 14 

 15 

Q. How was this System Access Contribution determined? 16 

A. The 24/7 optionality that all customers who utilize the electric system enjoy, 17 

including distributed generation customers, is a cost which is allocated and charged 18 

across the rate class.  As discussed above, these costs have traditionally been 19 

recovered volumetrically, but with the lower inflow of distributed generation 20 

customers, utility infrastructure costs remain unrecovered and are shifted to the 21 

remaining traditional customers.  I’ve instructed Witness Dennis to develop the SAC, 22 

and the detailed explanation of the charge is included in his testimony. 23 

 24 
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Q. What are the electric system costs that will be recovered by a System Access 1 

Contribution? 2 

A. As discussed in the inflow pricing section, distribution capacity related costs are 3 

currently recovered volumetrically.  Distributed generation customers, while driving 4 

somewhat lower fuel and purchased power costs through their onsite generation, do 5 

not reduce their reliance on the electric system nor their option to use it at will.  This 6 

is evident in two ways: 7 

1)  Renewable distributed generation is intermittent and highly variable60, 8 

relying on solar insolation or wind to generate electricity.  Periodically, these 9 

resources quickly recede and reemerge.  When this occurs, the customer calls 10 

their option to access the electric system and the system must meet the entire 11 

requirement of the customer on a near instantaneous basis.  This requires both 12 

the absolute capacity at the circuit and line transformer level to be available 13 

and the ability to safely ramp power flows without impacting system 14 

protective equipment.  This option that distributed generation holds on 15 

electric system usage is underpinned by costs which are invariant with 16 

volumetric consumption, and which are unrecovered under volume-driven 17 

distributed generation and net metering recovery mechanisms. 18 

2)  When distributed generators are actively producing, exporting to the utility 19 

distribution system, and being compensated at the outflow credit rate, they 20 

lack sufficient electric current to support the start of common household 21 

motors, such as air conditioning and refrigerator compressors. This inrush 22 

                                            
60  2017 average hourly DG customer load observations. The standard deviation of solar production relative 

to the relevant month-hour average is .57, and in summer net-outflow hours (June, July, and August from 
10:00am to 6:00pm) it is an even more variable .76. And in 6% of all summer hours, DG customers have 
load more than 100% greater than the month-hour average, suggesting again highly variable solar 
production and subsequent grid impacts.  
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current is available due to fixed and demand driven infrastructure investments 1 

providing the 24/7 electrical inertia present in the utility electric system. 2 

 3 

Q.  What would trigger the application of the System Access Contribution? 4 

A. The proposed SAC will apply to any customer choosing to take service from DTE 5 

under the distributed generation rider, except that, as stated above, customers taking 6 

service under rates with demand charges are not subject to the SAC.  7 

 8 

Outflow Rate 9 

Q. When a distributed generation customer exports energy to the utility 10 

distribution system, which costs to the utility are offset? 11 

A. Energy exported from distributed generation customers to the distribution system 12 

offsets only the fuel and purchased power component of the energy cost 13 

classification. It does not reduce the cost of the Company’s distribution infrastructure 14 

nor to the Company’s generation capacity required to serve customer load when their 15 

generator is not producing.  Neither of these costs vary with volumetric energy 16 

consumption.  DTE’s crediting of any outflow energy is a 1:1 offset with wholesale 17 

purchases or the fuel required to generate the energy. 18 

 19 

Q. What is DTE Electric’s proposed outflow rate? 20 

A. DTE’s proposed outflow credit compensation rate is the monthly average real-time 21 

locational marginal price (LMP) for the given month based on the local resource zone 22 

of the Midcontinent Independent System Operator (MISO). 23 

 24 
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Q. What are the determinants of a locational marginal price for a kWh?  1 

A. The LMP is determined by three factors: supply, demand, and location. 2 

1)  Supply is the power being offered at a given time which, given the physics of 3 

the electrical system, must match load 4 

2) Demand is the load of the system at a given time 5 

3)  Location for the pricing of wholesale energy by DTE is MISO Zone 7 6 

 7 

Q. How is the locational marginal price a cost-based compensation basis? 8 

A. The LMP is the actual cost at which energy is traded on wholesale markets.  9 

Producers whom do not sign offtake agreements for their production typically sell 10 

production into wholesale markets at the prevailing LMP.  They have no obligation 11 

to produce at a given time or volume.  Similarly, distributed generation customers 12 

make no commitment to DTE as to the volume and timing of their output.  The market 13 

construct which most closely aligns with the production behavior of a distributed 14 

generator is the LMP. 15 

 16 

Q.  Why is the locational marginal price more applicable than using power supply 17 

costs less transmission costs as referenced in PA34261? 18 

A. The power supply charge has two principal components: fuel and purchased power, 19 

and capacity. Given the unpredictability of distributed generation customer outflow, 20 

either due to higher load on-site or lower than expected production, no capacity 21 

requirement is offset by the distributed generation and net metering customer. 22 

Without capacity, the remaining power supply cost is fuel and purchased power, a 23 

category effectively represented by the LMP. Transmission charges are a pass 24 

                                            
61 MCL 460.1 177 
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through over which DTE has no direct control and which are invariant with the 1 

change in net consumption of a distributed generation or net metering customer.  2 

Transmission costs are also determined outside of MPSC proceedings. 3 

 4 

Q.  Why is the locational marginal price more applicable than the “avoided cost” 5 

methodology as MPSC Staff has suggested is a viable option in their distributed 6 

generation Report? 7 

A. The avoided cost methodology proposed by the Commission would credit distributed 8 

generation customers at the theoretical calculation of a hybrid proxy plant62. There 9 

are issues with this approach. 10 

1) A hybrid proxy plant can neither actually be built nor actually purchased 11 

from, and payments made on this basis have no meaningful relationship to 12 

the actual cost of service or value of the generation provided by a distributed 13 

generation customer. 14 

2)  The proposed avoided cost method assigns significant capacity value to 15 

purchased energy. These generators have no temporal production contract 16 

with DTE, they have no total production contract with DTE, and their primary 17 

purpose is not to provide DTE with energy or capacity but to offset on-site 18 

consumption. Simply stated, distributed generation customers cannot be 19 

counted on to generate when needed by the DTE system and have no 20 

obligation to do so.  Therefore, there is no tangible capacity value or capacity 21 

offset provided by the distributed generation.  22 

 23 

                                            
62 See U-18090 and MPSC Staff. “Report on the MPSC Staff Study to Develop a Cost of Service-Based 
Distributed Generation Program Tariff.” February 21, 2018 
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Q. How does the new PA 342 address outflow credit compensation in the context of 1 

a distributed generation tariff? 2 

A. I am not an attorney and don’t propose to offer a legal opinion, but it seems clear to 3 

me that the plain language of these statutory provisions precludes compensating 4 

distributed generation customers for anything other than the statutorily 5 

predetermined value of their generation. Michigan Public Act 342 of 201663, Section 6 

177(4) explicitly describes one of these two legislatively determined options as the 7 

“monthly average real-time locational marginal price for energy at the commercial 8 

pricing node within the electric utility’s distribution service territory…” The 9 

legislation also precludes any alternative that credits distributed generation customers 10 

for transmission or distribution charges, plainly stating both that “… Notwithstanding 11 

any law or regulation, distributed generation customers shall not receive credits for 12 

electric utility transmission or distribution charges…” and “A charge for net 13 

metering and distributed generation customers established pursuant to section 6a of 14 

1939 PA 3, MCL 460.6a, shall not be reduced by any credit or other ratemaking 15 

mechanism for distributed generation under this section.”(See Section 177 (4) and 16 

(5)) 17 

 18 

I don’t see how this language in Michigan law would permit implementation of an 19 

avoided cost or other construct that deviates from Section 177(4)(a) or (b).  20 

 21 

                                            
63 MCL 460.1177(4) 
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Q. How is DTE’s proposed new distributed generation tariff consistent with PA 341 1 

and PA 342? 2 

A. The legislation offers two key procedural and substantive tests for any new 3 

distributed generation tariff: 4 

1)  PA 341 dictates that the first DTE Electric rate case following June 1, 2018, 5 

will include a filing for a new distributed generation tariff. The Company’s 6 

proposal meets that requirement. 7 

2)  PA 342 177(4) defines acceptable outflow credit values as either power 8 

supply less transmission or the wholesale LMP rate. The Company’s proposal 9 

meets that requirement. 10 

 11 

Q. Is the proposed tariff consistent with Commission orders in Case No. U-18383? 12 

A. This tariff aligns with the inflow/outflow construct propounded by Staff and required 13 

to be filed by the Commission.  It further reflects the ability of utilities to file 14 

alternatives, which manifest in this filing through the SAC as well as through an 15 

outflow valued at the LMP.  It is important to note, however, that this filing is largely 16 

congruent with the structure of the Staff’s tariff.  17 

 18 

Technical and Administrative Implementation 19 

Q. What technical or administrative features of DTE Electric’s proposed 20 

distributed generation tariff cannot be implemented? 21 

A. DTE has the technical and administrative ability to fully implement the tariff as 22 

proposed. 23 

 24 
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Q. How is the proposed inflow/outflow mechanism supported by currently installed 1 

retail metering technology? 2 

A. The advanced metering infrastructure (AMI) installed across the DTE electric service 3 

territory allows for a far more precise accounting of energy flows and power 4 

requirements than the traditional, analog electric utility meter.  The devices are 5 

capable of separately recording energy drawn by the customer from the distribution 6 

system (inflow) and energy produced by the customer and sent out to the distribution 7 

system (outflow).  This distinction allows for an accurate billing of inflow energy 8 

and an accurate crediting of outflow energy. 9 

 10 

Q. What is the most appropriate time-period over which to net flows? 11 

A.  The most precise accounting of the inflow/outflow mechanism is over an 12 

instantaneous time-period.  In practice this consists of addressing total inflows and 13 

outflows as distinct categories for the billing period, capturing each incremental unit 14 

of both and representing the truest view of this bidirectional relationship. 15 

 16 

Q. Does the Company’s proposed tariff require any additional hardware 17 

investments by customers? 18 

A. The Company’s proposed tariff does not require any additional hardware investments 19 

by customers related to metering or billing.  There is no change in the metering 20 

hardware required relative to the existing net metering construct. 21 
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Q. Does the Company’s tariff filing impact the current net energy metering 1 

categories? 2 

A. The Company’s proposed tariff would apply across generation projects currently 3 

classified as Category 1, 2, and 3 distributed generation and net metering projects. 4 

The legislatively defined64, capacity-aligned program caps would remain unchanged. 5 

 6 

Q. What is DTE Electric’s proposal for grandfathering existing net energy 7 

metering customers? 8 

A. DTE concurs with Staff’s Report65, recognizing PA 341 and PA 342 call for a ten-9 

year grandfathering period from the original date of enrollment in a net metering 10 

program.  This approach provides an opportunity for existing net metering customers 11 

to recover their own investment costs while transitioning them to the new distributed 12 

generation tariff in a reasonable time-period. DTE Electric will develop a 13 

communications plan to ensure notification of rate transition. 14 

 15 

Q. What is DTE’s proposal for closing eligibility for the existing, net energy 16 

metering tariff? 17 

A. A customer should be considered “participating” in the existing net metering program 18 

based on three criteria. If these criteria are not met, then an applying customer should 19 

no longer be considered eligible for a net metering rate and should instead be subject 20 

to the new distributed generation tariff approved in this rate case. 21 

1)  They have submitted a complete application to DTE before the new 22 

distributed generation tariff is approved by Commission Order in this rate 23 

case 24 

                                            
64 See MCL 460.1173(3) 
65 MPSC Staff. “Report on the MPSC Staff Study to Develop a Cost of Service-Based Distributed Generation 
Program Tariff.” February 21, 2018 
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2)  If the application is deemed deficient by DTE, the deficiencies must be 1 

corrected by the effective date of the Commission Order in this rate case 2 

3)  If the application has been approved pursuant to the above timing, the 3 

customer must have a completed and approved installation within six months 4 

of application approval.  Any unbounded time-period in which an approved 5 

customer may install their distributed generation asset and receive the net 6 

metering rate may create a system planning and operational issue. Moreover, 7 

six months is a reasonable time-period in which to construct a distributed 8 

generator, a premise with which the Commission has concurred66. 9 

 10 

Conclusion 11 

Q.  Why does DTE believe its proposed tariff benefits Michigan, customers, and the 12 

distributed generation community? 13 

A. The conditions from which net metering arose have evolved and today DTE and the 14 

Commission can do better for customers.  DTE’s responsibility to all customers 15 

demands that the Company seek a more effective, efficient, and equitable approach 16 

for integrating distributed generation onto the Company’s distribution system.  17 

Renewable generation assets are a present and permanent feature of the Company’s 18 

electric system and a more equitable rate design will help DTE customers capture the 19 

benefits of their own energy choices without underwriting their neighbor’s decisions.  20 

A well-reasoned and clear net metering successor policy will help ensure the 21 

equitable and reliable continuation of the services DTE provides to all customers.  22 

 23 

                                            
66 Commission Order dated April 18, 2018 in case U-18255. “In the matter of the application of DTE Electric 

Company for authority to increase its rates, amend its rate schedules and rule governing the distribution and 
supply of electric energy, and for miscellaneous accounting authority”. Pg 17 
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Q. Based on the rules for new distributed generation customers discussed above, 1 

who is supporting the new distributed generation tariff? 2 

A. I’ve instructed Company Witness Dennis to develop a new tariff consistent with the 3 

principles I have discussed throughout my testimony 4 

 5 

Q. Does this complete your direct testimony? 6 

A. Yes, it does.7 
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Q. Please state your name, title, business address, and by whom you are employed. 1 

A. Camilo Serna, Vice President of Corporate Strategy, One Energy Plaza, Detroit,2 

Michigan, 48226.  I am employed by DTE Energy Corporate Services, LLC, a3 

subsidiary of DTE Energy.4 

5 

Q. Did you file direct testimony in this proceeding on behalf of DTE Electric6 

Company (DTE Electric or Company)?7 

A. Yes, I did.8 

9 

Q. What is the purpose of your rebuttal testimony?10 

A. My rebuttal testimony has two components.  First, I will address various11 

recommended changes to the Company’s electric vehicle (EV) program proposal12 

(“Charging Forward” or “the Program”).  Second, I will address direct testimony13 

from multiple parties regarding DTE Electric’s proposed distributed generation (DG)14 

tariff.  Collectively, my rebuttal testimony will address direct testimony from the15 

following parties:16 

 Michigan Public Service Commission Staff (Staff) Witnesses Ms. Baldwin, Mr.17 

Ozar and Mr. Krause;18 

 Michigan Environmental Council, Natural Resources Defense Council and Sierra19 

Club (MEC) Witnesses Mr. Jester, Mr. Baumhefner, and Mr. Rábago;20 

 ChargePoint Witness Mr. Ellis;21 

 Attorney General (AG) Witness Mr. Coppola;22 

 Michigan Energy Innovation Business Council and Institute for Energy23 

Innovation (MEIBC) Witness Ms. Sherman;24 

 Great Lakes Renewable Energy Association (GLREA) Witnesses Mr. Rafson and25 
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Mr. Crandall; 1 

 Environmental Law and Policy Center, the Ecology Center, the Solar Industries 2 

Association and Vote Solar (ELPC) Witnesses Mr. Lucas and Mr. Kenworthy; 3 

and 4 

 Soulardarity Witness Mr. Koeppel. 5 

 The absence of a discussion of other matters in my testimony should not be taken as 6 

an indication that I agree with all other aspects of intervenor testimony addressing 7 

EVs and DG.  My testimony instead focuses on high priority issues and the major 8 

flaws in the positions of these parties.   9 

 10 

Q. Are you sponsoring any rebuttal exhibits? 11 

A.  Yes.  I am sponsoring the following rebuttal exhibits: 12 

Exhibit Schedule Description 13 

 A-34 X-1 Company’s Response to MEC Discovery Request 14 

MECNRDCSCDE-6.4a and 6.4bi1 15 

 A-34 X-2 Company’s Response to ELPC Discovery Request 16 

ELPCDE-2.84 17 

 A-34 X-3 Company’s Response to ELPC Discovery Request 18 

ELPCDE-2.71a 19 

 A-34 X-4 Company’s Response to ELPC Discovery Request 20 

ELPCDE-1.10d 21 

 A-34 X-5 Company’s Response to ELPC Discovery Request 22 

ELPCDE-1.24a 23 

 24 
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CHARGING FORWARD 1 

Q. What is your impression of how is the EV program Charging Forward is perceived 2 

by all intervenors? 3 

A. There appears to be overwhelming support for approval of the Company’s proposed 4 

Charging Forward program, although certain witnesses also proposed some 5 

modifications to what the Company has proposed.  I address those proposed 6 

modifications to the Charging Forward program below. 7 

 8 

Response to Direct Testimony of Staff Witness Ozar 9 

Q. Does the Company agree with Staff Witness Ozar’s recommendation (pages 2-3) 10 

that the Commission authorize an increase in the Company’s requested Charging 11 

Forward funding in the amount of $6 million, for a total of $18 million, over a 12 

three-year period to cover the expanded pilot requests and fund additional 13 

publicly available charging stations? 14 

A. I don’t support that suggested modification to Charging Forward.  While the Company 15 

agrees that there is potential to increase the scope and expenditures associated with the 16 

Program in the future, the Company believes it is premature to increase funding and 17 

prefers to ensure it has implemented a successful program before it proposes increases 18 

in scope and budget to Charging Forward.  Based on its analysis of lessons learned from 19 

the initial stages of Charging Forward and market developments, the Company might 20 

propose changes in scope and funding in future rate cases. 21 

 22 

Q. Staff Witness Ozar (page 3, lines 5-14) recommends that recovery of the proposed 23 

program-related Operations and Maintenance (O&M) and Capital-related 24 

expenses also be deferred and recovered through regulatory asset accounting (with 25 
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return) in addition to the requested “make-ready” rebates.  Does the Company 1 

support this recommendation? 2 

A. The Company supports the recommendation to treat costs related to capital expenditures 3 

above the capital reflected in this case as a regulatory asset.  The Company’s 4 

understanding is the deferred capital related costs will include a return, depreciation, 5 

property taxes and incremental O&M (if any).  Company Witness Uzenski addresses 6 

the regulatory asset cost recovery timing in her rebuttal testimony.  However, the 7 

Company requests program-related O&M, consisting of EV Education & Outreach and 8 

program management, be recovered as base O&M. 9 

 10 

Q. Staff Witness Ozar (page 5, lines 1-6) recommends that a new EV-grid impact 11 

study be approved by the Commission and that the preliminary study framework 12 

– including partnerships, costs, and objectives – be filed in this docket within 6 13 

months of the date of the Commission’s order in this proceeding.  What is your 14 

response to this proposal? 15 

A. The Company agrees with Witness Ozar and is willing to present to the Commission - 16 

within 6 months of the order in this proceeding - a proposal to conduct an EV-grid 17 

impact study to refresh the study conducted several years ago.  The proposal will include 18 

the objectives, framework for the study, potential partnerships, and costs.  The O&M 19 

costs related to the study will be included in the Company’s subsequent rate case filing. 20 

 21 

Q. Staff Witness Ozar (page 5, lines 15-23) recommends that the school bus portion 22 

within the fleet component of Charging Infrastructure Enablement be expanded 23 

to include a substantial vehicle-to-grid pilot that tests the provision of storage 24 

services, demand response services, and other relevant ancillary services along 25 
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with additional funding.  Does the Company support this expanded school bus 1 

pilot? 2 

A. Overall the Company supports the proposal to incorporate additional pilot elements into 3 

the school bus category, but the Company’s initial objective will be to find school 4 

districts that are willing to add electric buses to their fleets.  Once the school district(s) 5 

are identified, the Company will work collaboratively to determine potential pilot scope 6 

additions and evaluate the related costs and benefits within the available program 7 

funding.  Therefore, the Company believes it is premature to request additional 8 

expenditures and Charging Forward activity related to school bus electrification. 9 

 10 

Q. Also within the fleet component, Staff Witness Ozar (page 6, lines 5-8) 11 

recommends that the Commission explicitly approve an 80A charging pilot.  Do 12 

you agree with this recommendation? 13 

A. The Company supports 80 Amp charging, but does not believe that an additional 14 

piloting element is necessary to properly promote the concept.  The Company will 15 

educate customers on this available technology as part of its site host acquisition 16 

strategy.  Any site host that requests this new technology will be able to receive it when 17 

it meets the connectivity and data sharing requirements of Charging Forward. 18 

 19 

Q. Staff Witness Ozar (page 7, lines 14-17) – in addition to MEC Witness Jester (page 20 

66, lines 19-21) and ChargePoint Witness Ellis (pages 20-21) – all recommend 21 

“future-proofing” commercial EV charging sites, in particular, direct current fast 22 

charging (DCFC) sites.  How does the Company respond to this recommendation? 23 

A. To the extent “future-proofing” is possible and reasonable, then the Company will do 24 

so.  When the site host expresses interest in upgrading the equipment to higher-powered 25 
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charging in the future (e.g., with Electrify America and Tesla), the Company will factor 1 

this into the make-ready infrastructure.  However, the Company does not agree that it is 2 

universally reasonable nor possible to “future proof” every aspect of an emerging 3 

technology.  Thus, the Company will not require that all sites be “future-proofed” for a 4 

few reasons.  First, the Company is trying to balance costs versus deployment, and it 5 

wants to ensure the level of investment at each site is appropriate.  Oversizing 6 

transformers can cause extra losses on the electrical system, and the Company is 7 

currently working to reduce these losses with a VVO/CVR study.1  Second, even with 8 

higher-powered charging coming to market, the Company believes there will still be a 9 

need for the existing Level 2 and DCFC 50 kW infrastructure.  For example, there may 10 

not be a need for a faster charger in use cases where the EV is parked for thirty minutes 11 

or more (e.g., shopping centers, restaurants, etc.).  These existing assets thus would not 12 

become “stranded” from the Company’s perspective.  Finally, it could still be a few 13 

years before these higher-powered chargers become commercially available on a 14 

broader basis.  Given the pace of the market and the inability to perfectly predict 15 

technology development, the Company does not want to unnecessarily burden utility 16 

customers with cost intensive “future-proofing” that is not yet market ready.  This is 17 

especially true when the Company expects that not all existing charging equipment will 18 

be upgraded, but rather that some all-new higher-powered stations will be developed. 19 

 20 

Q. Staff Witness Ozar (page 7, lines 22-23) – in addition to MEC Witness Jester (page 21 

70, lines 3-6) and MEC Witness Baumhefner (pages 18-19) – all request that the 22 

Company modify its current tariff rules to allow site hosts to charge by the 23 

                                            
1 Volt/VAR Optimization/Conservation Voltage Reduction study; the bigger a transformer is, the more 
energy it consumes when heated up. This is energy “lost” since it is energy generated or purchased at the 
transmission level but not billed to the customer 
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kilowatt-hour.  Do you agree with the reasoning for this recommendation? 1 

A. No.  The Company believes volumetric pricing is an imprecise signal to the customer 2 

and is not necessarily correlated with the Company’s fixed and demand-based 3 

investments.  Because of this and so as not to perpetuate the problem, the Company 4 

would be opposed to modifying its tariff provision to permit per kilowatt pricing.  5 

Furthermore, there is a well understood electric regulatory paradigm that must not be 6 

upended by engaging multiple independent agents in activities that might be confused 7 

with the provision of regulated electric service.  Only customers qualifying for DTE 8 

Electric’s Rider No. 4 (“Resale of Service”) may engage in the resale of service under 9 

limited circumstances, and those customers who qualify for Resale of Service are 10 

obligated to charge the current rates of the utility and otherwise conform to various 11 

service requirements. 12 

 13 

 The Company in its direct testimony (page CS-40, lines 7 through 12) and response 14 

to MEC’s discovery requests MECNRDCSCDE-6.4a and 6.4bi1, also included in my 15 

rebuttal testimony as Exhibit A-34, Schedule X-1, has explained the type of pricing 16 

that it envisions hosts will be able to charge to the EV drivers. 17 

 18 

Q. Staff Witness Ozar (page 9, lines 14-20) recommends that the Company “pilot 19 

novel approaches for pricing at publicly available stations that are in conformance 20 

with the essential goals of the pilot.”  What is your response? 21 

A. The Company is open to piloting novel site host pricing strategies, within reason and 22 

after appropriate consideration of the relevant consequences.  Once charging behavior 23 

is better understood, the Company will investigate pilots for incentivizing charging 24 

during the best times for the distribution system so that benefits of EV load accrue to all 25 
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utility customers.  The Company is also open to feedback and new ideas on novel pricing 1 

approaches from stakeholders as the program continues to develop over time.  It will be 2 

important to include site hosts in the discussion as they will be a key constituent in 3 

determining and testing new pricing approaches. 4 

 5 

Q. Staff Witness Ozar (page 10, lines 1-4) – in addition to Staff Witness Krause (page 6 

13, lines 13-18) – both recommend elimination of D1.9 Option 2, the monthly flat 7 

rate for unlimited vehicle charging. Does the Company support this 8 

recommendation? 9 

A. Yes, the Company supports closing the D1.9 Option 2 flat fee for new enrollment 10 

effective May 31, 2019.  Further, the Company will work to move all 173 customers 11 

currently enrolled in the Rate D1.9 Option 2 onto a new rate by December 31, 2019. 12 

 13 

Q. Staff Witness Ozar (pages 10-13), recommends that a new D1.9 option explicitly 14 

provide for AMI submetering behind a customer’s existing billing meter to 15 

separately measure and bill EV charging load and provide the opportunity to pilot 16 

other EV submetering capabilities.  Staff recommends that the Company file an 17 

application within 30 days of the Commission’s order in this proceeding to amend 18 

Rate Schedule D1.9 to do so.  What is your response to this proposal? 19 

A. The Company agrees that this is an important element that needs to be explored, but the 20 

Company does not agree that it is time to include it in the Charging Forward program.  21 

The Company believes it needs more time to evaluate the accuracy, security, and cost-22 

effectiveness of all available submetering options prior to piloting one of the available 23 

technologies.  However, this is something the Company will continue to investigate, and 24 

the resulting recommendation can be provided in one of the annual status reports of the 25 
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Charging Forward program.  Also, any existing participant in Charging Forward would 1 

be able to switch to the new rate / pilot in the future; thus, the Company believes there 2 

are no significant costs to wait until the appropriate approach is identified.  Furthermore, 3 

the Company is aware of several utilities already piloting different submetering options, 4 

thus it believes it can leverage learnings from those pilots to inform its future approach. 5 

 6 

Q. Staff Witness Ozar (page 13, line 7) states “DTE’s proposal does not provide for 7 

public updates or input into the program”.  How does the Company respond to this 8 

assertion? 9 

A. We disagree.  The Company will continue to solicit input into the program as noted in 10 

my direct testimony (page 47, lines 4-9) “DTE will seek feedback in the implementation 11 

phase as it did in the development phase to gain insights on key stakeholder feedback, 12 

site host response, market demand, and technological advances.  Using these lessons 13 

learned, DTE Electric plans to adjust Charging Forward to reflect any changes in this 14 

dynamic market and will provide updates to the MPSC periodically.”  In addition to the 15 

stakeholder feedback solicitation already planned, the Company supports the 16 

recommendation for Staff to convene a technical conference with stakeholders to 17 

improve public awareness and obtain input. 18 

 19 

Q. Staff Witness Ozar (page 13, lines 11-14) – in addition to MEC Witness 20 

Baumhefner (page 21, lines 1-10) – both recommend more regular reporting on 21 

metrics.  Do you agree with their request? 22 

A. Yes, the Company is willing to file summary reports on an annual basis, however the 23 

level of detail for the annual reports will be different (and likely less) from that of the 24 

end of the three-year program term. 25 
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Q. Staff Witness Ozar (page 13, lines 11-12) “recommends that DTE file in the U-20162 1 

docket a status report prior to implementation.”  Will the Company agree to do so? 2 

A. No.  The Company believes the testimony, rebuttal, and ultimate order resulting from 3 

this case will provide all the information stakeholders need prior to implementation.  4 

However, the Company supports stakeholder engagement meetings prior to the first 5 

annual status report it plans to file. 6 

 7 

Q. How does the Company respond to Staff Witness Ozar’s recommendation (page 8 

13, lines 18-20) that the “make-ready” rebates not be fixed by the Commission at 9 

this time, and that DTE file an updated schedule as rebate levels are adjusted over 10 

the course of the program? 11 

A. The Company agrees that the rebates will likely need to be adjusted over the course of 12 

the program and that it should maintain flexibility in rebate amounts and thus did not 13 

request for the Commission to approve any specific amounts.  The Company will 14 

provide information, on its annual reports, on the level of rebates used for the different 15 

categories of the charging infrastructure enablement component of the program.  16 

 17 

Q. Staff Witness Ozar (pages 13-14) recommends the following three performance 18 

objectives for the Charging Forward program: 1) that DTE maximize program 19 

participation at minimum cost; 2) that DTE aggressively test new and novel 20 

practices and technologies to ensure that electric load associated with the charging 21 

of EVs maximizes net benefit shared by all DTE ratepayers; and 3) that 22 

investments in “make-ready” infrastructure serve double duty by directly 23 

addressing the core barriers frustrating adoption of EVs and are leveraged by 24 

DTE to learn reasonable and practicable ways to actively manage charging times 25 
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and locations, to minimize required investment in new distribution infrastructure, 1 

and to obviate adverse grid impacts associated with uncontrolled charging.  How 2 

does the Company respond to this recommendation? 3 

A. The Company recognizes these important program elements, and has incorporated them 4 

into the overall Charging Forward program objectives.  To address Staff’s 5 

recommendations, I have updated the Program objectives (compared to those set forth 6 

in my initial direct testimony) to: 7 

 Help customers realize the benefits of EVs and reduce the barriers to adoption; 8 

 Efficiently integrate EV load with the DTE Electric distribution system by actively 9 

managing charging times and ensuring the net benefit of EV load accrues to all DTE 10 

Electric customers; 11 

 Fully subscribe the Charging Infrastructure Enablement component through 12 

thoughtful partnerships, maximizing participants while minimizing necessary 13 

infrastructure investments; and 14 

 Improve our understanding of EV load characteristics and its impact on the 15 

distribution system to prepare for widespread EV adoption in the future. 16 

 17 

Q. Staff Witness Ozar (page 14, lines 18-20) states “In order to implement the CIAC 18 

suspension, DTE should file amendatory language in its CIAC related tariffs upon 19 

approval by the Commission.”  Does the Company agree to do so? 20 

A. Yes.  The Company recommends the following tariff language be included in Section 21 

C6.1 (16), “Beginning in May 2019, the Company will waive the contribution in aid of 22 

construction calculated pursuant to Section C6 for the term of the Company’s Charging 23 

Forward program, in order to construct and extend its facilities to serve new loads 24 

associated with three categories of electric vehicle charging stations.  These categories 25 
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include: (1) DC Fast Charging stations, (2) Level 2 Charging stations, and (3) Fleet 1 

Charging stations.”  If approved, DTE Electric will include this language as part of its 2 

tariff sheets filed in compliance with a final order from the Commission.   3 

 4 

Q. Staff Witness Ozar (pages 14-15) recommends that any delayed 2018 EV pilots 5 

that are implemented subsequent to the Commission’s approval be included in the 6 

Charging Forward program for purposes of cost recovery.  Do you agree? 7 

A. Yes, the Company will include any 2018 pilot costs subsequent to the Commission’s 8 

approval within Charging Forward program costs and reporting. 9 

 10 

Response to Direct Testimony of Staff Witness Krause 11 

Q. What are your thoughts with respect to Staff Witness Krause’s recommendation 12 

that the Company’s EV report detail production as well as distribution benefits on 13 

page 12, lines 14-16? 14 

A. The Company does not oppose the suggestion, and to the extent the Company is able to 15 

identify and isolate production and distribution benefits, it will include them both within 16 

the annual status reports. 17 

  18 

Q. On page 13, lines 5-11, Staff Witness Krause also recommends that the Company 19 

analyze its current utilization of the distribution system and break it down by 20 

region, circuit, and/or substation and then track the utilization going forward to 21 

see if Charging Forward really does result in the expected cost savings from 22 

distribution system utilization.  How does the Company respond to this request? 23 

A. The Company will provide total EV load, coincident peak usage, and charger 24 

utilization on a circuit and substation basis in its annual status reports.   25 
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Response to Direct Testimony of MEC Witness Jester 1 

Q. MEC Witness Jester (pages 14-15) recommends the Commission does not cap 2 

either the number of DCFCs to be supported nor the total spending on this 3 

component of the program.  How do you respond to this proposed alternative? 4 

A. The initial cap placed on the DCFC component of the Charging Forward program is for 5 

planning purposes and to develop an initial point of view on goals for the program.  The 6 

Company will closely monitor the market with respect to program spend and propose 7 

any market-driven increases if they are merited. 8 

 9 

Q. MEC Witness Jester (page 69, lines 12-15) recommends the Commission authorize 10 

a limited pilot of up to 6 DCFC sites to provide charging for residents of multi-unit 11 

dwellings (MUDs), visitors to certain travel destinations, and low-income 12 

communities with a corresponding increase in projected spending.  Does the 13 

Company support adding this additional piloting element? 14 

A. No, the Company does not support adding this additional piloting element because it 15 

believes this can be achieved within the current construct of the Charging Forward 16 

program.  MUDs are already a target category within the Charging Infrastructure 17 

Enablement component of the program.  If the MUD site hosts prefer DCFC to Level 2 18 

charging, then the Company plans to support those requests using the DCFC rebate 19 

amounts.  The Company will continue to evaluate the MUD segment as the program 20 

progresses. 21 

 22 

Q. MEC Witness Jester (page 70, lines 7-8) states that “the Company has not addressed 23 

the problem of demand charges” for DCFCs.  Does the Company agree with that 24 

assessment? 25 
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A. No.  Commercial customers today can choose between any of the following available 1 

rates: the D3 General Service Rate, the D3.3 Interruptible General Service Rate, the D4 2 

Large General Service Rate, and the D1.9 Experimental Electric Vehicle Rate 3 

(separately metered time-of-use rate).  The D3 General Service Rate is a commercial 4 

rate without demand charges, so we expect most fast charging station owners will opt 5 

for this rate.  However, it is up to the customer to decide what is the best rate structure 6 

option. 7 

 8 

Q. MEC Witness Jester (pages 71-72) requests that the Company ensure participating 9 

DCFC site hosts cannot unreasonably price charging services until a competitive 10 

market develops.  How does the Company respond to that request? 11 

A. MEC’s suggestion is consistent with my earlier explanation and concern that upending 12 

the well understood regulatory paradigm would be unwise.  The Company currently 13 

expects that through a collaborative approach with site hosts it will be able to positively 14 

influence the reasonable delivery of EV charging services.  The Company will educate 15 

site hosts on acceptable pricing structures and track the price site hosts “charge for 16 

charging” and will aim to identify any outliers and find ways to collaborate to address 17 

the situation.   18 

 19 

Q. MEC Witness Jester (page 74, lines 1-14) recommends for the Commission to 20 

“require that the Company offer and promote TOU rates and require readiness for 21 

and participation in demand response programs for any Level 2 chargers for which 22 

the Company provides rebates.”  What are your thoughts about this 23 

recommendation? 24 

A. The Company already indicated in its testimony that it will offer and promote 25 
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commercial time-of-use (TOU) rates to site hosts.  The Company also is ensuring 1 

readiness for potential demand response (DR) programs by ensuring qualified chargers 2 

have the necessary connectivity and communication capabilities.  However, the 3 

Company does not intend to make participation in DR programs mandatory until it has 4 

learned more from its current DR pilot with Ford, General Motors, and Chrysler. 5 

 6 

Response to Direct Testimony of MEC Witness Baumhefner 7 

Q. Do you support MEC Witness Baumhefner’s recommendation (page 12, lines 18-8 

20) that the Company report aggregated load profile data for participating 9 

customers on different time-of-use (TOU) rates to allow for comparisons of the 10 

impact of differing pricing options on charging behavior? 11 

A. Yes, and the Company can provide this information in its annual status reports for 12 

Charging Forward. 13 

 14 

Q. How do you respond to MEC Witness Baumhefner’s proposal (page 18, lines 4-8) 15 

for the Company to ensure TOU prices pass through to EV drivers as the default 16 

arrangement for site hosts participating in the program? 17 

A. As the Company has described before, it will work in a collaborative approach to inform 18 

site hosts regarding the potential pricing options available to charge EV drivers.   For 19 

the early stages of Charging Forward, the Company wants to focus initially on better 20 

understanding charging behavior.  If this proves to be an issue as the Company learns 21 

more about charging behavior, then it could be something to explore in the future.  22 

 23 

Q. MEC Witness Baumhefner (page 20, lines 18-20) recommends the Company vary 24 

the number of DCFC stations per site – and the corresponding rebate size – to 25 
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encourage installations that better reflect the urbanized nature of much of its 1 

service territory and to accommodate future growth.  Will the Company adopt this 2 

recommendation? 3 

A. See page 10 for the Company’s perspective on flexing the rebate size.  With regard to 4 

the number of DCFC stations per site, the Company does not intend to limit any site to 5 

a certain number of charging stations.  The number of stations is dependent on the site 6 

hosts’ preferences, and the Company will prioritize sites with a minimum of two stations 7 

for redundancy purposes.  8 

 9 

Q. MEC Witness Baumhefner (page 21, lines 11-15) requested clarity in the 10 

Company’s ability and intent to collect data for on-peak vs. off-peak charging.  11 

Can you please address this concern? 12 

A. Yes, the Company intends to compare on-peak vs. off-peak charging for any of the 13 

chargers participating in the program, and this will be included in its annual status 14 

reports. 15 

 16 

Q. MEC Witness Baumhefner requests that the Company adopt a goal for 17 

deployment at MUDs (pages 22-23).  Does the Company agree? 18 

A. The Company does not agree.  The Company believes it is difficult to commit to 19 

minimum deployments within each charging infrastructure category because its “make-20 

ready” model is highly dependent on finding site hosts willing to make an investment.  21 

Rather than committing to a specific target before completely understanding the nascent 22 

market’s appetite for such a program, I outlined the Company’s strategy for multi-23 

dwelling units in my direct testimony on page 33, lines 23-24 and page 34, lines 1-3 as 24 

follows: “DTE will prioritize any charging request from property managers and 25 
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landlords to ease the capital investment required and help facilitate the process.  DTE 1 

will also, through its site host outreach efforts, engage this market segment to 2 

understand the potential for infrastructure deployment and ways the Charging Forward 3 

program can be helpful.”  The Company can provide updates on MUD participation in 4 

its annual status reports. 5 

 6 

Q. MEC Witness Baumhefner (page 25, lines 1-3) also recommends the Company 7 

increase the size of MUD rebates to ensure adequate participation of this segment 8 

in Charging Forward.  Do you agree with this recommendation? 9 

A. Although the Company understands this could be a potential area to explore, it first 10 

wants to test the market to apply the same rebate amounts as in other site host segments.  11 

If participation is lagging, then the Company will reevaluate after one year to see if the 12 

MUD rebate amounts might facilitate increased participation.  The Charging Forward 13 

proposal provided for an indicative rebate amount, and the Company has indicated that 14 

it will flex the rebate amount to respond to market information gathered as the program 15 

is implemented. 16 

 17 

Response to Direct Testimony of ChargePoint Witness Ellis 18 

Q. ChargePoint Witness Ellis (page 21, lines 4-13) recommends the establishment of 19 

a Program Advisory Council (PAC).  Does the Company support this 20 

recommendation? 21 

A. The Company disagrees with the suggestion.  The Company believes stakeholder 22 

feedback is a critical component of success for the Charging Forward program, and the 23 

Company has already used extensive stakeholder feedback to develop the Program.  24 

However, the Company does not believe a formal advisory council needs to be 25 
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established to solicit this feedback.  The Company expects to continue to seek active 1 

feedback as the program transitions to implementation.  The Company will also 2 

continue to participate in Staff technical conferences, EV convenings, and other 3 

stakeholder meetings as they arise.  4 

 5 

Response to Direct Testimony of Attorney General Witness Coppola 6 

Q. Attorney General Witness Coppola (page 61, lines 3-4) recommends “the 7 

Commission reject the Company’s “Make-Ready” proposal and the related capital 8 

expenditures of $1,744,000 in the projected test year.”  What are your thoughts with 9 

regard to Witness Coppola’s reasoning for this recommendation? 10 

A. I disagree. A primary barrier to adoption is the lack of publicly available charging 11 

infrastructure.  Per the Idaho National Laboratory, “Private investment in public 12 

charging stations is often not profitable under current market conditions because the 13 

revenues earned from offering public charging services have not offset the costs of 14 

purchasing, installing, and operating the stations.  […] the availability of public 15 

infrastructure provides consumer confidence against ‘range anxiety,’ or the perceived 16 

fear by (EV) drivers of becoming stranded once the battery is depleted; however, this 17 

availability means that infrastructure must naturally precede the adoption of (EVs).”2  18 

Since the Company believes increased EV adoption is beneficial to all DTE Electric 19 

customers, and since the Company’s electric service territory is home to the auto 20 

industry in the United States, aiming to lower the upfront capital cost for site hosts in 21 

the near term is likely to help the market grow and become self-sustainable in the long 22 

term while simultaneously improving the prospects for an important source of local 23 

economic activity.   24 

                                            
2 https://avt.inl.gov/sites/default/files/pdf/reports/DCFCChargingComplexSystemDesign.pdf 
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 A broad group of stakeholders3 filed comments in Case No. U-18368 on November 17, 1 

2017 stating “the private investment committed to deploy charging equipment and 2 

services in Michigan is not enough to close the infrastructure gap across the state 3 

(especially in underserved markets including multi-unit dwellings), so public and utility 4 

investments should be utilized to complement private funding sources to establish a 5 

foundational charging infrastructure in Michigan.”  Attorney General Witness 6 

Coppola’s states on page 60, lines 15-16: “if the EV charger connection does not make 7 

economic sense under the existing policy, it should not be installed.”  Not only does this 8 

position oppose what participating stakeholders have agreed is important in past 9 

Michigan EV technical conferences and convenings, it also fails to resolve the 10 

challenges faced by potential charging station owners in the near term.   11 

 12 

 As explained by Staff Witness Ozar (page 4, lines 7-14)  “[i]t is reasonable, prudent, 13 

and in the public interest for the Commission to approve the proposed Charging 14 

Forward program.  […] Staff is confident that an enhanced Charging Forward program 15 

will markedly accelerate the adoption of PEV’s in DTE’s service territory in a way that 16 

further increases the likelihood of system wide benefits to DTE’s ratepayers, as actively-17 

managed charging practices and new technologies are deeply explored.”   18 

 19 

Distributed Generation Tariff 20 

Q. Can you provide a summary of your rebuttal testimony? 21 

A. The Company agrees with many of the witnesses that it is important to set the right 22 

approach and framework for the new distributed generation tariff so Michigan can 23 

                                            
3 Joint Comments of DTE Electric Company, Actia, Advanced Energy Economy, The Alliance for 
Transportation Electrification, Clean Fuels Michigan, Consumers Energy Company, The Ecology Center, 
Edison Electric Institute, Ford Motor Company, General Motors, Greenlots, Michigan Electric and Gas   
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implement a cost-based and equitable tariff for to all customers, not just those that install 1 

distributed generation.  There is also an opportunity to leverage new technology to 2 

replace the net metering energy program that has been in place for almost 10 years in 3 

Michigan with a new distributed generation tariff that leverages the new technology.  4 

As such, DTE observed from the different position taken by the parties that there is 5 

almost universal agreement in the need to move to the Inflow/Outflow model as the new 6 

tariff for distributed generation.  There were disagreements regarding the outflow rate 7 

and the Company’s proposed System Access Contribution (SAC).  My rebuttal 8 

testimony will focus on addressing those disagreements and further highlighting why 9 

the Company believes its proposal meets the requirements set in Public Acts 341 and 10 

342 and will ensure a cost-based and equitable tariff that will underpin the future 11 

development of distributed generation in Michigan. 12 

 13 

Q. How is your rebuttal testimony structured? 14 

A. My rebuttal testimony will be structured in five different sections, each addressing direct 15 

testimony, arguments and recommendations from different witnesses.  The five sections 16 

are: 17 

 The Inflow/Outflow Model; 18 

 Public Act 342 Sections 177(4) and (5);  19 

 The Outflow Rate; 20 

 System Access Contribution (SAC); and 21 

 Other Recommendations 22 

In addition to my rebuttal testimony, Company Witness Dennis will address specific 23 

issues raised by intervenors related to the proposed new distributed generation tariff 24 

(Rider 18) and Company Witness Mueller will address issues related to the impact of 25 
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distributed generation customers on the Company’s electric distribution system.  1 

 2 

The Inflow/Outflow Model 3 

Q. What was the general response to DTE Electric’s proposal to use Inflow/Outflow 4 

as a method for the new tariff for distributed generation customers and to replace 5 

Net Energy Metering (NEM)? 6 

A. In general, the response was positive. Staff Witness Ozar (page 16, lines 6-15), for 7 

example, indicated that “DTE fully complied with the Commission’s directive by filing 8 

an Inflow/Outflow tariff.”  Mr. Ozar further indicated that “[t]he Staff is pleased with 9 

DTE’s request for an Inflow/Outflow tariff and will not be addressing the continuation 10 

of Net Energy Metering (NEM) in its direct case, as that issue is moot.”   11 

 12 

 In addition to Staff, the clear majority of the other witnesses (MEC Witnesses Rábago 13 

and Jester, ELPC Witnesses Kenworthy and Lucas and GLREA Witness Crandall) have 14 

indirectly accepted the use of the “Inflow/Outflow” model but propose different 15 

mechanisms to set the outflow rate.  Later in my testimony, I will address each of those 16 

recommendations. 17 

 18 

Q. ELPC Witness Lucas (pages 37, lines 9-13) argues that “Even though Michigan has 19 

enacted legislation that had advanced the NEM successor discussion, the degree of 20 

DG PV penetration in DTE’s territory still remains important context.  Contrary to 21 

DTE’s interpretation, the statute provides flexibility on how to implement successor 22 

tariffs, and the magnitude of the impact of these successor tariffs is important to 23 

consider in setting equitable policy.”  In addition, ELPC Witness Kenworthy (pages 24 

17-18) indicates that “In the interim, as residential DG continues to grow, improved 25 
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technological options and increased data from net metering experiences across the 1 

country will provide the Commission with better and more reliable information with 2 

which to assess whether any costs that are incurred at higher penetration levels would 3 

justify a change in the rate design when those higher levels are reached”.  What is 4 

your opinion of ELPC’s arguments? 5 

A. Mr. Lucas’ arguments fail to provide proper context on the rationale and drivers that 6 

require Michigan to move past net metering as the tariff mechanism to compensate 7 

distributed generation customers.  Let me elaborate to close the gaps that ELPC fails to 8 

address.   9 

 10 

As described in my direct testimony (page 48, lines 5-15) the legislature provided for 11 

the Commission to “…conduct a study on an appropriate tariff reflecting equitable cost 12 

of service for utility revenue requirements for customers who participate in a net 13 

metering or distributed generation program under the clean and renewable energy 14 

waste reduction act.”  After conducting such study, the Commission Order (page 18) in 15 

Case No. U-18383, dated April 18, 2018, directed utilities to file the “Inflow/Outflow 16 

tariff; attached to [that] Order as Exhibit A.”4  Mr. Lucas fails to acknowledge that a 17 

lengthy stakeholder process that lasted close to a year was already conducted by the 18 

Commission which provided for participation from multiple stakeholders, including 19 

ELPC.  Mr. Lucas also fails to recognize that the Commission in the same Order (page 20 

11) indicated that “[t]he Inflow/Outflow tariff is an adaptable billing mechanism that 21 

allows for equitable COS [cost of service] and is enabled by improved data collection.” 22 

 23 

The level of penetration of distributed generation in DTE Electric’s service territory 24 

                                            
4 Commission went on to state in Order (page 18) that “The rate-regulated utility may also file its own 
distributed generation tariff, if desired.” 
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shouldn’t be a factor when developing a tariff that reflects equitable cost of service, nor 1 

was that a critical consideration by the Commission when making its determination to 2 

regarding the “Inflow/Outflow” billing method.  In addition, given the improved 3 

metering capabilities described in my direct testimony (page 57, lines 1-4) an 4 

opportunity exists to replace an outdated method such as net metering that relied on 5 

legacy, analog equipment that did not provide the flexibility available today.  6 

Furthermore, there are other benefits to replacing net metering with the Inflow/Outflow 7 

model before more distributed generation is adopted: 8 

 At limited levels of adoption, it is easier to address issues such as grandfathering 9 

existing distributed generation customers; 10 

 Communication of the new distributed generation program will reach the majority 11 

of the customers; and   12 

 The distributed generation industry (mainly rooftop solar) is not a new and emerging 13 

industry that should require the continued incentive support from net metering.   14 

 15 

In summary, the Company agrees with Staff Witness Ozar (page 16, lines 11-13) in 16 

indicating that Staff “… will not be addressing the continuation of Net Energy Metering 17 

(NEM) in its direct case, as that issue is moot.” 18 

 19 

Q. ELPC Witness Kenworthy (pages 10-11) challenges the Company’s explanation of 20 

cost shifting from net metering customers to traditional customers?  How do you 21 

respond to Mr. Kenworthy’s arguments? 22 

A. Although Staff has confirmed that a continued discussion about net metering is a moot 23 

point, I will nevertheless address Mr. Kenworthy’s comment that “Witness Serna 24 

provides no calculations, citation or documentation to support this assertion [that DG 25 
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customers shift costs to non-DG customers].”   1 

 2 

 First, the Company in its response to ELPC’s discovery request ELPCDE-2.84, also 3 

included in my rebuttal testimony as Exhibit A-34, Schedule X-2, provided a sample 4 

analysis of five customers with various sized generators, and showed the various 5 

impacts that an earlier version of the Company’s proposed DG tariff would have 6 

compared to the existing net metering construct.  In that specific analysis, the annual 7 

difference between a customer with net metering and a customer under the proposed 8 

concept presented by the Company (inflow/outflow with a SAC) ranges from $65 to 9 

$1,022 with the average being $529.    10 

 11 

 Second, the Company submits that there are multiple other non-utility organizations that 12 

have noted the existence of the cost-shifting that Mr. Kenworthy fails to recognize.  For 13 

example, Barbara Alexander (a representative of state and national consumer 14 

advocates), Ashley Brown (executive director of the Harvard Electricity Policy Group) 15 

and Ahmad Faruqui (economist with the Brattle Group) stated that “However, net 16 

metering is causing an unfair shift of costs to non-solar customers.  This policy is unfair 17 

because it is too expensive, because it shifts essential electricity service costs to those 18 

who cannot afford or install solar in their roofs, and because its justification to 19 

jumpstart a nascent industry is no longer applicable.”5  Another example is the 20 

Massachusetts Institute of Technology (MIT) which in their Future of Solar Energy 21 

report indicated that “In an efficient and equitable distribution system, each customer 22 

would pay a share of distribution network costs that reflected his or her responsibility 23 

for causing those costs.  Instead, most U.S. utilities bundle distribution network costs, 24 

                                            
5 Alexander, Barbara; Brown, Ashley; Faruqui, Ahmad. “Rethinking Rationale for Net Metering.” Public 
Utilities Fortnightly, October 2016. 
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electricity costs, and other costs and then charge a uniform per-kWh rate that just covers 1 

all these costs. When this rate structure is combined with net metering, which 2 

compensates residential PV generators at the retail rate for the electricity they generate, 3 

the result is a subsidy to residential and other distributed solar generators that is paid 4 

by other customers on the network. This cost shifting has already produced political 5 

conflicts in some cities and states — conflicts that can be expected to intensify as 6 

residential solar penetration increases.”6(emphasis added). 7 

 8 

Third, in my direct testimony (pages 55-56) I provided references to analysis of the level 9 

of cost shift that has been studied across five different states.  The estimated range of 10 

the annual cost shift in that report is $444 to more than $1,700 per customer.   11 

 12 

 Finally, it is also instructive to note Staff’s observations in their February 21, 2018 report 13 

(page 26) that highlighted “Because, true net metering as it has been traditionally 14 

implemented, does not recover the fair and equitable use of the grid, concerns about the 15 

fairness of net metering have been raised, not only in Michigan, but in other states, and 16 

have prompted regulatory activity and reports.”  And Staff Witness Ozar, at page 26 of 17 

his direct testimony provided even a stronger statement indicating that the 18 

Inflow/Outflow billing method avoids “…the primary subsidy related to NEM which is 19 

the inclusion of the distribution charge … in the outflow compensation formula.”  20 

 21 

Q. MEIBC Witness Sherman (page 15, lines 12-23) indicates that the proposed 22 

distributed generation tariff will create significant confusion and uncertainty 23 

among customers.  How do you respond?   24 

                                            
6 “The Future of Solar Energy.” Energy Initiative Massachusetts Institute of Technology, 2015. 
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A. The Company believes that the Inflow/Outflow tariff method is simpler than the current 1 

net metering construct and it will be easier for future distributed generation customers 2 

to understand as the inflows and outflows will be clearly separated in the bill.  3 

Furthermore, the Staff Report filed in Case No. U-18383 dated February 21, 2018 stated, 4 

“The [Inflow/Outflow] framework is simple, accommodates a wide array of potential 5 

future rate designs, such as those including demand charges, dynamic pricing, and 6 

dynamic credits. In addition, the Inflow/Outflow billing mechanism is transparent in 7 

effecting clear and accurate pricing signals, and thus can form the basis for future load-8 

control and demand-response programs that target DG customers.” (emphasis added).  9 

Furthermore, current distributed generation customers under net metering will have a 10 

grandfathering period that will allow them plenty of time to understand the differences 11 

before they switch to the new distributed generation tariff.  12 

 13 

Q. ELPC Witness Kenworthy (pages 51-55), MEIBC Witness Sherman (pages 16-18), 14 

MEC Witness Rábago (pages 28-29) and GLREA Witness Rafson (page 8) argue 15 

that the proposed DG tariff would have a significant adverse impact on future 16 

solar development in Michigan, decrease the cost-effectiveness of distributed 17 

generation projects and that new customers will be deterred by the economics of 18 

installing their own system in DTE Electric’s service territory.   In addition, ELPC 19 

Witness Lucas (page 31, lines 3-6) and GLREA Witness Crandall (page 13, lines 20 

7-10) indicate that DTE Electric has not provided an analysis of how the 21 

Company’s proposal will affect prospective DG customers.  How do you respond?  22 

A. The Company has developed a cost-based distributed generation tariff consistent with 23 

Public Acts 341 and 342.  The proposed Inflow/Outflow billing method, as with net 24 

metering, preserves the same construct for any power generated that is consumed onsite 25 
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which DTE believes is the main objective for the deployment of distributed generation. 1 

Michigan makes this clear both in 460.1005(b) where it indicates that an “"Eligible 2 

electric generator" means a methane digester or renewable energy system with a 3 

generation capacity limited to the customer's electric need.” (emphasis added) and in 4 

460.1173(2) where it states “Except as otherwise provided under this part, an electric 5 

customer of any class is eligible to interconnect an eligible electric generator with the 6 

customer's local electric utility and operate the eligible electric generator in parallel 7 

with the distribution system. The program shall be designed for a period of not less than 8 

10 years and limit each customer to generation capacity designed to meet up to 100% 9 

of the customer's electricity consumption for the previous 12 months.  The commission 10 

may waive the application, interconnection, and installation requirements of this part 11 

for customers participating in the net metering program under the commission's March 12 

29, 2005 order in case no. U-14346.” (emphasis added).  Furthermore, distributed 13 

generation customers can use energy from the grid at the standard retail rate, and they 14 

earn a credit based on the amount of energy they export to the grid through their own 15 

generation.  The proposed distributed generation tariff is designed to compensate 16 

customers fairly for the energy they export.  This provides a clearer picture of how much 17 

energy a customer buys and sells.  If an appropriate new tariff is adopted in this 18 

proceeding, future DTE Electric customers will be able to make their own reasoned 19 

decisions to install distributed generation considering demonstrable economics.  The 20 

Company does not, therefore, agree that its proposed tariff is meaningfully impacting 21 

any DTE Electric customer decisions now.  22 

 23 
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 In addition, since the implementation of net energy metering in 2009, residential solar 1 

installation costs have decreased significantly.  Below are a few data points from the 2 

U.S. Solar Photovoltaic System Cost Benchmark: Q1 2017 from the National 3 

Renewable Energy Laboratory (NREL)7 4 

  5 

 NREL further conducts a study that shows that the Levelized Cost of Energy (LCOE) 6 

has been reduced by 70% in the same time.  Thus, from an economic perspective (and 7 

setting aside the reality that the law has materially changed with respect to solar 8 

generation compensation), a shift to appropriate compensation for solar generation is 9 

also taking place during a period of significant fixed cost reductions for solar generation 10 

equipment.  The Company acknowledges that the change in the tariff will represent a 11 

change in the compensation for future customers, but that is a normal occurrence in any 12 

instance when an incentive is phased out, and as the data above shows, over the same 13 

time, costs have been reduced which should help mute the impact significantly.  14 

 15 

 In summary, the Company believes, and the Legislature agreed, that now is an 16 

opportune time to replace the generous incentive provided by net metering and replace 17 

it with a more equitable approach, that will still provide an opportunity for market 18 

development based on the significant cost reductions solar generation suppliers enjoy.  19 

By developing an equitable tariff, an appropriate price signal will be implemented which 20 

                                            
7 Ran Fu, David Feldman, Robert Margolis, Mike Woodhouse, and Kristen Ardani.  “U.S. Solar Photovoltaic 
System Cost Benchmark: Q1 2017.”  NREL, September 2017 

Units 2010 2017

Installed costs $/Watt DC 7.84 2.8 64% Decrease

Annual degradation 1.00% 0.75% 25% Decrease

Inverter replacement $/Watt DC 0.41 0.13 68% Decrease

Inverter lifetime Years 10 15 50% Increase

O&M Expenses $/kW-yr 37 21 43% Decrease

Inverter efficiency % 94% 98% 4% Increase

Improvement
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will support the deployment of private distributed generation in Michigan for years to 1 

come. 2 

  3 

Q. GLREA Witness Rafson (pages 16-17) indicates that DTE Electric’s DG tariff 4 

proposal represents an “abusive grab of monopoly privilege by the utilities and will 5 

result in the perpetuation of a top-down unidirectional power distribution system.”  6 

Similar argument is made by MEC Witness Rábago who indicates that DTE 7 

Electric’s proposal is “…excessive and unreasonable, and therefore, if approved, 8 

would be confiscatory.”  How do you respond to these strong claims? 9 

A. As described before, the Company has developed a cost-based DG tariff consistent with 10 

Public Acts 341 and 342 and Commission Order in Case No. U-18383.  The law has 11 

changed, thus the Company objects to the characterization of its tariff as being abusive 12 

or otherwise inappropriate or unjustified. Both Mr. Rafson and Mr. Rábago have failed 13 

to provide meaningful evidence or justification for their statements.  The Company 14 

understands that the proposed distributed generation tariff represents a change from the 15 

current net metering construct.  But as described before, net metering represents a 16 

generous incentive (that is unjustified, both economically and from a cost of service 17 

standpoint) method to compensate distributed generation and creates a cost shift 18 

between distributed generation and non-distributed generation customers, a position 19 

also supported by Staff.  Removal of an incentive such as net metering is not an “abusive 20 

grab of monopoly power” or “confiscatory” but just the logical next step in the 21 

development of an equitable tariff for all of DTE Electric’s customers. 22 

 23 

Public Act 342 Sections 177(4) and (5)  24 

Q. Staff Witness Ozar (page 20) argues that the Commission has previously addressed 25 
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the legal issue of whether Section 177(4) limits the Commission ability to set 1 

outflow compensation under a DG tariff authorized under Section 6a(14) of Public 2 

Act 341.  Similar arguments are made by MEIBC Witness Sherman (page 7), 3 

ELPC Witness Lucas (page 28) and MEC Witness Rábago (page 53).  What is your 4 

response? 5 

A. The Company recognizes that the Commission addressed this issue in its April 18, 2018 6 

Order (pages 14-15) in Case No. U-18383.  Nevertheless, the Company maintains that 7 

its positions regarding, among other matters, Sections 177(4) and (5) are correct and 8 

reserves all of its legal rights to contest outcomes inconsistent with its positions.  It is 9 

the Company’s prerogative to propose tariffs of its own choosing to properly manage 10 

its business, including the Company’s choice of a lawful compensation method for 11 

distributed generation which it has fully supported in this proceeding.   12 

 13 

Q. Staff Witness Ozar (18-20) argues that 177(4) only applies to “modified net 14 

metering.”  What is your response to this argument? 15 

A. Mr. Ozar’s interpretation of Public Act 295 seems to indicate that since Section 177(4) 16 

appeared to conflict with the definition of “true net metering”, thus, it must follow that 17 

Section 177(4) must only apply to “modified net metering.”  The Company disagrees 18 

with Mr. Ozar’s interpretation.  In Public Act 342, the legislature changed statutory 19 

language to remove the net metering references from section 177(4) and instead used 20 

the words “distributed generation.”  See the table below with the language for Section 21 

177(4) for both Public Act 295 and the new language from Public Act 342.  The 22 

Company has added emphasis to the relevant references where the legislature changed 23 

the reference from net metering to distributed generation.  24 

 25 
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 1 
Public Act 295 Language Public Act 342 Language 
(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: 

(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, 
distributed generation 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. 

(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 distributed 
generation 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. 

(b) The electric utility’s or alternative electric 

supplier’s power supply component, excluding 
transmission charges, of the full retail rate during 
the billing period or time-of-use pricing period. 

  2 

 Thus, it is very clear that the legislature intentionally changed the language to remove 3 

references to net metering.  In my opinion, the Legislature could not have meant for 4 

section 177(4) of Public Act 342 to only apply to “modified net metering” customers 5 

who are grandfathered under section 188.   If they had meant to do that, they would have 6 

left the language as it was in Public Act 295.   7 

 8 
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Q. Staff Witness Ozar (page 19-20) also argues that if Section 177(4) is viewed as 1 

applying universally, then even the Inflow/Outflow model is invalid.  Mr. Ozar 2 

writes “If DTE’s interpretation was accepted, then necessarily its own request to 3 

implement an Inflow/Outflow billing mechanism would conflict with Section 177(4), 4 

since the statutory provision provides compensation at the full retail rate for power 5 

outflows up to the level of power inflows during the billing month, whereas DTE is 6 

requesting to compensate power outflows during a billing period at the monthly-7 

average real-time LMP.”  What is your response? 8 

A. I believe Mr. Ozar is mischaracterizing Section 177(4) because the credits described in 9 

177(4)(a) and (b) only apply to excess generation that flows back onto the grid “The 10 

credit per kilowatt hour for kilowatt hours delivered into the utility’s distribution system 11 

shall be either of the following…”  The language is clear that the application of the 12 

credits does not apply to generation used onsite.  Generation used onsite allows a 13 

distributed generation customer to avoid paying the full retail rate for that amount of 14 

generation but the utility does not compensate a distributed generation customer with a 15 

“credit” at the retail rate. 16 

 17 

Q. Staff Witness Ozar (page 19) also argues that DTE’s interpretation of Section 18 

177(4) “would negate the true NEM option under Section 183 of Act 341, which 19 

allows for the continuation of NEM for those customers…”  How do you respond to 20 

Mr. Ozar’s argument? 21 

A. As I explained before, DTE Electric notes that Section 177(4) was changed to remove 22 

references to net metering and replaced those references with distributed generation thus 23 

it does not apply to grandfathered net metering customers.   24 

 25 
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Q. Staff Witness Ozar (pages 17-18) argues that 177(4) specifies the legally available 1 

compensation rates for “excess kilowatt hours” under “modified net metering.”  2 

Mr. Ozar argues that “excess kilowatt hours” is not the same as “total power 3 

outflows.”  Similar argument is made by MEC Witness Rábago (page 54).  How 4 

do you respond to these arguments? 5 

A. Neither “total power outflows” nor “excess kilowatt hours” are defined by statute, 6 

although the latter phrase is used in Section 177(4).  Mr. Ozar claims that Section 177(4) 7 

“divides the total power outflows (power physically injected into the utility distribution 8 

grid) into two portions. The quantity ‘excess kilowatt hours’ is the residual portion 9 

remaining after power outflows are netted against power inflows during the billing 10 

period.”  11 

  12 

 However, a close read of 177(4) reveals that the statute says something different: 13 

“…Notwithstanding any law or regulation, distributed generation customers shall not 14 

receive credits for electric utility transmission or distribution charges. The credit per 15 

kilowatt hour for kilowatt hours delivered into the utility's distribution system shall be 16 

either of the following: [LMP or Power Supply – Transmission].” [MCL 460.177(4) 17 

(emphasis added)].  Thus, it is clear that the customer credit choices set forth in Section 18 

177(4) apply to ALL kilowatt hours “delivered into the utility’s distribution system,” 19 

not just the net outflows.  In other words, Mr. Ozar is incorrect that the Legislature 20 

divided power outflows for purposes of the distributed generation compensation 21 

contemplated by Act 342. 22 

 23 

Q. Staff Witness Baldwin (page 7) disagrees with DTE’s proposal to limit application 24 

of the outflow credit to power supply and PSCR charges.  Witness Baldwin refers 25 
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to the Commission Order in U-18383 that says “Under any reasonable 1 

interpretation, the transmission and distribution exclusion cannot refer to the level of 2 

accrued credits that can be applied to the customer bill for the following billing period 3 

since subsection (4) expressly allows the offset of the total power supply charges 4 

(which include transmission charges). Clearly, the transmission and distribution 5 

exclusion only applies to the modified net metering formula for calculating credits for 6 

the portion of outflow that exceeds inflow.”  How do you rebut Staff Witness 7 

Baldwin? 8 

A. The Company believes that Section 177(4)(b) is very clear that the credits should not 9 

include transmission charges as part of the ouflow rate.  The comparison between the 10 

language from Public Act 295 and 342 presented in a prior response in this rebuttal 11 

section is very clear about that difference.  In addition, as explained in my previous 12 

answer, MCL 460.177(4) says “Notwithstanding any law or regulation, distributed 13 

generation customers shall not receive credits for electric utility transmission or 14 

distribution charges.  The credit per kilowatt hour for kilowatt hours delivered into the 15 

utility's distribution system shall be either of the following: [LMP or Power Supply – 16 

Transmission].”  (emphasis added) Company Witness Dennis will further address the 17 

proposal on limiting the application of the outflow credit to the power supply and PSCR 18 

charges in his rebuttal testimony. 19 

 20 

Q. Do you have any other observations concerning Witness Ozar’s and Witness 21 

Rábago’s positions concerning Public Act 342? 22 

 With respect to Witness Ozar, his positions nowhere address what seems to me to be a 23 

plain intent to eliminate all crediting for transmission and distribution. The inclusion of 24 

distribution and transmission credits in the existing net metering tariff represents an 25 
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incentive that the Legislature has clearly indicated it wants to remove from future 1 

distribution generation programs.  Furthermore, the salient fact is that the Legislature 2 

has now twice (once in Public Act 295 and again in Public Act 342) made clear that 3 

there cannot be credits for transmission or distribution associated with net metering 4 

and/or distributed generation.  In Public Act 295, the Legislature unequivocally 5 

determined that transmission and distribution credits were inappropriate and unlawful 6 

(i.e., “Notwithstanding any law or regulation, distributed generation customers shall 7 

not receive credits for electric utility transmission or distribution charges.”) (emphasis 8 

added) Of course, “notwithstanding” means “nevertheless” or “in spite of the fact that.”  9 

The Legislature reiterated in Act 342 in MCL 460.1177(5) that: “A charge for net 10 

metering and distributed generation customers established pursuant to section 6a of 11 

1939 PA 3, MCL 460.6a, shall not be reduced by any credit or other ratemaking 12 

mechanism for distributed generation under this section.”(emphasis added) 13 

Furthermore, it is clear that the prohibition on credits applies to both net metering 14 

customers and distributed generation customers: “Within 1 year after the effective date 15 

of the amendatory act that added this subsection, the commission shall conduct a 16 

study on an appropriate tariff reflecting equitable cost of service for utility revenue 17 

requirements for customers who participate in a net metering program or distributed 18 

generation program under the clean and renewable energy and energy waste 19 

reduction act, 2008 PA 295, MCL 460.1001 to 460.1211. In any rate case filed after 20 

June 1, 2018, the commission shall approve such a tariff for inclusion in the rates of 21 

all customers participating in a net metering or distributed generation program 22 

under the clean and renewable energy and energy waste reduction act, 2008 PA 295, 23 

MCL 460.1001 to 460.1211.” (emphasis added).  In addition, the very purpose of Act 24 

342 requires programs to be “cost effective.” (MCL 460.1001(2)) and Act 341 requires 25 
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that “[i]n establishing cost of service rates, the commission shall ensure that each class, 1 

or sub-class, is assessed for its fair and equitable use of the electric grid.” (MCL 2 

460.11) 3 

  4 

 With respect to Witness Rábago, despite lengthy consideration of Public Acts 341 and 5 

342 and PURPA (Rábago Direct pages 22-62), fundamentally, Witness Rábago only 6 

argues that the Company’s tariff is “not based on equitable cost of service principles” 7 

and is “discriminatory and unreasonable.”  He nowhere identifies any actual violation 8 

of law (nor, presumably, is he providing a legal opinion) – and merely offers speculative 9 

conclusions regarding the Company’s cost to serve distributed generation customers and 10 

the value of distributed generation customer generation.  (Rábago Direct page 27) For 11 

example, Witness Rábago argues that, in addition to Michigan law, PURPA applies to 12 

the distributed generation tariff because solar generation is likely to satisfy the 13 

requirements for Qualified Facility (QF) status. (Rábago Direct pages 34-35) Witness 14 

Rábago goes on to suggest that the economic bases for the Company’s distributed 15 

generation tariff are discriminatory, not “cost based” and insufficiently supported. 16 

(Rábago Direct pp. 34-46) To the contrary, it is clearly the Company (not Witness 17 

Rábago) that has the most actual cost and operational experience with distributed solar 18 

generation in Michigan in DTE Electric’s electric service territory.  Witness Rábago’s 19 

platitudes and experience elsewhere do not substitute for the unique understanding of 20 

DTE Electric’s system and costs which the Company’s Rider 18 DG reflects, as 21 

explained in more detail by Witnesses Dennis and Mueller. 22 

 23 

Q. Staff Witness Ozar (page 20, lines 18-20) also argues that the Commission is 24 

“unrestricted in its ability to approve any approach that is fair, reasonable, and in the 25 
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public interest.”  Do you agree with Mr. Ozar’s assertion? 1 

A. It is unclear what Witness Ozar intends with respect to his assertion that the Commission 2 

is “unrestricted.”  The only point I will make is that it is DTE Electric’s management 3 

prerogative to propose tariffs of its own choosing to operate its electric utility business, 4 

consistent with the law, including the Company’s choice of a compensation method for 5 

distributed generation which it has fully supported in this proceeding.  6 

 7 

Q. How do you summarize the arguments that DTE has made regarding the 8 

applicability of Sections 177(4) and (5) to the implementation of a new distributed 9 

generation tariff? 10 

A. In the responses, above, the Company has clearly demonstrated how Sections 177(4) 11 

and (5): 12 

 Applies to distributed generation customers under a new Inflow/Outflow method 13 

and not to “modified net metering” customers; 14 

 Explicitly applies to power delivered to the utility’s distribution system and not to 15 

the “excess kilowatt hours” in a “modified net metering program;” and 16 

 Explicitly prohibits transmission or distribution credits to the power delivered into 17 

the electric distribution system. 18 

 19 

Q. What else do you find instructive from the language in Sections 177 (4) and Section 20 

177 (5)? 21 

A. It seems to me that the Legislature has provided its perspective regarding how electricity 22 

delivered to the utility’s distribution system should be compensated, and it has advanced 23 

only two potential approaches: LMP or power supply less transmission costs.  If the 24 

Legislature believed that compensation for electricity delivered to the utility distribution 25 
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system should continue to be debated, the Legislature would have clearly said so or 1 

provided additional options.   2 

 3 

 I also find it instructive that the language of the two compensation options provided in 4 

Public Act 342 Sections 177 (4) and (5) is consistent with the concept that there shall be 5 

no credit applied to transmission and/or distribution. The two options described in 6 

Section 177 to compensate for power delivered to the electric distribution system do not 7 

include either a transmission nor a distribution credit.  Importantly, despite the 8 

arguments made by Staff Witness Ozar, he ultimately chose to apply one of the two 9 

methods outlined by Public Act 342 Section 177(4). 10 

 11 

The Outflow Rate 12 

Q. Is the Company’s contention that the Commission has only two options in setting 13 

the outflow credits? 14 

A. Yes.  The Company believes that Public Act 342 Sections 177 (4) and (5) determine 15 

that the credit for distributed generation customers delivering electricity to the utility’s 16 

distribution system shall be either (1) the monthly average real-time locational marginal 17 

price for energy at the commercial pricing node within the electric utility’s distribution 18 

service territory, or (2) the power supply component, excluding transmission charges, 19 

of the full retail rate during the billing period or time of use pricing period.  Section 177 20 

(4) also mandates that, “Notwithstanding any law or regulation, distributed generation 21 

customers shall not receive credits for electric transmission or distribution charges.”  22 

 23 

Q. MEC Witness Rábago (page 47, lines 14-18) claims that the “The Company’s 24 

proposal to value exports at only wholesale energy is both illogical and wrong and its 25 
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excessively narrow approach to valuing exported energy from DG facilities, is 1 

confiscatory, is discriminatory compared to how the Company views cost causation 2 

for its own purposes and is inconsistent with Federal Law.”  How do you respond? 3 

A. Mr. Rábago’s assessment of the Company’s proposal as “confiscatory” and 4 

“discriminatory” is unsubstantiated by fact, evidence and the law.  Moreover, and as 5 

explained in detail in my discussion around Public Act 342 Section 177(4) in a prior 6 

section in this rebuttal, the proposal does not contradict Michigan law, it is specified as 7 

one of the two statutorily permissible outflow credit valuation methodologies.  One of 8 

the options is the monthly average real-time locational marginal price (LMP) for energy 9 

at the commercial pricing node within the electric utility’s distribution service territory.  10 

The Legislature has determined this to be a valid approach to compensate for kilowatt 11 

hours delivered to the distribution system and has even confirmed this approach when 12 

it had an opportunity to revise it when Public Act 342 was enacted.  13 

 14 

 Furthermore, Witness Rábago’s conclusion that the Company’s use of locational 15 

marginal pricing is somehow inconsistent with some “federal law” appears to be based 16 

solely on the Company’s opposition to the Commission’s hybrid proxy plant approach 17 

in another proceeding.” (Rábago pages 47-49) Rather, Michigan has logically 18 

determined that the LMP is one of two reasonable ways to compensate for the power 19 

delivered to the utility’s distribution system and DTE Electric believes that its LMP is 20 

an appropriate compensation for distributed generation customers – which is fully 21 

consistent with Michigan law and not in conflict with any Federal law.  22 

  23 

Q. MEC Witness Rábago (page 48, lines 6-10) argues that the “Company’s primary 24 

problem seems to be that benefits of DG facilities occur in the future and are 25 
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measured by investments that the Company can avoid; and after the Company has 1 

already sunk excessive investments into fixed distribution facilities costs made less 2 

necessary as a result of DG facility generation.”  What is your response? 3 

A. First, investments by DTE Electric are made based on conditions at the time investment 4 

decisions are made and are reviewed and approved by the Commission before they are 5 

recovered from customers through rates, thus the concept of “sunk excessive 6 

investments” misses the mark.   7 

 8 

 Second, Witness Rábago claims that distributed generation makes “fixed distribution 9 

facilities costs less necessary.”  Company Witness Mueller in his rebuttal testimony will 10 

provide his response and will make the case that distributed generation customers 11 

represent a very different type of customer that may very well in fact add costs to the 12 

distribution system as solar penetration increases.  It is also important to note the nature 13 

of the drivers of costs in the distribution system in that other than specific customer 14 

related costs, they are primarily demand-based and not “fixed” as Mr. Rábago claims.  15 

Also, as the Company has demonstrated, distributed generation customers have a 16 

summer net peak demand half a kW greater than the traditional residential Rate 17 

Schedule D-1 customers (See exhibit A-16, Schedule F11).  The Company also 18 

provided the analysis using different months with the same results as presented in 19 

Exhibit A-34, Schedule X-3, the Company’s response to ELPC’s discovery request 20 

ELPCDE-2.71a. 21 

 22 

Q. Staff Witness Ozar (pages 22-25), GLREA Witness Rafson (pages 6-7), ELPC 23 

Witness Kenworthy (pages 41-42), MEC Witness Rábago (pages 49-50) and ELPC 24 

Witness Lucas (pages 9-17) claim that it is incorrect to exclude compensation for 25 
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avoided generation capacity as part of the outflow credit proposed by the 1 

Company.  What is your response? 2 

A. The arguments made by these different witnesses concerning avoided generation 3 

capacity are unconvincing and are unsupported by meaningful facts and evidence.  Let 4 

me expand on my answer. 5 

 6 

1. Under DTE Electric’s proposed tariff, distributed generation avoids the entire power 7 

supply portion of their bill (energy and capacity) for every kWh generated and used 8 

on site.  The primary benefit to a distributed generation customer between net 9 

metering and the Inflow/Outflow model does not change with the Company’s 10 

proposal – distributed generation customers receive the capacity benefit for all the 11 

generation that is produced and consumed onsite.  12 

  13 

2. None of these witnesses presented any data to support their assertion that distributed 14 

generation customers, on an aggregate basis, provide peak relief to the Company.  15 

DTE Electric disagrees with the theoretical construct advanced by Witness Ozar and 16 

other Witnesses that virtually aggregates the actions and decisions of hundreds of 17 

individual customers to ostensibly justify some capacity value where none exists. 18 

Furthermore, Witness Ozar (pages 21-28) fully acknowledges that no data exists to 19 

support his assertions.  In addition, there was no data produced during the 20 

stakeholder process (“Distributed Generation – DG Workgroup”) that preceded the 21 

Commission order in Case No. U-18383 on April 18, 2018 that would prove that, 22 

on an aggregate basis, distributed generation provides peak relief to DTE Electric.  23 

The DG Workgroup labored from March 2017 until February 2018.  A total of 8 24 

meetings were held and the DG Workgroup participants included others in addition 25 
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to the utilities, including environmental policy and advocacy groups and business 1 

and technical organizations.   2 
 3 

3. Pointing to other jurisdictions provides no meaningful evidence with regard to DTE 4 

Electric’s system.  The interaction between distributed generation output and the 5 

system peak is going to be highly specific to each system and jurisdiction and the 6 

nature and characteristics of distributed generation production which are also 7 

heavily influenced by the direction of the panels for solar production.  Witness 8 

Rábago’s claims that “a solar DG facility will generate at a very high level 9 

availability factor and on a very predictable basis for decades – providing real 10 

capacity value and other resource values” cannot be justified as there are no 11 

decades of experience with distributed solar generation in Michigan. 12 

 13 

4. It is inconsistent to argue that distributed generation customers on an aggregate basis 14 

are similar to other non-DG customers in terms of their aggregate load profiles, but 15 

at the same time argue that their load profiles are very different and thus deserve to 16 

receive a capacity credit that no other group of customers receive that might have a 17 

similar load profile.  Several witnesses argued that a distributed generation 18 

customers’ load profile is no different from other groups of customers’ load profiles 19 

when discussing the SAC; however when it comes to the argument of a capacity 20 

credit, Witnesses want to claim that distributed generation customers are very 21 

different and deserve a unique and special credit only available to these customers.  22 

If the Witnesses are consistent with their arguments, then it is very clear that there 23 

are other groups of customers that on “aggregate basis” might change their load 24 

usage in a similar manner to distributed generation customers and thus would 25 
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require to also be compensated with a capacity credit.  Neither action deserves a 1 

credit, absent a specific voluntary agreement with DTE Electric that outlines the 2 

conditions under which such a credit could be provided (including generation 3 

performance requirements and compensation to DTE Electric for failure to perform) 4 

– such as occurs for demand response programs – which I will explain in more detail 5 

further below. 6 

 7 

Q. Do behind-the-meter distributed generation resources fail to meet the 8 

requirements set forth by MISO to receive capacity credits? 9 

A. Yes.  Behind-the-meter distributed generation resources do not currently comply with 10 

the requirements set forth in MISO’s Business Practice Manual 11 (BPM 11) for Behind 11 

the Meter Generation (BTMG).  As I understand BPM 11, Load Modifying Resources 12 

(LMRs) consist both of Demand Resources (DR) and Behind the Meter Generation 13 

(BTMG).  LMRs differ from Capacity Resources in that they do not have a must offer 14 

requirement, however they must be available for use with MISO as defined in the BPM 15 

during emergency events (including capacity and transmission events) declared by 16 

MISO unless unavailable as a result of maintenance, Force Majeure or other reasons 17 

outlined in the BPM. 18 

 19 

 BTMG is defined by MISO as a generation resource used to serve wholesale or retail 20 

load that is located behind a load node.  For a BTMG resource to be qualified as a LMR 21 

it needs to follow some of the following requirements (not exhaustive):  22 

1. Confirming through the registration process that such BTMG can be available to 23 

provide energy with no more than 12 hours advance notice by MISO or the local 24 

balancing authority and sustain energy production for a minimum of 4 consecutive 25 
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hours for 5 emergency events.   1 

2. Confirming through the registration process that the BTMG is capable of being 2 

interrupted and available at least the 5 times as needed during the summer season 3 

by MISO or the local balancing authority for emergency event purposes. 4 

3. Submitting generator availability data into a database through the market portal. 5 

BTMG that is an intermittent resource has to submit information based on the 3 6 

year historical average output of the resource for hours ending 15, 16, and 17 EST 7 

for the most recent Summer months (June, July, and August).   8 

 9 

 This is just a sample of the conditions MISO imposes on behind-the-meter generation 10 

resources and it is DTE Electric’s view that participating in this form would require 11 

hourly meter data to be collected from all distributed generation units, which is currently 12 

not available to DTE Electric, and thus, prevents DTE from quantifying a capacity 13 

component to be included in the outflow rate of the proposed Inflow/Outflow model. 14 

 15 

Q. Why are there limitations in using data from existing NEM customers to quantify 16 

the capacity component of power-outflow compensation rates? 17 

A. Currently, net metering generation has been deployed and operated based on the pricing 18 

signals that are associated with the net metering model.  Distributed generation 19 

customers under net metering have little to no incentive to manage their level and timing 20 

of power inflows and outflows, as their customer bills are essentially indifferent to their 21 

level of onsite generation.  Distributed generation customers currently avoid paying the 22 

full retail rate for usage onsite and receive a full retail rate credit for any net exported to 23 

the grid.    24 

 25 
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 Staff Witness Ozar (page 25) expects that installed system capacity may drop under a 1 

new Inflow/Outflow tariff.  He further argues that “the fact that no customers have yet 2 

to enroll in the Inflow/Outflow tariff, creates a significant data availability issue in the 3 

calculation of effective capacity value of the DG program.  Significantly, the load size, 4 

shape and onsite generation-capacity of new enrollees are unknown at this time, as are 5 

the coincident aggregate power-outflows of program participants.”  Mr. Ozar’s 6 

argument is a well-reasoned one.  It is unclear at this stage, how distributed generation 7 

customers will react under a new Inflow/Outflow model tariff.  Perhaps customers might 8 

shift their load usage patterns to maximize the amount of generation used onsite (i.e., by 9 

shifting load usage to the times of solar production).  Developers might adjust their 10 

approach to the market and begin to try to match the panel orientation (i.e., facing south, 11 

west or other direction) to maximize the power consumed onsite based on the load 12 

profile of any given distributed generation customer.  As a result, these changes can 13 

consequently reduce the level of power outflows vs. the amount used for onsite purposes 14 

which will provide a very different load pattern than the one evidenced by the existing 15 

net energy metering customers.  Thus, the Company believes that there is no data 16 

available to develop an initial point of view on a potential capacity credit to distributed 17 

generation customers, especially during the early stages of deployment of a new tariff 18 

method.   19 

 20 

Q. MEC Witness Rábago claims (page 48) that “…a tariff is a contract, providing the 21 

precise terms under which credit will be awarded for energy, capacity, or any other 22 

value that accompanies excess DG production.”  Is Mr. Rábago’s assessment 23 

accurate? 24 

A. MEC Witness Rábago’s assertion was made in the context of my explanation that 25 
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distributed generation should not receive payments for capacity and my accurate 1 

observation that DTE Electric has no “temporal production contract” with a distributed 2 

generation customer.  While I don’t disagree that a utility tariff is technically a contract, 3 

I am not aware of any proposal for renewable-based distributed generation customers to 4 

be subject to specific generation performance requirements under the distributed 5 

generation tariff and I don’t understand Witness Rábago to propose any such 6 

commitment to the Company.  The commercial value of electric generation is, of course, 7 

significantly affected by the purchaser’s ability to predict and rely upon proper and 8 

timely delivery of a specific amount of electric energy – and to be properly compensated 9 

when the seller fails to meet those expectations.  10 

 11 

 DTE Electric is, of course, in the business of selling electric generation to retail electric 12 

consumers.  Hence my point that a renewable-based, intermittently generating 13 

distributed generation customer that is likely not an electric generation expert or 14 

principally engaged in the activity of generating electricity provides relatively little 15 

assurance that it will operate its generation in a manner that furthers the Company’s 16 

retail electric business.  Witness Rábago’s assertion that “[a] solar DG facility will 17 

generate at a very high availability factor and on a very predictable basis for decades” 18 

is simply not the commercial equivalent of a contractual obligation to the Company to 19 

perform from a creditworthy, professional, experienced generation supplier with a 20 

dispatchable generation unit.  21 

  22 

Q. ELPC Witness Lucas (pages 15-16) claims that voluntary Demand Response (DR) 23 

programs and distributed generation share the same characteristics for programs 24 

designed to offset capacity.  Witness Lucas argues that MISO allows DR resources 25 
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to help meet a utility’s planning reserve margin requirement in much the same 1 

way as a conventional generator, even though some of these programs do not 2 

require temporal contracts and their primary purpose is to reduce on-site 3 

consumption.  Witness Lucas goes on to single out the Company’s Programmable 4 

Controllable Thermostat (PCT) program as one program that does not have 5 

temporal production and makes the case that DTE Electric is treating DR 6 

customers differently than distributed generation customers.  How do you respond 7 

to Mr. Lucas’ arguments? 8 

A. Demand Resource (DR) and distributed generation programs share a similar 9 

characteristic in that they both are shifting demand.  DR shifts demand temporally, while 10 

distributed generation shifts demand to other resources.   11 

  12 

 However, there are many differences in the way the programs are structured and how 13 

they impact the Company’s capacity obligations.  Given that customers in the PCT 14 

program are required to participate in the Company’s Dynamic Pricing Program (DPP), 15 

PCT customers who override the thermostat to return to its original temperature are 16 

making a conscious decision to pay an increased rate for electricity during a peak event.  17 

The increased electricity price incentivizes customers in the PCT program to not 18 

override the thermostat and this is a distinctive difference between a distributed 19 

generation program and the PCT program.  Customers who have distributed generation 20 

do not have an incentive to reduce load if their system generation is lower than normal 21 

or is not generating at all.  Furthermore, there is no guarantee that during a peak day a 22 

customer’s generation will be generating enough to offset capacity.    23 

 24 

 Moreover, Witness Lucas’ on page 16 claims that customers who participate in the PCT 25 
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program receive a “a massive $1.01/kWh” credit during a dynamic peak pricing event 1 

is completely inaccurate. Customers who participate in the PCT program are charged a 2 

power supply rate of $0.95/kWh for all energy used during the four-hour event.  The 3 

increase in the power supply charge is designed to encourage customers to shift their 4 

energy usage away from the event period. The distribution rate does not change during 5 

an event. There is no credit given to customers who are in the PCT program as 6 

incorrectly asserted by Witness Lucas. 7 

 8 

Finally, also on page 16, Witness Lucas states that “demand reductions from the PCT 9 

program are accepted by MISO as a capacity resource…”  This statement is also 10 

inaccurate.  The PCT program is not recognized as a capacity resource and does not 11 

receive a capacity credit.  Instead, the PCT program reduces peak load which results in 12 

a lower planning reserve margin requirement.   13 

 14 

Q. How else are demand response programs different from a distributed generation 15 

program? 16 

A. For demand response, the risk is very low that the assumed capacity reductions will not 17 

occur as expected by DTE Electric.  For distributed generation, the lack of specific 18 

performance requirements and lack of control by the Company makes it much less likely 19 

that a capacity contribution will be available at the time the Company needs it.  As I 20 

explained before, distributed generation customers under net metering have little to no 21 

incentive to manage their level and timing of power inflows and outflows, as their 22 

customer bills are essentially invariant to their level of onsite generation.  Thus, there is 23 

also no incentive for a distributed generation customer to address equipment problems 24 

when there is no contribution to the utility’s capacity requirements.  For example, if the 25 
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solar panels are not functioning, the solar customer will just be paying his utility bill 1 

under normal conditions and there are no consequences for non-performance as there 2 

are under the Company’s demand response rate schedules D8 or Rider 10.   3 

 4 

Q. Having said that, does the Company have a proposal that would allow distributed 5 

generation customers to get a capacity credit? 6 

A. Yes.  The Company has further considered the comments and has a proposal to allow 7 

future distributed generation customers to receive a capacity credit.  The Company is 8 

proposing that for future distributed generation customers that participate both in Rider 9 

18 and in the Company’s Dynamic Peak Pricing (DPP) Rate Schedule D1.8, the 10 

Company will provide a capacity credit payment. The Company’s capacity credit 11 

proposal will be contingent on Commission approval of two key elements: 12 

1. Currently customers who take service under rate D1.8 are not allowed to 13 

participate in any other riders.  The Company is proposing to make an exception 14 

and allow customers under D1.8 rate to participate in the new proposed 15 

distributed generation rider, as a condition of implementing a capacity credit. 16 

2. The Company’s Rate Schedule D1.8 capacity credit proposal is also contingent 17 

on the Commission accepting the outflow rate proposed by the Company in this 18 

proceeding.  As explained by Company Witness Dennis, DTE Electric’s time of 19 

use rates were not designed to accurately reflect what DG customers should be 20 

compensated for outflow. 21 

 22 

Q. Can you explain how participation would work for a distributed generation 23 

customer and how participation in the DPP rate would provide for this capacity 24 

credit? 25 
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A. If a distributed generation customer signs up for the DPP rate, the following would 1 

occur: 2 

 Customer’s inflows - for the power supply charge - would be charged a capacity 3 

energy charge inflow rate based on three main different price tiers:  4 

o On-peak hours (Monday through Friday – excluding holidays - from 3PM 5 

to 7PM).   6 

o Mid-peak hours (Monday through Friday – excluding holidays – from 7 

7AM to 3PM and from 7PM to 11PM).  8 

o Off-peak hours (Monday through Friday – excluding holidays – from 9 

11PM to 7AM and weekend and holiday hours).  10 

 Customer inflows would also be charged the non-capacity energy, the service and 11 

the distribution charges. 12 

 Customer outflows would receive an outflow rate based on the LMP at the time 13 

the exports occur.   14 

 During on-peak hours and critical-peak hours (from 3PM to 7PM and notified to 15 

customers by 6PM the day before critical hours are expected to occur) distributed 16 

generation customers would either: 17 

o Export power to the grid and receive the market LMP at those on-peak and 18 

critical-peak hours plus a capacity credit.  The explanation of the capacity 19 

credit is below, or 20 

o Draw power from the grid and pay the charges defined under the DPP rate  21 

 22 

Q. How would this capacity credit be determined? 23 

A. The Company would use the price set in MISO’s voluntary annual capacity auction – 24 

Planning Resource Auction (PRA).  The PRA price would then be converted into a 25 
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credit on a per kWh basis.  This credit would only be provided for power exported to 1 

the grid during the on-peak and critical peak hours as defined by the Company in the 2 

DPP rate schedule.  Company Witness Dennis has calculated what the capacity credit 3 

would be in 2019 if the Company’s proposal is accepted and has also provided changes 4 

to the DPP rate schedule to account for this proposal.   5 

 6 

Q. Why do you believe this is a solution that not only addresses some of the Witnesses 7 

requests but also meets the Company’s objectives? 8 

A. We believe this proposed change meets all parties’ (including DTE Electric’s) 9 

objectives for at least the following four reasons: 10 

1. The existence of a strong pricing signal during the critical peak hours provides 11 

more certainty to the Company about the behavior of the distributed generation 12 

customers.  In this manner, the Company ensures that any credit provided to a 13 

distributed generation customer, is granted when the system peak is the highest, 14 

thus ensuring the merits to receive the credit are met.  However, if the customer 15 

fails to meet its requirements and draws power from the grid, there is an 16 

appropriate consequence in the form of a much higher inflow rate. 17 

2. The Company believes that under this proposal, distributed generation customers 18 

can benefit by receiving a higher outflow rate if they export power during the on-19 

peak and critical peak hours (combination of potentially higher LMPs during these 20 

critical peak hours and a capacity credit). 21 

3. The derived capacity credit is based on market price signals, similar to how the 22 

LMP price signal is derived. 23 

4. The proposed construct is consistent with Public Acts 341 and 342. 24 

 25 
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Q. ELPC Witness Kenworthy on page 40, lines 3-19, states that “monthly average 1 

LMP is an unpredictable and difficult to access measure for most customers” and 2 

that “the average monthly LMP for the DECO.NEC load node varies considerably 3 

on a monthly basis and is impossible to predict for customers.  As such, it would lack 4 

the transparency that is hallmark of best practices in ratemaking.”  What is your 5 

response to these arguments? 6 

A. ELPC Witness Kenworthy’s argument fails on several levels.  Let me explain why DTE 7 

Electric believes that the LMP is an appropriate compensation method that is actually 8 

well-grounded in the best practices of ratemaking. First, Company Witness Farrell, on 9 

page 13 of his direct testimony looked at the past three years of LMP prices and found 10 

there only to be a 1¢ differential between on and off peak rates.    11 

 12 

Second, I have conducted additional analysis to address the claim that “the average 13 

monthly LMP for the DECO.NEC load node varies considerably on a monthly basis 14 

and is impossible to predict for customers.”  The analysis over the past three years 15 

shows that the maximum differential in LMP prices has been $32.42/MWh (3.2 16 

cents/kWh) in one year and $36.30/MWh (3.6 cents/kWh) when comparing across the 17 

three years.  However, what is most telling is that, assuming a customer exports 500 18 

kWh per month (which would be a very high level of outflows), the maximum price 19 

differential in any one year was $16.21 and the maximum differential across the three 20 

years was only $18.15.  Given the level of investment customers are making in these 21 

systems, it is difficult to see how a very conservative maximum of an $18 difference 22 

would be represent an “unpredictable” factor for potential distributed generation 23 
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customers.   1 

 2 

Third and more importantly, it will be changes in outflows that will have more of a 3 

material difference in how much the final outflow credit will be for any given customer.  4 

A change on the assumption to only 100 kWh exported decreases the differentials 5 

significantly as shown in the analysis below. 6 

 7 

 Finally, the Company has indicated in response to discovery request ELPCDE-1.10d, 8 

included as Exhibit A-34, Schedule X-4, that it plans to provide the historical LMP data 9 

Average On-Peak LMP Price ($/MWh) Avg. Monthly Outflow Payment (@ 500 kWh)

2015 2016 2017 2015 2016 2017

Jan 31.43$    24.73$    29.76$    Jan 15.71$    12.37$    14.88$    

Feb 35.49$    22.87$    25.53$    Feb 17.74$    11.44$    12.77$    

Mar 28.50$    21.15$    27.39$    Mar 14.25$    10.57$    13.69$    

Apr 27.24$    26.80$    31.49$    Apr 13.62$    13.40$    15.75$    

May 36.44$    29.20$    35.65$    May 18.22$    14.60$    17.82$    

Jun 37.85$    39.30$    42.04$    Jun 18.92$    19.65$    21.02$    

Jul 41.12$    53.56$    47.34$    Jul 20.56$    26.78$    23.67$    

Aug 39.29$    52.76$    40.50$    Aug 19.65$    26.38$    20.25$    

Sept 51.18$    44.87$    57.45$    Sept 25.59$    22.43$    28.73$    

Oct 30.30$    37.20$    36.03$    Oct 15.15$    18.60$    18.02$    

Nov 24.74$    28.26$    29.68$    Nov 12.37$    14.13$    14.84$    

Dec 24.01$    34.04$    31.27$    Dec 12.00$    17.02$    15.64$    

Max differential in a year 27.18$    32.42$    31.92$    Max differential in a year 13.59$    16.21$    15.96$    

Max differential across years 36.30$    Max differential across years 18.15$    

Average On-Peak LMP Price ($/MWh) Avg. Monthly Outflow Payment (@ 100 kWh)

2015 2016 2017 2015 2016 2017

Jan 31.43$    24.73$    29.76$    Jan 3.14$      2.47$      2.98$      

Feb 35.49$    22.87$    25.53$    Feb 3.55$      2.29$      2.55$      

Mar 28.50$    21.15$    27.39$    Mar 2.85$      2.11$      2.74$      

Apr 27.24$    26.80$    31.49$    Apr 2.72$      2.68$      3.15$      

May 36.44$    29.20$    35.65$    May 3.64$      2.92$      3.56$      

Jun 37.85$    39.30$    42.04$    Jun 3.78$      3.93$      4.20$      

Jul 41.12$    53.56$    47.34$    Jul 4.11$      5.36$      4.73$      

Aug 39.29$    52.76$    40.50$    Aug 3.93$      5.28$      4.05$      

Sept 51.18$    44.87$    57.45$    Sept 5.12$      4.49$      5.75$      

Oct 30.30$    37.20$    36.03$    Oct 3.03$      3.72$      3.60$      

Nov 24.74$    28.26$    29.68$    Nov 2.47$      2.83$      2.97$      

Dec 24.01$    34.04$    31.27$    Dec 2.40$      3.40$      3.13$      

Max differential in a year 27.18$    32.42$    31.92$    Max differential in a year 2.72$      3.24$      3.19$      

Max differential across years 36.30$    Max differential across years 3.63$      
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to customers on its website and will explore other mechanisms in which to make the 1 

data available to customers to make it as transparent as possible.   2 

 3 

Q. ELPC Witness Lucas (page 9, lines 5-12) argues that by using LMP, DTE 4 

improperly assumes that local producers of energy offset no line losses.  How do 5 

you respond to this argument? 6 

A. The argument about crediting for any potential avoidance of line losses is a difficult one 7 

to quantify and such quantification can also be very highly variable depending on the 8 

location of distributed generation in the electric distribution system.  The Company is 9 

planning to conduct additional line loss studies in the next 2 years and based on the 10 

results of the study, provide recommendations on any credit to be offered to distributed 11 

generation customers. 12 

 13 

Q. MEC Witness Rábago (pages 50-51) makes the case that DG customers do provide 14 

distribution capacity benefits to the utility.  How do you address Mr. Rábago’s 15 

arguments? 16 

A. The Company is not aware of any studies that quantify any distribution benefits from 17 

distributed generation customers.  Furthermore, Public Acts 341 and 342 are very clear 18 

that no credits for distribution can be provided to distributed generation customers.  19 

Finally, Company Witness Mueller will provide a more detailed explanation of the 20 

range of impacts of distributed generation to DTE Electric’s unique electric distribution 21 

system. 22 

 23 

Q. GLREA Witness Rafson (page 6, lines 11-15) argues that the use of LMP is “not 24 

free of “undue discrimination” and thereby imposes undue adverse impacts to 25 
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creating fair and reasonable prices.  How do you respond to this claim? 1 

A. The Company responds that this is a baseless claim without any supporting factual 2 

evidence.   3 

 4 

Q. MEC Witness Rábago (pages 51-53) makes the argument that PURPA regulations 5 

set the context and requirements for how the Commission should rule with regard 6 

to the compensation credit for outflows proposed by DTE Electric.  Do you agree 7 

with Mr. Rábago’s assertion? 8 

A. No.  Participation in the Company’s proposed distribution generation tariff is and will 9 

be voluntary.  Any eligible customer who owns distributed generation may choose to 10 

(or not to) take service from the Company under the proposed distributed generation 11 

tariff, consistent with the terms of that tariff.    12 

 13 

Q. Staff Witness Ozar recommends “For this initial case, it is reasonable for the 14 

Commission to set outflow compensation at the power supply component of the DG 15 

customer’s retail rate, excluding transmission.”  How do you respond to this 16 

recommendation? 17 

A. The Company is pleased to see that Mr. Ozar has recommended one of the two 18 

alternatives outlined by the legislature and that the recommended outflow rate does not 19 

include credits for transmission or distribution.  However, the Company continues to 20 

believe that setting the outflow compensation at the real-time marginal locational 21 

marginal price is the most appropriate.  Thus, the main difference between Witness Ozar 22 

and the Company’s proposal is any credit to customers for generation capacity.  In my 23 

rebuttal testimony before, I have explained why the Company does not believe capacity 24 

credits should be included in the outflow rate.  Having said that, the Company has also 25 
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proposed that for any distributed generation customer that wishes to get capacity credit 1 

based on the MISO Planning Resource Action, they should be permitted to sign for the 2 

DPP rate.  We believe the Company’s proposal is reasonable, keeps the underlying 3 

outflow rate transparent and consistent with the legislative mandate, but also provides 4 

the opportunity for certain customers that wish to get a credit for capacity to commit to 5 

a performance standard with appropriate rate consequences if their output is not 6 

coincident with system need.  7 

  8 

Q. MEC Witness Rábago (pages 51 and 53) recommends the use of “avoided cost” to 9 

set the outflow rate and states that the “Full avoided cost … reflects the full panoply 10 

of costs that the utility avoided by not having to generate, transmit, and deliver that 11 

kilowatt itself.”  Mr. Rábago further argues that the Staff’s position in its February 12 

21, 2018 report is “…a good place to start”.   Also, GLREA Witness Crandall (page 13 

12) recommends to set the outflow rate at the “monthly average real-time locational 14 

marginal price for energy at the DTE Electric-appropriate load nodes plus 15 

distribution costs.”  Do you agree with these recommendations? 16 

A. No.  Compensating customers for transmission and distribution costs is in direct 17 

violation of Section 177(4) and 177(5) as explained earlier in my testimony. In addition, 18 

the Company does not believe all customers should receive generation capacity credits, 19 

only those willing to sign up for the DPP rate as explained before in my rebuttal 20 

testimony. 21 

 22 

Q. MEC Witness Jester (page 61) recommends to set the outflow rate at the power 23 

supply rate in the tariff chosen by a given customer.  Do you agree with this 24 

recommendation? 25 
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A. The Company does not agree with this recommendation for two primary reasons.  First 1 

as discussed above, the Company believes that Section 177 (4) provides for the only 2 

mechanisms available to compensate for distributed generation.  Neither of those 3 

mechanisms include the full power supply rate.  Second, the Company has already 4 

demonstrated in detail that capacity credits should not be included in the outflow rate, 5 

unless a customer signs up for the DPP rate.  6 

 7 

Q. ELPC Witness Lucas (pages 41, lines 14-18), recommends to set the outflow rate 8 

at the value calculated by Staff in Appendix E of the DG Study report (roughly at 9 

$0.104/kWh) and to strongly consider a market transition adder to help the DG 10 

PV market adjust.  Do you agree with this recommendation? 11 

A. I have already explained in other areas of this rebuttal testimony the Company’s position 12 

regarding the appropriate mechanism for outflow rates.  The Company also points out 13 

that Staff Witness Ozar did not propose using the value calculated in the Staff report 14 

from February as the method to compensate for outflow (pages 26-30) since the 15 

Company’s avoided cost case in U-18091 is still pending.   16 

 17 

System Access Contribution (“SAC”) 18 

Q. Several witnesses expressed their point of view that the implementation of the SAC 19 

is arbitrary and not based on Cost of Service principles.  What is your response? 20 

A. Company Witness Dennis will address the arguments regarding the Cost of Service 21 

principles of the proposed SAC.  I do, however, wish to point out that the SAC is not a 22 

concept just advanced by the DTE Electric.  Many experts have argued that “These costs 23 

are necessary to support and maintain the distribution or delivery systems and to ensure 24 

adequate capacity is available when needed for all customers.  This payment [for solar 25 
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customers to pay their share of common costs] can be structured as a higher fixed 1 

charge, a demand charge, or a combination of both].”8  Furthermore there are many 2 

jurisdictions that are considering similar charges.  For example, just in the first six 3 

months of 2018, four other utilities in the US have proposed a demand charge for DG 4 

customers and 2 other utilities have proposed standby or grid access charges.  The 5 

Company is not an expert on the specifics of each of these proposals, but just wants to 6 

point out that the inclusion of a demand charge for distributed generation customers is 7 

not arbitrary and it is a topic being discussed in several other jurisdictions across the 8 

United States. 9 

 10 

Q. Staff Witness Krause (page 4, lines 17-22) indicates that usage changes associated 11 

with DG customers do not differ significantly enough from usage changes for other 12 

reasons such as EWR to justify the SAC.  How do you respond? 13 

A. Mr. Krause acknowledges that “Both EWR and DG are capable of reducing the 14 

customer requirements served by the utility.  However, there are a few principle 15 

differences of great magnitude.  The primary one is that EWR will never export energy 16 

to the utility. Additionally, EWR is basically incapable of reducing a customer to net 17 

load served by the utility.”  Many Witnesses in their testimonies gloss over this singular 18 

and unique difference, but this is a critical difference and by its own clear reality (that 19 

distributed generation customers do export power) creates a cost responsibility that can’t 20 

be ignored in this proceeding.   21 

 22 

Mr. Krause goes on to argue that despite this critical difference, that distributed 23 

generation customers are not different enough because there is a small number of 24 

                                            
8   Alexander, Barbara; Brown, Ashley; Faruqui, Ahmad. “Rethinking Rationale for Net Metering.” Public 
Utilities Fortnightly, October 2016. 
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distributed generation customers and that the usage differences are well within the 1 

normal variation within the class’ usage characteristics.  First, the Company has 2 

explained already why it believes the number of distributed generation customers is not 3 

a critical relevant matter to the record in this proceeding.  Second, the difference is that, 4 

for distributed generation customers, their usage profiles are “net load” profiles.  The 5 

costs and technical implications of serving a “net load” profile vs. a regular load profile 6 

are incredibly different as further explained by Company Witness Mueller in his rebuttal 7 

testimony.  When operating an electrical system, our engineers and operators must focus 8 

on the interaction between the distributed generator and the electrical system at all times 9 

of the day (every hour, every minute, every second), not just the “net load” average 10 

impact.   11 

 12 

Furthermore, the net load shape of residential customers changes significantly when 13 

they install solar PV.  The Company’s analysis presented on page 52 of my direct 14 

testimony highlights that even though usage is reduced on average during certain hours 15 

of the day, the solar customers’ load provided has a higher demand after they install 16 

distributed generation (estimated to be half a kW greater than traditional D-1 17 

customers).  Thus, distributed generation customers continue to rely on the distribution 18 

grid, and at a greater level, after they install distributed generation. 19 

 20 

Q. ELPC Witness Kenworthy (pages 12-13) argues that DG customers do not receive 21 

additional services from the grid.  Furthermore, Mr. Kenworthy (pages 13-14) and 22 

MEC Witness Rábago (pages 38-39) take issue with the Company’s contention that 23 

DG customers leverage the electric system above and beyond traditional customers 24 

and that DG customers make more intensive demands of the electric distribution 25 
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infrastructure.  Finally, ELPC Witness Kenworthy (page 14) challenges DTE 1 

Electric’s assertion that DG customers generally use the electric system itself as a 2 

transactional service provider and balancing resource when their generation is not 3 

operating at full output or when there are additional electrical demands that solar 4 

can’t meet.  How do you respond to these claims? 5 

A. There is a bidirectional relationship for distributed generation interaction with the grid, 6 

which is a physically different relationship than that of a non-DG customer.  This 7 

relationship and the services provided by the grid are discussed in detail in the Electric 8 

Power Research Institute (EPRI) report titled “The Integrated Grid.” The report was 9 

provided to ELPC as a response to discovery request ELPCDE-1.24a and included in 10 

my rebuttal testimony as Exhibit A-34, Schedule X-5.  Specifically, the report highlights 11 

the following regarding the interaction of distributed generation with the grid 12 

“Electricity consumers and producers, even those that rely heavily on distributed 13 

energy resources, derive significant value from their grid connection.  Indeed, in nearly 14 

all settings the full value of DER requires grid connection to provide reliability, virtual 15 

storage and access to upstream markets” (page 7).  EPRI goes on further and states that 16 

“We estimate that the cost of providing grid services for customers with distributed 17 

energy systems is about $51/month on average in the typical current configuration of 18 

the grid in the United States; in residential PV systems, for example, providing that 19 

same service completely independent of the grid would be four to eight times more 20 

expensive” (page 7). 21 

 22 

 The grid offers both energy and capacity to customers.  The value of energy is well 23 

recognized given the use of volumetric rates to charge for energy services to customers.  24 

However, the grid provides connectivity services that are less apparent.  Absent the 25 
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redundancy provided by the grid to a distributed generation customer’s system, the 1 

capability of such a system can be diminished.  EPRI highlights five different services 2 

provided by the grid to distributed generation customers (pages 17-20): 3 

 Reliability – “This includes compensating for the variable output of PV and wind 4 

generation. In the case of PV, the variability is not only diurnal but …overcast 5 

conditions or fast-moving clouds can cause fluctuation of PV-produced electricity. 6 

The grid serves as a crucial balancing resource available for whatever period—7 

from seconds to hours to days and seasons— to offset variable and uncertain 8 

output from distributed resources. Through instantaneously balancing supply and 9 

demand, the grid provides electricity at a consistent frequency. This balancing 10 

extends beyond real power, as the grid also ensures that the amount of reactive 11 

power in the system balances load requirements and ensures proper system 12 

operation.”  13 

 Startup Power – “The grid provides instantaneous power for appliances and 14 

devices such as compressors, air conditioners, transformers and welders that 15 

require a strong flow of current (“in-rush” current) when starting up.  This 16 

enables them to start reliably without severe voltage fluctuation. Without grid 17 

connectivity or other supporting technologies, a conventional central air 18 

conditioning compressor relying only on a PV system may not start at all unless 19 

the PV system is oversized to handle the in-rush current. A system’s ability to 20 

provide this current is directly proportional to the fault contribution level.” 21 

 Voltage Quality – The grid’s high fault current level also results in higher quality 22 

voltage by limiting harmonic distortion and regulating frequency in a very tight 23 

band, which is required for the operation of sensitive equipment.  Similarly, the 24 

inherent inertia of a large, connected system minimizes the impact of disturbances, 25 
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such as the loss of a large generators or transmission lines, on the system 1 

frequency.” 2 

 Efficiency – “Grid connectivity enables rotating-engine based generators to 3 

operate at optimum efficiency. Rotating-engine-based distributed resources, such 4 

as micro-turbines or CHP systems are most efficient when operating steadily near 5 

full output [26]. This type of efficiency curve is common for any rotating machine, 6 

just as automobiles achieve the best gasoline mileage when running at a steady, 7 

optimal speed.  With grid connectivity, a distributed energy resource can always 8 

run at its optimum level without having to adjust its output based on local load 9 

variation.” 10 

 Energy Transaction – “Perhaps the most important value that grid connectivity 11 

provides consumers, especially those with distributed generation, is the ability to 12 

install any size DER that can be connected to the grid. A utility connection enables 13 

consumers to transact energy with the utility grid, getting energy when the 14 

customer needs it and sending energy back to the grid when the customer is 15 

producing more than is needed.  This benefit, in effect, shifts risks with respect to 16 

the size of the energy resource from the individual user to the party responsible 17 

for the resources and operation of the grid.” 18 

 19 

 Suffice to say that there is plenty of technical evidence already provided as part of this 20 

proceeding, that ELPC Witness Kenworthy and MEC Witness Rábago choose to ignore, 21 

that demonstrates that DG customers do receive significant additional services from the 22 

grid.  Company Witness Mueller will further elaborate in his rebuttal testimony 23 

regarding the impact of distributed generation on the Company’s electrical distribution 24 

system. 25 
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Q. ELPC Witness Kenworthy (pages 35-36) argues that solar penetration levels in the 1 

Company’s service territory do not justify extraordinarily punitive DG tariff 2 

policies?  How do you respond to this claim? 3 

A. I have addressed this issue earlier in my rebuttal testimony. I will only add that the 4 

proposed distributed generation tariff is not punitive, but designed to be equitable 5 

amongst all DTE Electric’s customers and consistent with Public Acts 341 and 342.  6 

The removal of an incentive such as net metering should not be construed as a “punitive” 7 

change, but rather as addressing an inappropriate price signal that is not based on proper 8 

cost of service principles.   9 

 10 

Q. ELPC Witness Kenworthy (page 30) and MEC Witness Rábago (pages 39-41) 11 

argue that all customers have an optionality to how and when to use the 12 

distribution system and that the use of volumetric rates is a transparent, 13 

predictable and actionable price signal.  Mr. Kenworthy further argues that the 14 

SAC violates this principle by removing a significant incentive to reduce energy 15 

usage for DG customers.  How do you respond? 16 

A. I want to make two key points in response.  First, the optionality that Mr. Kenworthy 17 

discusses and that has been a “fundamental characteristic of the utility’s grid 18 

management paradigm” is for customers to draw power from the grid, but not for 19 

customers to also export power to the grid at any minute/second.  The current rate 20 

construct was not developed with any concept of power being exported to the grid, thus 21 

arguing to continue to use the existing rate construct fails to account for the significant 22 

difference distributed generation customers represent. 23 

 24 

 Second, the Company does not believe that volumetric rates will be a sufficient 25 
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approach to account for the realities of distributed generation as my direct testimony 1 

makes clear (page 60) “The volumetric basis is an insufficient but serviceable approach 2 

to recovering fixed utility system costs when loads are stable and predictable on a time 3 

horizon consistent with demand related distribution investments.”  It follows that when 4 

this relationship breaks (as in the presence of distributed generation) then volumetric 5 

rates are not serviceable.  Staff Witness Krause acknowledges this in his testimony as 6 

well (page 11). 7 

 8 

Q. Staff Witness Krause (page 5, lines 2-11); ELPC Witness Kenworthy (pages 23-26 9 

and 30-31) and ELPC Witness Lucas (page 19), argue that DG customers’ usage 10 

variations are no different than variations in usage that other residential customer 11 

groups might experience.  The argument is made to indicate that as such, it is not 12 

appropriate to propose the SAC to the DG customers.  How do you respond to 13 

these arguments? 14 

A. The Company developed the SAC in a manner that ensures that distributed generation 15 

customers pay their fair share of distribution costs consistent with Sections 177(4) and 16 

177(5) of Public Act 342 and Public Act 341.   17 

 18 

The positions presented by Witnesses such as Witness Kenworthy (pages 23-26) that 19 

purport to show that rooftop solar customers have similar load profiles to other groups 20 

of customers fails to be a persuasive argument for multiple reasons: 21 

1. The analysis of load profiles between rooftop solar customers and any other class of 22 

customers is by its own definition faulty.  Non-DG customers never export power 23 

to the grid; thus distributed generation customers by definition are going to have a 24 

very different load profile.  As I explained before, a “net load” profile for a 25 
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distributed generation customer is not the same as a normal load profile for any other 1 

customer that does not export power to the grid. 2 

2. The variances in load profile are not just observed on hourly averages.  Solar 3 

production has the unique characteristic of being highly variable within the same 4 

hour.  Cloud cover is a unique aspect of solar generation that makes for very 5 

different load profiles that no other usage technology experiences.  The load profile 6 

of a solar customer can change significantly within any given hour of the day 7 

making for a very different usage than a traditional customer that never exports to 8 

the grid. 9 

3. Even customers with similar load profiles can be assigned to tariffs that have 10 

different rate components to account for unique features that might not necessarily 11 

require the creation of a whole separate rate class.  For example, a residential 12 

customer who has a separately metered geothermal system, interruptible air-13 

conditioning, or electric water heating.  14 

 15 

Q. Staff Witness Krause (page 11, lines 1-8) argues that “the direction the SAC changes 16 

with customer behavior … seems contrary to the behavior that you would actually 17 

want the customer to exhibit.”  Mr. Krause further illustrates this position with 18 

Exhibit S-17.  What is your response to their arguments? 19 

A. First, as discussed by Witness Dennis, the SAC was designed using averages as it is 20 

determined for many other rates.  Within each rate class, customers will have different 21 

usage patterns that will yield very different results and behavior patterns.  Second, 22 

although admittedly Mr. Krause uses this hypothetical example, the analysis presented 23 

on Exhibit S-17 by Witness Krause, makes the unrealistic assumption that the average 24 

customer is consuming more power onsite, while not changing its annual generation.  25 
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That might be the case for an individual customer, but is unrealistic for the class average.  1 

The average inflows, outflows and generation will vary depending on multiple factors 2 

including: solar installation costs, location and positioning of solar panels, size of 3 

installations, other loads in the premise, cloud cover, etc.  The list is too long to 4 

enumerate, but the key point is that class averages will have multiple factors influencing 5 

its ultimate result.  The Company uses the averages to set cost-based rates.  Third, if the 6 

SAC is approved and a customer is deciding on whether to install distributed generation, 7 

the value of the SAC will be a known quantity.  If the customer decides to install 8 

distributed generation, then it follows that it will have the greatest incentive to use as 9 

much power onsite as then it can offset the full retail rate (including both capacity and 10 

energy) compared to power that is exported to the grid that would receive a reduced 11 

compensation (energy only).  Fourth, the argument Mr. Krause makes would also apply 12 

to any increase to the Company’s customer charge and potential efficiency incentives 13 

to reduce consumption.  Mr. Krause did not provide any factual data that would 14 

demonstrate a relationship between increased fixed charges and reduced incentives to 15 

reduce energy consumption.    16 

 17 

Q. MEC Witness Jester (page 62) argues that DTE Electric’s SAC proposal is 18 

founded on the Company’s assertion that is “entitled to the revenue it will otherwise 19 

forego when a customer adopts distributed generation.”  EPLC Witness Kenworthy 20 

makes similar arguments (page 33, lines 1-10).  How do you respond to these 21 

arguments? 22 

A. The Company does not understand the basis for these statements and Witnesses Jester 23 

and Kenworthy provide no evidence to support them.  Utility ratemaking requires the 24 

Company to demonstrate the appropriateness of its proposed rates and tariffs.  25 
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Distribution costs not recovered from distributed generation customers represent a cost 1 

shift and burden imposed on non-distributed generation customers.  Furthermore, as 2 

clearly demonstrated in my rebuttal testimony, the Company’s proposal is consistent 3 

with Public Act 342 sections 177(4) and 177(5). 4 

 5 

Q. Soulardarity Witness Koeppel recommends that DTE Electric should waive the 6 

monthly SAC for DG customers that qualify as low income.  Do you agree with 7 

this recommendation? 8 

A. The Company does not agree with this recommendation.  Any customer who decides to 9 

install distributed generation is choosing to stay connected to the distribution system 10 

and utilize the Company’s infrastructure.  The Company has many different low income 11 

programs for our customers today and will continue to in the future. 12 

 13 

Other Recommendations 14 

Q. GLREA Witness Crandall (page 13, lines 11-23) recommends an initial phase-in 15 

period and fact gathering process before a customer is asked to be enrolled in the 16 

new Rider 18 DG tariff?  Do you agree with this recommendation? 17 

A. No.  The Company believes that once adopted, there should be no reason to wait and 18 

customers should be allowed to enroll in the new Rider 18 DG tariff whenever they 19 

choose to do so.  The Company does not see any value in waiting 24 months as 20 

suggested by Mr. Crandall.   21 

 22 

Q. Soulardarity Witness Koeppel (page 32, lines 12-21) recommends that DTE 23 

Electric remove the requirement that distributed generation be limited to the 24 

premises of the system owner or that if DTE Electric maintains the premise 25 
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requirement, it should ensure the implementation preserves the affordability and 1 

accessibility of community solar distributed generation programs.  Do you agree 2 

with this recommendation? 3 

A. The Company’s current and future distributed generation tariffs are very specific 4 

regarding eligibility requirements.  As it relates to community solar, the Company only 5 

points out that the Commission in its decision on Case No. U-18351 (page 33) has 6 

indicated that “The Commission Staff shall engage with stakeholders in examining 7 

potential opportunities and barriers to third-party community energy projects that could 8 

be integrated into utility planning and procurement processes.” 9 

 10 

Q. GLREA Witness Rafson (page 11, lines 11-15) recommends that once a new DG 11 

tariff is in place that the 1% net metering cap be removed.  Do you agree with this 12 

recommendation? 13 

A. No. The 1% cap is not fully subscribed thus the Company believes this is a moot point 14 

now.  Furthermore, the 1% cap was implemented with the purpose of assessing the 15 

program and determining its future only after the cap is reached.  As the cap is reached, 16 

the Company believes a detailed assessment should be conducted to determine if the 17 

distributed generation program, as implemented, is a cost-based and equitable program 18 

that does not present the same cost shifts as the current net energy metering construct 19 

has demonstrated.  Finally, the 1% is a statutory requirement clearly specified in 20 

MCL.460.1173(3) “An electric utility or alternative electric supplier is not required to 21 

allow for a distributed generation program that is greater than 1% of its average in-22 

state peak load for the preceding 5 calendar years. The electric utility or alternative 23 

electric supplier shall notify the commission if its distributed generation program 24 

reaches the 1% limit under this subsection.” 25 
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Q. Does this complete your rebuttal testimony? 1 

A. Yes, it does. 2 
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 1 JUDGE WALLACE:  Is there objection to any

 2 of the schedules that Mr. Serna is sponsoring on direct

 3 and rebuttal testimony?

 4 Hearing none, we will admit those

 5 schedules as part of the exhibits once all the witnesses

 6 who are testifying to portions of those exhibits have

 7 testified or had their testimony bound in.

 8 All right.  Mr. King.

 9 MR. KING:  Thank you, your Honor.  My

10 microphone is blinking at me here, so I guess if it goes

11 out, we'll figure that out.

12 CROSS-EXAMINATION 

13 BY MR. KING:   

14 Q Good morning, Mr. Serna.

15 A Good morning.

16 Q Joel King on behalf of the Attorney General.  I just want

17 to talk to you this morning about the Electric Vehicle

18 program a little bit.

19 A Sure.

20 Q So Mr. Serna, you filed direct testimony proposing the

21 Electric Vehicle pilot program in this case, right?

22 A That is correct.

23 Q And one of your proposals within that pilot program is

24 for the Company to implement a Make-Ready program,

25 correct?
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 1 A That is correct.

 2 Q Now under this Make-Ready program, the Company would

 3 undertake capital upgrades or additions to transformers,

 4 meters, and other hardware along with the related labor

 5 costs in order to facilitate the installation of Level 2

 6 and DC Fast Chargers.  Is that a fair summation of

 7 program?

 8 A It is.

 9 Q And the Company proposes that the entire costs to install

10 these upgrades be included in rate base and spread across

11 all customers, correct?

12 A We are proposing a list as it relates to the first, what

13 is the rate case year, to be included on rates.  And yes,

14 in the future.  Additional costs as we propose a

15 three-year program to be included in rates, yes.  Under--

16 COURT REPORTER:  I'm sorry.  If you could

17 slow down just a bit?

18 THE WITNESS:  Sure.

19 A So we propose to include all the costs as part of the

20 rates.  The first year we provided the information for

21 what would be included in this rate case.  And then

22 obviously we propose a three-year program, so in the

23 future years there will be additional costs associated

24 with the program.

25 Q And those costs will be in rate base, correct?
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 1 A That is our proposal, yes.

 2 Q Now currently as it stands, these costs for

 3 infrastructure upgrades and installation of new chargers,

 4 what we discussed, are paid by the customers requesting

 5 the upgrade as contributions in aid of construction; is

 6 that correct?

 7 A Not necessarily.  A portion of the cost will be included

 8 as part of an extension of service to a new customer.  So

 9 it would be justified, and a portion of those will be

10 capital.  Whatever is not covered will be, yes, paid by

11 the customer on their contribution in aid of construction

12 for what, in our testimony on page -- on my testimony on

13 page 28, we call the EV Service Connection.  Those are

14 the costs that I'm referring to right now.

15 Q And that's the current setup?

16 A That is the current practice.  We say, in the testimony I

17 indicate the current practice for the EV Service

18 Connection, it is partially utility funded and partially

19 site host funded.

20 Q And this is typically referred to as the line extension

21 rule; is that correct?

22 A I think it is referred as such.

23 Q And is it your understanding that the Make-Ready program

24 would waive this line extension rule for upgrades to

25 charging station locations?

    Metro Court Reporters, Inc.   248.360.8865



3683

 1 A Under our proposal, under the Make-Ready model on page

 2 28, for the EV Service Connection, we are proposing that

 3 to be fully utility funded, so there will be no

 4 contribution in the aid of construction.  That is the

 5 proposal.  In addition, for the next stage there on the

 6 chart on page 28, for the EV supply infrastructure, we

 7 are proposing for that to be partially or fully utility

 8 funded.

 9 Q Will you please turn to page 18 of your rebuttal

10 testimony?

11 A Sure. 

12 Q Just let me know when you are there.

13 A I am there.

14 Q Now on lines 6 through 24 here, most of this page, you

15 disagree with Mr. Coppola's contention that the line

16 extension rule should not be waived for the EV Make-Ready

17 program; is that correct?

18 A Sorry.  Could you repeat the question?  I don't know that

19 I follow.

20 Q Sure.  There were a couple of negatives in there.

21 A Sure.

22 Q So Mr. Coppola's contention is that the line extension

23 rule that we discussed should not be waived for the

24 Make-Ready program.  Is that your understanding?

25 A I believe that is his contention, but I'm not a hundred
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 1 percent sure.

 2 Q And you disagree with that, correct?

 3 A Well, when you refer to lines 6 to 24, I believe?

 4 Q Yes.

 5 A That is the lines on page 18.  Those pilots don't really

 6 refer or are related to the line extension rules.  So

 7 that's why I'm pausing and wanted to be sure that I

 8 understand.  The two pilots that are on those lines on

 9 page 18 are pilots that we're doing kind of under, that

10 they don't refer or are not associated with working with

11 a customer under a line extension rule.

12 Q So in general, understanding that that's Mr. Coppola's

13 contention, do you disagree?  You said you understood

14 that his argument, his contention, was that the line

15 extension rule should not be waived for the Make-Ready

16 program.  In general you disagree with that; is that

17 correct?

18 A We have made a proposal that for the program we will

19 waive that line extension rule.  We believe that the

20 benefits of the program as proposed by the Company

21 outweigh the costs and are going to provide what we

22 determine or what we call in the testimony an

23 affordability benefit.  So we believe that the program

24 and waiving the line extension, under the parameters that

25 we propose in the program, are beneficial to all
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 1 customers.  So we believe and have made that proposal to

 2 the Commission for the extent of this program, to waive

 3 that line extension rule, within the parameters and the

 4 limits as it relates to budget, target locations,

 5 components of the program, that those be waived, yes.

 6 And we disagree.

 7 Q Do you believe, you believe that there is currently a

 8 lack of EV charging infrastructure in DTE's service

 9 territory?

10 A We believe so.  On my testimony on pages 11 and 12, we

11 provide information as it relates to the level of

12 infrastructure deployment in DTE's electric service

13 territory.  We have looked at the data on the number of

14 charging stations available, we looked at different

15 reports, and we provide information there on different

16 reports that estimate the number of stations that should

17 be in Michigan, given the number of electric vehicles in

18 the service territory.  And on page 12 we identify what

19 those reports indicate as it relates to the gap that

20 exists.

21 The other piece I would mention is to the

22 technical conferences that the Commission sponsored that

23 led to this proposal, different stakeholders in the state

24 of Michigan agreed and indicated that there is a gap,

25 inclusive of the automakers and other organizations who
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 1 are represented here.

 2 Q Staying on page 18 of your rebuttal here, at the bottom

 3 lines 20 to 24, you state that because the Company's

 4 service territory is home to the auto industry, this

 5 helps to justify the distribution of the Make-Ready costs

 6 among all Company customers; is that correct?

 7 A Excuse me.  Which page were you referring to?

 8 Q Oh, the page 18 of your rebuttal.

 9 A Which line?  

10 Q The bottom, lines 20 through 24 there. 

11 A We might have a different version.

12 John, could you just hand me --

13 MR. CHRISTINIDIS:  Off the record a

14 moment, your Honor?

15 JUDGE WALLACE:  Sure.

16 THE WITNESS:  Oh, you were talking about

17 rebuttal, I thought you were talking about the direct.  

18 MR. KING:  Yes.  Your rebuttal testimony.  

19 THE WITNESS:  Sorry.  

20 Q (By Mr. King):  My question here was that, my question

21 was here that you state at this portion of your -- 

22 MR. KING:  My microphone is dead.

23 JUDGE WALLACE:  You died.

24 (Pause while changing microphones.)

25 MR. KING:  Hello.
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 1 Q (By Mr. King):  So at lines 20 to 24 here, you state that

 2 because the Company service territory is home to the auto

 3 industry, this helps to justify the -- this is one

 4 reason, one justification for the distribution of these

 5 Make-Ready costs among all Company customers.  Is that a

 6 fair interpretation of that section of your testimony?

 7 A It is one of the justifications.  I think that particular

 8 paragraph starts with the main justification that we

 9 believe supports the program, which we expect, since the

10 Company believes increased EV adoption is beneficial to

11 all DTE Electric customers.  That's our primary

12 justification.

13 We do add the fact that in Michigan we

14 are -- it is home to the auto industry.  That is an

15 additional justification.  I provide additional elements

16 in this response, but the first one is the fact that we

17 believe that the proposed program is beneficial to all

18 customers.

19 Q Would you agree that typical line extensions, those that

20 were done under the old or the existing line extension

21 rule, are beneficial to all customers because they bring

22 long-term revenue?

23 A They are beneficial, yes.  But they might be sub

24 optimized, and that's why we are making the proposal to

25 waive the line extension rule as it relates to the
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 1 program as we propose it, as we believe that will help

 2 drive increased penetration of electric vehicles which

 3 will drive increased benefits, so.

 4 Q Can you, when you said sub optimized, what exactly did

 5 you mean there?

 6 A Sure.  What I mean is, given the current rules, certain

 7 customers, certain site hosts, given the investment they

 8 might need to make in the EV service connection and the

 9 supply, might decide not to pursue that infrastructure

10 deployment, and based on the research that we looked,

11 customers are looking to have that sense of enough

12 infrastructure to cover the driving pattern.  So because

13 some customers are not making those investments, we

14 believe there will be reduced level of penetration of

15 EVs, which we show to be the case compared to other

16 states.  So by waiving the line extension rule, we

17 believe we could drive increased penetration of electric

18 vehicles providing for that level of benefits that we

19 have submitted in my direct testimony for customers,

20 given that increased penetration.

21 Q Is this the first time that you have proposed an EV

22 program on behalf of the Company?

23 A On behalf of the Company, personally, yes.

24 Q Have you ever done so before for a different organization

25 or entity?
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 1 A For -- from a regulatory stance, no.  Regulatory

 2 proceeding.  Sorry.

 3 MR. KING:  Thank you, Mr. Serna.  I have

 4 no further questions.

 5 JUDGE WALLACE:  Thank you, Mr. King.

 6 Ms. Kearney.

 7 MS. KEARNEY:  Thank you, your Honor.

 8 CROSS-EXAMINATION 

 9 BY MS. KEARNEY: 

10 Q Hello, Mr. Serna.

11 A I'm assuming this is distributed generation.

12 Q I was just going to tell you.  I know we've met off the

13 record before, but for the record my name is Margrethe

14 Kearney, and I'm an attorney for the Environmental Law

15 and Policy Center.  I'm going to ask you a couple of

16 questions about distributed generation, so you can put

17 away your EV materials.  I think that my questions should

18 be pretty efficient today.  We have all been here a long

19 time so we're going to try to keep things going.

20 So starting on page 23 of your rebuttal?

21 A Yes.

22 Q So you address Witness Kenworthy's comments that you did

23 provide calculations, citations, or documentation to

24 support your assertion that DG customers shift costs to

25 non-DG customers, correct?
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 1 A That is correct.

 2 Q And you enumerate four responses to Mr. Kenworthy's

 3 testimony, right?

 4 A Starting on page 23 and continuing, yes.

 5 Q Yes, sir.

 6 A That is correct.

 7 Q 23 --

 8 A 23 to 25.

 9 Q Exactly, thanks.  So the first response you have is, you

10 refer to a discovery response which you attached as

11 Exhibit A-4.  And that discovery response and the

12 attached spreadsheet provides the Company's analysis of

13 how an earlier version of the Company's proposed DG

14 tariff would impact five customers of various size

15 generators; is that correct?

16 A That is correct.

17 Q O.K.  And under that analysis the least impacted customer

18 would pay $65 a year more than under existing net

19 metering; is that right?

20 A That is correct.

21 Q And the most impacted customer would pay $1,022 more a

22 year than under existing net metering.  Is that right?

23 A That is correct.

24 Q And this analysis does not contain any analysis of how

25 customers without net metering are impacted by the
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 1 existing net metering tariff.  Is that correct?

 2 A That is correct.  This is an analysis for those

 3 particular five customers with net metering or with a

 4 version of the Inflow/Outflow model.

 5 Q So your analysis doesn't show how net metering or DG

 6 customers would impact non net metering or non-DG

 7 customers; correct?

 8 A That is correct.  For that particular first element of my

 9 response, that wasn't the -- that wasn't included, nor I

10 believe it should be included for at least that

11 particular point.  

12 For the first point that I'm making, I

13 was providing examples.  I was making additional points.

14 But in that particular example, I was just explaining for

15 those five customers the difference between them being

16 under a net metering, under provisional rules, or under

17 different Inflow/Outflow models.  That is correct.  

18 Q O.K.  So it wasn't an explanation of a cost shift from DG

19 to non-DG customers, correct?

20 A It was an element to my explanation of the cost shift

21 between DG customers to non-DG customers.

22 Q But the analysis did not analyze the magnitude of a cost

23 shift from DG customers to non-DG customers?

24 A That is correct, it did not.

25 Q O.K.  So the second response you have is on page 24 of
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 1 your rebuttal.  And you mention several articles that you

 2 describe as noting the existence of cost shifting that

 3 Mr. Kenworthy fails to recognize.  And is this what you

 4 would consider documentation supporting your assertion

 5 that DG customers shift costs to non-DG customers?

 6 A Yes, I believe so.  I think --

 7 Q O.K.  That's all right.  It goes quicker if you just

 8 answer simply.

 9 But none of those articles you cite

10 discuss DTE specifically, do they?

11 A DTE specifically, no.  They do not.

12 Q And none of the articles discuss Michigan specifically,

13 do they?

14 A No, they do not.

15 Q And the third thing that you mention is, you reference

16 pages 55 to 56 of your direct testimony, and you state

17 that you provided references in that direct testimony to

18 analysis of the level of cost shift that's been studied

19 across five different states.  So if you can just quickly

20 take a look at page 55 of your direct testimony?

21 A Yes.

22 Q And on lines 19 through 22, you testify across the survey

23 of five states and six utilities, and with cost shift

24 studies conducted by various parties including utilities,

25 external experts, and state utility commissions, the
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 1 estimated range of distributed generation induced annual

 2 cost shift is $444 to more than $1,700 per customer.  Is

 3 that the testimony that you were referring to in your

 4 rebuttal?

 5 A Yes.

 6 Q And the citation there, footnote 56, is to an article

 7 that is called "Rethinking Rationale for Net Metering,"

 8 is that right?

 9 A That is correct.

10 Q And if you could go back to your rebuttal testimony on

11 page 24, that's the same article that you refer to in

12 footnote 5, is it not?

13 A That is correct.

14 Q Thank you.  And on to the fourth, and you note that it's

15 your final, your fourth and final response.  You refer to

16 the Staff report and to some Staff testimony; is that

17 correct?

18 A That is correct.  Yes, the Staff report.

19 Q O.K.  So the first thing that you refer to are Staff's

20 observations in their February 21, 2018 report.  Is that

21 correct?

22 A That is correct.

23 Q All right.  Were you in the courtroom earlier today?

24 A Yes, I was here when --

25 Q For the first witness?

    Metro Court Reporters, Inc.   248.360.8865



3694

 1 A For Mr. Ozar, yes.  

 2 Q And is that the same report that you heard

 3 Mr. Christinidis object to?

 4 A I'm not -- I don't know that I followed exactly because

 5 they were talking about certain exhibit numbers, and I

 6 wasn't following.  But I know the report was presented

 7 and introduced.  I think it was --

 8 Q O.K.

 9 A -- accepted.  That was my impression.  But again I

10 couldn't follow the nomenclature that was being discussed

11 earlier this morning.

12 Q Sure, I understand.  And I think that explanation is

13 helpful.

14 So with respect to that Staff report, to

15 your knowledge the concerns that you expressed have been

16 raised by Staff.  You're not aware of the those concerns

17 being based on any quantitative of analysis of DTE's

18 customers, are you?

19 A I don't know.  I wouldn't be able to respond to that on

20 the basis for the Staff's assessments, whether they did

21 some analysis based on the data that was provided during

22 the work groups, so I wouldn't be able to respond to that

23 specifically.  If that statement is, or that Staff

24 provided, was based on some analysis they did or not, I

25 wouldn't be able to respond.  I think Staff would be able
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 1 to respond to that.  I was primarily focusing on the

 2 quotation and the statement that they made in that

 3 report.

 4 Q All right.  So you're unaware of the basis for that

 5 statement; is that correct?

 6 A Yes.  I'm not a hundred percent sure what is the basis of

 7 the statement.  I'm obviously referring to this statement

 8 and to their conclusion that they included in their

 9 report.

10 Q O.K.  And you also mention Mr. Ozar's testimony, I

11 believe it's on page 26 of his direct, that references a

12 subsidy.  So you're not aware of that statement being

13 based on any quantitative analysis of DTE's customers,

14 are you?

15 A I don't know.  I cannot respond.  I would have to defer

16 to Mr. Ozar to answer the basis of his statement.  Again

17 I was highlighting the statement in the context of our

18 position that there is a cost shift.  We don't believe it

19 needs to be quantified.  It was just my portion of the

20 testimony to indicate there is a cost shift and multiple

21 different arguments to make that there is a cost shift.

22 Not necessarily, I wasn't trying to quantify it or

23 indicate any value, just indicating there is a cost

24 shift.  And that's the reason why moving from net

25 metering is an appropriate position at this time.
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 1 Q So you were relying on Mr. Ozar's testimony to support

 2 your argument that there is a cost shift; is that

 3 correct?

 4 A That's correct.

 5 Q But you're unaware of the basis for Mr. Ozar's testimony;

 6 is that correct?

 7 A That is correct.

 8 Q All right.  If we can move to page 40?

 9 A Of rebuttal?

10 Q Of your rebuttal, yes.

11 A Perfect.

12 Q I think I'm going to be able to stick to the rebuttal

13 from here on out.

14 A O.K.  So I don't get confused again.  Thank you.

15 Q So on pages 40 to 41 in that kind of carryover question

16 and answer, you criticize a variety of witnesses who

17 submitted testimony on DTE's proposed DG tariff, correct?

18 A Just to be specific, starting on page 40 I really focus

19 on the discussion of the Outflow credit and the inclusion

20 of a capacity value within the Outflow credit.  So yes,

21 starting there I begin to refute some of those

22 assertions.  But specific to the Outflow credits and the

23 inclusive of a capacity credit within the Outflow credit.

24 Q So one basis for your criticism of this Outflow credit is

25 that none of the witnesses provides any data to support
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 1 that distributed generation customers on an aggregate

 2 basis provide peak relief to the Company.  Is that right?

 3 A That is correct.

 4 Q So you would find it necessary in making an assertion

 5 about DG customers in the aggregate to back that

 6 assertion up with data; is that correct?

 7 A For that to be included in the tariff, in the actual

 8 value of the tariff and in the actual value of the

 9 Outflow credit, we believe, yes, you would need to have

10 that information that is a specific to our system, to DTE

11 Electric system, and specific to the number, location,

12 and characteristics of the distributed generation

13 customers within DTE Electric's system. 

14 Q So in order to include a quantifiable amount in the

15 tariff, it would be important to back that amount up with

16 data about DTE's own systems, correct?

17 A DTE's --

18 Q Own systems, and we think -- is that one of the things

19 you need to back it up with?

20 A If I can be more precise, if you allow me.  I would say

21 it's the relationship between the distributed generation

22 customers when they are exporting power to DT Electric

23 system, that, the relationship against the peak demand

24 within the electric distribution system, under the tariff

25 that is prevalent at the time.  So in this case, given
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 1 that we might have a new methodology, which would be

 2 potentially the Inflow/Outflow model, you would need to

 3 have data related to customers operating under those

 4 pricing signals to determine that relationship between

 5 when they're exporting power to DTE's electric system and

 6 when is the peak loading system, to determine if there is

 7 a coincidence and to determine if there is any value to

 8 be given to those customers.

 9 Q All right.  So in order to conduct that kind of analysis

10 you need to have data on actual DTE DG customers; is that

11 correct? 

12 A Under the new Inflow/Outflow model methodology, yes.

13 Q And you would have to have actual information about those

14 customers' impacts on DTE's system; is that correct?

15 A We will need to have information on the relationship

16 between when the customers are exporting power to DTE's

17 electric system and when the peak load in the system is.

18 Q And that also needs to be data and information that's

19 specific to DTE's customers and DTE's system; is that

20 correct?

21 A That's correct, yes.

22 Q O.K.  Thank you.  And going on to page 42, you also, you

23 take the position that looking to other jurisdictions

24 provides no meaningful evidence with regard to DTE's

25 electric system; is that correct?
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 1 A That is correct.

 2 Q All right.  If we can move to page 48.  Going at the

 3 speed of an electric vehicle here.

 4 A Good.

 5 Q Which is fast.

 6 A I'm there.

 7 Q All right.  So here you respond to Witness Lucas's

 8 statement that demand reductions from the Company's PCT

 9 program do not receive a capacity credit?

10 A That's correct.

11 Q Instead the PCT program reduces peak load which results

12 in a lower planning reserve margin requirement.  Is that

13 your position?

14 A That's my position.

15 Q O.K.  But you agree that, all other things being equal,

16 reducing the Company's planning reserve margin

17 requirements by one megawatt and increasing the Company's

18 capacity resources by one megawatt have the same impact

19 on the ability of the Company to meet its MISO resource

20 adequacy obligations, correct?  And you did have a

21 discovery response.

22 A Yes, I know.  And I'm pausing to, perhaps if you allow me

23 to look for -- 

24 Q Sure.

25 A Do you recall the number?

    Metro Court Reporters, Inc.   248.360.8865



3700

 1 Q 12.141.

 2 A So yes.  But the only piece, and I was to recall, as long

 3 as the one megawatt we're talking about for the Company

 4 capacity represents some forced, unforced capacity

 5 megawatt.

 6 Q O.K.

 7 A With that clarification, yes.

 8 Q Great.  Thank you.  All right.  So on page 50 to 51 of

 9 your rebuttal, you discuss the DPP rate?

10 A That is correct.

11 Q I just want to clarify that the Company has not performed

12 any analysis on the economic impacts of a DG-PD switching

13 to the DPP rate, correct?

14 A That is correct.

15 Q I have a couple questions for you now on page 52.  I'm

16 sorry if this seems like I'm jumping around.

17 A No.  That's good.

18 Q I'm just trying to be quick.  So on page 52 you respond

19 to Mr. Kenworthy's testimony that monthly average LMP is

20 an unpredictable and difficult to assess measure for most

21 customers.  Correct?

22 A That is correct.

23 Q And you include some charts that run over into page 53?

24 A That is correct.

25 Q That evaluate data from 2015, 2016, and 2017, correct?
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 1 A That is correct.

 2 Q All right.  So your testimony about the predictability of

 3 average monthly LMP is based on historical data; is that

 4 correct?

 5 A It was information I provided to provide context to the

 6 response that indicates that it is unpredictable.  So

 7 yes, I looked at historical data to try to assess how

 8 much variability did those LMP prices experience, and

 9 then translate that into what that would represent to a

10 customer's bill.  Obviously looking at the past doesn't

11 necessarily indicate what the future will be, but it is a

12 good measure to understand the statement made, I made

13 about the level of variability and unpredictability of

14 using the LMP for the Outflow credit.

15 Q So you looked at the past three years LMP, and you used

16 those to evaluate the variability both within a year and

17 across years?

18 A That is correct.

19 Q And it's on the basis of looking at those past three

20 years that you concluded the variability was not in your

21 opinion significant enough that it was unpredictable?

22 A That is correct, yes.

23 Q O.K.  Does the Company forecast average monthly LMP on a

24 going forward basis?

25 A Not that I'm aware.  But I'm not the expert in that
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 1 topic, so.

 2 Q Are you aware of whether the Company uses LMP forecasts

 3 that it doesn't produce itself?

 4 A Again I will have to defer to witnesses, Witness Arnold,

 5 who answered that as relates to any forecasts about LMP

 6 prices.  And that's not the area of expertise for myself.

 7 Q So you don't have any information or knowledge as to the

 8 degree to which the Company uses LMP forecasts in its own

 9 planning?

10 A Again I think there are other experts that would be

11 better equipped to provide you with the answer as it

12 relates to the type of forecasts that we use, how an LMP

13 forecast is used within our planning process.  Again

14 that's something that someone else could explain to you

15 in much detail.  I defer to Mr. Arnold to provide you

16 with the answers to those questions as it relates to the

17 forecasting of LMP and how we use it.

18 Q O.K.

19 A If we were -- I was just going to add that obviously that

20 information is what we used here when we're talking about

21 what a customer sees and what a customer that will be

22 using LMP will see.  And then to the level of

23 predictability, we did indicate that we will make the

24 information about historical LMP prices available to

25 customers in our website if our proposal were to be
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 1 approved.  So customers will have that historical

 2 information as it relates to what's been the price

 3 behavior of LMP as they consider and make the decision

 4 whether to install DG, which we feel is similar to other

 5 decisions they will make.  They would be looking at all

 6 our historical information to determine whether that

 7 makes sense or not.

 8 Q But you're not proposing to provide any sort of going

 9 forward forecasts of LMP for customers, are you?

10 A No.

11 Q O.K.  And you also would not be able to testify here

12 today about the Company's position on how predictable

13 going forward forecasts with LMP are?

14 A I wouldn't be able to explain or indicate what our

15 forecasts of LMP, whether they're unpredictable or not.

16 And obviously the testimony I provided here also talked

17 about the unpredictability as well as the difficult to

18 assess measure for most customers.  I think the data that

19 I provide in the rebuttal, page 53, explains how that

20 information for a customer, when you look at what that

21 Outflow rate is going to apply, what that information

22 would look to a customer.

23 Q And, sir, I understand.  I'm really asking you about the

24 going forward forecasts and less about the historical

25 data.  
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 1 MR. CHRISTINIDIS:  Your Honor --

 2 Q And I think you have answered.  

 3 MR. CHRISTINIDIS:  If you're done, I'll

 4 withdraw the objection I was about to offer, which is

 5 that we have talked the level of knowledge this witness

 6 has around the forecasting of the LMP.

 7 MS. KEARNEY:  Well, I was going to ask

 8 one more question.

 9 MR. CHRISTINIDIS:  It's been asked and

10 answered.

11 MS. KEARNEY:  And I will also point out

12 that many of the answers that have come have not been

13 entirely responsive to questions that were asked.

14 Q (By Ms. Kearney):  But my last question -- and

15 Mr. Christinidis can object to it if he sees fit -- is:

16 You didn't ask anyone else at DTE about the use of going

17 forward LMP forecasts in the planning process, did you?

18 A Not as I was preparing this response, no.

19 Q Great, thank you.

20 JUDGE WALLACE:  All right.

21 Q On page 54, you discuss line losses?

22 A Yes.

23 Q And your position is that line losses are avoided by DG

24 customers putting energy on the grid, correct?

25 A I don't think I said that.  I said that the argument
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 1 about crediting for line losses is a difficult one to

 2 make and that requires quantification.

 3 Q So you don't take a position as to whether or not line

 4 losses are avoided by DG customers putting energy on the

 5 grid; you just say you're unable to quantify it?

 6 A Yes.  And that it is difficult to determine because it's

 7 highly dependent on where the distributed generation

 8 customers are connected to the system.  And then I

 9 further indicate that -- well, that we're going to be

10 conducting additional studies over the next few years as

11 it relates to lines losses to better able assess whether

12 there is a benefit or not and the level of benefit if

13 there is any.

14 Q So you don't feel that the Company is in a position to

15 make any, draw any specific conclusions about avoidance

16 of line losses without data specific to DTE customers in

17 DTE's system?

18 MR. CHRISTINIDIS:  Let me place an

19 objection, your Honor.  That misquotes the witness.

20 MS. KEARNEY:  If I misquoted him, he can

21 certainly correct it, your Honor.

22 JUDGE WALLACE:  I agree.  And he did say

23 yes, so.

24 MR. CHRISTINIDIS:  Could I have the

25 question read back please, your Honor? 
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 1 (The record was read aloud by the Court Reporter as

 2 follows:  "So you don't feel that the Company is in

 3 a position to make any, draw any specific

 4 conclusions about avoidance of line losses without

 5 data specific to DTE customers in DTE's system?")

 6 MR. CHRISTINIDIS:  And the answer was

 7 "yes"? 

 8 COURT REPORTER:  I do not have an answer;

 9 I have "Let me place an objection, your Honor." 

10 MR. CHRISTINIDIS:  I'll withdraw the

11 objection, your Honor.

12 JUDGE WALLACE:  Could you answer the

13 question?

14 A Oh.  Could you read it again?  I lost track.

15 (The record was read aloud by the Court Reporter as

16 follows:  "So you don't feel that the Company is in

17 a position to make any, draw any specific

18 conclusions about avoidance of line losses without

19 data specific to DTE customers in DTE's system?")

20 A At this stage we don't have enough data to determine what

21 level of benefit there might be for distributed

22 generation customers as it relates to line loss.

23 Q (By Ms. Kearney):  And it's correct, sir, that you feel

24 you would need information on specific DTE customers and

25 DTE's system?
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 1 A To have a specific value according to a tariff that is

 2 going to be given to DG customers, at that moment, yes,

 3 we do need that specific data.

 4 Q And you, the Company does currently quantify average line

 5 losses, correct?

 6 A I understand we do.

 7 Q But your position is that the Company should not use

 8 average line loss number as a measurement of line losses

 9 avoided by DG customers, correct?

10 A That is correct.

11 Q O.K.  Because as you testified earlier, waiting for

12 specific results, you believe that that is more

13 appropriate than to assume class averages that may or may

14 not be applicable to distributed generation customers?

15 A Yes, that is correct.  This -- the impact of this to

16 distributed generation customers to our line losses are

17 going to be highly specific to where those customers are

18 located in the system, the relationship between the

19 generation that they produce, the load on the circuits

20 that they are associated with, the pattern of consumption

21 for those customers.  All of those elements have to be

22 analyzed to determine what is the impact of those

23 distributed generation customers on our line losses.  And

24 average line losses that we have from our studies don't

25 really support determining a specific credit that will be
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 1 included in our Outflow, if there is any benefit to the

 2 Outflow rate.  You need to have, we believe we need to

 3 have that data in that relationship to determine a value

 4 that would be included in the Outflow rate.

 5 Q At the beginning of that answer you mentioned a number of

 6 different pieces of information that you think would be

 7 important.  DTE does not have that information about DG

 8 customers currently, correct?

 9 A As it relates to line losses and the relationship between

10 DG customers and DTE Electric's system, no, we don't have

11 the data as it relates to line losses.

12 Q Do you have that data as it relates to -- let me rephrase

13 that.

14 You don't have that data as it relates to

15 other aspects of a DG customer's relationship to DTE's

16 system, correct?

17 A To other aspects you're asking?  Outside of line losses?

18 I just want to understand specifically your question.

19 Q That's right.  I was just trying to understand.  You were

20 confining that to line losses, but it sounded to me like

21 in your answers those, line losses is not the only area

22 in which DTE lacks that kind of granular information

23 about DG customers.  Is that correct?

24 A That is correct.  And we discuss that as it relates for

25 example to the relationship of DG customers to our peak
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 1 demand as when before we were discussing any value for

 2 capacity credit, as another example.

 3 Q All right.  On page 54 you -- it's a popular page.  You

 4 also respond to Mr. Rabago's testimony that DG provides

 5 distribution capacity benefits of the utility.  You state

 6 that you're unaware of studies that quantify any

 7 distribution benefits from DG customers; is that correct?

 8 A That is correct.

 9 Q You also do not cite here any studies that quantify

10 additional distribution costs caused by distributed

11 generation customers, correct?

12 A I don't cite any specific costs.  I do cite that

13 Mr. Mueller, Company witness Mr. Mueller, explains in his

14 rebuttal the range of impacts of distributed generation

15 customers to the system.

16 Q Sure.  So I can ask Mr. Mueller about that when he

17 testifies later today.  But you didn't have any

18 independent support for that statement outside of

19 Mr. Mueller's testimony, correct?

20 A That is correct.

21 Q O.K.  On page 60 through 62 you refer to an EPRI report,

22 E-P-R-I report.  And you quote pretty extensively from

23 it?

24 A That is correct.

25 Q All right.  So that report is global in reach; is that
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 1 correct?

 2 A Perhaps define global in reach?  

 3 Q Well, it refers -- for example, Germany as an example.

 4 A Yes.

 5 Q So it's not limited to just considering impacts within

 6 the United States?

 7 A It is not limited to that.  It definitely leverages

 8 information from other systems.  As you indicate, from

 9 Germany as an example, yes.

10 Q And it doesn't specifically address DTE's distribution

11 system, correct?

12 A That is correct.

13 MS. KEARNEY:  All right.  Your Honor, if

14 I can just have three minutes in place, I might be able

15 to be done and that would be a good time for a break.

16 JUDGE WALLACE:  O.K.  We'll go off the

17 record.

18 (Brief in-place recess.)

19 JUDGE WALLACE:  Back on the record.

20 MS. KEARNEY:  Your Honor, I have no more

21 questions for Mr. Serna.

22 JUDGE WALLACE:  Thank you very much, Ms.

23 Kearney.  You are correct.  It's about noon.  Why don't

24 we go ahead and break now for, should we say 45 minutes?

25 And when we come back we will pick up with Sierra Club,
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 1 MEC, after lunch, and then GLREA.  So see you back here

 2 in 45.

 3 (At 12:10 p.m., the hearing recessed for lunch.)

 4 -     -     - 
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 1          Lansing, Michigan 

 2      Wednesday, December 19, 2018 

 3      At 12:50 p.m. 

 4 -  -  - 

 5 (Hearing resumed following the lunch recess.)

 6 JUDGE WALLACE:  All right.  We're back on

 7 the record in U-20162.  Mr. Serna.  Mr. Becker?

 8 MR. BENDER:  Bender.

 9 JUDGE WALLACE:  Bender, thank you.

10 CROSS-EXAMINATION 

11 BY MR. BENDER: 

12 Q Good afternoon, Mr. Serna.  David Bender for MEC, NRDC,

13 Sierra Club.

14 A Good afternoon.

15 Q Mr. Serna, I wanted to start in your direct testimony if

16 you have it in front of you.

17 A Sure.

18 Q And specifically I'm looking at page 48.  As I understand

19 your testimony here, this is the beginning of the section

20 where you talk about distributed generation?

21 A Yes.

22 Q And you lay out the kind of statutory framework for the

23 Company's proposal; is that right?

24 A That is correct.

25 Q And you start at the top of page 48 by referencing Act
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 1 341 Section 6a(14).  Do you see that?

 2 A Yes.

 3 Q And that requires a cost of service based tariff to be

 4 included in a rate case filed after June 1, 2018.  Is

 5 that right?

 6 A Generally speaking.

 7 Q And so the proposal in this case that the Company puts

 8 forward is supposed to be that tariff; is that correct?

 9 A It's in response to this legislation and then to the

10 Commission's order from April to propose this new tariff

11 for distributed generation customers, yes.

12 Q So then the next Q and A, which starts on page 48 and

13 continues then, your answer does, on to page 49, there

14 you talk about other sections in Public Act 342.  Do you

15 see that?

16 A That is correct.

17 Q As I understand your testimony, these are the sections

18 you rely on, which is Section 177(4) and 177(5), for the

19 Company's proposal to limit the export credit to the LMP

20 and without transmission or distribution credit; is that

21 correct?

22 A We refer to Section 177(4) and 177(5) for our proposal

23 for the Outflow credit to be indeed the monthly average

24 real-time locational marginal price of energy.  That is

25 correct.
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 1 Q As I understand then, part of the premise for the

 2 Company's proposal is that Public Act 341 Section 6a(14)

 3 tariff, and tariffs governed by Section 177 of Public Act

 4 342 are the same?  Both statutes apply to the same tariff

 5 at the same time; is that fair?

 6 MR. CHRISTINIDIS:  Let me place an

 7 objection, your Honor, to the extent MEC is attempting to

 8 solicit a legal opinion.  I would point to Mr. Serna's

 9 testimony on page 49, he makes clear that he is not

10 offering a legal opinion.

11 MR. BENDER:  I would agree that he says

12 that.  I believe he goes on to offer several legal

13 opinions throughout the testimony and in the rebuttal.

14 The point of the question is just understanding the

15 framework he's already said that they try to follow in

16 what was proposal one.

17 A So first we file our proposed tariff as directed by the

18 Commission in its April order, and the Commission

19 provided the legislative background that I'm reflecting

20 there at the top of page 48.  The Company does believe

21 that as it relates to the tariff and the tariff that we

22 propose, Sections 177(4) and 177(5) apply to what the

23 Outflow rate should be.  And that is our position as

24 Mr.-- as my legal counsel has indicated, I'm not a

25 lawyer, but we do believe that these two provisions apply
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 1 to that Outflow rate that we have proposed as part of our

 2 distributed generation tariff.

 3 Q (By Mr. Bender):  And Section 177 of Act 342, that part

 4 of the distributed generation program is set forth in

 5 that Public Act; is that right?

 6 A It's for the -- for the distributed generation program,

 7 for the new program that is going to be filed based on

 8 Public Act 341, yes.

 9 Q O.K.  So the question before was:  It is the Company's

10 position, at least for purposes of what it's proposing

11 for a distributed generation tariff in this case, that

12 Act 341 Section 6a(14) and the distributed generation

13 program in Act 342 apply at the same time to the same

14 group of customers?

15 A Both apply to our basis that inform our proposal.

16 Q So in the discussion of Act 342 Section 177, in your

17 rebuttal at page 32?

18 A Yes.

19 Q Here at least in the first Q and A you're responding to

20 Staff Witness Ozar and his interpretation of 177(4).  And

21 you offer your opinion that Mr. Ozar is misinterpreting

22 or mischaracterizing that section.  Is that fair?

23 A Yes.

24 Q And as I understand Mr. Ozar's statement that you, that

25 is contained in the question at the top of page, Mr. Ozar
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 1 is saying that Section 177(4) applies to the excess

 2 generation within a month.  That is, the amount of

 3 exports that exceed the imports during the month, and

 4 that's what you're disagreeing with.  Is that a correct

 5 interpretation of your testimony?

 6 A My testimony is indicating that we think that Section

 7 177(4) applies to the power that is delivered to the

 8 electric distribution system from the distributed

 9 generation customer.  I do believe that Mr. Ozar was

10 indicating that it only applied to the net of the Inflow

11 and the Outflow.  And we were basically saying that we

12 didn't agree with his interpretation, and we believe that

13 177(4) applies to the power that is delivered to the

14 electric distribution system.

15 Q When you say "we", it's only your testimony.  That's what

16 your testimony is --

17 A Yes.

18 Q -- here; is that correct? 

19 A That's correct.

20 Q And when you say it applies to the electricity that's

21 delivered to the distribution system, you're saying that

22 the limits in 177(4), a and b, apply to any electricity

23 that flows from the customer generator to the

24 distribution system across the customer meter, every

25 single flow is subject to those limitations.  Is that
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 1 correct?

 2 A For the flows that go into the distribution system, the

 3 outflows that go into the distribution system, we

 4 indicate that -- I believe that the Section 177(4)

 5 indicates the two options on how you can credit those

 6 power delivered to the electric utility's distribution

 7 system.

 8 Q On page 37 of your rebuttal testimony you say that that

 9 interpretation is explicit.  I'm looking at line 15.

10 A 15?  Yes.

11 Q And so when you say on line 15 there that Section 177(4)

12 and (5) explicitly applies to power delivered to the

13 utility's distribution system and not to the excess

14 kilowatt hours.  Correct?

15 A That is correct.

16 Q O.K.  Where can I find that explicit reference in the

17 statute?

18 A So you go to page 31 of my rebuttal, I provided a table

19 that compared Public Act 295 and Public Act 342.  If you

20 look at the right-hand column towards the bottom of the

21 first box, it says, the credit -- the last sentence of

22 that first box says "The credit per kilowatt hour for

23 kilowatt hours delivered into the utility's distribution

24 system shall be either of the following..." and then (a)

25 and (b).
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 1 Q So that requires us then to define what is meant by the

 2 term "credit".  Do you agree with that?

 3 A Yes.

 4 Q O.K.  And as I understand your testimony, you interpret

 5 credit to mean that any recognition of exports from a

 6 customer generator to the distribution grid falls within

 7 the meaning of credit.  Is that fair?

 8 A I believe that the, for the power that is delivered into

 9 the electric distribution system, I believe that to mean

10 the Outflow rate, and that's why I believe that the

11 Outflow rate should be set on any of these two options.

12 Q So my question is:  Any outflow, if we're going to

13 recognize that outflow from customer generator to

14 distribution grid, we need to call that a credit?  That's

15 your premise; is that fair?

16 A I do believe that it is a credit.  That the customer is

17 getting a credit for that power that he is delivering to

18 the distribution system, and as such deserves to receive

19 some value for that power that he is delivering and a

20 credit for that power that he's delivering to the system.

21 Q Is there any definition of the term credit that you're

22 aware of that provides that definition that you're

23 applying?

24 A When I read the legislation and look at the language on

25 how it is structured and how I have analyzed, I do think
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 1 that the word credit in this context -- I'm not being the

 2 legal expert -- indicates that for that power that is

 3 delivered, and under the proposed Inflow/Outflow method

 4 you have to apply a particular mechanism that the Company

 5 is proposing from the Commission, it then does follow

 6 that it applies to that Outflow rate that we are

 7 proposing for that customer to be credited for.  That's

 8 how I interpret the legislation, coupled with the

 9 proposal that we made in front of the Commission, and the

10 concept of crediting those powers, that power delivery to

11 the distribution system, at any of these two mechanisms.

12 I will further say that that was what the

13 Staff proposed.  That was one of the two mechanisms, is

14 what the Staff itself proposed as part of their

15 rebuttal -- as part of their direct testimony, Mr. Ozar.

16 Q My question is if there is anywhere where we could find

17 the definition of credit.  If I understand your answer,

18 your answer was that you got that definition from a

19 holistic look at the statute and your understanding of

20 the context; is that fair?

21 A Fair.  In addition to the proposal that we made as it

22 relates to an Inflow/Outflow model as the mechanism to

23 compensate distributed generation customers under the

24 new, under the new tariff, yes.

25 Q When you say you looked at a holistic view, are you
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 1 talking about just Section 177, 177(4), the entire Public

 2 Act 342?  Give me an idea when you say you looked at it

 3 within the context of the whole legislation. 

 4 A Yes.  We look at both the Public Acts 341, Public Acts

 5 342, we look at the Commission order from April 18, 2018,

 6 and those are the key elements that we use to determine

 7 what our proposal for in the Inflow/Outflow model will

 8 be.  So all those elements are taken into consideration

 9 in our proposal.

10 Q Let's look at a piece of that.  So on your page 31.

11 A Sure.

12 Q In the boxes toward the top of the page, right-hand

13 column, you have Public Act 342 language.  Do you see

14 that?

15 A Yes.

16 Q And you had read the last sentence in there earlier, but

17 I want to look at the first sentence. 

18 A Sure.

19 Q O.K.  So if I look at the first sentence, it says "if." 

20 It begins with "if", do you see that?

21 A Yes.

22 Q It says, "If the quantity of electricity generated and

23 delivered to the utility distribution system by an

24 eligible electric generator during the billing period

25 exceeds the quantity of electricity supplied from the
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 1 electric utility or alternative electric supplier during

 2 the billing period, the eligible customer shall be

 3 credited by their supplier..."  Then it goes on for

 4 excess kilowatt hours generated during the billing

 5 period.  Do you see that?

 6 A Yes.

 7 Q O.K.  So within that sentence we agree that the billing

 8 period is the month?

 9 A Yes.

10 Q And so when we're talking about if the quantity of

11 electricity delivered to a distribution system, we're

12 talking about exports there?

13 A We can call it exports.  Obviously the language uses

14 other words, but definitely the power that is delivered

15 into the distribution system, yes.

16 Q O.K.

17 A Exports.

18 Q And then the other part is, exceeds its power supply from

19 the utility to the customer during that billing period.

20 Is that right?  That's the export to the import, correct?

21 A Uh-huh.  Yes.

22 Q Do you agree with me then that this first sentence says

23 that you look at outflows, you look at inflows during the

24 month, and if the outflows exceed the inflows, you get a

25 credit for that excess of -- the amount of outflow that
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 1 exceeds the inflows during the month?

 2 A The way it is, it indicates that for the power that is

 3 delivered to the distribution system, there is a rate by

 4 which we will credit that customer, and that rate is set

 5 in those sections.  The "if" statement that you were

 6 alluding to indicates that there will be a credit

 7 associated with that.  And the facts that there is power

 8 exported to the distribution system indicates that that

 9 customer should receive a credit, and that's why we -- I

10 in my testimony indicate that the Company is proposing to

11 use a monthly average real-time locational marginal

12 price.

13 Q What the customer receives a credit for is in that first

14 sentence, correct?

15 A The credit for what the customer receives is related to

16 what I believe is the power delivered into the utility's

17 distribution system.  It says, the way I read it, the

18 credit for per kilowatt hour for kilowatt hours delivered

19 into the utility's distribution system shall be either

20 of.

21 Q That first sentence says, shall be credited by their

22 supplier of electric generation service or the excess

23 kilowatt hours generated during the billing period,

24 correct?

25 A Which I believe to be the outflows that that customer is
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 1 sending to the system for the exports.  That you call

 2 exports.  Obviously exports is not a word that I find

 3 there.  But for us two, as we are having this discussion.

 4 But I believe that it says if there are excess kilowatt

 5 hours, that means there are outflows coming into the

 6 distribution system, so when that event happens, a credit

 7 should be paid, and then there are two options on how to

 8 pay for that credit.  And we are recommending one of the

 9 two options; Staff is proposing the second one.

10 Q So within that first sentence you interpret excess to

11 mean all outflows?  You do not interpret it to mean then

12 the amount of outflows that exceed inflows during the

13 billing period?

14 A No.

15 Q I want to address the question whether or not exports

16 should receive some recognition of a capacity value?

17 A Sure.

18 Q I think you covered some of this with counsel for ELPC,

19 so I will try not to replow the same ground.  I have a

20 few followups, though.

21 So if you look at page 41 of your

22 rebuttal.

23 A Yes.

24 Q As I understand, your testimony is there should be no

25 value associated with exports because there is no data
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 1 showing that DG customers provide peak relief to DTE.  Is

 2 that fair?

 3 A That's fair.  That's one of the arguments, yes.

 4 Q In discovery DTE was asked whether distributed generation

 5 reduces the capacity required in the MISO capacity

 6 requirements, correct?

 7 A Yes.  There was a question on that topic.

 8 Q And do you recall the Company's response was that yes,

 9 distributed generation does reduce the amount of capacity

10 that DTE needs in the MISO market?

11 A Like any other reduction in load, yes.

12 Q We also have in other discovery responses the peak summer

13 hours that drive capacity requirements for the Company.

14 Is that right?

15 A I believe so in some other answers.  I don't think I

16 provided those, but some other Company witnesses provided

17 those.  But yes.

18 Q Do you know offhand when those, let's say peak hours

19 during the summer that drive the Company's production

20 capacity requirement?

21 A None come to mind.

22 MR. BENDER:  Can we approach?

23 JUDGE WALLACE:  You may.

24 (Document was marked for identification by the Court

25 Reporter as Exhibit MEC-164.) 
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 1 MR. BENDER:  Your Honor, we would like to

 2 mark what would be MEC-164.

 3 Q (By Mr. Bender):  Mr. Serna, do you have in front of you

 4 what's now been marked as Exhibit MEC-164?

 5 A Yes.

 6 Q So the first page is a discovery response to

 7 MECNRDCSC-12.7a.  Do you see that?

 8 A Yes.

 9 Q Do you respond to that discovery request?

10 A Yes, I do. 

11 Q And in the response you refer to some prior discovery

12 response.  Do you see that.

13 A Yes, that is correct.

14 Q And one of those responses is MECNRDCSC-1.9?

15 A 1.19?  1.9, yes, you're right.  I just was looking at the

16 next one, says 1.19.  But yes, 1.9 is the first.

17 Q And it also says 1.19?

18 A Yes, that's correct.

19 Q Do you review those prior discovery responses when citing

20 them in your response to 12.7?

21 A Yes.

22 Q So turning to the second page?

23 A Yes.

24 Q This is 1.19a, correct?

25 A Yes.
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 1 Q And while you did not author this response, you

 2 incorporated it into your response for 12.7; is that

 3 right?

 4 A Yes.

 5 Q So you reviewed it and reviewed the attachments to it?

 6 A Yes.

 7 Q So if we then look at what would be the fourth, fifth,

 8 sixth pages, those are data that were attached to the

 9 response 1.19a and b?

10 A Yes.

11 Q And going back to 12.7, 12.7 asks for the residential

12 class NCP and then the 4CP and 12CP hours, correct?

13 A Yes.

14 Q And you pointed to, among other things, these data that

15 are attached in the table, spreadsheet tables; is that

16 correct?

17 A That is correct.

18 Q So looking at this now, can we look at and find when the

19 4CP hours are?

20 A I don't think we would be able to do so.

21 Q If you look at the, I believe the first page of the

22 attachment.  So it's at the top middle, it says U20162

23 MECNRDCSCDE-1.19ab.xlsx, Tab CTP.  Are you on that page?

24 A Yes.

25 Q We look down on the residential class for the first few
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 1 12 rows, and we can see in the column towards the

 2 right-hand side for month.  Do you see that?

 3 A Uh-huh.

 4 Q If we go down and look for the four summer months?

 5 A Uh-huh.

 6 Q That's June through September?

 7 A September, yes.

 8 Q And then in the day, what day of that month, that's the

 9 monthly peak; is that correct?

10 A That's correct.

11 Q And then there's a time number?

12 A Yes.

13 Q That's the 24 hour clock?

14 A That's the hour.

15 Q That's the hour ending or hour beginning?

16 A I don't know.

17 Q Do you know if it addresses it for daylight savings or if

18 it's standard time?

19 A I don't know.

20 Q So we can, from this we can see the four peak hours

21 during the summer that drive capacity need?

22 A Sure.

23 Q So if we look at the June 12 at 1800 hours?

24 A June for which class?

25 Q I don't think it depends on the class, but I'm looking at
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 1 the first reference to residential.

 2 A June 12, at 18 hours, yes, I follow you.

 3 Q And I was going to go down the line.  So we're looking at

 4 July 19 at 1800 hours?

 5 A That's correct.

 6 Q August 1st at 1800 hours?

 7 A That's correct.

 8 Q And September 26 at 1700 hours?

 9 A That is correct.

10 Q So if we know those are the critical hours for the

11 Company's capacity needs for production, we can then

12 refer to production data for distributed generation

13 customers and look at how much those customers are

14 producing during those hours; is that correct?

15 A For system, current distributed generation customers,

16 yes, which is very different from future.  Could be very

17 different from future distributed generation customers. 

18 Q All right.  I understand that.  We'll come back to that

19 relationship.

20 A Sure.

21 Q We have data, though, for existing distributed generation

22 customers, correct?

23 A Yes.

24 Q And you rely on those data to make several points in your

25 testimony, correct?

    Metro Court Reporters, Inc.   248.360.8865



3729

 1 A I refer to some of these and I know other witnesses have

 2 used that data to make other points, yes.

 3 Q So if we look on page 52 of your direct testimony?

 4 A Yes.

 5 Q You make a claim about the relative peaks of distributed

 6 generation and distributed generation customers, correct?

 7 A Page 52 of my rebuttal or direct?

 8 Q Direct.

 9 A Direct, sorry.  52, yes.

10 Q And you also provide some load shape; is that right?

11 A That's correct.

12 Q When you did that you relied on data for existing

13 distributed generation customers?

14 A That is correct.

15 Q And the system excess charge in this case is calculated

16 based on inflows and outflows from existing distributed

17 generation customers, correct?

18 A That is correct.

19 Q So at least for a few purposes the Company has used

20 existing distributed generation customer load and

21 production data in support of this, correct?

22 A We used data, and I will defer to Mr. Dennis who is our

23 cost of service expert, to explain the basis of why we

24 use the data to determine the system excess contribution.

25 That is correct.
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 1 Q But you also used it to make a point in your direct

 2 testimony about the relative peak demands of those

 3 customers, correct?

 4 A I was making, definitely making the policy point that the

 5 distributed generation customers, at least current

 6 distributed generation customers under the current set of

 7 net metering rules, on a net basis have a different load

 8 profile than the average non-DG customer.  Yes.

 9 Q And you were asked for the underlying data for that

10 analysis?

11 A That is correct.

12 MR. BENDER:  Your Honor, may I approach

13 and have marked what will be Exhibit MEC-165?

14 JUDGE WALLACE:  Yes, you may.

15 (Document was marked for identification by the Court

16 Reporter as Exhibit MEC-165.)

17 -   -   - 

18 Q (By Mr. Bender):  Mr. Serna, you look like you're

19 puzzled.  I think I know why, so let me ask the question.

20 A I thought there was more on the attachments.  I was just

21 looking at what you just provided me.  I thought there

22 was more, but if that's not the case I was going to check

23 against my materials.  But you continue and then --

24 Q You're right, and I'll clarify that.

25 A Oh.
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 1 Q Also, we were talking about page 52. 

 2 A Yes.

 3 Q And then these data were specifically asked for in

 4 reference to page 60.  I don't know if it's the same data

 5 that you used on page 52 or not.  But these are what has

 6 been marked 165, are data that you used in support of

 7 your direct testimony and were produced in response to

 8 discovery; is that right?

 9 A Yes, that's right.

10 Q And you are correct that there are more.

11 MR. BENDER:  I have a complete copy but

12 it's a spreadsheet attachment that looks like this

13 (holding document) when it's printed out in its entirety.

14 So we created a summary.  We have the full copy available

15 if the Company would like to compare it, which I believe

16 is the requirement for the Rule of Evidence for summaries

17 of large datasets.  But my preference is to mark the

18 shorter version rather than put all of this that is not

19 necessary into the record.

20 MR. CHRISTINIDIS:  Your Honor, I would

21 like to compare it.  And I would reserve the right to

22 object to how it's been summarized.  Obviously I don't

23 know at this point how it's been summarized.

24 JUDGE WALLACE:  All right.  That's fair

25 enough.
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 1 MR. CHRISTINIDIS:  Whether it represents

 2 a full dataset.

 3 JUDGE WALLACE:  Can we hold off on

 4 actually admitting whether it's this full thing or the

 5 summary until Mr. Christinidis has had an opportunity to

 6 take a look at it?

 7 MR. BENDER:  Absolutely.  I'll also state

 8 for the record that what we did to summarize is, we took

 9 the full printout, we looked at just the columns with the

10 load data, which are columns labeled in what's been

11 marked 165, and then we used just the pages that have the

12 data for the 12CP hours that are reflected in 1.19.

13 Otherwise we have 8,760 rows, when we need four to 12.

14 JUDGE WALLACE:  Right.

15 MR. BENDER:  I also have another copy of

16 the full dataset for your Honor if you'd care to look at

17 it.

18 JUDGE WALLACE:  I'll think about that.

19 MR. BENDER:  May we proceed?

20 JUDGE WALLACE:  Yes, you may, please.

21 Q (By Mr. Bender):  So Mr. Serna, looking at Exhibit 165?

22 A Sure.

23 Q I see in the attached spreadsheet rows for year.  Do you

24 see that?

25 A Yes.
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 1 Q Those are 2017?

 2 A That's 2017 data, yes.

 3 Q We have a month?

 4 A Yes.

 5 Q And we have a read day, which I interpret to be day of

 6 the month?

 7 A Yes.

 8 Q And then we have Day of Week designated as 1 through 7

 9 depending on what day of the week that particular date

10 fell; is that fair?

11 A That's fair.

12 Q And then we have a read hour.  Do you see that?

13 A Yes.

14 Q Do you know if that is hour beginning or hour ending?

15 A I don't know if it's hour beginning or ending.

16 Q Do you know whether it's been adjusted for daylight

17 savings or not?

18 A No.

19 Q We also have a column for D1-No NM.  Do you see that?

20 A Yes.  

21 Q I interpret that to mean the D1 residential class default

22 tariff, customers without net metering.

23 A That's right.

24 Q And when we're using net metering here in this context,

25 we mean the same thing as distributed generation; is that
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 1 right?

 2 A That's correct.  That's the existing tariff available for

 3 those customers.

 4 Q We have a column labeled D1-NM-IN.  Do you see that?

 5 A I see that, yes.

 6 Q Would that be inflow channel metered data for net metered

 7 customers?

 8 A Yes.

 9 Q That's all inflows?

10 A Uh-huh. 

11 COURT REPORTER:  Pardon?  

12 A Sorry.  Yes.

13 Q We also have D1-NM-OUT column, do you see that?

14 A Yes.

15 Q I interpret that to mean the outflow channel of the meter

16 data for those customers?

17 A Yes.

18 Q Is that all outflows during that hour for the entire sub

19 class, correct?

20 A Yes, absolutely.

21 Q And based on the numbers here, this looks like it is an

22 average.  Is that right?

23 A That's correct.

24 MR. CHRISTINIDIS:  Let me place --

25 A The average for those customers, for net metering

    Metro Court Reporters, Inc.   248.360.8865



3735

 1 customers, yes.  It was average for those and for the

 2 residential class customers.

 3 MR. CHRISTINIDIS:  Your Honor, may we go

 4 off the record a moment?

 5 JUDGE WALLACE:  Yes, we may.

 6 (Discussion off the record.)

 7 (At 1:35 p.m., a brief recess was taken.)

 8 JUDGE WALLACE:  All right.  We're back on

 9 the record in U-20162.  We took a short break for

10 Mr. Christinidis to look at the summary that MEC, et al,

11 put together in Exhibit MEC-165.

12 MR. CHRISTINIDIS:  Yes, your Honor.  In

13 the 20 minutes we had to review these what appear to be

14 several hundred pages, it appears to be an extraction of

15 data from the relevant Company discovery response as

16 represented by counsel, and we wouldn't object to further

17 questioning on the -- what's been marked as MEC-165.

18 JUDGE WALLACE:  Thank you.  Oh, I'm

19 sorry.  Mr. Singh.

20 MR. SINGH:  I realize this is a little

21 bit out of order, but Staff was, and does support the

22 Company's original objection.  From our perspective,

23 these few pages, they seem to be plucked from the overall

24 exhibit, it's kind of a curated list of line items

25 designed to support MEC's arguments, and we support the
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 1 admission of the entire exhibit because these few lines,

 2 while they may support MEC's argument that it plans to

 3 make in its brief, there may be other data in the overall

 4 exhibit that does not support -- their argument may

 5 support different arguments.  So I kind of feel that to

 6 some extent, this is an attorney's exhibit, it's not the

 7 overall -- it's not the overall dataset, which we believe

 8 if any portion of this is going to be introduced, the

 9 entire thing ought to be admitted into evidence.

10 JUDGE WALLACE:  Why don't we admit both.

11 It's a couple more trees, and we don't need a lot of

12 paper copies of that, so if we can admit the summary, and

13 we can continue the questioning so we don't have these

14 pages to flip through, and you have no objection, the

15 summary appears to be accurate, but in the event, you

16 would have more time to look at it.  So we can admit the

17 entire Exhibit MEC-165A or 166; is that number open?

18 MR. BENDER:  166 would be the next in

19 order.  

20 JUDGE WALLACE:  O.K.  Why don't we do it

21 that way.  I don't need a copy of it.

22 MR. BENDER:  I will give a copy to the

23 court reporter, your Honor.  For the record, do you want

24 me to lay all the same foundation for this copy as we did

25 for 165 with this witness, or can we stipulate that this
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 1 can come in as the full version of 165?  

 2 JUDGE WALLACE:  Are we willing to

 3 stipulate that this is the full discovery response from

 4 Mr. Serna, correct?

 5 MR. BENDER:  Correct.

 6 MR. CHRISTINIDIS:  The Company has no

 7 reason to question that, your Honor.  If it's being

 8 represented by counsel that this is an accurate copy of

 9 what the Company disclosed in discovery, we won't oppose

10 it going in as an exhibit.  We share and appreciate

11 Staff's concern that everything be in proper context, and

12 I think your solution, your Honor, to admit both and

13 hopefully utilize them in a way that facilitates an

14 expedited discussion makes sense.  

15 JUDGE WALLACE:  I just want everybody to

16 be equally unhappy.  Essence of compromise.

17 MR. BENDER:  I've marked it as 166.  If I

18 can approach?  

19 JUDGE WALLACE:  You may.

20 (Document distributed and marked for identification

21 by the Court Reporter as Exhibit No. MEC-166.)

22 JUDGE WALLACE:  If we could just back up

23 for a minute to Mr. Singh's comment that the summary is

24 curated.  Could you tell me how it is or isn't?  Could

25 you repeat back what exactly this consists of?
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 1 MR. BENDER:  Yes.  So we printed -- we

 2 printed it larger, which cuts off the right-hand column

 3 from what's now in 166, which is some calculations based

 4 on a few lines, and that's only the first maybe page, the

 5 rest of it is just blank to the rest of the document.

 6 And then we just included the pages that have the month,

 7 date, hour that correspond to the 12CP months for the

 8 residential class as we just discussed in 1.19.  So if

 9 you look at 1.19, look at the residential class, the 12CP

10 hours, the Exhibit 165 should be the page that contain

11 those hours.

12 JUDGE WALLACE:  O.K.  For the 12CP.  Now,

13 what are the units in like this, no net metering, and net

14 metering in, net metering out, what are the units there?

15 MR. BENDER:  I have the same question for

16 Mr. Serna.

17 JUDGE WALLACE:  Oh, O.K.  Well, good.  I

18 just, O.K., took care of that for you.

19 MS. KEARNEY:  And, your Honor, since we

20 all have to say something on the record here, I just want

21 to point out I understand Staff's concerns, but I did

22 want to point out that under Michigan Rule of Evidence

23 1006, summaries of this sort are certainly recognized and

24 allowed as long as the underlying data is provided, which

25 they were in this case, and so I think it's perfectly
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 1 appropriate to allow for this kind of summary exhibit.

 2 JUDGE WALLACE:  I agree.  So let's

 3 proceed with Mr. Serna.  

 4 Q (By Mr. Bender):  Mr. Serna, I believe, to back up a

 5 little, we were going through the columns in --

 6 A Yes.

 7 Q -- Exhibit 165, and you were explaining what they

 8 reflect.

 9 A Yes.

10 Q I think we were on the D1 NM out column.

11 A That's correct.

12 Q Can you tell me what those, that column, the data in that

13 column reflect?

14 A Reflects the reading on the outer channel for those net

15 metering customers.

16 Q And to answer my question and your Honor's question, are

17 these in kilowatts?

18 A Kilowatts.

19 Q O.K.  So a 1.699 value in the first row, that reflects

20 1.699 kilowatts?

21 A That's correct.

22 Q And that is the average across all customers who are

23 included in the data for that outflow?

24 A That is correct.

25 Q So you summed all of the outflow, then you divided by the
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 1 number of customers?

 2 A That's correct.

 3 Q The next column to the right, it says NM net system; do

 4 you see that?

 5 A That's correct, yes.

 6 Q Is that the difference between the net metering or the NM

 7 in and the NM out column for that hour?

 8 A That's correct.

 9 Q So that is the net flow on a subclass basis; is that

10 correct?

11 A On subclass basis meaning?

12 Q All the net metering customers.

13 A That's correct.

14 Q So during an hour, some net metering customers may have

15 inflow, some may have outflow, which is why you have

16 sometimes positive numbers in both the in and out

17 columns?

18 A That's correct.

19 Q So then on that class, subclass basis, net metering

20 subclass basis, you've essentially taken the difference

21 from the sum between the two columns to reflect the net

22 flow for all those customers as a whole?

23 A I will call them a group of customers, but yes, for that

24 group of customers, yes.

25 Q All right.  And then if you remember way back when we
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 1 started talking about this document, I had also asked you

 2 about the data behind the figure on page 52 of your

 3 direct.

 4 A That's correct, yes.

 5 Q And if you look at your exhibit in your rebuttal, A-34

 6 Schedule X as in, what's X, xylophone, 3 --

 7 A Yes.

 8 Q -- those are the data you used to create the summer load

 9 shape on page 52 of your direct testimony; is that

10 correct?

11 A Partially.  The data I provided in this response added a

12 month, added September.  When we did direct testimony, we

13 had focused on three months.  We were asked about doing

14 the same analysis and include the September month.  So I

15 just wanted to clarify, it is similar data, but in this,

16 in Exhibit X3, we also included the month of September.

17 So but I think the point here was similar that we were

18 making, so I just want to be hundred-percent clear that

19 the data on Exhibit X3 also included the month of

20 September when we did the graph.

21 Q And in the attachment, there's a document that includes

22 essentially four gray tables?

23 A Yes.

24 Q And those are labeled D1 load, D2 load; do you see that?

25 A Yes.
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 1 Q And do those data reflect the D1 class customers

 2 excluding customers with distributed generation?

 3 A That's correct.

 4 Q And the values shown here are for the month, the day of

 5 the month, and then the data in the cells reflect the

 6 average load for those customers in that hour; is that

 7 correct?

 8 A That's correct.

 9 Q And so the table with DG inflow, you have -- those are

10 the inflow channel of that distributed generation

11 customer's meters; is that correct?

12 A Yes.

13 Q And again, the units here is kilowatts?

14 A Yes.

15 Q And the outflow is the outflow channel of distributed

16 generation customer units?

17 A Yes.

18 Q And then like we just discussed with 1.9, the DG net

19 system load table in this exhibit reflects the difference

20 between DG inflow, DG outflow for the relevant month and

21 hour?

22 A Yes.

23 Q In your testimony, talking about -- so this is around

24 page 52 of your direct.

25 A Yes.
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 1 Q Talking about the difference in load shapes between the

 2 DG and non-DG customers?

 3 A Yes.

 4 Q You mentioned that DG customers have a peak that is half

 5 a kilowatt larger than the non-DG customers, correct?

 6 A Yes.

 7 Q That's looking at the peak regardless of time; is that

 8 right?

 9 A Yeah, that was the peak that we -- the highest peak for

10 the customers.

11 Q So if we look at the figure that's on page 52 --

12 A Yes.

13 Q -- we see the summer DG net line peaks in hour, looks

14 like hour 21 or 22?

15 A That's correct.

16 Q And that's what you're saying is higher than the non-DG

17 customers' peak, which is in, looks like hour 19, maybe

18 18?

19 A Yes, yeah.  Yes.

20 Q So you're comparing the absolute value and not the peaks

21 within the same hour?

22 A That's correct.

23 Q So if you look at the non-DG customer group, the DG

24 customer has a lower load during the non-DG customer peak

25 hour?
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 1 A Excuse me, could you repeat?

 2 Q The DG customer has a lower demand in the hour when the

 3 non-DG customer is peaked?

 4 A It has a net load, net load that is lower than the

 5 traditional non-DG customer net load.

 6 Q And during -- and during 2017, during the residential

 7 class NCP hour, the DG customers' net load during that

 8 NCP hour was lower than the average non-DG customer,

 9 correct?

10 A Net load, yes.

11 Q You also talk in your rebuttal testimony about whether or

12 not there should be a transmission value reflected in the

13 credit for exports to DG customers, correct?

14 A Do you recall which specific page you are referring?

15 Q I have written down here it's on page 63.

16 A 63.  O.K.  That helps me.  The reason I'm --

17 Q You know what --

18 A I don't recall talking too much about the transmission

19 piece, so that's why I'm not sure, so if you could help

20 me with the page?

21 Q Yeah.  I think I said rebuttal, and it's in your direct

22 on page 63.

23 A I see.  O.K.

24 Q It's the last line.

25 A Of my direct, yes.  Yes, starts at the very end.
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 1 Q And you say, "Transmission charges are pass through over

 2 which DTE has no direct control and which are invariant

 3 with the change in net consumption..."; do you see that?

 4 A Yes.

 5 Q DTE's transmission costs are billed to DTE by the

 6 transmission operator/owner, correct?

 7 A Yes.

 8 Q And that's ITC?

 9 A It is ITC.

10 Q And ITC bills DTE for transmission based on DTE's system

11 loads during ITC's 12 coincident peaks, correct?

12 A I believe so.  

13 Q And so as DTE's loads decrease during those hours, the

14 bill from ITC decreases?

15 A Everything else constant, yes, if load decreases, yes.  

16 Q O.K.  I appreciate that clarification.  So as DTE's loads

17 decrease relative to all the other utilities and

18 nonutilities served by ITC, then DTE's bill for

19 transmission goes down?

20 A Yeah.  Any load that is used within those hours for any

21 particular reason, for the distributed generation

22 customers or other programs, yes, that reduction in load,

23 everything else held constant, will turn it into a

24 reduced charge from ITC.

25 Q I want to also talk about you had clarified something in
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 1 response to an earlier question that the Company does

 2 not -- and in response to earlier questions from

 3 Ms. Kearney -- DTE does not yet have load data for

 4 customers who will take service under the inflow/outflow

 5 tariff if it's approved?

 6 A That is correct.

 7 Q And that was the reason why you said we don't know if

 8 there are any line loss avoid -- any line losses avoided

 9 by those customers?

10 A It's one of the reasons.  We also don't have the data for

11 the existing customers, and I explain in my response that

12 it is the relationship between where the customers are,

13 the load that they have, the load in that circuit, it's

14 that relationship, we don't have the data in detail for

15 the existing DG, obviously we don't have it for the

16 future distributed generation customers.

17 Q Let's talk about each of those, then, in order.  So you

18 don't have it for the existing at the granularity that

19 you would want to see; is that fair?

20 A That is fair.  And not only the level of granularity, but

21 for us to have and the analysis required to establish

22 that relationship between where those customers are in

23 the system, how are they impacting line losses, what else

24 is happening in the system to at some point determine,

25 hey, there is a value that you might provide to a
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 1 customer in spite of an outflow rate or some type of a

 2 graph, yes.

 3 Q And you also said that the Company has average line

 4 losses in its cost of service analysis, correct?

 5 A Yes.

 6 Q So when you're designing rates to charge customers, you

 7 use a system average, correct?

 8 A That's correct.

 9 Q So we're talking about when you're deciding whether to

10 credit customers for line losses, you don't think that

11 that system average is specific enough to calculate the

12 line loss avoidance from distributed generation?

13 A I do believe, yeah, that that's not enough because now

14 we're talking about a specific group of customers that

15 is -- that that relationship might or might not hold true

16 given how different a distributed generation customer is

17 from the rest of the customer class, so we do believe we

18 would want to have more specific data to understand that

19 relationship.  We have indicated that we are conducting

20 additional studies to better assess that relationship

21 between the distributed generation customers, our

22 distribution system, and the line loss associated with

23 those, or the impact on our line loss associated with

24 those customers.

25 Q You agree that individual customers, non-DG customers
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 1 have different line loss impacts depending on their level

 2 and timing of use?

 3 A The rest of the residential class as a whole basis --

 4 they, one critical factor that is very different for

 5 those customers is those customers never export power to

 6 the distribution system, so in that regard, they are very

 7 similar by the fact that they never are exporting power

 8 or interacting with the distribution system in a very

 9 different manner.

10 Q O.K.  Listen to my question.

11 A Sorry.

12 Q Do you agree that individual non-DG customers have

13 different impacts on line losses depending on their time

14 and level of use.

15 MR. CHRISTINIDIS:  Let me place an

16 objection, your Honor.  It's been asked and answered.

17 The fact that Counsel didn't get a yes or no answer to a

18 question that requires context isn't a basis to ask it

19 again and be repetitive, and repetition certainly doesn't

20 make what he intends to elicit more relevant.

21 JUDGE WALLACE:  I don't think Mr. Serna

22 actually answered the question that he asked, so I think

23 asking it again is appropriate.

24 A Yes, individual customers, not DG customers, have

25 different impacts within the context of being customers
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 1 that don't export power to the distribution system.  So

 2 within that context, like in any other customer, the

 3 individual customers will have different impacts on the

 4 system, but within the context of customers that do not

 5 export power to the distribution system.

 6 Q (By Mr. Bender):  And then the other piece of what's,

 7 say, what DTE would like to have as load data is load

 8 data specific for customers who respond to the price

 9 signal sent by a new, different type of tariff as an

10 inflow/outflow tariff, correct?

11 A Yes.

12 Q But what we're dealing with there is that, you agree,

13 it's somewhat of a chicken and egg issue, right?  So

14 we're trying to design the rate and we'll send the price

15 signal, but we don't yet have the data of how those

16 customers will respond to that price signal we're trying

17 to sell?

18 A I do recognize that, and that's one of the particular

19 reasons why the Company offer a solution, what we believe

20 it is a solution.  While this data is compiled for

21 customers, this new distributed generation customers that

22 also sign to our dynamic peak pricing rate that is in

23 existence, that allows us to have some certainty of

24 behavior within those three to seven hours and critical

25 hours, we did make a recommendation as part of my
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 1 rebuttal to offer a capacity credit.  So while more data

 2 is compiled for those customers, there is some mechanism

 3 and a method that the Company has advanced to begin to

 4 provide a level of capacity credit for those new

 5 distributed generation customers.

 6 Q That -- we also have a chicken and egg problem on the

 7 line losses?

 8 A Uh-huh.

 9 Q You agree?

10 A No, I disagree.  The reason I disagree is for line

11 losses, we don't have any other -- we don't believe that

12 we have another viable mechanism to begin to provide this

13 credit; it is something very specific to the distribution

14 system, something that today, to your point, we have only

15 addressed on average basis.  So although conceptually you

16 could say yes, they are the same, it's -- with the

17 capacity credit, there is different programs or at least

18 a program that we felt was readily available for us to

19 begin to offer that credit.  

20 Q So what you're saying is there's not just a chicken and

21 egg problem with line losses, there's also a granularity

22 of load data even for existing customers issue?

23 A That's correct.

24 Q And then for transmission, similarly, one of the reasons

25 why the Company feels it's -- there should be no
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 1 transmission value given to DG customer exports is

 2 because you don't yet have load data for customers who

 3 will ultimately take service and how they're impacting

 4 transmission?

 5 A For transmission, our argument will be more related to

 6 our prior discussion on Sections 177(4) and (5) that

 7 explicitly in both the two mechanisms, that we believe

 8 the legislature provide both of those exclude

 9 transmission.

10 Q All right.  So thank you for that.  So your argument,

11 your Company's position on transmission is a legal one is

12 what you're saying?

13 A It is primarily a legal one.  Secondarily was what I --

14 what you related as it relates to my direct testimony,

15 where it is difficult to assess what is the specific

16 impact or benefit from distributed generation customers

17 as it relates to the transmission charges that we might

18 get from ITC.  But primarily it is a legal response or

19 our -- let me rephrase it -- my interpretation of what

20 the legislation provides.

21 Q You were also asked earlier about some, four items you

22 cite in response to criticisms of no evidence of a cost

23 shift.  Do you recall those questions?

24 A Yes, I recall.

25 Q And one of those, which is studies from other five other
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 1 states --

 2 A Yes.

 3 Q -- those actually showed up in kind of two of those four?

 4 A That's correct.

 5 Q Are you familiar with that five-state "study"?

 6 A I'm familiar with the article that reference and the

 7 context of what the article provided as it relates to

 8 what data they used to highlight those, that level of

 9 cost shift as they conducted the analysis part of the

10 article; I haven't reviewed each one of those for precise

11 studies.

12 Q Do you have any knowledge of how the study was done?

13 A Each of the studies or the article itself?

14 Q Either.

15 A No.

16 Q You're familiar with the authors of the Public Utilities

17 Fortnightly article you cite?

18 A I'm familiar with their names, yes.  Ms. Alexander,

19 Ms. Faruqui, and Mr. Brown, yes, I'm familiar with them.

20 Q Did you ask them how they conducted -- how they selected

21 the studies they included?

22 A No.

23 Q Are you familiar with the fact that they testify for pay

24 for utility companies opposing net metering?

25 A I am familiar that some of them, I, again, don't know all
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 1 of them, are consultants, so they would be paid by

 2 utilities, by other organizations for different purposes,

 3 one of those could be the one that you indicated.  There

 4 could be other purposes, they are consultants, some of

 5 them.

 6 Q Are you aware of whether or not the authors had studies

 7 showing no cost shift or a negative cost shift and

 8 decided to leave those out of their article?

 9 A I don't know, I'm not aware.

10 Q Let's also talk about on page 61 of your direct.

11 A Correct.

12 Q Yes, direct.

13 A Yes.

14 (Replacing microphones.)

15 Q (By Mr. Bender):  All right.  Mr. Serna, on page 61 --

16 A Yes.

17 Q -- you point out two services provided to DG customers

18 that are unique to those customers.  Do you see that?

19 A Yes.  

20 Q O.K.  The first one is optionality, or the option to use

21 electricity at any time from the grid?

22 A Yes.

23 Q O.K.  And the second one is inrush current, correct?

24 A Yes.

25 Q So on the first one, you agree that non-DG customers have
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 1 the option to use or not use grid-supplied electricity?

 2 A Yes, but they never export power to the grid, and that

 3 was the point I was making here is the reason why

 4 distributed generation customers is similar to all other

 5 customers, they have that optionality to use electricity;

 6 what's different with distributed generation customers,

 7 they do that at the time that they are also exporting

 8 power to the grid.

 9 Q So fair to say that the optionality is the option to

10 export?

11 A No, I wouldn't say that it's the optionality to export

12 and at the same time have the grid provide services to

13 balance their use and other characteristics that the

14 electric system provides, such as voltage, frequency, and

15 other things.  So distributed generation customers are

16 using an option to export, but they're also using an

17 option to leverage the system for all these other kind of

18 technical elements that the grid provides, so using them

19 both ways.

20 Q But balancing and voltage support are things that non-DG

21 customers receive as part of their bundled service as

22 well, correct?

23 A Yes, that's correct, but only when they are receiving

24 power from the grid.  The point that we're making with

25 that particular one is distributed generation customers
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 1 are not only doing that when they are receiving power

 2 from the grid, but they are doing that also when they are

 3 exporting power to the grid, so that's what makes them

 4 different, and that's what we made the point and I made

 5 the point that they are different and that they are

 6 receiving additional services from the grid compared to

 7 traditional distribution customers that don't have

 8 distributed generation.

 9 Q So if we divide them into inflows and outflows, while

10 they're receiving inflows, they're receiving the same

11 bundled service as non-DG customers?

12 A So I would say no, and the reason why I'm saying no is

13 it's difficult to divide inflows from outflows; I mean

14 it's easy to do it when you're thinking of what you bill

15 a particular customer, but the distribution grid is at

16 all times dealing with a customer that has a solar panel

17 kind of on a minute-by-minute, second-by-second basis, at

18 some point there might be inflow, at some point there

19 might be outflow, and the grid itself is providing

20 services to those distributed generation customers

21 second-by-second, minute-by-minute whether it's inflow or

22 outflow.  Obviously when we look at the bill, we can kind

23 of make those more clear distinctions that you indicated

24 between the inflows and outflows, but as it relates to

25 how the system operates, that's -- the system is
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 1 operating on the instantaneous basis depending whether

 2 the solar panel is producing or not.

 3 MR. BENDER:  One minute.  I'll figure out

 4 if I need ask any other questions.  I'm either done or

 5 near done.

 6 JUDGE WALLACE:  O.K.  Take a break for

 7 one minute.

 8 (A brief pause was had in the proceedings.)

 9 MR. BENDER:  We're not going to have any

10 further questions.

11 JUDGE WALLACE:  All right.  Mr. Keskey.

12 Have we admitted these exhibits?

13 MR. BENDER:  I was just going to ask, do

14 you want me to move now or after the end of cross?

15 JUDGE WALLACE:  Why don't we do that now,

16 I'll forget otherwise.

17 MR. BENDER:  O.K.  MEC, et al, would move

18 164, 165, 166 into the record.

19 JUDGE WALLACE:  In light of the previous

20 discussion, is there any objection to the admission of

21 MEC-164, 165, and 166?  (No response.)

22 Hearing none, those exhibits are

23 admitted.

24 Oh, we need -- can you pass the

25 microphone back to Mr. Keskey, please.
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 1 CROSS-EXAMINATION 

 2 BY MR. KESKEY:  

 3 Q Good afternoon, Mr. Serna.

 4 A Good afternoon.

 5 Q You are not a cost of service witness in this case, are

 6 you?

 7 A No, I am not.

 8 Q And you have not done a cost of service study, have you? 

 9 A No, I have not.

10 Q Throughout your testimony you seem to use the terminology

11 that the DG tariffs should be cost-based and equitable,

12 and it's in several places of your testimony.  What's

13 your definition of equitable?

14 A I believe equitable would represent that the customers to

15 the electric utility should pay to the extent possible

16 for the cost that they incur.

17 Q And with respect to equity, did you consider the

18 equitable interest that DG customers or net metering

19 customers may have in the investment that they themselves

20 incur to install solar systems at their own premises?

21 A We, or I was looking at the, first, the total customer

22 base and what are the costs incurred to support a new

23 distributed generation program and how these type of

24 customers interact with the system to understand what

25 type of costs are incurred and should be recovered
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 1 through the new program.  Once I had a point of view on

 2 what that particular program, proposal, tariff should be,

 3 then we looked at what could be the impact to those

 4 distributed generation customers as they consider making

 5 investments in that -- in those systems.

 6 Q Well, would it be fair to say that your application of

 7 the word equitable refers primarily to what equities are

 8 involved relative to the utility and not necessarily the

 9 DG customer or net metering customer who may have

10 invested significant funds in its own for their own solar

11 facility?

12 A I would disagree.  I would say we look at the equity to

13 all utility customers, which one portion of those

14 customers are distributed generation customers, but

15 primarily through that relationship that all distributed

16 generation customers have with the utility system.

17 Obviously customers are making decisions based on the

18 available tariffs and available programs on whether they

19 make investment decisions on their side of the meter, and

20 that's true for many other types of customers.

21 Q I see nothing in your testimony or exhibits that analyze

22 or even refer to the equities that may be applicable to

23 the net metering or DG customers.  Am I correct?

24 A We did provide examples as it relates to how the tariff

25 that the Company has proposed could impact customers that
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 1 have distributed generation, so we did provide those

 2 examples.  We didn't provide a comprehensive analysis of

 3 the impact to all potential distributed generation

 4 customers, but we did provide some sample information of

 5 how the application of the inflow/outflow model based on

 6 the Company's proposal could impact certain customers.

 7 Q Well, aside from this impact under the Company's

 8 proposals, I did not see any discussion in your testimony

 9 or exhibits about the equities applicable specifically to

10 net metering or DG customers who have invested their own

11 funds to install solar facilities or to generate energy

12 or capacity.  Is that correct?

13 A No.  I believe that by definition, the proposal that the

14 Company has, that the Company believes is equitable to

15 all customers, it is also going to be equitable to the

16 distributed generation customers.  It will be the tariff

17 available for those customers to make a decision, that

18 tariff information will be available to them before they

19 make the decision as the proposed tariff would only

20 impact future distributed generation customers.  It is

21 important to recall that existing distributed generation

22 customers are grandfathered for a period of ten years

23 from the moment of installation, so I do believe that the

24 proposal being equitable to all customers will be

25 equitable for those new potential future distributed
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 1 generation customers.

 2 Q Well, you haven't done any analysis to determine the

 3 payback period or the rate of return that a net metering

 4 or DG customer would realize from having made an

 5 investment in solar facilities at their on-site location,

 6 correct?

 7 A No, we didn't do an analysis of that nature.  We provided

 8 data that explains what would be the level of credits and

 9 the amount of avoided charges from the inflow that

10 different groups of customers could have, but an analysis

11 of payback, we didn't provide as part of my testimony or

12 rebuttal.

13 Q Now, with respect to your definition of inflows and

14 outflows, am I correct in assuming that a customer who

15 has installed solar facilities at his or her location,

16 that inflow and outflow does not apply if their

17 generation is less than their consumption on site; is

18 that correct?

19 A So let me be specific.  For existing, current distributed

20 generation customers, the inflow/outflow model doesn't

21 apply right now until the point where they finish that

22 ten-year grandfathering.  So I believe your answer was

23 referring to existing customers.

24 Q O.K.  What -- with respect to prospective DG or net

25 metering customers, if their consumption is less than --
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 1 correction -- if their consumption is more than what they

 2 self-generate with their own facilities, would I be

 3 correct in assuming that your net inflow and outflow

 4 proposal does not apply to that consumption that the

 5 customer sees?

 6 A The proposal from the Company is for future distributed

 7 generation customers.  We would measure two different

 8 elements; one is how much power is delivered to that

 9 customer, the inflow, and how much power the customer

10 exports.  For anything that the customer, is delivered to

11 the customer, the inflow, the customer will pay the

12 retail rate; for anything that the customer outflows, he

13 will be credited at an outflow rate, and in addition,

14 there will be a system access contribution.  So there is

15 no netting, there will be -- the concept of netting goes

16 away, you have now an inflow of kWh to that customer that

17 we measure and we'll apply the full retail rate, and then

18 there will be a separate measure for how much is

19 outflowed to the system and apply an outflow rate, the

20 balance of the two is what will determine what the bill

21 for that individual customer will be in any given month.

22 Some months the customer might be providing enough

23 outflow that that is going to be greater than the inflow,

24 and that customer will be able to build a bank of credits

25 to be used in the future.
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 1 Q Yeah.  I'm just trying to pin down where the customer's

 2 own consumption fits in here in this inflow/outflow

 3 model.  In other words, let's just take a hypothetical

 4 that a customer generates 7x of his own consumption, but

 5 his total needs are 10x.  Now, that consumption that he

 6 saves by not purchasing electricity from the utility is

 7 not subject to the inflow/outflow model, is it?

 8 A So for the consumption -- now I understand.  The

 9 consumption that is provided by its own generator, what

10 the customer does is avoids paying the power supply rate

11 of the Company, so there is a benefit to those customers

12 that they are able to avoid paying the power supply rate

13 of the customer.

14 Q And value of the consumption avoided is at the retail

15 rate, is it not?

16 A It's at the power supply rate, the power supply.

17 Q Well, a customer who reduces his consumption through his

18 own facilities, what he is saving is equivalent to the

19 amount of power times the retail rate, isn't that what he

20 saves?

21 A Under our proposal, we have indicated that for

22 distributed generation customers, we believe that those

23 customers, as we were discussing in the prior

24 examination, impose costs into the distribution system,

25 so those distribution costs are not avoided, and actually
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 1 we believe the distributed generation customers are

 2 interacting with the system in an even greater manner.

 3 So under our proposal, those customers, new distributed

 4 generation customers will avoid the power supply, but

 5 there will be a system access contribution rate assigned

 6 to those customers.

 7 Q Well, aside from the system access charge, or I guess

 8 it's system access contribution charge, which we can

 9 discuss later with either you or one of the witnesses,

10 but aside from that, the consumption that a customer

11 saves by his own generation has nothing to do with your

12 inflow/outflow model, does it?

13 A I don't know that I agree with that.  I think it is the

14 totality of the interactions of that customer with the

15 system that are part of our proposal that includes an

16 inflow/outflow model, soI would say that it includes all

17 the elements; so there is the inflow, there is the

18 outflow, and there is the power consumed on site, all

19 three elements are part of what the tariff encompasses.

20 So I would say for the power consuming side, this is not

21 an inflow rate or an outflow rate, but definitely

22 they're -- all three elements work together to determine

23 what is the inflow, what is the outflow, and what is the

24 system access contribution.

25 Q Well, O.K.  I'm just trying to -- I thought we were
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 1 there, but just one more question on this hopefully.  The

 2 consumption that a customer saves by having his own

 3 facilities is not part of the inflow, is it?

 4 A It's not part of the inflow, but it has implications of

 5 what the inflow total, total inflow will be, but when you

 6 just look at it in isolation and don't look at anything

 7 else, yeah, it doesn't get impacted by the inflow.  But

 8 to the more that the customer consumes on site,

 9 potentially there might be less inflows.  Again, that's

10 why I'm saying all three elements work in tandem, and for

11 each individual customer, new distributed generation

12 customer, there will be different values associated with

13 each of those.

14 JUDGE WALLACE:  Just one second.  You

15 don't meter -- you're not able to meter how much

16 consumption is going on inside the premises, correct?

17 THE WITNESS:  That's correct.

18 JUDGE WALLACE:  You only meter what's

19 coming in and what's going out?

20 THE WITNESS:  What's going out.  

21 JUDGE WALLACE:  So whatever's going on

22 inside, that's kind of unknown?

23 THE WITNESS:  Uh-huh, that's correct.

24 Q (By Mr. Keskey):  Now, am I correct that the total of

25 grandfather net metering and DG customers still is

    Metro Court Reporters, Inc.   248.360.8865



3765

 1 subject to the 1-percent cap of the average instate peak

 2 load for the previous five years?  

 3 A I'm pulling out the specific reference, if you give a

 4 second or two.  This is specified in Public Act 342,

 5 Section 173(3), where it says, and I just want to read it

 6 as it is so I'm not making any assumptions.  An electric

 7 utility or alternative electric supplier is not required

 8 to allow for a distributed generation program that is

 9 greater than 1 percent of its average instate peak load

10 for the preceding five calendar years.  So I think it's

11 yes, but it is --

12 Q I think you discuss this at page 68 of your direct

13 testimony at the bottom?

14 A Yep.

15 Q Now --

16 A Of my rebuttal.

17 Q Your rebuttal.  I'm sorry.  And what's your definition of

18 average in-state peak load, is that -- is that with

19 respect to DTE only, or does it have a wider regional

20 aspect to it?

21 A It is specific to DTE.

22 Q So when you look at the cost of the DTE overall system, a

23 1-percent limit or cap is quite a small or insignificant

24 portion of the DTE system; would that be logical?

25 A I don't know that I would say it's insignificant.  It is
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 1 1 percent, small, but it is not insignificant.

 2 Q And DTE would have some growth in its load over future

 3 years, would it not?

 4 A Not -- I'm not completely familiar with our peak load

 5 forecast over the next five years, I think other

 6 witnesses can explain that, whether there is going to be

 7 some type of load growth.  I would say that currently the

 8 number of customers still leaves plenty of space under

 9 that 1-percent cap.

10 Q Would it be correct that the 1-percent cap includes 0.5

11 percent for the Category 1, and 0.25 for Category 2, and

12 perhaps 0.25 percent for digesters or other facilities,

13 if you know?

14 A It's .5 percent for electric generators capable of

15 generating 20 kilowatts or less, .25 percent for

16 customers with generators capable of generating more than

17 20 but less than 150, and no more than .25 percent for

18 methane digesters capable of generating more than 150 kW,

19 yes.

20 Q And at this point in time, a portion of that 1-percent

21 cap has already been taken up by some of those

22 categories; would that be correct?

23 A No.

24 Q Well, are you saying there are no --

25 A No, there is still cap available under all the programs.
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 1 Q No, but I guess what I was trying to ask was, under let's

 2 take Category 1, the 0.5-percent cap, a portion of that

 3 cap is currently represented by net metering customers?

 4 A That's correct.

 5 Q And do you know what percentage of that 0.5 is made up of

 6 net metering customers at this point in time?

 7 A Right now, the information I'm looking at here, I'm

 8 looking at the data provided by -- the Commission issues

 9 report each December, December 17 is the last one

10 where -- I'm just looking here at the data on what the

11 cap that has been used.  Just as of that date for DTE

12 Electric, you were asking for Category 1 customers?

13 A Yes.

14 Q As of December 2017, the cap would have been

15 57 megawatts, and as of that time, there was 10 megawatts

16 used, so there was still 47 megawatts available at that

17 time.  

18 Q And do you have a similar -- do you have similar data

19 with respect to Category 2?

20 A Yes, I have similar data.  For Category 2, the cap for

21 DTE Electric is 28.6 megawatts, and the cap used, or the

22 amount of the nameplate capacity is 1.6 megawatts, so

23 there is 27 megawatts available.

24 Q And with respect to the last category, the digesters and

25 other?
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 1 A As of December last year, we didn't have any Category 3

 2 customers, so the entire cap is available.

 3 Q And that cap is how much?

 4 A It's the same as Category 2, it would be 28.6 megawatts.

 5 Q Now, if your pricing proposals under the inflow and

 6 outflow model do not provide sufficient revenues for

 7 outflows, then -- and that is in order for a customer to

 8 realize a reasonable payback period, then the effect

 9 would be to discourage the expansion of net metering or

10 the DG tariff resources up to the 1-percent cap; would

11 that be logical?

12 A I don't believe that the impact would be to discourage.

13 I think the implementation of a new inflow/outflow model

14 under the parameters proposed by the Company still

15 provides for several values to those distributed

16 generation customers.  As you indicated, for any power

17 consumed on site, there would be a benefit, there will be

18 an outflow credit for any power that is sent to the grid.

19 We made our proposal to also provide for those customers

20 that signed for a dynamic peak pricing to get an

21 additional capacity credit.  The dynamic, so customers

22 choosing to install distributed generation are going to

23 be evolving.  Other factors besides the Company proposal

24 will come into play as it relates to the installation

25 costs, which have come down, and based on general
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 1 research would indicate that it might continue to come

 2 down.  There are other factors.  Even when you look at

 3 the history of the net metering program, there have been

 4 customers installing distributed generation at the early

 5 stages when the costs are greater.  So indeed there is a

 6 change in the model, but it will be for those those new

 7 customers that will be now faced with those facts to make

 8 that decision; they won't compare to something because

 9 that other program was not available.  

10 So it is an impact, it is a change, and

11 it is a change when you move from a model that had built

12 in a level of incentive, so whenever there was an

13 incentive that is removed, there is going to be change.

14 But I do believe that the program and the model proposed

15 by the Company still provides for different sources of

16 value for those customers, future distributed generation

17 customers.  

18 Q Well, I think you've already testified that you didn't

19 look at the payback periods for a customer installing

20 their own systems.

21 A That's correct.

22 Q So you don't really know what impact your inflow/outflow

23 model would have on the customer installing, or customers

24 installing solar facilities on their own premises, do

25 you?
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 1 A That correct.  That's why I couldn't agree that it was

 2 going to discourage.  To your point, I don't know what

 3 that net effect is going to be.

 4 Q And would you say -- how would you compare the present

 5 net metering program in comparison to your inflow/outflow

 6 model?  Assuming for a customer, all other things being

 7 equal, is the benefit that the customer receives under

 8 net metering greater than what that customer of

 9 equivalent size would receive under your inflow/outflow

10 model?

11 A It is going to be highly dependent on each customer's

12 size of the panel load.  We did provide an example with

13 five customers where we showed what that customer would

14 pay under no distributed generation tariff, how much they

15 will pay if they had net metering, how much they would

16 pay or receive if they had the Company's proposal or

17 earlier versions of the Company's proposal.  When you

18 look at the five examples, you will see that the

19 differences between the net metering scenario versus the

20 Company's inflow/outflow model changed significantly

21 based on the conditions of that customer.  In some

22 instances, it was only -- I could go to the numbers.  So

23 it's only $100 difference, in other instances it was

24 larger, 500 or more.  So there is going to be a change,

25 but it's going to depend on those -- that individual
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 1 customer.  We did provide those examples to help

 2 illustrate how this could impact different types of

 3 customers when they're considering implementing

 4 distributed generation in their premises.  

 5 Q Well, you provided that, those examples in discovery, or

 6 is it in your testimony and exhibits?

 7 A It's on my rebuttal.  

 8 Q And what page is it?

 9 A Sure.  It's -- 

10 Q What page is that?

11 A It's my rebuttal, Exhibit A-34 Schedule X2, and there is

12 seven pages associated with that exhibit.

13 Q Now, would it be correct to say for a relatively small

14 installation of solar facilities, that the remuneration

15 to the customer under net metering is better or higher

16 than it would be continued your inflow/outflow model?  

17 A I would characterize it to say that under the current net

18 energy metering rules, those customers are receiving an

19 incentive as it relates to the distribution and

20 transmission credits that they are getting in their -- in

21 the netting, so from that point of view, they are getting

22 an additional value based on the structure of net energy

23 metering.  

24 Q And so the incentives under net metering are greater than

25 the incentives under your inflow/outflow model?
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 1 A I would say net energy metering does have an element of

 2 incentives that we think with the proposal from the

 3 Company as it relates to the inflow/outflow model with

 4 the system access contribution are significantly reduced,

 5 so the level of incentives that was there to help

 6 establish the industry will be reduced.  

 7 Q O.K.  So now, if the level of participation in the

 8 current net metering program still has a considerable

 9 amount of unused capacity, then would it be logical to

10 assume that under a change to the inflow/outflow model,

11 that there is even less likelihood that the 1-percent cap

12 would be achieved?

13 A I don't know.  I haven't done an analysis to make an

14 assessment on whether it would be more or less likely.

15 Again, there are multiple elements that go into the

16 desessions customers make.  Obviously the tariff proposed

17 is a critical element, but there are other elements

18 related to the installation costs, offers that installers

19 provide to customers, so the net of those is what's going

20 to determine how fast or not we get to the 1 percent.  

21 Now to your question, I don't have an

22 assessment of whether it will be more or less likely to

23 get closer to that 1-percent capital.

24 Q Do you know if the system access contribution charge

25 would apply to company-owned solar projects?  

    Metro Court Reporters, Inc.   248.360.8865



3773

 1 A No.  The system access contribution charge is as part of

 2 the proposal for customers that will take service under

 3 the DTE Rider 18.

 4 Q So company-owned solar would not have to pay for solar --

 5 excuse me -- a system access contribution charge?

 6 A Company-owned solar is not a customer of DTE,

 7 company-owned solar is a resource that the Company uses

 8 to meet its generation obligations and meet different,

 9 different legislative goals, I'm thinking of renewal

10 portfolio standard, but utility-owned solar is not a

11 customer of DTE.

12 Q And would your answer be the same with respect to any

13 solar facilities that are owned by perhaps an affiliate

14 of either DTE or DTE's parent company?

15 A Again, the proposed distributed generation tariff rider

16 applies to customers of DTE.  To the extent that there is

17 other larger facilities, those are not going to be

18 necessarily customers of DTE, so they wouldn't be subject

19 to that tariff, there are other tariffs and there are

20 other avenues, but again, the DG tariff applies to just

21 electric, DTE Electric customers.

22 Q Are you aware of any situation whereby any of the

23 capacity investment projected by DTE for the projected

24 test year is not already being recognized as covering any

25 impacts from DG customers?
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 1 MR. CHRISTINIDIS:  I'd like to place an

 2 objection to the form -- 

 3 (Multiple speakers.)

 4 JUDGE WALLACE:  Let's try that again in

 5 two questions.

 6 MR. KESKEY:  Yeah.

 7 Q (By Mr. Keskey):  Your inflow/outflow method does not

 8 result in any additional capital investment by DTE that

 9 would not already be reflected in the projections in the

10 Company's projected test year; would that be correct?

11 And if it's not your area, that's fine, you can just

12 indicate so.

13 A The proposed inflow/outflow model again applies to

14 customers wishing to be serviced under that new rider, it

15 doesn't really apply or it doesn't apply to capital

16 investments, so I'm not aware of any relationship between

17 the two.

18 Q Are you aware of any increases in operation and

19 maintenance expenses for DTE that would result from the

20 DG customers that's not already reflected in the

21 projected test year?

22 A I probably will defer those questions and let Company

23 Witness Mueller talk about the impact of distributed

24 generation customers to our capital operation and

25 maintenance programs within the distribution company.
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 1 Q Are you aware of any increases in distribution or

 2 transmission costs that would result from DG customers

 3 that is not already projected in the Company's test year?

 4 A Again, I would defer to Company Witness Mueller to better

 5 respond to those questions.

 6 Q Would it be correct that to the degree that DG

 7 customers or grandfathered net metering customers provide

 8 capacity and energy or permits the Company to avoid

 9 capacity needs or energy requirements, that the resulting

10 impact would be a reduction in transmission or fuel and

11 purchased power or other PSCR costs?  

12 A So I will try to take this in two steps as there were

13 several elements that you mentioned there.  Again, the

14 Company recognizes that distributed generation customers

15 help the Company avoid fuel and purchased power, and

16 that's what the Company proposal under the inflow/outflow

17 model, for the outflow, the Company is proposing to

18 compensate at the locational marginal price, which is a

19 representation of those savings.  As it relates to

20 transmission, we think and I believe the legislation

21 indicated there should be a transmission credit included

22 in the outflow rate, and as discussed earlier today, the

23 Company doesn't believe that those should be included in

24 the outflow rate because of that reason.  So I think

25 those were the two ones that I picked up from your
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 1 question.  If I missed one, let me know, please.

 2 Q O.K.  Aside from the statute, as a practical matter,

 3 looking at costs, would it be correct that to the degree

 4 that grandfathered net metering customers and DG

 5 customers avoid capacity needs on DTE's system, that the

 6 result would be that you would have lower transmission

 7 costs?

 8 A Reduction in load is based on the way ITC charges

 9 transmission costs is what determines what the cost that

10 the Company incurs.  DG customers, depending on their

11 profile, could potentially impact that load, but that's

12 no different from any other customer's actions that could

13 also impact the load or other programs that the Company

14 has that could impact the load and provide for that

15 reduction in transmission costs.  It is the Company's

16 position that none of those customers are going to

17 experience that -- well, should receive that credit,

18 especially for DG, which is what we're discussing here,

19 because the legislation indicates for transmission, it

20 shouldn't be included.

21 And I do want to point out, this is only

22 for prospective new distributed generation customers.

23 The construct, because you included it in your question,

24 for current net energy metering customers will continue

25 to be the same and they will get that benefit.
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 1 Q So if a DG customer going forward allows the Company to

 2 reduce capacity and energy costs, that would reduce your

 3 transmission costs as a standalone manner?

 4 A Only to the extent that it's only on the peak demand, not

 5 on the energy.  To the extent that it matches with how

 6 ITC charges the transmission costs, the Company doesn't

 7 have data that indicates what that impact will be from

 8 those distributed generation customers, point No. 1.

 9 Point No. 2, we feel the legislation clearly indicates

10 that there should be no distribution or transmission

11 credits associated with the new distributed generation

12 program.

13 Q Now, are you aware of the fact that transmission costs

14 are charged to DTE customers under Act 304, which is the

15 PSCR cost?

16 A Through, sorry, PSCR, what did you say before?

17 Q The PSCR plan and reconciliation cases under Act 304

18 includes transmission costs?

19 A I believe transmission costs are included in the PSCR

20 charge.

21 Q O.K.  So if a DG customer doesn't, does not receive

22 credit for transmission, who obtains the benefit of the

23 margin between the capacity that the -- or the peak load

24 that the DG customer saves and the resulting lowered

25 transmission costs paid by DTE?
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 1 MR. CHRISTINIDIS:  Let me place an

 2 objection, your Honor.  It assumes facts not in evidence.

 3 There is no testimony there will be lower transmission

 4 costs.

 5 JUDGE WALLACE:  I agree.  Can we -- how

 6 many minutes do you have, do you think, Mr. Keskey?

 7 We've got three more witnesses today and it's 3:15.

 8 MR. KESKEY:  Probably 20 minutes or less.

 9 JUDGE WALLACE:  O.K.  If we can move it

10 along.

11 MR. KESKEY:  I guess I didn't understand

12 the objection, your Honor, because I thought he had

13 testified that if a customer, DG customer saves peak load

14 or capacity cost, then in fact, as practical matter, it

15 saves those costs.

16 JUDGE WALLACE:  And I think that we kind

17 of plowed that ground in the previous cross.

18 Q (By Mr. Keskey):  You have testified under prior cross-

19 examination that you had not done any quantification of

20 the so-called cost-shift concept that you were discussing

21 in your testimony relative to DG customers and non-DG

22 customers; do you recall that?

23 A I recall that.  We haven't done analysis because I don't

24 believe that the quantification of the cost shift is

25 relevant, it's just the existence of the cost shift that
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 1 is relevant.

 2 Q Well, if in fact we were to take a situation where DTE

 3 recovers all of its costs, along with an authorized

 4 return, why does DTE care about whether there is or is

 5 not some unestablished or established cost shift between

 6 DG and non-DG customers?

 7 A Because to the extent there are cost shifts, which we

 8 believe there are, that means that those costs that are

 9 not recovered from the distributed generation customers

10 are shifted to non-distributed generation customers and

11 makes for a curve that is not equitiable, which the

12 legislation in the Public Act 341 indicated to develop a

13 cost of service -- a tariff that is -- I don't want to

14 quote out of -- to study an appropriate tariff reflecting

15 equitiable cost of service.  So the point of the cost

16 shift is not necessarily related to the utility's cost or

17 revenues, but is to the fact that those costs that are

18 not recovered from distributed generation customers under

19 current net energy metering rule, primarily the

20 transmission and distribution, those then get shifted to

21 non-DG customers, creating a fairness and equity issue.

22 Q Well, there's no cost shift to the non-DG customers if in

23 fact DTE's overall rate structures recover all of DTE's

24 costs plus its authorized return, is there?

25 A There is cost shifting there because costs for the
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 1 Company get allocated to different customer classes and

 2 we recover -- if we are not recovering some type of cost

 3 from a group of customers, by default, because all the

 4 costs are fixed or relatively fixed, those costs need to

 5 be recovered from all of the other customers.  So the

 6 cost shift does exist, and I think in my testimony and in

 7 the rebuttal, not only I indicated from what others have

 8 indicated, but even the Staff has taken the position that

 9 there is a cost shift in the proposed inflow/outflow

10 model and moving to an inflow/outflow model allows us to

11 remove and move away from that cost shift.  It's an

12 important step in moving in that direction.

13 Q Well, there is a little difference between a non-DG

14 customer and a DG customer in that a DG customer has

15 invested his own funds in installing solar or other

16 facilities at his or her own site, and that's a cost that

17 non-DG customers do not incur; is that right?

18 A That's correct.  And that's why under the inflow/outflow

19 model, there is two elements where those customers get a

20 benefit; one is for the power consumed on site, they are

21 able to avoid paying the Company for the power supply

22 cost, and in addition to, they get an outflow rate for

23 the avoided fuel and purchased power.  Under the

24 Company's proposal, they get an additional benefit if

25 they are under the dynamic peak pricing rate for
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 1 capacity.  So yes, they are making an investment, they

 2 are getting a benefit.  There are other benefits that

 3 accrue to those customers as it relates currently with

 4 the federal tax credits available, the renewable energy

 5 credits are available to those customers, so there are

 6 benefits that are being provided to those customers.  The

 7 other point I would make is those customers, as we

 8 discussed before, are also using the grid differently,

 9 very differently from traditional, non-DG customers.  

10 Q Would you agree with the general concept that solar DG

11 customers and solar grandfather net metering customers,

12 that their internal generation is quite well aligned with

13 the Company's air conditioning loads in summer?

14 A I don't think I understand the question, or perhaps

15 explain more, what do you mean are well aligned?

16 Q Well, would it be correct that a substantial amount of

17 the Company's load in the summer months consists of air

18 conditioning load?

19 A That it is an important element during the summer, yes.

20 Q And would it also be correct that solar facilities would

21 generally produce substantial generation during summer

22 months?

23 A They produce generation during the summer months, yes, as

24 the other months.  Obviously we've provided the data that

25 we discussed in the prior cross on what that generation
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 1 is.  The point is is how coincident it is with the

 2 Company's system peak or with the MISO system peak to

 3 determine any value.  But there is load profile for these

 4 customers, and that information provided was for the

 5 existing.  New customers might or might not experience

 6 different load profiles as how they generate electricity

 7 under a new tariff.

 8 Q Now, with respect to your payments to MISO, are they

 9 based on a daily or an hourly basis?

10 A They're based on peak demand.  

11 Q And peak demand for what time intervals?

12 A Those are -- I don't recall the specific on the timing

13 intervals at this stage.

14 Q Would it be hourly intervals?

15 A Yeah, there would be hourly peaks.

16 Q And in the peak summertime loads, some of the cost of

17 generation on an hourly basis might be significantly

18 higher than an average monthly LMP price?

19 A Yes, and that's the reason why the Company under the

20 proposal, if a customer with DG signs for the dynamic

21 peak pricing that has windows between 3:00 and 7:00 every

22 weekday and then some specific critical peak hours during

23 the summer, for those customers, new DG customers that

24 also sign under the dynamic peak pricing rate, they would

25 also be able to get a capacity credit that corresponds to
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 1 the fact that if they generate during those hours or

 2 during its peak, they will get a capacity credit and they

 3 will get the likely potentially higher LMP during those

 4 hours.  But by signing to the dynamic peak pricing rate,

 5 the Company will have some certainty that those customers

 6 will produce during those hours because the rates for

 7 inflow will be higher at those times.

 8 Q Well, why do you have to have a separate proposal for

 9 dynamic pricing, and why can't you treat all solar

10 customers under a grandfather net metering where the DG

11 model are the same, and particularly since with numerous

12 customers in various parts of your service territory,

13 there is sort of a portfolio effect as to what the

14 overall contribution would be even if one particular

15 individual or one customer is, you know, goes offline for

16 some reason?

17 A A couple of elements there to your question.  The first

18 one, net energy metering customers are grandfathered, no

19 change or input would be to -- with the new proposal

20 would be impact -- the new proposal wouldn't impact for

21 ten years from the time they installed.  Second, under

22 the Company's proposal for new distributed generation

23 customers, for the power consumed onsite, which is I

24 believe the key goal of the distributed generation

25 program, those customers will continue to receive that
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 1 capacity benefit, that doesn't change, and that's part of

 2 the construct of the program.

 3 For the capacity credit, I think we have

 4 talked about in the prior cross about the fact that the

 5 Company can not be certain that those customers will have

 6 that load available at the time of the peak, there is no

 7 sense of where exactly the systems are going to show, how

 8 much, when, so that's why for that additional element,

 9 for that additional capacity credit, the Company feels

10 that it is appropriate to propose to ask those customers

11 consider signing to this dynamic peak pricing.  But I

12 will go back for the key benefit of power consumed on

13 site, the capacity value, the capacity correct to the

14 customer is still able to avoid and get that benefit.

15 Q Now, as far as the capacity provided by net metering

16 customers or DG customers, would the total capacity

17 represented by those customers count toward your capacity

18 requirements for purposes of MISO?

19 A No.  The way we count distributed generation uses are

20 reduction in load.  We don't have the data on these

21 customers to be able to account it in our capacity

22 decision, but we, to the extent that there is an impact

23 from DTE at the time of the peak, it is accounted as a

24 reduction in load.

25 Q And a reduction in load is related to MISO requirements,
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 1 is it not?

 2 A A reduction in load for DTE has to be coincident with the

 3 MISO peak in order for it to be, to have value at the

 4 MISO level.

 5 Q To some extent, there would be some alignment with the

 6 coincident peak, would there not, such that a reduction

 7 in load caused by net metering or DG customers would

 8 benefit DTE with respect to its MISO requirements?

 9 A The Company believes it's no different from other

10 reduction in load from other group of customers.  Like,

11 for example, we have our programmable thermostat,

12 controllable thermostat program where there might be that

13 coincident, those customers don't get a credit, we don't

14 believe that the distributed generation customers on an

15 aggregate should get the credit.  That's what we proposed

16 for those customers that wish to get that additional

17 credit independent of the one they receive for power

18 consumed on site, that if they sign up for the dynamic

19 peak pricing like our PCP customers, they will have an

20 opportunity to get an additional credit.

21 Q I'm not talking about the credit, I'm talking about for

22 DTE's overall system, to the degree that they can reduce

23 load due to net metering or DG customers, then that helps

24 to meet their MISO requirements, does it not?

25 A Everything else equal, a reduction in load helps the
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 1 Company meet its capacity requirements, that is true.

 2 Q Now, with respect to the RPS requirements under Act 341

 3 and Act 342 and the goals of the RPS requirement going

 4 out in future years, would it be correct that to the

 5 degree that net metering and DG customers provide

 6 capacity or energy, or avoids the need for capacity or

 7 energy by DTE, that that is counted toward meeting your

 8 RPS requirements?

 9 A I don't believe -- I don't believe that the distributed

10 generation program counts to the Company's meeting the

11 RPS requirement.  As I indicated, there were no -- energy

12 certificates associated with this program are with the

13 customer, not with the Company.  And then when the

14 Company is looking on what's the best way and the most

15 cost-effective way to meet the Renewable Portfolio

16 Standard, the Company will look at the cost-effectiveness

17 of different resources, and at that time, utility-scale

18 solar, utility-scale wind are, in the Company's view,

19 most cost-effective resources.

20 Q So are you saying that none of the capacity or energy

21 avoided by net metering and DG customers can be used by

22 DTE as part of its meeting the RPS requirements?

23 A Yes, I don't believe that that's the case.

24 Q Even if those DG and net metering resources are cost-

25 effective?
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 1 A It would be somewhat independent of that again.  The

 2 renewal energy certificate that is created by that

 3 facility and by that action, it is a value, and that

 4 value resides with the customer.

 5 JUDGE WALLACE:  O.K.  I think we're going

 6 to take ten minutes now.  And Mr. Keskey, if you can kind

 7 of --

 8 MR. KESKEY:  I only have a couple

 9 questions, two or three questions probably.

10 JUDGE WALLACE:  O.K.  Let's get through

11 those quickly.

12 MR. KESKEY:  Right now?

13 JUDGE WALLACE:  Yeah, right now.

14 Q (By Mr. Keskey):  Well, I understand that with respect to

15 PURPA projects, that the renewable energy credits, at

16 least under recent Commission decisions, reside with the

17 PURPA projects.  Are you saying that the individual net

18 metering and DG customers will receive some kind of an

19 RC -- REC benefit of some sort?

20 A Those benefits have always been there and are part of the

21 economics of distributed generation customers.  The

22 renewable energy certificates are owned by the customers

23 installing the distributed energy facility, not by the

24 Company.

25 Q And can the customer sell those REC certificates to the
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 1 Company?

 2 A The Company doesn't have any proposal to buy those at

 3 this stage, nor has contemplated a proposal to buy those.

 4 Those certificates are available to the customer, and

 5 those would be part of the negotiation or part of the

 6 package that they have with their installer or their

 7 solar renewable company.

 8 Q But if the Company were to purchase REC certificates from

 9 DG or net metering customers, then they could use that to

10 meet their RPS requirement?

11 A If at some point in the future the Company consider a

12 proposal to buy those RECs, yes, then that would be the

13 case.  But at this stage, the Company doesn't have any

14 proposal or has contemplated any proposal in that regard.

15 MR. KESKEY:  I have no other questions,

16 your Honor.

17 JUDGE WALLACE:  Thank you, Mr. Keskey.

18 Let's take ten minutes.  And then, Mr. Christinidis, if

19 you have any -- that's all the cross we have for

20 Mr. Serna, correct?  So take ten minutes and we'll come

21 back and see if we have any redirect, and then we will

22 move on to Mr. Mueller.

23 (At 3:34 p.m., there was a ten-minute recess.)

24 JUDGE WALLACE:  Mr. Christinidis, do you

25 have any redirect?
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 1 MR. CHRISTINIDIS:  I do not, your Honor.

 2 Thank you.

 3 JUDGE WALLACE:  Thank you very much, Mr.

 4 Serna.  You are excused.

 5 THE WITNESS:  Thank you.

 6 (The witness was excused.)

 7 JUDGE WALLACE:  Off the record.

 8 (Brief discussion was held off the record.)

 9 JUDGE WALLACE:  Let's go back on the

10 record, and let's see.  Let's take care of those now.

11 -   -   - 

12 (Documents were marked for identification by the

13 Court Reporter as Exhibits SOU-46 through SOU-84.)

14 MS. OSUALA:  Your Honor, Souladarity

15 would like to offer Exhibits 46, Souladarity 46 through

16 84, which have been stipulated into evidence by DTE.

17 MR. CHRISTINIDIS:  Correct.

18 MS. OSUALA:  We'd like to offer those

19 into evidence.

20 JUDGE WALLACE:  Is there any objection to

21 the admission of Exhibits SOU-46 through SOU-84?  

22 Hearing none, these exhibits are admitted

23 into the record.

24 MS. OSUALA:  Thank you, your Honor.

25 -   -   - 
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 1 R I C H A R D    J.    M U E L L E R 

 2      was called as a witness on behalf of DTE Electric and, 

 3 having been duly sworn to testify the truth, was examined 

 4 and testified as follows: 

 5 (Document was marked for identification by the Court

 6 Reporter as Exhibit A-43.)

 7 -   -   - 

 8 JUDGE WALLACE:  Are we going in the same

 9 order as the previous witness?  MEC, ELPC.  No, you go

10 first, second, third.  O.K.

11 DIRECT EXAMINATION 

12 BY MS. DONOFRIO: 

13 Q Mr. Mueller, could you please state your name and

14 business address for the record?

15 A Richard James Mueller, One Energy Plaza, Detroit,

16 Michigan  48226.

17 Q Did you file with the Commission a document entitled the

18 Qualifications and Rebuttal Testimony of Richard J.

19 Mueller, consisting of a cover sheet and 25 pages of

20 questions and answers?

21 A I did.

22 Q Do you have any changes you wish to make to your rebuttal

23 testimony?

24 A I do not.

25 Q Is that then the rebuttal testimony that you're adopting

    Metro Court Reporters, Inc.   248.360.8865



3791

 1 today?

 2 A Yes, it is.

 3 Q Are you sponsoring any exhibits associated with your

 4 rebuttal testimony in this case?

 5 A Yes, I am.

 6 Q For purposes of identification is this two rebuttal

 7 exhibits designated as Exhibit A-43 Schedule GG-1,

 8 consisting of one page, and Exhibit A-44 Schedule GG-2,

 9 consisting of eleven pages?

10 A Yes.

11 Q Were these exhibits prepared by you or at your direction?

12 A Yes, they were.

13 Q Do you have any changes to make to either of these two

14 rebuttal exhibits?

15 A No, I do not.

16 MS. DONOFRIO:  DTE Electric moves to bind

17 into the record the Qualifications and Rebuttal Testimony

18 of Richard J. Mueller, and for the admission at the end

19 of cross-examination of direct Exhibit A-43 Schedules

20 GG-1 and GG-2, and tenders Mr. Mueller for

21 cross-examination.

22 JUDGE WALLACE:  Is there any objection to

23 binding in the rebuttal testimony of Mr. Mueller?

24 Hearing none, the rebuttal testimony is bound into the

25 record.
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DTE ELECTRIC COMPANY 
QUALIFICATIONS OF RICHARD J. MUELLER 

Line  
No. 

RJM Rebuttal -1 

 

Q. Please state your full name, title, business address and by whom you are employed? 1 

A. My name is Richard J. Mueller.  I am the Manager of Engineering Standards and 2 

Technology.  My business address is One Energy Plaza, Detroit, Michigan, 48226.  I 3 

am employed by DTE Electric Company (DTE Electric or Company), a subsidiary of 4 

DTE Energy. 5 

 6 

Q. On whose behalf are you testifying? 7 

A. I am testifying on behalf of DTE Electric. 8 

 9 

Q. What is your educational background? 10 

A. I graduated from The University of Michigan in 2004 with a Bachelor of Engineering 11 

Degree in Electrical Engineering and a Bachelor of Engineering in Computer 12 

Engineering. 13 

 14 

Q. Please describe your work experience? 15 

A. I began my career with DTE Electric in IT services as a student coop/contractor from 16 

2000 until 2004. I then formally entered the Company as an employee in 2005 in the 17 

System Optimization organization with responsibilities for management and analysis of 18 

the capital budget, resource planning and project approval. Additional responsibilities 19 

included analysis of outage and reliability and benchmarking. In 2008 I moved to the 20 

Electric Planning organization in the Northwest region and performed distribution 21 

planning and power quality functions. In 2010, I was placed on the team that was 22 

responsible for the American Recovery and Reinvestment Act (ARRA) Smart Grid 23 

investment grant to design the distribution system upgrades. Additionally, I was 24 

primarily responsible for data analytics and architecture of the project as well as 25 

3793



R. J. MUELLER 
  U-20162 
Line  
No. 

RJM Rebuttal - 2 

supporting the Distribution Management System (DMS) portion of the project. At the 1 

completion of the project, in 2012, I moved to the Operational and Reliability Strategies 2 

group and performed functions relating to resource planning and storm response. In 3 

2013, I became the supervisor for the Power Systems Technologies group and executed 4 

DOE grants for interconnections, electric vehicles and battery storage. I also had 5 

responsibility for the Company’s net metering program. In 2016, I transitioned to the 6 

role of Manager Power System Technology. In 2017, I also gained responsibility for the 7 

Standards organization.  8 

 9 

Q. What is your current position and what are your current responsibilities? 10 

A. Currently, I am the Manager of Engineering Standards and Technology at DTE Electric.  11 

In this role, I am responsible for Engineering Standards, New Technology adoption, and 12 

Interconnections. 13 

 14 

Q. Did you file direct testimony in this proceeding on behalf of DTE Electric Company 15 

(DTE Electric or Company)? 16 

A. No, I did not.    17 

 18 
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Q. What is the purpose of your rebuttal testimony? 1 

A. I will address direct testimony from multiple parties on DTE Electric’s proposed 2 

distributed generation (DG) tariff. Collectively, my rebuttal testimony will address 3 

direct testimony from the following parties: 4 

 Michigan Public Service Commission Staff (Staff) Witness Ms. Baldwin; 5 

 Michigan Energy Innovation Business Council and Institute for Energy Innovation 6 

(collectively “MiEIBC”) Witness Ms. Sherman; 7 

 Great Lakes Renewable Energy Association (“GLREA”) Witnesses Mr. Rafson and 8 

Mr. Crandall; 9 

 Environmental Law and Policy Center, the Ecology Center, the Solar Industries 10 

Association and Vote Solar (collectively “ELPC”) Witnesses Mr. Lucas and Mr. 11 

Kenworthy. 12 

 13 

The absence of a discussion of other matters in my testimony should not be taken as an 14 

indication that I agree with all other aspects of intervenor testimony.   15 

 16 

Q. Are you sponsoring any rebuttal exhibits? 17 

A. Yes, I am sponsoring the following rebuttal exhibits. 18 

 Exhibit Schedule Description 19 

 A-43 GG-1 Analysis of average net metering inflow and outflow  20 

 A-43 GG-2 Company’s Response to ELPC Discovery Requests  21 

    ELPCDE-2 and ELPCDE-5 (Excerpt) 22 

 23 

Q. Were these exhibits prepared by you or under your supervision? 24 

A. Yes, they were. 25 
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Responses to MPSC Staff Witness Baldwin 1 

Q. MPSC Staff Witness Baldwin states on pages 6-7 of her testimony that “Staff 2 

recommends adding information about any interconnection costs paid by Category 3 

1 DG program customers to the Company’s annual reporting.  Exhibit S-11.0 4 

reflects this new reporting information.”  What does the Staff propose in Exhibit 5 

S-11.0? 6 

A. Staff’s proposed language states “The report will include interconnection costs paid 7 

by each customer and the interconnection equipment provided by the Company during 8 

the reporting year.” 9 

 10 

Q. Do you have any concerns regarding Staff’s proposed changes to the tariff 11 

regarding reporting? 12 

A. Yes, I have two primary concerns: 13 

 1) The scope of the proposed reporting change is unclear. 14 

2) The reporting will produce results that will not achieve the intended purpose. 15 

 16 

Q. How is the scope of the proposed reporting change unclear? 17 

A. On page 7 of Staff Witness Baldwin’s testimony she states the scope for reporting 18 

customer information is limited to “Category 1 DG program customers” but in Exhibit 19 

S-11.0 she states that her proposed requirement would apply to “each customer.”  This 20 

inconsistency makes the scope of the language unclear as to what level of customer 21 

interconnection is implied. Does the reporting apply to Category 1 specifically or other 22 

categories under the DG tariff that are included as well?  Additionally, it is not stated 23 

if line extension costs or other method of service costs should be included in the 24 
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reporting. If line extension and method of service costs are included, it is also unclear 1 

how they would be interpreted or allocated.  2 

 3 

Q. Why will the reporting not achieve its intended purpose?  4 

A. Staff concludes that the cost and equipment information would help other developers 5 

understand potential costs. However, the information has an unclear benefit as a 6 

pricing signal because interconnection costs will be highly dependent on the type of 7 

generation, size of the generator, the distance from existing DTE Electric facilities, 8 

and the location of the generator and its proximity to other generators on the system. 9 

The reporting is likely to be highly confusing because it would come without context. 10 

Specifics of the arrangement of a system for the same size may be very different. For 11 

example, a 20kW PV system on a primary connected multi-tenant, multi-use facility 12 

in a downtown area will have a very different set of cost considerations compared to 13 

a 20kW rooftop solar installation at a single residence in a rural area. Also, left out of 14 

the report would be the estimated interconnection costs of systems that did not move 15 

forward due to an inappropriate fit between the generation system and the circuit 16 

location, including situations where the customer chose a different generation solution 17 

to reduce or eliminate the grid upgrade. The pricing signal proposed by the Staff would 18 

be biased towards projects that were installed, giving an inaccurate picture of the 19 

actual costs that may be incurred at any given location.  20 

 21 

Q.  Do other DTE Electric tariffs require DTE Electric to provide individual customer 22 

information like what Ms. Baldwin proposes?  23 

A. No, the only other tariff in the DTE Electric rate book that has a reporting requirement 24 

is the existing net metering tariff which states:  25 
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By applying for service under this rider the Customer agrees to provide to the 1 
Company and allow the Company to provide to the Commission Staff the 2 
information about their onsite power producing facilities required for the 3 
Company to comply with its reporting requirements and verify continued 4 
eligibility for service under this rider. The Company will not release the name, 5 
address or other identifying information without prior written permission of 6 
the Customer.  7 

 8 

 This tariff provision is specifically limited to the customer approving Company release 9 

of information to the Commission Staff for statistical reporting purposes and ensuring 10 

continued tariff eligibility.  Staff’s newly proposed reporting of cost and equipment at a 11 

customer specific level is unprecedented.  The Company does not support a requirement 12 

for public reporting of such Company data and costs under the unproven and unjustified 13 

premise that it may provide benefits to others.  Additionally, tracking the information at 14 

the required granularity also raises the general costs to administer the DG program 15 

which is passed along to all DTE Electric customers. 16 

 17 

Q.  What is your recommendation regarding Ms. Baldwin’s suggested edits to the 18 

tariff regarding interconnection costs? 19 

A. My recommendation is to remove the reporting language from the tariff as it would 20 

increase program costs and effort while not achieving the purpose proposed by Staff of 21 

providing a clear pricing signal.  22 

 23 

Responses to MiEIBC Witness Sherman 24 

Q. MiEIBC Witness Sherman states on Page 13 of her testimony in reference the 25 

Company’s DG Tariff, that “it is unreasonable to require that such an application 26 

is “complete” as determined by the Company. For example, it would be possible 27 

for DTE Electric to slightly change the requirements for its interconnection 28 
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applications, thereby rendering incoming applications “incomplete.”  What is your 1 

response to this? 2 

A. Witness Sherman speculates that DTE Electric would engage in purposefully 3 

obstructive behavior without providing any evidence or rationale. Applications are 4 

evaluated on the technical basis of the merits of the project and the requirements for 5 

both interconnecting to DTE Electric’s system and qualification into the program. Any 6 

new requirements based upon DTE Electric’s own rules would only apply going 7 

forward, and not to applications that had already been deemed complete.  If lawful 8 

changes to interconnection requirements are promulgated, DTE Electric would 9 

incorporate those changes. Furthermore, any specific details in the transition to new 10 

interconnection rules will be determined during the stakeholder process established by 11 

the MPSC in Case No. U-20344.  12 

 13 

Responses to GLREA Witness Crandall 14 

Q. GLREA Witness Crandall suggests the following tariff language: “If a customer 15 

does not act or correspond on an application for over 9 months, when some action 16 

is required by the customer, the application may be voided by the Company.”  17 

What is your response to this? 18 

A. The 6-month period Mr. Crandall opposes is consistent with the tariff guidance from the 19 

Commission and Staff; to extend this time-period is unnecessary.  Witness Crandall’s 20 

assertion that “projects can be administratively burdensome and time consuming” may 21 

be true in the preparation of the application, as at the point of application, the one line 22 

diagram, the site plan and critical components of the system must be determined. 23 

However, Once the application has been submitted and is complete, there is little left 24 

for customers to do.  And once the application has been approved, it is the responsibility 25 
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of the developer or customer to make material progress on installing the system.  There 1 

should be few, if any, modifications to the system after the application is approved if it 2 

does not deviate from application documents.  Modification of the core components of 3 

the system after approval of an application might be necessary if insufficient effort was 4 

put into the planning of the project.  In my experience, failure to move forward after 5 

approval of an application shows that the project was speculative in nature or that there 6 

were insufficient resources or funding to follow through on the application. Most 7 

systems are designed and installed by experienced contractors and are relatively 8 

standardized. DTE Electric does not anticipate any issue with them being able to make 9 

material progress within the 6-month period.  The 6-month period provides sufficient 10 

time from application to return proof of substantial progress such as construction, 11 

permitting, or resolving any application issues.  Additionally, any specific concerns 12 

regarding how to handle exceptional circumstances can be addressed in the newly 13 

created stakeholder process under MPSC Case No. U-20344 dealing with the transition 14 

from net metering to DG tariff.  DTE Electric plans to participate fully in that 15 

stakeholder process. 16 

 17 

Responses to GLREA Witness Rafson 18 

Q. GLREA Witness Rafson states on page 13 of his testimony that “we are worried 19 

that the company will shift maintenance of the distribution equipment and aging 20 

infrastructure to the customers who choose to invest in solar systems.” What is 21 

your response to this? 22 

A. Mr. Rafson’s concerns regarding the shift of distribution system maintenance are 23 

unfounded; however, this does not mean that distribution system upgrades will not be 24 

required to interconnect solar generation. PA 342 reaffirms that the costs of 25 
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interconnections shall be borne by the interconnecting customer (2016 PA 342 Section 1 

175(1)).  As the electrical grid was not initially designed to support bi-directional power 2 

or to enable the functions of Distributed Generation, there is infrastructure that will need 3 

to be replaced and upgraded to reliably and safely connect new assets.  Within the scope 4 

of the required interconnection upgrades, there will be cases where the infrastructure is 5 

required to be upgraded to current standard to ensure safe and reliable operation. These 6 

upgrades are to support the interconnection of the DG asset to the grid and prevent 7 

power quality, voltage, loading and protection violations from occurring.  8 

 9 

Q. GLREA Witness Rafson also states on page 14 of his testimony that “Renewable 10 

Energy Resources are being developed throughout the world and the benefits create 11 

a more resilient, dependable grid with higher quality power, and with dispatchable 12 

power that is offered by storage combined with solar with smart inverters.” What is 13 

your response to this? 14 

A. Unlike the current state portrayed by Witness Rafson, smart inverters are not currently 15 

mature technologies.  Similarly, storage or battery technology associated with 16 

renewable resources is in its infancy. 17 

 18 

Smart inverters were developed primarily in response to issues created by fixed-setting 19 

inverters producing grid issues in high penetration areas, including but not limited to 20 

high voltage, problematic interactions between nearby inverters and protection and 21 

control equipment, improper momentary ride through of power disturbances, or the 22 

inverters tripping offline. Put another way, fixed inverters operated with a fixed power 23 

output and in a fixed range of voltages. Smart inverters are designed to adjust their 24 

output based on the conditions at the point of interconnection or through control signals 25 

3801



R. J. MUELLER 
  U-20162 
Line  
No. 

RJM Rebuttal - 10 

provided by the grid. It is yet to be seen how well these inverters will alleviate problems 1 

associated with fixed inverters, and whether other potential system benefits will be 2 

realized.  IEEE 1547-2018 was developed and implemented as a revision to the original 3 

interconnection technical standard (IEEE 1547) to create new standards around 4 

advanced inverter functions in response to these issues.   5 

 6 

While some smart inverters are on the market and specific functions are required for 7 

implementation in states such as New York and California, not all of the advanced 8 

functions are currently certified and testable and many of the advanced functions require 9 

secure and robust communications to the utility to work and provide value to the grid. 10 

UL1741-SA was created as a bridge testing standard to allow California and New York 11 

to implement their DG programs in 2016-2017, specifically the non-communications 12 

portions of Rule 21 phase 2. Compliance to IEEE 1547-2018, the development of IEEE 13 

1547-2018.1 testing requirements and harmonization of the testing standards 14 

(IEEE1547-2018 and UL1741) is still on going and many of the “advanced” functions 15 

are unproven in grid usage as the standards are being finalized.  16 

 17 

While manufacturers are building equipment with these standards in mind, because of 18 

the limited feature support required by most states for smart inverters it will be years 19 

before all of the functions are required and widely available. It will also be decades 20 

before existing non-smart inverters are phased out of the market due to replacement 21 

(inverters are one of the major costs of a system) and those inverters will not have the 22 

capabilities of smart inverters and must be planned for by electric utilities.  23 

 24 

Energy storage (primarily batteries in today’s market) is also a very nascent technology 25 
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with very limited deployment in DTE Electric’s territory.  Although costs have 1 

decreased over the past 5 years, the cost effectiveness of energy storage is still highly 2 

dependent on the particular use case.  Witness Bruzzano provides additional 3 

perspectives on the Company’s analysis regarding energy storage in his direct 4 

testimony.   5 

 6 

Because these emergent technologies are largely untried and untested, any discussion 7 

about the potential benefits of energy storage combined with solar with smart inverters 8 

is premature at this point in time.  9 

 10 

Responses to ELPC Witness Kenworthy and Witness Lucas 11 

Q. Do you disagree with any assertions ELPC Witness Kenworthy and Witness Lucas 12 

makes about DG generation and its impact on the distribution system?  13 

A. Yes.  I disagree with the following assertions, and my testimony will address each, in 14 

turn, below:  15 

1) DG customers do not use the grid more than other customers. 16 

2) DG customers use most of the production on site to serve their needs.  17 

3) DG customers’ solar operates at times of peak load on the system.  18 

4) There is very low DG penetration in DTE Electric’s service territory, therefore 19 

system upgrade costs and impacts are insignificant below 5% DG system 20 

penetration. 21 

5) DG customers off load the grid and can this be used to satisfy load growth and 22 

reduce grid investment 23 

6) DTE did not provide specific examples of issues, studies and impacts of DG in 24 

discovery and therefore DTE’s concerns about grid impacts and costs are 25 
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unfounded and exaggerated. 1 

7) There are no significant grid impacts from the integration of DG into the 2 

distribution system. 3 

 4 

Q.  Does an average DG customer use the grid more than a non-DG customer? 5 

A. Yes, based on analysis1 of the average customer who has solar PV generation sized to 6 

be “Net Zero” the result is an increased transit of 23% more kWh on the grid compared 7 

to a non-DG customer for the year.  The reason behind this increased usage is that the 8 

average residential customer would need a 6.7 KW solar system to produce sufficient 9 

kWh to offset their consumption for the year and the grid will be used to provide inflow 10 

and outflow nearly every hour of the year to balance out the total kWh.  11 

The summary of the analysis is in the table below (all figures are for one year). 12 

Self-Consumption 3,251 kWh 

Inflow 5,185 kWh 

Outflow 5,185 kWh 

Total Network use without DG (Self-Consumption + Inflow) 8,436 kWh 

Total Network use with “Net-zero) DG (bi-directional) 10,369 kWh 

Increase Network Use 1,934 kWh (23%) 

 13 

This analysis shows that Net metering customers utilize the Company’s distribution 14 

system to a significantly greater degree than non-distributed generation customers. 15 

 16 

                                            
1 Exhibit A-43 Schedule GG-1 Analysis of average net metering inflow and outflow contains the analysis 
showing these calculations. This is based on currently available data, including the average DTE Residential 
customer load data from 3-27-2016 to 3-26-2017, and the average sized Category 1 solar installation of 
roughly 6.7 KW using PV watts for Detroit with default settings. Analysis will need to be performed under the 
new tariff to see if customer behavior and PV installation patterns change. 
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It is also important to note that in addition to the increased usage presented above (on a 1 

kWh) basis, Witness Serna also described how DG customers have a peak demand that 2 

is 50% greater than non-DG customers and that there are a range of many other services 3 

provided and that Mr. Witness Serna provided from EPRI analysis.  In summary, this 4 

analysis shows that DG users sized to be “Net Zero” have higher total utilization of the 5 

grid refuting the arguments presented by Witnesses Kenworthy and Lucas.  6 

 7 

Q.  Does a DG customer consume most of their own production to serve their own 8 

needs? 9 

A. No, not in the hour that it is produced. As stated above, the average customer would 10 

have yearly inflow and outflow that is greater than their self-consumption and only 11 

38.5% of the kWh are consumed in the hour produced based on the ratio of Inflow to 12 

total kWh in the above analysis. This means that 61.5% of the energy produced is sent 13 

to the grid to be imported later through the billing mechanism. Due to the latitude, 14 

climate (mainly cloud and snow cover), total number of daylight hours and maximum 15 

solar insolation in Michigan, the analysis also shows the number of export hours (2,851) 16 

is significantly smaller than the number of import hours (5,909) for the average system. 17 

The shorter time to export the same amount of kWh means that the export of power 18 

places more usage on the local grid. If the customer continues with their prior usage 19 

behavior and does not shift their load to the time their system generates they are using 20 

the grid on a transactional basis over the year to offset daily and seasonal inflow and 21 

outflow to achieve the “net” calculation.  For example, during the spring, where loads 22 

are very low, but the days are lengthening, the amount of net export can be double the 23 

maximum yearly load.  Witness Kenworthy’s statements on Page 32 of his testimony 24 

that “solar customers do not impose costs on the grid when they export power;” thus are 25 
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not supported. Mr. Kenworthy makes assertions that DG customers have reduced grid 1 

usage, but this ignores large portions of the year when the DG system is exporting excess 2 

power that the customer cannot concurrently use.  3 

 4 

Q.  Does DG customer solar operation coincide with peak load on the system? 5 

A. No, not substantially in DTE Electric’s service territory.  While there are some 6 

components of peak generation and peak load for a net metering customer that do line 7 

up, on a day by day basis, these two values are never coincident and in many cases the 8 

peak load occurs after the end of the solar day. This is obviously dependent on the 9 

specific customer’s usage and if they fully met the net metering criteria, but unless the 10 

customer shifts their usage to the daylight hours to take advantage of their generation, 11 

generation peaks and peak load do not coincide and much of the generated energy is 12 

sent into the grid. 13 

 14 

As shown on the charts below, peak hour for load and peak hour for generation each 15 

day do not line up and there is a minimal overlap between the two.  16 

 17 

 18 
  19 
 20 
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 1 

Furthermore, the figure below shows the generation at peak loads hours is often times 2 

near zero simply due to peak loading occurring at dusk or after dark and is substantially 3 

impacted by variability due to weather. 4 

 5 

This shows that there is minimal reduction of peak load from DG. Peak load concerns 6 

still to be planned for, but there will be additional planning need for solar generation 7 

peaks and the associated ramping between the solar and non-solar hours as seen in 8 

higher penetration states such as California. This will impose additional costs on the 9 

electrical grid which must continue to provide reliable and safe service 24/7. The 10 

reduced solar insolation that Michigan receives will increase the necessary capacity of 11 
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a solar system to be a net energy user and therefore increases the grid impact compared 1 

to locations that have higher insolation and higher capacity factors. In areas of the 2 

country with a higher solar production factor, the required system KW to be a “net” 3 

energy customer is smaller and the coincidence of peaks is likely much higher. In areas 4 

with lower solar production, like Michigan, the system must be larger because there are 5 

fewer hours of the day and less solar radiation available to generate kilowatts. This 6 

results in a larger system that uses the grid more intensively increasing integration costs 7 

and upgrades. 8 

 9 

Q. Witness Kenworthy argues that system costs are negligible below 5% system 10 

penetration. What is your general response? 11 

A. A lower penetration of DG will produce lower overall costs as there are fewer potential 12 

locations for issues to arise, but Witness Kenworthy attempts to claim that impacts and 13 

costs are insubstantial and therefore should be ignored. From an initial observation, the 14 

PV penetration vs. network cost chart provided by Mr. Kenworthy on page 17 of his 15 

testimony report lines up with his assertion. However, upon reading deeper into the 16 

referenced report it becomes obvious that technical aspects of DG are not present in the 17 

referenced report.  There are several issues with not only how the information was 18 

portrayed by witness Kenworthy, but also with the study cost methodology. 19 

 20 

  The MIT Utility of the Future report witness Kenworthy references is not the original 21 

source of the chart on page 17, but in the footnotes of the chart there is a reference to 22 

the MIT Future of Solar Energy report which was excluded from witness Kenworthy’s 23 

testimony. In the following testimony, I will provide some analysis on the study methods 24 

for assessing cost and refute the assertion that low penetration means that there are no 25 
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impacts or cost. 1 

 2 

Q.  What are the issues with the MIT cost model assumptions presented by Witness 3 

Kenworthy and why should the chart not be used as a guideline for network 4 

upgrade costs at low DG penetration? 5 

A. First, in Chapter 7 at page 158, the report explains that the chart was not based upon any 6 

existing system, but was simulating only prototype networks:  7 

“[W]we chose not to study existing systems, opting instead to build via 8 
simulation several prototype networks with different characteristics, designed 9 
to cover a wide range of network types.”   10 

Second, the MIT report also notes, on that same page, that its model:  11 

“lacks any constraints imposed by prior infrastructure investments.” 12 

The cost model does not apply constraints that would exist in the real world and so does 13 

not present an accurate representation under existing circumstances.  Finally, in Chapter 14 

7 at page 163 of the MIT report, the report notes that: 15 

“Other costs related to the connection of distributed generators such as the 16 
need for bi-directional protections, active filters, and enhanced safety 17 
measures for workers were not taken into account.”  18 

 19 

The main problems with the MIT cost study may be summarized as follows: (1) instead 20 

of using actual real world distribution networks, the MIT cost study created a simulated 21 

electrical network algorithmically using street maps, (2) the algorithm rules and design 22 

assumptions were based on a European model that was adapted for US systems analysis, 23 

(3) the models did not use actual system designs and therefore was idealized, and no 24 

reference to a check on the reality of the model was given, (4) generators were size 25 

limited based on peak loading and did not include over sizing for net metering, (5) solar 26 

PV output was limited to 0-40% of the total load, and (6) protection, harmonic filtering 27 

and safety measures were not included in the costs. 28 
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It is very likely that the costs are significantly understated for low penetrations for 1 

multiple reasons. The cost of retrofitting a network was estimated using planning 2 

assumptions that were not provided and potentially not representative of the actual 3 

system design in DTE Electric’s territory. It is also likely that the costs of upgrades are 4 

underestimated due to an ideal network design that is not representative of an actual 5 

distribution system created over decades of competing priorities and does not reflect the 6 

costs necessary to properly protect the reliability and safety of the electrical system. 7 

Additionally, the limited solar system size is not representative of the “net” loading 8 

calculations. Finally, the MIT study does not evaluate DG systems that are, and will be 9 

present on DTE Electric’s system, thereby producing an underestimate. For these 10 

reasons, the Commission should not rely upon the MIT cost-model chart. 11 

 12 

Q.  Are there other reasons the chart used by Witness Kenworthy on page 17 not be 13 

used as a guideline for costs to connect DG at low penetration? 14 

A.  First it is important to point out that the chart title says PV penetration and this is how 15 

Witness Kenworthy is using it to make the assertions about low penetration having low 16 

costs, but the axis is in Energy Share Per Unit, therefore, it is critical to define the MIT 17 

report’s use of the concept of Penetration and Energy Share. Energy Share is defined in 18 

Chapter 7, at page 158:  19 

“Energy share describes total yearly PV generation as a fraction of total 20 
yearly load for the entire network.” Penetration is defined on the same page 21 
as the follows: 22 

Penetration is the maximum ratio of PV generation to demand at any time. It 23 
is important to note that this ratio is defined relative to a certain load. For 24 
example, a 1-MW PV panel can mean 1% power penetration for a small town, 25 
or 20% penetration for the neighborhood where it is connected. Penetration 26 
also has implicit temporal dependency, as the same panel will have a different 27 
power penetration in a commercial area than it would in a residential one. 28 
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The costs in the MIT chart are based on total energy share across an entire year vs. the 1 

generation, not the level of penetration on the local system and therefore do not reflect 2 

the costs associated with supporting a specific level of penetration. Basically, energy 3 

share is implied to be a kWh measurement and penetration is a KW measurement, thus 4 

energy share does not state the intensity of the usage of the grid the way penetration 5 

does. 6 

 7 

Q.  Do you have any further concerns regarding Witness Kenworthy’s assertion that 8 

a low level of penetration of DG across the system results in insignificant cost and 9 

similar assertions made by ELPC Witness Lucas? 10 

A . Neither Witness Lucas or Kenworthy consider that DG installations tend to be clustered. 11 

Both try to make the erroneous assertion that DG penetration is evenly distributed and 12 

therefore statistically insignificant to support their arguments. Penetration is uneven due 13 

to demographics, focused sales and increasingly, new sustainable housing 14 

developments. Local penetration may be much higher than total penetration on any one 15 

part of the distribution system. Proximity of local clusters to larger DG resources can 16 

worsen circuit or substation level issues. 17 

 18 

 The assertion that a low level of penetration of DG across the system results in 19 

insignificant cost is inaccurate. Impacts and costs of DG penetration can be very 20 

localized.  To put this in perspective, the average net metering customer in DTE 21 

Electric’s electric service territory has a 6.7 KW system, but only has a nominal load of 22 

1 KW. This customer would be a net energy user, but on a system basis only contributing 23 

a fraction of a percent to the feeder level generation. If a few neighbors also install net 24 

metering systems on the same transformer, then the local penetration would go up 25 
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substantially, potentially overloading the transformer and raising the local voltage, but 1 

the feeder level generation percentage would still be very small. Similarly, if two 2 

customers were on a transformer, and one customer is a net user with a 6.7 KW system 3 

and the second is a net energy user with a 20KW system, the standard 25KW transformer 4 

that would have had no problem with the customer loading before the PV system 5 

installations, will be overloaded and require an upgrade even though in total the two 6 

customers are still only a small fraction of the feeder level energy share and are net 7 

energy users. In both cases the customers would not be consuming 100% of their 8 

generation when they produce it and would be exporting onto the distribution system. 9 

 10 

In fact, on a feeder with a minimum loading of one MW, 5% is only 50 KW or 7-8 11 

average net metering customers or three larger net metering customers. Given that solar 12 

installation tends to be clustered it is very likely that local penetration on the transformer 13 

or lateral will exceed 100% and require upgrades at many levels of the system.  14 

 15 

The assertion that there is a small average penetration across the system does not have 16 

any relationship to localized penetration effects at the transformer, lateral or feeder level. 17 

Penetration is not evenly distributed and there are potential for the existence of net 18 

exporting neighborhoods for most days of the year which will require substantial 19 

investigations into power quality, voltage and protection solutions. Average penetration 20 

rates cannot be used as support for saying there are no impacts or that impacts are many 21 

years in the future. This is also supported on page 163 of the MIT study Chapter 7 Page 22 

163 “These results are consistent with the fact that, as PV energy share increases, more 23 

neighborhoods become net generators at certain hours, so that feeders need to be ready 24 
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to cope with power flows in the maximum generation scenario as well as in the maximum 1 

load scenario.”  2 

 3 

Q.  Do DG customers off load the grid and can this be used to satisfy load growth and 4 

reduce grid investment as stated by Witness Kenworthy on page 32 of his 5 

testimony? 6 

A. While DG customers may offset some of their own load as shown above, they don’t do 7 

it at peak times. The distribution system is planned based on equipment operating limits 8 

and specific local characteristics of the topology and load. A portion of the load is 9 

considered diversified, but other loads are specifically planned for when they are a 10 

dominant feature of the customer demand.  If an overload or other power quality 11 

condition exists locally, it must be solved locally and the grid must be able to serve the 12 

demand without damage to equipment. Generation on another area of the system does 13 

not resolve a localized problem and cannot address a local limiting element. Similarly, 14 

if a local overload is present, the local infrastructure must be upgraded to guarantee that 15 

the overload is eliminated to prevent damage to the equipment, and avoid power quality 16 

and voltage problems.  17 

 18 

If a DG is to be used to offset that investment it must be schedulable and dispatchable, 19 

or in other words available when needed, and be able to be relied upon to perform its 20 

function. It must be placed where it is needed on the system rather than at a developer 21 

or customer driven location. Distributed Generation does not meet either of these 22 

criteria, it is entirely dependent on the season, time of day and weather and cannot 23 

produce power outside of solar hours. Since Witness Kenworthy did not discuss how 24 

“exports can contribute meaningfully to distribution system upgrades” or how they 25 
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would be integrated, he shows a lack of understanding of how to plan and operate a 1 

distribution system. In fact, as stated as a key finding in the MIT solar report referenced 2 

by Witness Kenworthy on Chapter 7 page 164:  3 

“The dominant impact of a significant PV energy share on a distribution 4 
network is to require new investments to maintain quality of service. Total 5 
distribution costs (which include distribution investment and operation costs, 6 
plus losses) increase with PV energy share.” 7 

Also, on Chapter 7 Page 153 8 

“Intermittent distributed generation (DG) affects power flow patterns in the 9 
grid, causing various well-documented (and predominantly local) problems 10 
that may require significant network upgrades and modifications.” 11 

 12 

Q. ELPC Witness Kenworthy and Witness Lucas both state throughout their 13 

testimony that DTE did not provide specific examples of issues, studies and impacts 14 

of DG in Discovery and therefore DTE’s concerns about grid impacts are 15 

unfounded or exaggerated. What is your response to this? 16 

A. DTE stands by the technical aspects of its responses that DG can produce issues 17 

depending upon its location in the grid, its site and configuration relating to other 18 

existing DG sites, and refutes the assertions that the issues are irrelevant because they 19 

are not tracked at a detailed level, or that no detailed or comprehensive studies have 20 

been done or could be provided at this time.  21 

 22 

As stated earlier, this level of penetration is not required to produce localized impacts 23 

and costs. Furthermore, Witness Kenworthy says he doesn’t agree with the technical 24 

concerns, but instead defers them to the interconnection process, showing that this 25 

portion of distribution system design is troublesome to his arguments that there are no 26 

additional costs from DG customers.  As discussed above.  just because average 27 

penetration is low in DTE’s territory and negative interactions are currently rare, it is 28 
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not accurate to state that these impacts will not happen, do not have impacts, or are 1 

impossible. Similarly, a lack of a comprehensive study does not indicate that DG 2 

systems do not produce any issues, instead they have been handled on a case by case 3 

basis. At the point that an area of high penetration occurs, either due to a new 4 

development or some other outside factor, more rigorous methods and analysis will be 5 

needed to address those situations. As penetration levels increase or if larger DG systems 6 

become more commonplace, these issues are well documented in the industry and will 7 

need to be addressed. 8 

 9 

Q.  What grid impacts do Witnesses Kenworthy and Lucas refuse to acknowledge?  10 

A. Witnesses Kenworthy and Lucas were provided responses in discovery questions 11 

ELPCDE 2.50c, 2.50h, 2.50i, 2.51a, 2.51b, 2.72a, 2.72b, 5.98a, 5.103b and 5.107a and 12 

they are all attached as Exhibit A-43, Schedule GG-2.  These responses were dismissed 13 

which clearly highlight the range of grid impacts that DG imposes on the distribution 14 

system.  These include, but are not limited to: 15 

 local costs for upgraded services, secondary and transformers 16 

 protection related costs for changes to fuses, relays and reclosers and their settings 17 

 voltage support related costs from settings changes to regulators or capacitors or 18 

potential installation of new devices. 19 

 Additional operating costs from switching and safely working around distributed 20 

generation including during restoration. 21 

 22 

Referencing the MIT Future of Solar study again, the following provides a summary of 23 

the same issues in Chapter 7, Page 157 and supports that these are not just issues that 24 

DTE has arbitrarily identified, but have been identified by others (emphasis added): 25 
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“As we have seen, distributed generators can impose a second extreme scenario, 1 

maximum generation, on a network that is prepared to meet only maximum load. In 2 

addition, the intermittency of solar generators can affect the operation of automatic 3 

devices. The most frequent problems related to a substantial presence of PV generators 4 

in distribution networks are described below: 5 

Transformers and lines are designed to maintain voltage at the consumption points 6 

within a specific range, considering that the load can be anywhere between zero and a 7 

maximum value. For feeders connecting customers that have enough PV capacity to 8 

become net generators, the voltage at certain hours can exceed the maximum allowed 9 

level. When that occurs, the distribution company has to apply measures to decrease 10 

line impedance (e.g., use a bigger conductor) or install voltage regulators to bring 11 

voltage back within an acceptable range. Since PV generators are dispersed and voltage 12 

control is a local problem, voltage issues can be significant even when the aggregate 13 

amount of PV capacity in the network is small. 14 

• In the event of a fault, automatic protections can isolate part of the grid to avoid 15 

compromising a larger area while maintenance teams are sent to the site to clear the fault. 16 

When distributed generators are connected to faulty areas, their controllers may fail and 17 

attempt a re-connection to the faulty grid, endangering workers. This translates into a 18 

need for more complex safety measures than when no DG is present. 19 

• The cost of fault protections is related to the maximum fault current that needs to be 20 

interrupted. The presence of DG and the presence, in particular, of current sources like 21 

the inverters used in PV systems increases the magnitude of the fault current, sometimes 22 

rendering existing protections inadequate. 23 

• Distributed generators with electronic interfaces can increase the harmonic contentof the 24 

voltage and current and induce flicker. These are important power quality indicators and 25 
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when their values are out of range they can cause visual discomfort (in the case of flicker) 1 

or the disconnection of local load and generation (in the case of harmonics). 2 

• Where automatic voltage control is used in the form of voltage regulators, switched 3 

capacitors, or transformers with on-load tap changers, the intermittency of solar 4 

generators can cause the devices involved to operate more frequently and shorten their 5 

useful life. This is because these devices commonly use mechanical switches that 6 

deteriorate with the number of switching operations.”  (emphasis added) 7 

 8 

Q. Does this complete your rebuttal testimony? 9 

A. Yes, it does. 10 
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 1 JUDGE WALLACE:  It appears that the two

 2 schedules for A-43 are complete.  There is no other

 3 witnesses that are sponsoring portions of that exhibit. 

 4 So is there any objection to the admission of Exhibit

 5 A-43?

 6 Hearing none, that exhibit is admitted.

 7 Ms. Kearney.  

 8 MS. KEARNEY:  Thank you, your Honor. 

 9 CROSS-EXAMINATION 

10 BY MS. KEARNEY: 

11 Q Mr. Mueller, my name is Margrethe Kearney, with the

12 Environmental Law and Policy Center.  I am going to ask

13 you a couple questions, and I might move kind of quickly.

14 If I move too quickly, let me know.  O.K.?

15 A All right.

16 Q So let's start on page 12 of your rebuttal testimony.  On

17 that page you provide a table that you suggest

18 illustrates that an average DG customer uses the grid

19 more than a non-DG customer?  I'm going to ask you a

20 couple questions about this table.  O.K.?

21 A All right.

22 Q So this table here is not based on information from an

23 actual DTE DG customer, correct?

24 A It is not based on an actual DG customer.  It's based on

25 the average residential customer.
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 1 Q All right.  So it's not based on average of all DTE DG

 2 customers, correct?

 3 A It is based on the residential average usage as if they

 4 were essentially applying for and becoming a DG tariff

 5 customer.

 6 Q So you're using just the average customer without

 7 determining whether or not they have DG installed or not;

 8 is that correct?

 9 A So the way that the exhibit is produced is, it took the

10 average DTE residential load and then applied the

11 criteria to make them a net metering net zero customer,

12 and then, you know, looked at using the PV watts for the

13 period to produce the generation to make them a net

14 customer.

15 Q So a couple of things in there.  First, the system was

16 based on PV watts.  So it's not based on any actual

17 system that's installed by one of DTE's DG customers,

18 correct?

19 A That would be correct, but we believe that PV watts is

20 the appropriate proxy for this area.

21 Q So you were using information from PV watts as a proxy to

22 make an assumption about what a DG customer would look

23 like in the area?

24 A That would be correct.

25 Q O.K.  And you also mentioned that you assumed the
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 1 customer is a net zero customer; is that correct?

 2 A For purpose of this analysis, yes.

 3 Q O.K.  But you can't tell me sitting here today what

 4 fraction of DTE's current net metering customers are

 5 sized to be net zero customers; is that correct?

 6 A That is correct.  We haven't taken that analysis yet.

 7 Q So you would agree that the customer represented in your

 8 table on page 12 is a hypothetical customer, correct?

 9 A Hypothetical in terms of representing that average.  But

10 we do have customers that are net zero; I just don't know

11 the total count of them.

12 Q But this customer, what is the -- the information in its

13 totality presented here is that of a hypothetical

14 customer, correct?

15 A I would agree, with those qualifications.

16 Q Thank you.  And this table on page 12 is the basis for

17 your conclusion on lines 14 through 15 that this analysis

18 shows what net metering customers utilize the Company's

19 distribution system to a significantly greater degree

20 than non-distributed generation customers?

21 A So that would be the basis, a customer that would have a

22 non-net zero system, a smaller generation system would

23 have, you know, a proportionally smaller amount of usage.  

24 Q So you're unable to draw -- you're able to draw a

25 conclusion about this hypothetical customer based on that
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 1 table, but not about other sized customers, for example?

 2 A I think that there would be a conclusion that there would

 3 be a range of usage for those customers.  This would be

 4 the case for a net zero customer.

 5 Q O.K.  You don't present any range here, correct?

 6 A I do not.

 7 Q And there is no other basis for your statement on lines

 8 14 and 15 on page 12, correct?

 9 A Other than the basis that the customer, to produce their

10 power if their generation exceeds their load in terms of

11 capability, in terms of demand, their system needs to be

12 sized larger, they would have some proportionally higher

13 usage, but I do not break that out.

14 Q O.K.  And that sounds like a different hypothetical than

15 the one you presented on page 12, correct?

16 A I would agree.

17 Q O.K.

18 A But I think it would be representative.

19 Q And you agree that there could be any number of

20 representative hypotheticals that you could perform with

21 respect to this type of analysis?

22 A I would agree but with the qualification that a customer,

23 for example, that had five kW of load and one kW of DG

24 would exhibit similar behavior, you know, but it would be

25 on a different level.
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 1 Q So you might have some hypotheticals that lead you to

 2 similar conclusions, but the question was, there are any

 3 number of hypotheticals that you are could perform,

 4 right?

 5 A I would agree on that, yes.

 6 Q O.K.  On page 14 going into 15, you have a couple of

 7 tables that compare the peak load hour and the peak hour

 8 for production from a solar PV system.  I'm going to try

 9 not to go into a lot of detail on these tables right now

10 in the interest of time.  So I'll ask that, the Company

11 doesn't allocate, the Company doesn't allocate costs to

12 the residential class based on peak load hour; is that

13 correct?

14 A I'm not a cost allocation expert.  So for that answer I

15 would refer back to one of the other witnesses.  I think

16 Witness Lacey.

17 I also would like to clarify that the

18 chart does show the peak hour for loading and the peak

19 hour for generation.  Peak hour for generation is based

20 off of PV watts, which should be representative of things

21 like angle of the sun, season of the year.  The peak load

22 is the peak load of the average residential customer.

23 And that's what's being represented.  It not of a PV

24 solar system alone.

25 Q O.K.  We might get back to that.  Do you have your
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 1 discovery responses in front of you?

 2 A Which one specifically?

 3 MS. KEARNEY:  ELPCDE-12.135c.

 4 MS. DONOFRIO:  Would you repeat the

 5 number?

 6 MS. KEARNEY:  12.135c.

 7 Q Were you one of the authors on this discovery response?

 8 A I reviewed it.  Again this is not my area of expertise.

 9 Q Right.  So the discovery request asked which costs are

10 allocated to the residential class based on the peak load

11 hour for each day of the year.  If none, please confirm.

12 And the answer there was:  None.  Did you have any

13 disagreement with that answer when it was provided in

14 discovery?

15 A I don't have any disagreement, but again it's not my area

16 of expertise.

17 Q So you're unable to answer that question sitting here

18 today?

19 A Other than to the extent that that is the answer provided

20 by Witness Lacey.

21 Q O.K.  And you have no reason to disagree with Witness

22 Lacey, do you?

23 A I don't believe so.

24 Q And you -- Did you confer with Witness Lacey about this

25 question?
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 1 A I did and -- but again, this is basically with me

 2 reviewing it, not providing the answer.

 3 Q Sure.  And it's your understanding, though, that this is

 4 the Company's position?

 5 A To the best of my knowledge.

 6 Q And you didn't provide the data on pages 14 to 16 in

 7 these tables to Mr. Lacey for any purposes, did you?

 8 A 14 to 16 in my testimony?

 9 Q Yes.

10 A There was a component of this data that I shared with

11 that department.  As for Witness Lacey specifically

12 re-doing it, I'm not aware.

13 Q For what purpose did you share a component -- Well first,

14 which component of the data did you share?

15 A So the base dataset for example on page 15 that shows

16 peak demand and production, you know, I shared it for

17 review with that area.

18 Q Do you have, do you know whether it was ever used in a

19 cost of service study analysis?

20 A I am not aware.

21 Q Do you know what ultimately happened with the data that

22 you provided to them?

23 A I am not aware of that, no.

24 Q On pages 19 to 20 you respond to Mr. Kenworthy and

25 Mr. Lucas's testimony that a low level of penetration of
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 1 DG across the Company's system results in insignificant

 2 costs to the Company caused by DG customers.  And I'll

 3 characterize, your allegation is that Mr. Kenworthy and

 4 Mr. Lucas erroneously assert that DG penetration is

 5 evenly distributed.  Is that generally your concern?

 6 A In their testimony they made claims talking about, and I

 7 don't remember the exact terms, but one out of a

 8 thousand, and that was the basis for my assertion that

 9 they were treating it as an average across the system,

10 where DG can be clustered and tends to be clustered in

11 certain areas.  So the penetration of a specific area and

12 therefore those costs and upgrades may be, you know,

13 present in specific areas, even though the average across

14 the system is very low.

15 Q Has the Company conducted a clustering analysis?

16 A We have not done any specific analysis of how that would

17 impact multiple areas of the system.

18 Q So what's the basis for your testimony that the

19 penetration tends to be clustered?

20 A So just in terms of looking at things like an application

21 by zip code, we could say that a large number of them

22 are, for example, in the Ann Arbor area.  So I mean, I

23 don't know if that constitutes a penetration analysis,

24 but it is basically just based on the applications of

25 where they're located on the system.
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 1 Q And do zip codes correspond with the way in which DTE's

 2 distribution system is constructed?

 3 A Zip codes themselves do not, but the physical location of

 4 assets within that specific area's geographical circuits

 5 would cover potentially similar areas of zip codes.  We

 6 didn't do a similar analysis by circuit.

 7 Q But you haven't done that analysis by circuit, correct?

 8 A Not at this point.  I have some rough ideas but not

 9 specific analysis.

10 JUDGE WALLACE:  Three minutes.  I'm not

11 kidding.

12 Q All right.  On page 19.

13 A O.K. 

14 Q 19 carryover to 20.  You have a paragraph where you

15 discuss two different customers, or you discuss customers

16 or two different cases of customers.  Both of those

17 customers are hypothetical customers, correct?

18 A I think in this case that would be true, but they

19 represent, you know, potentially a situation that we run

20 into.

21 Q They represent potentially a situation that you may run

22 into?

23 A I guess maybe I'll clarify.  They represent -- the actual

24 numbers themselves are hypothetical in terms of the 6.7

25 kW.  But in terms of the impact of having a system of
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 1 that size, that impact would still be realized, the 6.7

 2 itself.  It could be 5 to 7, whatever.

 3 Q And do you have -- But DTE doesn't record anything that

 4 would document that kind of impact, correct?

 5 A In terms of impact at this time, no, we don't have the

 6 record of impacts.  We do have the install size of the

 7 systems.

 8 Q Right.  Which is why you presented hypothetical customers

 9 here, correct?

10 A Correct.

11 Q O.K.  You don't have any actual customers that you could

12 provide testimony like this about at this time?

13 A At this time, that would be correct.

14 Q On page 20, lines 11 through 14, you provide an example

15 where 7 or 8 average net metering customers exceed the

16 available capacity on the feeder and require upgrades at

17 many levels of the system.  This is also a hypothetical,

18 correct?

19 A This would be based on that 6.7 number.  But it's

20 mathematically, you know, take 50 divide by whatever the

21 average you want to use, and that would be the number of

22 customers that would reach that point on the transformer

23 where it would be a load.

24 Q But it doesn't represent a situation that DTE has

25 actually experienced, correct?
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 1 A At this point I'm not aware of a situation where we have

 2 had those specific numbers.  We have had to do some small

 3 transformer replacement where the transformer was smaller

 4 than the proposed size of those systems that were being

 5 installed.

 6 Q But the Company has never needed to make upgrades at many

 7 levels of the system as you testify on page 20, correct?

 8 A At this time we have not, but we have been approached by

 9 some developers that have proposed projects where that

10 appears to be what would be necessary.  For example, a

11 large development with solar on every rooftop, where the

12 aggregate would be, of each one of those houses would be

13 in the megawatt range or more.

14 Q O.K.  So that's a potential future project, right?

15 A My understanding is that in some cases they have cleared

16 ground for those projects, but they have not applied at

17 this point.

18 Q One last question on page 23.  You refer to a number of

19 discovery responses which you attached as an exhibit.

20 And I'm going to see if we can just do this pretty

21 quickly.  None of those discovery responses quantifies a

22 grid impact that DG imposes on DTE's system, right?

23 MS. DONOFRIO:  I have an objection.

24 Well, I don't know if it's an objection yet.  But you're

25 referencing a whole slew of discovery responses here.  He
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 1 may need a minute to take a look at each of those

 2 responses.  You can't expect him to off the top of his

 3 head to know that, you know, each one of these does or

 4 doesn't --

 5 Q (By Ms. Kearney):  And while you look, my next question

 6 is going to be whether any of the discovery responses

 7 identify an existing grid impact that DG currently

 8 imposes on DTE's system.  So if you want to take a look

 9 at those real quick.  Or, sorry, as long as you need.

10 JUDGE WALLACE:  As long as it's a minute.

11 A I guess without reviewing every single one, I will maybe

12 answer the second question.

13 For example, on ELPCDE-2.5c, there is,

14 towards the middle of this, there is a statement that

15 says:  This influence can raise the other customer's

16 voltage who share the secondary customer with the

17 generation.  We have seen those situations where we have

18 had interaction of solar where two customers are

19 coincidencing the same transformer and they have

20 interacted and that did lead to then a transformer

21 secondary upgrade.  But we have had considerations where

22 that has occurred.  But yet we don't have the mechanism

23 to track that individually as part of the cost of service

24 or any of those other things.

25 Q So when asked in discovery whether or not DTE had ever
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 1 incurred those types of costs, DTE was unable to provide

 2 information as to whether those costs have been incurred?

 3 A I think the -- I would have to go back and look at the

 4 questions that were proposed, those questions asked if

 5 there were specific costs we could bring, and we were not

 6 able to find specific costs that we could respond to.  We

 7 responded that there are things that have occurred and

 8 they're embedded in those different cost categories, but

 9 they're not separately tracked or split out.

10 Q Do you have an understanding of the magnitude of those

11 costs?

12 A I would say at this time, due to the, you know, current

13 amount of net metering out there, those costs have been

14 small.

15 Q O.K.

16 A On a transformer secondary upgrade.

17 Q So leaving that one aside, and I know that that's in

18 there, do any of the other discovery responses quantify a

19 grid impact that DG imposes on DTE's system?

20 A Again each one of these, for example, I have responded

21 that there are relay and capacity status changes.  Those

22 have occurred in the past and we have had those.  I don't

23 have specific numbers, and that was said in our response

24 to discovery that we don't have specifically tracked

25 numbers to be able to quantify that.
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 1 Q So can you say, if I say none of those discovery

 2 responses quantifies it, I understand your testimony to

 3 be you don't have any of that information and you can't

 4 quantify it.  So I have to assume that none of these

 5 discovery responses quantifies any grid impact that DG

 6 imposes on DTE's system?

 7 MS. DONOFRIO:  Again I object.  He is

 8 sitting here today, he said multiple times that he, you

 9 know, he is not being given enough time to fully look at

10 each one of these.  And I mean if you want to ask him

11 about each one, that's fine.  But I'm not -- I don't want

12 this witness to assume anything.  I think you're asking

13 him to assume.  And without him taking a look at each and

14 every single one of these, he can't make, give that

15 answer.  

16 MS. KEARNEY:  And here's my answer, your

17 Honor.  That these are discovery responses that he

18 attached to his testimony and then basically incorporates

19 into his testimony.  Right?  So they're all pieces of his

20 testimony that, you know, presumably DTE will be able to

21 cite to and talk about.  Many of them are not responsive

22 to the questions that were asked in discovery, which is a

23 little bit troubling to me.  But I'm trying to save a

24 little bit of time to get a general response.  I have to

25 assume, since he says he can't quantify any of these
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 1 costs, I can't imagine his discovery responses would say

 2 something to the contrary.  I don't mean to pressure him;

 3 I'm just trying to save a little time here.  

 4 MS. DONOFRIO:  You have, for example, a

 5 pile of just the ones you're asking about that he's

 6 looked through.

 7 MS. KEARNEY:  They're attached to his

 8 testimony. 

 9 MS. DONOFRIO:  I know.

10 MS. KEARNEY:  They're exhibits.  He has

11 them right in front of him.  

12 MS. DONOFRIO:  He has these, they're all

13 right in order.

14 MS. KEARNEY:  Yep.  They're right in

15 order.  All those are right in order right in front of

16 him.

17 MS. DONOFRIO:  Can you take the time to

18 look through each one of these, please.

19 THE WITNESS:  O.K.

20 MS. DONOFRIO:  Thank you.

21 A So reviewing the discovery exhibits just to refresh my

22 memory, I do not see a specific dollar amount.  However,

23 I was also trying to refute the assertion that there was

24 no impacts to the grid based on Witnesses Kenworthy and

25 Lucas saying because I could not provide specific
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 1 numbers, therefore there was either, I believe in their

 2 words, de minimis or no impacts on the grid.

 3 Q (By Ms. Kearney):  My question was really on the former,

 4 without asking about the second question.  But thank you

 5 for looking at those and answering.

 6 JUDGE WALLACE:  Last question.

 7 MS. KEARNEY:  Sure.  Last question.

 8 Q (By Ms. Kearney):  It's your opinion that the only data

 9 that can be relied upon is the data specific to DTE's

10 specific system and its own unique system design instead

11 of distributed generation customers.  And if you need to

12 refer to ELPCDE-12.140b, that might be helpful.

13 A So I think that maybe mischaracterizes the statement a

14 little bit.  You know, I do state that the data that

15 could be reliably relied upon would be data from our

16 system.  I think we can still apply some of the

17 directional lessons learned in other areas.  The physics

18 of the system are, you know, the math is still

19 appropriate.  So our specific quantities and parameters

20 would have to be used to make a determination about how

21 our impacts would be experienced, but we can look to

22 other utilities to understand the range of different

23 impacts that would be there.  So I would disagree that

24 it's the only thing that can be relied upon.  If you're

25 limiting it to specific numerical examples, I would say
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 1 that we would want to rely on the data and parameters of

 2 our system, not on the experiences of other states.

 3 MS. KEARNEY:  I have no more questions.

 4 JUDGE WALLACE:  Thank you.

 5 CROSS-EXAMINATION 

 6 BY MR. BENDER: 

 7 Q Good afternoon, Mr. Mueller.  David Bender for Michigan

 8 Environmental Council et al.

 9 Can you turn to page 11 of your

10 testimony?

11 A All right.  I'm there.

12 Q All right.  So towards the middle of the page you say you

13 disagree, line 14, with the following assertions which

14 are from Witnesses Kenworthy and Lucas.  Do you see that?

15 A You're referring to line 12 and 13?

16 Q 12-13 is the question.  Line 14 you say:  Yes.  I

17 disagree with the following assertions.  Do you see that?

18 A Yes.

19 Q So number 3, which is line 18, you state:  DG customers'

20 solar operates at times of peak load on the system.  Do

21 you see that?

22 A Yes.

23 Q So you're disagreeing that DG customers' solar operates

24 at times of peak load on the system?

25 A I think if I refer to page 14, line 5, I guess that would
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 1 clarify that statement.  It probably should have been

 2 rephrased to what is on line 5 on page 14, which was: 

 3 Does DG customer solar operation coincide with peak load

 4 on the system?  So I mean, the solar system would operate

 5 if there is available sunlight, and that could be

 6 coincident to an extent.

 7 Q Oh, that's my question.  So let's look at page 14, line

 8 5.  This is a question posed to you.  Does it coincide

 9 with peak load on the system?  And you answer:  No, not

10 substantially.  Do you see that?

11 A Yes.

12 Q What do you mean by the system?

13 A So peak load on the system would be the point of where

14 the generation and the load would be at the peak amount.

15 Q Is that the Company's systemwide annual peak hour?

16 A To an extent, yes, I would agree.

17 Q Well, is there another measurement of the system's peak?

18 A I would say that, you know, if you're characterizing it

19 as the peak hour on a given day or peak hour for the

20 whole year or peak hour for the month, I would need

21 clarification on that.

22 Q Well, that's what I'm asking you for.  When you say it

23 does not coincide substantially with peak load on the

24 system, I'm asking you how do you define peak load on the

25 system for purposes of that answer?
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 1 A So for purposes of the answer, this defines the amount of

 2 load for this case for residential load, what's

 3 represented in the chart on the bottom of page 14,

 4 showing the peak load of the residential system, or

 5 residential customers, versus the solar generation that

 6 they would provide, showing separation where again at the

 7 timeframe where peak occurs, the peak generation of the

 8 system, meaning the maximum amount that the solar system

 9 would generate, does not coincide with the peak load on

10 the electrical system.

11 Q You look at the residential classes peak load on the DTE

12 distribution system, is that what you're saying?

13 A Yes, in this case.

14 Q That's also known has the class NCP, correct?

15 A I'm not familiar with that term.

16 Q So what I understand your analysis on the bottom of page

17 14 and top of page 15 to do, is to look at how many times

18 the absolute peak occurred in each of the 24 hours

19 annually, right?  So you looked at all the hours and you

20 said:  Does the absolute peak occur in this hour, yes or

21 no?  And then you counted, correct?

22 A So for purposes of the chart, it plotted the days of the

23 peak and its appropriate hour for that peak.

24 Q If we want to know how much solar is generating during

25 the class NCP, the residential classes peak load, we have
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 1 to find the NCP hour, the residential classes, and then

 2 find this generation data for that hour?

 3 A So the chart on page 15 I think would represent, to the

 4 extent that you're asking, I don't know if it's

 5 specifically aligns with the NCP, I'm not familiar with

 6 that term, not in this specifically.  However, this is

 7 showing that the production of that system at the hour of

 8 the peak load, and it's showing that for a 6.7 kW system

 9 for that time period, the maximum generation that that

10 system achieved during the peak load was about 3.5 kW

11 roughly in the middle of August timeframe.

12 Q You're again comparing the daily peak, right?  You looked

13 at each of the daily peaks. 

14 A The peak hour, yes.

15 Q The peak hour of the day.  And then you looked at how

16 much solar is generating in that hour, correct?

17 A For the chart on page 15 in the middle, yes.

18 Q O.K.  But you don't know when the residential class peak

19 occurred, right?  That's your testimony?

20 A In terms of if you're referring to the NCP value, no, I

21 do not.

22 Q So we don't know how much solar is producing coincident

23 with that NCP hour based on your analysis?

24 A If you're specifically looking for that NCP value, then

25 no, it does not.  But I would assume it would be very
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 1 close because again this was the average residential load

 2 for that hour for those days.  So if there's another

 3 calculation that, you know, produces a different number,

 4 I'm not aware of that.

 5 Q And as we see in that middle of page 15 chart, there is

 6 some production during a peak on summer days?

 7 A I would agree that there is some production but it's

 8 nowhere near the full output of that solar system.  Peak

 9 output in, for example, the July timeframe tends to be

10 between 11:00 and noon.  The peak load is, my

11 understanding, 4:00 p.m. and afterwards on those days.

12 Q That's fine.  But at 4:00 p.m. there is some output from

13 solar?

14 A I would agree.

15 Q You also then, the chart on page 12 that Ms. Kearney

16 asked you about, you say you're quantifying the DG

17 customer's use of the grid, correct?

18 A Yes.  And I'm defining that as the total kilowatt hours

19 transited through the system.

20 Q We already talked about how this is a hypothetical

21 scenario, correct?

22 A I think it's using averages, yes.

23 Q And that those are different averages than Mr. Dennis

24 used to calculate the system average contribution chart,

25 correct?
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 1 A I would have to defer to Mr. Dennis on what he used.

 2 Q But you didn't look at those averages that Mr. Dennis

 3 used in his Exhibit A-16 for your analysis?

 4 A Again I'm not entirely certain what he used specifically

 5 for that.  You'd have to ask Mr. Dennis.

 6 Q When you're calculating the customer's use of the grid,

 7 you're counting electricity exported to the grid as the

 8 DG customer's use of the grid, correct?

 9 A That would be correct.

10 Q The Company has no evidence that distributed generation

11 exports flow upstream to the substation, correct?

12 A So I would say at this point I do not have specific

13 evidence that residential DG exports would flow that far

14 up the system.  But I do know that we have had, you know,

15 any case where they're generating in excess of the load

16 on the transformer they will export to the distribution

17 system.  So I want to clarify that there is export on to

18 the distribution system.  And in the case of, you know,

19 again some of these proposed sites or in the case of high

20 penetration, we could see that effect occurring.  But as

21 of right now, I'm not aware of it occurring.

22 Q So if there are exports it may sometimes go through the

23 distribution transformer on to the circuit.  That's what

24 you're saying?

25 A Yes.
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 1 Q But you're saying use of the system, you're talking about

 2 the -- you're lumping everything together and saying

 3 distribution system, even though exports may not reach

 4 the upper ends of the distribution system like a

 5 substation?

 6 A I would say it's a component of the distribution system,

 7 give you that clarification.

 8 Q You're also counting that export flow as used by the

 9 distributed generation customer.  Correct?

10 A Can you rephrase the question?

11 Q Sure.  Let's look at your table, page 12.  You see the

12 row for outflow?

13 A Yes.

14 Q 5,185 kilowatt hours.  You're saying that's the

15 distributed generation customer's use of the distribution

16 system?

17 A It would be power exported on to the system.  And in my

18 area and how we look at the distribution system, we look

19 at the demand capability of a line or a wire.  So in

20 terms of that outflow, if they're producing, they would

21 be again using that line to produce and export that power

22 on to the distribution system.

23 Q So the answer to my question is yes?

24 A I think with my qualification, yes, I would agree.

25 Q Those kilowatt hours exported are flowing to an end use
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 1 customer on the distribution, correct?

 2 A I would make that assumption, yes.

 3 Q And that end use customer is getting billed for those

 4 same kilowatt hours flowing as imports to that customer's

 5 meter, correct?

 6 A If they imported it, then they would be billed for it,

 7 yes.

 8 Q So that customer's inflow is also a use of the

 9 distribution system, correct?

10 A It would be kilowatt hours delivered.

11 Q You would count that as a use of the distribution system?

12 A Just like the inflow into this customer would be counted.

13 Q Right.  So the 5,185 kilowatt hours of outflow in your

14 hypothetical here is a use of the distribution system,

15 and those same electrons flowing into some other end use

16 customer you're counting as another 5,185 kilowatt hours

17 of use of the distribution system?

18 A For those assets that are involved, yes.

19 Q So it's the same flow being counted as two uses?

20 A In terms -- again I think maybe I need clarification on

21 what you're approaching.  But when we look at, for

22 example, line rating, we look at how many amps are going

23 across the line.  If those amps are delivered by a DG or

24 if those amps are consumed as a load, that power quantity

25 is what we look at as the use of that distribution asset
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 1 for purposes of understanding if it needs upgrades or if

 2 it's going to be overloaded.  So again you're trying to

 3 put into an inflow/outflow concept, my understanding,

 4 that I'm using that twice on the electrons, where I'm

 5 looking at it from the perspective of the physical asset

 6 on the grid has to transit that power across it.

 7 Q I'm not putting anything into the inflow/outflow.  That

 8 was your example.  You used kilowatt hours inflow and

 9 outflow as your data points to quantify use of the grid.

10 Correct?

11 A That's correct.

12 Q And I'm saying based on that construct, you're counting

13 exports as a use, and as those same electrons that are

14 exported enter the neighboring customer's meter, you're

15 counting that as a use of the grid as well.  You're

16 counting it as two uses?

17 A I would agree in that case, yes.

18 MR. BENDER:  I have no further questions.

19 I cede the balance of my time for the good of the Lord.

20 JUDGE WALLACE:  Thank you very much.  Mr.

21 Keskey, 15 minutes.

22 MR. KESKEY:  Do I have to use the whole

23 15 minutes?

24 (Laughter.)

25 JUDGE WALLACE:  No, you do not.
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 1 CROSS-EXAMINATION 

 2 BY MR. KESKEY: 

 3 Q Good afternoon, Mr. Mueller.

 4 A Good afternoon.

 5 Q On page 14 of your rebuttal testimony you are trying to

 6 answer the question as to whether the DG customer's solar

 7 operation coincides with people on the system.  When you

 8 use this term "coincide", could you be a little more

 9 specific as to what you mean?

10 A So in this case I'm looking at the peak output of the DG

11 generation system, and the peak load, in this case the

12 average residential customer on the system.

13 Q Now, would it be correct that in the summer months of

14 June, July, August, and September, that DTE experiences a

15 significant load from air conditioning?

16 A Air conditioning is a substantial portion of the load

17 during those months.

18 Q Would it also be true that during those months, that

19 solar facilities would be quite efficient in terms of

20 capturing solar energy because it's summer and generally

21 the weather is better and perhaps less cloud cover?

22 A I can't specifically quantify the cloud cover portion of

23 that, but there are more solar hours of the day during

24 those months.

25 Q And so that solar output in the summer months would
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 1 assist in reducing your air conditioning load, would it

 2 not?

 3 A If the air conditioning load is occurring during the same

 4 hours that it's producing, then I would agree.

 5 Q And then what hours of the day would you suggest that

 6 solar facilities generate the most energy?

 7 A To the best of my knowledge, typically between 10:00 a.m.

 8 and probably 4:00 p.m.

 9 Q And so during those hours would it be true that the solar

10 facilities would reduce DTE's peak loads?

11 A During those hours there would be some offset based on

12 the solar generation for the load, yes.

13 Q So would it be true then that the peak load may shift

14 from those hours, 10:00 a.m. to the afternoon, to later

15 in the day?

16 A I guess describe what you mean by "shift".

17 Q Well, you refer to this on page 14 of your rebuttal when

18 you indicate that in many cases the peak load occurs

19 after the end of the solar day.  Do you see that on line

20 8 to 9?

21 A Yes.

22 Q And that peak load at the end of the day would be

23 generally a lower peak than during the hours of 10:00

24 a.m. and to the afternoon hours.  Would that be true?

25 MS. DONOFRIO:  Objection.  I'm not sure
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 1 whether he is asking about generation or consumption.

 2 JUDGE WALLACE:  Can you rephrase your

 3 question, Mr. Keskey?  

 4 MR. KESKEY:  I could not hear the

 5 objection.

 6 JUDGE WALLACE:  Oh.  She is not sure

 7 whether you're talking about generation or production?

 8 Generation or load?

 9 MS. DONOFRIO:  Yes, generation or load.

10 I said consumption, generation or consumption.  

11 JUDGE WALLACE:  Consumption.

12 MR. KESKEY:  O.K.  Well, let me try a

13 question here.

14 Q (By Mr. Keskey):  Would it be correct that the DTE peak

15 load at the end of the solar day would generally be less

16 than DTE's peak load during the 10:00 a.m. to afternoon

17 hours?

18 MS. DONOFRIO:  Objection.  What do you

19 mean by the end of the day?

20 MR. KESKEY:  Well --

21 MS. DONOFRIO:  The daylight hours?

22 Midnight?

23 MR. KESKEY:  O.K.  

24 Q (By Mr. Keskey):  If I can ask the witness what he meant

25 by this statement on rebuttal page 14 line 9, when he
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 1 refers to a peak load occurring at the end of the solar

 2 day.  Could you tell us what the end of solar day means?

 3 A So in that case it would be the point where the solar

 4 system is either generating a minimum amount or no

 5 generation at all.  So typically it would be your evening

 6 to dusk hours would be the end of that solar day where

 7 the system would not be generating any substantial amount

 8 of output.

 9 Q And would generally the DTE peak load during those

10 evening hours be less than the peak load during the time

11 period between 10:00 a.m. and the afternoon hours that

12 you cited earlier?

13 A My understanding is we typically peak after 4:00 p.m. in

14 terms of load.  So on some days there will be coincidence

15 and other days the peak load will be well after sunset.

16 Q And if a solar customer installs batteries storage or if

17 a solar customer or the Company installs some other

18 storage facilities, then the generation from solar during

19 the peak hours during the day could be utilized to

20 address any peak during the evening hours.  Would that be

21 generally correct?

22 A Yes, I would agree that is one of the benefits of

23 storage, to use it to time shift energy generation to

24 times of need.

25 Q And in such a scenario there would be more coincidence?
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 1 A If the storage system was appropriately sized, was

 2 managed to, you know, the point of operating during peak

 3 and discharging during peak, then I think that is again

 4 one use of storage, either on the system or at a customer

 5 level.

 6 Q Now, on your page 14 of your rebuttal, lines 12 and 13,

 7 you indicate that generation peaks and peak load do not

 8 coincide.  Would it be a little more accurate to say they

 9 partially do not coincide?

10 A I think the degree, the actual term to say what the

11 degree is would, you know -- there is a portion that do

12 not.  I would say the peaks don't coincide themselves;

13 the energy generated as I state, let me find the

14 specific -- On page 13 in my rebuttal, line 10 through

15 line let's say 15, for a system of the size for net usage

16 that has the standard load curve, they would be exporting

17 61 percent of their energy.  And then that would be --

18 they would be basically exporting that.  And then the

19 billing mechanism would be recouping that value.  So if

20 they had for example storage, they would reduce that

21 percentage that they're exporting and shifting it to when

22 they are using it, which to my understanding is for the

23 purpose of a Inflow/Outflow mechanism, to encourage that.

24 Q Are you aware of the implementation by the Company of

25 storage?
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 1 A Can you clarify, please.

 2 Q Well, is the Company developing a storage of energy so

 3 that it can save it to utilize during evening peaks?

 4 A At this point I'm not aware of any project that would do

 5 time shifting capability with storage.

 6 Q Are you aware of any program being planned or implemented

 7 by DTE Electric to assist solar customers with installing

 8 batteries or other storage devices to shift the peak load

 9 on to the evening hours or to save some of the generation

10 from the afternoon into the evening hours?

11 A I am not aware of any such program.

12 MR. KESKEY:  I have no other questions,

13 your Honor.

14 JUDGE WALLACE:  Thank you, Mr. Keskey.

15 Do you have any redirect?

16 MS. DONOFRIO:  I need three minutes.

17 JUDGE WALLACE:  Three minutes.  Off the

18 record for three minutes.

19 (Brief recess was taken.) 

20 JUDGE WALLACE:  Back on the record in

21 U-20162.

22 MS. DONOFRIO:  I have one question for

23 redirect.  I will try to project; I don't have a

24 microphone.  Well, maybe two questions, sorry.

25 JUDGE WALLACE:  O.K.
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 1 REDIRECT EXAMINATION 

 2 BY MS. DONOFRIO: 

 3 Q Mr. Mueller, you were asked previously about your chart

 4 on page 12 of your testimony and whether you were

 5 counting the same electrons as both outflow and inflow

 6 when it's outflow from a DG customer and inflow or

 7 consumption by another customer.  Do you recall that

 8 testimony?

 9 A Yes, I do.

10 Q Is it double counting?

11 A So in that case it is not double counting.  The impact to

12 the grid is counted once.  I guess to further clarify

13 what this table represents for the inflow and the outflow

14 is, the inflow and the outflow are occurring at two

15 different times.  So the customer, if they were using one

16 hundred percent of their energy that they were producing

17 at the time they were producing it, they would have much

18 more self consumption in this case.  They would have a

19 limited amount of inflow and outflow.

20 So this table is representing inflow as

21 inflow into the customer in a discrete time period and

22 then a outflow at a different time period.  So they're

23 not coincident.  So if that was something that created

24 confusion.  But to the extent that outflow from the

25 customer, if it's flowing into another customer nearby,
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 1 it's not being counted twice for purposes of utilization

 2 of the grid.

 3 MS. DONOFRIO:  That's the only question I

 4 have.

 5 JUDGE WALLACE:  Thank you.  Now have we

 6 got everything bound in for this witness?

 7 MS. DONOFRIO:  I think you actually

 8 admitted his exhibits as well.

 9 JUDGE WALLACE:  Yes.  O.K.  We have a

10 little bit of small housekeeping to deal with.

11 Mr. Brandenburg, did you need to move

12 some exhibits?

13 MR. BRANDENBURG:  Yes.  Thank you, your

14 Honor.

15 MS. DONOFRIO:  May we excuse Mr. Mueller?

16 JUDGE WALLACE:  Oh, I'm sorry.  No, he

17 can't go until we're all done.  He has to stay there. 

18 (Laughter.) 

19 JUDGE WALLACE:  Thank you, Mr. Mueller.

20 You're excused.

21 (The witness was excused.)

22 MR. BRANDENBURG:  It has come to my

23 attention that two exhibits were inadvertently excluded

24 from being offered and entered into evidence.  Both of

25 these exhibits were prefiled.  They are Mike Gorman's
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 1 Exhibits AB-35 and AB-36.  Both are one-page exhibits.

 2 And I would move their admission at this time.

 3 JUDGE WALLACE:  Is there any objection to

 4 the admission of Exhibits AB-35 and AB-36?

 5 Hearing none, those exhibits are

 6 admitted.

 7 MR. BRANDENBURG:  Thank you, your Honor.

 8 JUDGE WALLACE:  Thank you, Mr.

 9 Brandenburg.  We are moving on to -- yes, we'll get to it

10 in a minute.  Mr. Dennis next.

11 MS. HAYDEN:  That is correct.

12 (Documents marked for identification by the Court

13 Reporter as Exhibit No. A-42.)

14 P H I L I P     W.    D E N N I S 

15      was called as a witness on behalf of DTE Electric Company 

16 and, having been duly sworn to testify the truth, was 

17 examined and testified as follows: 

18 DIRECT EXAMINATION 

19 BY MS. HAYDEN: 

20 Q Good afternoon, Mr. Dennis.

21 A Good afternoon.

22 Q Would you state your name and business address for the

23 record?

24 A Sure.  Philip W. Dennis, One Energy Plaza, Detroit,

25 Michigan  48226.
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 1 Q Did you file with the Commission a document entitled

 2 Qualifications and Direct Testimony of Philip W. Dennis,

 3 consisting of a cover sheet and 23 pages of questions and

 4 answers?

 5 A Yes.  I believe it's revised direct testimony.

 6 Q Thank you.  Do you have any changes you would like to

 7 make to that testimony?

 8 A Actually I just have one.  Actually it's two, but it's

 9 the same issue.  On page 5, PWD-5, I'm replacing Mr.

10 Johnston with Ms. Zhou, Z-h-o-u.  And the same change on

11 line 12, changing Johnston to Zhou.

12 Q Thank you.  With those changes, is that the direct

13 testimony that you're sponsoring today?

14 A Yes.

15 Q Are you sponsoring any exhibits with your direct

16 testimony?

17 A Yes, I am.

18 Q Are those exhibits Exhibits A-16 Schedule F3 pages 2

19 through 12, Exhibit A-16 Schedule F4 pages 2 through 22,

20 Exhibit A-16 Schedule F7, Exhibit A-16 Schedule F8,

21 Exhibit A-16 Schedule F9 revised, Exhibit A-16 Schedule

22 F10 you're a co-sponsor I believe, and Exhibit A-16

23 Schedule F10.1?

24 A That is correct.

25 Q Were those exhibits prepared by you or at your direction?
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 1 A They were.

 2 Q Do you have any changes to make to those exhibits?  

 3 A I do not.

 4 Q Did you also file with the Commission a document entitled

 5 the Revised Rebuttal Testimony of Philip W. Dennis,

 6 consisting of a cover sheet and 26 pages of questions and

 7 answers?

 8 A It was just the rebuttal testimony; it was not revised.

 9 Q I'm sorry.  Revised was for the direct.  And 26 pages is

10 accurate?

11 A Yes.

12 Q Do you have any changes you would like to make to your

13 rebuttal testimony?

14 A I do not.

15 Q Is that then the rebuttal testimony that you are adopting

16 today?

17 A Yes, it is.

18 Q Are you sponsoring any exhibits with your rebuttal

19 testimony?

20 A Yes, I am.

21 Q Are those exhibits A-42 Schedule FF1, FF2, and FF3?

22 A That is correct.

23 Q And were those rebuttal exhibits prepared by or at your

24 direction?

25 A Yes, they were.
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 1 Q Do you have any changes to make to those exhibits?

 2 A I do not.

 3 MS. HAYDEN:  Thank you.  Your Honor, DTE

 4 Electric moves to bind into the record the revised

 5 qualifications and direct testimony and rebuttal

 6 testimony of Philip W. Dennis, and moves for the

 7 admission of Mr. Dennis's exhibits at the close of cross.

 8 JUDGE WALLACE:  Is the any objection to

 9 binding into the record the direct testimony of Mr.

10 Dennis or the rebuttal testimony of Mr. Dennis?

11 Hearing none, the revised direct

12 testimony and rebuttal testimony of Mr. Dennis are bound

13 into the record.

14 (Testimony bound in.)

15

16

17

18

19

20

21

22

23

24

25
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DTE ELECTRIC COMPANY 
QUALIFICATIONS OF PHILIP W. DENNIS 

Line  
No. 

PWD - 1 

Q. Please state your name, business address and by whom you are employed. 1 

A. My name is Philip W. Dennis.  My business address is One Energy Plaza, Detroit, 2 

Michigan 48226.  I am employed by DTE Energy Corporate Services, LLC, a 3 

subsidiary of DTE Energy Company as Manager, Regulatory Economics. 4 

 5 

Q. On whose behalf are you testifying? 6 

A. I am testifying on behalf of DTE Electric Company (DTE Electric or Company). 7 

 8 

Q. What is your education background? 9 

A. I received a Bachelor of Science Degree in Business Administration from Central 10 

Michigan University.  In addition, I received a Master of Finance Degree from Walsh 11 

College. 12 

 13 

Q. What work experience do you have? 14 

A. In 1981 I was employed by ANR Pipeline Company (ANR) as a Finance Trainee.  15 

ANR is an interstate natural gas (gathering, storage and transmission) company 16 

regulated by the Federal Energy Regulatory Commission (FERC).  I had varying and 17 

increasing responsibilities within ANR, including positions in their Controller’s 18 

organization, Regulatory Affairs and Marketing groups.  While working in the 19 

Regulatory Affairs organization, I assisted in the preparation and analysis of general 20 

rate cases, purchased gas adjustments, and various surcharge recovery filings.  While 21 

in Regulatory Affairs, I presented testimony at the FERC sponsoring various cost of 22 

service components and participated as a witness in ANR’s rate case hearings.  In 23 

1994 I was promoted to Manager of Transportation Rates.  I transferred to ANR’s 24 

Marketing department in 1999 as Manager of Market Analysis.  I remained there until 25 
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PWD - 2 
 

early 2001, when ANR, as part of a merger, was moved to Houston and I left the 1 

Company.  In 2001, I began working for Michigan Consolidated Gas Company 2 

(MichCon) as a Principal Financial Analyst in the Regulatory Affairs department.  In 3 

2001, MichCon’s parent, MCN Energy, was acquired by DTE Energy, DTE 4 

Electric’s (formerly The Detroit Edison Company) parent.  In 2005, I was promoted 5 

to Regulatory Affairs Consultant and was project manager for DTE Electric’s general 6 

rate cases Case Nos. U-15244, U-15768 and U-16472.  In 2011, I assumed my present 7 

position of Manager, Regulatory Economics. 8 

 9 

Q. What are your current duties and responsibilities with DTE Electric? 10 

A. My responsibilities include the management of regulatory activities relative to DTE 11 

Electric’s Load Research, Tariffs, Pricing, and Rate Design. 12 

 13 

Q. Have you previously sponsored testimony before the Michigan Public Service 14 

Commission (MPSC or Commission)? 15 

A. Yes.  I sponsored testimony and exhibits in the following DTE Electric cases: 16 

 Case No. Description 17 

 U-17437 Transitional cost recovery plan associated with the disposition of the 18 

City of Detroit Public Lighting System 19 

 U-17761 Years 2013/2014 Reconciliation of Transitional Reconciliation 20 

Mechanism associated with the disposition of the City of Detroit 21 

Public Lighting System. 22 

 U-18005 Year 2015 Reconciliation of Transitional Reconciliation 23 

Mechanism associated with the disposition of the City of Detroit 24 

Public Lighting System. 25 
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 U-18248 Implementation of Section 6w of 2016 PA341 (“Capacity Filing”) 1 

 U-18251 Year 2016 Reconciliation of Transitional Reconciliation 2 

Mechanism associated with the disposition of the City of Detroit 3 

Public Lighting System. 4 

 U-18262 Years 2018/2019 Energy Waste Reduction Plan Filing 5 

 U-18419 Certificate of Necessity Filing 6 

 U-20051 Year 2017 Reconciliation of Transitional Reconciliation 7 

Mechanism associated with the disposition of the City of Detroit 8 

Public Lighting System. 9 

 U-18232 Renewable Energy Plan (REP) Proceeding10 
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DTE ELECTRIC COMPANY 
REVISED DIRECT TESTIMONY OF PHILIP W. DENNIS 

Line 
No. 

PWD - 4 

Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to support the proposed rate design and language 2 

modifications for the Company’s residential rate schedules, which includes 3 

incorporating the following: 4 

 Modify Rate Schedule D1 to change the current power supply non-capacity rate 5 

structure from a flat per kWh charge, to a time of use (TOU) based charge, in 6 

compliance with the directive set forth by the Commission in its April 18, 2018 7 

Order in Case No. U-18255. 8 

 Design variable distribution rates to approach a uniform rate for all residential 9 

secondary rate schedules, with individual variable distribution rates capped at a 10 

20% increase.  11 

 Propose service charges for the D1, D1.2, D1.6, D1.8, and D2 rate schedules of 12 

$9.00. 13 

 Propose new D1 provisions including the Weekend Flex Pilot Provision and the 14 

Fixed Bill Pilot Provision, as supported by Company Witness Mr. Clinton.  15 

 Propose new Rider 18 (Distributed Generation Rider), as supported and directed 16 

by Company Witness Mr. Serna 17 

 18 

 I also support the modification to tariff language, consistent with billing rule 19 

R460.113, clarifying that in cases where the Company is missing interval meter data 20 

that customers on time of use rate schedules, are to be charged the off-peak (lower) 21 

rate.  In addition, I propose a modification to Section C6.5 (c) (4) of the Company’s 22 

tariff with respect to customer line extension. 23 
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P. W. DENNIS 
Line U-20162 
No. 

PWD - 5 

Q. Are you sponsoring any exhibits in this proceeding? 1 

A. Yes.  I am sponsoring in whole, or in part, the following exhibits: 2 

Exhibit Schedule Description 3 

 A-16 F3 Present and Proposed Revenues by Rate Schedule – 12 4 

months ending April 30, 2020 5 

 A-16 F4 Comparison of Present and Proposed Monthly Bills– 12 6 

months ending April 30, 2020 7 

 A-16 F7 D1 Fixed and Variable Portion of Bill 8 

 A-16 F8 Weekend Flex Pilot Provision Rate Calculation 9 

 A-16 F9 System Access Contribution (SAC) 10 

 A-16 F10 Revised Proposed Tariff Sheets 11 

 A-16 F10.1 U-18383 Required Distributed Generation Tariff Filing 12 

 13 

With respect to Exhibit A-16, Schedule F3, I am sponsoring the residential class which 14 

includes pages 2 through 12 of this exhibit.  On Exhibit A-16, Schedule F4, I am 15 

sponsoring the typical monthly bills comparison for the residential class shown on pages 16 

2 through 22.  Company Witnesses Mr. Bloch, Ms. Holmes, and Mr. Johnston are 17 

sponsoring the remaining customer classes in Schedules F3 and F4.  On Exhibit A-16, 18 

Schedule F10 Revised, I am sponsoring the proposed changes related to the residential 19 

class and the proposed Distributed Generation Program tariff, along with other tariff 20 

changes as noted above.  Witnesses Bloch, Holmes, and Johnston are sponsoring the 21 

remaining sheets contained in this exhibit.  22 

 23 

Q. Were these exhibits prepared by you or under your direction? 24 

A. Yes, they were. 25 
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P. W. DENNIS 
Line U-20162 
No. 

PWD - 6 

Q. What residential rate schedules does the Company currently offer? 1 

A. Rate Schedule D1 is the Company’s standard residential service rate.  Rate Schedule 2 

D1.1 is a separately metered interruptible space conditioning service rate.  Rate 3 

Schedule D1.2 is a product with rates that vary dependent on season and time of day.  4 

Rate Schedule D1.6 is a product available to qualifying low income customers and 5 

supplies them with a $40 monthly credit.  Rate Schedule D1.7 is a separately metered 6 

rate available for supplemental geothermal electric service with rates dependent on 7 

season and time of day.  Rate Schedule D1.8 is a dynamic peak pricing product that 8 

has three pricing periods based on time of day and that is periodically subject to 9 

critical peak pricing.  Rate Schedule D1.9 is a separately metered product for 10 

supplemental service to charge electric vehicles.  Rate Schedule D2 was available to 11 

customers for all electric service if all space heating was total electric and installed 12 

on a permanent basis, but is now only available to dwellings being served on the rate 13 

prior to December 17, 2015.  Rate Schedule D5 is a separately metered interruptible 14 

electric water heating product. 15 

 16 

Q. Will you please describe Exhibit A-16, Schedule F3? 17 

A. This exhibit shows the present and proposed rate design and corresponding revenue 18 

by rate schedule based on the billing determinants for the 12-month period ending 19 

April 30, 2020.  The various billing components are listed in column (a), and the 20 

respective billing determinants, including units of measure, are listed in column (b).  21 

The billing determinants were developed based on historical data and relationships, 22 

as well as known and measurable changes, and are consistent with Company Witness 23 

Mr. Leuker’s sales forecast.  The existing rates, as approved by the MPSC’s Order in 24 

Case No. U-18255 on April 27, 2018, are in column (c), and are used to calculate the 25 
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P. W. DENNIS 
Line U-20162 
No. 

PWD - 7 

present revenues in column (d).  The rates proposed in this proceeding are in column 1 

(e), with the resulting revenues in column (f). 2 

 3 

Q. What is the basis for the Company’s proposed residential rate levels in this 4 

proceeding? 5 

A. The basis for the proposed rate levels are the functionalized power supply and 6 

distribution deficiency amounts supported by Company Witness Mr. Lacey as 7 

shown in his Exhibit A-16, Schedule F1.1, page 2 (for power supply) and his 8 

Exhibit A-16, Schedule F1.2, page 1 (for distribution).  The proposed residential 9 

power supply and distribution charges were designed to meet the power supply and 10 

distribution deficiencies shown in these exhibits. The proposed residential power 11 

supply capacity and non-capacity rates were designed to recover the revenues 12 

pursuant to Witness Lacey’s Exhibit A-16 Schedule F1.5, which shows how much 13 

of the power supply revenue requirement for each rate class is capacity and non-14 

capacity related. 15 

 16 

 Within the power supply cost of service, Witness Lacey identifies three separate 17 

residential cost classes: “D1/Other”, “D1.2”, and “D2”.  All residential rate 18 

schedules except D1.2 and D2 are included in D1/Other.  For the D1/Other rate 19 

schedules the power supply deficiency was allocated based on each rate schedule’s 20 

percentage contribution to the present D1/Other power supply revenue.  For those 21 

rate schedules with their own cost of service class (D1.2 and D2), the deficiency 22 

was directly allocated to the corresponding class.  This was the same method used 23 

to develop the approved residential power supply rates in the Company’s last rate 24 

case, Case No. U-18255.   25 

3862



P. W. DENNIS 
Line U-20162 
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PWD - 8 

Q. Is the Company proposing to modify its Rate Schedule D1 (D1) power supply 1 

rate structure? 2 

A. Yes.  In its April 18, 2018 Order in Case No. U-18255, the Commission directed the 3 

Company in its next general rate case to include a proposed D1 tariff that included 4 

power supply non-capacity charges based summer on-peak / off-peak rates.  Thus, as 5 

described further below, the Company is proposing to modify its current D1 non-6 

capacity charge structure from the current flat per kWh rate structure, to a rate 7 

structure with summer on peak and off peak rates. 8 

 9 

Q. What is the Company’s proposed time of use periods for the D1 non-capacity 10 

rate? 11 

A. The Company is proposing the D1 non-capacity rate structure consist of two rates: a 12 

summer on peak rate, and an off-peak rate as reflected on Exhibit A-16, Schedule F3, 13 

page 3.  The Company is proposing that “summer” include the four months of June, 14 

July, August, and September.  As discussed by Company Witness Mr. Farrell, the 15 

Company is proposing that the “on-peak” period for D1 be 4:00 p.m. through 9:00 16 

p.m., Monday through Friday.  Thus, the D1 summer on peak non-capacity rate 17 

would apply to all energy usage that takes place in June through September, between 18 

4:00 p.m. and 9:00 p.m., Monday through Friday, and the D1 off peak non-capacity 19 

rate would apply to all other usage.   20 
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Line U-20162 
No. 

PWD - 9 

Q. How did the Company select the 4:00 p.m. through 9:00 p.m. summer period for 1 

its on-peak non-capacity rate?  2 

A. Witness Farrell discusses how the Company selected the on-peak period by looking 3 

at highest residential customer and system demands during the summer months in 4 

order to align a price signal with the highest peaking hours.   5 

 6 

Q. Are there other ancillary benefits to using 4:00 p.m. through 9:00 p.m. as the 7 

on-peak period?  8 

A. Yes.  By providing customers rate options, it gives them the best opportunity to select 9 

the rate more appropriate for their home and work schedules.  Time of use rate D1.2 10 

has an on-peak period of 11:00 a.m. to 7:00 p.m., and Rate D1.8 has an on-peak 11 

period of 3:00 p.m. to 7:00 p.m. (along with a mid-peak rate).  As Company Witness 12 

Mr. Clinton states, customers appreciate the Company offering them various options 13 

when it comes to managing their energy portfolio.  14 

 15 

Q. How was the price differential between the non-capacity summer on peak rate 16 

and non-capacity off peak rate as shown on Exhibit A-16, Schedule F3, page 3 17 

determined? 18 

A. The proposed differential between the non-capacity summer on peak rate and non-19 

capacity off peak rate is cost based, based on historic summer Midcontinent 20 

Independent System Operator (MISO) locational marginal price (LMP) as provided 21 

to me by Witness Farrell.  The size of the on peak and off peak differential is an 22 

important consideration for customer acceptance as well, as this Commission ordered 23 

change would require the automatic transition of 1.9 million customers currently not 24 

subject to a TOU rate structure to TOU rates.   25 
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Line U-20162 
No. 

PWD - 10 

Q. How would a larger price differential between the non-capacity summer on peak 1 

rate and non-capacity off peak rate impact customers’ bills and risk to the 2 

Company and customers? 3 

A. Without doing a smaller pilot study, I cannot be sure.  However, a larger differential 4 

could have a negative impact on customer acceptance/satisfaction associated with 5 

this change, and would significantly increase revenue recovery risk (i.e. the larger the 6 

differential, the higher the impact on revenue should customers change usage 7 

behavior differently than expected).   8 

 9 

Q. Based on the parameters discussed above related to on-peak hours and price 10 

differential, is the Company forecasting any load shift away from the on-peak 11 

hours? 12 

A. No.  Based on the timing associated with implementing information technology (IT) 13 

changes related to this massive change to our billing systems as discussed briefly by 14 

Company Witness Mr. Griffin, the uncertainty with respect to how fast customers 15 

can be moved to the new rate structure, more than likely the forecasted test year will 16 

have been completed, or near completion.  In addition, given the proposed pricing 17 

differential, it would be premature to forecast any shift.  Ideally, the Company should 18 

have had a chance to study customer behavior due to this change in order to have 19 

more information.  If this TOU structure is implemented for D1, the Company will 20 

study how customers react to this rate structure and analyze whether the structure 21 

should be modified in future rate cases. 22 
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Line U-20162 
No. 

PWD - 11 

Q. Were any other rate schedules impacted by the D1 TOU change? 1 

A. The Company is proposing the same structural changes to Rate Schedule D1.6, the 2 

Special Low Income Pilot Rate, which has historically mirrored D1’s rate structure. 3 

 4 

Q. Did the Company request rehearing of the Commission’s Order in U-18255 5 

related to this structural change for D1? 6 

A. Yes.  Company Witness Mr. Stanczak discusses the Company’s rehearing request 7 

and the Commission’s order on rehearing issued on June 28, 2018. 8 

 9 

Q. Did the Company also design rates for D1 and D1.6 that follow the existing rate 10 

structure? 11 

A. Yes.  Exhibit A-16, Schedule F3, pages 2 and 6 contain rate designs for D1 and D1.6 12 

that follow the existing rate structure (i.e. a flat non-capacity rate per kWh).  The 13 

Company designed these rates to recover the same total D1/D1.6 revenue as the new 14 

TOU versions.   15 

 16 

Q. Why did the Company design rates for D1 and D1.6 that follow the existing non-17 

capacity rate structure? 18 

A. As mentioned by Witness Stanczak, the Company is requesting in the present case, 19 

that the Commission eliminate the directive to convert the D1 non-capacity rates to a 20 

TOU rate structure.  Should the Commission grant the Company’s request, the D1 21 

and D1.6 rate designs utilizing the existing rate structure can be used. 22 

 23 
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Line U-20162 
No. 

PWD - 12 

Q. If the Commission does not modify its previous direction on D1 rates as the 1 

Company requests, should the traditionally designed D1 and D1.6 rates be 2 

disregarded? 3 

A. No.  Should the Commission not modify its Case No. U-18255 directives as described 4 

above, the Company is requesting that the new D1 and D1.6 TOU rate structure not 5 

become effective on the date rates change pursuant to an Order in this case.  As 6 

discussed above, the Company will need to maintain its current rate structure until all 7 

IT work can be completed and customers can be transitioned. 8 

 9 

Q. How does the Company’s D1 and D1.6 TOU rate structure proposals relate to 10 

customers who opt out of advanced metering infrastructure? 11 

A.  The Commission’s Order in Case No. U-18255 issued on April 18, 2018 stated the 12 

Company should propose allowing customers who opt out of advanced metering 13 

infrastructure to retain the existing D1 rate structure.  The Company notes that time 14 

of use consumption information continues to be available via manual meter reads for 15 

customers who opt out of advanced metering infrastructure.  Therefore, the Company 16 

is able to bill the TOU rate as proposed herein for D1.  Thus, the Company proposes 17 

that customers who opt out of advanced metering infrastructure be subject to the same 18 

rate options as all other residential customers.   19 

 20 

Q. Can you describe the Company’s proposed residential distribution rate design? 21 

A. In the Company’s rate case filed in 2014, Case No. U-17767, MPSC Staff 22 

recommended, and the Commission approved, variable distribution rates designed 23 

such that all customers in the Residential Secondary class would have the same rate, 24 

with the caveat that a 20% cap was applied to limit the increase of any specific 25 
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variable distribution rate.  This method was again proposed and approved in the 1 

Company’s subsequent rate cases, Case Nos. U-18014 and U-18255.  The Company 2 

designed the variable distribution rates for each residential rate schedule in this case 3 

using this same premise.   4 

 5 

Q. Is the Company proposing any changes related to residential service charges? 6 

A. Yes, for residential rate schedules which are not for supplemental electric service 7 

(D1, D1.2, D1.6, D1.8, and D2) the Company is proposing to increase the service 8 

charge from $7.50 to $9.00 per customer, per month1.  These revised service charges 9 

will recover a greater portion of the residential customer related costs, as supported 10 

by Witness Lacey.  Witness Lacey’s testimony and his Exhibit A-16, Schedule F1.4, 11 

supports residential fixed distribution costs (that do not vary with energy (kWh) 12 

consumption) of over $45 per customer per month, but in the interest of gradualism, 13 

the Company is proposing a $9.00 residential service charge in this case.  The 14 

remaining distribution costs will still be recovered through an energy based charge.  15 

This is a reasonable approach that steps towards recognizing that distribution demand 16 

related costs should not be recovered 100% through an energy based charge.  If in 17 

the future, the Company explores three part rates for residential customers (customer 18 

charge, demand charge and energy charge), this approach should be re-visited again. 19 

 20 

Q. Are there any other changes the Company is proposing related to residential 21 

service charges? 22 

A. Yes.  The Residential Income Assistance Service Provision (RIA), part of the D1 tariff, 23 

currently provides a $7.50 per customer per month credit for participating customers.  24 

                                            
1 The Company is not proposing to change the service charges for residential rates for supplemental service 
(D1.1, D1.7, D1.9, and D5). 
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The Company is proposing to increase this credit to $9.00 per customer per month, in 1 

order for it to continue to fully offset the D1 service charge for RIA customers.  The 2 

Residential Senior Service Provision, also part of the D1 tariff, currently provides a 3 

$3.75 per customer per month credit for participating customers. The Company is 4 

proposing to increase this credit to $4.50, so that it continues to offset half of the D1 5 

service charge. 6 

 7 

Q. Does the proposed increase to the residential service charges increase the 8 

distribution revenue deficiency supported by Witness Lacey’s Exhibit A-16, 9 

Schedule F1.2? 10 

A. No.  As described above, the Company’s proposed residential distribution rates are 11 

designed to recover the distribution deficiency shown in Witness Lacey’s Exhibit A-12 

16, Schedule F1.2.  The residential rate design in this case recovers these distribution 13 

revenues by changing both the fixed service charges and the variable distribution 14 

rates.  Therefore, if the residential service charge was not proposed to increase, the 15 

variable distribution rate would be higher than what is proposed, in order for the 16 

Company’s residential distribution rates to recover the same amount of revenue.  The 17 

Commission has recognized this concept in the past. In its June 10, 2008 Order, in a 18 

Consumer Energy rate case (Case No. U-15245) on page 74 it stated, “The 19 

Commission is persuaded that the proposed $6.00 per month system access charge 20 

is appropriate.  It does not increase the residential customer class’ cost of service.  21 

Rather, it merely reflects the fact that a flat customer charge, rather than an energy 22 

related charge, is a more appropriate way of collecting the fixed costs associated 23 

with serving each residential customer at any usage level.” (Emphasis added)  24 
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Q. Will the Company’s proposed residential service charge increase from $7.50 to 1 

$9.00 significantly affect the composition of customers’ bills regarding fixed 2 

versus consumption (kWh) based charges? 3 

A. No.  The majority of the revenue collected from residential customers will continue 4 

to come from rates dependent on usage.  Exhibit A-16, Schedule F7 shows how much 5 

of a Rate Schedule D1 Residential Service bill, excluding surcharges, is due to fixed 6 

and variable charges, under the Company’s current and proposed rates for (1) a 7 

customer who consumes 600 kWh per month, and (2) a customer who consumes 300 8 

kWh per month.  For some historical perspective, the exhibit also shows the 9 

associated data for D1 rates approved in Case No. U-15244, which was the 10 

Company’s general rate case in which the customer service charge was initially 11 

established, at a level of $6.00. 12 

 13 

The exhibit shows that for a 600 kWh per month customer, the Company’s proposal 14 

to modify the service charge increases the proportion of the bill due to fixed costs 15 

from 8% to 9%, meaning that 91% of the customer’s bill is still due to variable kWh 16 

charges.  For a 300 kWh per month customer, the Company’s proposal to modify the 17 

service charge increases the proportion of the bill due to fixed costs from 15% to 18 

17%, meaning that 83% of the customer’s bill is still due to variable kWh charges 19 

(lines 36, 37).  The exhibit also shows that when the D1 service charge was initially 20 

established at $6.00 in Case No. U-15244, that the proportion of a D1 customer’s bill 21 

due to fixed costs was 9% for a 600 kWh per month customer and 17% for a 300 22 

kWh per month customer.  Therefore, the proposed residential service charges in this 23 

case would result in a proportion of customers’ bills due to fixed costs for the 24 

examples shown in the exhibit that are very close to the proportions that existed when 25 
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the service charges were initially established in Case No. U-15244.  In summary, 1 

Exhibit A-16, Schedule F7 shows that although the portion of the bill attributable to 2 

fixed charges marginally increases under the Company’s proposal from current 3 

levels, for the examples provided, a D1 customer’s bill is still significantly (83% - 4 

91%) driven by variable versus fixed charges.   5 

 6 

This notion can be further illustrated from Exhibit A-16, Schedule F3, page 2 and 3, 7 

which shows the D1 present and proposed rates and revenues.  Revenue from 8 

consumption (kWh) based charges accounts for over 90% of the total D1 revenue, 9 

under both present and proposed rates.  10 

 11 

Q. Will you please describe Exhibit A-16, Schedule F4? 12 

A. This exhibit shows a comparison of typical monthly bills by rate schedule based on 13 

present and proposed rates.  For each rate schedule, the exhibit calculates the amount 14 

of a bill under existing rates and proposed rates across a broad range of energy 15 

consumption levels.  The difference is representative of the impact of the proposed 16 

rate changes. 17 

 18 

Proposed Residential Tariff Changes 19 

Q. Can you please describe Exhibit A-16, Schedule F10 Revised? 20 

A. This exhibit contains the proposed residential rule and tariff sheet changes which 21 

result from the pricing changes described above and language modification described 22 

below.  23 
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Q. Is the Company proposing any tariff modifications in addition to the proposed 1 

price changes discussed above? 2 

A. Yes.  The Company is proposing the following tariff modifications/additions: 3 

 Additional language to clarify what rate applies when there is missing interval 4 

data. 5 

 Modification to the Company’s line extension policy 6 

 A new Weekend Flex Pilot provision on Rate Schedule D1  7 

 A new Fixed Bill Pilot provision on Rate Schedule D1 8 

 Distributed Generation Tariff (Rider 18) 9 

 10 

Q. What additional language is being proposed to clarify what rate applies when 11 

there is missing interval data? 12 

A. The Commission approved billing rule language in its November 21, 2017 Order in 13 

Case No. U-18120.  Section R 460.113(2) of those rules states a utility shall outline 14 

in its tariff a process that addresses missing or invalid usage data affecting the amount 15 

billed to a customer that ensures the amount billed during the billing period is 16 

appropriate, and R 460.113(6) states a utility shall not use estimated meter reads to 17 

deny residential customers the benefit of lower-tiered rate, if available.  The 18 

Company is already in compliance with these rules.  However, I am proposing to add 19 

the following language to Section C4.5 of its tariff book, to clarify its already-existing 20 

practice: “In the event that a customer’s hourly usage data is not retrievable, such 21 

usage for the billing period shall be applied to the lowest hourly rate in the 22 

customer’s current rate schedule, should the customer be on a time of use based 23 

rate.” 24 
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Q. What additional language is being proposed to the Company’s line extension 1 

policy? 2 

A. The Company is modifying Section C6.5 (c) (4) to reflect that costs associated with 3 

the relocation of Company facilities to accommodate load additions, will be treated 4 

the same as other line extension costs associated with the load addition.  The new 5 

language added is consistent with Consumers Energy Company’s tariff, Section C1.6 6 

A.  7 

 8 

Q. What new residential pilot provisions on D1 is the Company proposing in this 9 

case? 10 

A. As directed and supported by Witness Clinton, I have added a Weekend Flex Pilot 11 

provision and a Fixed Bill Pilot provision language to Rate Schedule D1. 12 

 13 

Q. How were the additional fixed monthly charges for the Weekend Flex Pilot 14 

provision developed? 15 

A. As directed and supported by Witness Clinton, I developed the Weekend Flex Pilot 16 

provision additional fixed monthly charges as shown in Exhibit A-16, Schedule F8.  17 

Column (a) of this exhibit shows the seven customer tranches, as directed by Witness 18 

Clinton.  Column (b) shows the annual average weekend usage (kWh) for each 19 

customer tranche.  Witness Farrell supplied me with the annual average weekend 20 

usage for each customer tranche, including the anticipated load shift.  Column (c) 21 

then calculates the annual revenue to be recovered through the Weekend Flex Pilot 22 

fixed charge, by using the proposed D1 consumption-based (kWh) rates, and the 23 

usage shown in column (b).  Column (d) then calculates the monthly Weekend Flex 24 

fixed charges, by dividing column (c) by 12.  Columns (c) and (d) reflect the fixed 25 
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charge using the proposed D1 rates with a non-capacity rate that is TOU based, and 1 

columns (e) and (f) reflect the annual revenue to be recovered through the Weekend 2 

Flex Pilot fixed charge and the fixed monthly charge, respectively, using the 3 

proposed D1 rates utilizing the existing rate structure (a flat per kWh non-capacity 4 

charge).  The tariff that is contained in Exhibit A-16, Schedule F10 Revised, utilizes 5 

the pricing that results from the existing D1 rate structure.  The Company proposes 6 

that these rates be used until such time that the D1 TOU rate structure is implemented, 7 

at which point the rates in column (d) should be implemented for Weekend Flex.       8 

 9 

Proposed Distributed Generation Tariff 10 

Q. Is the Company proposing a new distributed generation program Rider in this 11 

case? 12 

A. Yes.  Exhibit A-16, Schedule F10 Revised contains the Company’s proposed Rider 13 

18, Distributed Generation Program.  I designed this tariff as instructed and supported 14 

by Witness Serna. 15 

 16 

Q. Can you please explain the charging components of the new Rider 18? 17 

A. As discussed and supported by Witness Serna, the new Rider utilizes an 18 

“inflow/outflow” pricing mechanism, with a System Access Contribution (SAC) 19 

charge, as described below. 20 

 21 

Q. Can you please explain the inflow and outflow charging components of the new 22 

Rider 18? 23 

A. For all energy which a Distributed Generation Program customer (DG customer) 24 

inflows (i.e. receives from the Company), the customer will be charged the full retail 25 

rate of the rate schedule the customer is attaching the rider to.  So, for instance, a Rate 26 
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Schedule D1 customer would pay the D1 retail rate for all inflow. 1 

 2 

 For all energy that a DG customer outflows (i.e. sends on to the Company’s 3 

distribution system), the DG customer will receive a credit.  The outflow credit is the 4 

monthly average real-time locational marginal price for energy at the DTE Electric-5 

appropriate load node.  Outflow credits can be used in each billing period to offset 6 

power supply charges of the bill.  Should the outflow credits accumulated in a billing 7 

period exceed the power supply portion of a customer’s bill, the excess credit amount 8 

will be banked and be able to be used in future billing periods to offset power supply 9 

charges.  Credit balances will be carried forward indefinitely.  If a customer ceases 10 

to participate in the Distributed Generation Program, any remaining credit balance 11 

will be forfeited. 12 

 13 

Q. Can you please explain how the proposed Rider 18 SAC charge was calculated? 14 

A. The SAC is a monthly per kW of installed nameplate capacity charge.  The proposed 15 

SAC charges per kW of installed nameplate generation on the customer’s site is 16 

calculated on Exhibit A-16 Schedule, F9.  Lines 1, 2, and 3 of the exhibit show annual 17 

average kWh of inflow, outflow, and generation based on 2017 historic customer data 18 

for customers with generation meters.  Using this data, line 4 calculates the amount 19 

of annual average on-site usage, including energy inflowed and generation used on 20 

site.  As part of the residential and secondary commercial distribution rate design, the 21 

Company in this case (and in past cases) is moving toward universal consumption 22 

based (kWh) distribution charges for all residential secondary customers, and for all 23 

commercial secondary customers with a per kWh distribution charge.  The Company 24 

is doing this gradually, capping the distribution charge increase for any rate schedule 25 
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in each rate case.  Line 5 of Exhibit A-16, Schedule F9 shows the universal 1 

distribution charge that would exist if all residential secondary paid the same 2 

distribution charge, and if all commercial secondary customers paid the same 3 

distribution charge.  Using these charges, line 6 calculates the total average DG site 4 

distribution revenue requirement, and line 7 calculates the amount of distribution 5 

revenue that would result from the total average inflow.  The difference between 6 

these two values (line 6 less line 7) is shown on line 8, which represents the annual 7 

distribution revenue deficiency.  Line 9 reflects the monthly distribution revenue 8 

deficiency.  Line 10 shows the average installed nameplate capacity ratings, based on 9 

the same customers used to gather the inflow, outflow, and generation data.  Line 11 10 

then calculates the monthly SAC per kW of installed nameplate capacity.  Separate 11 

SAC charges are developed for residential secondary DG customers and commercial 12 

secondary DG customers.   13 

 14 

Q. What rate schedules would the proposed Rider 18 SAC be applied to? 15 

A. The SAC would apply only to DG residential and commercial secondary customers 16 

on a rate schedule which has distribution charges based on kWh consumption.  In 17 

other words, customers on rate schedules with demand based distribution rates would 18 

not be subject to the SAC, as demand charges more appropriately recover distribution 19 

costs. 20 

 21 

Q. Can you please describe Exhibit A-16, Schedule F10.1? 22 

A. The Commission’s April 18, 2018 Order in Case No. U-18383 stated that in any rate 23 

case filed after June 1, 2018, utilities must file the Distributed Generation 24 

Inflow/Outflow tariff attached to that Order (the required tariff was attached to the 25 
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Order as Exhibit A).  The Company’s Exhibit A-16, Schedule F10.1 fulfils that 1 

obligation.  This exhibit contains some redline changes made by the Company to the 2 

tariff included in Case U-18383 as Exhibit A.  The redline changes were made to (1) 3 

conform with DTE’s general tariff structure (headings, numbering, etc), (2) to fill in 4 

some placeholders that were in the required tariff, as they are now known (e.g. case 5 

number and dates), (3) add clarifying language and proper references to Company’s 6 

existing rate book and IEEE standard, and (4) to include the Company’s proposed 7 

outflow compensation method, which in Exhibit A to the Commission’s U-18383 8 

Order stated would be determined in a contested case proceeding. 9 

 10 

Q. Is the Company requesting approval of the Distributed Generation tariff filed 11 

as Exhibit A-16, Schedule F10.1? 12 

A. No.  The Company has only included the tariff as shown on Exhibit A-16, Schedule 13 

F10.1, in compliance with the Commission order mentioned above.  The Company 14 

does not support the approval of the tariff contained in Exhibit A-16, Schedule F10.1.  15 

The Commission’s Order in Case No. U-18383 stated utilities may also file their own 16 

distributed generation tariff, which the Company has done in this case.  The Company 17 

is requesting approval of its DG Program tariff which is included as part of Exhibit 18 

A-16, Schedule F10 Revised.   19 

 20 

Q.  What changes to the Inflow/Outflow tariff attached to the Commission’s Order 21 

in Case No. U-18383 as Exhibit A, is the Company proposing as part of its DG 22 

Program tariff? 23 

A. Other than changes related to pricing, the Company is generally in agreement with 24 

the tariff attached to the Commission’s Order in Case No. U-18383.  The changes 25 
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proposed by the Company to the tariff can be seen by comparing the Company’s 1 

proposed Rider 18 contained in Exhibit A-16, Schedule F10 Revised, to Exhibit A-2 

16, Schedule F10.1.  The Company’s proposal contains different charging component 3 

mechanics, which are described in my testimony above, and other changes resulting 4 

from language that was unclear, or needed further support.  These changes include: 5 

 Eliminating the language associated with unused credits at termination, and 6 

replacing with the Company’s proposal. 7 

 Added language stating, that Company approval is required for any subsequent 8 

changes in the interconnection configuration before those changes are allowed.  9 

Similar language is contained in the Company’s current net metering tariff 10 

(Rider 16), and it is the Company’s position such language is reasonable and 11 

should be included in the new Rider 18. 12 

 Added language to clarify that for any generation additions to existing customer 13 

sites who are billed under Rider 16, the entire site load will be subject to the 14 

new DG tariff. 15 

 16 

Q. Is the Company proposing any changes to its existing net metering tariff, Rider 17 

16? 18 

A. Yes, additional language is proposed to be added to Rider 16, to state it will be 19 

unavailable for new customer on-site generation after the new Distributed Generation 20 

Program (Rider 18) is implemented.  This is reflected in Exhibit A-16, Schedule F10 21 

Revised. 22 

 23 

Q. Are you proposing any other tariff modifications? 24 

A. Yes, the Company is proposing to modify the language of its Rider DG, which is an 25 
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existing separate rider from the Company’s proposed Rider 18.  The Company 1 

proposes to modify the Rider DG language such that going forward it would not apply 2 

to renewable resources, as those resources are addressed by the proposed Rider 18.  3 

As dictated by the law (See 2016 Public Act 341 Section 6a(14) and Public Act 342) 4 

and the Commission’s Order in Case No. U-18383, customer owned renewable 5 

distributed generation will be covered by the already-existing Rider 16 and the 6 

Company’s proposed Rider 18. 7 

 8 

Q. Does this complete your direct testimony? 9 

A. Yes, it does. 10 
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Q. Will you please state your name business address and by whom are you 1 

employed? 2 

A. My name is Philip W. Dennis.  My business address is: One Energy Plaza, Detroit, 3 

Michigan 48226.  I am employed by DTE Energy Corporate Services, LLC within 4 

Regulatory Affairs as Manager, Regulatory Economics. 5 

 6 

Q. Did you file direct testimony in this proceeding on behalf of DTE Electric 7 

Company (DTE Electric or Company)? 8 

A. Yes, I did. 9 

 10 

Q. What is the purpose of your rebuttal testimony? 11 

A. The purpose of my rebuttal testimony is to respond to certain positions taken by 12 

MPSC Staff (“Staff”), Environmental Law & Policy Center, the Ecology Center, the 13 

Solar Industries Association, and Vote Solar (“ELPC”); Michigan Environmental 14 

Council, Natural Resource Defense Council, and Sierra Club (“MEC”); Great Lakes 15 

Renewable Energy Association (“GLREA”); and Soulardarity testimony regarding 16 

the Company’s proposed Rate Schedule D1, Rider DG, Rider 16, Rider 18, and rate 17 

impact.  Specifically, with respect to Rider 18, I will comment on the application of 18 

the outflow credit to customer bills; the appropriateness of using Rate Schedule D1.2 19 

to establish the outflow credit; cost basis for the SAC charge; and miscellaneous 20 

recommendations to the tariff.  I will also provide a calculation of the capacity credit 21 

associated with taking service under Rate Schedule D1.8.  The absence of a 22 

discussion of other matters in my testimony should not be taken as an indication that 23 

I agree with all other aspects of intervenor testimony.  The narrow focus of my 24 

testimony is instead, a consequence of focusing on priority issues within the available 25 
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resources. 1 

 2 

Q. Are you sponsoring any rebuttal exhibits? 3 

A. Yes.  Please see Exhibit A-42, Schedule FF1, Schedule FF2, and Schedule FF3.  4 

 5 

Q. Were these exhibits prepared by you or under your direction? 6 

A. Yes.   7 

 8 

Rebuttal Addressing Rate Schedule D1 (“D1”) 9 

Q. On page 8 of his direct testimony regarding the Company’s proposed Rate 10 

Schedule D1 non-capacity summer on peak rates, Staff Witness Revere states, 11 

“the Company maintained the current structure for capacity charges.  This is 12 

inappropriate. It is more appropriate to apply the same on and off peak 13 

definitions to the capacity charge as the non-capacity charge, rather than 14 

maintain the inappropriate and unnecessary current structure.”  Does the 15 

Company agree?  16 

A. No.  The Commission’s April 18, 2018 Order in the Company’s last rate case, Case 17 

No. U-18255 stated on page 82, “the Commission directs DTE Electric, in its next 18 

general rate case filing, to include proposed tariffs for non-capacity charges based 19 

on summer on-peak rates.” (emphasis added).  That same Order explicitly rejected 20 

Staff’s proposal to convert the D1 power supply capacity rates to a summer on-peak 21 

structure (“the Commission agrees with the ALJ’s recommendation to retain the 22 

current rate design for capacity charges.” (4/18/18 U-18352 Order, p 81)) Mr. Revere 23 

does not add any new arguments for his position to include on and off peak capacity 24 

rates.  Thus, the Company’s proposal to only convert the D1 non-capacity charges to 25 
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a summer on-peak structure, as opposed to both the non-capacity and capacity 1 

charges, is in line with Commission’s Order in Case No. U-18255.   2 

 3 

Q. On page 8 of his direct testimony, Mr. Revere states, “In the alternative, Staff 4 

recommends that the capacity rate be the same for the Summer on-peak and 5 

off-peak periods.”  Do you agree? 6 

A. The Company would not be opposed to this change.  Although no reason was given 7 

for Staff’s recommendation, the Company could agree with Mr. Revere’s alternative, 8 

that the capacity rate should be set to a flat per kWh charge, as opposed to the existing 9 

inverted block rate.  This change, which would take place at the same time as the new 10 

D1 rate structure becomes effective, would help simplify the rate for easier 11 

understanding for both customers and DTE’s internal Customer Service and 12 

Marketing staff. 13 

 14 

Q. Regarding the Company’s proposed Rate Schedule D1 non-capacity summer on 15 

peak rate, on page 8 of his direct testimony Staff Witness Revere states, “it is 16 

more appropriate to utilize the percentage differences in LMPs to guide the rate 17 

differential.” How do you respond? 18 

A. I do not agree with Mr. Revere’s proposal to use the percentage difference in LMPs 19 

to guide the rate differential.  Mr. Revere does not appear to provide reasoning as to 20 

why using the percentage difference is superior to using the Company’s proposed 21 

methodology of using the difference in LMPs in cents per kWh.  The Company’s 22 

proposed methodology provides a more accurate portrayal of the difference in LMP 23 

price – Mr. Revere’s methodology increases the differential beyond the actual LMP 24 

differential.  The increased differential calculated on a percentage basis, compared to 25 
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the actual price differential is further exacerbated by the fact that Mr. Revere provides 1 

this percentage differential not only to Staff’s proposed non-capacity rates, but also 2 

to its proposed capacity rates.  This results in Staff proposing a total on peak / off 3 

peak differential of approximately 3.7 cents, even though the actual LMP price 4 

differential per Staff, according to its own Exhibit S-16.2, is only 1.257 cents per 5 

kWh.  Staff’s proposed methodology thus results in a differential beyond the actual 6 

price differential, and therefore should not be adopted. 7 

 8 

Q. Do you have additional concerns related to Staff’s D1 rate design proposals 9 

discussed above? 10 

A. Yes.  Both of Mr. Revere’s D1 proposals described above, to convert the capacity 11 

charge to a time of use rate, and to use the percentage LMP differentials to determine 12 

the on peak / off peak differentials, result in an increased overall differential from 13 

what the Company proposed.  As stated in my direct testimony, the size of the on 14 

peak and off peak differential is an important consideration for customer acceptance, 15 

as this new rate structure will force approximately 1.9 million residential customers 16 

on to a time of use rate structure.  As the differential is increased, it could have a 17 

negative impact on customer acceptance/satisfaction and would increase revenue 18 

recovery risk.  Mr. Revere did not address or provide support for either of these points 19 

in his testimony.  Mr. Revere’s proposal did not support or account for the effect on 20 

shifting residential customer usage between on and off peak.    21 

 22 

Q. Mr. Revere in his direct testimony states his proposed rate structure for D1 in 23 

this case is, “consistent with Staff’s proposal in the current Consumers Energy 24 

electric general rate case, MPSC Case No. U-20134” (Revere direct, p. 8).  Can 25 

3884



P. W. DENNIS 
Line U-20162 
No. 

PWD Rebuttal - 5 

you please comment? 1 

A. There is an important difference between the proposals in this case and Consumers 2 

current general rate case which was not addressed.  Consumers chose to propose in 3 

its direct testimony to convert its standard residential capacity and non-capacity 4 

charges to a time of use rate structure.  In doing so, it assumed that its proposed rates 5 

would result in residential customers shifting 14% of usage, from on-peak to off -6 

peak (see Case No. U-20134 Direct Testimony of Collins, 5T 1563).  In Consumers 7 

case, Staff proposed residential time of use rates for capacity and non-capacity rates 8 

with a total differential of approximately 4.6 cents per kWh (See Case No. U-20134 9 

Direct Testimony of Isakson and his Exhibit S-6, Schedule F-3 page 1).  Staff 10 

reflected Consumer’s proposed 14% shift in its proposed rate design as well, and in 11 

fact in rebuttal defended the merits of the 14% shift, stating, “the total cumulative 12 

change in billing determinants for any particular rate should be considered when 13 

designing rates.”  (See Case No. U-20134 Staff Exhibit S-6, Schedule F-3 page 1, 14 

and Rebuttal Testimony of Isakson, 6T 2339-40).  DTE Electric, as I stated in my 15 

direct testimony in this case, did not include any such usage shift into its rate design, 16 

in part because of the differential the Company proposed (1 cent per kWh).  However, 17 

as explained above, Staff has proposed a differential that is almost four times this 18 

amount, and yet in doing so, did not address how the proposed differential would 19 

affect usage.  Thus, Mr. Revere’s proposal is inconsistent with Staff’s position taken 20 

in Case No. U-20134 and if any differential is ordered different than what the 21 

Company projected, a load shift should have been analyzed and included in the 22 

design of rates, or the Company may be subject to under recovery.  Since no party 23 

has supported on the record a forecast of the load shift that may result from a larger 24 

on / off peak differential, the Company’s proposal as-filed in this case should be 25 
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adopted. 1 

 2 

Rebuttal Addressing Standard Contract Rider DG 3 

Q. Staff Witness Baldwin on page 9 of her direct testimony does not support the 4 

Company’s proposed modification to its existing Rider DG to limit the 5 

applicability on a going forward basis, to non-renewable types of generation.  6 

How do you respond? 7 

A. In support of her proposal to reject this modification, Ms. Baldwin seems to rely on 8 

the applicability provision of Rider DG which makes it available for projects that 9 

might not qualify under Rider 16, or Rider 18 (due to sizing), and she states that Staff 10 

sees no prohibition against additional tariff offerings for customer-owned renewable 11 

generation (Baldwin Direct, p 10). While Ms. Baldwin, to the best of my knowledge, 12 

is correct that there is no explicit prohibition against additional tariff offerings for 13 

customer-owned renewable generation, the Company would note that there is no 14 

requirement for the Company to offer additional tariff offerings either.  In addition, 15 

2016 Public Acts 341 and 342 contain explicit direction on creating a distributed 16 

generation program and tariff for customer-owned renewable energy.  As stated by 17 

Ms. Baldwin, the law outlines specific provisions on which customer-owned 18 

renewable generation resources qualify for a distributed generation program; the 19 

Company should not be required to go above and beyond the law and provide 20 

additional programs.  In addition, the distributed generation program defined in 2016 21 

Public Act 342 specifically limits the capacity that can participate in a DG program 22 

to no more than 1% of the average in-state peak load for preceding 5 calendar years 23 

(see MCL 460.1173(3)).  If the Company is forced to also provide additional 24 

renewable energy distributed generation tariffs, any distributed generation capacity 25 
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signing up for the alternative tariffs should be taken into account when determining 1 

if the Company has reached this limit. 2 

 3 

Q. If the Commission adopts the Company’s Rider DG proposal discussed in your 4 

revised direct testimony (page 23, line 24 through page 24 line 7), would any 5 

existing customer be harmed? 6 

A. No.  As of October 31, 2018, there were only six customers, all of which have 7 

renewable generation, taking service on this rider.  As stated in my revised direct 8 

testimony, they would be grandfathered on this rider if they so choose, or they could 9 

move to Rider 18 since all six customers appear to meet the generation size limitation 10 

to qualify. 11 

 12 

Q. On page 10 of her direct testimony, Ms. Baldwin suggests renaming Rider DG 13 

to avoid confusion with the Company’s new DG tariff. Do you agree? 14 

A. Yes, I think that is a good idea.  Whether or not the Commission agrees with the 15 

Company’s proposed modification to Rider DG, it should be renamed to avoid 16 

confusion with DTE Electric’s new DG tariff being proposed in this case.  The 17 

Company suggests Rider DG be renamed to “Rider 14”. 18 

 19 

Rebuttal Addressing Standard Contract Rider 18 Outflow Credit 20 

Q. What is Staff’s proposal regarding establishing a price for distributed 21 

generation outflow credit? 22 

A. Staff Witness Ozar on page 26 of his testimony, proposes to set outflow 23 

compensation at the power supply component of the DG customer’s retail rate, 24 

excluding transmission.  In support, he states, it “avoids the subsidy related to NEM 25 

3887



P. W. DENNIS 
Line U-20162 
No. 

PWD Rebuttal - 8 

which is the inclusion of the distribution charge (of the underlying sales rates 1 

schedule) in the outflow compensation formula.” 2 

 3 

Q. Do you agree with Staff’s proposal? 4 

A. No.  As further explained by Company Witness Serna, the Company continues to 5 

support setting the outflow credit to the LMP.   6 

 7 

Q. Do any other Staff witnesses discuss the outflow credit? 8 

A. Not directly.  However, on page 7, Ms. Baldwin makes a statement that the outflow 9 

credit should apply to the entire bill. 10 

 11 

Q. Are Witness Ozar and Witness Baldwin’s positions regarding the outflow credit 12 

consistent? 13 

A. No.  As mentioned above, Mr. Ozar admits that crediting distribution related costs 14 

was a subsidy under the previous net metering rules, yet Ms. Baldwin would continue 15 

that practice by allowing credits to offset the entire bill (or both power supply and 16 

distribution).  Specifically, Mr. Ozar states, “For this initial case, it is reasonable for 17 

the Commission to set outflow compensation at the power supply component of the 18 

DG customer’s retail rate, excluding transmission. This approach is simple, 19 

understandable to customers, creates a close connection between the new 20 

compensation rates under the Inflow/Outflow billing method and existing 21 

compensation under NEM, and yet avoids the primary subsidy related to NEM 22 

which is the inclusion of the distribution charge (of the underlying sales rate 23 

schedule) in the outflow compensation formula.” (Page 26, emphasis added) 24 

 25 
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Q. How could the outflow credit based on power supply less transmission exceed 1 

the total power supply portion of a customer’s bill? 2 

A. The Company has several rate schedules where the power supply charges vary 3 

dependent on billing period and time of day.  Under Staff’s proposal, these customers 4 

could accumulate outflow credits in excess of power supply costs and thus could be 5 

used to offset distribution charges.  For example, Exhibit A-42, Schedule FF1, 6 

illustrates how a customer taking service under the Company’s proposed rates for 7 

Residential Time of Day Service Rate Schedule D1.2 (D1.2) could offset both power 8 

supply and distribution costs. 9 

  10 

The Exhibit shows a simplified bill calculation of a D1.2 customer with Rider 18 11 

using the Company’s proposed D1.2 rates and Staff’s proposed Rider 18 12 

methodology (bill reflects June-October pricing, and excludes surcharges).  It 13 

assumes an on peak inflow of 100 kWh, an on peak outflow of 400 kWh, an off peak 14 

inflow of 400 kWh, and an off peak outflow of 100 kWh.  Pursuant to Staff’s 15 

proposal, the outflow credits are set equal to the power supply component of the D1.2 16 

rate, less Staff’s proposed D1.2 transmission rate.  The Exhibit shows on line 22 that 17 

the total outflow credit is over $73, which offsets the entire power supply component 18 

of the bill (approximately $42 on line 14), and a major portion of the distribution 19 

component of the bill (line 18).  The total bill in this example falls to $7.88 (line 23), 20 

which is less than even the Company’s proposed service charge of $9.00 (line 16). 21 

This illustrates why the Company’s proposal to set the outflow credit equal to LMP 22 

and limit the application of outflow credit to the power supply component of a 23 

customer’s bill is reasonable; if it is not, a DG customer could just select whichever 24 

retail rate will maximize the outflow credit and potentially offset significant amounts 25 
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of distribution charge.   1 

 2 

Q. ELPC Witness Kenworthy on page 46 of his direct testimony states, “the outflow 3 

credit could be based on the full Power Supply Charge in the Residential Time 4 

-of-Day Service Rate D1.2.”  How does the Company respond? 5 

A. This proposal should be denied.  As explained in the previous response, this would 6 

result in Rider 18 customers being able to offset distribution charges with outflow 7 

credits.  As shown on page 47 of Mr. Kenworthy’s testimony, his proposal could 8 

result in Rider 18 customers being compensated for outflow at a rate above 17 cents 9 

per kWh.  However, if the Commission determines the outflow credit should be equal 10 

to the power supply component of the Rate Schedule that Rider 18 it is attached to, 11 

the Company reiterates the applicability of outflow credits should at least be limited 12 

to the power supply portion of the customer’s bill, as the Company proposed, and as 13 

discussed above, to ensure outflow credits cannot be used to offset distribution 14 

charges. 15 

 16 

Q. What other deficiencies are associated with Mr. Kenworthy’s recommendation? 17 

A. Mr. Kenworthy’s testimony goes on to state D1.2 rates are approved by the 18 

Commission as cost based and thus accurately represent the value of power supply 19 

delivered to the utility (p. 48) and since it’s a time-based rate it also provides a more 20 

accurate measure of the energy, capacity and other cost-based values.  I disagree with 21 

the suggestion that the D1.2 on and off peak rates accurately represents the value of 22 

outflow delivered to the utility.  It is true that the D1.2 power supply rates are cost 23 

based in the aggregate, as they are designed to recover the amount of power supply 24 

revenue consistent with the Company’s Cost of Service Study.  However, Rate 25 
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Schedule D1.2 is a time of use rate that was designed to incent customers to shift 1 

usage from the on peak period to the off peak period – thus, the rate was not designed 2 

to accurately portray the actual cost difference between a kWh being used at 11:00 3 

a.m. – 7:00 p.m. versus 7:00 p.m. – 11:00 a.m.  In addition, the D1.2 rates were 4 

certainly not designed to accurately reflect what DG customers should be 5 

compensated for outflow.   6 

 7 

Q. Staff Witness Revere on page 9 of his direct testimony references his Exhibit S-8 

16.3 which calculates the transmission unbundled rates for use in Staff’s 9 

proposed DG tariff, and states these rates should either be shown on individual 10 

tariffs, or included within the DG tariff, and recalculated each case to ensure 11 

appropriate DG compensation.  How does the Company respond? 12 

A. As discussed by Witness Serna, the Company continues to support its proposed 13 

outflow compensation method, as opposed to Staff’s proposed method.  However, 14 

should the Commission approve Staff’s proposed method, the Company supports the 15 

alternative whereby the transmission rates would appear only on Rider 18, as opposed 16 

to each individual rate schedule.  Including the transmission rates on each rate 17 

schedule would make each rate schedule more complex and become increasingly 18 

burdensome to manage by including the additional rates.  It may also suggest that the 19 

unbundled transmission rates should appear as a separate line item on all bills, which 20 

would similarly make bills more complex, and require the Company to reprogram its 21 

entire billing system. The additional complexity and efforts to reprogram the billing 22 

system are not justified to employ a charge to accommodate a relatively small subset 23 

of customers.  If Staff’s outflow credit methodology is approved, the transmission 24 

rates should be shown on the DG tariff, and those transmission rates should be 25 
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subtracted from the power supply rate to determine the outflow credits for Rider 18 1 

customers.  The Company agrees with Staff that, if their proposal is accepted, the 2 

transmission rates should be recalculated in each general rate case.   3 

 4 

Q. Staff Witness Baldwin on page 8 of her direct testimony states “Staff does not 5 

support the Company’s Rider 18 provision requiring customers who terminate 6 

participation in the DG program to forfeit unused outflow credit.”  How does 7 

the Company respond?  8 

A. As reflected on Ms. Baldwin’s Exhibit S-11.1, the Company explained that if 9 

customers who terminate from the program could “cash out” any remaining outflow 10 

balance when service terminated, any limitation to offset only certain charges (such 11 

as power supply only) would essentially be null.  Upon further reflection, the 12 

Company would only apply this provision to customers moving out of their residence.  13 

If a customer remained at their same residence, the Company would agree they 14 

should be able to use their credit banks to offset the power supply portion of their bill 15 

for up to twelve months.  Based on the proper sizing of a customer’s DG, compared 16 

to their internal usage, as well as the Company’s outflow proposal in this case, the 17 

Company’s revised proposal should be sufficient for customers who remain at their 18 

residence to use up their entire bank value by offsetting power supply costs.   19 

 20 

Q. Similar to Staff’s concerns, other intervenors also disagree with the Company’s 21 

proposal that if a customer ceases to participate on Rider 18, then any remaining 22 

outflow credit balance be forfeited.  Intervenors used such language as 23 

confiscating credits (MEC witness Rábago p. 54), needlessly harmful (ELPC 24 

witness Lucas, p. 36), confiscatory, inequitable, and unjustifiable (GLREA 25 
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witness Crandall p. 14), and “illegal seizure” (GLREA witness Rafson, p. 11). 1 

Does the Company agree with any of these intervenors’ characterizations of its 2 

proposal? 3 

A. No.  Again, as explained above, if a limit is put on the applicability of the outflow 4 

credit, then a customer should not simply be allowed to collect any remaining outflow 5 

credit upon ceasing to participate in Rider 18.  If they were, the limitation is 6 

effectively null.  It is not confiscating, needlessly harmful, or illegal seizure, to not 7 

compensate a customer for credits that are in excess of the amount that is allowed to 8 

be offset with the credit.   9 

 10 

Q. In Company Witness Serna’s rebuttal testimony, he discusses the disagreements 11 

between the Company and other intervenors with respect to the outflow credit.  12 

He then suggests an alternative structure where DG customers who also sign up 13 

for the Company’s Dynamic Peak Pricing rate product (Rate Schedule D1.8) 14 

could receive a capacity credit.  Mr. Serna is recommending that the MISO 15 

Planning Resource Auction (PRA) be utilized.  How would the annual PRA be 16 

reflected as a capacity credit on a per kWh?  17 

A. As shown on Exhibit A-42, Schedule FF3, I’ve calculated the per kWh capacity credit 18 

using the 2018 PRA which would apply to Rider 18 customers who also sign up for 19 

the Company’s Rate Schedule D1.8.  This rate will be updated following the annual 20 

PRA, to be effective June 1. 21 

 22 

Q. What modifications are necessary to Rate Schedule D1.8 to incorporate the 23 

capacity credit discussed above? 24 

A. The first change would be to modify the availability of service.  The new language is 25 
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shown in italic and underline.  “Service under this rate may not be combined with 1 

any other tariff, rider, or separately metered service, except for Rider 18.” Second, I 2 

would add a section at the end of tariff with the heading “SPECIAL TERMS AND 3 

CONDITIONS.”  The following language would be inserted:  “For customers taking 4 

service under Rider 18, customers shall receive a per kWh capacity credit for outflow 5 

during the on-peak and critical peak hours based on the following formula: 6 

 7 

(Auction Clearing Price) x (365 Days) x (40% Capacity Credit (MW)) 8 

((1MW) x (15% Solar Capacity Factor) x (8760 hours) ) 9 

 The resultant rate in mWh, would then be divided by 1,000 to determine a rate per 10 

kWh 11 

 The capacity credit will be updated annually following the MISO capacity auction 12 

which takes place in March, with the clearing price being updated for the next twelve 13 

months beginning June 1st of each year. 14 

 15 

Rebuttal Addressing Standard Contract Rider 18 SAC Charge 16 

Q. Staff Witness Krause, in his direct testimony on page 5, argues the SAC acts as 17 

an infinite ratchet as the amount of costs associated with a certain group of 18 

customers are locked in to what they would have been without a demand 19 

reduction, and thus is unfair.  Is this accurate? 20 

A. The SAC charge value is not “infinite”; it would be recalculated based on updated 21 

cost and usage data with each rate case.   22 

 23 

Q. Mr. Krause goes on to state if the SAC included a demand based component, it 24 

would be a better solution to the problem than a proposed fixed charge based 25 
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on imputed use (p. 11). How does the Company respond? 1 

A. While proposing demand charges for customers may be something the Company 2 

proposes in the future as the Company completes its AMI rollout, the Company did 3 

not include a demand based proposal in this case as we would prefer to run pilot 4 

programs before implementing such a proposal.  Thus, without the SAC charge, Rider 5 

18 customers will avoid paying distribution costs, which represents a continuation of 6 

the subsidy that the new tariff is intended to address.    7 

 8 

Q. Staff Witness Krause, in his direct testimony on pages 5-6, argues that the SAC 9 

is generic for each customer within the class and does not reflect specifics of each 10 

customer, thus divorcing the charge completely from any given customer’s 11 

actual use of the system.  Do you agree? 12 

A. The SAC charge is dependent on each DG customer’s installed capacity, and thus, 13 

would not be completely the same for each customer.  The Commission has approved 14 

numerous charges that are fixed in nature (for example, the Service Charge).  In 15 

addition, all the Company’s rates are based on averages to some extent.  Rates are 16 

not designed for each individual customer separately based on their specific use of 17 

the system.   18 

 19 

Q. Mr. Krause utilizes a hypothetical example of “Customer-All” and “Customer-20 

Zero” on pages 6-9 to support his position that the SAC is divorced from the 21 

customer’s use of the system.  How does the Company respond? 22 

A. In Mr. Krause’s hypothetical examples, “Customer-All” inflows all electricity used 23 

on site and exports all energy generated, and “Customer Nothing” will consume all 24 

their generation on site, never having any inflow our outflow.  First, although I realize 25 
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these examples are extreme and hypothetical, it is worth noting that it is near 1 

impossible that either of these scenarios would actually happen.  Mr. Krause argues 2 

that “Customer Nothing” has completely offset their need for the distribution system 3 

and would overpay the utility due to being subject to the SAC.  The Company 4 

disagrees with the notion that it would be feasible for DG customers to offset their 5 

need for the distribution system, but notes that if a customer was ever able to do so, 6 

they could completely disconnect from the Company’s system and receive no charges 7 

whatsoever from the Company.  If, however, “Customer-Nothing” is not willing to 8 

disconnect from the grid, because they do need to rely on the distribution system, 9 

then the SAC is warranted (and in fact, it could potentially be argued the SAC is 10 

under-charging them, given the SAC charge calculation assumes some generation 11 

will be outflowed).  As for “Customer All”, a customer would literally need to only 12 

consume electricity on-site when the generator was completely dormant, and likewise 13 

consume no electricity on-site whenever the generator was generating anything.  This 14 

scenario represents just a generator connected to the distribution system with none of 15 

its generation consumed for onsite usage, which is contrary to the logic of a 16 

distributed generation program.  Mr. Krause concludes that since he believes 17 

“Customer All” and “Customer Nothing” are overpaying for distribution, it seems 18 

reasonable to conclude all customers in between are also likely being overcharged 19 

for distribution and the amount of overcharge is equal to the SAC (Krause direct, pp. 20 

8-9).  This conclusion is unsupported as Mr. Krause is making an extrapolation 21 

without any data analysis based on observations of two extremes that are not feasible.  22 

But even if they were, as described above, the SAC is reasonable, and the Company 23 

does not calculate a different set of rates for each customer based on their specific 24 

individual characteristics – the Company calculates rates based on all customers 25 
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taking service pursuant to a given tariff.   1 

 2 

Q. Staff Witness Krause, on page 9 of his testimony, compares the Company’s 3 

proposed SAC charge to a standby charge, and states DG customers should not 4 

be required to pay a standby charge for power supply or distribution.  Does the 5 

Company agree? 6 

A. No.  The proposed SAC charge does not include any facets of power supply charges, 7 

and thus cannot be viewed as a power supply standby charge.  Under the Company’s 8 

proposal, the customer would be charged for power supply only for total inflow and 9 

incur no charge designed to represent power supply standby service.  As for 10 

distribution, Company Witness Serna’s direct testimony in this case discussed the 11 

deficiencies with variable distribution based rates by stating, “Volumetric pricing 12 

does not, on its own, adequately account for utility costs incurred on behalf of 13 

distributed generation customers.  It reasonably accounts for the variable power 14 

supply portion of costs but does not recover the demand investments made on the 15 

utility system. Distributed generation customers rely on these non-volumetric 16 

investments for safe and reliable electric service and the cost responsibility lies 17 

equally with traditional customers as well as distributed generation customers. (page 18 

59).   19 

 20 

Q. Staff Witness Krause, on page 9 of his testimony, supports that for distribution 21 

costs, the amount charged based on metered usage remains appropriate.  How 22 

do you respond? 23 

A. His example references that if a generator goes offline for the DG customer, the DG 24 

customer will be paying additional distribution charges because their usage will be 25 
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completely served by the utility.  While it is true that under the Company’s (and 1 

Staff’s) proposal that Rider 18 customers would pay the distribution rate for anything 2 

they inflow from the utility, this again does not address the avoidance of paying for 3 

fixed distribution costs as discussed in the previous answer.  In fact, Mr. Krause’s 4 

example illustrates why a charge like the SAC is reasonable.  The Company’s fixed 5 

distribution system must always be available to serve the DG customer if the 6 

customer’s generation system goes down and to balance, second by second, the 7 

changes in the intermittent generation from the distributed generation system. 8 

 9 

Q. ELPC Witness Kenworthy on page 19 of his testimony states, “to the extent that 10 

DTE’s proposed SAC charge is meant to compensate the utility for delivering 11 

the DG customer’s exported power, it represents a double-recovery of the 12 

utility’s costs to deliver the DG exports.”  ELPC Witness Lucas, on page 34 of 13 

his testimony, claims the Company “would be double charging for distribution 14 

services if it also charged a SAC to the DG PV customer.”  Do you agree? 15 

A. No.  The SAC charge would not compensate the Company for a DG customer’s 16 

outflow and does not represent double charging for distribution services.  The SAC 17 

charge was calculated by the Company utilizing on-site consumption, which does not 18 

include customer outflows (see Exhibit A-16, Schedule F9).  Under the Company’s 19 

Rider 18 proposal, no charge is designed to apply distribution charges to DG 20 

customers for outflow. 21 

 22 

Q. ELPC Witnesses Kenworthy (p. 32) and Lucas (pp. 30-34), MEC Witness Jester 23 

(pp. 54-55), Rábago (pp41-42), and GLREA Witness Crandall (p. 11) argue that 24 

the SAC is not supported by a COS Study.  How does the Company respond? 25 
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A. The SAC was designed to recover fixed costs of the distribution system for both 1 

residential and commercial secondary customers.  The distribution costs being 2 

recovered are developed by the Company’s cost of service witness Lacey (Exhibit A-3 

16, Schedule F-1.2).  Based on the revenue requirement for these classes, DTE 4 

Electric developed a cost based distribution charge.  This cost based distribution 5 

charge (line 5, Exhibit A-16, Schedule F9) was used in development of the SAC.  6 

Thus, although they may disagree with the concept of a SAC applied to Rider 18 7 

customers, to say that its development was not cost based, is incorrect.  See Exhibit 8 

A-42, Schedule FF2. 9 

 10 

Q. GLREA Witness Rafson (p. 8) claims the SAC “would be an unfair enrichment” 11 

to DTE.  How does the Company respond? 12 

A. I disagree.  As stated above, the SAC is designed using the Company’s distribution 13 

cost of service study (numerator) and the Company’s forecasted load (denominator).  14 

All else being equal, through the application of the SAC, the Company will recover 15 

its revenue requirement, nothing more or nothing less.   16 

 17 

Q. MEC Witness Rábago (p. 43) claims the SAC is for services the Company is not 18 

providing and since it’s designed based on nameplate capacity, this makes it not 19 

cost based.  Do you agree? 20 

A. No.  As stated by Company Witness Serna, in his direct testimony on pages 59 – 62, 21 

the SAC charge is designed to recover costs for fixed distribution services that are 22 

not avoided by the customer installing solar generation, and are not fully represented 23 

by the amount a DG customer inflows from the Company.  Also, as explained above, 24 

the Company does not design rates for individual customers; and customers on the 25 
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same tariff do not all have the same exact load characteristics.  Therefore, the 1 

Company calculates all of its rates based on averages, just like it did for the SAC. 2 

 3 

Rebuttal Addressing Other Standard Contract Rider 16 and Rider 18 Issues 4 

Q. Staff Witness Baldwin on pages 5-6 of her direct testimony stated the phrase, 5 

“and metered at a single point of contact” is duplicated in numbered paragraph 6 

(1), (2), and (3) on Original Sheet Nos. D-111.00 and D-112.0 of the Company’s 7 

proposed Rider 18, and that Staff recommends deleting the second reference in 8 

each numbered paragraph as reflected in her Exhibit S-11.0.  Does the Company 9 

oppose this proposal? 10 

A. The Company does not oppose deleting the phrase in the paragraphs in which it was 11 

repeated.  However, it appears the phrase, even though deleted in paragraph (1) on 12 

Sheet No. D-111.00 of Staff’s Exhibit S-11.0, was not repeated.  Thus, the Company 13 

agrees to Staff’s proposal to strike the language in paragraphs (2) and (3), but not in 14 

paragraph (1).  15 

 16 

Q. Staff Witness Baldwin, on pages 11-12 of her direct testimony, addresses the 17 

Company’s proposed Rider 16 changes and proposes that instead of limiting the 18 

tariff to customers with an approved application prior to an Order in this case, 19 

that it be limited to customers participating in the program prior to an Order 20 

being issued in this case.  How does the Company respond? 21 

A. I agree the Company’s use of the word “approved” can be misinterpreted.  I also 22 

believe that Staff’s suggestion to use the word “participating” without further context 23 

can also be misinterpreted.  Since I believe both the Company and Staff agree on the 24 

procedure for customers who would be going through the interconnection process 25 
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around the time of the Order in this case, I suggest that the language in Rider 16 be 1 

changed consistent with the Commission’s Order in Case No. U-18383 (pg. 17) as 2 

follows: 3 

 “This Rider is available only to customers with a completed application pending 4 

prior to April _____, 2019.” 5 

 6 

Q. Staff Witness Baldwin, on pages 9-10 of her direct testimony, proposed that if a 7 

participating net metering customer expands their system before the new DG 8 

Rider 18 goes into effect, the customer’s entire project should be grandfathered 9 

into net metering for an additional ten years.  How do you respond? 10 

A. I disagree.  The Company’s Commission-approved Rider 16, under CONTRACT 11 

TERM, clearly states, “Customers who enroll shall be eligible to participate for a 12 

single continuous period up to 10 years.”  (emphasis added) The 10-year period 13 

would not be a single continuous period if the customer was allowed to reset the term 14 

if expansions were made. 15 

 16 

 Also, MCL 460.1183 states, “(1) A customer participating in a net metering program 17 

approved by the commission before the commission establishes a tariff pursuant to 18 

section 6a(14) of 1939 PA 3, MCL 460.6a, may elect to continue to receive service 19 

under the terms and conditions of that program for up to 10 years from the date of 20 

enrollment. (2) Subsection (1) does not apply to an increase in the generation 21 

capacity of the customer's eligible electric generator beyond the capacity on the 22 

effective date of this section.” (emphasis added)  It is the Company’s position that 23 

Staff’s proposal would create a “loophole” for net metering customers to extend their 24 

service period on Rider 16 beyond what the law states.  Thus, a Rider 16 customer 25 
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should be able to expand their generation system and remain on Rider 16 only if it is 1 

done before Rider 18 goes into effect, but the ten-year period should remain based 2 

on when the customer first initiated Rider 16 service. 3 

 4 

Q. ELPC Witness Kenworthy, on pages 50-51 of his direct testimony, opposes the 5 

Company’s proposal that if existing customers participating on Rider 16 6 

increase their DG capacity then those customers will be subject to the terms and 7 

conditions of Rider 18 for all generation.  In addition, GLREA Witness Crandall 8 

on page 10 of his direct testimony claims the Company’s proposal on this matter 9 

is directly in conflict with PA 295 of 2008. How do you respond? 10 

A. First, as noted in my previous response, MCL 460.1183 clearly states the 11 

grandfathering provision related to net metering (Rider 16) does not apply to an 12 

increase in the generation capacity of a customer.  Furthermore, if Mr. Kenworthy is 13 

suggesting that some portion of the customer’s generation remain on Rider 16 while 14 

only the “new” portion be subject to Rider 18, his proposal should be denied.  It 15 

would be near impossible to attach Rider 16 and Rider 18 to the same service, as it 16 

would require both charging customers based on net inflow, and also, charging on 17 

total inflow and total outflow.  Given it is impracticable for both Riders to apply, any 18 

addition in capacity made after Rider 18 is implemented should mean that all the 19 

customer’s generation be subject to Rider 18, as MCL 460.1183 clearly states 20 

capacity additions are not to be grandfathered under net metering. 21 

 22 

 As for Mr. Crandall’s arguments, as discussed above, it is his proposal that conflicts 23 

with 2008 PA 295, as amended by PA 342 (see MCL 460.1183).    24 

 25 

3902



P. W. DENNIS 
Line U-20162 
No. 

PWD Rebuttal - 23 

Q. GLREA Witness Crandall, on page 8 of his testimony, states that a 25-40 year 1 

life term of contract for Rider 16 or Rider 18 would be reasonable, and GLREA 2 

Witness Rafson, on page 15 of his testimony, states customers who want to invest 3 

in solar are making a 25-40 year investment and would like the surety of stable 4 

rate structures.  How do you respond? 5 

A. These requests should be denied.  As described above, the 10-year, Rider 16 6 

participation limitation has been approved by the Commission and is explicitly 7 

defined in law.  Additionally, while the Company cannot be sure of what the GLREA 8 

means by the suggestion of surety of stable rates, the Company notes that Rider 16 9 

and Rider 18 customers should be subject to changes in rates approved by the 10 

Commission, just like every other customer. 11 

 12 

Q. In arguing against the Company’s SAC, MEC Witness Jester on pages 56 of his 13 

testimony uses an example of a hypothetical residential customer switching to 14 

LED lighting from incandescent and not paying for hypothetical avoided 15 

energy.  Is this an accurate comparison? 16 

A. No. DG customers use the Company’s electric system to both receive and export 17 

energy.  Energy efficiency and DG customers may reduce the amount of inflow from 18 

the utility, but energy efficiency customers reduce inflow in every instance that 19 

measure is utilized and truly consume less energy, whereas a DG customer reduces 20 

inflow only when on site generation is generating and the on-site generation does not 21 

reduce the amount consumed on site (i.e. the amount the Company must be ready to 22 

serve at any point in time).  The barrier to entry for customers wanting to partake in 23 

energy efficiency efforts is, in general, quite low compared to those participating in 24 

installing rooftop solar.  Also, I agree with Staff Witness Krause in his direct 25 
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testimony when discussing the differences between energy waste reduction efforts 1 

and DG, as he stated, “EWR is basically incapable of reducing a customer to no net 2 

load served by the utility” (pg. 4).  3 

 4 

Q. MEC Witness Jester on pages 56-57 of his testimony states that even if all DG 5 

customers were net metered and didn’t pay any portion of the retail rate, and 6 

that the utility is unable to avoid any costs as a result, then the maximum effect 7 

would be to shift about 1% of costs to other customers.  How do you respond? 8 

A. I interpret Mr. Jester’s testimony here to suggest that given distributed generation is 9 

limited to 1% of the preceding five year peak load average, that the overall subsidy 10 

impact these customers could have is relatively small.  Rider 18 is proposed in this 11 

case to comply with state law requiring the Company to file a cost based and equitable 12 

distributed generation program tariff. Regardless of the number of DG customers, if 13 

customers are not covering the cost for the services and infrastructure they are 14 

utilizing, then those costs will be shifted to other non-DG customers.  Company 15 

Witness Serna further provides arguments on why the level of distributed generation 16 

penetration should not be a factor in defining a new distributed generation tariff. 17 

 18 

Q. ELPC Witness Kenworthy (page 56) recommends that a credit be applied to the 19 

customers’ inflow rate based on the benefit provided to the lower cost to serve the 20 

DG customer.  Similar argument is made by MEC Witness Rábago (pages 31-32).  21 

Do you agree with their arguments? 22 

A. No.  First, Witness Kenworthy misinterprets his own table by claiming both power 23 

supply and distribution revenue requirement are lower for DG customers compared to 24 

non-DG customers.  However, as the table clearly shows, distribution revenue 25 
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requirement per DG customer is $574.14, which is higher than the Non-DG customer 1 

distribution revenue requirement of $515.71 (Kenworthy p. 28).  Second. the cost of 2 

service study methodology reflected by Staff in its aforementioned report would not 3 

have been the methodology used by the Company had we decided to split out 4 

distributed generation customers into their own cost of service class.1 5 

 6 

Rebuttal of Other Positions 7 

Q. Soulardarity Witness Koepell states, “DTE should conduct and make public an 8 

analysis of the impact of certain rate design proposals on low income and people 9 

of color ratepayers.”  How does the Company respond?   10 

A. A stated in my direct testimony, Exhibit A-16, Schedule F4 shows a comparison of 11 

typical monthly bills by rate schedule based on present and proposed rates for reach 12 

residential rate schedule, over a broad range of energy consumption level.  This 13 

provides an analysis of the impact the Company’s rate design proposals will have on 14 

all customers, regardless of income or race, given various consumption levels.  As 15 

supported by Company Witness Johnson, the Company offers several programs to 16 

assist low income customers to pay their bill; for example, the Residential Income 17 

Assistance (RIA) provision (which the Company in this case proposed to include a 18 

$9.00 monthly credit to participating customers), and the Company’s Rate Schedule 19 

D1.6 (which the Company proposed in this case to include a $40.00 monthly credit 20 

to participating customers).   21 

 22 

                                            
1 “DTE prefers a different method for accounting for DG and developed distribution allocators on an inflow 
+ generation – outflow basis. Under this method, outflow would be netted against inflow + generation in 
developing the distribution allocators in its COSS. Other parties have proposed additional methods. All the 
parties will have an opportunity to offer and debate their preferred method in future rate cases.” (Staff 
Report, page 21) 
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Q. Does this complete your rebuttal testimony? 1 

A. Yes it does. 2 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of certain schedules of Exhibit A-16

 3 sponsored by Mr. Dennis, subject to admitting the entire

 4 exhibit later?  Hearing none, that will be admitted.

 5 And then it looks to me like Exhibit A-42

 6 is complete.  Is there any objection to the admission of

 7 Exhibit A-42 at this time?  Hearing none, Exhibit A-42 is

 8 admitted.

 9 And yes?

10 (Document distributed and marked for identification

11 by the Court Reporter as Exhibit No. MEC-114.)

12 MR. BZDOK:  Your Honor, may I just admit

13 by stipulation of the parties a discovery response,

14 MECNRDCSCDE-11.1, of which Mr. Dennis is a co-signator,

15 and which was marked as Exhibit MEC-114?  I am not going

16 to move admission of the other one. 

17 JUDGE WALLACE:  You're not going to what?  

18 MR. BZDOK:  Of the other one that I

19 passed out.

20 JUDGE WALLACE:  Oh, O.K.  So what -- 114,

21 correct?

22 MR. BZDOK:  Yes.

23 JUDGE WALLACE:  Is there -- so 167, no?

24 MR. BZDOK:  Correct.

25 JUDGE WALLACE:  Is there any objection to
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 1 the admission of Exhibit MEC-114?  Hearing none, the

 2 exhibit is admitted.

 3 MR. BZDOK:  Thank you.

 4 JUDGE WALLACE:  And this is in lieu of

 5 cross, correct?

 6 MR. BZDOK:  Correct.

 7 MS. KEARNEY:  I have some to admit in

 8 lieu of cross as well, your Honor.  Would you like me to

 9 do that now?

10 JUDGE WALLACE:  Yes, please.

11 MS. KEARNEY:  It's ELP-52, ELP-53,

12 ELP-54, and ELP-55, all of which are discovery responses

13 from Mr. Dennis.

14 (Documents were marked for identification by the

15 Court Reporter as Exhibits ELP-52 through ELP-55.)

16 MS. KEARNEY:  And I move to admit ELP-52

17 through 55 into the record, your Honor.

18 JUDGE WALLACE:  Is there any objection to

19 the admission of ELP-52 through ELP-55?  Hearing none,

20 these exhibits are admitted.

21 O.K.  Mr. Keskey, fifteen minutes.

22 CROSS-EXAMINATION 

23 BY MR. KESKEY:  

24 Q Good afternoon, Mr. Dennis.

25 A Good afternoon.
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 1 Q It's my understanding that DTE Witness Lacey was the cost

 2 of service witness in this case, right?

 3 A That is correct.

 4 Q And you are not a cost of service witness in this case?

 5 A Correct.

 6 Q You haven't done a cost of service study in this case?

 7 A I have not.

 8 Q You haven't done a cost of service study relative to any

 9 costs that underlie DTE's proposed system access

10 contribution charge?

11 A I did not do a specific cost of service study.  I took

12 the distribution cost of service study that Mr. Lacey

13 prepared in the development of that charge.

14 Q Did he, to your knowledge, did he segregate out and do a

15 cost of service study that would relate specifically to

16 the costs of the system access contribution charge?

17 A No, he did not.

18 Q Now with respect to any of the cost -- correction.

19 With respect to any of the tariff

20 provisions that you are sponsoring, have you -- you

21 haven't done any cost of service study that would

22 specifically relate to those, have you?

23 A When you say to those, what do you mean?

24 Q Your proposed tariff sheets that you're sponsoring, you

25 have Rider 18 for example?
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 1 A No.  So the way, the kind of flow of the rate design work

 2 which I'm sponsoring is, once the revenue requirement is

 3 developed, and there's a set of allocation determinants

 4 that go into a cost of service study along with revenue

 5 requirement, then Mr. Lacey produces both a power supply

 6 and a distribution cost of service study by cost of

 7 service class, which are used by the rate design witness,

 8 and me being one of them, to develop rates for specific

 9 rate schedules.

10 Q But as we just determined, Mr. Lacey didn't do a

11 carve-out or a breakout study that would deal

12 specifically with your proposed tariff rates or with

13 respect to the SAC charge, correct?

14 A Once again I used an input from Mr. Lacey's development

15 of that charge.  But no, he did not do a specific

16 analysis.

17 MR. KESKEY:  I have no other questions,

18 your Honor.

19 JUDGE WALLACE:  Thank you very much.

20 (The witness was excused.) 

21 -   -   - 

22 JUDGE WALLACE:  O.K.  We're going to take

23 a ten-minute break.

24 (At 5:05 p.m., a recess was taken.)

25 -  -  - 
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 1 (Calling Ms. Horne to allow entry of her witness and

 2 exhibits via telephone conference.)

 3 -  -  - 

 4 (Documents marked for identification by the Court

 5 Reporter as Exhibit Nos. WAL-1 through WAL-4.)

 6 -  -  - 

 7 JUDGE WALLACE:  All right.  We have your

 8 testimony and exhibits here.  So would you like to go

 9 ahead and move for their admission, please.

10 MS. HORNE:  Yes.  Thank you, Judge

11 Wallace, for allowing me to appear by telephone.

12 Wal-Mart, Inc., moves to bind in the

13 Direct Testimony of Gregory W. Tillman filed on

14 November 7, 2018, which consists of a cover page and 24

15 pages of questions and answers.  Wal-Mart also moves for

16 the admission into the record of four exhibits, those

17 being Exhibit WAL-1, a four-page exhibit; Exhibit WAL-2,

18 a one-page exhibit; Exhibit WAL-3, a one-page exhibit;

19 and Exhibit WAL-4, a four-page exhibit.  It's my

20 understanding that no one wishes to cross-examine

21 Mr. Tillman and that there is no objection to his

22 testimony being bound in or to the exhibits being

23 admitted.  Accordingly, Wal-Mart, Inc., requests that the

24 testimony be bound in and the exhibits be admitted.

25 JUDGE WALLACE:  Thank you, Ms. Horne.  Is
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 1 there any objection to binding in the testimony of

 2 Mr. Tillman?  (No response.)

 3 Hearing none, the testimony is bound into

 4 the record.

 5 (Testimony bound in.)

 6 -  -  - 

 7

 8

 9
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Exhibits WAL-1 through WAL-4.  (No

 3 response.)

 4 Hearing none, those exhibits are

 5 admitted.

 6 Thank you, Ms. Horne.

 7 MS. HORNE:  Thank you, Judge.

 8 (Conference call ended.)

 9 JUDGE WALLACE:  O.K.  Our last witness is

10 Ms. Robinson.  My understanding is only the RCG has

11 cross; is that correct?  O.K.  Well, little more than 15

12 minutes and we're going to call it at 5:30.  So please

13 proceed.

14 MR. MAQUERA:  Thank you, your Honor.  The

15 Company calls Ms. Robinson to the stand.

16 (Documents marked for identification by the Court

17 Reporter as Exhibit Nos. A-19 and A-23.)

18 -  -  - 

19 J A C Q U E L I N E     L.     R O B I N S O N 

20 was called as a witness on behalf of DTE Electric Company 

21 and, having been duly sworn to testify the truth, was 

22 examined and testified as follows: 

23 DIRECT EXAMINATION 

24 BY MR. MAQUERA:  

25 Q Good afternoon, Ms. Robinson.
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 1 A Good afternoon.

 2 Q Would you please state your full name and business

 3 address for the record?

 4 A Jacqueline L. Robinson, One Energy Plaza, Detroit,

 5 Michigan 48226.

 6 Q Thank you.  And Ms. Robinson, are you sponsoring a

 7 document that was prepared and filed with the Commission

 8 entitled the Qualifications and Direct Testimony of

 9 Jacqueline L. Robinson, consisting of a cover sheet and

10 21 pages of questions and answers?

11 A Yes, the revised direct testimony.

12 Q Now, it is my understanding that you have one change to

13 make to your direct testimony this afternoon; is that

14 correct?

15 A That's correct.  

16 Q And for purposes of creating a record, is that change on

17 page 3 of your direct testimony, on line 20, which

18 originally bore the words, "Yes, they were," and it now

19 reads as, "No.  However, they were prepared by my

20 department.  Furthermore, I have reviewed and relied upon

21 these exhibits for my direct testimony?"

22 A That's correct.

23 Q Do you have any other changes to make to your direct

24 testimony this afternoon?

25 A No.

    Metro Court Reporters, Inc.   248.360.8865



3939

 1 Q Is that, then, the revised direct testimony that you are

 2 adopting today?

 3 A Yes.

 4 Q Are you sponsoring any exhibits associated with your

 5 direct testimony in this case?

 6 A Yes, I am.

 7 Q For purposes of identification, would those be the

 8 following three following exhibits or schedules:  Exhibit

 9 A-12 Schedule B5.4, Exhibit A-19 Schedule I1, and Exhibit

10 A-23 Schedule M4?

11 A That's correct.

12 Q Now, normally I would ask were these exhibits prepared by

13 you or at your direction, but based on the correction we

14 just identified for your revised direct testimony, these

15 exhibits were not prepared by you, but instead by your

16 department; nevertheless, you reviewed and relied upon

17 these exhibits for your revised direct testimony?

18 A Yes, that's correct.

19 Q Do you have any changes to make to any of those three

20 exhibits or schedules?

21 A No, I do not.

22 Q Did you also sponsor a document that was filed with the

23 Commission entitled the Rebuttal Testimony of Jacqueline

24 L. Robinson, consisting of a cover sheet and five pages

25 of questions and answers?
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 1 A That's correct.

 2 Q Do you have any changes to make to your rebuttal

 3 testimony this afternoon?

 4 A No, I do not.

 5 Q Is that, then, the rebuttal testimony that you are

 6 adopting today?

 7 A Yes.

 8 Q Are you sponsoring any exhibits associated with your

 9 rebuttal testimony?

10 A No.

11 MR. MAQUERA:  Your Honor, at this time

12 DTE Electric moves to bind into the record the

13 Qualifications and Revised Direct Testimony and Rebuttal

14 Testimony of Jacqueline L. Robinson, and for the

15 admission at the end of cross-examination of direct

16 Exhibit A-12 Schedule B5.4, Exhibit A-19 Schedule I1, and

17 Exhibit A-23 Schedule M4, and hereby tenders Ms. Robinson

18 for cross-examination.

19 JUDGE WALLACE:  O.K.  Thank you,

20 Mr. Maquera.  Just to clarify for the record, the

21 qualifications and direct testimony that were originally

22 filed were Brian V. Moccia?  

23 THE WITNESS:  That's correct.  

24 JUDGE WALLACE:  O.K.  And you have

25 adopted his testimony, so just to clarify that?
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 1 MR. MAQUERA:  Yes, your Honor, that is

 2 correct.

 3 JUDGE WALLACE:  All right.  And does it

 4 say that on what --

 5 MR. MAQUERA:  I don't believe the cover

 6 page indicates a reference to the adoption of the prior

 7 witness.  

 8 JUDGE WALLACE:  O.K.  But we've -- yeah,

 9 I read that in somebody else's testimony.  But we've

10 clarified that for the record, as originally filed and

11 now as adopted by Ms. Robinson.  Is there any objection

12 to binding in the revised direct testimony and rebuttal

13 testimony of Ms. Robinson?  (No response.)

14 Hearing none, the testimony is bound into

15 the record.

16 (Testimony bound in.)

17 -  -  - 

18

19

20

21

22

23

24

25
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DTE ELECTRIC COMPANY 
QUALIFICATIONS OF JACQUELINE L. ROBINSON 

Line 
No. 

JLR - 1 

Q. What is your name, business address and by whom are you employed? 1 

A. My name is Jacqueline L. Robinson.  My business address is One Energy Plaza, Detroit,2 

Michigan 48226.  I am employed by DTE Electric as the Director of Operational3 

Technology in Electric Distribution Operations.4 

5 

Q. On whose behalf are you testifying?6 

A. I am testifying on behalf of DTE Electric.7 

8 

Q. What is your educational background?9 

A. I graduated from the University of Michigan in 1991 with a Bachelor of Science in10 

Aerospace Engineering.  In addition, I received a Master of Engineering Management11 

degree from the Rensselaer Polytechnic Institute in 1995.12 

13 

Q. What work experience do you have?14 

A. In 1992, I joined General Motors as an Aerodynamic Engineer.  I worked in the15 

largest wind tunnel in North American testing vehicles and modifying their design to16 

improve their aerodynamics. In 1996, I joined Perceptron as the Project Engineering17 

Manager. Perceptron delivers precision non-contact dimensional measurement18 

solutions for real-time process information on the manufacturing line.  At Perceptron,19 

I was given the opportunity to develop the first web based, real time, quality20 

management system for the automotive manufacturing floor. In 2000, I joined21 

Covisint - an automotive business to business Internet exchange founded by GM,22 

Ford, and DaimlerChrysler   I worked as a Product Marketing Manager launching23 

new applications. In 2006, I joined DTE Energy as a project manager in Information24 

Technology.  In 2007, I was promoted to a Manager in IT.  I held various management25 
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assignments including the self-service channels, the customer billing system, and 1 

implementing a new customer communication platform.  In 2012, I moved to a newly 2 

founded Customer Experience group in Customer Service as the Digital Channel 3 

Strategy Manager.  In that role, I launched a new website and a proactive outbound 4 

customer communication program. In 2016, I became the Change Management Lead 5 

for DTE Energy’s Customer 360 project.  After the launch of that system, I moved to 6 

Distribution Operations as the Change Management Lead for the Advanced 7 

Distribution Management System project.  In 2018, I was promoted to the Director 8 

of Operational Technology.  9 

10 

Q. What are your responsibilities in your current position?11 

A. My responsibilities include meter engineering, AMI operations, data analytics, and12 

the Network Management System project.  As part of meter engineering, I am13 

responsible for maintaining the existing AMI infrastructure, future technology14 

strategy and AMI asset life cycle management.  I am responsible for development,15 

administration and reporting of the AMI project for DTE Electric, including the16 

negotiation and execution of the contract with the main project vendor Itron, Inc.17 

(Itron).18 
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Q. What is the purpose of your testimony in this proceeding? 1 

A. I am providing testimony to discuss and support the reasonableness of DTE2 

Electric’s AMI project from a benefit perspective.  I will provide a brief background3 

on the progress made with AMI, and current status of completion. I will also4 

provide testimony to discuss and support AMI 3G to 4G communication upgrade,5 

AMI Industrial 4G communication upgrade, and AMI leveraged tools (PI,6 

Analytics).  I will also provide an update on the Company’s AMI meter opt out7 

program.8 

9 

Are you sponsoring any exhibits in this proceeding? 10 

A. Yes.  I am supporting the following exhibits:11 

Exhibit Schedule Description 12 

A-12 B5.4 Projected Capital Expenditures, Distribution Plant – 13 

Technology and Automation (page 9), lines 6 - 9 14 

A-19 I1 AMI Detailed Benefit Analysis 15 

A-23 M4 Distribution Plant Capital Project Detail – Technology 16 

and Automation (pages 11 – 18) 17 

18 

Q. Were these exhibits prepared by you or under your direction?19 

A. Yes, they were.20 

21 

AMI Background 22 

Q. What has DTE Electric’s progress been related to the AMI program?23 

A. The AMI pilot installation began in the fall of 2008.  DTE Electric has been using24 

AMI reads in its billing system since about February 2009.  Since the completion of25 
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the pilot installation in 2008, the Company has been steadily installing meters and 1 

modules.  As of June 1, 2018, DTE Energy has installed over 2.6 million electric meters, 2 

632,000 AMI gas modules and nearly 464,000 Advanced Meter Reading (AMR) gas 3 

only modules for a total of nearly 3.6 million endpoints. This represents 99.96% of our 4 

planned electric meters. 5 

 6 

 Due to numerous customer related issues, included but not limited to, Can’t-Get-In’s 7 

(CGI’s), vacant properties, locked gates, lack of customer response, etc., we are still 8 

working to complete the remaining 1,077 installments of  AMI electric meters in 2018.   9 

 10 

Q. Can you summarize the overall experience with AMI from the pilot period to 11 

current date? 12 

A. Yes.  The Company has integrated all of the basic functions of AMI from meter 13 

reading, reconnects, disconnects, and outage notifications to theft/tampering 14 

investigation.  Manual meter reading routes have been dramatically reduced.  Prior 15 

to AMI, DTE had 3,205,238 meters manually read through 6,029 routes with an 16 

average of 532 meters per route.  Now DTE is managing 1,238 routes with an average 17 

of 72 meters per route.   Monthly and daily reads are being obtained at the 98.5% 18 

plus rate, enhancing customer service operations with the read timeliness and 19 

accuracy.  Reconnects and disconnects are being completed over the air and within 20 

minutes as opposed to the former manual and field visit requirement.  The Company 21 

continues to work to further integrate the meter functionality into our outage systems, 22 

and to work with our theft group on analytics to enhance the theft/tamper event 23 

resolution. 24 
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Q. Has the Company encountered any problems with completing the remaining 1 

installations? 2 

A. The Company has been experiencing three types of problems with the remaining 3 

installations (1) meter replacements that require more experienced technicians due 4 

to difficult electrical hook ups; (2) customer locations where we have not been able 5 

to reach the customer via phone or field visit and cannot gain access to our meters, 6 

such as locations with locked gates or dogs in the yard; and (3) customers who have 7 

placed locks on their existing meters.  Given the large service area of the meters 8 

still needing to be replaced, as well as some of the steps the Company must take to 9 

elicit customer actions for meter replacement, the process will take the remainder 10 

of the year to complete. 11 

 12 

AMI Benefits 13 

Q. What are the major benefits DTE Electric customers enjoy with the AMI 14 

technology? 15 

A. The major benefits are as follows: 16 

(1) Meter Reading – automation of meter reading provides daily and on demand, 17 

accurate meter reads of each customer meter regardless of energy type.  DTE 18 

Electric has some 2.6 million electric meters to read every month of which 19 

about 10% are located inside of facilities or homes.  AMI eliminates the need 20 

to gain access for inside meter reads, thereby reducing meter reading costs (see 21 

Exhibit A-19, Schedule I1, Page 1, Line 5 for meter reading savings).  AMI 22 

provides customers with daily reads that will further enhance the customer 23 

experience by eliminating miscellaneous and off-cycle reading of customer 24 

meters.  AMI provides customers with actual reads every month.  As meters are 25 
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automated, customers with multiple homes will be able to combine sites onto 1 

one bill with the readings on the same day.  These reads can be used to readily 2 

start and stop billing services with the actual reads and without the need for 3 

costly and appointment only field visits.  4 

(2) Bill Accuracy – customers benefit with a near elimination of estimated 5 

customer bills.  Additionally, AMI eliminates both the transposition of numbers 6 

that could occur with manual entry of meter data and eliminates simple read 7 

errors that can occur with the existing meter read methodology. 8 

(3) Theft and tampering notice – the system notes tampering at the meter any time 9 

it occurs.  As a result, we receive tamper events at any time on any day.  This 10 

is a significant advantage over our current monthly meter reader site review.  11 

DTE Electric tracks energy theft occurring in its service territory by number of 12 

sites and dollar value, not specifically by the change in theft resulting from 13 

AMI.  Changes in levels of theft occurring from time to time is a result of many 14 

factors, including the economy, law enforcement engagement, etc.  However, 15 

the installation of AMI meters gave DTE a fresh start on methods for identifying 16 

theft.  AMI technology enables DTE to reduce the timeframe to identify 17 

possible theft from months to days.  Leveraging AMI device events and smart 18 

algorithms, the Company identified 10,281 potential theft incidences in 2017. 19 

(4) OSHA recordable injury rate – at both utilities, we are always considering the 20 

safety of our employees and customers.  Winter conditions create an increased 21 

risk of slips and falls for our meter readers.  Dog bites, or as often happens, 22 

injuries due to trying to avoid dogs, are among the highest contributors to 23 

OSHA events for our meter readers.  AMI essentially negates these issues. 24 
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(5) Turn on / Turn off / Restore – this functionality allows DTE Electric to 1 

reconnect customers remotely, speeding reconnections, which is a significant 2 

improvement in customer service. Disconnections in accordance with billing 3 

rules can be impacted equally.  The capability to affect the remote disconnects 4 

and reconnect over the airwaves in minutes provides efficiencies to all involved. 5 

(6) Outage Efficiency – with the systems’ ability to report customer outages and 6 

restorations, the overall outage operation is enhanced tremendously.  Although 7 

the system will not replace or fix customer outages, the ability to receive timely 8 

information aids the process.  The outage efficiency feature is most important 9 

at the end of a storm.  We often complete a circuit problem and sometimes do 10 

not restore every customer on the circuit due to trouble behind trouble.  With 11 

AMI, the Company is able to “ping” the meters to determine their power 12 

condition.  During a storm event crews perform this ping from their truck and 13 

staff support personnel can ping remotely as well.  I want to emphasize that 14 

AMI does not replace the customer call, but it will enhance the operation.  At 15 

present, AMI is only able to tell us the condition at the meter and not the source 16 

of the outage.  For example, AMI cannot determine if an energized wire is down 17 

in the area, it can only tell us that the meter is not energized for the customer.  18 

For this reason, customers will still need to report downed wires for effective 19 

storm operations.  As more enhanced functionality is deployed within the AMI 20 

network overtime, new features and enhanced analytics will reduce the need for 21 

customer calls.   22 
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Q. What new ideas leveraging the AMI technology are being worked at DTE that 1 

will provide future benefits to DTE customers? 2 

A. New ideas enhancing existing customer benefits and future improvements in Electric 3 

customer quality of service include the following: 4 

(1) Power Quality – AMI records instances of voltage problems at customer 5 

locations.  The ability to have this data available to DTE Electric enhances the 6 

engineering design process of the electric infrastructure as well as a program to 7 

interact proactively to resolve disturbances before they become a customer 8 

issue or complaint. 9 

(2) Daily storm and non-storm outage statistics – AMI data is currently used to 10 

create all daily outage statistics such as CAIDI, SAIFI, and SAIDI.  This 11 

improves the accuracy of the outage data based on the outage experience at the 12 

customer site. The quantity and quality of the AMI data improves the overall 13 

storm modeling and restoration process. 14 

(3) Tree trim program enhancement – AMI is indirectly used to enhance the trim 15 

maintenance program by including the frequency of momentary outage 16 

interruption data experienced at the customer meter, into the tree trim program.  17 

In the future, this data combined with other data such as tree species data, will 18 

be used to create predictive maintenance algorithms. 19 

(4) Enhanced automated storm job closures – AMI is used to automate single 20 

customer outages that are auto closed as electrical power is restored in an area.  21 

The auto close algorithms are currently implemented for daily and storm day 22 

outages and are avoiding numerous “ok on arrival” truck rolls.  This feature 23 

also shortens the follow-up truck rolls required after an outage and allows the 24 

crews to have a higher percentage work time on confirmed outages. If a 25 
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customer calls back to DTE after an AMI auto-close function and DTE remotely 1 

reads 240 volts at the meter, instead of sending an overhead or underground line 2 

crew, Electric Field Operations (EFO) is sent to resolve the issue at far less cost 3 

as these remaining issues tend to be associated with a meter block or trouble 4 

inside the customer premise. 5 

(5) Enhanced storm information – during large storms experiencing over 100,000 6 

customer outages, the AMI system is repurposed to perform similar to an 7 

electric distribution management system, rather than a meter reading system.  8 

In this mode, all 2.6 million meters are polled every four hours for a voltage 9 

response at the customer.  Those areas responding with below normal voltage 10 

are updated in the storm tracking system for problems such as one leg dead, 11 

possible open neutral, or low voltage in an area.  Meters responding with normal 12 

voltage, follow an automated process to assist in closing outages. This has 13 

become an important feature for optimizing crew logistics and defining trouble-14 

behind-trouble work. 15 

(6) Electric grid phase modeling – DTE is currently collecting five-minute average 16 

voltage samples from 2.6 million meters, over 3.7 billion voltage samples per 17 

day, and creating voltage signatures of the quality of electric service delivered 18 

at the customer site.  Using the voltage signatures and high volume computing, 19 

DTE is exploring the use of the data to improve the accuracy of the electric 20 

network and which customers are fed from which transformers as well as 21 

predictive maintenance algorithms.  Previously, this type of customer mapping 22 

was only possible through manual field audits every few years and never with 23 

this volume data provided by AMI.  Leveraging of the AMI data, the intention 24 
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is that customer to transformer phasing can be done electronically using remote 1 

AMI data for enhanced future grid management. 2 

 3 

Q. Can you explain Exhibit A-19, Schedule I1? 4 

A. Yes.  This Exhibit, which reflects AMI benefits by year through 2030, is similar to 5 

exhibits the Company has provided in the past, except this exhibit does not include 6 

future costs or a net present value revenue requirement.   7 

 8 

Q. Why didn’t the Company provide a cost / benefit analysis like in prior general 9 

rate cases? 10 

A. In DTE Electric’s previous general rate case (Case No. U-18255), the Commission 11 

stated, A full cost/benefit analysis is no longer necessary.  Given the other reporting 12 

requirements noted by the utility, the provision of an annualized benefit analysis in a 13 

general rate case should be easily accommodated by DTE Electric, and will provide 14 

the Commission with important evidence on the record regarding the ongoing and 15 

long-term benefits of AMI. (Pg 84 U-18255 Order).  Therefore, pursuant to this 16 

directive, the Company has provided the requested information in Exhibit A-19, 17 

Schedule I1. 18 

 19 

Q. Can you provide a few other examples of benefits that you can assimilate to 20 

AMI? 21 

A. Yes.  The Company used the disconnect functionality to assist customers affected by 22 

the flooding in July 2014.  There were 17 customers that called and asked us to 23 

disconnect their power while their basement was flooded.  The Company completed 24 
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this over the air and nearly immediately.  In the past, this would have required a crew 1 

visit.   2 

 3 

Another more recent example of the benefit of AMI occurred January, 2016.  As a 4 

result of the Commission’s Order in Case No. U-17767 (DTE Electric’s General Rate 5 

Case), Residential Rate Schedule D1.7 (Geothermal rate) on-peak hours were moved 6 

from 10:00 a.m. – 7:00 p.m. to 11:00 a.m. – 7:00 p.m.  We were able to remotely 7 

adjust the on-peak hours for approximately 3,000 customers.  This over-the-air 8 

update took only about 24 hours to complete.  In the past this would have been a field 9 

visit for the 3,000 customers requiring multiple man-days of effort.  Unfortunately, 10 

since we were not at full deployment of AMI, the remaining D1.7 customers who did 11 

not have an AMI meter, required a field visit.   12 

 13 

Also, along with obtaining daily reads, the Company has been able to enhance our 14 

sales and forecasting systems.  In prior years, at month-end we would have actual 15 

reads for only 1/30th of our customers due to reading meters manually over each of 16 

the 30 days of the month.  Now, the Company can effectively obtain a read at the end 17 

of each month for more customers, enabling increased accuracy and timeliness in the 18 

process.  In addition, with the implementation of AMI, the Company is now able to 19 

facilitate the data needed for our DTE Energy Insight application (iPhone or 20 

Android). 21 

 22 

Even more recently, the company has leveraged AMI within the storm process in 23 

several new and improved processes.  During the March, 2017 catastrophic storm, 24 

the AMI system was used to poll voltage data from 2.6 million meters every 4 hours.  25 
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The meter data response was used to update the number of customers restored and 1 

restored with normal voltage, to identify trouble behind trouble and to identify 2 

customer secondary services still outaged.  Also, this data, was cross checked with 3 

senior customer account status, and used to proactively contact senior customers to 4 

ensure they had access to other facilities for heat and warmth during the outage 5 

period.  Although this feature is very much in development, it provides a great 6 

example of innovative customer features that can be leveraged through access and 7 

use of remote AMI data. 8 

 9 

Other new applications being developed into sustainable programs are using AMI 10 

momentary outage data, voltage power quality data and outage data greater than 10 11 

minutes in duration, to prioritize poor performing circuits and increase field crew 12 

efficiencies.   Back office data analysis assists in early detection of customer issues, 13 

shortens the time required for repair and reduces the number of crew attempts for 14 

transient or momentary circuit problems. 15 

 16 

Q. Can you describe your approach to security of the AMI system? 17 

A. Security is always at the forefront of the project.  Security assessments must be 18 

continual and in depth, not one-time reviews.  IT professionals continually review, 19 

test, and assess the system security.  Itron is equally dedicated to maintaining the 20 

most secure system relative to our current system and environment knowledge.  The 21 

Company has engaged with third party vendors to assess the Itron product as well as 22 

our own procedures.  Assessments are continual and are part of our testing before any 23 

new software is installed.  The Company has also participated with the MPSC and other 24 
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utilities as ordered by the Commission regarding data privacy issues in Case No. U-1 

17102.  2 

 3 

Capital Investments - Technology Enhancements 4 

Q. Can you elaborate on the AMI Technology Enhancement programs? 5 

A. I am supporting the AMI technology enhancements on lines 6 through 9 of Exhibit 6 

A-12, Schedule B5.4, page 9.  Line items 6 and 7 forecast the capital spend required 7 

in new AMI infrastructure due to public cellular wireless carriers phasing out 3G 8 

cellular by year 2020.  Line 8 forecasts the capital spend required to complete the 9 

AMI first time installations requiring special skills, appointments, or hard to access 10 

customers.  As of January, 2018, Line 8 specifies that there were approximately 5,200 11 

meters remaining.  As of June 1, 2018, 1,077 customers on an active account were 12 

still pending an AMI meter installation. Line 9, provides the detailed 2017 actual 13 

capital spend on analytics infrastructure required to store, analyze and generate new 14 

benefits using existing AMI data.  Additional detailed project information is included 15 

in Exhibit A-23, Schedule M4, pages 11-18.  16 

 17 

Q. What is the driving force of the AMI 3G to 4G communication upgrade 18 

program? 19 

A. The Company has installed advanced metering technology and systems within the 20 

AMI program, across the DTE Electric serving area.  A Cell Relay (CR) is an 21 

‘aggregator’ or “gateway” within a service area for AMI.  CR’s are deployed at a 22 

ratio of one CR per 750-1,000 meters within a geographic area.  Cell Relays 23 

communicate with meters using an unlicensed spread spectrum frequency within the 24 
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902-929 MHz band and communicate out of the serving area to DTE Energy data 1 

centers via 3G cellular using traditional public cellular telecommunications carriers.  2 

 3 

The CR’s deployed using third party public cellular carriers for backhaul to DTE, 4 

will periodically go through a period of capital planned obsolescence, approximately 5 

every seven years to ten years, as the public cellular providers migrate 6 

technology.  The cellular industry is currently migrating from 3G to 4G technology 7 

and is phasing out 3G cellular in Michigan by late 2020.  This cellular industry 8 

transition forces DTE Electric and most other utilities that have deployed similar 9 

AMI solutions over the past decade, to upgrade the components of their  systems that 10 

are dependent on cellular technology, such as the AMI CR.  The transition will be 11 

managed over multiple years to provide the least possible interruption to customer 12 

services, customer energy billing data or to back office leveraged customer services 13 

using AMI data.  Without this technology upgrade, more than one million meters will 14 

no longer function for remote read, customer outage reporting, and remote 15 

disconnect/reconnect capabilities after 2020 as well as negating the benefits 16 

discussed as derived from the AMI program. 17 

 18 

Q. What is the scope of the AMI 3G-4G communications network upgrade 19 

program? 20 

A. DTE has approximately 3,300 cellular 3G CR’s integrated within its AMI system and 21 

6,000 3G cellular industrial customer meters. As the Michigan telecommunication 22 

carriers phase out 3G cellular, these devices will require replacement with a 4G 23 

cellular device or where it better aligns with SmartGrid strategy, another compatible 24 

network device other than cellular, possibly DTE’s own private infrastructure.  All 25 
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3,300 Cell Relays and 6,000 industrial meters must be replaced prior to Q4, 1 

2020.  Without this upgrade, DTE Electric will lose daily communication with 2 

approximately 1 million of the 2.6 million DTE Electric residential electric meters 3 

and communication to approximately 6,000 industrial meters.  These meters will not 4 

be remotely accessible which will have a significant negative impact on our ability 5 

to bill customers, eliminate our ability to obtain critical power quality and outage 6 

data; and remove our ability to remotely connect/disconnect meters after the cellular 7 

carriers transition to 4G cellular. 8 

 9 

Q. How is the 3G to 4G communications network program being prioritized to best 10 

support the Company’s customers? 11 

A. DTE and its equipment vendors have focused on the replacement strategy for the 3G 12 

cellular CR’s and industrial cellular meters since 2016.  At that time, AMI equipment 13 

vendors had yet to transition factory production to 4G compatible devices.  The plan 14 

to replace 3G cellular AMI equipment with 4G equipment includes the following 15 

scope and strategic efforts: 16 

 17 

2016 -- DTE established a utility forum creating critical mass within the electric 18 

utilities, focused on leveraging lessons learned with the 3G CR devices to provide 19 

input to equipment vendors on strategic customer functionality required in the next 20 

vintage CR product.  Also, transitioning the existing direction away from the CR 21 

being focused as an advanced metering data collector, to a more strategic platform 22 

supporting AMI and alignment with future SmartGrid functionality. 23 
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2017 -- Conducted early beta testing with five utilities to leverage joint testing 1 

efforts on new 4G devices and to coordinate and consolidate commentary to 2 

strategic equipment vendors 3 

 4 

2017 -- Conducted focused working groups to align vendor product roadmaps 5 

ahead of the telecommunication carriers 3G cellular phase out plan. 6 

 7 

2017 -- Conducted a high level geographic analysis of advanced metering network 8 

assets and surrounding infrastructure impacted by the telecommunication carriers 9 

3G cellular phase out plan. 10 

 11 

2018 -- Implementing product testing on vendor production versions of 4G LTE 12 

cellular and private network products. 13 

 14 

2018, Q4 -- Expecting to begin installation of 4G cellular replacement assets 15 

phasing out 3G cellular CR’s within targeted advanced metering network 16 

geographies while positioning DTE with a further expansion of its hybrid mixed 17 

use SmartGrid network.  Deployment scope of approximately 100 of 3300 CR 18 

assets. 19 

 20 

2019 -- Continue planned 3G CR replacement and upgrade of DTE’s hybrid 4G 21 

cellular and private mesh advanced metering and SmartGrid network infrastructure. 22 

 23 

2020 -- Complete planned replacement and upgrade optimization of DTE’s hybrid 24 

4G cellular and private mesh advanced metering and SmartGrid network 25 
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infrastructure.  DTE is determining the feasibility of pulling forward some of the 1 

2020 work into 2019 where DTE has already noted areas experiencing 3G cellular 2 

connectivity problems. 3 

 4 

Q. Why has DTE not transitioned to 4G cellular earlier? 5 

A.  As of May, 2018, AMI systems vendors still had only released beta products for 6 

utility testing.  FCC approved commercially available AMI 4G CR’s have yet to be 7 

released.   Various product solutions from multiple vendor factories in production 8 

volumes will not be available until late Q3 and early Q4 of this year.   Although DTE 9 

and other major utilities started this process in 2016, product engineering, 10 

prototyping, testing and FCC approval, have delivered a product schedule to the 11 

industry where products will not be commercially available until late 2018.   DTE’s 12 

parallel quality control process is targeted to minimize wasted investment and 13 

problematic services to our customers while successfully transitioning to 4G 14 

infrastructure. 15 

 16 

Q. Why has DTE continued to install 3G cellular AMI infrastructure? 17 

A.  Where feasible, DTE began transitioning to 4G LTE AMI individual meter devices 18 

as early as 2016.  However, more complicated CR and network router devices were 19 

on a longer development timeline from multiple product vendors.   Replacement 4G 20 

LTE CR devices are only available as beta units until full FCC approval expected 21 

early Q3, 2018.  DTE’s project planning process has optimized which existing CR’s 22 

will be removed and retired, which will be replaced with 4G devices and what other 23 

assets may be installed to support a smarter grid in preparation for DTE’s advanced 24 

distribution management system within the next few years.  25 
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Q. Why not go directly from 3G to 5G infrastructure? 1 

A. DTE has planned the 3G transition, with engineering input from cellular carriers and 2 

AMI equipment vendors. With the information provided, all parties are expecting 4G 3 

devices to coexist within 4G and 5G infrastructure.  At present, manufacturers of 4 

AMI equipment are not designing 5G products and 5G infrastructure is not readily 5 

available.  DTE has however, worked with multiple manufacturers of AMI equipment 6 

to minimize the impact as the cellular industry upgrades technology beyond 4G 7 

cellular. For instance, the cellular component of the existing CR is an integrated 8 

component of the CR.  Where the replacement device, the new design is such that the 9 

cellular card is designed as removable from the device, establishing the possibility of 10 

upgrading the cellular card while the rest of the device remains for an extended 11 

service life.  This feature and many others minimizing future costs, were driven by 12 

electric utility participation in product redesign. 13 

 14 

Q. How will the Cell Relay enhancement provide customer benefit? 15 

A. Without the cellular 3G to 4G upgrade, by year-end 2020 DTE Electric will lose daily 16 

communication with approximately 1 million of the 2.6 million DTE Electric 17 

residential electric meters and communication to approximately 6,000 industrial 18 

electric meters.  These meters will not be remotely accessible which will have a 19 

significant negative impact on our ability to bill customers; eliminate our ability to 20 

obtain critical power quality and outage data; and remove our ability to remotely 21 

connect/disconnect meters.   22 

 23 

 Most new 4G data routing CR devices are sited to be installed on poles within the 24 

targeted geography and not on the customer premise.  This design enhancement, over 25 
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the previous design, reduces the need to be on the customer premise for 1 

telecommunication network issues and provides a design that has the new data 2 

routing CR devices 30 to 35 feet on poles.  Also, cellular 4G technology has 3 

significantly better RF signal propagation than 3G cellular. These features will 4 

provide better connectivity to meters and faster data rates, enabling DTE to improve 5 

on its current 98.5% AMI read rate and help to eliminate hard to reach customer 6 

meters within the AMI network. 7 

 8 

Q. How do these enhancements align with the SmartGrid strategy? 9 

A  Network devices mounted at a 30-35 feet on a utility pole instead of at a customer 10 

premise blocked by the structure will provide better frequency propagation, more 11 

reliable and resilient meter mesh communications, and enable clearer communication 12 

with future SmartGrid network devices such as intelligent switches, capacitor banks, 13 

reclosers and sectionalizers. 14 

 15 

Q. What is the Company’s current status of customers opting out? 16 

A. As of June 1, 2018, we have approximately 7,600 customer sites and approximately 17 

9,399 customer meters that have opted-out.  18 

 19 

Q. How does the number of customers opting out of the AMI program compare to 20 

expectations? 21 

A. The anticipated volume of opt-out customers in Case No. U-17053 was 15,500, at 22 

full installation. Thus, our current rate of customers taking the opt-out option now is 23 

considerably lower than expected even though we have not completed installations.  24 

 25 
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Q. Based on this current data, what is your estimate of customers opting out of the 1 

AMI program?  2 

A. Based on the current pattern of opt-outs and 1,077 hard to reach non-AMI customers 3 

remaining to be converted to AMI, I would estimate that the residential customers 4 

opting out once the full installation is complete, would be less than 8,300 customer 5 

sites.  6 

 7 

Q. Is DTE Electric proposing any changes to the opt-out charges at this time?  8 

A. No.  Pursuant to the Commission’s Order in Case No. U-18014 (page 129), six 9 

months following completion of AMI installations, the Company shall file, in a 10 

separate docket, an application for review of its opt-out charges.  As stated above, 11 

DTE Electric will not be at 100% completion of its electric meters until year end 2018.  12 

Therefore, a filing to address the opt-out charge will be made consistent with the 13 

Commission’s Order in U-18014. 14 

 15 

Q. Does this complete your direct testimony? 16 

A. Yes, it does 17 
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Q. What is your name, business address and by whom are you employed? 1 

A. My name is Jacqueline L. Robinson.  My business address is One Energy Plaza 2 

Detroit, Michigan 48226.  I am employed by DTE Electric as the Director of 3 

Operational Technology in Electric Distribution Operations. 4 

 5 

Q. Did you file direct testimony in this proceeding on behalf of DTE Electric 6 

Company (DTE Electric or Company)? 7 

A. Yes I did.    8 

 9 

Q. What is the purpose of your rebuttal testimony? 10 

A. The purpose of my rebuttal testimony is to demonstrate that MPSC Staff Witness 11 

Matthews’ proposed disallowances totaling $9,600,000 million in capital expenditures 12 

for 3G to 4G communication upgrade should be rejected.  My rebuttal testimony will 13 

show that all of the funding is required for this project to strengthen the AMI cellular 14 

network and address decommissioning of 3G technology.  If DTE Electric does not fully 15 

implement this project, then key portions of the AMI network will no longer be 16 

functional and the Company will not be able to maintain or increase our meter read rate.  17 

We need to reliably read our meters to retrieve key data such as billing and outage 18 

information.  I also address Staff Witness Matthews’ recommendation that the AMI 19 

meters of opt-out customers be replaced with digital non-transmitting meters.  20 

 21 

Q. Are you sponsoring any rebuttal exhibits? 22 

A. No, I am not. 23 

 24 

Q. What was Staff Witness Matthews’ reason for disallowing the $9,600,000 of test 25 
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year expenditures for the Company’s 3G to 4G communication upgrade 1 

program? 2 

A. Staff Witness Matthews’ recommendation is to disallow all costs associated with the 3 

additional relays over the 3,000 the Company initially installed as the Company’s 4 

meter read rate through 2017 was 98.51%.  Staff asserted that “While Staff 5 

understands that generally a higher read rate is better for customers, in this case the 6 

Company is well above the Commissions Service Quality and Reliability Standard 7 

of 85% and the incremental costs required to increase the read rate beyond the 98.51% 8 

the Company is already achieving are unnecessary at this time.  Due to the 9 

diminishing returns that can be achieved with increasing its read rates further, the 10 

costs that will be required to further increase the read rates are likely above and 11 

beyond the benefits that will be achieved and were not supported in the Company’s 12 

direct case.” 13 

 14 

Q. What is the Company’s concern with Staff’s position on this project? 15 

A.  The additional cellular relays are necessary to strengthen the AMI Mesh network to 16 

increase our read rates.  Increasing our read rate eliminates estimated bills that can 17 

lead to customer complaints.   18 

 19 

Q.  Does the Company need more than 3,000 relays to have a strong cellular mesh 20 

network? 21 

A.  Yes.  In 2017, the Company conducted a geographic analysis of the advanced 22 

metering network assets and surrounding infrastructure.  The study evaluated the 23 

overall AMI network and the location of the 3G equipment for an area. Based on the 24 

outcome of the study, the Company determined an additional 300 cellular relays were 25 
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needed to meet the Company’s goal to strengthen our mesh network to increase our 1 

read rate. 2 

 3 

    The analysis was to deploy additional cell relays in areas of weak mesh. In some 4 

cases, the cell relays will replace reliance on Individual Cell Meters (ICM’s).  ICM’s 5 

reside on the meters attached to the customer’s residence.  Cell relays are pole 6 

mounted, above obstacles that can prevent a signal from transmitting, and allows for 7 

better communication. 8 

 9 

Q. Do you agree with the Staff’s assertion that the service level standard should be 10 

85%? 11 

A. No, I do not.  This service level standard was prior to AMI technology being 12 

deployed.  The service level standard applied to a time when meters needed to be 13 

manually read.   14 

 15 

Q.   Do you agree with the Staff assertion that a read rate of 98.51% is acceptable? 16 

A.  No, I do not.  Based on our benchmarking with other utilities (American Electric 17 

Power, Florida Power and Light, Consumers, Vectren, First Energy), the Company’s 18 

read rate is below our peers.  The Company’s goal is to reach a 99.5% read rate.  This 19 

read rate would be comparable to Consumers’ read rate. 20 

 21 

Q. Why is it important to have a high read rate? 22 

A. Customers want to be billed on their actual usage.  When the Company is unable to 23 

read a meter, it is necessary to estimate the customer’s usage for billing.  In weak 24 

mesh areas, this can happen on consecutive months.  In 2018, we had numerous 25 
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complaints from customers who received an estimated bill.  Increased read rates 1 

result in less of a need to estimate a customer bill and a lower number of consecutive 2 

estimates. Lowering the number of estimated bills results in lower number of 3 

customer complaints.  4 

 5 

Q. Are there other important programs that rely on a strong mesh network and 6 

high read rate? 7 

A.  Yes, a high read rate is imperative for the implementation of the proposed Time of 8 

Use rate.  In addition, a strong mesh supports outage restoration efforts. 9 

 10 

Q. Do you agree with Staff’s assertion that the purchase and installation of an 11 

incremental 300 4G cellular relays costs $9,600,000? 12 

A. No, I do not.  In audit, I provided the cost breakdown of the 3G to 4G project. I stated 13 

that “There are external contracts to provide network engineering design, project 14 

management, and overhead line installation of approximately $3.5 million, and DTE 15 

labor of approximately $5 million. The material for the project is the largest contributor 16 

of almost $26 million”.  The material cost of the project represents a turn key solution 17 

with a hardware vendor.  This represents the cost of the hardware, most of the 18 

installation labor, and material.  The $26 million divided by 3,300 cellular relays 19 

results in a per relay cost of approximately $7,900.  Therefore, even if Staff 20 

recommended disallowing adding 300 relays, the disallowance should only be 21 

$2,370,000 (300 times $7,900). 22 

 23 

Q. Staff Witness Matthews recommends that the Company replace the meters of 24 

all electric customers currently electing service under the Company’s Non-25 
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Transmitting Meter Provision (DTE Electric tariff C5.7) (“opt-out customers”) 1 

with digital non-transmitting meters.  How does the Company intend to address 2 

opt-out customer AMI meters that may be transmitting? 3 

A. The recommendation proposed by Staff appears to be taken from the settlement 4 

agreement submitted for the Commission’s review and approval in Case No. 5 

U-20084.  If the Commission approves the settlement agreement, then the Company 6 

will implement the AMI to digital meter changeout as recommended by Staff and set 7 

forth in the agreement.  However, if the Commission rejects the settlement 8 

agreement, then there are other methods available to DTE Electric to address opt-out 9 

customer meters that may be transmitting, and the Company should not be bound by 10 

an unapproved settlement agreement.  For example, the Company has been working 11 

with its vendor to design an alternate shutoff process for the AMI radios.  Note also 12 

that only a small percentage of opt-out customer meters have been identified as 13 

transmitting.  Therefore, implementing a wholesale changeout of all opt-out customer 14 

meters is not necessary.   15 

 16 

Q. Does this complete your rebuttal testimony? 17 

A. Yes, it does. 18 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of the portions of Exhibit A-12, A-19, and

 3 A-23 sponsored by Ms. Robinson?  (No response.)

 4 Hearing none, we will admit those

 5 portions once we admit the entire exhibit.

 6 MR. MAQUERA:  Thank you, your Honor.  

 7 JUDGE WALLACE:  Thank you.  O.K.  Mr. -- 

 8 MR. KESKEY:  Keskey.

 9 JUDGE WALLACE:  Mr. Keskey.  Mr. RCG.

10 Mr. Keskey.

11 CROSS-EXAMINATION 

12 BY MR. KESKEY:  

13 Q Good afternoon, Ms. Robinson.

14 A Good afternoon.

15 Q On page 20 of your testimony, your direct testimony, I

16 believe, you indicate that, essentially lines 12 through

17 14, that DTE Electric will have 100-percent completion of

18 its electric meters by year-end 2018.  Is that still an

19 accurate statement?

20 A So the line says DTE will not be at 100-percent

21 completion of its electric meters at the end of 2018.

22 Q I see.  Thank you for the correction.  And the reason for

23 that is what?

24 A We have about 500 to 600 meters yet to install, there are

25 very -- they're at sites that are very difficult to get
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 1 in contact with the customer or they have objections or

 2 other blockages that we're not able to finish those 500

 3 to 600 meters.

 4 Q Well, for purposes of filing in a separate docket and an

 5 application for a review of the Company's opt-out

 6 charges, would that timeline start at the end of 2018, or

 7 are you -- is that being delayed because there's still

 8 500 or 600 meters to be installed?

 9 A Yeah.  My understanding is that we are not going to be

10 filing anything until completion of our -- until full

11 completion.

12 Q So the date when you file such an application is unknown

13 at this time?

14 A Correct.

15 Q It's not six months from the end of 2018?

16 A Correct.

17 Q Now, with respect to all the meters, smart meters that

18 have been installed, are they all using 3G technology?

19 A No, not all of them.  About half of our meter

20 installation uses 3G technology, and the other half uses

21 a private network, so only about half of them are on the

22 cellular networks.

23 Q When you say private network, what do you mean?

24 A It's our proprietary -- think of it as a WAN, a Wide Area

25 Network.  
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 1 Q So the 3G technology refers to only those meters that are

 2 transmitting through cell towers or some other fashion?

 3 A Through cell towers, correct.  But all of the AMI meters

 4 transmit via a radio.

 5 Q So when you indicate in your testimony that the Company

 6 needs to upgrade its system, and I think generally you

 7 were talking before 2020 or in the years 2019 and 2020,

 8 are you only talking about those meters that utilize

 9 transmission with cell towers?

10 A Yes, sir.  The project that we're referring to are

11 only -- only applies to the cellular meters, the ones

12 that are on 3G right now.

13 Q And you don't have to make any change to the private

14 network?

15 A Not a major infrastructure upgrade like we have to do for

16 the cellular network.

17 Q Now, you also discussed the implementation of 4G

18 technology.  Would that also relate only to transmission

19 by cell towers?

20 A The 4G technology, yes, also just refers to the cellular

21 meters.

22 Q And the upgrades that you just discussed are generally

23 the timeframe 2019 and 2020; is that commensurate with

24 installing the 4G technology?

25 A Correct.  That full project refers to moving the cellular
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 1 meters from 3G to 4G, the bulk of the work being done in

 2 2019.

 3 Q And on page 17 of your direct testimony, at lines 7-9,

 4 and also at lines 20 to 22, you indicate at the time you

 5 filed your testimony, that you were still waiting for

 6 certain FCC approvals; is that correct?

 7 A The equipment manufacturers were waiting for approvals.

 8 Q So do you know if those approvals have yet been granted?

 9 A They have.

10 Q I see.  And so has that possible obstacle to the

11 upgrading to 4G meters now been removed as a problem?

12 A Correct.  We're able to purchase the equipment that we

13 need to starting at the end of this last quarter in 2018.

14 Q And with respect to upgrading to 5G technology, is there

15 any plans being developed to do that?

16 A We don't have any plans at this point.

17 Q So there's nothing in your projected test year to either

18 plan, design, or upgrade to 5G?

19 A There is not, however, we are under -- we are of the

20 understanding that our 4G will be compatible with 4G in

21 the future -- 4G will be compatible with 5G.

22 Q Now, with respect to your testimony, I surmise that you

23 are proposing continuing with the existing initial and

24 monthly opt-out surcharges?

25 A Correct.  We don't have any plans to change that right
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 1 now.

 2 Q And you're not a cost of service witness to present any

 3 specific cost information to justify either the initial

 4 or opt-out surcharges, are you?

 5 A No, sir.

 6 Q So your recommendation on the opt-out surcharges is not

 7 based on any studies or cost studies or any other kind of

 8 analysis, but it's simply recommending the continuation

 9 of the existing initial and monthly opt-out surcharges?

10 A Correct.  I don't have any recommendation otherwise, and

11 nor is that my area of expertise.

12 Q Now, in your testimony you reference certain Staff

13 testimony and an adjustment that references the

14 Commission's investigation in U-20084.  Do you recall

15 that?

16 A Where is that, could you help me find it?

17 Q It's in your testimony regarding rebutting or responding

18 to Staff Witness Matthews.

19 A It's in the rebuttal testimony?

20 Q Rebuttal page 1, I believe.

21 A Yes.

22 Q And more specifically, on page 5 of your rebuttal?

23 A O.K.

24 MR. KESKEY:  Your Honor, to shorten any

25 cross-examination, I would simply ask your Honor and the
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 1 Commission to take official or judicial notice of the

 2 settlement in 20084 and the Commission order making

 3 determinations on that settlement, and I have been

 4 informed that I believe that that case is on the docket

 5 for tomorrow's Commission meeting.

 6 JUDGE WALLACE:  You are correct, it is.

 7 MR. KESKEY:  It is.  So that concludes my

 8 cross-examination.

 9 JUDGE WALLACE:  O.K.  Any further cross

10 for Ms. Robinson?

11 MR. SINGH:  I have some very few brief

12 questions, your Honor.  May I approach?  

13 JUDGE WALLACE:  Yes, you may.

14 MR. SINGH:  Thank you.  I believe I've

15 distributed what I've marked as S-20 to all the parties

16 before we began.

17 (Document marked for identification by the Court

18 Reporter as Exhibit No. S-20.)

19 CROSS-EXAMINATION 

20 BY MR. SINGH:  

21 Q So Ms. Robinson, do you recognize these documents?

22 A Yes, I do.

23 Q Could you tell me what they are?

24 A They are my responses during discovery.

25 Q O.K.  Are they responses related to the 3,300 cell relays
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 1 and $34 million?

 2 A Yes.

 3 Q So this is your response to Staff Witness Cody S.

 4 Matthews' audit response regarding this matter?

 5 A Yes.

 6 Q O.K.  And you can confirm that you did in fact prepare

 7 these responses, correct?

 8 A Yes.

 9 MR. SINGH:  At this point, your Honor,

10 Staff moves for the admission of what's marked as Exhibit

11 S-20, which consists of two pages, which is the Audit

12 Request CMS-8.5 and 8.7.  

13 JUDGE WALLACE:  Is there any objection to

14 the admission of Exhibit S-20?  (No response.)

15 Hearing none, the exhibit is admitted.

16 Is there anything further for

17 Ms. Robinson?  Mr. Maquera, would you like to take a

18 couple minutes?

19 MR. MAQUERA:  That's not necessary, your

20 Honor.  The Company has no redirect for this witness.

21 Thank you for the offer.  

22 JUDGE WALLACE:  Thank you very much.  You

23 are excused.

24 THE WITNESS:  Thank you.

25 (The witness was excused.)
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 1 JUDGE WALLACE:  O.K.  We got Wal-Mart in,

 2 right.  Mr. Keskey, are you ready to move for admission

 3 of your direct testimony and exhibits on behalf of GLREA?

 4 MR. KESKEY:  Yes, your Honor.  

 5 -  -  - 

 6 (Documents marked for identification by the Court

 7 Reporter as Exhibit Nos. GLR-1 through GLR-6.)

 8 MR. KESKEY:  At this time, by stipulation

 9 of the parties, GLREA moves to bind in the Testimony of

10 Geoffrey C. Crandall on behalf of the Great Lakes

11 Renewable Energy Association, which consists of a cover

12 page and 14 pages of questions and answers.  Along with

13 that testimony, we would have a number of exhibits, which

14 would be GLREA Exhibit 3 through GLREA Exhibit 6.

15 In addition, we move on behalf of GLREA

16 to admit the Direct Testimony and Exhibits of Robert

17 Rafson on Behalf of the Great Lakes Renewable Energy

18 Association, which consists of a cover page and 17 pages

19 of questions and answers.  Along with that would be

20 Exhibit GLREA-1 and GLREA Exhibit 2.  And that would

21 conclude, your Honor, the submission of testimony and

22 exhibits on behalf of GLREA at this time.  

23 JUDGE WALLACE:  Thank you, Mr. Keskey.

24 Is there any objection to the admission of the testimony

25 of Mr. Crandall or the testimony of Mr. Rafson?  (No
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 1 response.)

 2 Hearing none, the testimony is bound into

 3 the record.

 4 (Testimony bound in.)

 5 -  -  - 

 6
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 8
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I.  QUALIFICATIONS 1 

Q. What is your name and business address? 2 

A. My name is Geoffrey C. Crandall.  My business address is MSB Energy Associates, Inc., 3 

6907 University Avenue #162, Middleton, Wisconsin 53562. 4 

Q. On whose behalf are you testifying today? 5 

A. I am testifying on behalf of the Great Lakes Renewable Energy Association (“GLREA”). 6 

Q. Please describe your background and experience in the field of gas and electric 7 

utility regulation. 8 

A. I am a principal and the Vice President of MSB Energy Associates, Inc.  I have over 40 9 

years of experience in utility regulatory issues, including resource planning, restructuring, 10 

mergers, fuel, purchase power and gas cost recovery and planning analysis, energy 11 

efficiency, conservation and load management impacts, program design and other issues.  12 

I have provided expert testimony before more than a dozen public utility regulatory 13 

bodies throughout the United States.  I have provided expert testimony before the United 14 

States Congress on several occasions and have previously filed testimony in numerous 15 

cases before the Michigan Public Service Commission.  16 

 My experience includes over 15 years of service on the Staff of the Michigan Public 17 

Service Commission (Commission).  In my tenure at the Commission, I served as a rate 18 

and tariff analyst in the Electric Division (Rates and Tariff Section under the supervision 19 

of Dr. Hasso Bhatia) involving rate cases, as well as fuel and purchase power cases.  I 20 

also served as the Technical Assistant to the Chief of Staff, supervisor of the energy 21 

conservation section (involving residential and commercial energy efficiency programs).  22 
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I also served as the Division Director of the Industrial, Commercial and Institutional 1 

Division.  In that capacity, I was Director of the Division that had responsibility for the 2 

energy efficiency and conservation program design, funding, and implementation of 3 

Michigan utility and DOE-funded private company implemented programs and initiatives 4 

involving Industrial, Commercial and Institutional gas and electric customers throughout 5 

Michigan.   6 

 In 1990, I became employed by MSB Energy Associates, Inc. and have served clients 7 

throughout the United States on numerous projects related to system planning, fuel, 8 

purchase power and gas cost recovery assessments, energy efficiency and load 9 

management program development, electric restructuring, customer impact analyses, and 10 

other issues.  My vita is attached as Exhibit GLREA-3 (GCC-1). 11 

II.  DIRECT TESTIMONY 12 

Q. What is the purpose of your testimony in this case? 13 

A. The purpose of my testimony is to review and assess the reasonableness of the U-20162 14 

DTE Electric Company (DTE) request to raise rates and amend its rate schedules and 15 

rules governing the distribution and supply of electricity.  The focus of my testimony is to 16 

address the changes to Rider 16 related to the existing net metering program and the 17 

newly proposed Distributed Generation tariff (Rider 18).  GLREA Witness Rafson is 18 

providing testimony in this proceeding and together we demonstrate that DTE’s proposed 19 

changes to Rider 16 and the proposed Distributed Generation Tariff (Rider 18): 20 

 Would be an impediment to promoting increased reliance on renewable energy 21 

resources.   22 
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 The proposed modifications to the existing distributed generation tariff (Rider 16) 1 

modifications proposed by DTE should not be approved by the Commission.  2 

However, the changes to Rider 16 proposed by GLREA should be approved.  3 

 The proposed distributed generation (DG) tariff (Rider 18) has many flaws and 4 

should not be approved by the Commission.  The Commission should reject 5 

DTE’s proposed distributed generation tariff (Rider 18) and direct DTE to revise 6 

it to reflect the concerns articulated by the parties and Commission Staff and 7 

resubmit revised Rider 16 and Rider 18 language in a subsequent proceeding.  8 

However if the Commission deems U-20162 to be the appropriate forum to design 9 

and adopt a distributed generation tariffs then the Rider 18 changes suggested by 10 

GLREA should be adopted. 11 

 The terms of the proposed outflow component in the DG Tariff (Rider 18) would 12 

be confiscatory, unreasonable and problematic.  13 

 The proposed System Access Charge is unreasonable, punitive, and should not be 14 

authorized.  15 

 The filing and supporting materials fails to quantify and explain the financial 16 

impact of the proposed Distributed Generation tariff (Rider 18) on DTE’s system 17 

as well as DTE’s DG customers, which presents very significant problems in this 18 

case due to the absence of record evidence. 19 

 The Commission needs to ensure a gradual and reasonable transition for DG 20 

customers who desire to transition from (Rider 16) net metering into a new 21 

distributed generation tariff program (Rider 18).   22 
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 Because neither the Commission, staff nor the company has identified the 1 

monthly or annual utility bill or the financial impact on DTE and DTE DG 2 

customers (who have invested private capital in good faith) it is necessary for the 3 

DG customers to understand the potential impact of customers enrolling in the 4 

Rider 18 DG program. 5 

 The Commission should ensure consistency in DG tariffs and programs so 6 

distributed generation programs are not different throughout Michigan in order to 7 

minimize customer and trade alley confusion, mis-information, etc.  The 8 

Commission should establish a uniform policy that applies throughout the state. 9 

 DTE’s proposed distributed generation tariff would not be in the public interest 10 

and the proposed DG tariff and program should not be authorized by the 11 

Commission.  12 

Q. What concerns do you have regarding the impact of the proposed changes on 13 

distribution generation and renewable resources in DTE’s service territory? 14 

A. According to the Applicant, DTE is serving the varied needs of its customer base and 15 

believes it will be important to advance a distributed generation tariff utilizing current 16 

technology in an equitable manner to its customers.  DTE also asserted that net metering 17 

approaches have been a reasonable but initial approach.  However, with the Advanced 18 

Meter Infrastructure (AMI), DTE believes net metering is no longer reasonable in its 19 

service territory due to the new bi-directional metering capability.  The AMI was 20 

implemented at the request of DTE and at the expense of its customers in an effort to 21 

reportedly minimize utility costs (on-site metering reading, service terminations at the 22 

physical meter, etc.).  As a result of those beliefs and the newly implemented automated 23 
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meter infrastructure, DTE is proposing a termination of (in addition to proposing an 1 

increase in the monthly flat rate fixed cost from $7.50 to $9.00 per residential customer) 2 

the net metering program and request authorization to implement a distributed generation 3 

tariff (Rider 18).  Approval of such a tariff would have an adverse impact on many 4 

customer owned renewable energy systems.   5 

 DTE has proposed an arrangement whereby customers who own distributed generation 6 

will be subject to an inflow and an outflow charge/kWh as well as a newly invented 7 

“System Access Contribution” (SAC) based on the size of the renewable energy system.  8 

For the months that these customers are net generators (generating more kWh than they 9 

need for that month) DTE proposes to track the credits and make adjustments in a 10 

particular manner providing the customers maintain an available distributed generation 11 

capability.  Should these customers leave the DG tariff (Rider 16 or 18 status), DTE 12 

proposes that the customers forfeit any and all the credit they may have accumulated 13 

which benefitted DTE and its customers.  DTE is thus seeking authorization to refuse 14 

compensation for the commodity that distributed generation customers developed (who 15 

had invested their own private capital in allowing them to generate electricity which was 16 

subsequently handed over in good faith to DTE and its customers). DTE is now asking 17 

for authorization to not pay its customers who are complying with Rider 18 for electricity 18 

actually provided to DTE in good faith.   19 
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Q. What other concerns do you have regarding the Proposed changes to the existing 1 

Rider 16 and the proposed Rider 18? 2 

A. DTE has identified Public Act (PA 341) of 2016 and 2008 PA 295, MCL 460.1001 to 3 

460.1211 as two statutes that should be considered in assessing an appropriate course of 4 

action for DTE to take regarding distributed generation and renewable energy.  5 

According to DTE, the law requires that any rate case they file after June 1, 2018 requires 6 

that the Commission review, consider, and approve a tariff for inclusion in the schedule 7 

of rates and rules for customers who chose to participate in either a net metering program 8 

or a distributed generation program related to the clean, renewable, and energy waste 9 

reduction act (2008 PA 295).   DTE also asserts that “Section 177 (5), section 6a of 1939 10 

PA 3, MCL 460.6a, states that a charge for net metering and distributed generation shall 11 

not be reduced by any credit or other ratemaking mechanism for distributed generation 12 

under this section”.   Witness Serna states that “Although I am not an attorney and don’t 13 

propose to offer a legal opinion, it seems clear to me that the plain language of these 14 

statutory provisions precludes compensating distributed generation customers for 15 

anything other than the statutorily predetermined value of their generation.  Witness 16 

Serna cites PA 341, Public Act 342, Section 177(4) …”.  The credit per kilowatt-hour for 17 

kilowatt-hours delivered into the utility’s distribution system shall be either of the 18 

following: 19 

(a) The monthly average real-time locational marginal price for energy at the 20 

commercial pricing mode within the electric distribution service territory, or for 21 

distributed generation customers on a time-based rate schedule, the monthly 22 

average real-time locational marginal price for energy at the commercial pricing 23 
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node within the electric distribution service territory during the time of use pricing 1 

period.   2 

(b) The electric utility’s or alternative electric suppliers’ power supply 3 

component, excluding transmission charges, of the full retail rate during the 4 

billing period or time of use pricing period.  5 

Q. With respect to the legislative intent are you aware of laws that require the 6 

Commission to encourage renewable energy resources and Distributed Generation? 7 

A. Yes.  The Clean and Renewable Energy and Energy Waste Reduction Act, 2008 PA 295, 8 

Section 1001, MCL 460.1001, specifically encourages "private investment in renewable 9 

energy and energy waste reduction" and sets a goal of 35% of the state's electricity needs 10 

through energy waste reduction and renewable energy by 2025.  Also, MCL 11 

460.1001(3)(b) addresses the renewable energy component.  The purpose of this act as 12 

set forth in Section 1001(2) is to promote the development and use of clean and 13 

renewable energy resources and the reduction of energy waste through programs that will 14 

cost-effectively do all of the following:  15 

(a) Diversify the resources used to reliably meet the energy needs of consumers in 16 

this state.  17 

(b) Provide greater energy security through the use of indigenous energy resources 18 

available within the state.  19 

(c) Encourage private investment in renewable energy and energy waste reduction.  20 
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Q. Could you explain your concerns regarding the proposed revisions to Rider 16 that 1 

DTE is Proposing? 2 

A. Act 295 of 2008 requires that the Commission encourage private investment in renewable 3 

energy and distributed generation as well as energy waste reduction.  Based on practical, 4 

real-world experiences, it will be very important that DTE customers are afforded a 5 

reasonable duration for a contract term that matches the useful life of renewable energy 6 

resources and duration of a DG tariff.  Customers expect fair and reasonable financial 7 

treatment and the ability to get reasonable and equitable cost recovery that assists DTE 8 

and its customers who are considering investment of their own private capital to acquire 9 

renewable energy resource or distributed generation.  A long-term contract matching the 10 

useful life of the resources is needed, just as the Commission uses a “used and useful” 11 

test for DTE owned generation.  The same should apply to renewable energy resources 12 

and distributed generation resources.  At a minimum, a 25-40 year life term of contact for 13 

Rider 16 net metering or Rider 18, Distributed Generation Tariff would be reasonable and 14 

would be essential to encourage private investment in renewable energy resources and 15 

distributed generation resources. 16 

Q. Could you explain your concerns regarding the eligibility date as proposed in the 17 

modified Distributed Generation Tariff (Rider 16)? 18 

A. Yes. In Exhibit GLREA-4 (GCC-2), I am proposing a change on page D-101.00 that 19 

would modify the start date proposed to be April 2019 modified to begin on January 1, 20 

2020.  This would allow for a smoother and more reasonable transition process for 21 
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customers electing to terminate enrollment in Rider 16 and initiate enrollment in Rider 1 

18. 2 

Q. Could you explain your concerns regarding the Contract term in the Distributed 3 

Generation Tariff (Rider 16)? 4 

A. Yes.  Act 295 of 2008 requires that the Commission encourage private investment in 5 

renewable resources (see Exhibit GLREA-4 (GCC-2), on Sheet No.  D-106.00), I 6 

propose a modification to the contract term to the life of the renewable energy or 7 

distributed generation resource to match the expected useful life to the distributed 8 

generation resource.  If this is not acceptable to the Commission, I would recommend a 9 

minimum contract term be 25 years based on the expected useful life of the renewable 10 

energy or distributed generation resources. 11 

Q. Could you explain your concerns regarding the proposed May 2019 billing month 12 

start date as proposed in the Distributed Generation Tariff (Rider 18 Sheet No. D-13 

111.00)? 14 

A. Yes. In Exhibit GLREA-5 (GCC-3), I am proposing a change on page D-111.00 that 15 

would modify the eligibility effective date to be January 1, 2020 rather than the proposed 16 

date of April 2019.  This would allow for synchronization with Rider 16 and Rider 18 17 

tariffs resulting in a smoother and more reasonable transition process for customers 18 

electing to terminate enrollment in Rider 16 and initiating enrollment in Rider 18. 19 
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Q. Could you explain your concerns regarding the proposed renewable generation 1 

increase relative to the Distributed Generation Tariff (Rider 18)? 2 

A. Yes, on Original Sheet No. D-111.00, DTE proposes “If an existing customer who 3 

participates on Rider 16 increases the aggregate generation following the effective date of 4 

this rider, then all generation on site will be subject to the terms and conditions of this 5 

tariff.” 6 

 This proposed tariff provision is squarely and directly in conflict with PA 295 of 2008, 7 

and should not be approved by the Commission.  The Commission has a duty and 8 

obligation to encourage private investment in renewable energy and distributed 9 

generation resources.  This proposed provision would be a major impediment and would 10 

send the wrong signal to current owners of distributed generation resources and to those 11 

who are considering making private investments in distributed generation and renewable 12 

resources.  This is the exact wrong message to send to those who enrolled in the Rider 16 13 

program in good faith.  14 

Q. Could you explain your concerns regarding the proposed System Access 15 

Contribution, which is embedded in the proposed Distributed Generation Tariff 16 

(Rider 18)? 17 

A. Yes.  DTE proposed a new System Access Contribution (see Original Sheet No. D-18 

114.00).  DTE stated that the reason for this new charge is “A volumetric basis is 19 

insufficient but serviceable approach to recovering fixed utility system costs when loads 20 

are stable and predictable on a time horizon consistent with demand related distribution 21 

investments.  When stability and predictability are no longer assured, the recovery of 22 
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costs must more closely match their incurrence”…. While distributed generation 1 

customers maintain their full electric system optionality at every point in time, they are 2 

not supporting the costs of the infrastructure required for their service.”    3 

 Neither DTE Witness Serna nor Dennis has presented or identified a cost of service study 4 

or a comprehensive analysis that supports the basis for the System Access Contribution.  5 

To add on an additional unsubstantiated “contribution” to DTE based on the nameplate of 6 

the distribution generation equipment would represent a further impediment and barrier 7 

to existing and potential customers who have been or may be willing in the future to 8 

make private investments in distribution generation resources.  GLREA does not support 9 

the proposed System Access Contribution. 10 

Q. Could you explain your concerns regarding the “Application of Service” component 11 

of the Distributed Generation Tariff (Rider 18) on Original Sheet No.  D-114.00? 12 

A. Yes.  Under “Application of Service,” DTE proposes that ” If a customer does not act or 13 

correspond on an application for over 6 months, when some action is required by the 14 

customer, the application may be voided by the Company”.  Because these projects can 15 

be administratively burdensome and time consuming for residential customers, I suggest 16 

that the following tariff language: “If a customer does not act or correspond on an 17 

application for over 9 months, when some action is required by the customer, the 18 

application may be voided by the Company.” 19 
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Q. Could you explain your concerns regarding the proposed Customer Billing, Outflow 1 

language included in the Distributed Generation Tariff (Rider 18)? 2 

A.  Yes.  On (GCC-4) Original Sheet No. D-113.00, DTE proposes the following language in 3 

the tariff: “The credit shall not offset delivery charges or other surcharges.”  DTE has not 4 

included a justification for this language and it is again another language provision that 5 

creates an impediment for customers to resist private investments in distributed 6 

generation resources.  7 

Q. Could you explain your concerns regarding the proposed power supply credit for 8 

outflow Distributed Generation Tariff (Rider 18) language found on Original Sheet 9 

No. D-113.00 (1) Full Service Customers? 10 

A. Yes.  On Original Sheet No. D-113.00 (1), DTE proposes the following language in the 11 

tariff “Customers on non-time based rate schedules will be credited for each kWh of 12 

outflow at the monthly average real-time locational marginal price for energy at the DTE 13 

Electric-appropriate load nodes.”  In order for the customer on a distributed generation 14 

tariff (Rider 16 or 18) to be compensated in a reasonable manner consistent with 2016 PA 15 

342,400.1177(4), the previous sentence should be replaced with this language: 16 

“Customers on non-time based rate schedules will be credited for each kWh of outflow at 17 

the monthly average real-time locational marginal price for energy at the DTE Electric-18 

appropriate load nodes plus distribution costs”.  This revised language would eliminate 19 

impediments and barriers for customers who have purchased or may purchase renewable 20 

resources and distributed generation resources.  21 
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Q. Could you explain your concerns regarding the customer billing language in the 1 

proposed Distributed Generation Tariff (Rider 18)? 2 

A. Yes.  In my review of the proposed distributed generation tariff proposal, I have not seen 3 

an assessment (in the materials provided by DTE) of the financial impact of the proposed 4 

DG tariff on DTE’s customers who chose to enroll in the Rider 16 or Rider 18 DG tariff.  5 

One can assume that DTE has an understanding as to what the financial impact might be 6 

on their system, however no effort has been put forward and filed in this case that 7 

quantifies the rate, monthly bill, or financial viability assessment for DTE customers who 8 

have already invested in distributed generation resources or those who may invest their 9 

private capital in distributed generation resources.   10 

 As I identified in Exhibit GLREA-5 (GCC-3) there needs to be an initial phase-in 11 

period and fact gathering process so the customer better understands the potential impact 12 

on their rates, monthly bills, and financial impact on the viability of the distributed 13 

generation resources they own or may acquire.  I propose that, at the request of the 14 

customer wishing to enroll, DTE track the customer’s metered inflow and outflow 15 

consumption for a period of 24 months.  At the end of the 24-month phase-in period, the 16 

Company shall provide the results of the actual inflow and outflow kWh history 17 

presented to the customer.  This assessment should include kWh unit impacts and the 18 

monetized impact so the customer will be able to assess the costs/savings that would have 19 

been resulted had they been enrolled in the Rider 18 distributed generation tariff during 20 

the 24-month phase-in period.  Once the customer has the phase-in report they have 30 21 

days to decide whether or not they want to enroll in the Rider 18 tariff, distributed 22 

generation program.  This would allow existing or potential distributed generation 23 
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customers to be well informed and able to assess the desirability of investing private 1 

capital in distributed generation resources.  In stark contrast, Xcel Energy has identified 2 

clearly what the Distributed Generation rate would be for customers as part of their 3 

community solar gardens program in the Minnesota service territory.  See Exhibit 4 

GLREA-6 (GCC-4). 5 

Q. Could you explain your concerns regarding the customer billing language regarding 6 

customer termination included in the proposed Distributed Generation Tariff 7 

(Rider 18)? 8 

A. Yes, as I identified in Exhibit GLREA-5 (GCC-3) the following proposed language on 9 

Original Sheet No.  D-118.00 in the tariff should be eliminated “Upon customer 10 

termination from the Distributed Generation Program, any existing credit on the 11 

customers account will be forfeited.  Distributed generation Program credit is non-12 

transferable.”  And also “Upon Company termination of the Distributed Generation 13 

Program, any existing credit on the customers account will be forfeited.  Distributed 14 

Generation Program credit is non-transferable.”  I oppose these provisions of the 15 

proposed tariff and recommend they be stricken in their entirety.  These proposed tariff 16 

provisions would be confiscatory, inequitable, and unjustifiable and would represent a 17 

major barrier and impediment to DTE customers who would be enrolled in Rider 16 or 18 

Rider 18.   19 

Q. Does this complete your testimony? 20 

A. Yes. 21 
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Q. Please state your name and business address for the record.  1 

A. My name is Robert Rafson, P.E., 200 Viridian Drive, Muskegon, MI 49440 2 

Q. On whose behalf are you testifying?  3 

A. I’m testifying on behalf of the Great Lakes Renewable Energy Association (“GLREA”) 4 

and I am the owner of Chart House Energy, LLC, a renewable energy development 5 

company. 6 

Q. What is GLREA? 7 

A.  The GLREA is a 501(c)(3) (non-profit) corporation based in Michigan.  GLREA’s Mission 8 

Statement is to "Promote the Use of Renewable Energy in Michigan and in the Great Lakes 9 

Region, By Empowering Our Members and the Public Through Advocacy, Education and 10 

Strategic Collaboration.  GLREA’s vision statement is: “We believe that current and 11 

emerging clean, renewable energy solutions can provide 100% of the electrical energy 12 

demand in the Great Lakes Region. Furthermore, we believe that increasing development 13 

and access to clean, renewable energy that is locally produced, operated and utilized, 14 

supports economic development, creates new good paying jobs and is essential to 15 

supporting healthier, more resilient communities that advance climate justice.” 16 

Q. What is Chart House Energy, LLC? 17 

A. Chart House Energy is a renewable energy development firm focusing on solar 18 

photovoltaic (“PV”) resources, energy storage and some energy efficiency measures.  19 

Chart House Energy built the first commercial system under Consumers’ EARP program 20 

in June 2010 and the then largest PV project in Michigan.  Chart House Energy also built 21 

the then largest PV system in Iowa at the time as well as many larger commercial sized 22 
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solar PV systems throughout West Michigan and a few other places around the state and 1 

Midwest. Chart House Energy comes from an economically distressed community.   Chart 2 

House Energy recruits, trains and hires from low- and moderate-income (“LMI”) people 3 

throughout the state.  Presently, Chart House Energy has partnered with the City of 4 

Ypsilanti in participating in the U.S. Department of Energy (“USDOE”) SunShot Solar in 5 

Your Community Challenge where we have trained LMI people in Ypsilanti, Detroit, West 6 

Bloomfield, Muskegon, and will be in Flint and other communities.  We, at Chart House 7 

Energy, integrates training with actual installs and pays workers at least living wage. We, 8 

at Chart House Energy, take this further by assisting trainees to obtain permanent positions 9 

with other PV installers or other construction jobs. 10 

 Chart House Energy develops and finances solar PV projects for not-for-profit entities in 11 

DTE territory.  In this proceeding, Chart House Energy and as a member of GLREA brings 12 

a unique perspective and is uniquely situated to provide information to this Tribunal and 13 

the Commission about how the proposed rate changes, program changes, and cost 14 

allocation changes may affect GLREA's members who are DTE customers and similar 15 

customers of DTE. 16 

Q. Please describe your educational background? 17 

A. I received a Bachelor of Science degree in Mechanical Engineering from the University of 18 

Wisconsin-Madison and a Professional Engineering License in Wisconsin, Illinois and 19 

Michigan.  I also have received North American Board of Certified Energy Practitioner 20 

(“NABCEP”) certification as a certified PV designer and installer. 21 

Q. Please describe your relevant business experience? 22 

A. I have been a Brownfield Developer for more than 25 years and started installing 23 
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renewable energy and energy efficiency measures on my buildings for roughly 15 years 1 

ago.  In 2009, I started Chart House Energy and have developed more than 4 MW of solar.  2 

In addition, I participated in and presented at the MPSC Distributed Generation workgroup 3 

last year. 4 

Q.  Are you sponsoring an exhibit with your direct testimony? 5 

 Yes. I am sponsoring GLREA-1 (RR-1), Resume of Robert Rafson and GLREA-2 (RR-2) 6 

a proposed alternative DTE DG tariff for the MPSC to consider.  7 

Q. Were these exhibits prepared by you or at your direction?  8 

A. Yes 9 

Q. Have you previously presented testimony before the Michigan Public Service 10 

Commission (“MPSC” or the “Commission”)? 11 

A. Yes.  12 

MPSC Case Company Description 
U-20165 Consumers Energy Integrated Resource Plan 

Q. What is the purpose of your direct testimony?  13 

A. I will discuss DTE’s proposed Distributed Generation (DG) Tariff and some of the 14 

potential impacts and pricing signals created by the proposed DG Tariff. Specifically, as it 15 

relates to the fair and reasonable rates and fair use of electric grid.  To clearly demonstrate 16 

our position, we have included an edited DG Tariff (GLREA-2). 17 

 My testimony should be considered as still pertinent in the context of both “Distributed 18 

Generation” (DG) customers, which are progressively evolving toward a status of 19 

“Distributed Energy Resource” (DER) customers, when adding energy battery storage 20 
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capacity and smart inverters to their “behind the utility meter” equipment.      1 

Q. What are your thoughts on the proposed DTE DG Tariff?  2 

A. GLREA is concerned that the DTE DG Tariff attempts to thwart competition by proposing 3 

rates creating price signals that will destabilize the grid, increase costs for all customers 4 

and steal value from existing and new DG customers for DTE’s profit. My testimony will 5 

focus on three main points. The DTE DG Tariff:   6 

 1. Does not reflect fair and reasonable rates or DG support of the electric grid 7 

 2. Increases barriers to solar PV investment access  8 

 3. Provides an unfair enrichment to the utility 9 

 Rate design create price signals that can affect customers habits and investments.  This 10 

means that electric rates need to be crafted with the resulting price signals to promote 11 

habits and investments that will produce a higher quality, more reliable and stable electric 12 

grid while keeping electric rates as low as reasonably possible both for the customer who 13 

are changing their habits and making investments without negatively impacting other 14 

customers.  15 

 “Evidence shows that well-designed rates can have significant impact, but also that 16 

poorly designed rates can have a negligible impact.”1  We hope that DTE adopts well 17 

designed time of use rates which will create sufficient price signals to attract 18 

voluntarily DG adoption.   19 

Q. How does DTE’s proposed tariff fail to reflect fair and reasonable rates? 20 

1. DTE bases their justification for this DG tariff in the argument that DG customers 21 

                                                      
1 https://www.utilitydive.com/news/rate-design-demand-charges-time-based-rates/419997/ 
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benefit from having the electrical grid as the customer’s battery, but in fact the 1 

benefits created by DG customers decrease operating cost of the utility. DTE’s 2 

DG tariff proposal translates to more profit for DTE as opposed to decreasing 3 

operating costs and thus customer’s rates. Ultimately DG customers subsidize the 4 

utility and all customers. DG creates grid support and allows the utilities to create 5 

a more stable grid with better power quality at the customer level but will not be 6 

properly compensated in this proposed tariff.  7 

2. Several studies and the MPSC staff DG report show that DG customers through 8 

the proposed inflow/outflow mechanism overcharge DG customers, ultimately 9 

subsidizing other customers by decreasing the utilities operating costs.  10 

3. DTE’s proposed DG tariff is a much more extreme version of overcharging the 11 

DG customers. 12 

4. DTE’s proposal ignores the available potential of deploying smart inverters and 13 

dispatchable power throughout the grid to further improve grid stability, 14 

reliability and decrease costs. 15 

5. The DTE proposed DG tariff includes additional costs to the DG customer that 16 

impacts their ability to receive a fair and reasonable rate of return on DG 17 

investment.  18 

Q. How does this proposed tariff increase barriers to solar PV investment access?  19 

A. This proposed tariff increases barriers to DG Customers by: 20 

 1. Decreasing return on investment by purchasing Outflow at low LMP price 21 

 2. Adding an access charge 22 

 3. Overcharging through Inflow/Outflow mechanism over True Net Metering 23 

3998



Robert Rafson 
Case No. U-20162 

- 6 - 

 

 

 4. Retaining caps on deployment 1 

 5. Misappropriating benefits by the company from DG customers 2 

 6. Lack of purchasing generated SRECs  3 

Q. What problems are associated with the proposed outflow valuation of locational 4 

marginal pricing? 5 

A. DTE proposes as part of the DG tariff, “Customers on non-time based rate schedules will 6 

be credited for each kWh of Outflow at the monthly average real-time Locational Marginal 7 

Price (LMP) for energy at the DTE Electric-appropriate load node.” Using LMP, the 8 

wholesale and energy only pricing, as the value of outflow is problematic for the following 9 

reasons: 10 

1. It is not free from “undue discrimination”2 and thereby imposes undue adverse 11 

impacts to creating a fair and reasonable price. The bulk of energy sold through 12 

the “market” is DTE and Consumers purchasing their own generated power at a 13 

rate that they set. The price that is described as “market rate” is effectively set by 14 

the investor owned utilities in the state. 15 

2. Power from distributed generation sources is valued less in this proposed tariff. 16 

Utilities price capacity higher so the wholesale energy price is low, at $0.03/kWh 17 

average for 20173. By excluding capacity value, DTE can use the capacity the 18 

renewable energy provides in the territory without having to pay for it as well as 19 

ignoring all of the other ways that DG lowers operating cost for DTE. DG 20 

actually lowers electric grid operational costs incurred by the utility and should be 21 

                                                      
2 FERC Order No. 888, April 24, 1996; see also https://www.publicpower.org/policy/wholesale-
electricity-markets-and-regional-transmission-organizations 
3 https://www.misoenergy.org/markets-and-operations/real-time-displays/ 
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valued higher than the proposed LMP.  1 

3. LMP and ex ante LMP do not reflect all the positive attributes of what solar PV 2 

provides for DTE in reducing their operations costs, capacity and other factors 3 

that would be considered in a Cost of Service Study.   4 

4. Finally, DTE’s proposal creates a great deterrent to anyone trying to install their 5 

own DG system. Under DTE’s model, utilities would be the only entity able to 6 

take advantage of the economics and benefits from DG. 7 

 GLREA (and Chart House Energy) supports a tariff set by a MPSC cost of service study 8 

that considers all of the attributes created by renewable distributed energy resources or as 9 

recommended by NREL, a comprehensive integrated DGPV value study.4  Only in this 10 

way can we achieve a fair and reasonable tariff.   11 

Q. Should DTE charge customers a System Access Contribution (SAC) charge? 12 

A. GLREA and Chart House Energy do not support the proposed System Access Contribution 13 

as proposed in the DG tariff: “Customers attached to this rider to residential secondary rate 14 

schedules, or to commercial secondary rate schedules that do not have delivery demand 15 

charges, shall be subject to the SAC charge.”  16 

 The December 2016 legislation, P.A. 341 and 342, did not include adding additional costs 17 

such as a system access charge or otherwise demand charges to DG customers. 18 

Additionally, it does not fall under the fair and reasonable rate function of ratemaking,5 nor 19 

                                                      
4 https://www.nrel.gov/docs/fy14osti/62447.pdf 
5 Tomain, J.P, Cudahy, J.R.D. 2011. Energy Law in a NutshellI.  Thomson Reuters. 2nd edition.; 
see also Phillips, C.F, and Brown, R.G. 1993. The regulation of public utilities: theory and 
practice. Arlington: Public utilities reports.  
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under the MPSC’s number one goal to ensure customers receive fair and reasonable rates.6  1 

Implementing this proposed cost will certainly increase barriers to new and ultimately 2 

existing DG customers and if charge income is retained by DTE for its’ shareholders the 3 

result would be “unfair enrichment”. New customers will be deterred by the economics of 4 

installing their own system in DTE territory. This will be especially disincentivizing to low 5 

income households who already spend 15-20%+ of their income on electricity.7  6 

Q. What would be a fair and reasonable alternative to overcharging the DG customer? 7 

A. Outflow valuation: Chart House Energy proposes what we believe to be a fair and 8 

reasonable rate for DG in Michigan based on the MPSC cost of service study calculation as 9 

well as neighboring states with similar climates to Michigan.  We believe the retail rate for 10 

outflow value must consider Energy, Capacity, Demand and Time of generation to 11 

determine appropriate outflow valuation.  This will need to be done through a cost of 12 

service study.  Below is a review of Michigan, Illinois and Minnesota methodologies to 13 

determine a fair and reasonable credit for DG customers. 14 

 MPSC 15 

 MPSC Staff DG report8 using standard pricing the average residential customer (6.28 kW) 16 

would have the following annual cost: 17 

 $84 True Net Metering 18 

                                                      
6 www.michigan.gov/mpsc/ 
7 Low-Income Energy Affordability Data (LEAD) tool. 2015 data. Available at 
https://catalog.data.gov/dataset/clean-energy-for-low-income-communities-accelerator-energy-
data-profiles-2fffb/resource/835cb8a9-1fc5-4fc1-8ad2-85b632416d01?inner_span=True, updated 
10/6/2017.  
8 Available at: https://www.michigan.gov/documents/mpsc/MPSC_Staff_DG_Report_with_ 
Appendices_614779_7.pdf page 23. 
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 $406 Inflow / Outflow 1 

 The Cost of Service Study analyzed only inflow pricing effects (thus a full study is still 2 

needed) and determined that the average residential DG customer would be over charged 3 

by $105.74/yr (we did not include distribution deficiency because the proposed tariff does 4 

not credit outflow distribution).  If we take DTE’s present residential rate and put it against 5 

the power production curve of solar then we would arrive at 2/3 summer rate 6 

($0.06756/kWh and 1/3 winter rate ($0.04282/kWh) = $0.05940/kWh weighted average 7 

price of power.  MPSC staff calculated rate $0.0743/kWh – DTE weighted residential rate 8 

$0.0594/kW = $0.0149/kWh additional overcharge x 7,844/kWh/yr average residential = 9 

$116.88/yr + Staff determined overcharge $105.74/yr = $222.62/yr overcharge.  We 10 

believe that Staff came to a reasonable conclusion after adjusting to DTE’s actual rate. 11 

Calculating a credit using their $222.62/yr overcharge and an average 6.28 kW residential 12 

solar customer, the result would be a customer access credit of $2.95/KW/month using 13 

Inflow/Outflow with outflow at retail energy only.  We believe once the cost of service 14 

study is done that a similar amount would be appropriate for commercial and industrial 15 

rates and as these values change the overcharge will be adjusted as well. 16 

 Illinois 17 

 IL SREC rate represents an alternative way to compensate DG customers for their grid 18 

support 9.  This rate produces a credit for residential customers of $0.07/kWh to 19 

$0.085/kWh above net metering.  The SREC credit is $0.07/kWh to $0.085/kWh * 1,250 20 

kWh/KW/yr (PVWatts indicated annual average performance for MI) = $87.50 to $106.25 21 

                                                      
9 https://www2.illinois.gov/sites/ipa/Documents/2018ProcurementPlan/ComplianceFiling 
Memorandum.pdf 
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KW/yr / 12 months/yr = $7.29/KW/month to $8.85/KW/month credit plus net metering 1 

benefit. 2 

 Minnesota 3 

 Minnesota utilizes a value of solar (VOS) to properly pay for the benefits created by solar 4 

DG. Minnesota VOS is ~$0.127/kWh10  by considering several types of avoided costs: 5 

fuel, fixed &variable O&M, generating, reserve, transmission, and distribution capacity, 6 

and environmental. Under the Minnesota VOS methodology, solar customers would 7 

receive (less the weighted DTE residential rate $0.05940/kWh) $0.0656/kWh x 8 

1,250kWh/KW/yr (estimated annual system production) = $6.84 KW/yr  9 

 To recap a fair and reasonable credit using the MPSC report and existing incentives from 10 

IL and MN: 11 

 $2.95 / KW   Credit based upon MPSC Staff report 12 

 $7.29 to $8.85 / KW Credit based upon IL SREC incentive 13 

 $6.84 / KW  Credit based upon MN Value of Solar incentive 14 

 Our methodology above attempts to Michiganize solar valuation from states such as 15 

Illinois and Minnesota. The proposed Inflow/Outflow methodology charges $322 more 16 

than True Net metering as described in the Staff DG recommended Tariff. We believe that 17 

the MPSC should have the chance to understand both economic and social impacts of the 18 

proposed rate change. If the MPSC chooses to retain the DG Tariff Inflow/Outflow 19 

methodology, we believe a credit of $2.95/kW is a fair and reasonable alternative to 20 

overcharging the DG customer but believe the credit should be somewhere between IL and 21 

                                                      
10 Minnesota Value of Solar: Methodology. (2014). Available at: http://mn.gov/commerce-
stat/pdfs/vos-methodology.pdf.  
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MN to be fair and reasonable. We support annual calculations and adjustments of the DG 1 

tariff to accurately reflect current data. These changes should be applied to customers 2 

entering the tariff during that year.  However, customers previously entered into the tariff 3 

should not be affected.   4 

 NEM credit 5 

 Alternatively, True Net Metering (Outflow at retail rate) could be the basis of power rates 6 

and then we would need to create a Service Access Contribution credit to reflect the 7 

amount of contribution that the DG customer provides to the grid over and above the retail 8 

rate of power used as the power value for Outflow.   9 

Q. Once a DG tariff is approved should there be a cap on deployment? 10 

A. No. The MPSC conducted a cost of service study to determine a value of DG they deem 11 

fair and reasonable for DG customers. The DG tariff should then create a fair and 12 

reasonable compensation for the company for Energy, Capacity, and Distribution.  Once 13 

this is accomplished, there should be no more need for the 1% cap because the company is 14 

being compensated and would allow access to all customer not just early adopters.   15 

Q. How is the company misappropriating benefits that otherwise belong to the DG 16 

customer?  17 

 Forfeiture of credits 18 

 The proposed tariff states: “upon customer termination from the Distributed Generation 19 

program, any existing credit on the customer’s account will be forfeited.”  20 

 This is the same for a company termination of the Distributed Generation Program.  We 21 

believe this constitutes illegal seizure as the credit is not theirs to keep. The credit is money 22 
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created by the excess generation renewable energy and if for any reasons the customer 1 

chooses to terminate or is terminated by the company, the company should be obligated to 2 

reimburse the customer based on the predetermined DG program agreement rates.  3 

 Power Supply Cost Recovery 4 

 Full service customers: “The customer will be billed according to their retail rate schedule, 5 

plus surcharges, and Power Supply Cost Recovery (PSCR) Factor on metered Inflow for 6 

the billing period or time-based pricing period.” 7 

 The December 2016 legislation now includes fuel charges for operating this program, 8 

meaning energy costs of the program shall be recovered through PSCR11. When a 9 

customer produces more power than used, the utilities are able to take the PSCR credit, 10 

multiply by the excess energy and ultimately come out with a positive PSCR. This means 11 

that the utility not only gets to keep the fuel savings but also gets paid for the fuel savings 12 

created by the outflow and get paid again because the double negative creates a cost to the 13 

solar customer. Based on the cost of service study and other studies that illustrate DG 14 

customers support the grid, the company should be crediting DG customers for the PSCR 15 

for all of that fuel saved.  16 

Q. How does a lack of a SREC market in Michigan impact DG customers? 17 

 The lack of addressing purchases of the SRECs to meet the utilities’ RPS (renewable 18 

Portfolio standard) is a barrier.  Many other utilities or states have created both open 19 

markets and SREC programs to meet the RPS.  The lack of such a program reflects DTE’s 20 

desire to limit others from installing solar by not being willing to purchase the value of the 21 

SRECs.   22 
                                                      
11 P.A. 295, 460.1175  
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 SREC purchases are another way to pay customers who invest in solar for the 1 

environmental benefits created by solar and other cost benefits related with achieving the 2 

RPS.  This would be another way to achieve positive cost signals for the adoption of solar. 3 

Q. How do the changes in Interconnection application affect DG customers? 4 

A. Chart House Energy believes the language of the Application for Service is confusing. 5 

Chart House Energy suggests the company might want to call this section of the DG Tariff 6 

“Interconnection Application” instead of “Application for Service”.  The application is not 7 

for Service but to interconnect parallel generating equipment. 8 

 We are pleased that the company has seen clear to reduce the hurtle to applying for 9 

Interconnection of a parallel generating system.  This will help most the small system 10 

owners and low- and moderate-income customers.  However, a decrease in application fee 11 

comes at the cost as the company can charge for interconnection costs (for example they 12 

can charge to replace aging infrastructure like transformers servicing the customer).  Since 13 

the definition of those interconnection costs are not described, we are worried that the 14 

company will shift maintenance of the distribution equipment and aging infrastructure to 15 

the customers who choose to invest in solar systems.   16 

Q. Do the price signals of the proposed DTE DG tariff affect the way a customer with 17 

solar and storage might operate their system and does this positively impact DTE, 18 

the grid and overall customer pricing? 19 

A. The price signals in this DG tariff support installing storage with the renewable energy 20 

generating equipment to allow the excess energy produced during the day and offset power 21 

used at night.  This is done to decrease Outflow and uses as much of the energy on site as 22 

possible thus offsetting the retail rate.  Unfortunately, this will mean that the power 23 
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generated by solar during the utilities’ peak with be shifted to reduce night time usage.  1 

This will result in reduction of night time base load generation and thus increase the power 2 

rate for all customers because day time peak will only be decreased by the individual 3 

user’s daytime peak and any excess is used during lower generation need times.  If the 4 

tariff encouraged dispatching of power during peak periods the utility would decrease its 5 

most expensive peak power plants, allow intermediate generating assets to become more 6 

base load plant thus again decreasing operating costs and thus lowing cost to all customers. 7 

 DTE has an opportunity here to support tariffs that would make their operations more 8 

reliable, dependable, with better quality and decreased costs to all customers. The current 9 

DTE proposed tariff instead impedes further development and steals value form those 10 

already invested in renewable energy. 11 

 Renewable Energy Resources are being developed throughout the world and the benefits 12 

create a more resilient, dependable grid with higher quality power, and with dispatchable 13 

power that is offered by storage combined with solar with smart inverters.  These inverters 14 

can provide reactive power to fix lagging power that precedes brownouts.  The smart 15 

inverter can adjust voltage and frequency to counteract the lagging, lower voltage power.  16 

If there is enough DG capacity, this can correct the voltage and frequency enough to 17 

prevent brownouts, the most frequent source of power outages.   18 

 It is increasingly important to support deployment of dispatchable power.  Unfortunately, 19 

the company has not addressed the grid support that smart inverters and storage can 20 

provide in any tariff.  The DG tariff could be a good location to provide positive price 21 

signals to encourage those customers investing in solar to include storage and to allow the 22 

company to, when needed, control or at least incentivize reactive / dispatchable nature of 23 
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renewable energy with storage.  It is our hope that Utilities in the Midwest will create price 1 

signals to promote the installation of smart inverters and storage with solar and to use them 2 

to create a more stable, resilient, higher quality power at a lower life cycle cost. 3 

Q. What length of time should customers rates and rate structures be fixed?   4 

A. Solar equipment is warrantied for 25 years and rate structures should be stable for at least 5 

25 years.  Like the utilities that make investment in large power plants and renewable 6 

energy they want to recover their investment and make money on the same.  Similarly, 7 

customers who want to invest in solar are making a 25-40 year investment and would like 8 

the surety of a stable rate structures. 9 

Q. How does the DTE proposal contribute to safeguarding a situation of monopoly on 10 

the generation of electric energy and traditional “top-down” unidirectional 11 

distribution of energy to customers? 12 

A. DTE’s justification for the proposed DG tariff attempts to convince the regulators and their 13 

customers that utilities (by themselves and without participation of customers) are best 14 

capable of developing and distributing cheaper clean energy generation and storage 15 

projects.  16 

 Their main argument is that utility-size investments are more cost-effective (per kWh 17 

distributed) and easier to manage than a multitude of similar smaller distributed projects 18 

sited at the customer level.  The cost efficiency of large infrastructure projects is generally 19 

true but overall system flexibility, reliability and time-to-operation delays are also realities 20 

worth being taken into consideration since they also procure significant benefits.      21 

 DTE arguments are not new.  They were used less than 50 years ago by IBM to slow down 22 

the emergence of networked distributed micro-computers perceived as a threat to IBM 23 
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dominance.  We all know how well this argument held credibility over time.    1 

 We believe that utilities have a significant and critical role to play to speed up the 2 

transition toward a clean energy environment (solar as well as wind).  However, power 3 

generation is not any more a natural monopoly, as successfully demonstrated in many 4 

countries world-wide and with the increasing recourse to commercially negotiated long-5 

term “power purchase agreements” with independent power producers. 6 

 Similarly, DG/DERs can be classified as small independent power producers benefiting 7 

from long-term contractual arrangements with their interconnected power distribution 8 

utility.   Even if small in term of both capacity and energy, their surplus outflows of energy 9 

can be mobilized as highly flexible distributed locational complements to outputs from 10 

larger utility or independent power generators. 11 

 By contrast, power distribution remains (up to this date) a natural monopoly for 12 

economical and operational reasons.  In this regard, utilities have a critical role to play in 13 

developing, operating and maintaining efficient and reliable power distribution 14 

infrastructures and interconnections with DG/DERs.  15 

 From a public service perspective, focusing primarily utilities’ investments toward 16 

building reliable grid infrastructures and efficient overall system operation may be a wise 17 

strategy, since private customer participation can be mobilized to complement utilities in 18 

providing clean energy generation capacity.  19 

 We believe that the current DTE DG tariff proposal, if approved by the regulator in its 20 

current form, would constitute an abusive grab of monopoly privilege by the utilities and 21 

will result in the perpetuation of a top-down unidirectional power distribution system.   It 22 

would constitute a strong deterrent to the rapid deployment of anyone willing to install 23 
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roof-top sited clean energy generation system.  It would deny potential customer’s 1 

contribution to speeding up the decarbonization of the energy ecosystem by 2 

complementing similar efforts undertaken by utilities. Under the DTE tariff model 3 

proposal, the system operation status-quo would be protected and the utilities would be the 4 

only entity able to take advantage of the economic and operational benefits from DG 5 

systems while denying them the same treatment. 6 

Q. What would we recommend if the MPSC does not support our proposed DG tariff 7 

we have provided? 8 

A. We believe the MPSC has done good work developing their proposed strawman DG Tariff 9 

and we believe their proposal of using a rate that is based on a cost of service study will 10 

achieve a rate based upon the reduced cost of service and not some “place holder” amount.  11 

Cost of service studies must be conducted regularly to determine the outflow rate and keep 12 

them relevant at least every 5 years, if not sooner. 13 

Q. Does this complete your testimony? 14 

A. Yes. 15 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Exhibits GLREA-1 through GLREA-6?  (No

 3 response.)

 4 Hearing none, those exhibits are

 5 admitted.

 6 O.K.  Staff.

 7 MR. SINGH:  All right.  

 8 JUDGE WALLACE:  Are you ready to go?

 9 MR. SINGH:  I am, your Honor.

10 JUDGE WALLACE:  I am so happy to hear

11 that.

12 MR. SINGH:  May we go off the record for

13 a second.

14 JUDGE WALLACE:  We may go off the record.

15 (A discussion was held off the record.)

16 -  -  - 

17 (Documents marked for identification by the Court

18 Reporter as Exhibit Nos. S-1 through S-4, S-6, S-7.0

19 through S-7.5, S-9.0, S-10.0 through S-10.6, S-11.0

20 through S-11.2, S-12.0 through S-12.4, S-13.0

21 through S-13.7, Confidential S-13.8, S-13.9,

22 S-13.10, S-14.0, S-14.1, S-15, S-16.1 through

23 S-16.3, S-17, S-18.)

24 -  -  - 

25 JUDGE WALLACE:  We're back on the record.

    Metro Court Reporters, Inc.   248.360.8865
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 1 MR. SINGH:  All right.  Thank you, your

 2 Honor.  By agreement of the parties, Staff moves to bind

 3 in the Qualifications and Direct Testimony of Robert F.

 4 Nichols, which consists of a cover page and seven pages

 5 of questions and answers.  Mr. Nichols also sponsored

 6 Staff's Exhibit S-1 Schedule A1, Exhibit S-3 Schedule C1,

 7 Schedule C1.1, Schedule C14, Schedule C15, and

 8 Mr. Nichols also sponsors Staff Exhibit S-15, which

 9 consists of four pages.

10 Next, Staff moves to bind in -- or

11 actually, at this point, your Honor, Staff moves for the

12 admission of the stated exhibits.

13 JUDGE WALLACE:  O.K.  Is there any

14 objection to binding in the testimony of Mr. Nichols?

15 (No response.)

16 Hearing none the, testimony is bound in.  

17 (Testimony bound in.)

18 -  -  - 

19

20

21

22

23

24

25

    Metro Court Reporters, Inc.   248.360.8865
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QUALIFICATIONS OF ROBERT F. NICHOLS II, CPA 
CASE NUMBER U-20162 

PART I 
 

1 
 

Q. Please state your name and business address. 1 

A. My name is Robert F. Nichols II, and my business address is 7109 West Saginaw 2 

Highway, Lansing, MI 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (Commission or 5 

MPSC) as the Manager of the Revenue Requirements Section of the Financial 6 

Analysis and Audit Division. 7 

Q. How long have you been employed by the MPSC and what are your duties? 8 

A. I have been employed by the MPSC since November of 2011.  As Manager of the 9 

Revenue Requirements section, I am primarily responsible for the planning and 10 

direction of electric and gas rate case audits and presentations, as well as cases 11 

involving accounting standards and requests for accounting authority.  From 2011 12 

through March 2016, as an Auditor within the Revenue Requirements section, my 13 

responsibilities included auditing, analyzing, and making recommendations 14 

regarding utility revenues, expenses, and rate base. 15 

Q. Please describe your educational background. 16 

A. I graduated from Davenport University, with highest honors, in 2009 with a 17 

Bachelor of Business Administration degree in Accounting Information 18 

Management.  I attended a regulation and ratemaking conference hosted by the 19 

Michigan State University Institute of Public Utilities (MSU IPU) in May of 20 

2012.  In August of 2012, I attended the National Association of Regulatory 21 

Utility Commissioners (NARUC) annual two-week Regulatory Studies Program 22 

held at Michigan State University.  Each August from 2013 through 2016, I 23 
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2 
 

attended the Annual Regulatory Studies Program hosted by MSU IPU.  I also 1 

attended a one-week Advanced Regulatory Studies Program in fall of 2013, 2014, 2 

and 2016, hosted by MSU IPU.   3 

Q. Please describe your professional background. 4 

A. Prior to coming to the MPSC, from 2000 to 2011, I was employed by Genesee 5 

Cut Stone & Marble Company.  My duties there included sales, drafting, and 6 

estimating. 7 

Q. Do you have any professional licenses? 8 

A. Yes.  I am a Certified Public Accountant, licensed by the State of Michigan. 9 

Q. Have you prepared testimony or assisted in any other proceedings? 10 

A. I have assisted or filed testimony in the following cases: 11 

 Case No. Company  Subject/Type 12 

 U-16855 Consumers Energy Co. Gas  Rate Case 13 

 U-16969 SEMCO Energy Gas Company  Merger and Acquisition 14 

 U-16794 Consumers Energy Co. Electric  Rate Case 15 

 U-16999 Michigan Consolidated Gas Co.  Rate Case 16 

 U-16855 Consumers Energy Co. Gas  Self-Implementation Refund 17 

 U-17087 Consumers Energy Co. Electric  Rate Case 18 

 U-17197 Consumers Energy Co. Gas  Rate Case 19 

 U-17273 Michigan Gas Utilities Corp.  Rate Case 20 

 U-17274 Upper Peninsula Power Co.  Rate Case 21 

 U-17440 Consumers Energy Co. Electric  Self-Implementation Refund 22 

 U-17488 Northern States Power Co. Gas  Rate Case 23 
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3 
 

 U-16999 DTE Gas IRM  Reconciliation 1 

 U-17620 Consumers Energy Co.  OPEB Trust Funding 2 

 U-17643 Consumers Energy Co. Gas  Rate Case 3 

 U-17669 WPSC Electric  Rate Case 4 

 U-17735 Consumers Energy Co. Electric  Rate Case 5 

 U-17882 Consumers Energy Co. Gas Rate Case 6 

 U-17999 DTE Gas Company Rate Case 7 

 U-18014 DTE Electric Company Rate Case 8 

 U-17990 Consumers Energy Co. Electric Rate Case 9 

 U-18124  Consumers Energy Co. Gas Rate Case 10 

 U-18322 Consumers Energy Co. Electric Rate Case 11 

 U-18255 DTE Electric Company Rate Case 12 

 U-18370  Indiana Michigan Power Co. Rate Case  13 

 U-18419 DTE Electric Company Certificate of Necessity 14 

 U-18424  Consumers Energy Co. Gas Rate Case 15 

 U-18999 DTE Gas Company Rate Case 16 

 U-20111 Upper Peninsula Power Co. TCJA Credit A Case 17 

 U-20268 Alpena Power Company TCJA Credit B Case 18 

 U-20134 Consumers Energy Co. Electric Rate Case 19 

 U-20287 Consumers Energy Co. Gas TCJA Credit B Case 20 

 U-20165 Consumers Energy Co. Electric Integrated Resource Plan 21 
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CASE NUMBER U-20162 

PART II 
 

4 
 

Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present the MPSC Staff’s (Staff) projected 2 

revenue deficiency, projected net operating income, and an adjustment related to 3 

excess deferred income tax amortization for DTE Electric Co. (DTE Electric or 4 

the Company).   5 

Q. Are you sponsoring any exhibits? 6 

A. Yes.  I am sponsoring the following exhibits: 7 

 Exhibits: 8 

 S-1 Schedule A1:  Projected Revenue Deficiency (Sufficiency) 9 

 S-3 Schedule C1:  Projected Net Operating Income 10 

 S-3 Schedule C1.1:  Development of Projected Net Operating Income 11 

 S-3 Schedule C14:  Projected Income Tax Effect of Interest  12 

 S-3 Schedule C15:  Projected Tax Effect of Interest – Synchronization 13 

 S-15 Audit Request RFN-1:  Excess Deferred Federal Income Tax  14 

  Amortization Adjustment 15 

REVENUE DEFICIENCY: 16 

Q. Referring to Exhibit S-1, Schedule A1, what is Staff’s projected total electric 17 

revenue deficiency? 18 

A. Staff projects a total electric revenue deficiency of $11,604,000, a revenue 19 

requirement decrease of $316,836,000 from the Company’s originally filed total 20 

revenue deficiency of $328,440,000.  In addition to my testimony, other Staff 21 

witnesses provide testimony and supporting exhibits regarding the adjustments to 22 

the Company’s electric revenue deficiency. 23 
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TREE TRIM SURGE: 1 

Q. Referring to Exhibit S-1, Schedule A1, line 9, what is Staff’s recommended 2 

revenue deficiency for tree trim surge? 3 

A. Staff witness Evans is recommending 100% disallowance of the $7,053,000 4 

revenue requirement related to the Company’s regulatory asset request for tree 5 

trim surge.  In the alternative, Mr. Evans is recommending a reasonable increase 6 

to tree trim operations and maintenance expense. 7 

U-20105 TCJA RATE IMPACT WITH NEW RATES EFFECTIVE IN THE 8 

INSTANT CASE: 9 

  Q. Is the Company currently providing ratepayers with a rate reduction as a result of 10 

a Commission Order in MPSC Case No. U-20105 Tax Cuts and Jobs Act (TCJA) 11 

Credit A case? 12 

A. Yes. 13 

Q. Does that rate reduction cease when new base rates reflecting the current tax 14 

impacts of the TCJA become effective in the instant case? 15 

A. Yes.   16 

Q. Does the Staff’s projected revenue deficiency reflect the current tax impacts of the 17 

TCJA on the Company’s current federal income tax expense and revenue 18 

multiplier? 19 

A. Yes. 20 

Q. Referring to Exhibit S-1, Schedule A1, line 11, what is the impact of the U-20105 21 

TCJA rate reduction ceasing when new rates become effective in the instant case? 22 
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A. Exhibit S-1, Schedule A1, line 11 shows that the impact of the U-20105 TCJA 1 

rate reduction ceasing when new rates become effective in the instant case, is to 2 

increase total rates by $148,237,000. 3 

Q. Referring to Exhibit S-1, Schedule A1, line 12, what is the net rate increase when 4 

rates are reset in the instant case along with simultaneously ceasing the U-20105 5 

TCJA rate reduction? 6 

A. Exhibit S-1, Schedule A1, line 12, column e shows the net total rate increase of 7 

$159,840,000, due to the staff total revenue deficiency of $11,604,000 and the 8 

simultaneous ceasing of the U-20105 TCJA rate reduction, which increases rates 9 

by $148,237,000.       10 

NET OPERATING INCOME: 11 

Q. Referring to Exhibit S-3, Schedule C1, what is Staff’s total electric projected net 12 

operating income? 13 

A. Staff’s projected total electric net operating income is $915,102,000, an increase 14 

of $164,246,000 from the Company’s originally filed net operating income of 15 

$750,856,000.  Details of Staff’s adjustments to net operating income, including 16 

the Staff witness sponsoring and explaining the adjustment, can be found on 17 

Exhibit S-3, Schedule C1.1.   18 

EXCESS DEFERRED INCOME TAX AMORTIZATION ADJUSTMENT: 19 

Q. Has the Company provided an audit response related to updated excess deferred 20 

federal income tax amortization? 21 

A. Yes.  In Audit Response RFN-1, which is Exhibit S-15, the Company provided 22 

final amounts for the re-measurement of deferred taxes.  The result is a net 23 
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increase in the projected test period amortization of $411,000 from the 1 

preliminary amount reflected in the Company’s initial filing. 2 

Q. Has Staff included the additional $411,000 of excess deferred income tax 3 

amortization in its initial filing? 4 

A. Yes.  Staff has increased excess deferred federal income tax amortization by 5 

$411,000, shown on Exhibit S-3, Schedule C1.1, line 15. 6 

Q. Does this conclude your testimony? 7 

A. Yes.8 
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 1 JUDGE WALLACE:  Is there any objection to

 2 to admission of the exhibits or a portions of exhibits

 3 sponsored by Mr. Nichols?  (No response.)

 4 Hearing none, that is admitted.

 5 MR. SINGH:  Thank you, your Honor.  Next

 6 Staff moves to bind in the Qualifications and Direct

 7 Testimony of Brian Welke, which consists of a cover page

 8 and eight pages of questions and answers.  Mr. Welke also

 9 sponsored Staff Exhibit S-3 Schedule C5, Schedule C5.1,

10 Schedule C5.2, and Schedule C5.3.  At this time, Staff

11 moves -- or Staff requests -- or Staff moves for the

12 admission of those exhibits.  

13 JUDGE WALLACE:  Is there any objection to

14 binding in the testimony of Mr. Welke?  (No response.)

15 Hearing none, the testimony is bound in.  

16 (Testimony bound in.)

17 -  -  - 

18

19

20

21

22

23

24

25

    Metro Court Reporters, Inc.   248.360.8865
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 1 

Q.   Please state your name and business address. 1 

A.   My name is Brian Welke. My business address is 7109 W. Saginaw Hwy, Lansing, MI 2 

48917. 3 

Q.   By whom are you employed and in what capacity? 4 

A.   I am employed by the Michigan Public Service Commission (MPSC or Commission) as 5 

the Manager of the Income Analysis Unit. 6 

Q. How long have you been employed by the Commission? 7 

A. Since September, 2008. 8 

Q. What is your educational and professional background? 9 

I graduated from Eastern Michigan University with a Bachelor’s of Science Degree in 10 

Accounting in 2006. I have been involved in rate case audits and have testified before the 11 

Commission numerous times. 12 

 Case No.  Company / Type of Case  13 

U-15645   Consumers Energy Electric Rate Case 14 

U-15768   Detroit Edison Electric Rate Case 15 

U-15981   Wisconsin Electric Power Company Electric Rate Case 16 

U-15986   Consumers Energy Gas Rate Case 17 

U-16009   Complaint Case against Detroit Edison Company 18 

U-16180   Indiana Michigan Power Company Electric Rate Case 19 

U-16191   Consumers Energy Electric Rate Case 20 

U-16166   Upper Peninsula Power Company Electric Rate Case 21 

U-16169   SEMCO Energy Gas Rate Case 22 

U-16489   A Detroit Edison Request for Special Accounting Treatment 23 
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 2 

U-16472   Detroit Edison Electric Rate Case 1 

U-16801  Indiana Michigan Power Company Electric Rate Case 2 

U-16830   Wisconsin Electric Power Company Electric Rate Case 3 

U-16855   Consumers Energy Electric Rate Case  4 

U-16999   Detroit Edison Gas Rate Case  5 

U-17767   Detroit Edison Electric Rate Case  6 

U-17895   Upper Peninsula Power Company Electric Rate Case  7 

U-17999   Detroit Edison Gas Rate Case 8 

U-17014   Detroit Edison Gas Rate Case 9 

U-17882   Consumers Energy Gas Rate Case  10 

U-18122   A Detroit Edison Request for Special Accounting Treatment 11 

U-18124   Consumers Energy Electric Rate Case 12 

U-20134   Consumers Energy Electric Rate Case 13 
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 3 

Q.  What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present Staff’s projected Other Operations and 2 

Maintenance (O&M) expense for the projected test period ending September 30, 2019.  3 

Further, this testimony supports Staff recommendations relating to Uncollectible Accounts 4 

Expense, Injuries and Damages Expense, Inflation Expense, Healthcare Expenses and an 5 

Active Healthcare Credit.   6 

Q. Are you supporting Exhibits? 7 

A. Yes.     8 

Exh.  Sch.  Title   9 

S-3  C5  Operation and Maintenance Expenses for the Projected 12-Month  10 

Period Ending April 30, 2020. 11 

S-3  C5.1 Projected Operation and Maintenance Expense:  Uncollectibles 3 Year  12 

   Average Calculation.  13 

S-3 C5.2  Projected Operation and Maintenance Expense:  Injuries and Damages 5  14 

   Year Average Calculation.  15 

S-3      C5.3  Projected Operation and Maintenance Expense:  Injuries and Damages Prior 16 

Case Exclusion of Inflation  17 

Q. Please describe Exhibit S-3, Schedule C5.  18 

A. Exhibit S-3, Schedule C5 presents Staff’s projected O&M Expense of $1,279,587,000 for 19 

the 12-month period ending April 30, 2020, a decrease of $32,587,000 from the Company’s 20 

request of $1,312,397.  Projections were developed through the categories listed in column 21 

(a.).  Column (c.) presents the Company’s projection and column (e.) presents Staff’s 22 

projection, with the difference shown in column (d.). The differences in column (d.) 23 
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represent Staff adjustments and are supported by corresponding exhibits and work papers 1 

listed in column (b.).  2 

Uncollectible Accounts Expense  3 

Q. What is Uncollectible Accounts Expense? 4 

A. Uncollectible Accounts Expense represents a cost level recorded in the Company’s income 5 

statement that reflects the portion of current sales revenue that is not expected to be 6 

collectible.   7 

Q.  How has the Commission determined DTE Electric’s projected level of Uncollectible 8 

Accounts Expense in the past? 9 

A. In the Company’s last three rate cases, Uncollectible Accounts Expense has either been 10 

based on three-year averages based on an accrual basis of accounting or the most recent 11 

historical year experience.  In Case No. U-18255, the Commission used a projection “based 12 

on three-year average of the company’s actual uncollectible expense from 2014 through 13 

2016…”  (MPSC Case No. U-18255, Commission Order Dated April 18, 2018, pp 46.)  In 14 

Case No. U-18014, the Commission adopted the ALJ’s recommendation, which was also 15 

based on a three-year average accrual basis from 2013 through 2015.  (MPSC Case No. U-16 

18014, Commission Order Dated January 31, 2017, pp 89.)  In case No. U-17767, the 17 

Commission again adopted the ALJ’s recommendation, but that projection was based on 18 

the Company’s most recent annual accrual basis determination of the expense with no 19 

averaging.  (MPSC Case No. U-17767, Commission Order Dated December 11, 2015, pp 20 

80.)  21 

Based on the past three rate cases for Detroit Edison Electric, the Commission 22 

adopted the accrual basis from which to project Uncollectible Accounts Expense.  This 23 
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preference has not held true with other Commission orders that relate to other Companies 1 

however.  In Case No. U-17990, “The Commission [was] persuaded that the average of the 2 

ratio of net charge offs to revenue for the 2011 to 2015 period, as offered by the Attorney 3 

General and accepted by the Staff, is the more reasonable methodology.”  (MPSC Case 4 

No. U-17990, Commission Order Dated February 28, 2017, pp 109.)  This methodology is 5 

known as the cash-basis method of projecting uncollectible accounts expense.   6 

Q.   What method is the Company using in this case to project its Uncollectible Accounts 7 

Expense and what method is Staff recommending? 8 

A. The Company is utilizing a three-year average based on the accrual basis of uncollectible 9 

expense for 2015 through 2017 resulting in $51.6 million of uncollectible expense.  Staff 10 

is recommending utilizing a three-year average based on the cash basis of uncollectible 11 

accounts for 2015 through 2017 resulting in $51.4 million of uncollectible expense.  12 

Including the case previously referenced in this testimony, the cash basis methodology has 13 

been adopted in the following cases: 14 

- MPSC Case No. U-17735, Consumers Energy Electric Rate Case - Commission Order 15 

Dated November 19, 2015, pp 81. 16 

- MPSC Case No. U-16794, Consumers Energy Electric Rate Case - Commission Order 17 

Dated June 7, 2012, pp 87. 18 

- MPSC Case No. U-16191, Consumers Energy Electric Rate Case - Commission Order 19 

Dated November 4, 2010, pp 42. 20 

- MPSC Case No. U-14347, Consumers Energy Electric Rate Case - Commission Order 21 

Dated December 22, 2005, pp 52. 22 
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Q. Why is Staff recommending a cash basis, three-year average method for forecasting 1 

Uncollectible Accounts Expense? 2 

A. Staff believes that is a better approach that provides a reasonable estimate of future 3 

uncollectible accounts expense.  Further, it mitigates the potential for forecasting error and 4 

high period over period volatility.   5 

Injuries and Damages Expense 6 

Q. What are Injuries and Damages Expenses? 7 

A. Injuries and Damages Expense includes the cost of insurance premiums and reserve 8 

accruals made to protect the utility against claims made by others. This expense is 9 

volatile and difficult to project.  As such, the Commission has adopted a multi-year 10 

average when projecting this expense. See MPSC Case Nos.___  11 

Q. How does Staff’s projection differ from the Company’s? 12 

A.  Both Staff and the Company projected this expense using a five-year average.  However, 13 

the Company included inflation in its projections whereas Staff did not.  Adding inflation 14 

is inconsistent with how the Company has projected injuries and damages expense in at 15 

least one prior case.  See MPSC Case No. and Exhibit S-3, C5.3.   16 

Inflation   17 

Q. What is Staff’s adjustment for inflation and how was it calculated? 18 

A. Staff’s adjustment for inflation is $12,338,000 and was calculated by substituting the 19 

Company’s inflation factors of 3%, 2.9% and 3% for 2018, 2019 and 2020, respectively 20 

with 2.52%, 2.23% and 2.50%.  Staff’s inflation factors were developed and are supported 21 

by Staff witness Kirk D. Megginson. 22 

Active Healthcare Credit  23 
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Q. Please provide background relating to Active Healthcare Credit. 1 

A. The Company received a one-time credit of $9.471 million to its active healthcare expense 2 

in March of 2018.  Because the historical test-year in this case is the 12 months ending 3 

December 31, 2017, the credit was not reflected in the historical test-year.  And because 4 

the credit was booked in a period preceding the 12 month projected test year, it is not 5 

reflected in the projected test-year either.  In other words, the credit was booked in the 6 

“bridge-period” between the historical and projected test-years in this case.   7 

Q. Why is the fact that the credit was booked in the “bridge-period” relevant? 8 

A. The Company has projected active healthcare expense based on its historical test-year 9 

expense experience.   Because the credit occurred in the bridge period, the projected test 10 

period therefore does not reflect the $9.4 million credit.   11 

Q. Does Staff believe that the credit is likely to recur? 12 

A. No.  13 

Q. Should projected test-period active healthcare expense levels reflect one-time, non-14 

recurring expense credits that occur in bridge periods? 15 

A. No.  But credits to expense of this nature should nonetheless flow back to the ratepayer.  16 

Staff’s understanding is that a portion of this credit represents an overcharge that was 17 

recovered in prior rates.  Ratepayers should therefore be returned what they overpaid, 18 

which Staff believes to be $5.2 million. 19 

Q. How should ratepayers be returned what they overpaid? 20 

A. Staff recommends that the Commission require the Company to book a regulatory liability 21 

for $5.2 million and to credit that amount back to ratepayers over a three-year period 22 
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beginning May 1, 2019.  Staff has reflected the first-year credit amount of $1.733 million 1 

in account 930.2 for the projected test period ending April 30, 2020. 2 

Q.  Does this complete your testimony? 3 

A. Yes.  4 
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 1 JUDGE WALLACE:  Is there any objection to

 2 admission of the portion of the exhibits sponsored by

 3 Mr. Welke?  (No response.)

 4 Hearing none, that portion of his exhibit

 5 is admitted subject to admitting the entire exhibit

 6 eventually.

 7 MR. SINGH:  All right.  Thank you, your

 8 Honor.  Next Staff moves for to bind in the

 9 Qualifications and Direct Testimony of Michelle Edelyn,

10 which consists of a cover page and nine pages of

11 questions and answers.  Ms. Edelyn also sponsored Staff's

12 Exhibit S-2 Schedule B1, Schedule B4, Staff's Exhibit

13 S-7, Staff's Exhibit S-7.1, Exhibit S-7.2, Exhibit S-7.3,

14 Exhibit S-7.4, which consists of four pages, and Exhibit

15 S-7.5.

16 Additionally, the Company has stipulated

17 to the admission of what we are calling -- what we would

18 like to mark as Exhibit S-22, and I have copies to

19 distribute.

20 (Document distributed and marked for identification

21 by the Court Reporter as Exhibit No. S-22.)

22 MR. SINGH:  And this consists of

23 discovery responses labeled MLE-11.1a and 11.1b, and

24 11.1c.  And with that, that's the totality of

25 Ms. Edelyn's exhibits.

    Metro Court Reporters, Inc.   248.360.8865
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 1 JUDGE WALLACE:  Is there any objection to

 2 binding in the testimony of Ms. Edelyn.  (No response.)

 3 Hearing none, the testimony is bound into

 4 the record.

 5 (Testimony bound in.)

 6 -  -  - 

 7
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QUALIFICATIONS OF MICHELLE L. EDELYN 
CASE NUMBER U-20162 

PART I 
 

1 

Q. Please state your name and business address. 1 

A. My name is Michelle L. Edelyn and my business address is 7109 West Saginaw 2 

Highway, Lansing, MI 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (“MPSC” or 5 

“Commission”) as an auditor in the Revenue Requirements section of the 6 

Regulated Energy Division. 7 

Q. Please describe your educational background. 8 

A. I graduated from Grand Rapids Community College in 2015 with an Associate 9 

Degree in Business Administration. In 2017, I graduated from Grand Valley State 10 

University with a Bachelor of Business Administration Degree in Accounting and 11 

Finance. In September of 2017, I attended a Utility Business Model/Financial 12 

Valuation Training hosted by Michigan State University Institute of Public 13 

Utilities (MSU IPU). In August of 2018, I attended a fundamental and 14 

intermediate Annual Regulatory Studies Program hosted by MSU IPU. 15 

Q. Please describe your professional background with the MPSC. 16 

A. I began my employment with the MPSC in September of 2017 as an auditor in the 17 

Revenue Requirements section of the Regulated Energy Division.  My current 18 

responsibilities include, but are not limited to, performing rate case audits using 19 

the financial and operating records of regulated utilities, applicable laws, 20 

regulations, and Commission policies to determine the necessity of rate relief.  21 

 22 

 23 
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2 

Q. Briefly discuss your involvement with the MPSC cases. 1 

A. I have performed audit work in the following cases: 2 

 Case Number Company   Case Type 3 

 U-18462  Northern States Power Co. Electric Rate Case 4 

 U-18424  Consumers Energy Co.  Gas Rate Case 5 

 U-18999  DTE Gas Co.   Gas Rate Case 6 

 U-20165  Consumers Energy Co.  IRP 7 

Q. Have you previously sponsored testimony before the Michigan Public Service 8 

Commission? 9 

A. Yes. I have sponsored testimony in the following cases: 10 

 Case Number         Company  Case Type 11 

 U-18424          Consumers Energy Co. Gas Rate Case 12 

 U-18999          DTE Gas Co.  Gas Rate Case 13 

   14 
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PART II 
 

3 

Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present MPSC Staff’s (“Staff”) projected total 2 

projected rate base for the 12-month period ending April 30, 2020, (“projected 3 

test year”) in the instant DTE Electric Company (“DTE” or the “Company”) 4 

electric rate case.  5 

Q. Are you sponsoring any exhibits in this proceeding? 6 

A. Yes, I am sponsoring the following exhibits: 7 

 S-2 Schedule B1: Projected Rate Base for Test Year Ending 4/30/20 8 

 S-2 Schedule B4:  Projected Working Capital for Test Year Ending 04/30/20 9 

 S-7.0 Company Response to U-20162 MPSC Audit Request MLE-8.1 10 

 S-7.1 Company Response to U-20162 ABATE Discovery ABDE-5.54a 11 

 S-7.2 Company Response to U-20162 MPSC Audit Request MLE-5.1a 12 

 S-7.3  Company Response to U-20162 MPSC Audit Request MLE-5.1b 13 

 S-7.4 Company Response to U-20162 MPSC Audit Request KT-1.2 14 

 S-7.5 Company Response to U-20162 MPSC Audit Request MLE-6.1 15 

Q. Were these exhibits prepared by you or under your direction? 16 

A. Yes. 17 

RATE BASE 18 

Q. What is the total rate base being presented by Staff in the instant case for the 19 

projected test year? 20 

A. Referring to Staff Exhibit S-2, Schedule B1, Line 15, Column (e), Staff presents a 21 

total projected rate base of $16,959,893,000.  This is a decrease of $212,665,000 22 

from the Company’s $17,172,558,000 projection presented on Exhibit A-12, 23 
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4 

Schedule B1, Line 15, Column (d), in its initial filing.  Below, my testimony will 1 

address the individual components resulting in the $212,665,000 reduction to the 2 

Company’s filed projected rate base. 3 

Utility Plant and Depreciation Reserve 4 

Q. What is the total projected utility plant being presented by Staff for the projected 5 

test year? 6 

A. Referring to Staff Exhibit S-2, Schedule B1, Line 6, Column (e), Staff presents a 7 

total projected utility plant of $22,905,226,000.  This is a decrease of 8 

$265,853,000 from the Company’s $23,171,079,000 projection presented on 9 

Exhibit A-12, Schedule B1, Line 6, Column (d), in its initial filing.  10 

Q. Please explain the $265,853,000 difference. 11 

A. The $265,853,000 difference is a direct result of adjustments made by Staff to the 12 

Company’s historic and projected capital expenditures. A summary of those 13 

adjustments as well as the corresponding Staff witness supporting each 14 

adjustment is illustrated in Figure 1 below.  15 
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 1 

Q. What is the projected depreciation reserve being presented by Staff for the 2 

projected test year? 3 

A. Referring to Staff Exhibit S-2, Schedule B1, Line 7, Column (e), Staff presents a 4 

projected depreciation reserve of $7,535,802,000.  This is a decrease of 5 

$103,775,000 from the Company’s $7,639,577,000 projection presented on 6 

Exhibit A-12, Schedule B1, Line 5, Column (d), in its initial filing. 7 

Q. Please explain the $103,775,000 difference. 8 

A. The $103,775,000 difference is a combination of two adjustments. First, an 9 

adjustment of $15,878,000, which is a direct result of adjustments made by Staff 10 

to the Company’s historic and projected capital expenditures. A summary of those 11 

adjustments as well as the corresponding Staff witness supporting each 12 

adjustment appears in Figure 1, above. Second, an adjustment of $87,897,000, 13 

which directly corresponds to Staff’s $175,795,000 depreciation expense 14 

adjustment detailed later in my testimony. The $87,897,000 figure is supported by 15 
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Staff Exhibit S-7.0 which is a response by the Company confirming the impact on 1 

the depreciation reserve if currently approved depreciation rates from Case No. U-2 

16117 were used in the instant case.  3 

Working Capital: 4 

 Q. What is the projected test year working capital being presented by Staff? 5 

A. Referring to Staff Exhibit S-2, Schedule B4, Line 56, Column (d), Staff presents a 6 

projected working capital of $1,478,408,000.  This is a decrease of $50,586,000 7 

from the Company’s $1,528,994,000 projection presented on Exhibit A-12, 8 

Schedule B4, Line 56, Column (c), in its initial filing. 9 

Q. Please explain the $50,586,000 difference. 10 

A. The $50,586,000 difference is the combination of five adjustments. First, an 11 

adjustment by Staff to decrease line 21, Def Debit – Prepaid Pension Asset, by 12 

$44,623,000. Second, an adjustment by Staff to decrease line 34, Other Deferred 13 

Debits, in the amount of $793,000. Third, an adjustment made by Staff to increase 14 

line 46, Interest Payable, in the amount of $45,000. I will discuss these three 15 

adjustments later in my testimony. Fourth, an adjustment to decrease line 29, Reg 16 

Asset – Charging Forward, by $793,000. This adjustment is being supported by 17 

Staff Witness Gerken in his direct testimony. Lastly, an adjustment by Staff to 18 

increase line 53, Other Deferred Credits, in the amount of $4,334,000. This 19 

adjustment is supported by Staff Witness Welke in his direct testimony. 20 

Q. Please explain your adjustment to decrease line 21, Def Debit – Prepaid Pension 21 

Asset, in the amount of $44,623,000. 22 
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A. Staff Exhibit S-7.1 is a discovery response from the Company to ABATE that 1 

confirms the Company discovered a formula error in its initial filing related to the 2 

prepaid pension asset.  The error caused the prepaid pension asset to be overstated 3 

by $44,623,000. Therefore, I made an adjustment to decrease the balance by the 4 

$44,623,000 error. 5 

Q. Please explain your adjustment to decrease line 34, Other Deferred Debits, in the 6 

amount of $793,000. 7 

A. Staff Exhibits S-7.2 and S-7.3 are responses from the Company confirming it 8 

overstated the average balance of working capital by including the projected 9 

$793,000 balance for its Charging Forward Regulatory Asset on both line 29, Reg 10 

Asset – Charging Forward, and line 34, Other Deferred Debits. Accordingly, I 11 

made an adjustment to remove the $793,000 from line 34.  12 

Q.  Please explain your adjustment to increase line 46, Interest Payable, in the amount 13 

of $45,000. 14 

A. In response to Staff audit request KT-1.2 (Staff Exhibit S-7.4), the Company 15 

discovered a formula error which resulted in its projected Renewables deferred 16 

income tax balance to be overstated. As seen on page 2 of Staff Exhibit S-7.4, the 17 

corresponding impact of this error on the Company’s rate base was a decrease of 18 

$45,000. More specifically, the interest payable, line 46 of working capital was 19 

increased by $45,000 to correct the error.  20 

DEPRECIATION EXPENSE AND AMORTIZATION EXPENSE 21 
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8 

Q. The Company provides a projected amount for depreciation and amortization 1 

expense of $948,986,000 on its Exhibit A-13, Schedule C1, in its initial filing, is 2 

that correct? 3 

A. Yes. 4 

Q. What adjustments to the Company’s projected depreciation expense are you 5 

supporting? 6 

A. I am supporting an adjustment on Exhibit S-3, Schedule C-1, sponsored by Staff 7 

witness Nichols, to decrease the Company’s projected depreciation expense by 8 

$187,933,000 to $761,053,000.   9 

Q.  Please explain your adjustment. 10 

A. My adjustment is a combination of two items. The first is a decrease of 11 

$12,138,000 which, is a direct result of Staff adjustments to the Company’s 12 

historic and projected capital expenditures illustrated in Figure 1 of my testimony. 13 

The second, is a decrease by Staff in the amount of $175,795,000 to incorporate 14 

current approved depreciation rates from the order in Case No. U-16117. The 15 

$175,795,000 amount is supported by Staff Exhibit S-7.5.  16 

Q.  Please elaborate why Staff is using current approved depreciation rates from the 17 

order in Case No. U-16117 instead of projected depreciation rates from the 18 

Company’s pending depreciation Case No. U-18150. 19 

A. Pursuant to an Order dated July 31, 2017, in Case No. U-18238 regarding 20 

Standard Rate Case Filing Requirements, the Commission directs the following: 21 

 The depreciation and amortization expense included in these schedules 22 
must reflect the depreciation rates approved at the time the utility 23 
makes its filing, and those rates must be applied to the plan included in 24 
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its filing. If a utility files a concurrent depreciation case or has a 1 
pending depreciation case at the time of the rate case filing, then the 2 
utility shall provide a statement within its rate case filing describing 3 
the revenue requirement impact of its full depreciation case request.  4 

 5 

 The Company filed the instant case using projected depreciation rates which have 6 

not been approved by the Commission as of the time Staff prepared its filing. 7 

Therefore, Staff made its adjustment to comply with the Commission’s directive 8 

in Case No. U-18238. 9 

Q.  What if the Commission issues an order in the Company’s depreciation case U-10 

18150 before it issues an order in the instant case? 11 

A. Staff recommends the depreciation expense and depreciation reserve in the instant 12 

case be updated to reflect the ordered depreciation rates. 13 

Q. Does this conclude your testimony? 14 

A. Yes. 15 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of exhibits and schedules sponsored by

 3 Ms. Edelyn, including Exhibit S-22?  (No response.)

 4 Hearing none, exhibits or portions of the

 5 exhibits are admitted.

 6 MR. SINGH:  Thank you, your Honor.  Staff

 7 at this point moves to bind in the Qualifications and

 8 Direct Testimony of Theresa Maquera McMillan-Sepkoski,

 9 which consists of a cover page and six pages of questions

10 and answers.  And Ms. Sepkoski did not sponsor any

11 exhibits.

12 JUDGE WALLACE:  Is there any objection to

13 binding in the testimony of Ms. McMillan-Sepkoski?  (No

14 response.)

15 Hearing none, the testimony is bound into

16 the record.

17 (Testimony bound in.)

18 -  -  - 

19

20

21

22

23

24

25
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1 
 

Q. Please state your name and business address. 1 

A. My name is Theresa L. McMillan-Sepkoski.  My business address is 7109 West 2 

Saginaw Hwy, Lansing MI, 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (MPSC or 5 

Commission) as an Audit Specialist in the Revenue Requirements Section of the 6 

Regulated Energy Division. 7 

Q. What is your educational background? 8 

A. I graduated in 1981 from Mott Community College with an A.A.S. degree in 9 

Accounting with a minor in Business Management.  In June 2006, I graduated 10 

from Baker College with highest honors and a B.B.A. degree with emphasis in 11 

Accounting.  Since being employed at the Commission, I have participated in 12 

numerous MPSC training sessions and attended the National Association of 13 

Regulatory Utility Commissioners (NARUC) Advanced Regulatory Studies 14 

Program. 15 

Q. Please describe your professional background. 16 

A. Prior to my employment at the MPSC, I worked in accounting in the public and 17 

private sector for sixteen years after receiving my associate degree.  I began my 18 

employment at the Shiawassee County Health Department as an Accounts 19 

Processor.  From there my experience in accounting came from working for 20 

Federal Forge Inc., also known as Bharat Forge Ltd. from an entry level position 21 

in Accounts Payable to the level of Controller.  After that I worked for CSI Inc. as 22 

an Assistant Controller/Human Resource Administrator.  In December 2006, 23 
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2 
 

 having completed my bachelor’s degree, I began my employment with the 1 

Michigan Public Service Commission through the present. 2 

Q. Briefly discuss your experience with the MPSC. 3 

A. I have served as the lead auditor, case coordinator, and performed audit work in 4 

many types of cases for the MPSC, such as gas and electric rate cases, Power 5 

Supply Cost Recovery (PSCR) and Gas Cost Recovery (GCR) reconciliation 6 

cases, Cooperative Times Interest Earned Ratio (TIER) review cases, and various 7 

tracking mechanism cases.  I have also testified before the Commission on 8 

previous Revenue Requirement rate cases. 9 

Q. Have you previously filed testimony before the MPSC? 10 

A. Yes, I have filed testimony in the following cases: 11 

 U-15190 – Consumers Energy Company Gas Rate Case 12 

 U-15244 – Detroit Edison Company Electric Rate Case 13 

 U-15245 – Consumers Energy Company Electric Rate Case 14 

 U-15506 – Consumers Energy Company Gas Rate Case 15 

 U-16034-R – Wisconsin Electric Power Co. 2010 PSCR Reconciliation 16 

 U-16149-R – Consumers Energy Co. 4/10 – 3/11 GCR Reconciliation 17 

 U-16424-R – Wisconsin Electric Power Co. 2011 PSCR Reconciliation 18 

 U-17095-R – Consumers Energy Co. 2013 PSCR Reconciliation 19 

 U-17130-R – Michigan Gas Utilities Corporation 4/13 - 3/14 GCR Reconciliation 20 

 U-17133-R – Consumers Energy Co. 4/13 – 3/14 GCR Reconciliation 21 

 U-17317-R – Consumers Energy Co. 2014 PSCR Reconciliation 22 

 U-17334-R – Consumers Energy Co. 4/14 – 3/15 GCR Reconciliation 23 
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 U-17691-R – DTE Gas 4/15 – 3/16 GCR Reconciliation 1 

 U-18124 – Consumers Energy Co. Gas Rate Case 2 

 U-18250 – Consumers Energy Co. Securitization Case 3 

 U-20134 – Consumers Energy Co. Electric Rate Case 4 
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4 
 

Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present the Michigan Public Service 2 

Commission Staff’s (Staff) adjustment to the DTE Electric’s (the Company or 3 

DTE) projected Employee Incentive Compensation Plan (EICP) for the test year 4 

ending April 30, 2020. 5 

Q. Please describe DTE Electric’s Employee Incentive Compensation Plan. 6 

A.  DTE’s EICP is a component of the Company’s variable pay programs to both 7 

 executive and non-represented employees.  There are three programs included in 8 

 EICP; 1) the Annual Incentive Plan (AIP), which is a short-term program 9 

 available to senior management level personnel, 2) the Rewarding Employees 10 

 Plan (REP), which is identical to AIP except that the threshold performance 11 

 percentage is different, and 3) the Long-Term Incentive Plan (LTIP), which 12 

 provides an incentive payout to certain individuals in the form of DTE Energy 13 

 common stock.  These programs are related to financial and non-financial 14 

 performance objectives. 15 

Q.  What is the Company’s projected expense for EICP? 16 

A. The Company requested $46,380,000 for the projected test year ending April 30, 17 

 2020, with $27,083,000 related to the achievement of financial performance 18 

 measures, and $19,297,000 related to non-financial operating objectives.  See 19 

 M.S. Cooper’s Direct Testimony, p. 46. 20 

Q.  Has the Commission provided a decision on EICP in previous rate cases?   21 

A. Yes.  Prior to Case No. U-17735, Order dated November 19, 2015, the 22 

Commission did not support inclusion of the EICP expense for financial and non-23 
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financial performance measures.  Since, that case, the Commission has approved 1 

incentive compensation expense related to non-financial measures in the 2 

following DTE gas and electric rate cases: U-17767, U-17999, U-18014, and U-3 

18255.  The Commission’s decision to exclude incentive compensation related to 4 

financial performance measures from the revenue requirement in subsequent rate 5 

cases was based on two premises.  First, the Commission found that incentive 6 

compensation plans that were tied to Company earnings and cash flow were 7 

financial considerations that largely benefitted shareholders and should not be 8 

paid for by ratepayers.  See MPSC Case No. U-14347, Opinion and Order, 9 

December 22, 2005, p. 35.  Second, the Commission has repeatedly found that 10 

utilities did not sufficiently quantify the benefits to ratepayers of employee 11 

incentive compensation plans that are tied to non-financial performance measures 12 

and demonstrate that the benefits to customers of such plans outweigh the costs.  13 

See MPSC Case No. U-15244, Opinion and Order, December 23, 2008, p. 38. 14 

Q. What is Staff’s understanding of the Commission’s policy for EICP expenses? 15 

A. The Commission has consistently excluded the financial performance measures 16 

from the revenue requirement on the basis that shareholders specifically benefit 17 

from financial performance measures such as return on equity and cash flow,  18 

whereas ratepayers specifically benefit from measures related to reliability and 19 

customer satisfaction.  Therefore, the inclusion of the EICP for non-financial 20 

performance measures is reasonable. 21 

Q. What is Staff’s recommendation regarding the Company’s request for inclusion of 22 

EICP expense in this case? 23 

4049



DIRECT TESTIMONY OF THERESA MCMILLAN-SEPKOSKI 
CASE NUMBER U-20162 

PART II 
 

6 
 

A. Staff recommends approving $19,083,000 that relates to the achievement of non-1 

financial operating objectives related to customer satisfaction, employee 2 

engagement and operating excellence.  Staff recommends disallowing 3 

$27,083,000 that relates to the achievement of financial performance measures. 4 

Q. Does this complete your testimony? 5 

A. Yes, it does. 6 

 7 
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 1 MR. SINGH:  Thank you, your Honor.  Staff

 2 moves for the -- moves to bind in the Qualifications and

 3 Direct Testimony of Jay S. Gerken, which consists of a

 4 cover page and seven pages of questions and answers.

 5 Mr. Gerken sponsored, also sponsored Staff's Exhibit

 6 S-9.0.  At this point, Staff moves for the admission of

 7 that Exhibit S-9.0 and for the admission of Mr. Gerken's

 8 qualifications and direct testimony.

 9 JUDGE WALLACE:  Is there any objection to

10 binding in the testimony of Mr. Gerken?  (No response.)

11 Hearing none, the testimony is bound into

12 the record.

13 (Testimony bound in.)

14 -  -  - 

15
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1 

Q. Please state your name and business address. 1 

A. My name is Jay S. Gerken and my business address is 7109 West Saginaw 2 

Highway, Lansing, MI 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (“MPSC” or 5 

“Commission”) as Manager of the Rate Base Unit in the Revenue Requirements 6 

Section of the Regulated Energy Division. 7 

Q. Please briefly describe your educational background and other professional 8 

qualifications. 9 

A. I earned a Bachelor of Business Administration Degree in Accounting from 10 

Northwood University in 1995.  In August 2009, I completed the National 11 

Association of Regulatory Utility Commissions (“NARUC”) Annual Regulatory 12 

Studies Program at Michigan State University, which included courses on 13 

ratemaking, rate case auditing, regulatory policy, and other regulatory issues.  In 14 

September 2010, I completed the Institute for Public Utilities Advanced 15 

Regulatory Studies Program at Michigan State University. 16 

Q. Please describe your professional background with the MPSC. 17 

A. I began my employment with the MPSC in February 2009 as an auditor in the 18 

ACT 304 Reconciliations section of the Regulated Energy Division.  In that 19 

position I was responsible for auditing PSCR reconciliation cases, GCR 20 

reconciliation cases, Electric Cooperative TIER cases, and various other cases 21 

filed with the MPSC for reconciliation.  In February 2014, I joined the Revenue 22 

Requirements Section in the Financial Analysis & Audit Division as an auditor. 23 
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During my time in that role my responsibilities included, but were not limited to, 1 

performing rate case audits using the financial and operating records of regulated 2 

utilities, applicable laws, regulations, and Commission policies to determine the 3 

necessity of rate relief.  In May 2017, I was promoted to my current position as 4 

Manager of the Rate Base Unit in the Revenue Requirements Section of the 5 

Regulated Energy Division. 6 

Q. Have you sponsored testimony before the Michigan Public Service Commission? 7 

A. Yes.  I have sponsored testimony in the following cases: 8 

 Case Number   Company    Case Type 9 

 U-16045-R  Consumers Energy Co. PSCR 10 

 U-16421-R  UP Power Company  PSCR 11 

 U-16432-R  Consumers Energy Co.  PSCR 12 

 U-16441    Consumers Energy Co.  Self-Implementation of Gas Rates 13 

 U-16890-R  Consumers Energy Co.  PSCR 14 

 U-17643  Consumers Energy Co. Gas Rate Case 15 

 U-17735     Consumers Energy Co.  Electric Rate Case 16 

 U-17882  Consumers Energy Co. Gas Rate Case 17 

 U-17895  UP Power Company  Electric Rate Case 18 

 U-17990  Consumers Energy Co. Electric Rate Case 19 

 U-18014  DTE Electric Co. Electric Rate Case 20 

 U-18370  I&M Power Co. Electric Rate Case 21 

 U-18424  Consumers Energy Co. Gas Rate Case 22 

 U-18999  DTE Gas Company Co. Gas Rate Case23 
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Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present the MPSC Staff’s (“Staff”) 2 

recommendations regarding the Company’s regulatory accounting requests for its 3 

one-time costs to implement new time-of-use rates and proposed Charging Forward 4 

program.  Additionally, I will be supporting Staff’s Allowance for Funds Used 5 

During Construction (“AFUDC”) operating income adjustment to the Company’s 6 

projected test year operating income for the 12-month period ending April 30, 7 

2020, (“projected test year”) in the instant DTE Electric Company (“DTE Electric 8 

Company” or the “Company”) rate case. 9 

Q. Are you sponsoring any exhibits in this proceeding? 10 

A. Yes.  I am sponsoring the following exhibit: 11 

 S-9.0  Company Response to U-20162 MPSC Audit Request JSG-6.3a 12 

Q. Was this exhibit prepared by you or under your direction? 13 

A. Yes. 14 

Regulatory Accounting Requests 15 

Proposed Time-Of-Use Regulatory Asset Request 16 

Q. What is Staff’s recommendation regarding the Company’s request for a regulatory 17 

asset for proposed costs with respect to implementation of new time-of-use rates 18 

for D1 residential customers? 19 

A. Staff recommends the Commission approve the Company’s regulatory asset 20 

request subject to modifications discussed and supported by Staff witness 21 

Matthews and Staff witness Revere. 22 

 23 
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Proposed Charging Forward Regulatory Asset Request 1 

Q.  Regarding the Company’s proposed Charging Forward program, did the 2 

Company make requests in its initial filing in the instant case for authority to use 3 

account 182.3, Other Regulatory Assets, and amortization of the costs being 4 

deferred to that account over five years by inclusion of the amortization expense 5 

in O&M? 6 

A.  Yes.  Company witness Uzenski provided testimony to support the requests on 7 

page 57 of her initial filed testimony. 8 

Q.   Does Staff support these requests? 9 

A.  No.  10 

Q. Please explain why Staff does not support these requests. 11 

A. As discussed and supported by Staff witness Ozar, Staff is offering an alternative 12 

to the Company’s proposed Charging Forward program. Consequently, if the 13 

Commission adopts Staff witness Ozar’s alternative recommendations, requests 14 

made by Company witness Uzenski would be rendered inapplicable. 15 

Q. Does Staff offer an alternative regulatory accounting mechanism if Staff witness 16 

Ozar’s Charging Forward program recommendations are adopted by the 17 

Commission? 18 

A. Yes.  Since Staff witness Ozar is recommending deferral of both rebates and 19 

O&M costs associated with the proposed Charging Forward program to be 20 

reviewed for prudency in the future Company rate cases, I am recommending the 21 

Commission authorize the recognition of a regulatory asset to recognize these 22 

deferrals by approving the costs be recorded in account 182.3, Other Regulatory 23 
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Assets.  Further, if the Commission approves Staff’s proposed regulatory asset 1 

accounting treatment for these expenditures, I recommend it also approve a five-2 

year amortization period for these costs. 3 

Q. How would the amortization of costs deferred to the regulatory asset occur?  4 

A. The Company would amortize each annual deferred amount as an O&M expense 5 

over five years beginning the year after the costs are incurred.   6 

Q. Would the amortization of these costs be automatically included in rates since the 7 

amortization will be recorded as an expense? 8 

A. No.  As discussed in Staff witness Ozar’s testimony, the costs will be reviewed 9 

for prudency.  If the costs are found to be prudent then inclusion in rates would 10 

occur through traditional ratemaking. 11 

Q. Is Staff’s regulatory accounting proposal above similar to that which Staff witness 12 

Putnam filed in Consumers Energy’s electric’s rate case U-20134 regarding 13 

Consumers’ proposed EV Program costs? 14 

A. Yes. 15 

Q. Please summarize Staff’s regulatory accounting proposal for the Company’s 16 

proposed Charging Forward costs if Staff witness Ozar’s Charging Forward 17 

program recommendations are adopted by the Commission. 18 

A. Staff recommends the Commission authorize the following: 1) authorize the use 19 

of account 182.3, Other Regulatory Assets, for recognition of a regulatory asset to 20 

recognize deferred Charging Forward program rebate and O&M costs, 2) 21 

authorize amortization of each annual deferred amount as an O&M expense over 22 

five years beginning the year after the costs are incurred, 3) following a review of 23 
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the incurred costs for prudency, allow for recovery of the prudent costs in rates, 1 

and 4) include the deferred net unamortized balance of those prudently reviewed 2 

costs in rate base. 3 

 4 

Allowance for Funds Used During Construction (AFUDC) 5 

Q. What amount is Staff supporting as an AFUDC operating income adjustment to 6 

the Company’s projected test year operating income? 7 

A. Referring to Staff Exhibit S-2, Schedule C1, Line 14 Column (e), Staff supports 8 

an AFUDC operating income adjustment amount of $34,896,000.  This is an 9 

increase of $1,923,000 from the Company’s projection of $32,973,000 presented 10 

on Exhibit A-13, Schedule C1, Line 14, Column (e), in its initial filing. 11 

Q. Please explain the reason for Staff’s adjustment. 12 

A. The Company’s AFUDC operating income adjustment only includes the impact to 13 

offset its return on AFUDC eligible CWIP items embedded in its projected test 14 

year CWIP and not the additional impact needed to offset the return on the 15 

corresponding AFUDC which is also embedded in the Company’s projected test 16 

year CWIP.  Without this additional offset the Company will be allowed to earn a 17 

return on its AFUDC.  Thus, to offset the impact of the Company earning a return 18 

on its return (AFUDC) Staff made an adjustment to increase the Company’s 19 

AFUDC operating income adjustment. 20 

Q. Has the Commission addressed accounting for AFUDC in any prior proceedings? 21 

A. Yes. Commission Order dated March 14, 1980, in Case U-5281, states on page 9 22 

“AFUDC capitalization is also approved by this Commission, although it does not 23 
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recognize the compounding of it.  For ratemaking purposes, an AFUDC offset to 1 

CWIP allowed is determined as an adjustment to net operating income.” 2 

Q. What impact does Staff’s adjustment have on the Company’s filed revenue 3 

deficiency?   4 

A. After applying the revenue conversion factor, the impact is a decrease of 5 

$2,594,975. 6 

Q. Has the Company confirmed that by including $32,973,000 of AFUDC in its 7 

projected test year CWIP that the impact on its revenue deficiency is $2,594,975? 8 

A. Yes.  The Company, through its response to Staff audit request JSG-6.3a (refer to 9 

Staff Exhibit S-9.0), confirmed that the impact is $2,594,975.  10 

Q. Does this conclude your testimony? 11 

A. Yes.  12 

4059



4060

 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Staff Exhibit S-9?  (No response.)

 3 Hearing none, the exhibit is admitted.

 4 MR. SINGH:  Thank you, your Honor.  Next

 5 Staff moves to bind in the Qualifications and Direct

 6 Testimony of Kirk D. Megginson, which consists of a cover

 7 page and 31 pages of questions and answers.

 8 Additionally, Mr. Megginson sponsored Staff's Exhibit S-4

 9 Schedule D1, Schedule D2, Schedule D3, consisting of two

10 pages, Schedule D4, and Schedule D5, consisting of 13

11 pages.  And Staff requests -- Staff moves for the

12 admission of Exhibit S-4 and the listed schedules.  

13 JUDGE WALLACE:  Is there any objection to

14 binding in the testimony of Mr. Megginson?  (No

15 response.)

16 Hearing none, Mr. Megginson's testimony

17 is bound in the record.  

18 (Testimony bound in.)

19 -  -  - 

20

21

22

23

24

25
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Q. Please state your name, business address and occupation. 1 

A. My name is Kirk D. Megginson and my business address is 7109 West Saginaw 2 

Highway, Lansing, MI 48917.  I am employed by the Michigan Public Service 3 

Commission (MPSC or Commission) as a Financial Specialist in the Revenue 4 

Requirements Section of the Regulated Energy Division.   5 

Q. Please describe your educational and professional background. 6 

A. I graduated with a Bachelor of Science degree in Mechanical Engineering from 7 

Michigan State University in March 1991 and received my Masters of Business 8 

Administration degree with a concentration in Finance from Clark Atlanta 9 

University in May 2002.  Prior to graduate school, I worked for the Michigan 10 

Consolidated Gas Company as an accounts manager from 1991 to 2000, primarily 11 

responsible for managing the natural gas transportation accounts of certain 12 

industrial and commercial clients in Wayne and Washtenaw counties.  From 1989 13 

to 1991 while attending Michigan State University, I worked for the MPSC as a 14 

Research Analyst.  In that role, I researched the technical and financial standards 15 

of utility energy conservation programs throughout Michigan. 16 

  In December 2002, I began work as a Financial Analyst at the MPSC.  As 17 

a Financial Analyst, I analyzed and reported on the financial statistics of regulated 18 

Michigan jurisdictional utility companies and assisted the MPSC Revenue 19 

Requirements section in utility rate case hearings.  In October 2008, I transitioned 20 

to a Financial Specialist and currently provide Staff with expert testimony on 21 

capital structure development, debt and equity costing, business and credit risk 22 
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analysis, and other finance-related issues in rate case proceedings and various 1 

Staff assignments. 2 

Q. Have you received ongoing training since joining the MPSC? 3 

A. Yes.  In addition to my academic training, I have attended several seminars and 4 

workshops on electric and gas utility financial analysis, credit risk and rating 5 

analysis and tax, accounting and auditing methodology while employed at the 6 

MPSC.  In August 2003, I attended the introductory two-week regulatory studies 7 

program offered by the Michigan State University, Institute of Public Utilities, which 8 

covered various aspects of utility regulation and energy sector fundamentals.  I 9 

continuously attend assorted segments of the regulatory studies program and other 10 

financial and risk related seminars on an annual basis.  I have also attended 11 

training sessions provided by Standard & Poor’s on credit rating development and 12 

procedure. 13 

Q. Have you participated in other rate increase cases prior to this case? 14 

A. Yes, I have.  I have participated in the following rate increase request cases: 15 

Case Number Company Name Description   16 

U-13470 Michigan Gas Utilities Capital Structure 17 

U-13575 SEMCO Gas Co. Capital Structure 18 

U-13688 Wisconsin Public Service Corp. Capital Structure 19 

U-14838 Detroit Edison Co. Capital Structure/Debt Cost Rate 20 

U-14893 SEMCO Energy Co. Capital Structure/Cost of Capital 21 

U-15190 Consumers Energy (Gas Div.) Capital Structure/Cost of Capital 22 

U-15245 Consumers Energy (Electric Div.) Capital Structure/Cost of Capital 23 
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U-15506 Consumers Energy (Gas Div.) Capital Structure/Cost of Capital 1 

U-15985 Michigan Consolidated Gas Co. Capital Structure/Cost of Capital 2 

U-15986 Consumers Energy (Gas Div.) Capital Structure/Cost of Capital 3 

U-16191 Consumers Energy (Electric Div.) DOE Liability Trust Fund 4 

U-16418 Consumers Energy (Gas Div.) ROE Recommendation 5 

U-16472 Detroit Edison Co. ROE Recommendation 6 

U-16794 Consumers Energy (Electric Div.) ROE Recommendation 7 

U-17197 Consumers Energy (Gas Div.) Cost of Capital (case withdrawn) 8 

U-17643 Consumers Energy (Gas Div.) Capital Structure/Cost of Capital 9 

U-17735 Consumers Energy (Electric Div.) Capital Structure/Cost of Capital 10 

U-17880 Michigan Gas Utilities Capital Structure/Cost of Capital 11 

U-17882 Consumers Energy (Gas Div.) Capital Structure/Cost of Capital 12 

U-17895 Upper Peninsula Power Co. Capital Structure/Cost of Capital 13 

U-17990 Consumers Energy (Electric Div.) Capital Structure/Cost of Capital 14 

U-17999 DTE Energy (Gas Div.) Capital Structure/Cost of Capital 15 

U-18014 DTE Energy (Electric Div.) Capital Structure/Cost of Capital 16 

U-18124 Consumers Energy (Gas Div.) Capital Structure/Cost of Capital 17 

U-18370 Indiana-Michigan Power Co. Capital Structure/Cost of Capital 18 

U-18255 DTE Electric Capital Structure/Cost of Capital 19 

U-18424 Consumers Energy (Gas Div.) Capital Structure/Cost of Capital 20 

U-18999 DTE Gas Capital Structure/Cost of Capital21 
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Q. What is the purpose of your testimony in this proceeding? 1 

A. The purpose of my testimony is to provide a recommendation on behalf of the 2 

Michigan Public Service Commission Staff (Staff) with regards to the 3 

recommended capital structure, return on common equity (ROE) and overall rate 4 

of return that DTE Electric Company (DTE Electric or the Company) should be 5 

allowed to earn on its Michigan jurisdictional electric utility investment.  The 6 

recommendations provided in this testimony are based on a large degree of 7 

professional judgment and technical expertise in the area of financial analysis. 8 

Q. Are you supporting any exhibits on behalf of Staff in this proceeding? 9 

A. Yes.  I am supporting Staff Exhibit S-4; Schedules D-1 through D-5: 10 

 Schedule Page   Title 11 

 D-1  1  Recommended Test Year Overall Rate of Return 12 

 D-2  1  Long-Term Debt Balance and Cost Rate 13 

 D-3  1  Short-Term Debt Balance and Cost Rate 14 

 D-3  2  Forecast Inflation Rates 15 

 D-4  1  Preferred Stock Balance and Cost Rate 16 

 D-5  1  Projected Common Equity Balance 17 

 D-5  2  Electric Utility Proxy Group Corporate Statistics 18 

 D-5  3  Proxy Group Credit Rating’s Criteria 19 

 D-5  4  Electric Proxy Group Return on Common Equity 20 

 D-5  5  Discounted Cash Flow Model (DCF) Estimate 21 

 D-5  6  Capital Asset Pricing Model (CAPM) Data Source 22 

 D-5  7  Historical CAPM Cost of Equity Estimate 23 

 D-5  8  Projected CAPM Cost of Equity Estimate 24 

 D-5  9  Dow Jones Utility Average Year 2000 - 2017 25 

D-5  10  Electric Utility Market Return & Bond Yield  26 

D-5        11             Risk Premium Method Estimates 27 
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D-5       12        Other State Commission ROE Decisions 2016-2018  1 

  D-5 13                    Staff Cost of Equity Range and ROE Recommendation 2 

Q. Was the proposed Exhibit S-4 prepared by you and/or under your direction? 3 

A. Yes. 4 

Q. Please summarize Staff’s overall rate of return recommendation. 5 

A. Staff recommends an overall rate of return of 5.45%, which includes a 6 

recommended 9.80% return on equity and a common equity balance of 51.0%.  7 

This overall rate of return is premised on a forecast of DTE Electric’s capital 8 

structure adjusted for any known, anticipated or reasonable changes in the test 9 

year ending April 30, 2020.  In determining the ratemaking capital structure, I 10 

relied on a mixture of balances and cost rates provided by the Company and by 11 

Staff.    12 

  The 9.80% ROE recommendation is near the high end of Staff’s ROE 13 

range of 9.00% - 10.00%.  To aid in the determination of a fair return on equity 14 

for DTE Electric, I used a group of eleven publicly traded electric and/or gas-15 

electric utility companies that serve as a comparable proxy to the Company and 16 

employed the Discounted Cash Flow (DCF) and the Capital Asset Pricing Model 17 

(CAPM) cost of equity models to the proxy group data.  In addition to those 18 

traditional models, I incorporated a Risk Premium model in my analysis along 19 

with the review of electric ROE authorizations from other state jurisdictions from 20 

January 2016 – September 2018.  Staff’s 9.80% ROE recommendation takes into 21 

consideration DTE Electric’s currently authorized 10.00% ROE and the 22 
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Company’s 10.50% ROE recommendation in this case as outlined in its 1 

application.  2 

Q.  Before describing your schedules please outline DTE Electric’s current credit 3 

rating. 4 

A. As described on the Company’s Exhibit A-18, Schedule H1, page 1 of 1, S&P’s 5 

corporate/issuer rating1 for DTE Electric’s is BBB+.  However, the majority of 6 

DTE Electric’s long-term debt is in the form of first mortgage bonds that the 7 

rating agencies label as senior secured debt.   S&P rates DTE Electric’s senior 8 

secured debt “A” and Moody’s rates its senior secured debt “Aa3”.  Fitch rates 9 

DTE Electric’s senior secured debt “A+”.   The stable credit metrics suggests that 10 

rating agencies view DTE Electric as a relatively safe investment that can fully 11 

meet its payment obligations in the future.  The average corporate credit rating of 12 

the proxy group is approximately A-/BBB+ from S&P and A3/Baa1 from 13 

Moody’s.  Thus, the proxy group is a few notches less than DTE Electric’s secure 14 

credit rating, however, the proxy group is roughly equivalent to DTE Electric’s 15 

corporate credit rating.  Thus, the proxy group is a reasonable gauge to estimate a 16 

fair rate of return for DTE Electric in this case. 17 

Q. What business and financial risk considerations factor into a credit rating for a 18 

utility company? 19 

                                                 
1 Definition of issuer rating from S&P: A Standard & Poor's issuer credit rating is a forward-looking opinion about an 

obligor's overall creditworthiness in order to pay its financial obligations. This opinion focuses on the obligor's capacity and 
willingness to meet its financial commitments as they come due. It does not apply to any specific financial obligation, as it 
does not take into account the nature of and provisions of the obligation, its standing in bankruptcy or liquidation, 

statutory preferences, or the legality and enforceability of the obligation. 
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A. When ratings agencies decide on a credit rating for a utility they consider a 1 

multitude of regulatory, business and financial factors that pertain to that utility.  2 

In general terms, rating agencies provide about a 50-50 weighting split between 3 

the regulatory environment the utility operates within and the financial strength of 4 

the utility.  Some of the relevant factors include the business climate of the 5 

utility’s service territory, the state the utility operates within, the current and 6 

forecasted economic conditions of the state, certain regulatory provisions afforded 7 

to the utility, relevant legislation that currently affects or may affect the utility in 8 

the future and peer group comparisons.  This is in conjunction with internal 9 

company characteristics such as company management, cash flow and liquidity, 10 

leverage at the subsidiary and parent level (if applicable), key financial ratios, and 11 

ease of access to capital markets.  Thus, a credit rating is not only important to the 12 

utility’s access to funds and the cost of borrowing those funds, but also important 13 

to the investment community’s perception of the utility.  A solid credit rating 14 

promotes confidence in the strength and operational capability of the company, 15 

which in turn can enhance the attractiveness and outlook of the company’s stock.   16 

Q. Has the Tax Cuts and Jobs Act of 2017 (TCJA) affected DTE Electric’s credit 17 

rating? 18 

A. No.  Moody’s revised the outlook of 24 regulated utility companies to negative, 19 

but DTE Electric was not one of them.  Moody’s explained that even though it 20 

revised its U.S. regulated utilities sector outlook to negative, the harmful effects 21 

of the TCJA that could impact a utility’s credit rating were company specific and 22 

conducted on a case by case basis.  Therefore, even though the Company talks 23 

4068



DIRECT TESTIMONY OF KIRK D. MEGGINSON 
CASE NUMBER U-20162 

PART II 
 

8 
 

about the ill effects of the TCJA, its credit rating was not harmed, and its positive 1 

financial track record over the past few years suggests its creditworthiness is still 2 

favorable.  Thus, no additional adjustments for the TCJA are required at this time. 3 

 4 

Capital Structure and Component Cost Development 5 

Q. Please start by summarizing the recommended ratemaking capital structure 6 

balances of Staff and the Company. 7 

A. The following chart outlines the capital structure balances recommended by the 8 

Company, as modified by the company in audit response which is shown as Staff 9 

Edelyn’s Exhibit S-7.4, page 3, and Staff: 10 

 11 

 Hence, according to Chart 1, Staff agrees with all the Company’s recommended 12 

balances. 13 

Q. Please summarize the recommended cost rates of Staff and the Company. 14 

A. The chart below outlines the cost rates recommended by the Company and by 15 

Staff: 16 

 17 

Chart 1.    
Components (000)  Company Staff 

Long-Term Debt   6,382,755 6,382,755 

Preferred Stock   0 0 

Common Equity   6,648,925 6,648,925 

Short-Term Debt   112,875 112,875 

Deferred Federal Tax  4,006,648 4,006,648 

Job Development Investment Tax Credits  21,291 21,291 
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 1 

Chart 2.    
Components   Company Staff 

Long-Term Debt   4.36% 4.36% 

Preferred Stock   0% 0% 

Common Equity   10.50% 9.80% 

Short-Term Debt   3.56% 3.56% 

Deferred FIT  0.00% 0.00% 

Job Development Investment Tax Credits Blended cost Blended cost 

 2 

Based on Chart 2, Staff only disagrees with the Company’s cost rate for common  3 

equity.  Staff agreed with the Company’s other cost rates in the capital structure. 4 

Q. Did Staff provide a forecast of inflation rates in this case? 5 

A. Yes.  Staff recommended an average inflation rate of 4.52% for 2018, 2.23% for 6 

2019 and 2.50% for 2020 using July 2018 estimates from Value Line, Global 7 

Insight and the Energy Information Administration.  Staff’s inflation rate 8 

forecasts are outlined on Exhibit S-4, Schedule D-3, page 2 of 2. 9 

 10 

Return on Equity Recommendation 11 

Q. What is Staff’s return on common equity (ROE) recommendation? 12 

A. Staff recommends a return on equity of 9.80%, which is at the upper end of 13 

Staff’s ROE range of 9.00% to 10.00%. 14 

Q. In establishing a legal base for Staff’s return on equity analysis in this rate case, 15 

what considerations did Staff take into account? 16 
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A. Traditionally, when considering a return on equity recommendation for a utility 1 

company, Staff considers the legal guidelines from the landmark Supreme Court 2 

decisions in the Hope and Bluefield cases.  Those decisions described various 3 

methods such as the “Attraction of Capital” and the “Returns Commensurate with 4 

Those on Investments in Enterprises of Comparable Risks” that the Supreme 5 

Court found to be lawful and prudent.  In Bluefield Water Works and 6 

Improvement Co. vs. Public Service Commission, 262 U.S. 679, 692-693 (1923) 7 

case, the Court stated: 8 

 “A public utility is entitled to such rates as will permit it to earn a return on the 9 
value of the property which it employs for the convenience of the public equal to 10 
that generally being made at the same time and in the same part of the country on 11 
investments in other business undertakings which are attended by corresponding 12 
risks and uncertainties; but has no constitutional right to profits such as are 13 
realized or anticipated in highly profitable enterprises or speculative ventures.”   14 

 15 
 Furthermore, in 1944 in Federal Power Commission vs. Hope Natural Gas 16 

Company, 320 U.S. 591, 603 (1944) case, the Court stated: 17 

 “From the investor or company point of view, it is important that there  18 
 be enough revenue not only for operating expenses but also for the  19 
 capital costs of the business.  These include service on the debt and  20 
 dividends on the stock.  By that standard the return to the equity owner  21 
 should be commensurate with returns on investment in other  22 
 enterprises having corresponding risks.  That return, moreover, should  23 
 be sufficient to assure confidence in the financial integrity of the  24 
 enterprise, so as to maintain its credit and to attract capital.” 25 
 26 

 The Supreme Court established an “end result” doctrine which surmised that how 27 

a capital structure and rate of return was determined was not so important as long 28 

as the end result was appropriate and reasonable for the case at hand.  No one 29 

methodology provides an exact measure of a fair rate of return on equity, but 30 

some methods provide good estimates.  The Discounted Cash Flow method 31 
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(DCF) and the Capital Asset Pricing Model (CAPM) are the primary models most 1 

utility financial analysts use in rate cases to determine a fair and reasonable cost 2 

of equity for regulated utility companies.  Staff employed those same methods in 3 

this rate case along with a risk premium method and a comparison of recent 4 

electric ROE determinations from other state jurisdictions.   5 

Q. Staff referenced an electric utility proxy group earlier in its testimony to aid in 6 

DTE Electric’s cost of equity analysis.  Please explain the development of the 7 

electric utility proxy group.   8 

A. Staff primarily looked at five criteria in selecting a proxy group of comparable 9 

electric utility companies used in its ROE analysis: 1) each utility had to have net 10 

plant greater than $4.0 billion but less than $40.0 billion to better compare in size 11 

and footprint to DTE Electric; 2) each company had to derive approximately 50% 12 

or more of its revenues from regulated electric service; 3) each utility had to have 13 

an investment grade rating within three notches from that of DTE Electric from 14 

the two primary rating agencies Standard & Poor’s (S&P) and Moody’s; 4) each 15 

company had to currently be paying dividends to shareholders; and 5) Staff 16 

attempted to exclude companies that were currently involved in mergers or major 17 

corporate buyouts.  With this selection criterion, Staff came up with a list of 11 18 

electric utility companies2, which are outlined in Schedule D-5, page 2 of 13.  19 

 Q. Please provide a brief description of Schedule D-5, pages 2-3 leading up to Staff’s 20 

DCF and CAPM analysis. 21 

                                                 
2 Staff’s proxy group was developed using SNL research data from SNL.com.  SNL.com uses several 
public and private sources to compile data on the companies in Staff’s proxy group. 
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A. Schedule D-5, page 2 of 13 provides some business statistics on DTE Electric and 1 

the proxy group utilities used in this rate case.  Column (c) shows the average net 2 

plant of the proxy group at $18.3 billion, which is relatively comparable to DTE 3 

Electric’s 2017 year-end net plant of $13.8 billion.  Columns (e) and (f) describe 4 

the credit ratings assigned to each utility by the credit rating agencies Standard & 5 

Poor’s (S&P) and Moody’s.  The proxy group’s average S&P credit rating is (A-6 

/BBB+), compared to DTE Electric’s secure credit rating of (A) and Moody’s 7 

average credit rating for the group is (A3/Baa1), which is about three notches 8 

below DTE Electric’s secure credit rating of (Aa3).  Column (g) highlights the 9 

dividend payout ratio, which shows that the proxy group’s average payout ratio of 10 

63% is roughly equivalent to DTE Electric’s payout ratio of 68%.  Column (i) 11 

highlights the latest allowed return on equity for each electric company in the 12 

proxy group based on SNL research.  The ROE shown is either the most recent 13 

ROE authorization of a single utility under the proxy company’s corporate 14 

umbrella or the average of recent ROE decisions of multiple utilities that fall 15 

under the proxy’s corporate umbrella.  The average ROE is 9.73% for the electric 16 

proxy group compared to DTE Electric’s current 10.00% authorized ROE. 17 

  Schedule D-5, page 4 describes the return on common equity for the 18 

proxy group and DTE Electric from 2013 through 2017.  The average return on 19 

equity over the 5-year period for the proxy group was 9.71% and for DTE Electric 20 

was 10.56%.  Thus, on average, the proxy group’s financial return was about 21 

equivalent to its collective authorized return on equity as shown on Schedule D-5, 22 
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page 2, column (i).  However, over the past five years DTE Electric has earned 1 

well above its authorized ROE of 10.00%.   2 

Discounted Cash Flow Model (DCF) Analysis 3 

Q. Please start your ROE analysis with a brief explanation of the DCF model and 4 

how it’s used in this analysis. 5 

A. The DCF method has been a widely used approach for estimating equity investors 6 

return demand since the 1960s.   It was introduced after the 1929 stock market 7 

crash by I. Fisher in 1930 and expanded upon by J.B. Williams in 1938 before 8 

being elaborated on by M.J. Gordon and E. Shapiro.  The approach derives its 9 

basis by surmising how investors evaluate stocks for potential investment.  The 10 

formula assesses that investors value securities by evaluating the present value of 11 

expected future cash flows attributed to those securities.  The expected cash flows 12 

include dividends, the projected market value of the security at liquidation, and 13 

the discount or capitalization rate investors apply to the future cash flows.  The 14 

DCF approach considers the security’s investment risks exposed to the market at a 15 

certain point in time.  The model is derived from assessing the price of a stock 16 

with the assumption that the growth the stock will be constant throughout its life 17 

and that its growth will be less than the cost of its equity.  The formula is 18 

 P = D1 / k – g    where: 19 

  P = Price per share 20 

  D1 = Dividend per Share Expected 21 

  k = Cost of Equity 22 

  g = Expected Growth Rate   23 
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 Rearranging the above formula into the basic DCF formula is the mathematical 1 

equation that states that the cost of equity is equal to the security’s dividend yield 2 

plus a projected future growth rate.  Its formula is: 3 

 k = D1/P + g   where: 4 

  k= Cost of Equity 5 

  D1 = Expected Annual Dividend per Share 6 

  P = Market Price of the Security   (D1/P = Dividend Yield) 7 

  g = Expected Growth Rate 8 

Q. Please explain the derivation of Staff’s dividend yield and growth rate.  9 

A. Schedule D-5, page 5 of 13 indicates the average dividend yields for the proxy 10 

group using August 1, 2018 through October 1, 2018 closing stock prices.  The 11 

current quarterly paid dividends were annualized and incorporated into the 12 

calculation of the dividend yields for the proxy group.   13 

  The bottom section of the page highlights the projected growth rates in 14 

the proxy group’s earnings for a 3-5-year period.  The growth rates were gathered 15 

from well-known sources such as the Yahoo Finance, Zacks and Value Line.   16 

Q. What DCF cost of equity estimate did Staff arrive at? 17 

A. The average adjusted DCF cost of equity estimate is 8.82%.  The DCF cost of 18 

equity was determined using the constant model, which adds the average dividend 19 

yield to the expected growth rate but adjusts the dividend yield by a semi-annual 20 

compounded projected growth rate based on the formula DCF = (D/P)*[1 + 0.5g] 21 

+ g.  The semi-annual compounding model is the model used by FERC and is a 22 
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reasonable growth rate to use when performing a DCF analysis on a group of 1 

comparison companies.3 2 

Q. Did the Company provide a DCF cost of equity estimate? 3 

A. Yes.  Company witness Michael Vilbert provided several DCF cost of equity 4 

estimates using a simple and multi-stage DCF approach in conjunction with his 5 

overall market value after-tax weighted average cost of capital methodology 6 

(known as ATWACC).  The Company used a proxy group consisting of 25 7 

companies. 8 

Q. Does Staff agree with DTE Electric’s proxy group? 9 

A. Not entirely.  Though the Company included all the companies Staff used in its 10 

proxy group, the Company included some utilities that should have been 11 

excluded.  To start, the Company included American Electric Power and Duke 12 

Energy in its proxy group.  Both companies have net plant assets well over $50 13 

billion and make those firms too large to be included as a reasonable proxy to 14 

DTE Electric.  Conversely, the Company also included El Paso Electric, MGE 15 

Energy, Otter Tail Corp. and Unitil Corporation.  Those companies all have net 16 

plant assets under $3 billion and are too small to be included as a reasonable 17 

proxy to DTE Electric.  Staff also has issue with two other utilities in the 18 

Company’s proxy group, CenterPoint Energy and DTE Energy itself.  CenterPoint 19 

Energy is in the process of a $6 billion purchase of Vectren Energy, a natural gas 20 

utility company.  Thus, CenterPoint is clearly involved in merger and acquisition 21 

                                                 
3 Parcell, D.C. (1997) The Cost of Capital – A Practitioner’s Guide, 1997 Edition, Chapter 8, pages 10-13. 
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activities and should be excluded.  DTE Energy is parent to DTE Electric, which 1 

is the direct and primary subsidiary that this rate case is considering revising its 2 

rates for.  Including the parent company of the utility that’s in for a rate case as a 3 

proxy group member is unwarranted. The ALJ in DTE Electric’s Case No. U-4 

18014 agreed to this point.4  Thus, Staff has identified eight utility companies that 5 

should have been excluded from the Company’s proxy group.   6 

Q. Did Staff examine all of the utilities identified in the Company’s proxy group for 7 

reasonableness? 8 

A. No.  Staff did not examine all of the other companies in Dr. Vilbert’s proxy 9 

group.  Thus, others may currently be involved in merger/acquisition activities or 10 

not meet other reasonable criteria. Staff just excluded the utilities that stood out as 11 

unreasonable to be included in the group.  The Company did mention an electric 12 

subsample proxy group that considered net plant size instead of market 13 

capitalization, however the Company explained that it gave little weight to the 14 

results of this proxy group.5 15 

Q. Do you agree with Dr. Vilbert’s DCF analysis and ROE estimate? 16 

A. For the most part no.  The DCF analysis indicated on Exhibit A-14, Schedule 17 

D5.6, pages 1 and 2, show cost of equity results of 9.3% and 8.3%, using the 18 

Simple method and the Multi-Stage method.  Even though there are some 19 

concerns in the development of the estimates6, the returns appear to be 20 

                                                 
4 DTE Electric, Case No. U-18014, Order, January 31, 2017, p. 55. 
5 Dr. Vilbert’s pre-filed testimony, page 26, lines 21-23. 
6 Dr. Vilbert uses a quarterly growth rate model instead of a semi-annual growth rate model that Staff uses.  
Staff’s model considers that changes in quarterly dividends can occur for a proxy group at various times in 
the year.  Thus, dividends can increase either in the first quarter or the fourth quarter of a calendar year.  
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straightforward and reasonable. However, the Company then turns around and 1 

uses those results as the starting point in its After Tax Weighted Average Cost of 2 

Capital or ATWACC approach7. 3 

Q. Does Staff agree with the ATWACC approach? 4 

A. No, the Company’s ATWACC approach is complicated, unreasonable and 5 

unnecessary.  The methodology takes the DCF results from its initial DCF 6 

analysis of the proxy group and inserts them in as the market value equity 7 

estimates in its market-value overall cost of capital calculation.  The Company 8 

then estimates market-value cost of debt rates and develops an overall weighted 9 

average cost of capital using the market-value results.   The Company then takes 10 

the average market-value overall cost of capital results and attempts to back-into a 11 

ratemaking ROE using the Company’s ratemaking debt and equity weights to 12 

calculate the same overall market value cost of capital.  Thus, there is a level of 13 

circularity in the ATWACC approach by taking the proxy group’s ROE estimates 14 

from the DCF model and then attempting to derive a ratemaking ROE by 15 

including those same results in additional steps.  The ATWACC approach 16 

produces inflated, unreasonable ROE estimates if market to book value ratios for 17 

common equity are over two.  In DTE Electric’s last rate case, Case No. U-18255, 18 

the Company itself explained that the ATWACC method was not widely used or 19 

                                                 
Hence, for a proxy group of companies, dividend growth is assumed to occur in the middle of the year, i.e. 
the ½ annual growth rate convention that Staff employs in its model.  The Company’s notion that since 
dividends are paid quarterly they also grow quarterly is an unreasonable assumption, thus the quarterly 
compounding growth method should be excluded.  
7 Dr. Vilbert’s pre-filed testimony, pages 3 and 4. 
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referenced in this country.8  The ATWACC approach has been referenced by a 1 

few companies and regulatory bodies but has never been adopted by a regulatory 2 

commission in a regulated electric or gas rate case proceeding.  Hence, the 3 

Commission should give little to no weight to the ATWACC generated ROE 4 

estimates. 5 

  Capital Asset Pricing Model (CAPM) Analysis 6 

Q. Please discuss Staff’s Historical CAPM method. 7 

A. The CAPM model was derived from the study and analysis of economists Sharpe, 8 

Lintner and Treynor and in its simplified form is expressed by the equation: 9 

  E(R) = Rf + β*[E(Rm) – Rf ] 10 

  Where:  E(R) =  Expected rate of return on a risky security  11 

   Rf  = Risk free rate of return 12 

   E(Rm) = Expected rate of return on the market 13 

    β = The systematic risk or beta for a security 14 

 In theory the CAPM model differentiates between two types of risk, diversifiable 15 

and non-diversifiable risk.  The theory suggests that an investor’s required return 16 

is based on the investor’s exposure to risk that is systemic in the market, i.e. non-17 

diversifiable risk.  Risk that is unique to a particular security is called firm 18 

specific risk.  The CAPM makes numerous assumptions, but one primary 19 

assumption is that investors are fully invested in the market, i.e. invested in a 20 

portfolio of stocks, and thus eliminate or substantially reduce firm specific risk.  21 

Hence, the model infers that investors risk exposure is primarily composed of 22 

                                                 
8 Case No. u-18255, Vilbert’s pre-filed direct testimony pg 14. 
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market risk and since this is risk that cannot be diversified away, it should be the 1 

basis for investor compensation.  The beta coefficient measures the volatility of a 2 

security’s stock price as it relates to changes or movements in the market. 3 

Q. What risk premium estimate is used in the CAPM? 4 

A. Staff reviewed the latest edition of the Ibbotson Associates study entitled Stocks, 5 

Bonds, Bills and Inflation: The 2018 Classic Yearbook.  The study provides 6 

historical values for market return indices used in the estimation of risk premiums 7 

and common equity costs.  The study is updated annually.  Staff reviewed return 8 

data for the entire period 1926-2017.  Staff also used the return period of 1952 9 

through 2017 in its CAPM analysis because 1952 marked the beginning of a period 10 

where interest rates were not “pegged” to a structured set of rates due primarily to 11 

World War II rationing.  This period also marked the start of the Federal Reserve 12 

System officially directing the monetary policy of the United States.9  Taking the 13 

difference between the average stock return and government bond return indicated 14 

a 7.07% risk premium over the entire period and 6.44% over the Fed Accord 15 

period. 16 

Q. What risk free rate (Rf) did Staff use in its CAPM? 17 

A. Since the U.S. government can print money and levy taxes, government securities 18 

are commonly considered to be risk-free.  The risk-free rate used in the CAPM 19 

analysis is the yield associated with a long-term U.S. government Treasury bond.  20 

                                                 
9 Hetzel & Leach, The Treasury-Fed Accord: A New Narrative Account, Federal Reserve Bank of 
Richmond, Economic Quarterly, Volume 87/1, Winter 2001.   
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Staff reviewed Global Insight’s and Value Line’s long-term Treasury bond 1 

forecast for 2019 and 2020.  Staff established an average risk-free rate of 3.73%.  2 

Q. What beta did Staff use in its CAPM analysis and its source? 3 

A. Staff used the proxy group’s beta derived from Value Line.  The market, as 4 

interpreted by Value Line, is the approximately 1,700 companies that are covered 5 

by the New York Stock Exchange.  By definition, the market beta is 1.  The Value 6 

Line beta is a forward-looking beta, which measures a 60-month average raw beta 7 

on a weekly basis and adjusts that raw beta by a convergence factor towards the 8 

market beta 1.  Stocks with betas less than 1 are considered less volatile and thus 9 

less risky than stocks with betas greater than 1.   10 

Q. What cost of common equity estimate has Staff computed using historical values 11 

in the CAPM? 12 

A. Combining the average risk-free rate of 3.73% with the calculated historical risk 13 

premiums of 7.07% and 6.44% and the electric group’s beta in the CAPM 14 

formula [Rf + β (E(Rm) – Rf)], Staff computed an average CAPM cost of equity 15 

of 8.29% for the entire historical period and 7.89% for the Fed-Accord period.   16 

Q. Did Staff provide an additional CAPM estimate? 17 

A. Yes. There has been some concern amongst cost of capital analysts in rate 18 

proceedings that the CAPM is a forward-looking model, so the use of only 19 

historical statistics in the model wasn’t providing for the most thorough and 20 
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robust ROE estimate.  Therefore, Staff also conducted a projected CAPM analysis 1 

using Value Line market data.10  2 

Q. Please explain how Staff arrived at its Projected CAPM estimate. 3 

A. Value Line estimates a medium dividend yield of dividend paying stocks over the 4 

next 12 months, which it estimated at 2.10%.  Value Line also estimates the 5 

median price appreciation of the 1700 stocks in the NYSE over the next 3-5 years.  6 

The price appreciation over the period is 45%.  Staff then annualized the price 7 

appreciation estimate at 11.25% annual growth rate.  The annual growth rate was 8 

then added to the 2.0% dividend yield to approximate a projected total market 9 

return of 13.35% for the test period.  Staff then subtracted Value Line’s long-term 10 

Treasury bond yield forecast, i.e. the risk-free rate, through the test period, 11 

estimated by Value Line at 3.40%.  This produced a projected market risk 12 

premium of 6.47%.  Therefore, with the forward-looking risk-free rate known, the 13 

proxy group’s average beta known, and the projected market risk premium 14 

known, the projected CAPM ROE can be calculated.  Staff calculated a projected 15 

CAPM ROE of 9.87%.  16 

Q. Did the Company provide a CAPM cost of equity estimate?  17 

A. Yes.  DTE Electric provided a number of CAPM results, as outlined on page 51 18 

of Dr. Vilbert’s pre-filed testimony under his Table 5 spreadsheet.  The lowest 19 

CAPM estimate was 8.9% and the highest was 10.60% considering his full proxy 20 

group.  However, the highest result was obtained using a modified version of 21 

                                                 
10 Value Line Investment Survey (Summary & Index) (Feb. 9, 2018) 
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CAPM called ECAPM as well as the ATWACC modification and an inflated 1 

market risk premium of 8.10%.  2 

 Q. Please explain DTE Electric’s use of ECAPM in its analysis? 3 

A. The Company’s use of an empirical capital asset pricing model or ECAPM is the 4 

approach that produces its highest ROE estimate.  The ECAPM modifies the 5 

CAPM results with the inclusion of an “alpha” adjustment, which purports to 6 

better align low beta companies with observed returns in the market.11  The 7 

Company used 0.5% and 1.5% for its alpha factors. 8 

Q. Are there concerns with this ECAPM approach? 9 

A. Yes. There are several concerns regarding this model, especially the use of Value 10 

Line adjusted betas instead of raw betas in the model.  The ALJ agreed with this 11 

beta concern in the PFD of Consumers Energy’s electric rate case U-17735.12  12 

More compellingly, the inputs used in Staff’s ratemaking CAPM analysis already 13 

account for many of the shortcomings supposedly recognized by ECAPM, and 14 

thus render the ECAPM adjustment unnecessary. 15 

Q. Please explain. 16 

A. Many utility cost of capital witnesses have argued that the need for ECAPM is 17 

based on the notion that realized returns, as represented by the empirical security 18 

market line (SML), is not as steeply sloped, i.e. flatter, for low beta companies 19 

such as regulated utilities than higher beta companies.  Thus, the empirical SML 20 

                                                 
11 M.J. Vilbert pre-filed direct testimony, page 50-54. 
12 Starting on page 86 of the ALJ’s PFD, the ALJ stated “In addition, it seems that Mr. Rao incorrectly 
applied an “adjusted beta” when performing his ECAPM analysis instead of using a “raw beta,” thus 
causing him to effectively “double-count the adjustment to the return on equity estimate.”  As a 
result…those analyses appear to have produced results that were higher than they should have been.” 
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shows that companies have higher realized rates of return with betas under one 1 

than the regular CAPM projects.  This concept is shown in the chart below: 2 

  3 

 Staff has argued that Value Line’s adjusted beta alleviates some of that mismatch 4 

concern shown on the graph.  However, many utility witnesses reference Dr. 5 

Morin’s argument with respect to adjusted betas.  Dr. Morin stated: 6 

 Some have argued that the use of the ECAPM is inconsistent with the 7 
use of adjusted betas, such as those supplied by Value Line and 8 
Bloomberg. This is because the reason for using the ECAPM is to allow 9 
for the tendency of betas to regress toward the mean value of 1.00 over 10 
time, and, since Value Line betas are already adjusted for such trend, 11 
an ECAPM analysis results in double-counting. This argument is 12 
erroneous. Fundamentally, the ECAPM is not an adjustment, increase 13 
or decrease, in beta. This is obvious from the fact that the expected 14 
return on high beta securities is actually lower than that produced by 15 
the CAPM estimate. The ECAPM is a formal recognition that the 16 
observed risk-return tradeoff is flatter than predicted by the CAPM 17 
based on myriad empirical evidence. The ECAPM and the use of 18 
adjusted betas comprised two separate features of asset pricing. Even 19 
if a company’s beta is estimated accurately, the CAPM still understates 20 
the return for low-beta stocks. Both adjustments are necessary.13 21 

 22 

                                                 
13 Morin R.A. (2006), New Regulatory Finance, 6, p. 191 

4084



DIRECT TESTIMONY OF KIRK D. MEGGINSON 
CASE NUMBER U-20162 

PART II 
 

24 
 

 However, Dr. Morin also states in the same literature that long-term risk-free rates 1 

are used in regulated CAPM estimates instead of short-term risk-free rates that 2 

were used in the ECAPM observations.  Dr. Morin remarked, “the long-term risk-3 

free rate version of the CAPM has a higher intercept and a flatter slope than the 4 

short-term risk-free version which has been tested.”  Additionally, Dr. Morin 5 

remarked that a lower tax burden on capital gains also had the effect of increasing 6 

the slope more in line with the standard CAPM.14  Thus, Staff’s ratemaking 7 

CAPM analysis, with its use of long-term risk-free rates and adjusted betas, 8 

incorporates much of the desired effect of the ECAPM adjustment.  Staff’s 9 

analysis thus modifies the Empirical SML chart as follows: 10 

 11 

                                                 
14 Morin R.A. (2006), New Regulatory Finance, 6, p. 191 
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 As you can see in the chart above, the dashed-dotted line that represents the 1 

ratemaking CAPM security market line, the long-term risk-free rate raises the 2 

risk-free rate closer to the Empirical SML line.  In addition, the adjusted beta and 3 

lower capital gains tax rate on dividends has the effect of raising the return slope 4 

closer to the CAPM SML line.15  In summary, the ECAPM test was evaluated 5 

using a short-term risk-free rate and raw unadjusted betas. However, Staff’s 6 

CAPM analysis considers long-term Treasury-bond forecasts as the risk-free rate 7 

and uses adjusted betas.  Thus, Staff’s CAPM analysis provides a reasonable ROE 8 

estimate without the need for the ECAPM. 9 

Q. Are there additional concerns with the Company’s CAPM estimates? 10 

A. Yes.  As stated earlier the Company also incorporated its ATWACC approach 11 

which tends to inflate the ROE results and is unreasonable for ratemaking 12 

purposes.  The Company also used a market risk premium of 8.1% that is higher 13 

than the long-term historical average of 7.07% and not tied to any analysis or 14 

study that could justify that high of a premium.   15 

  The Company also discussed the Hamada adjustment procedure and 16 

provided scenarios that included the adjustment.  However, in DTE Electric’s U-17 

18255 rate case, Dr. Vilbert stated that the Hamada adjustment was similar and 18 

consistent with the ATWACC approach.  It appears that Dr. Vilbert surmised that 19 

the Hamada adjustment differentiated risk of beta due to changing financial 20 

leverage and that as debt increased as part of the capital structure then the 21 

                                                 
15 Qualified dividend’s tax rate tops out at the maximum capital gains rate, which is either 15% or 20%. 
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systematic market risk of that leverage increased the levered equity beta.16  The 1 

Company then performed a series of un-levering the beta of its proxy group with 2 

market value ratios for debt and equity and then re-levering the beta using 3 

ratemaking debt-to equity ratios.  However, as the Company stated, the Hamada 4 

adjustment is similar to the ATWACC adjustment, thus rendering it unsuitable for 5 

ratemaking purposes. 6 

Risk Premium Analysis 7 

Q. Please outline Staff’s risk premium analysis. 8 

A. Staff’s risk premium approach incorporates the spread from historical electric 9 

utility realized stock returns and historical composite utility bond yields and adds 10 

this spread to current long-term utility bond yields to obtain an investor’s current 11 

reasonable required rate of return.   12 

Q. Please explain how the ROE estimate was obtained and the result using this risk 13 

premium approach? 14 

A. The equity cost estimate was obtained by looking at the Electric Utility Realized 15 

Market Return Average from 1932 through 2017, compared with the average 16 

yield on a Single- A Public Utility Bond over the same period.  Mergent Public 17 

Utility Manual & Bond Record provided complete market return and bond yield 18 

data until 2002.  Therefore, in order to obtain utility market data for 2003 to 2017, 19 

Staff used data from the Dow Jones Utilities index as shown on the bottom of 20 

Exhibit No. S-4, Schedule D-5, page 10 of 13.   21 

                                                 
16 DTE Electric Case No. U-18255, pre-filed testimony, pages 17-19.  Financial leverage is additional debt. 
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  The average electric market return over that period was 11.05% and 1 

the average A-rated composite utility bond yield was 6.44% over the same period.  2 

Subtracting the bond yield from the market return yielded an historical spread of 3 

4.61%, as shown on Schedule D-5, page 11 of 13. I also provided an estimate 4 

with the projected spread of 6.47% derived on Schedule D-5, page 8 of 13, line 8.  5 

Q. What current bond data was used in Staff’s risk premium calculation? 6 

A. Staff used utility bond yield data for A-rated and BBB-rated utility bonds.  Staff 7 

reviewed certain Value Line August through October 19, 2018 long-term utility 8 

bond yields and obtained an average 4.37% yield for A-rated bonds and 4.58% for 9 

BBB-rated bonds.  Adding these current bond yields to the historical spread of 10 

4.61% produced a rate of return estimate of 8.97% for the A-rated bond and 11 

9.18% for the BBB-rated bond.  Adding the projected spread of 6.47% to the 12 

bond yields obtained 10.84% for the A-rated utility bonds and 11.05% for the 13 

BBB-rated bonds. 14 

Q. Did the Company provide a Risk Premium (RP) analysis and ROE estimate? 15 

A. Yes.  The Company provided an RP analysis comparing authorized ROEs to long-16 

term Treasury rates for the period of 1990 through the first quarter of 2018.  The 17 

Company’s estimate produced a ROE of 10.33%. 18 

Q. Does Staff agree with the Company’s RP analysis and ROE result? 19 

A. Not entirely.  The Company’s use of authorized ROE’s as a factor in its analysis 20 

to determine a market risk premium is rather subjective and may produce an 21 

inflated market risk premium.  To combat the effects of the Great Recession 22 

during that period, regulatory commissions may have inflated their utility’s 23 
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authorized ROE.  Thus, relying on authorized ROEs as a source for developing 1 

risk premiums is questionable and the Commission should give limited weight to 2 

the Company’s risk premium analysis.  3 

Q. Did Staff review any other study to help assist in its return on equity 4 

recommendation? 5 

A. Yes.  As noted on Schedule D-5, page 12 of 13, Staff reviewed the authorized rate 6 

of return decisions for electric utilities rendered by other State Commissions 7 

across the country for 2016 through September 2018.  The average authorized 8 

ROE from 2016 decisions was 9.77%, for 2017 was 9.74% and through 9 

September 2018 was 9.64%.   10 

Q. Please summarize Staff’s results 11 

A. Below is a summary of Staff’s cost of equity model estimates, review of other 12 

state commission’s average authorized electric ROE decisions for 2016-13 

September 2018 and Staff’s recommended ROE range and ROE: 14 
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  1 

 Based on the results of Staff’s cost of equity models and the review of other state 2 

Commission’s average authorized electric ROE decisions, it is Staff’s judgment 3 

that a cost of equity recommendation for DTE Electric falls within the range of 4 

9.00% - 10.00%.  Considering the Company’s current authorized ROE of 10.00% 5 

and taking into consideration its solid credit rating, accommodating capital 6 

markets, low cost of debt that the Company currently takes advantage of and the 7 

Company’s positive realized rate of return over the past few years, Staff 8 

recommends a ratemaking cost of equity of 9.80% in this case.  The Company’s 9 

request for a 10.50% ROE is burdensomely high and unfair to ratepayers and 10 

should be rejected by the Commission.  Staff’s recommended ROE of 9.80% is 11 

very reasonable considering it is around the high-end of Staff’s ROE range, is 12 

slightly higher than the average ROEs awarded by other state commissions in 13 

2016, 2017 and through September 2018, is higher than the average authorized 14 
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ROE of Staff’s proxy group at 9.73%, and properly compensates the Company for 1 

its electric utility investment.   2 

Q. Does Staff’s ROE recommendation consider all of the Company’s risk-mitigating 3 

proposals in this case? 4 

A. No.  Staff’s recommendation doesn’t even account for the risk-mitigating 5 

Infrastructure Recovery Mechanism (IRM) that the Company requested in this 6 

case.  The Company is requesting an IRM to cover incremental capital 7 

expenditures from May 1, 2020 through December 31, 2022.  The IRM will 8 

collect revenues, through a separate customer surcharge, for certain expenditures 9 

associated with the Company’s distribution, fossil generation and nuclear 10 

generation programs.  The Company is requesting $137 million in 2020, $269 11 

million in 2021, and $418 million in 2022.  Thus, the Company is requesting 12 

surcharge revenues to cover future incremental plant and infrastructure 13 

investments that practically eliminate the Company’s cash flow and liquidity risk 14 

associated with those expenditures.  If the Company files a new rate case, such as 15 

it has done in this case, that application will request additional revenues on top of 16 

the revenues that would be collected through the IRM.  That amounts to 17 

substantial financial protection, and thus substantial risk reduction for the 18 

Company. Thus, Staff’s 9.80% ROE recommendation is not only reasonable but 19 

advantageous based on the substantial financial and business risk reduction the 20 

Company’s IRM request will provide.  For these reasons, the Commission should 21 

reject the Company’s excessively high 10.50% ROE recommendation and adopt 22 

Staff’s fairer and more reasonable 9.80% ROE recommendation. 23 
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Q. Does that conclude your testimony? 1 

A. Yes. 2 

 3 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Exhibit S-4 and its schedules sponsored

 3 by Mr. Megginson?  (No response.)

 4 Hearing none, that exhibit is admitted.

 5 MR. SINGH:  Thank you, your Honor.  Next

 6 Staff moves to bind in the Qualifications and Direct

 7 Testimony of Nicholas Evans, which consists of a cover

 8 page and 38 pages of questions and answers.  Mr. Evans

 9 sponsors Staff's Exhibit 10.0, Exhibit -- excuse me --

10 Exhibit S-10.0, Exhibit S-10.1, Exhibit S-10.2, Exhibit

11 S-10.3, Exhibit S-10.4, Exhibit S-10.5, Exhibit S-10.6,

12 Exhibit S-10.7, and that is all.  Thank you, your Honor.

13 JUDGE WALLACE:  Does that complete that

14 exhibit?  

15 MR. SINGH:  That completes those list of

16 exhibits, yes.

17 JUDGE WALLACE:  O.K.  Is there any

18 objection to binding in the testimony of Mr. Evans?  (No

19 response.)

20 Hearing none, Mr. Evans' testimony is

21 bound into the record.

22 (Testimony bound in.)

23 -  -  - 

24  

25  
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Q. Please state your full name and business address for the record. 1 

A. My name is Nicholas M. Evans, and my business address is 7109 West Saginaw 2 

Highway, Lansing, Michigan 48917.   3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (MPSC or 5 

Commission) as a Public Utilities Engineering Specialist in the Electric 6 

Operations Section, which is part of the Energy Operations Division.  This 7 

Division is responsible for ensuring safe, reliable and accessible energy supplies.   8 

Q. Please describe your educational background.  9 

A. I earned a Bachelor of Science in Electrical Engineering from Kettering 10 

University in 2005.  In addition, I earned a Master of Public Administration 11 

degree from Western Michigan University in 2012.   12 

Q. What is your professional background? 13 

A. In 2007, I began working at the State of Michigan Energy Office as a staff 14 

engineer, where I performed energy audits on local government, school district, 15 

and state office buildings and advised the building managers and other personnel 16 

on ways to conserve energy and increase their buildings’ energy efficiency.  I also 17 

reviewed energy audits from private contractors for these customers.   18 

 In April 2010, I began working for the MPSC in the Energy Efficiency 19 

Section as a Public Utilities Engineer.  In this Section, I reviewed filings made in 20 

the reconciliation process of utility Energy Optimization plans.  I was the case 21 

coordinator for six electric cooperatives and for Case Nos. U-16013 and U-16014.  22 
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In addition, I participated in the MPSC Energy Optimization Collaborative and 1 

the MPSC Plug-in Hybrid Electric Vehicle Task Force.   2 

  In November 2010, I was placed into the Smart Grid Section where I 3 

reviewed the portions of utility rate case filings that pertained to Smart Grid, 4 

Advanced Metering Infrastructure (AMI) and Automated Meter Reading (AMR).  5 

I testified in several rate cases on AMI issues.  I also assisted in writing the Staff 6 

Report in Case No. U-17000 and was a member of the MPSC Smart Grid 7 

Collaborative.   8 

  In July 2013, I transferred to the Generation and Certificate of Need 9 

Section.  My primary responsibilities were to review expenditures related to 10 

environmental compliance and the purchase of new fossil generation in utility rate 11 

case filings.  My other responsibilities were to review portions of Certificate of 12 

Necessity applications and assist with the tracking and monitoring of various 13 

environmental rules as they were proposed and finalized.  From June 2014 until 14 

February 2016, I helped analyze and track developments with the Environmental 15 

Protection Agency’s Clean Power Plan rule, providing assistance to the 16 

Commission, the Michigan Department of Environmental Quality, and the 17 

Michigan Agency for Energy.  I also represented the MPSC on the Midcontinent 18 

Power Sector Collaborative.   19 

  From March 2017 through June 2017, I participated in the Integrated 20 

Resource Plan (IRP) Statewide Parameter Setting/Modeling stakeholder outreach 21 

process, primarily by serving as workgroup lead of the Market Options and 22 

Advanced Technologies workgroup and co-chairman of the Environmental Policy 23 
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workgroup.  I later assisted in drafting the MPSC Staff’s Draft Integrated 1 

Resource Planning Parameters (Strawman Proposal). 2 

  In November 2017, I was promoted to a Public Utilities Engineering 3 

Specialist and began working in the Electric Operations section.  My primary 4 

responsibility is to review distribution system expenditures and expenses in utility 5 

rate case filings.  My other responsibilities are to review distribution operations 6 

five-year plans, assist with updating the state electric interconnection standards, 7 

procedures and applications, log injury and fatality incidents associated with 8 

utility equipment, and assist with investigations. 9 

Q. Have you received any work-related training since starting your employment with 10 

the MPSC? 11 

A. Yes.  I have attended the following programs hosted by the Institute of Public 12 

Utilities at Michigan State University:  13 

 -Forecasting for Regulators  14 

 -Annual Regulatory Studies Program 15 

 -Advanced Regulatory Studies Program 16 

 -Michigan Forum on Economic Regulatory Policy 17 

 -Introduction to Public Utility Regulation and Ratemaking.   18 

Q. Have you attended any other training programs or events since 2007? 19 

A. Yes.  I have attended:  20 

 -Michigan Farm Energy Audit Program at Michigan State University in 2007.  21 
 22 
 -Fundamentals of Energy Auditing course at the University of Wisconsin-23 

Madison in 2008.  24 
 25 
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 -Distribution Efficiency Planning and Voltage Optimization conference sponsored 1 
by Electric Utility Consultants, Inc. in 2012.  2 

 3 
 -2014 National Energy Risk Lab sponsored by the National Association of 4 

Regulatory Utility Commissioners (NARUC). 5 
 6 
 -Power Experts 2014 - Air Quality and Environmental Compliance for Coal 7 

Power Plants. 8 
 9 
 -National Summit on Smart Grid and Climate Change in 2014. 10 

 -Power Experts 2017 – Utility Air Quality and Environmental Compliance 11 
Conference.   12 

 13 
 -Distribution Systems and Planning, hosted by NARUC, Organization of MISO 14 

States, and Lawrence Berkley National Laboratory, in January 2018. 15 
 16 
 -IEEE 1547 Distributed Energy Resource Interconnection with Electrical Power 17 

Systems Workshop, hosted by the Organization of MISO States, in March 2018. 18 
  19 
 -DER (Distributed Energy Resources) Ride-Through Workshop, hosted by PJM, 20 

in October 2018. 21 
 22 
Q. Have you been awarded any certificates as a result of your regulatory training? 23 

A. Yes.  In 2014, I was awarded a Tier One Certificate of Continuing Regulatory 24 

Education from the Institute of Public Utilities at Michigan State University. 25 

Q. Have you previously testified before the Commission? 26 

A. Yes.  I have filed testimony in the following cases:  27 

Case No Company                    Type of Case                    Subject of Testimony  28 

U-16180 Indiana-Michigan       Electric rate (settled)         gridSMARTsm project   29 

U-16472 Detroit Edison            Electric rate                 AMI, SmartCurrents   30 

U-16794  Consumers Energy     Electric rate                 AMI/Smart Grid  31 

U-16999    MichCon                    Gas rate (settled)          AMI and AMR        32 

U-15768    Detroit Edison            Remand – Electric rate      AMI pilot program     33 
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U-17087 Consumers Energy     Electric rate (settled)    AMI 1 

U-17429    Consumers Energy     Certificate of Necessity Thetford Plant- IRP     2 
                                                                  (withdrawn)                       review              3 
                                                                                                                            4 
U-16472  DTE Electric              Remand – Electric rate AMI (with Rebuttal) 5 

U-17735 Consumers Energy     Electric rate   Environmental  capital  6 
      and O&M, Jackson 7 
      Plant 8 
 9 
U-17990                Consumers Energy     Electric rate                 Environmental capital      10 
      and O&M  11 
  12 
U-18224                Upper Michigan         Certificate of Necessity RICE Units –   13 
                              Energy Resources                                                 Environmental review 14 
                              Corporation                                                     15 
 16 
U-18322                Consumers Energy     Electric rate                 Environmental capital      17 
      and O&M  18 
 19 
U-18370                Indiana-Michigan       Electric rate  Contingency and SCR 20 
                                 21 
Q. Have you provided technical assistance in any other cases? 22 

A.  Yes, in multiple cases.  23 

Case No. Company                    Type of Case                Assisted with:  24 

U-17053 Detroit Edison            Tariff                 Non-transmitting                                       25 
                                                                                                 meter provision 26 
 27 
U-15645 Consumers Energy     Remand – Electric rate     AMI pilot program. 28 

U-18462 Northern States          Electric rate (settled) Distribution system  29 
  Power   capital and O&M 30 

 31 
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Q.  What is the purpose of your testimony in this proceeding? 1 

A.  The purpose of my testimony is to present the Michigan Public Service 2 

Commission Staff’s (Staff) adjustments to DTE Electric Company’s (DTE 3 

Electric or Company) projected distribution capital expenditures and O&M 4 

expenses.  I also present Staff’s proposed reporting requirements and 5 

recommendations regarding the Company’s Tree Trimming Surge Proposal.    6 

Q. Are you sponsoring any exhibits? 7 

A. Yes, I am sponsoring multiple exhibits:  8 

 Exhibit No.              Description 9 

 Exhibit S-10.0          U-20162 Distribution Capex with Staff adjustments. 10 
 11 
 Exhibit S-10.1          DTE Electric’s Exhibit A-9, Schedule B6.4 from Case No.  12 
                 U-18255, which shows projected capital expenditures for  13 
                 distribution plant. 14 
 15 
 Exhibit S-10.2         U-18255 Distribution capex authorized amounts, created from  16 
                 DTE Electric’s Exhibit A-9, Schedule B6.4 from Case No.  17 
                 U-18255 (Staff Exhibit S-10.1). 18 
 19 
 Exhibit S-10.3          Crosswalk between Exhibit A-9, Schedule B6.4 from U- 20 
                 18255 to Exhibit A-12, Schedule B5.4 from U-20162. 21 
 22 
 Exhibit S-10.4          DTE Electric’s Response to Discovery Question STDE-7.8a  23 
                  2nd Supplemental, which shows actual spending on  24 
                  distribution capital programs from January 1, 2018 – August  25 
                  31, 2018. 26 
 27 
 Exhibit S-10.5         Staff Surge Proposal 28 
 29 
 Exhibit S-10.6          DTE Electric’s Response to Discovery Question STDE- 30 
                 3.24d, which shows actual total tree trim expense for 2012- 31 
                 2016. 32 
  33 
 Exhibit S-10.7          2018 Distribution Capex by month, from DTE Electric’s  34 
                 Exhibit A-12, Schedule B5.4. 35 
 36 
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2017 - 2020 capital expenditures – distribution plant 1 

Q. On which Company exhibit can the historical and projected capital expenditures 2 

associated with distribution plant (“distribution capex”) be found? 3 

A. Company Exhibit A-12, Schedule B5.4, pages 1-10. 4 

Q. What is the Company requesting? 5 

A. The Company is requesting $651.372 million for 2017, $810.157 million for 6 

2018, $285.557 million for the four months ending 4/30/2019, and $830.578 7 

million for the projected test year, which runs from May 1, 2019 – April 30, 2020.  8 

The 2017 historical amount is 15.7% higher than the 2017 amount authorized in 9 

the U-18255 case.  The Company’s 2018 projection is 44% higher than the 2017 10 

authorized amount, the 2019 calendar year projection is 47.6% higher than the 11 

2017 authorized amount, and the 2020 calendar year projection is 51.3% higher 12 

than the 2017 authorized amount.  13 

Q. What adjustments to distribution capex are you recommending? 14 

A.  I am recommending the Commission disallow the following capex amounts: 15 

 1) $88,615,000 from the 2017 historic year; 16 

 2) $64,455,000 for calendar year 2018; 17 

 3)  $31,447,000 for the first four months of 2019; and 18 

 4) $61,894,000 for the test year. 19 

 All of these disallowances can be viewed on line 22 of Staff Exhibit S-10.0.  The 20 

reasons for these adjustments include lack of testimonial support and pace of 21 

spending from January 2018 – August 2018. 22 

The 2017 historic year 23 
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Q. Why are you recommending an adjustment to the 2017 historical year distribution 1 

capex? 2 

A. The Company spent more than was authorized by the Commission in 2017 for 3 

distribution plant.  By Staff’s calculation, the Commission authorized 2017 4 

distribution capex spending in the Company’s last electric rate case to be 5 

$562,757,000.  The Company spent $651,372,000, or $88,615,000 more.   6 

Q. How did Staff calculate the $562,757,000? 7 

A. Staff started with Staff Exhibit S-10.1 (which is Company Exhibit A-9, Schedule 8 

B6.4 from Case No. U-18255) and compared it to the approvals found in part B of 9 

the April 18, 2018 Order in Case No. U-18255.1  In the April 2018 Order, the 10 

Commission adopted adjustments to the 4.8kV Relay Improvement Project, 11 

Advanced Distribution Management System (ADMS), AMI mesh network, pole 12 

top maintenance, Total New Business and the System Strengthening Blankets 13 

subtotal.  The adjustments to Total New Business and System Strengthening 14 

Blankets were due to the Commission agreeing with Staff’s inflation rates.  All of 15 

these programs and categories are part of electric distribution capex.   16 

  With these adjustments, the total capital authorized for distribution is 17 

found to be $464,498,000 for the 10 months ending 10/31/2017 and $589,554,000 18 

for the 12 months ending 10/31/2018.  These amounts and their originally-19 

requested amounts are shown in Exhibit S-10.2, page 1, line 25.  20 

  With these numbers, Staff can calculate how much spending the 21 

Commission authorized for the full 12 months of 2017 in the Company’s last 22 

                                                 
1 Part B is titled “Distribution Operations Capital Expenditures” and is found on pages 9 - 16.   
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electric rate case.  With the authorized spending for the 10 months ending 1 

10/31/2017 already in hand, only the authorized spending for the remaining two 2 

months of the year needs to be calculated.  To do this, I took the authorized 3 

spending of $589,554,000 for the 12 mos. ending 10/31/2018 and divided it by 12 4 

to give an average monthly amount.  I then multiplied the average monthly 5 

amount by two to obtain a combined November - December 2017 spending 6 

estimate of $98,259,000.  I then added this figure to the 1/1/2017 – 10/31/2017 7 

authorized amount of $464,498,000 to calculate total 2017 authorized spending of 8 

$562,757,000.  This method allows for an apples-to-apples comparison to actual 9 

2017 spending provided in the instant case.   10 

  As shown in Exhibit A-12, Schedule B5.4, page 1, column (b), line 22, 11 

the Company’s total capital spending for the 12 months ending 12/31/2017 was 12 

$651,372,000.  Staff subtracted the $562,757,000 authorized spending from the 13 

actual spending of $651,372,000, which yields overspending by the Company of 14 

$88,615,000.2   15 

Q. Is spending beyond what the Commission authorizes always imprudent or 16 

unreasonable? 17 

A. No.  Sometimes a project or program warrants increased spending.  However, a 18 

utility that over-spends its Commission authorization in a major category, like 19 

distribution plant, should justify this higher spending in the next rate case.  Staff 20 

should not be caught unaware of over-spending in the historic year of a rate case.   21 

                                                 
2 Due to an error caught later, $591,459,000, not $589,554,000, was used for the 12 months ending 
10/31/2018.  This leads to a slightly smaller downward adjustment of $88,298,000.  This is the adjustment 
used in calculating Staff’s proposed rates, but is not used in my testimony here.  
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Q. Did DTE Electric support the over-spending in 2017 in this case? 1 

A. No.  The Company provided historical 2017 spending on a wide range of projects 2 

and programs, as shown in Exhibit A-12, Schedule B5.4.  Some of these, such as 3 

“Meters,” “Cable Replacement,” and “System Improvements,” were carried over 4 

from Exhibit S-10.1.  Many projects and programs, however, did not carry over 5 

from Exhibit S-10.1 to Exhibit A-12, Schedule B5.4.  For example, “Maxwell 6 

Transformer #2”, “Extend CATLI DC 9128”, and “PR Recloser Replacement” 7 

were all projects listed in U-18255 but not in the instant case.  A comprehensive, 8 

apples-to-apples comparison of programs and projects between the two exhibits is 9 

not possible.  Nevertheless, I did attempt a limited crosswalk to discover if a 10 

program or multiple programs could be identified as major drivers of the 2017 11 

over-spending.   12 

Q. Please briefly describe the crosswalk you performed between Exhibit S-10.1 and 13 

Exhibit A-12, Schedule B5.4.   14 

A. The crosswalk, shown as Staff Exhibit S-10.3, first lists the line items from 15 

Exhibit S-10.1, their locations within the exhibit, and how much was authorized 16 

by the Commission for those line items by the Commission’s April 18, 2018 17 

Order.  Next to those items are my best guesses on what their equivalent line 18 

items are in Exhibit A-12, Schedule B5.4, their locations within the exhibit, and 19 

how much was actually spent on those line items by the Company.  Another 20 

column calculates the over-spend or under-spend for each line item pair, and the 21 

last column is reserved for comments.   22 

Q. What were the results of your crosswalk analysis? 23 
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A. As stated earlier, many projects in Exhibit S-10.1 have no obvious equivalents in 1 

Exhibit A-12, Schedule B5.4.  These were simply marked as “(Not found)” or 2 

“(Unknown)” in the “U-20162 Equivalent Category or Project (Staff’s Best 3 

Guess)” column.  Several programs, such as 4.8 kV Consolidation and 4 

Conversion, the Pontiac Vaults, and Transformers and Regulators had moderate 5 

over-spending.  Some projects, like the Gordie Howe Bridge and Ann Arbor 6 

System Improvement, had under-spending.  However, one category had massive 7 

over- spending and appears to be the primary contributor to the overall over-8 

spending in 2017. 9 

Q. Which category had the massive over-spending? 10 

A. “Emergency Retirement Unit Changeouts and Storm,” which became “Storm” 11 

and “Non- Storm” in the instant case. 12 

Q. How much was over-spent in this category? 13 

A. By my calculation, approximately $99,226,000.  In Exhibit S-10.1, “Emergency 14 

Retirement Unit Changeouts and Storm” had $124,124,000 in capex for 10 mos. 15 

ending 10/31/2017 and $152,549,000 for 12 mos. ending 10/31/2018.  Using 16 

Staff’s earlier formula of adding the 10 mos. ending 10/31/2017 spending to two 17 

months of spending from the 12 mos. ending 10/31/2018 projection, I calculated 18 

that $149,549,000 was authorized for the entirety of 2017.  By comparison, the 19 

Company ended up spending $248,775,000, a combination of $122,588,000 for 20 

Storm and $126,187,000 for Non-Storm.  The difference between the authorized 21 

amount of $149,549,000 and the actual spend of $248,775,000 is an over-spend of 22 

$99,226,000. 23 
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Q. How do you know that “Emergency Retirement Unit Changeouts and Storm” is 1 

equivalent to “Storm” and “Non-Storm”?   2 

A. Their descriptions are very similar.  On page 37 of his direct testimony in Case 3 

No. U-18255, Company witness Paul D. Whitman states: 4 

 “Emergency Retirement Unit Changeouts and Storm”: Projects to perform  5 
 emergency replacement work for retirement unit items on the overhead and  6 
 underground subtransmission and distribution systems. Capital expenditures  7 
 for storms are also included in this line. (emphasis added.) 8 
 9 
 In the instant case, “Storm” and “Non-Storm” are part of a larger category called 10 

“Emergent Replacements,” which also includes a line item called “Substation 11 

Reactive.”  On page 89 of his direct testimony, Company witness Marco A. 12 

Bruzzano states the following: 13 

 Q. Can you describe Emergent Replacements, lines 2 to 7, in more detail? 14 
 15 
 A. These costs are to perform emergency replacement work for retirement  16 
 unit items on the overhead and underground subtransmission and  17 
 distribution systems and in substations. Capital expenditures for the restoration  18 
 associated with storms is included in line 3 and similar expenditures for non- 19 
 storm restoration is included in line 4. (emphasis added.) 20 
 21 
 Based on the similar definitions, it is logical to conclude that “Emergency 22 

Retirement Unit Changeouts and Storm” in Case No. U-18255 became two 23 

categories, “Storm” and “Non-Storm”, for Case No. U-20162. 24 

Q. Did the Company explain the 2017 over-spending in Storm and Non-Storm? 25 

A. No.  The most that is said about Storm and Non-Storm is the following:  26 

 Q. Can you describe Emergent Replacements, lines 2 to 7, in more detail? 27 
 28 
 A. These costs are to perform emergency replacement work for retirement  29 
 unit items on the overhead and underground subtransmission and  30 
 distribution systems and in substations. Capital expenditures for the restoration  31 
 associated with storms is included in line 3 and similar expenditures for non- 32 
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 storm restoration is included in line 4. In 2017, DTE Electric replaced  1 
 approximately 3.6 million feet of wire and cable and 5,400 poles.3   2 
 3 
 While the 3.6 million feet of wire and cable and 5,400 poles likely contributed to 4 

the over-spending, the Company did not explicitly confirm this in testimony or 5 

explain why they needed to replace the wire, cable and poles.  The over-spending 6 

in distribution capex is not mentioned anywhere in Mr. Bruzzano’s testimony.  7 

Q. What was Staff expecting? 8 

A. When significant over-spending on capex distribution is planned, Staff should be 9 

notified by the Company.  For this case, Staff did not expect the Company to 10 

provide a line-by-line explanation as to why spending was higher or lower than 11 

forecasted for individual projects.  However, a list of the programs that were the 12 

major contributors to the over-spending, the amount of over-spending that 13 

occurred, a list of equipment purchased, an explanation as to why the over-14 

spending for each program needed to occur, and an explanation as to why the 15 

spending could not be deferred until after 2017 would have been helpful for Staff 16 

in determining cost recovery of 2017 historical expenditures.  The Company 17 

provided none of these items in its filing.  Staff did its own analysis to determine 18 

the programs and categories in which overspending occurred and how much the 19 

Company overspent, but is still in the dark as to what equipment or items were 20 

purchased, why the overspending occurred and why it had to occur in 2017.   21 

Q. What is Staff expecting in the future if the Company overspends in its historical 22 

test year? 23 

                                                 
3 Direct Testimony of Marco A. Bruzzano, page 89, lines 16-21. 
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A. The Company should provide to Staff a list of the programs that were the major 1 

contributors to the over-spending, the amount of over-spending that occurred, a 2 

list of equipment purchased, an explanation as to why the over-spending for each 3 

program needed to occur, and an explanation as to why the spending could not be 4 

deferred until a later year.  Staff recommends that the Company should be 5 

directed to notify the Staff before a significant over-spend of Commission-6 

approved electric distribution capex occurs.   7 

Calendar year 2018 8 

Q. Broadly speaking, why are you recommending a downward adjustment of 9 

$64,455,000 to 2018 distribution capex? 10 

A. Staff’s is recommending this adjustment so that 2018 distribution capex reflects 11 

the Company’s actual spending patterns during the January 2018 – August 2018 12 

timeframe.   13 

  On page 1 of Exhibit A-12, Schedule B5.4, the Company includes the 14 

entirety of its distribution capex for 1/1/2017 – 4/30/2020, and this capex is 15 

divided into several categories: Emergent Replacements (lines 2-7), Customer 16 

Connections, Relocations and Other (lines 8-15), and Strategic Capital Programs 17 

(lines 17-21).4  The remaining pages of the exhibit show distribution capex in 18 

greater detail.   19 

  Staff requested actual spending on distribution programs in a 20 

discovery question.  The response from the Company, Discovery Response 21 

                                                 
4 The Emergent Replacements and Customer Connections, Relocations and Other categories are part of 
Base Capital Programs (lines 1-16). 
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STDE-7.8a 2nd Supplemental, is provided as Staff Exhibit S-10.4.  This exhibit 1 

shows the actual spending from January 1, 2018 through August 31, 2018 (Year 2 

to Date or “YTD”) for the various distribution programs in the same format as 3 

Exhibit A-12, Schedule B5.4.  The Company has, as of August 31, spent less than 4 

forecasted (YTD Forecast) on Strategic Capital Programs but more than 5 

forecasted on the Emergent Replacements category.  Spending on Customer 6 

Connections, Relocations and Other, when Customer Advances for Construction 7 

(CIAC) are included, is on track with what the Company forecasted for 2018.  8 

Staff made an overall downward adjustment of $64,455,000 to the Company’s 9 

requested $810,157,000, as shown on Exhibit S-10.0, so that 2018 distribution 10 

capex reflects the Company’s slower rate of spending in the Strategic Capital 11 

category and the accelerated rate of spending in the Emergent Replacements 12 

category.   13 

Q. Is the $64,655,000 disallowance composed of numerous smaller adjustments? 14 

A. Yes.  The disallowance is the net result of several smaller disallowances and 15 

upward adjustments. 16 

Q. Are the Emergent Replacements and Strategic Capital categories composed of 17 

several sub-categories each? 18 

A. Yes.  Emergent Replacements is composed of the Storm, Non-Storm, Substation 19 

Reactive, and Emergent Replacement Reduction Based on Strategic Spend sub-20 

categories.  Strategic Capital is composed of the Infrastructure Resilience and 21 

Hardening, Infrastructure Redesign, and Technology and Automation sub-22 

categories.  Staff’s recommended reduction to 2018 distribution capex is made up 23 
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of adjustments to most of these sub-categories, and these are shown on Exhibit S-1 

10.0. 2 

Q. Let’s start with Customer Connections, Relocations and Other, spending on which 3 

you said was “on track”.  Please describe Staff’s analysis of this category. 4 

A. Staff noted that Total Customer Connections, Relocations, and Other Net of 5 

CIAC (“Connections & Other”) category, shown on page 8, column (b), line 94 of 6 

Staff Exhibit 10.4, appears to be on track when YTD Actual spending is 7 

compared to the YTD Forecast.5  Also, since the YTD Actuals and Forecast only 8 

covered January 1, 2018 through August 31, 2018, extrapolating the spending out 9 

12 months and then comparing it to the 2018 filed projection of $201,921,000 - 10 

shown in Exhibit A-12, Schedule B5.4, page 5, column (c), line 94 - is also 11 

important.  The extrapolated spending is calculated by dividing $135,843,000 by 12 

8 months and then multiplying the result by 12.  (This is mathematically 13 

equivalent to multiplying by 1.5, and will be referred to as such throughout the 14 

remainder of my testimony.)  This yields predicted spending of $203,764,500, 15 

which is very close to the official projected spending of $201,921,000.  Staff 16 

therefore had no concerns with the Connections & Other category. 17 

Q. Please describe Staff’s analyses of the three Strategic Capital sub-categories - 18 

Infrastructure Resilience and Hardening, Infrastructure Redesign, and Technology 19 

and Automation. 20 

                                                 
5 This amount can also be derived by adding the $160,266,000 in column (b), line 14 on page 6 of Exhibit 
S-10.4 to the -$24,423,000 shown in column (b), line 15 on page 6 of that same exhibit. 
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A. Staff looked at actual spending on the Infrastructure Resilience and Hardening 1 

sub-category, shown on page 9 of Exhibit 10.4, which amounted to $108,217,000 2 

from January 1, 2018 to August 31, 2018.  Extrapolating the eight-month number 3 

to 12 months by multiplying by 1.5 yields $162,326,000, which is less than the 4 

projected $199,054,000.6  Staff earmarked the difference of $36,728,000 as a 5 

disallowance.  6 

  Staff looked at actual spending on the Infrastructure Redesign sub-7 

category, shown on page 10 of Exhibit S-10.4, which amounted to $37,249,000 8 

from January 1, 2018 to August 31, 2018.  Extrapolating the eight-month number 9 

to 12 months yields $55,874,000, which is substantially less than the projected 10 

$121,905,000.7  Staff earmarked the difference of $66,031,000 as a disallowance. 11 

  Staff looked at actual spending for the Technology and Automation 12 

sub-category, shown on page 11 of Exhibit S-10.4, which was $20,541,000 from 13 

January 1, 2018 through August 31, 2018.  Extrapolating the eight-month number 14 

to 12 months yields $30,812,000, which is substantially less than the projected 15 

$85,174,000.8 Staff earmarked the difference of $54,362,000 as a disallowance. 16 

Q. Is it reasonable to expect that the three Strategic Capital sub-categories will 17 

continue to spend at the same slower pace throughout the remainder of 2018? 18 

A. Overall, yes.  While spending on some projects and programs will likely match 19 

projections by the end of the year, numerous others will likely fall short.  In Staff 20 

                                                 
6 Exhibit A-12, Schedule B5.4, page 7, column (c), line 27; see also page 1, column (c), line 18. 
7 Exhibit A-12, Schedule B5.4, page 8, column (c), line 42; see also page 1, column (c), line 19. 
8 Exhibit A-12, Schedule B5.4, page 9, column (c), line 15; see also page 1, column (c), line 20. 
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Exhibit S-10.4, the Company provided commentary regarding spending for many 1 

of the Strategic Capital projects.  Some reasons for the slower spending include: 2 

 Project deferred, delayed, or postponed due to local permitting issues, land  3 
  availability, or other reasons (ten instances)9   4 
 Awaiting approval from Army Corps of Engineers (one instance)10 5 
 Design not approved by local government (one instance)11 6 
 Project has been rescheduled due to resource allocation to support hurricane relief  7 
  efforts and to address emergent work (four instances)12 8 
  9 
  With the large number of delays which are outside the control of the 10 

Company, it is difficult to believe that spending will catch up in the remaining 11 

four months of the year.   12 

  In addition, for the Technology and Automation projects shown on 13 

page 11 of Exhibit S-10.4, the YTD actual spend of $20,541,000 falls far short of 14 

the $43,621,000 projected by the Company for the first eight months of 2018.13  15 

Even the YTD Forecast of $25,035,000 falls far short of the $43,621,000, with no 16 

clear explanation in the commentary as to why this occurred.  Staff can only 17 

conclude that the Company has revised its Technology and Automation projection 18 

downward.  19 

  Finally, the spending on other projects, such as 4.8 kV Hardening and 20 

Pontiac Vaults, from January 2018 – August 2018 is far less than the projected 21 

2018 spending.14  The Company has only spent one-third of its projection for 4.8 22 

                                                 
9 Exhibit S-10.4, page 9, lines 3 and 24; Exhibit S-10.4, page 10, lines 2, 3, 5, 9, 10, 22, 27, 34.  
10 Exhibit S-10.4, page 9, line 16. 
11 Exhibit S-10.4, page 10, line 26. 
12 Exhibit S-10.4, page 10, lines 18, 19, 20, and 23. 
13 See Staff Exhibit S-10.7 for the source of the $43,621,000.  Add up the amounts in line 20 “Technology 
and Automation”, columns (b) – (i) to calculate the $43,621,000. 
14 Compare amounts in Exhibit S-10.4, page 9, column (b), lines 12 and 19 with amounts in Exhibit A-12, 
Schedule B5.4, page 7, column (c), lines 12 and 19. 
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kV Hardening, for instance.  Although the Company claims that work will be 1 

ramping up, Staff is not sure there is enough time left in the year to spend over 2 

$35 million on just this one program. 3 

  For these reasons, Staff believes that actual spending will likely not 4 

match projections in 2018.  Staff believes there is simply not enough time left in 5 

2018 to catch up on spending.  Staff is assuming that spending will continue at the 6 

same pace as occurred from January 2018 – August 2018. 7 

Q. Were there any more disallowances that went into calculating the 2018 8 

distribution capex adjustment? 9 

A. Yes, to the Substation Risk: Drexel project.  As shown on page 9 of Exhibit S-10 

10.4, column (b), line 5, actual spending on Drexel substation from January 1, 11 

2018 – August 31, 2018 was $1,512,000.  Extrapolating this to 12 months yields 12 

$2,268,000, and this amount should be disallowed.  13 

Q. Why?   14 

A. The Company did not include that particular substation in Table 16: Substation 15 

Risk Model Results, shown on page 49 of the Direct Testimony of Marco A. 16 

Bruzzano.  Staff therefore does not know that substation’s outage risk score, the 17 

outage rate, the stranded load after load transfer, or the stranded load after 18 

distributed generation.  With this information missing, Staff cannot recommend 19 

that capital expenditures for Substation Risk: Drexel be placed into rate base at 20 

this time.  21 

Q. Let’s turn to those upward adjustments you mentioned earlier.  Are all of the 22 

upward adjustments in the Emergent Replacements category?   23 
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A. Yes.   1 

Q. What prompted Staff to recommend upward adjustments in the Emergent 2 

Replacements category? 3 

A. Staff is recommending upward adjustments due to the current year over-spending 4 

which occurred in this category from January 1, 2018 to August 31, 2018.  A 5 

comparison of the YTD Actuals shown on page 6, column (b), lines 3-7 of Exhibit 6 

S-10.4 to the 2018 projections shown in Exhibit A-12, Schedule B5.4, page 1, 7 

column (c), lines 3-7 shows the Company had, by August 31, already spent more 8 

than its 2018 projection in three of the sub-categories that compose Emergent 9 

Replacements: Storm, Non-Storm and Substation Reactive.  In total, the Company 10 

spent $232,043,000 from January 2018 – August 2018 compared to a 11 

$202,104,000 projection for calendar year 2018.15   12 

Q. Does Staff recommend for the Emergent Replacements category that the 13 

Company recover the entire $232,0143,000, which would constitute an upward 14 

adjustment of $29,939,000? 15 

A. Yes.  As explained by Company witness Bruzzano on page 1 of Staff Exhibit S-16 

10.4: “Emergent Replacement capital is higher than the rate case projection, 17 

driven in large part by high storm activity in the first half of the year and by 18 

higher volumes of non-storm trouble (including weather driven outages and 19 

substation equipment failures).”  The Staff accepts this explanation for the over-20 

spending.  21 

                                                 
15 Exhibit S-10.4, page 6, column (b), line 7; Exhibit A-12, Schedule B5.4, column (c), line 7. 
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Q. How much more is the Company likely to spend on the Emergent Replacements 1 

category during the remaining four months in 2018? 2 

A. To arrive at a reasonable estimate, Staff utilized a methodology that assumed the 3 

accelerated pace of spending would continue for the rest of the year in two of the 4 

three Emergent Replacements sub-categories and stop completely in the third.  To 5 

lower the risk of overestimating, Staff chose the two sub-categories with the 6 

lower YTD Actual spending, Non-Storm and Substation Reactive, as the sub-7 

categories to adjust upward. Storm, the sub-category with the highest YTD Actual 8 

spending, was determined to be the sub-category where spending stops.   9 

  For the Non-Storm sub-category, Staff extrapolated the YTD Actual 10 

spending of $99,970,000 to 12 months to arrive at annual spending of 11 

$149,955,000.  Subtracting the two amounts yields an upward adjustment of 12 

$49,985,000.  For the Substation Reactive sub-category, Staff extrapolated the 13 

YTD actual spending of $30,020,000 to 12 months to arrive at annual spending of 14 

$45,030,000.  Subtracting the two amounts yields an upward adjustment of 15 

$15,010,000.  For the Storm sub-category, Staff did not add any additional 16 

expenditures.  Staff is also not proposing any adjustment to the Emergent 17 

Replacement Reduction Based on Strategic Spend sub-category, as zero was 18 

recorded for YTD actual for January 1, 2018 – August 31, 2018 in Exhibit S-10.4, 19 

page 6, line 6, column (b).  Adding the two upward adjustments together yields an 20 

upward adjustment to the Emergent Replacements category in the amount of 21 

$64,995,000, which is an estimate of how much the Company could spend in the 22 

Emergent Replacements category from September 1, 2018 – December 31, 2018.  23 
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Q. Should the Company consider the lack of an upward adjustment to the Storm sub-1 

category a constraint on storm restoration capital spending from September 2018 2 

to December 2018? 3 

A. No.  The incremental $64,995,000 that Staff is recommending for the Emergent 4 

Replacements category could certainly be used for the Storm sub-category during 5 

the last four months of 2018.  Staff understands that the fast pace of spending in 6 

the Non-Storm and Substation Reactive sub-categories may not continue past 7 

August 2018, and spending on storm capex likely did not stop on August 31.  8 

Some of the additional capex placed into the Non-Storm and Substation Reactive 9 

sub-categories could be used for projects and work in the Storm sub-category.  10 

Staff is adjusting the Emergent Replacements category upward as a whole, and 11 

Staff’s methodology should provide the Company enough funding to meet the 12 

various demands of the Storm, Non-Storm and Substation Reactive sub-13 

categories.  14 

Q. Is there an alternate method to calculating an upward adjustment to the Emergent 15 

Replacements category that supports Staff’s adjustment as reasonable?  16 

A. Yes.  This alternate method assumes that spending on the Emergent Replacements 17 

category (including reductions from Strategic Spend) will return to the 18 

Company’s projected pace from September – December 2018, so the amount of 19 

spending during that time would be $67,368,000.16  If this amount is added to the 20 

                                                 
16 Exhibit A-12, Schedule B5.4, page 1, column (c), line 7.  

$ , ,
		$67,368,000. 
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$232,043,000 already spent, the total is $299,411,000, which is within 1% of the 1 

Staff’s recommended amount of $297,038,000.17 2 

Q. Let’s put the disallowances and upward adjustments together.  Does the sum 3 

equal the previously stated amount of -$64,455,000? 4 

A. Yes.  When the adjustments are added together, the following is obtained: 5 

 Infrastructure Resilience and Hardening =     -$36,728,000 6 
 Infrastructure Redesign =    -$66,031,000  7 
 Technology and Automation =    -$54,362,000 8 
 Substation Risk: Drexel =     -$  2,268,000 9 
 Emergent Replacements Jan – Aug 2018 Overspend =   +$29,939,000 10 
 Emergent Replacements Sept – Dec 2018 =   +$64,995,000 11 
 Total Adjustment =   -$64,455,000  12 
 13 
Q. With this $64,455,000 downward adjustment, what does Staff consider a 14 

reasonable and prudent amount of total distribution capex for 2018? 15 

A. $745,702,000, which is the Company’s projected $810,157,00018 minus Staff’s 16 

$64,455,000 disallowance.   17 

Q. What does Staff consider to be reasonable and prudent amounts of capex for the 18 

Emergent Replacements, Connections & Other, and Strategic Capital categories 19 

for 2018? 20 

A. The two upward adjustments to the Emergent Replacements category changed the 21 

Company’s projected $202,104,000 to $297,038,000, as stated earlier.  Staff 22 

considers the latter figure to be reasonable and prudent for 2018.  Staff is not 23 

proposing to adjust spending in the Connections & Other category, so Staff 24 

considers the Company’s projection of $201,921,000 to be reasonable and prudent 25 

                                                 
17 $232,043,000 + $64,995,000 = $297,038,000. 
18 Exhibit A-12, Schedule B5.4, column (c), line 22. 
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for 2018.  The disallowances to the Strategic Capital category decreased the 1 

Company’s projection of $406,132,000 to $246,743,000, and Staff considers the 2 

latter figure to be reasonable and prudent for 2018.   3 

The four months ending April 30, 2019 and the test year 4 

Q. Why is Staff recommending downward adjustments to the four months ending 5 

April 30, 2019 and the test year? 6 

A. Given that spending on the Strategic Capital category is behind in 2018, Staff 7 

believes it prudent to assume that spending in this category will continue to fall 8 

short of projections in the 16-month period following 2018.  However, after 9 

reviewing the Company’s testimony and five-year distribution plan, Staff also 10 

believes the Company will be able to ramp up spending on the Strategic Capital 11 

category in 2019, so the shortfall should be much less than what Staff is 12 

predicting for 2018.   13 

  Staff also thinks it is reasonable to believe that spending on the 14 

Emergent Replacements category will be significantly less than what Staff is 15 

forecasting for 2018.  Spending on the Connections and & Other category will 16 

likely be similar to the Company’s projections, since 2018 spending is tracking 17 

closely with projections. 18 

Q. Based on these general guidelines, did Staff choose an overall distribution capex 19 

amount for 2019 and the first four months of 2020? 20 

A. Yes.  For 2019, Staff believes the Company will spend $762,331,000, which is 21 

equal to Staff’s distribution capex projection for 2018 plus Staff’s 2019 inflation 22 
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rate of 2.23%.19  Inflating the 2019 amount by Staff’s 2020 inflation rate of 2.50% 1 

but only including four months of spending provides $260,463,000 for the first 2 

four months of 2020.  Staff adopts these amounts for total distribution capex for 3 

January 1, 2019 – April 30, 2020. 4 

Q. How did Staff calculate the $31,447,000 downward adjustment to the four months 5 

ending April 30, 2019? 6 

A. Staff took our $762,331,000 projection number for 2019 distribution capex and 7 

divided this number by three to obtain four months of distribution capex for 2019, 8 

which equals $254,110,000.  Subtracting this amount from the Company’s first 9 

four months of 2019 projection of $285,557,00020 yields the $31,447,000 10 

disallowance.  This can be seen in Staff Exhibit S-10.0 in column (g), line 22. 11 

Q. How much is Staff projecting for the Emergent Replacements and Connections & 12 

Other categories for the four months ending April 30, 2019? 13 

A. To determine amounts for the Emergent Replacements and Connections & Other 14 

categories, Staff looked at the Company’s projections for these categories for 15 

calendar year 2019.  Staff decided that capital expenditures for the Emergent 16 

Replacements category, based on the historical annual expenditures from 2013 –17 

2017, were likely to be closer to the Company’s projection of $203,800,000 than 18 

to Staff’s 2018 projection of $297,038,000.  Staff finds the Company’s 2019 19 

projection of $203,800,000 to be reasonable (although this amount will be 20 

modified later).   21 

                                                 
19 Staff’s inflation rates can be found in the Direct Testimony of Kirk Megginson. 
20 Exhibit A-12, Schedule B5.4, page 1, column (d), line 22. 
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  Staff also decided the Company’s 2019 projection for the Connections 1 

& Other category, which is $198,521,000, was reasonable based on the fact that 2 

2018 spending is tracking closely with the Company’s projections.  While 3 

spending during the first four months of 2019 was a little more than one third of 4 

total 2019 spending for the Connections & Other category, Staff has no reason to 5 

find this minor imbalance to be imprudent.  Therefore, Staff finds the Company’s 6 

projection for the first four months of 2019 for the Connections & Other category 7 

to be reasonable and prudent.   8 

Q. What was the first step in projecting expenditures for the Strategic Capital 9 

category for the first four months of 2019? 10 

A. To determine how much Staff is recommending for the Strategic Capital category, 11 

I first took Staff’s forecasted distribution capex amount for the first four months 12 

of 2019, $254,110,000, and from it subtracted the $67,933,000 for the Emergent 13 

Replacements category and the $71,845,000 for the Connections & Other 14 

category.  This left $114,332,000. 15 

Q. Is Staff recommending any adjustments to the Emergent Replacement Reduction 16 

Based on Strategic Spend sub-category? 17 

A. Yes. Since Staff has calculated an amount for the Strategic Capital category that is 18 

78.4% of the Company’s projection, Staff conservatively estimates that the 19 

emergent replacement reduction will be about 75% of the Company’s projection.   20 

Therefore, Staff lowered the $2,827,000 reduction to $2,120,000, a decrease of 21 

$707,000.  This changes Staff’s projection for the Emergent Replacement 22 
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category to $68,640,000, and Staff considers this amount to be reasonable and 1 

prudent.   2 

Q. What effect does this $707,000 change have on the other categories? 3 

A. Since Staff had already adopted total distribution capex amounts, those 4 

expenditures must come from another distribution capex category.  Staff decided 5 

to adjust its calculated Strategic Capital category amount downward by $707,000, 6 

which results in a final Staff projection of $113,625,000, or 77.9% of the 7 

Company’s projection.  Staff finds this amount to be reasonable and prudent.  8 

Staff chose to adjust the Strategic Capital category downward because 9 

expenditures from this category were used to fund work in the Emergent 10 

Replacements category in 2018.   11 

Q. Let’s turn to the test year.  How did Staff calculate the $61,894,000 downward 12 

adjustment to the test year? 13 

A. First, Staff calculated how much distribution capex should be authorized for the 14 

test year.  Since Staff had decided that $762,331,000 was reasonable and prudent 15 

for 2019, Staff simply took two thirds of this amount to obtain a reasonable and 16 

prudent spending amount for May 1, 2019 – December 31, 2019, which turned 17 

out to be $508,221,000.  Next, Staff took the $260,463,000 calculated for the first 18 

four months of 2020, and then added this number to the May 1, 2019 – December 19 

31, 2019 amount to obtain $768,684,000.  Staff then subtracted this number from 20 

the Company’s projected $830,578,000 to arrive at the test year disallowance of 21 

$61,894,000.   22 
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 Q. How much is Staff projecting for the Emergent Replacements and Connections & 1 

Other categories for the test year? 2 

A. Having already determined two thirds of spending in these categories during the 3 

test year was reasonable, Staff only had to make sure the full test year amounts 4 

were not wildly different from calendar year 2019 projections.  As expected, the 5 

test year projections were close to calendar year 2019 projections, since the two 6 

12 month periods overlap by nine months.  Staff finds the Company’s test year 7 

projection for the Connections & Other category to be reasonable and prudent.  8 

The projection for the Emergent Replacements category was also reasonable (but 9 

will be modified shortly).  10 

Q. What was the first step in projecting expenditures for the Strategic Capital 11 

category for the test year? 12 

A. Subtracting the Company’s $204,580,000 projection for the Emergent 13 

Replacements category and its $193,059,000 projection for the Connections & 14 

Other category from the Staff’s recommended test year distribution capex amount 15 

of $768,684,000 leaves $371,045,000 for the Strategic Capital category.  16 

Q. Is Staff recommending any adjustments to the Emergent Replacement Reduction 17 

Based on Strategic Spend category? 18 

A. Yes.  Since Staff has calculated an amount for the Strategic Capital category that 19 

is 85.7% of the Company’s projection, Staff conservatively estimates that the 20 

emergent replacement reduction will be about 80% of the Company’s projection.   21 

Therefore, Staff lowered the $9,824,000 reduction to $7,859,000, a decrease of 22 

$1,965,000.  This changes Staff’s projection for the Emergent Replacement 23 
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category to $206,545,000, and Staff finds this amount to be reasonable and 1 

prudent.   2 

Q. What effect does this $1,965,000 change have on the other categories? 3 

A. Since Staff had already adopted total distribution capex amounts, those 4 

expenditures must come from another distribution capex category.  Staff decided 5 

to adjust its calculated Strategic Capital category amount downward by 6 

$1,965,000, which results in a final Staff projection of $369,080,000, or 85.2% of 7 

the Company’s projection.  Staff finds this amount to be reasonable and prudent.  8 

Staff chose to adjust the Strategic Capital category downward because 9 

expenditures from this category were used to fund work in the Emergent 10 

Replacements category in 2018.   11 

Q. Did Staff apply any tests to check if its methodology of projecting Strategic 12 

Capital led to reasonable and prudent amounts? 13 

A. Yes, Staff tested its results.  For the test, Staff first calculated the Company would 14 

be able to spend approximately 61.3% of its 2018 projection.  This percentage 15 

was calculated by taking the YTD Actual spending for 2018, which equals 16 

$166,007,000, and extrapolating it out to twelve months.21 This gives 17 

$249,011,000, which is then divided by the Company’s projection for Strategic 18 

Capital for 2018, which is $406,132,000. (Staff left in expenditures for Substation 19 

Risk: Drexel for this calculation.)  This yields the 61.3%.    20 

                                                 
21 The $166,007,000 is shown in Exhibit S-10.4, page 6, column (b), line 21.  
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  Next, Staff assumed that spending in Strategic Capital for January 1, 1 

2019 – April 30, 2020 will be greater than 61.3% of the Company’s forecast for 2 

that time period but not more than 100%. A reasonable “middle ground” amount 3 

of spending would be halfway between 61.3% and 100%, or 80.7%.  This 80.7% 4 

would be the average amount of spending over that time period, and embodies the 5 

possibility that spending will still be slower in the Strategic Capital category but 6 

also that the Company will be able to ramp up spending in that category.  Any 7 

projection calculated by Staff should be greater than or equal to 80.7% of the 8 

Company’s projection to pass the test.  9 

  The Company is projecting to spend $578,718,000 from January 1, 10 

2019 – April 30, 2020.22  Multiplying this amount by 80.7% yields $467,025,000.  11 

By contrast, Staff is recommending the Company recover $482,705,000, or 83.4% 12 

of the Company’s projection, over this same time period.23  Therefore, Staff’s 13 

projection for Strategic Capital is reasonable. 14 

  A more stringent version of the test uses actual spending during the 15 

January 1, 2018 – August 31, 2018 period compared with the Company’s 16 

projection, which is shown in Exhibit S-10.7.  The Company spent $166,007,000 17 

on Strategic Capital during this period but projected $256,054,000.24  The 18 

Company therefore spent 64.8% of its projection, so the “middle ground” in this 19 

version would be 82.4%.  Since Staff is recommending the Company receive 20 

                                                 
22 The addition of $145,779,000, shown on Exhibit A-12, Schedule B5.4, page 1, column (d), line 21, with 
the $432,939,000, shown on Exhibit A-12, Schedule B5.4, page 1, column (f), line 21. 
23 The addition of Staff’s recommended $113,625,000 for the first four months of 2019 with Staff’s 
recommended $369,080,000 for the test year.  
24 The $256,054,000 was calculated by adding up the amounts in line 21, columns (b) – (i) in Exhibit S-
10.7. 
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83.4% of its projection, Staff’s methodology passes this more stringent version of 1 

the test. 2 

January 1, 2018 – April 30, 2020  3 

Q. If the Commission agrees with your recommended distribution capex amounts, 4 

and the Company over-spends, will Staff recommend recovery of the incurred 5 

capital expenditures? 6 

A. Yes, as long as the over-spending is explained according to the requirements 7 

discussed earlier and the expenditures are found to be reasonable and prudent.  8 

Q. Overall, are Staff’s adjustments to January 1, 2018 – April 30, 2020 distribution 9 

capex similar to past Commission adjustments? 10 

A. Yes.  For distribution plant as a whole, Staff is recommending the Company 11 

receive 91.2% of its requested funding during the 16 mos. ending 4/30/2019.25  12 

For comparison, in the Company’s last rate case, the Commission granted the 13 

Company 93.9% of its requested funding during the 10 mos. ending 10/31/2017.26   14 

  For the test year, Staff is recommending the Company receive 92.5% 15 

of its requested funding for the test year.27  For comparison, in Case No. U-18255, 16 

the Commission granted the Company 91.5%28 of its requested funding for the 17 

test year.  18 

                                                 
25 Add together Staff’s $745,702,000 for 2018 and $254,110,000 for the first four months of 2019 to obtain 
$999,812,000.  Divide this number by the Company’s projection for 16 mos. ending 4/30/2019, which is 
$1,095,714,000, to obtain the 91.2%. 
26 Take the $464,498,000 authorized for the 10 months ending 10/31/2017, discussed earlier, and divide it 
by the Company’s projection of $494,802,000, shown in Exhibit S-10.1, page 1, column (c), line 25.  This 
results in 93.9%. 
27 Take Staff’s recommended amount of $768,684,000 and divide it by the Company’s projection of 
$830,578,000 to obtain the 92.5%. 
28 Take the $589,554,000 authorized for the test year, discussed earlier, and divide it by the Company’s 
projection of $644,545,000 to obtain the 91.5%. 
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Reporting Requirements 1 

Q. Is Staff recommending any reporting requirements? 2 

A. Yes.  Staff is recommending the following reports or updates be filed by the 3 

Company by May 31, 2019, and by March 31 every year thereafter: 4 

 1) A timeline that shows when individual circuits or substations will be hardened 5 

or converted to 13.2 kV over the next five years and provide an updated report 6 

every following year. 7 

 2) Disclosure of how much money was spent on hardening, the amount of 8 

vegetation funds spent on hardening, the number of miles trimmed for hardening, 9 

the names of circuits hardened, how many miles of circuits were hardened, how 10 

many miles of arc wire were removed, why more or less arc wire was removed 11 

than planned, changes in procedures (if any), changes in plan for the upcoming 12 

year, the number of poles replaced, the number of poles retired, the number of 13 

cross arms replaced, and how many miles of wire were replaced.  14 

 3) A tabulation of how many miles of arc wire were removed under the following 15 

programs: 4.8 kV Hardening Program, System Resiliency Program, the 4.8 kV 16 

Conversion Program, the Frequent Outage (CEMI) Program, and other planned 17 

capital work. 18 

Q. Does Staff have any other recommendations? 19 

A. Yes.  Staff recommends the Company maintain a minimum of ten years between 20 

the 4.8 kV Hardening Program and any conversion program.  Under this proposal, 21 

substation areas that are not expected to be converted to 13.2 kV within the 22 

following 10 years can be considered for the 4.8 kV Hardening Program, and 23 
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substation areas that are scheduled for conversion within 10 years cannot be 1 

considered for hardening.   2 

Q. Has the Company already agreed to most of these recommendations? 3 

A. Yes, in the Company’s Reply to the MPSC Staff’s Response to DTE Electric’s 4 

Arc Wire Report, filed on August 31, 2018 in Case No. U-18484.29  Staff is also 5 

willing to work collaboratively with DTE Electric to learn where necessary data 6 

currently exists in other filings.   7 

Tree Trimming Surge 8 

Q. What is the Company’s Tree Trimming Surge proposal? 9 

A. The Company’s Tree Trimming Surge is an increase in tree trimming over seven 10 

years to achieve a five-year tree trim cycle and eliminate the backlog of miles yet 11 

to be trimmed as part of the Enhanced Tree Trimming Program.   12 

Q. When would the Surge occur? 13 

A. From 2019 until the end of 2025.   14 

Q. According to the Company, how much will this program cost? 15 

A. $410 million above normal tree trimming costs over the seven years of the surge 16 

program.  However, since the Company plans to place the surge expenses into a 17 

regulatory asset and amortize the costs over 14 years, the actual cost to ratepayers 18 

could be over $600 million due to the return on deferral.30  If the Company 19 

securitizes those costs, the cost to ratepayers could potentially be less, but 20 

                                                 
29 Case No, U-18484, DTE Electric’s Reply to the MPSC Staff’s Response to DTE Electric’s Arc Wire 
Report, pp. 20-22. Accessible at: https://mi-
psc.force.com/sfc/servlet.shepherd/version/download/068t0000002STcUAAW  
30 Exhibit A-22, Schedule L1, pages 5-6, lines 20 and 21, columns (c) – (m). 
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ratepayers would still be burdened with paying for the tree trim surge over 14 1 

years instead of funding it as traditional O&M expenses as costs are incurred. 2 

Q. What is the Net Present Value of the Tree Trim Surge as proposed? 3 

A. $46.1 million.   4 

Q. Does Staff support the Company’s surge proposal? 5 

A. Staff supports some aspects of the Surge but not others.  Staff supports the goal of 6 

achieving a five-year tree trimming cycle for distribution circuits, and Staff also 7 

supports the Company’s current three-year cycle for sub-transmission circuits.  8 

Staff also agrees that there is a backlog of overgrown vegetation that must be 9 

addressed for the Company to achieve a five-year cycle, and that removing this 10 

backlog will require additional funding over a period of time.   11 

  However, Staff believes that amortizing the costs is not in the best 12 

financial interest of ratepayers.  Placing the Surge costs into a regulatory asset and 13 

amortizing them will burden future ratepayers with costs that are more 14 

appropriately O&M expense that should be paid as the costs are incurred.   15 

Q. What is the Net Present Value of the Tree Trim Surge without regulatory asset 16 

treatment? 17 

A. $55.4 million, which can be derived by clearing the contents of “Credit to 18 

Regulatory Asset” in the modeling spreadsheet.31 Therefore, in the long run, 19 

ratepayers would be better off paying the higher O&M costs every year rather 20 

than deferring them.    21 

Q. Are there other reasons to oppose the Surge as proposed? 22 

                                                 
31 This line item is shown in Exhibit A-22, Schedule L1 on page 1, line 6.  
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A. Yes.  Amortizing the costs of the Surge over 14 years means that ratepayers will 1 

be paying for a year of Surge-related tree trimming for 14 years thereafter.  In 2 

fact, a circuit trimmed as part of the Surge may be trimmed two more times with 3 

the new five-year cycle and customers on that circuit will still not have paid off 4 

the Surge-related trimming of the circuit.  In this manner, tree trimming would be 5 

treated similar to a capital expenditure when traditionally tree trimming is an 6 

O&M expense.   7 

Q. What is Staff’s proposal? 8 

A. First, Staff recommends the Commission not approve the regulatory asset for the 9 

Tree Trim Surge, which means disallowing the $7,053,000 revenue requirement 10 

associated with the Surge.32  At the same time, the Commission should increase 11 

Tree Trim Expense during the test year from $95,092,000 to $108,099,000.  This 12 

should provide the Company with a good start on transitioning to a five-year 13 

cycle but also keep the revenue increase affordable.   14 

  Second, for years following the test year, the Company could request 15 

increases in spending on tree trimming until the backlog is eliminated and the 16 

five-year cycle is achieved, then drop the O&M amount to its forecasted amount 17 

in Exhibit A-22, Schedule L1.  This would allow tree trim O&M expense 18 

embedded in rates to increase gradually and make the Surge more affordable in 19 

the short term.  Staff Exhibit S-10.5 shows how Staff’s proposed approach to Tree 20 

Trim O&M with a Surge might work. 21 

Q. Please describe Exhibit S-10.5. 22 

                                                 
32 Shown on Exhibit A-22, Schedule L2, line 12 and Exhibit A-11, Schedule A1, line 9.  
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A. Exhibit S-10.5 shows Staff’s Surge Proposal.  Column (a) shows the time period 1 

that rates would be in effect, assuming a new order is issued by the Commission 2 

every 16 months.  Column (b) shows the authorized annual tree trim expense, and 3 

these amounts were chosen by Staff to create a gradual ramping up of Tree Trim 4 

Expense.  Column (c) is non-surge tree trim expense, and this was taken from 5 

Exhibit A-22, Schedule L1, page 1, line 7, “Total Tree Trimming Program Cost”.  6 

In deciding which Total Tree Trimming Program Cost to use, I chose the annual 7 

amount of the year that was overlapped by a majority of the future hypothetical 8 

test year.  (For example, for a projected test year beginning May 2023, I chose the 9 

2023 expense of $106,000,000 - shown on Exhibit A-22, Schedule L1, page 1, 10 

column (g), line 7 - since the test year of May 2023 – April 2024 would cover 11 

more of calendar year 2023 than 2024.33  As another example, for a projected test 12 

year beginning September 2024, I chose the 2025 expense of $112,500,000 - 13 

shown on Exhibit A-22, Schedule L1, page 1, column (i), line 7 - since the test 14 

year of September 2024 – August 2025 would cover more of calendar year 2025 15 

than 2024.)  Column (d) of Staff Exhibit S-10.5 is the annual surge expense, 16 

which is the difference between the authorized annual tree trim expense in column 17 

(b) and the non-surge tree trim expense in column (c).  Columns (e) and (f) 18 

convert the annual tree trim expenses and annual surge expenses to the actual 19 

revenue amounts that will be recovered over the 16-month time periods.  This was 20 

accomplished by dividing each expense by 12 months and then multiplying the 21 

                                                 
33 Here I am assuming that new rates will go into effect at around the start of the test year, as is the case in 
the instant proceeding. 

4130



DIRECT TESTIMONY OF NICHOLAS M. EVANS 
CASE NUMBER U-20162 

PART II 
 

37 

quotient by 16 months.  The total actual Surge revenue is provided at the bottom 1 

of column (f), and the $410 million matches the Company’s estimate of the Surge 2 

cost.  This shows that Staff’s proposal could provide the Company with the 3 

revenue the Surge requires.   4 

Q. Do you have any other comments regarding Staff’s proposal?   5 

A. Yes.  The proposed O&M expenses should be justified and shown to be 6 

reasonable and prudent in any rate cases that are filed in the 2019 – late 2020s 7 

time period.  As part of this justification, the Company’s should show that the 8 

most recent, Commission-approved tree trim O&M amount is providing benefits 9 

to both customers and the Company.  Progress toward shortening the trim cycle 10 

and improving reliability should be documented and provided in each rate case.   11 

  Staff’s example in Exhibit S-10.5 should not be taken as pre-approval 12 

of future tree trim O&M amounts.  Staff anticipates that the Company’s proposed 13 

expenses will be different from Staff’s, as the Company will be able to 14 

incorporate workforce constraints, field conditions, and other pertinent factors 15 

into its forecasts. 16 

Q. Earlier you stated the Commission should increase Tree Trim Expense during the 17 

test year from $95,092,000 to $108,099,000.  How did you calculate the 18 

$13,007,000 increase? 19 

A. Using a discovery response from the Company that shows actual spending on tree 20 

trimming in prior years (see Staff Exhibit S-10.6), I calculated the percentage 21 

increase in spending since 2015.  From 2015 to 2016, spending increased by 22 

14.7%, and from 2016 to 2017, spending increased by 13.6%.  The average 23 
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annual increase was therefore 14.15%.  I doubled this amount and then applied it 1 

to actual spending in 2017, which was $84,255,000.  This yields $108,099,000, 2 

which is what Staff is recommending the Company recover for Tree Trim 3 

Expense in the test year.   4 

Other 2018 - 2020 projected O&M expenses - distribution 5 

Q. Staff is recommending an upward adjustment to tree-trimming expenses.  Is Staff 6 

recommending any other adjustments to 2019 and 2020 projected distribution 7 

O&M expenses? 8 

 A. No.   9 

Q. Does this conclude your direct testimony? 10 

A. Yes.  11 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Exhibit S-10?  (No response.)

 3 Hearing none, that exhibit is admitted.

 4 MR. SINGH:  Thank you, your Honor.  Next

 5 Staff moves to bind in the Qualifications and Direct

 6 Testimony of Cody Matthews, which consists of a cover

 7 page and 21 pages of questions and answers.  Mr. Matthews

 8 sponsored Exhibit S-12.0, Exhibit S-12.1, Exhibit S-12.2,

 9 Exhibit S-12.3, which consisted of 13 pages, and Exhibit

10 S-12.4.

11 Additionally, by stipulation from the

12 Company, we also move -- Mr. Matthews also moves -- or

13 we -- as part of Mr. Matthews' presentation, Staff moves

14 for the admission of Exhibit S-21, which is a two-page

15 audit response from the Company.

16 (Document distributed and marked for identification

17 by the Court Reporter as Exhibit No. S-21.)

18 JUDGE WALLACE:  Is there any objection to

19 binding in the testimony of Mr. Matthews?  (No response.)

20 Hearing none, Mr. Matthews' testimony is

21 bound into the record.

22 (Testimony bound in.)

23 -  -  - 

24

25
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Q. Please state your full name and business address for the record. 1 

A. My name is Cody S. Matthews. My business address is 7109 W. Saginaw Hwy., 2 

Lansing, MI 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (MPSC or 5 

Commission) as a Public Utilities Engineer in the Smart Grid Section of the 6 

Energy Operations division.  In this position I perform technical analyses and 7 

evaluate the prudency and reasonableness of regulated utility companies’ 8 

investments and operating expenses.  9 

Q. Would you please outline your educational background?  10 

A. I earned a Bachelor of Science degree in Engineering from Michigan State 11 

University in 2014. 12 

Q. Would you please outline your professional background? 13 

A. In 2014 I began working for the MPSC in the Smart Grid Section.  I review 14 

sections of utility rate case filings that pertain to smart grid, advanced metering 15 

infrastructure (AMI), demand response (DR), information technology (IT), and 16 

cyber-security. 17 

Q. Have you received any work-related training since starting your employment with 18 

the MPSC? 19 

A. Yes.  I have attended several programs hosted by the Institute of Public Utilities at 20 

Michigan State University including Introduction to Public Utility Regulation, the 21 

full two-week fundamental course, and the Advanced Regulatory Studies 22 

Program, as well as the Michigan Forum on Economic Regulatory Policy. 23 
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 Additionally, I have participated in numerous conferences and tabletop exercises 1 

centering on smart grid, and cyber-security issues. 2 

Q. Have you previously testified before the Commission? 3 

A. Yes, I have testified in the following cases: 4 

 - No. U-17767, DTE Electric Company’s general electric rate case. 5 

 - No. U-17999, DTE Gas Company’s gas rate case. 6 

 - No. U-18014, DTE Electric Company’s general electric rate case. 7 

 - No. U-18255, DTE Electric Company’s general electric rate case. 8 

 - No. U-18370, Indiana Michigan Power Company’s general electric rate case. 9 

 - No. U-18999, DTE Gas Company’s gas rate case. 10 

 - No. U-20137, Indiana Michigan Power Company’s opt-out tariff case. 11 

 - No. U-20165, Consumers Energy Integrated Resource Plan 12 

 I have also assisted in testimony and analysis with the following case: 13 

 - No. U-17735, Consumers Energy Company’s General electric rate case. 14 

 15 
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Q. What is the purpose of your testimony in this proceeding? 1 

A. The purpose of my testimony is to present the Michigan Public Service 2 

Commission Staff’s (Staff) recommendation regarding DTE Gas Company’s 3 

(DTE or the Company) request for recovery of advanced metering infrastructure 4 

(AMI), demand response (DR), shadow billing, summer on-peak rates, 5 

information technology (IT), meter reading, and contingency. 6 

Q. Are you supporting any exhibits in this proceeding? 7 

A. Yes, I am sponsoring the following exhibits: 8 

 Exhibit S-12.0 Staff Adjustments to AMI Capital Expenditures 9 

 Exhibit S-12.1 Staff Adjustments to Demand Side Management Capital 10 

Expenditures  11 

 Exhibit S-12.2 Staff Adjustments to Information Technology Capital 12 

Expenditures 13 

 Exhibit S-12.3 DTE Audit Responses 14 

 Exhibit S-12.4 Contingency 15 

Q. Where these exhibits prepared by you or under your supervision? 16 

A. Yes.   17 

 Advanced Metering Infrastructure 18 

Q. Does Staff have any adjustments to the Company’s proposed expenditures for the 19 

AMI program?  20 

A. Yes, Staff is recommending a disallowance of $9,600,000 in test year 21 

expenditures for the Company’s 3G to 4G communication upgrade program 22 

shown in Staff Exhibit S-12.0. 23 
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Q. Please explain why Staff is making this recommendation.  1 

A. In the instant case the Company states that it has approximately 3300 cellular 3G 2 

cell relays integrated within its AMI system1 that need to be replaced to maintain 3 

the viability of the Company’s mesh network.  As shown in Staff Exhibit S-12.3, 4 

page 1, the Company installed 3,000 3G cell relays in its territory to support its 5 

AMI mesh network. In the instant case the Company is requesting additional cell 6 

relays to strengthen its mesh network and improve its read rates.2 Staff’s 7 

recommendation is to disallow all costs associated with the additional relays over 8 

the 3,000 the Company initially installed as the Company’s meter read rate 9 

through 2017 was 98.51%. 3 10 

Q. Why does staff believe that the Company does not need to improve its meter read 11 

rate beyond the 98.51% it reported in its most recent smart grid metrics? 12 

A. While Staff understands that generally a higher read rate is better for customers, 13 

in this case the Company is well above the Commissions Service Quality and 14 

Reliability Standard of 85%4 and the incremental costs required to increase the 15 

read rate beyond the 98.51% the Company is already achieving are unnecessary at 16 

this time. Due to the diminishing returns that can be achieved with increasing its 17 

read rates further, the costs that will be required to further increase the read rates 18 

                                                 
1 Company witness Moccia direct testimony. p 15. 
2 Staff Exhibit S-12.3. p 2. 
3 DTE Smart Grid Annual Report - https://mi-
psc.force.com/sfc/servlet.shepherd/version/download/068t0000001fQidAAE 
4 Service Quality and Reliability Standards - 
http://dmbinternet.state.mi.us/DMB/ORRDocs/AdminCode/826_10792_AdminCode.pdf 
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are likely above and beyond the benefits that will be achieved and were not 1 

supported in the Company’s direct case.  2 

Q. Is your recommendation regarding disallowing costs associated with the 3 

incremental 4G cell relays reflected in any Staff exhibits, or testimony other than 4 

your own? 5 

A. No. Staff witness Evans’ adjustments to distribution capital spending includes the 6 

Company’s 3G to 4G communication upgrade program, and to avoid double 7 

counting disallowances associated with this line item, Staff witness Evans 8 

adjustments are represented in Staff exhibit S-1 Schedule A-1.  9 

Q. Does Staff have any further recommendations? 10 

A. Yes, in the event that in the instant case the Commission not accept Saff witness 11 

Evans adjustments to this line item, Staff urges the Commission to accept Staff 12 

witness Matthews recommended adjustment as an alternative.  13 

Q. Does Staff have any other concerns or recommendations?  14 

A. Yes, in case No. U-18203 the Commission ordered Staff to investigate the 15 

question of whether there is improper radio transmission by opt-out AMI meters 16 

in DTE’s upcoming rate case, or, if necessary, a separate proceeding.5 In the 17 

instant case, Staff performed its investigation and found some AMI opt-out 18 

customers still have functioning radios after the Company had allegedly disabled 19 

radio transmitters. In response to a Staff audit question, the Company stated that 20 

as of August 10th there were 267 customers with opt-out meters that were still 21 

                                                 
5 MPSC Case No. U-18203, 6/28/2018 Order, pp 5-6 
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communicating6, and the Company has provided credits to those 246 customers 1 

identified as of August 10th.7 Because the Company has discovered that it has opt-2 

out customers with radios that continue to transmit after the Company has 3 

performed its procedure to disable the radios, and in order to ensure that this does 4 

not continue into the future, Staff recommends that the Company replace the 5 

meters of all electric customers currently electing service under the Company’s 6 

Non-Transmitting Meter Provision (DTE Electric tariff C5.7) with digital meters 7 

that are not capable of transmitting any signals. DTE Electric should complete the 8 

replacement by December 2019, provided that opt-out customers grant the 9 

Company access to facilitate the replacement. Before replacing an electric opt-out 10 

customer’s meter, DTE Electric should test the existing meter to determine if the 11 

radio is enabled and/or broadcasting. If the on-site tests indicate that either of the 12 

radios in the opt out customer’s meter is still sending a signal, all monthly opt-out 13 

fees paid to date by the customer should be refunded including interest per the 14 

billing rules.  Such refunds shall also be provided in previously discovered 15 

situations where opt-out customer meters were still sending a signal. Additionally, 16 

Staff further recommends that the Company engage in a thorough communication 17 

effort with all opt-out customers who will be receiving digital non-transmitting 18 

meters to replace their AMI meter.  The communication plan should outline to the 19 

customers an explanation of the remedy, the refund provisions, and the scheduling 20 

of the replacement meters. 21 

                                                 
6 Staff Exhibit S-12.3. p 3. 
7 Staff Exhibit S-12.3. p 4. 
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Q. Is the issue of improper radio transmission by opt-out AMI meters being 1 

concurrently investigated in any other cases? 2 

A. Yes, the issue is being discussed in DTE’s show cause case number U-20084.    3 

 Demand Response  4 

Q. In general, what is Staffs outlook on the Company’s demand response (DR) 5 

programs? 6 

A. Staff is supportive of the Company’s DR efforts. The proposed programs can 7 

have a multitude of benefits to both ratepayers and the Company. However, Staffs 8 

opinion is that a cautious approach to demand response should be taken to ensure 9 

that the benefits of the proposed programs are realized before existing programs 10 

are expanded. 11 

Q. Does Staff have any recommendation concerning the Company’s request in this 12 

case?  13 

A. Yes, Staff is recommending a disallowance of $9.6 million from the Company’s 14 

proposed Programable Controllable Thermostat (PCT) program for the test year 15 

shown in Staff Exhibit S-12.1.   16 

Q. Please describe Staffs recommendation concerning the PCT program. 17 

A. The Company is requesting $6.2 million in the 16 months ending 4/30/2019 and 18 

$3.4 million in the test year to purchase an additional 17,000 thermostats to enroll 19 

customers onto the PCT program.   In case number U-18014, the Commission 20 

agreed with Staff’s recommendation to limit the Company to 10,000 PCTs until 21 

the Company has demonstrated that the existing PCTs are being used and stated, 22 

“[i]f DTE Electric demonstrates that its DR programs are successful in the initial 23 
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phases, additional DR expenditures will be recoverable in a subsequent rate 1 

case”.8    In the instant case the Company states that it has enrolled 2,000 2 

customers on the PCTs since the launch of the program and expects to have 3 

10,000 units by the summer of 2019.9 Staff does not believe that the Company has 4 

demonstrated to the Commission that it has been successful in its initial stages.  In 5 

the Company’s previous rate cases, U-18014, the Company’s plan was to enroll 6 

10,000 customers per year over the subsequent five years resulting in 50,000 7 

customers enrolled. Following that case, in Case No. U-18255, Company witness 8 

Dimitry stated that the Company expects to enroll up to 10,000 customers by the 9 

end of 2017 and requested to purchase an additional 25,000 PCTs to continue to 10 

grow the program. While in the instant case Company witness Dimitry states that 11 

the Company has only enrolled 2,000 customers and is forecasting to have the 12 

initial 10,000 enrolled by year end 2018. Through discovery Staff found that the 13 

Company has increased its enrollment in the PCT program to approximately 14 

3,000 as of September 30th, 201810. According to the same discovery response the 15 

Company expects to reach 4,500 enrollees by the end of the calendar year, which 16 

is well short of the expectations in the Company’s previous rate cases. Based on 17 

the fact that the Company has failed to effectively complete its own enrollment 18 

goal in each of its previous rate cases, and that it has pushed its forecast of 19 

enrollment to later years in each case following its initial approval, Staff lacks 20 

confidence in DTE’s commitment to the PCT program and recommends that 21 

                                                 
8 DTE Electric Company Rate Case MPSC Case No. U-18014, 1/31/2017 Order, p. 25. 
9 Company witness Dimitry direct testimony. p 12. 
10 Staff Exhibit S-12.3, p 5. 
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before the Commission approves any additional PCTs, the Company needs to 1 

show a commitment to enroll enough customers to utilize the 10,000 PCTs 2 

approved in the Company’s previous rate case. The Company’s history of seeking 3 

recovery for PCTs and lackluster program enrollment suggests the Company’s 4 

priority should be in marketing and outreach for its DR program. This is 5 

exemplified in the Company’s DR portfolio investment decision with a proposed 6 

$15M for capital11 compared to a mere $375k in O&M for “Demonstrating and 7 

Selling Expenses.”12  8 

Q.  Please summarize the DR framework approved by September 15, 2017 order in 9 

Case No. U-18369.  10 

A.  The framework established a three-phase approach for evaluation and cost 11 

recovery of DR.  The first phase is to set short-term DR program plans in the 12 

Company’s integrated resource plan (IRP), or through a general rate case until the 13 

Company’s first IRP is approved (such as the instant case). Going forward, the 14 

high-level DR plan approval and associated capital costs would be sought in an 15 

IRP case. Second, once a DR program plan is approved, capital costs for the 16 

approved plan would be placed into rates during a general rate case. O&M costs 17 

would be approved and placed into rates through the rate case process as they are 18 

today. In the third phase the Company files an annual reconciliation case to 19 

reconcile the capital and O&M amounts that have been placed into rates 20 

compared to the actual spending that occurred. 21 

                                                 
11 Company witness Dimitry Direct Testimony, p 5. 
12 Company Exhibit A-13, Schedule C-5.8, line 9, column k. 
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Q.  Please summarize how the reconciliation portion of the DR framework applies to 1 

the Company in this instant case. 2 

A.  Any demand response projected costs that have been approved in a rate case will 3 

be placed into rates. The actual expenditures will be reconciled in an annual 4 

reconciliation case. As reconciliation cases continue to occur annually, under-5 

spent amounts would be returned to the ratepayers, while prudently spent over-6 

expenditures would be recoverable. The under-spent or over-spent amounts would 7 

flow into the next rate case following an order in a reconciliation case. 8 

Specifically, projected costs that are not spent will be tracked and returned to 9 

ratepayers through the reconciliation process. Likewise, any actual costs 10 

exceeding the projected costs that are found to have been prudently spent will be 11 

tracked and recovered in accordance with the reconciliation process. The final 12 

prudency review on project spending would occur in the reconciliation case. 13 

Q. Despite Staff’s recommended disallowance, is it possible for the Company to 14 

recover costs for its DR portfolio in the future? 15 

A. Yes. While Staff recommends a disallowance of additional capital for the 16 

Company’s PCT program due to it having failed to match expectations, if actual, 17 

prudent expenditures exceed those approved in the instant case, then the Company 18 

can be made whole in the reconciliation process. For example, if the Company 19 

decides to more heavily market the PCT program, causing test-year O&M 20 

expenditures to increase, and the corresponding enrollment in the program 21 

increases, causing increased capital spending for the program, then the Company 22 

could still recover the full amount of its spending in future reconciliations. The 23 
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DR framework recognizes that DR programs are dependent on both the 1 

Company’s actions (e.g. capital spending, program design, outreach activities) 2 

and the customer’s willingness to participate in the program (e.g. enrollment, 3 

amount of load shifting). The reconciliation process ensures that Company can 4 

recover costs, and customers only pay for successful DR programs. Staff 5 

continues to recommend a disallowance for additional PCTs with the 6 

understanding that if the Company can succeed in enrolling more customers, then 7 

future costs for PCT may be recoverable.  8 

Q.  Does Staff support performance goals for specific DR programs to be included in 9 

future IRP cases?  10 

A.  Yes. Staff recommends that performance goals for DR be included as an essential 11 

element of a DR plan. Performance goals may include goals such as expected 12 

MW of demand reduction from each DR program, capital and O&M costs to 13 

implement and maintain each DR program, and the number of installations or 14 

participants if applicable, to each DR program. As companies learn more about 15 

DR programs, the goals may need to be reviewed and adjusted on an on-going 16 

basis through the reconciliation process.  17 

Q.  Is Staff recommending specific performance goals for DR programs in this case?  18 

A.  Staff is recommending that the Company’s performance goals for the test year be 19 

based upon the Company’s own expected spending, less the aforementioned 20 

capital disallowance for PCTs, and peak MW reduction as found in Staff Exhibit 21 

S-12.3, page 6. Although actual performance may differ from the original 22 

expectation, it is helpful to establish program expectations up front to help 23 
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determine how a program might fit into a company’s overall resource mix and 1 

understand the expected versus actual value of a program. 2 

 Shadow Billing 3 

Q. What is shadow billing and explain Staff’s recommendation for this feature? 4 

A. Shadow billing is a billing practice that calculates a customer’s bill using their 5 

actual, historic billing determinants as if the customer were on a different rate, 6 

such as a time-of-use rate. For easy comparison the results of the shadow bill 7 

(hypothetical bill on a different rate) may be printed on the customer’s actual 8 

monthly bill, included in an online billing tool, or through the Company’s popular 9 

DTE Insight application. Staff recommends that the Company explore shadow 10 

billing capabilities for inclusion in its next rate case.  11 

Q. Has the Commission addressed shadow billing or a trial period for demand 12 

response in a previous case? 13 

A. Yes, the Commission was supportive of Staff’s recommendation in its March 29, 14 

2018 order in Case No. U-18322 (pp 76-78) for both shadow billing and a trial 15 

period. In that case, the Commission was supportive of a continued investigation 16 

into implementing shadow billing and/or a trial period to increase customer 17 

understanding and evaluation of demand response rates.13 18 

 Summer On-Peak Rates 19 

Q. Does Staff have any recommendations concerning the Company’s request to 20 

include costs to implement summer on-peak rates in a regulatory asset?  21 

                                                 
13 March 29, 2018 Commission order in Case No. U-18322, pp 77-78. 
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A. Yes, Staff supports the Company’s request to implement its summer on-peak rates 1 

as discussed in Staff witness Revere’s testimony and include those costs in a 2 

regulatory asset to be reviewed prior to its inclusion in rates as discussed by Staff 3 

witness Gerken. Staff also notes that no marketing or educational costs for the 4 

purpose of altering usage should be included in the regulatory asset for this 5 

program.  6 

Q. Please explain why marketing and educational costs for the purpose of altering 7 

usage should not be included in this program. 8 

A. The intention of the summer on-peak Rate is not to illicit a response from 9 

customers, as a Demand Response program is intended to do. Rather, the summer 10 

on-peak Rate is intended to better reflect the costs that residential customers cause 11 

on the system in the summer months. Residential customers will see a change to 12 

their rate. However, customers in DTE’s service territory have been seeing a 13 

change to the rate they pay each year for the last three years, as the Company has 14 

been filing for annual rate cases. The Company does not hold customer panels and 15 

focus groups every time a new rate order is issued, and Staff does not believe this 16 

case should be different. The Summer On-Peak Rate is intended simply to align 17 

more closely with the cost of service to residential customers. 18 

 Information Technology (IT) 19 

Q. What recommendation does Staff have concerning the Company’s request to 20 

recover its IT expenditures?  21 
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A. Staff is recommending the Commission disallow $3.889 million in the bridge year 1 

and $9.730 million from the test period from exhibits A-12 B5.7.1, B5.7.2, 2 

B5.7.3, and B5.7.5 as shown in Staff Exhibit S-12.2.  3 

Q. Please describe which programs specifically Staff is recommending full or partial 4 

disallowance of. 5 

A. Staff is recommending a disallowance for the following programs: 6 

 Exhibit A-12 B5.7.1  7 

  ConnectUs Phase 4  8 

 Exhibit A-12 B5.7.2  9 

  IT Business Planning and Development Sustainment  10 

  Customer Digital Channels (MSA) Sustainment  11 

 Exhibit A-12 B5.7.3 12 

  Work Management Sustainment (Maximo/ESri/Service Suit) 13 

  Fuel Supply Sustainment 14 

  GenOps Business Sustain 15 

  IT FosGen Business Sustain 16 

  Fermi – Nuclear Gen Sustain 17 

 Exhibit A-12 B5.7.5 18 

  2018 Emergent 19 

  coDE Sustainment 20 

Q. Please explain Staff’s recommendation for the ConnectUs Phase 4 project. 21 

A. Staff is recommending the complete disallowance of this program due to it being 22 

unnecessary. In its exhibit the Company states that this project’s objective is to 23 
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enhance collaboration.14 When asked about how it will enhance collaboration the 1 

Company stated that this platform will improve internal employee communications 2 

and efficiently elicit answers to questions through colleague responses, further stating 3 

that the spontaneity and real-time nature of such communications enables employees 4 

to stay up to date on emergent projects and company priorities.15 While Staff 5 

understands that collaboration is important in the work place, it also recognizes that 6 

the described enhanced collaboration that this project is attempting to achieve can 7 

also be achieved using the Company’s email system. Email allows the employees of 8 

the Company to both ask and answer questions collaboratively throughout its 9 

organization in a real time manner. The Company has not demonstrated that the 10 

benefits of this program are substantial enough compared to an email system to 11 

justify the necessity of this internal social media platform. For this reason, Staff 12 

recommends the Commission disallow this program based on its lack of benefits 13 

compared to an email system.   14 

Q. Please explain Staff’s recommendation for the IT Business Planning and 15 

Development Sustainment, 2018 Emergent, and coDE Sustainment projects.  16 

A. As shown in Staff Exhibit S-12.3, page 8, and the Company’s description of these 17 

projects,16 this group of projects are for emergent needs. While, Staff understands 18 

that not all expenses in a given category can easily be projected, due to the nature 19 

of a future looking test period and the guaranteed recovery of these projections 20 

once approved, it is inappropriate for the Company to recover these costs in rates 21 

                                                 
14 Company Exhibit A-12, Schedule B5.7.1, line 6 
15 Staff Exhibit S-12.3. p 7. 
16 Company exhibit A-12, Schedule B5.7.5 lines 4 and 5 
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given the uncertainty of these projects. While labeled as emergent needs, these 1 

projects are more akin to contingency in that there is no certainty in the work to 2 

be done, which results in no certainty in the costs that the Company will incur. 3 

For this reason, Staff is recommending the complete disallowance of the IT 4 

Business Planning and Development project, and for the 2018 Emergent and 5 

coDE Sustainment projects Staff is recommending the recovery of only the costs 6 

spent to date ($527,651 for the 2018 Emergent and $297,428 CoDE Sustainment 7 

CSM-8.1), which results in a disallowance of roughly $3.437 million test period 8 

and $2.733 million in the bridge period.  9 

Q. Please explain Staff’s recommendation for the Customer Digital Channels (MSA) 10 

Sustainment project. 11 

A. Staff is recommending the Customer Digital Channels (MSA) Sustainment 12 

project be completely disallowed considering the project is forecasted simply 13 

based on historical needs rather than any actual planned work.17 Staff’s opinion is 14 

that since the IT and technology sectors are changing so rapidly, it is 15 

inappropriate to base a group of projects on simply what has been historically 16 

spent. If the Company is simply unable to provide any actual planned work in this 17 

area, it is more appropriate for the Company to request recovery of expenses after 18 

they have been incurred in a subsequent rate case.  19 

                                                 
17 Staff Exhibit S-12.3. p 9. 
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Q. Please explain Staff’s recommendation for the Work Management Sustainment 1 

(Maximo/ESri/Service Suit), Fuel Supply Sustainment, GenOps Business Sustain, 2 

IT FosGen Business Sustain, and Fermi – Nuclear Gen Sustain projects. 3 

A. Staff recommends a partial disallowance for each of these programs based on the 4 

actual needs shown in Staff Exhibit S-12.2. When asked for a more detailed 5 

breakdowns of the costs and proposed work included in these projects, the 6 

Company provided responses including the total expected costs for the included 7 

projects that were far below what was requested in this case. For this reason, Staff 8 

is recommending the Commission limit the recovery of these programs to the 9 

amounts that DTE has shown in Exhibit S-12.3, pages 10-12, and disallow the 10 

costs above what the Company has provided explanations for in these audit 11 

responses.  12 

Q. Does Staff have any other recommendation concerning the Company’s proposed 13 

IT expenditures?  14 

A. Yes.  As Staff addressed in its testimony in Case No. U-18424, Consumers 15 

Energy Company’s gas rate case, (and the Commission included in the subsequent 16 

settlement agreement), Staff recommends the Commission require the following 17 

to accompany the Company’s initial filing: 18 

 -Future IT project-level detail should include a breakdown of both the O&M and 19 

capital costs.  O&M costs should be broken down into two or three sub-20 

categories. 21 

 -For each project the Company should submit a project approval document after 22 

the project preliminary analysis phase that includes: 23 

4151



DIRECT TESTIMONY OF CODY MATTHEWS 
CASE NUMBER U-20162 

PART II 
 

18 
 

 1. A brief synopsis describing the project 1 

 2. The project approval date 2 

 3. The incurred expenditures to date (Operations and Maintenance Cost (O&M) 3 

 4. The total project estimated O&M and capital cost through project 4 

implementation 5 

 5. Any necessary approvals by the Company’s management with appropriate 6 

expenditure approval authorization (per documented company policy) 7 

 6. Any approved change management documentation if the total project estimate 8 

grows by greater than 10% or $50,000 (whichever is greater).  For IT projects 9 

over $100,000, the Company will include as an exhibit.  The Company will 10 

include as an exhibit a copy of the written, PowerPoint, or other media 11 

presentation that the Company’s technical staff used to present the project 12 

justification and alternatives considered by Company senior management 13 

 -Analysis that shows the Company considered cloud computing alternatives in IT 14 

project expense requests over $100,000 excluding cyber security or transmission 15 

control IT projects. Because the above criteria is submitted does not mean that 16 

cloud-based solutions will automatically be approved by the Commission. Staff is 17 

also recommending that in future cases the Company include in its testimony 18 

breakdown of any IT programs that were approved in its previous rate case that 19 

were not completed or were 20% above or below the approved project amount 20 

with an explanation of why the project was not completed, or why it was off 21 

budget. Staff would expect this breakdown to include the approved project cost as 22 

well as what was spent on the project in this breakdown. Due to the ever-23 
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increasing number of IT projects the Company presents in a given rate case, it 1 

would be beneficial to all intervenors and the Commission to provide assurance 2 

that the programs that were approved are being completed within budget, and this 3 

information would provide that assurance. 4 

 Meter Reading 5 

Q. What is the Company projecting for meter reading costs in the test year? 6 

A. The Company is projecting $3.630 million in O&M costs for the test year. 7 

Q. Please describe how the Company arrived at its $3.630 million projection. 8 

A. The Company arrived at the test year projection of $3.630 million by taking its 9 

2017 actual meter reading expense of $3.391 million and adding Staffs inflation 10 

supported by Staff witness Welke.  11 

Q. Does Staff have any concerns about the Company’s methodology for projecting 12 

its test year meter reading expense? 13 

A. Yes. it is inappropriate to use 2017 as a base year and inflate it to make the 14 

projection from as the Company has continued to install and reduce the amount of 15 

manual meter reading it must perform. With the installation of AMI meters since 16 

2017, the number of meter reading employees the Company had in the 2017 17 

historical period was 58, while the number projected in the test period is 24,  as 18 

shown in Staff Exhibit S-12.3, page 13. 19 

Q. Does Staff have any recommendations concerning the Company’s projection? 20 

A. Yes, Staff is recommending a meter reading expense of $1.483 million in the test 21 

year. 22 

Q. Please describe how Staff developed this number. 23 
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A. Staff developed this number by taking the Company’s cost per meter reader in 1 

2017 and applying that cost to the number of meter readers the Company will 2 

have in the test year, then adding Staff’s inflation.  This expense is more 3 

representative of the costs the Company will incur to read its existing non-AMI 4 

meters, as meter reading is highly proportionate to the number of meters needed 5 

to be read and the number of meter readers employed. 6 

 Contingency  7 

Q, What contingency did the Company include in this filing? 8 

A. The Company included contingency for other production plant, and corporate 9 

staff, Shown in Staff Exhibit S-12.4.  10 

Q. What recommendation is Staff making regarding the contingency expenditures? 11 

A. Staff witness Matthews recommends a disallowance of the contingency 12 

expenditures for corporate staff ($1.965 million bridge period and $2.505 million 13 

test period), and Staff witness DeCooman has recommendations concerning the 14 

other production plant contingency.  15 

Q. Why is Staff recommending a disallowance of contingency expenditures? 16 

A. Staff is recommending contingency expenditures be disallowed from recovery 17 

through rates due to the uncertainty that those costs will be incurred.  Contingency 18 

expenditures are just that, contingent upon the unpredictable.  While Staff 19 

recognizes these expenditures may be important to the Company for the use of 20 

internal budgeting, it is inappropriate to include them in rates at this time.  If the 21 

Company does incur these costs it may earn a return on them once the Company 22 

has proven their reasonableness and prudence.  However, at this time, given the 23 
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uncertainty, Staff does not find these expenditures to be reasonable and prudent.  1 

The Commission has previously approved Staff’s recommendation for 2 

disallowance of contingency costs in the DTE Gas Company’s last rate case, Case 3 

No. U-17999, and in the DTE Electric Company’s previous rate cases, Case Nos. 4 

U-17767, U-18014, and U-16489, as well as in numerous other utility companies’ 5 

general rate cases before the MPSC.  (In re DTE Gas Company’s 2015-2016 Rate 6 

Case, MPSC Case No. U-17999, 12/9/2016 Order, pp 4-6; In re DTE Electric 7 

Company’s 2016-2017 Rate Case, MPSC Case No. U-18014, 12/31/2017 Order, 8 

pp 13, 42.  In re DTE Electric Company’s 2015-2016 Rate Case, MPSC Case No. 9 

17767, 12/11/2015, pp 19, 23;  In re the Detroit Edison Company 2011-2012 Rate 10 

Case, MPSC Case No. U-16489, 10/20/2011 Order, pp 36-37. ) 11 

Q. Does this conclude your testimony? 12 

A. Yes.13 

4155



4156

 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Exhibits S-12 and Exhibit S-21?  (No

 3 response.)

 4 Hearing none, those exhibits are

 5 admitted.

 6 MR. SINGH:  Thank you, your Honor.  Staff

 7 moves to bind in the Qualifications and Direct Testimony

 8 of Ryan Laruwe, which consists of a cover page and seven

 9 pages of questions and answers.  And Mr. Laruwe sponsored

10 no exhibits in this proceeding.

11 JUDGE WALLACE:  Is there any objection to

12 binding in the testimony of Mr. Laruwe?  (No response.)

13 Hearing none, the testimony is bound into

14 the record.

15 (Testimony bound in.)

16 -  -  - 

17
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Q. Please state your full name and business address for the record. 1 

A. My name is Ryan Laruwe, and my business address is the Michigan Public 2 

Service Commission’s (Commission) at 7109 West Saginaw Highway, Lansing, 3 

Michigan 48917.    4 

Q. By whom are you employed and in what capacity? 5 

A.  I am employed by the Michigan Public Service Commission as a Public Utilities 6 

Engineering Specialist in the Energy Operations Division.   7 

Q. Would you please outline your educational background? 8 

A. I graduated from Michigan State University with a Bachelor of Science in Civil 9 

Engineering.  I also have formal utility regulation training from the National 10 

Association of Regulatory Utility Commissioners (NARUC) Annual Regulatory 11 

Studies Program (August 2011, 2012), the Advanced Regulatory Studies Program 12 

(October 2011, 2012), and Introduction to Public Utility Regulation and 13 

Ratemaking (May 2012).  14 

Q.  Would you please outline your professional experience?  15 

 In May 2008, I began working at the Michigan Department of Transportation 16 

(MDOT) as an Engineering Intern in the Bridge Operations Division.  As an 17 

intern, I performed many job functions including pavement analysis, structural 18 

analysis, traffic safety, construction oversight, and project management.  After 19 

graduating from Michigan State University, I was hired as a Public Utilities 20 

Engineer in the Smart Grid Section at Michigan Public Service Commission, 21 

where I oversaw the deployment of Advanced Metering Infrastructure and other 22 

“smart grid” technologies in Michigan.  In August 2012, I accepted a position in 23 
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the Electric Operations Section overseeing system reliability in Michigan and 1 

serving as an expert witness in utility rate cases on distribution system 2 

investments.  In April 2017, I accepted my current position as a Public Utilities 3 

Engineering Specialist in the Energy Operations Division.  In this role I serve as 4 

the technical advisor to the Division Director while continuing to provide expert 5 

testimony in gas and electric rate cases.  6 

Q. Do you serve on any industry recognized Committees or Working Groups?  7 

A. Yes.  I currently serve on the following Committees and Working Groups; 8 

 Chair- NARUC Staff Subcommittee on Electric Reliability  9 

 Michigan Infrastructure Asset Management Pilot Advisory Committee 10 

 NERC - Operating Committee  11 

 NESC – Subcommittee 5, Strength and Loading 12 

 IEEE Distribution Reliability Working Group  13 

 Staff Lead – Five-Year Distribution Investment and Maintenance Planning 14 

Q.  Have you previously presented testimony before the Commission?  15 

A.   Yes, I have filed testimony in the following MPSC cases: 16 

 17 

 18 

 19 

 20 

 21 

 22 
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 1 Case Number Company Subject/Type 

U-17087 Consumers Energy Company Electric Distribution Expenses 

U-17643 Consumers Energy Company Investment Recovery Mechanism 

U-17735 Consumers Energy Company Investment Recovery Mechanism 

Demand Response Programs 

Electric Distribution Expenses 

U-17882 Consumers Energy Company Investment Recovery Mechanism 

U-17990 Consumers Energy Company Investment Recovery Mechanism 

Electric Distribution Expenses 

U-18124 Consumers Energy Company Investment Recovery Mechanism 

U-18322 Consumers Energy Company Electric Distribution Investments 

U-18370 Indiana Michigan Power Storm Restoration/Tree Trimming 

U-20134 Consumer Energy Company Investment Recovery Mechanism 
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Q. What is the purpose of your testimony in this case? 1 

A. I provide testimony regarding the Staff’s recommendation to the Commission 2 

regarding the approval of DTE Electric’s proposed Investment Recovery 3 

Mechanism (IRM).   4 

Q. Will you be supporting any exhibits with your testimony? 5 

A. No.  6 

Q. Please provide an overview of the Company’s proposed IRM as outlined in the 7 

testimony and exhibits of Company witnesses.    8 

A. The Company is proposing to recover the incremental revenue requirement 9 

associated with certain distribution, fossil generation and nuclear generation 10 

capital expenditures through 2022 with an IRM.  The Company believes, with the 11 

proper IRM in place, it may be able to defer filing for a rate increase until 12 

sometime in 2022 for new base rates in 2023.   13 

Q. Please outline the capital expenditures the Company is proposing for inclusion in 14 

the IRM.  15 

A. The Company is requesting recovery of approximately $2.8 billion in capital 16 

expenditures from the period beginning April 1, 2020 and ending December 31, 17 

2022.  The spending by program is outlined in the table below; 18 

 19 

 20 

 21 

 22 

 23 
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Table 1:  IRM Capital Spending by Program 1 

 2 

Q. Is the Company proposing a reconciliation of the IRM spending?  3 

A. Yes.  The Company is proposing that the IRM surcharge spending be reconciled. 4 

More specifically, the Company is proposing that if the Company does not spend 5 

all the capital that is reflected in the IRM surcharge, the Company will refund the 6 

IRM surcharge revenue associated with that under spending. However, any 7 

incremental spending, beyond the level approved by the Commission, would not 8 

result in any incremental surcharge. 9 

Q. Is the Company proposing a reconciliation of the IRM revenue collected?  10 

A. Yes.  The Company is also proposing the revenue collected through the surcharge 11 

be reconciled. That is, if the Company over or under recovers the revenue that 12 

should have been recovered in the IRM surcharge, the Company will refund or 13 

surcharge that difference at the conclusion of the IRM. 14 

Q. Is the Company committing to not filing a general rate case during the IRM 15 

period? 16 

A. No.   17 

Q. Does Staff support the approval of the Company’s IRM as proposed in this case?  18 
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A. No.  There is value to the use of IRM for multi-year rate plans to address known 1 

system concerns and modernization such as the DTE Gas’s Main Replacement 2 

Program (MRP).  However, the scope of the proposed IRM in this case exceeds 3 

investments for compliance and safety and therefore needs to be approached in a 4 

more cautious manner, to ensure all potential benefits are realized.  As outlined in 5 

the Staff’s draft framework for five-year distribution plans provided in 6 

Commission Docket U-20147, the use of performance measurements as well as 7 

economic incentive and disincentives should be tied to large scale IRM.   The use 8 

of performance metrics and performance-based ratemaking will allow for the 9 

Commission to make clear the public policy and performance goals at the onset of 10 

the investment.  Under the Company’s proposal, it is not clear what value 11 

(improved customer service, improved customer satisfaction, improved reliability, 12 

etc) will be returned if the Commission was to approve the IRM.  What is clear is 13 

that rate payers will have guaranteed rate increases in the coming years.  The use 14 

of performance metrics and performance-based ratemaking will also be beneficial 15 

as it will reduce the regulatory burden because it will allow Staff and Intervenors 16 

to focus prudency reviews on outcomes in key customer focused performance 17 

areas, rather than spending plans and specific costs incurred during the IRM.  18 

Although the Company claims the proposed IRM will also minimize regulatory 19 

burden, in reality without a clear commitment to not file a base rate case during 20 

the IRM, there could be an IRM reconciliations and base rate cases going on 21 

concurrently in the future.  Given the current construct, this could be a possibility 22 
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in the foreseeable future. This would result in a significantly increased burden to 1 

all interested parties.   2 

Q. Why is the Staff not recommending performance-based ratemaking (PBR) to the 3 

Company’s proposed IRM in this case? 4 

A. Given the financial and regulatory implications that are associated with the 5 

implementation of PBR, the foundation for PBR is most appropriately developed 6 

outside of the context of the general rate case and should include open and 7 

transparent discussions with all energy stakeholders.  In the Staff’s distribution 8 

planning framework outlined in the September 1, 2018 report, Staff has 9 

recommended the Commission create a collaborative to facilitate these 10 

discussions.   This will allow for greater consensus building than what can be 11 

achieved in the context of the general rate case and inevitably lead to a framework 12 

for PBR that better reflects the goals and objectives of the Commission and 13 

stakeholders with a vested interest in the future of our electric distribution grid.   14 

Q. Does this conclude your testimony? 15 

A. Yes.  16 
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 1 MR. SINGH:  Thank you, your Honor.  Next

 2 Staff moves to bind in the Qualifications and Direct

 3 Testimony of Julie K. Baldwin, which consists of a cover

 4 page and 12 pages of questions and answers.  Ms. Baldwin

 5 also sponsored Exhibit S-11.0, 11.1, and 11.2, and Staff

 6 moves for the admission of those exhibits.  

 7 JUDGE WALLACE:  Is that three exhibits or

 8 one exhibit?

 9 MR. SINGH:  Three exhibits.  

10 JUDGE WALLACE:  It is.  O.K.  So 11.1,

11 S-11.2, and S-11.3.

12 MR. SINGH:  Your Honor, it's 11.0, 11.1,

13 and 11.2.  

14 JUDGE WALLACE:  All right.  11.0, .1 and

15 .2.  Is there any objection to binding in the testimony

16 of Ms. Baldwin?  (No response.)

17 Hearing none, Ms. Baldwin's testimony is

18 bound into the record.

19 (Testimony bound in.)

20 -  -  - 

21
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25
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Q. Please state your full name, business address, and occupation. 1 

A. My name is Julie K. Baldwin, and my business address is 7109 West Saginaw 2 

Highway, Lansing, Michigan 48917.  I am employed by the Michigan Public 3 

Service Commission (MPSC or Commission) as the Manager of the Renewable 4 

Energy Section (Section) of the Energy Resources Division. 5 

Q. Please describe your current responsibilities. 6 

A. I became Manager of the Section in December 2010.  In addition to myself, the 7 

Section presently includes a staff of four professionals: two departmental analysts, 8 

an engineer, and an auditor. This Section was established in direct response to 9 

passage of Michigan’s Clean, Renewable and Efficient Energy Act of 2008 (2008 10 

PA 295).  In general, the Section provides MPSC Staff (Staff) oversight and input 11 

to the Commission regarding all of the Commission’s regulatory responsibilities 12 

for renewable energy. 13 

Q. Describe your educational and professional background. 14 

A. I graduated from Michigan State University in June 1987 with a Bachelor of 15 

Science Degree in Chemical Engineering.  I was employed by TRC 16 

Environmental Consultants in Los Angeles, California from February 1988 to 17 

June 1989 and was involved in various air quality consulting projects.    18 

 In July 1989, I began my employment with the Michigan Public Service 19 

Commission as a Public Utilities Engineer working in the areas of Act 9 natural 20 

gas contract pricing issues, natural gas and petroleum products pipeline 21 

certificates of public convenience and necessity, and monthly natural gas 22 

production reporting.  I began working on electric and natural gas tariff 23 
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administration in December 2002, and in October 2003 was transferred to the 1 

Rates and Tariff Section.  My tariff administration responsibilities included 2 

reviewing all electric and natural gas tariff filings, reviewing Commission Orders 3 

to determine whether tariff filings were necessary, reviewing rate books to see if 4 

they met the requirements of U-6300 (Administrative Regulations Prescribing the 5 

Filing Procedures for Rate Schedules, Rules and Regulations, Standard Forms, 6 

and Contracts by Electric, Water, Steam, and Gas Utilities), and serving as case 7 

coordinator for various ex parte electric and natural gas tariff-related cases filed 8 

with the Commission.   9 

 In June 2005, I attended an Electric Utility Consultants, Inc. (EUCI) course titled 10 

Introduction to Cost of Service Concepts and Techniques for Electric Utilities in 11 

Denver, Colorado.  Shortly after the course, I was temporarily assigned as 12 

Executive Assistant to former Commission Chairman J. Peter Lark.  I remained in 13 

that position until May 2006.  Next, I was assigned to what is now the Renewable 14 

Energy Section of the Electric Reliability Division.  I was the lead engineer for 15 

matters pertaining to electric interconnections and net metering.  My work 16 

responsibilities included developing and assisting in implementing rules for the 17 

2008 PA 295 net metering program and electric utility interconnection, serving as 18 

case coordinator for net metering and electric utility interconnection formal 19 

complaint cases, resolving informal net metering and electric utility 20 

interconnection complaints and inquiries, and public education and outreach.  21 

Additional responsibilities included reviewing rates impacting distributed 22 

generation in utility rate cases, green pricing programs, and renewable energy 23 
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contracts filed for approval with the Commission.  During 2008 and 2009, I 1 

served as the Commission’s representative and Secretary on the Wind Energy 2 

Resource Zone Board established by the Commission pursuant to 2008 PA 295.    3 

Q. Have you previously filed testimony in proceedings before the Commission? 4 

A. Yes.  During my work at the MPSC, I have filed testimony in the following cases: 5 

• Case No. U-10546 (Act 9 natural gas contract pricing case)  6 

• Various Act 9 natural gas pipeline cases 7 

• Case No. U-14347 (Consumers Energy Electric Rate Case) 8 

• Case No. U-15244 (Detroit Edison Rate Case) 9 

• Case No. U-16191 (Consumers Energy Electric Rate Case) 10 

• Case No. U-16180 (Indiana Michigan Power Rate Case) 11 

• Case No. U-16356 (Detroit Edison Renewable Energy Reconciliation Case) 12 

• Case No. U-16543 (Consumers Energy Amended Renewable Energy Plan Case) 13 

• Case No. U-16582 (Detroit Edison Amended Renewable Energy Plan Case) 14 

• Case No. U-16424-R (Wisconsin Electric 2011 PSCR-R) 15 

• Case No. U-16434-R (Detroit Edison 2011 PSCR-R) 16 

• Case No. U-17072 (WEPCo Renewable Energy Plan Case) 17 

• Case No. U-17562 (WEPCo Renewable Energy Plan Case) 18 

• Case No. U-17735 (Consumers Energy Rate Case) 19 

• Case No. U-17767 (DTE Electric Rate Case)  20 

• Case No. U-18061 (UMERC Merger & Acquisition Case) 21 

• Case No. U-18090 (Consumers Energy Avoided Cost Case) 22 

• Case No. U-18091 (DTE Electric Avoided Cost Case) 23 
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• Case No. U-18089 (Alpena Avoided Cost Case) 1 

• Case No. U-18092 (Indiana Michigan Power Avoided Cost Case) 2 

• Case No. U-18093 (Northern States Power Avoided Cost Case) 3 

• Case No. U-18094 (UPPCo Avoided Cost Case) 4 

• Case No. U-18095 & U-18096 (WEPCo and UMERC Avoided Cost Case) 5 

• Case No. U-18322 (Consumers Energy Rate Case) 6 

• Case No. U-18255 (DTE Electric Rate Case) 7 
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Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present Staff’s recommendations related to the 2 

form and language of DTE’s (Company) proposed Standard Contract Rider No. 3 

18 - Distributed Generation Program tariff (DG Rider 18), DTE’s proposed 4 

modifications to Standard Contract Rider DG – Distributed Generation, and 5 

proposed modifications to Standard Contract Rider No. 16 – Net Metering for 6 

Renewable Resource On-Site Power Producing Facilities.   7 

Q. Are you sponsoring any exhibits? 8 

A. Yes.  I am sponsoring three exhibits:   9 

 Exhibit S-11.0:  Staff’s Proposed Standard Contract Rider 18 10 

 Exhibit S-11.1:  DTE’s Audit Response to JKB-1.8 Regarding Customer Forfeit 11 

of Outflow Credit at Program Termination 12 

 Exhibit S-11.2:  DTE’s Audit Response to JKB-1.7 Regarding Interconnection 13 

Costs  14 

  15 

Standard Contract Rider No. 18 – Distributed Generation Program 16 

Summary of Recommendations 17 

Q. Please describe Staff’s recommendations related to DTE’s proposed DG Rider 18. 18 

A. Staff’s recommendations are shown on Exhibit S-11.0.  The starting document for 19 

this exhibit was DTE’s Exhibit A-16, Schedule F10 Revised.  Staff is proposing 20 

the following modifications: 21 

 1.  The phrase “and metered at a single point of contact” is duplicated in 22 

numbered paragraph (1), (2), and (3) on Original Sheet Nos. D-111.00 and D-23 
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112.0.  Staff recommends deleting the second reference in each numbered 1 

paragraph.  The deletion is reflected on Exhibit S-11.0. 2 

 2.  DTE’s proposed DG Rider 18 applies the Outflow Credit only to power supply 3 

and PSCR charges.  Staff proposes the Outflow Credit should be applied to the 4 

entire bill.  The Outflow provision on Exhibit S-11.0 is modified to reflect this 5 

crediting mechanism.   6 

 3.  DTE’s proposed DG Rider 18 values the Outflow Credit for full service 7 

customers using an LMP (locational marginal price)-based methodology.  Exhibit 8 

S-11.0 incorporates the Outflow Credit methodology supported by Staff witness 9 

Rob Ozar and two options for showing the credit in the Company’s rate book.   10 

 4.  DTE’s proposed DG Rider 18 includes a System Access Contribution charge.  11 

Exhibit S-11.0 reflects the Staff’s position supported by Staff witness Kevin 12 

Krause which recommends removing this charge. 13 

 5.  DTE’s proposed DG Rider 18 provides for any existing Outflow Credit on the 14 

customer’s account to be forfeited upon termination from the DG Program.  Staff 15 

recommends that the Outflow Credit be provided to the customer either by 16 

applying it to the customer’s bill or refunded to the customer in the event of 17 

termination from the DG Program.  Exhibit S-11.0 includes language 18 

incorporating Staff’s recommendation. 19 

 6.  One of the 2016 PA 342 amendments to Act 295 is the requirement that all 20 

customers pay interconnection costs.  Previously, customers with projects in 21 

Category 1 (20 kW and less) were excluded from paying for any interconnection 22 

costs.  Staff recommends adding information about any interconnection costs paid 23 
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by Category 1 DG program customers to the Company’s annual reporting.  1 

Exhibit S-11.0 reflects this new reporting information.   2 

  3 

Outflow Credit 4 

Q. DTE is proposing to limit application of the Outflow Credit to power supply and 5 

PSCR charges.  Does Staff agree? 6 

A. No.  Staff recommends that it is appropriate to apply the Outflow Credit to the 7 

entire bill.   8 

Q. Please explain. 9 

A. The Commission has addressed this matter in its April 18, 2018 Order in U-10 

18383: 11 

 The second issue raised by DTE Electric and Consumers relates to the limitation 12 
of accumulated credits against future bills. In comments, DTE Electric and 13 
Consumers made the argument that any DG credit cannot be used to reduce 14 
distribution or transmission charges. This is an incorrect interpretation of Section 15 
177(4). The relevant subsection (4) provision states, “[n]otwithstanding any law 16 
or regulation, distributed generation customers shall not receive credits for 17 
electric utility transmission or distribution charges.” This exclusion refers to the 18 
formula for calculating compensation, which is expressed in the dual credit 19 
pricing options (LMP or power supply component excluding transmission 20 
charges), that immediately follows the prohibition. Under any reasonable 21 
interpretation, the transmission and distribution exclusion cannot refer to the level 22 
of accrued credits that can be applied to the customer bill for the following billing 23 
period since subsection (4) expressly allows the offset of the total power supply 24 
charges (which include transmission charges). Clearly, the transmission and 25 
distribution exclusion only applies to the modified net metering formula for 26 
calculating credits for the portion of outflow that exceeds inflow. Further, if the 27 
credit limitation applied across the board, i.e., to total outflow, then both true net 28 
metering and modified net metering would be prohibited by subsection (4) since 29 
both billing methods credit power inflows at the full retail rate (which includes 30 
transmission and distribution charges). [U-18383, April 18, 2018, page 14.] 31 

 32 
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Q. What is Staff’s recommendation regarding the Company’s provision requiring 1 

customers who terminate participation in the DG program to forfeit unused 2 

Outflow Credit? 3 

A. Staff does not support this provision.  There is no provision in Acts 341 or 342 4 

which explicitly states that unused Outflow Credit must be forfeited to the 5 

Company by the customer at program termination.  Staff Exhibit S-11.1 is DTE’s 6 

response to staff audit question JKB-1.8 regarding customer forfeit of unused 7 

credits at program termination.  In that response, DTE describes the limitation on 8 

using the credits to only offset power supply charges as the basis for the 9 

provision. For the reasons included in my answer to the previous question, Staff 10 

does not agree that the proposed limitation should apply to Outflow Credit.  The 11 

DG Rider 18 was modified to reflect Staff’s recommendation that remaining 12 

Outflow Credit be credited to the customer’s account or refunded to the customer 13 

in the event of termination from the program.   14 

 15 

Distributed Generation Program Interconnection Costs 16 

Q. What are DG Program interconnection costs? 17 

A. DTE’s proposed DG Rider 18 provides for the customer to pay actual 18 

interconnection costs associated with participating in the DG Program, subject to 19 

limits established by the Commission.  The types of costs DG Program customers 20 

could experience are described in Exhibit S-11.1.  The Exhibit lists DTE’s 21 

potential common scenarios which could lead to interconnection costs that must 22 

be paid by DG Program customers.   23 
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Q. Was this provision part of the net metering program? 1 

A. No.  2016 PA 342 added this provision in Section 175(1) which states, “The 2 

customer shall pay all interconnection costs.” 3 

Q. Does Staff have a recommendation regarding DG Program interconnection costs? 4 

A. Yes.  Since these are a new type of costs which will be paid by interconnecting 5 

customers, Staff recommends that the Company include these costs and a 6 

description of the interconnection equipment as part of its annual DG Program 7 

reporting.  Staff finds value in making both the type of interconnection equipment 8 

and the cost available publicly so that solar installers and potential DG Program 9 

customers are aware of costs which may arise during the interconnection process.  10 

Therefore, Staff added the following language to the Distributed Generation 11 

Program Status and Evaluation Reports section of Original Sheet No. D-116.00, 12 

page 6 of Exhibit S-11.0: 13 

 “The report will include interconnection costs paid by each customer and the 14 
interconnection equipment provided by the Company during the reporting year.” 15 

  16 

Standard Contract Rider DG:  Distributed Generation (Rider DG) 17 

Q. The Company is proposing to modify Rider DG to limit its applicability on a 18 

going-forward basis, to non-renewable types of generation.  Does Staff support 19 

this modification? 20 

A.  Staff does not support this modification.   21 

Q. Please explain. 22 

A. Rider DG is “[a]vailable to customers with on-site distributed generation desiring 23 

to operate in parallel with the Company’s system and take service for their 24 
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supplemental needs under one of the applicable tariffs listed above.”  (Residential, 1 

General, and Large General Service Rates) The tariff is applicable to projects with 2 

generation capacity no greater than 100 kW.  Rider DG does not limit the size of 3 

the generator to the customer’s annual energy consumption.  Rider DG may allow 4 

a customer the opportunity to have an on-site project which would not otherwise 5 

fit under the requirements of the new proposed DG Rider 18.  However, Staff 6 

supports renaming Rider DG if the Company is concerned about confusion due to 7 

its name being similar to the new DG Rider 18.   8 

Q. Company witness Philip W. Dennis testifies that 2016 PA 341 Section 6a (14), 9 

2016 PA 342, and the Commission’s Order in Case No. U-18383 dictate that 10 

customer owned renewable generation will be covered by the already-existing 11 

Rider 16 and the Company’s proposed Rider 18. Does Staff agree? 12 

A. No.  As discussed in my previous answer, the applicability provision of Rider DG 13 

makes it available for projects which might not qualify under Rider 16 or Rider 14 

18.  Staff sees no prohibition against additional tariff offerings for customer-15 

owned renewable generation. 16 

 17 

Miscellaneous 18 

Q. If a participating net metering customer expands their system before the new DG 19 

Rider 18 goes into effect, would the customer’s entire project be grandfathered 20 

into the net metering program for an additional 10 years? 21 

A. Due to the limited applicability (based on timing, the number of customers with 22 

existing net metering systems, and the limitation that systems can be no larger 23 
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than a customer’s annual usage) of this circumstance and the desire to provide 1 

clarity, Staff supports an additional 10-year grandfathering timeframe in this 2 

situation.    3 

Q. If a site with an existing net metering project is sold, should the 10-year 4 

enrollment period in the net metering program restart? 5 

A. Staff recommends that the remainder of the 10-year enrollment period continue 6 

unchanged and not restart in this situation because the new owner did not make 7 

the original capital investment for the net metering project. 8 

Standard Contract Rider No. 16:  Net Metering  9 

Q.   What is Staff’s recommendation for the Net Metering Rider? 10 

A. DTE proposed adding the following language to its Net Metering Rider: 11 

 “This Rider is available only to customers on-site generation with an approved 12 
application prior to April ____, 2019.” (emphasis added) 13 

 14 
 Staff is concerned with the use of the word “approved.”  The language used to 15 

describe the transition period in the Commission’s April 18, 2018 order in MPSC 16 

Case No. U-18383 does not refer to an “approved” application by the effective 17 

date of the new DG Rider as a milestone:   18 

 The Commission agrees with the Staff’s recommendation in the DG Report that, 19 
under the interim DG program, a customer will be considered “participating” in 20 
the program if the customer has a completed application pending before the utility 21 
prior to the effective date of the new DG tariff approved in a rate case filed after 22 
June 1, 2018. For DG applications submitted prior to the effective date of the new 23 
DG tariff, the utility shall notify the applicant within 10 working days from the 24 
date the application is submitted whether the application is complete or deficient. 25 
If complete, the application shall be processed, and the customer will be 26 
considered enrolled in the utility’s DG program. If the application is deemed 27 
deficient, the applicant shall be given 60 days from the date of notification by the 28 
utility to cure the deficiency. If the applicant fails to cure the deficiency, the 29 
application will be considered void. The Commission also adopts DTE Electric’s 30 
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recommendation and requires that any DG applicant must have a completed and 1 
approved DG installation within six months from the date the DG applicant’s 2 
application is deemed complete. [Order, p 17.] 3 

  4 

 Based on the language included in the above-mentioned Commission Order, Staff 5 

recommends the following language: 6 

 “This Rider is available only to customers participating in the program prior to 7 
April ____, 2019.” 8 

 9 
Q. Does this conclude your testimony? 10 

A. Yes. 11 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Ms. Baldwin's exhibits?  (No response.)

 3 Hearing none, those exhibits are

 4 admitted.

 5 MR. SINGH:  Thank you, your Honor.  Next,

 6 Staff moves to bind in the Qualifications and Direct

 7 Testimony of Rob Ozar, which consists of a cover page and

 8 30 pages of questions and answers with no attached

 9 exhibits.

10 JUDGE WALLACE:  Didn't we already bind

11 his in?

12 MR. SINGH:  Yes, we did, your Honor.  

13 JUDGE WALLACE:  But we can do it twice.

14 MR. SINGH:  So we shall move right past

15 him.

16 All right.  Your Honor, Staff moves to

17 bind in the Qualifications and Direct Testimony of

18 Jonathan J. DeCooman, which consists of a cover page and

19 19 pages of questions and answers.  Mr. DeCooman

20 sponsored Exhibit S-13, Exhibit S-13.1, Exhibit S-13.2,

21 Exhibit S-13.3, Exhibit S-13.4, Exhibit S-13.5, Exhibit

22 S-13.6, Exhibit S-13.7, Exhibit S-13.8, which is a

23 Confidential exhibit, Exhibit S-13.9, and Exhibit

24 S-13.10.  Staff moves for the admission of those listed

25 exhibits.  

    Metro Court Reporters, Inc.   248.360.8865
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 1 JUDGE WALLACE:  Is there any objection to

 2 binding in the testimony of Mr. DeCooman?  (No response.)

 3 Hearing none, Mr. DeCooman's testimony is

 4 bound into the record.

 5 (Testimony bound in.)

 6 -  -  - 

 7
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Q.  Please state your full name and business address for the record. 1 

A.  My name is Jonathan J. DeCooman.  My business address is the Michigan Public Service 2 

Commission’s work site at 7109 West Saginaw Highway, Lansing, Michigan 48917. 3 

Q.  By whom are you employed and in what capacity? 4 

A.  I am employed by the Michigan Public Service Commission (MPSC or Commission) in 5 

the Energy Resources Division.  I am a Public Utilities Engineer in the Generation and 6 

Certificate of Need Section, which is responsible for assisting in the implementation of 7 

Public Act 341 of 2016 and evaluating applications for transmission siting pursuant to 8 

Public Act 30 of 1995. 9 

Q.  Would you please provide an outline of your educational background? 10 

A.  Yes.  I earned a Bachelor of Science in Mechanical Engineering from Saginaw Valley 11 

State University (SVSU) in 2016.  I successfully completed the Fundamentals of 12 

Engineering Mechanical examination in August of 2017.  Since joining the Commission, 13 

I have attended several training seminars, including a Long-Term Load Forecasting in 14 

MS Excel seminar held by EUCI in August 2018, and a training seminar held by the Mid-15 

Continent Independent System Operator relating to modeling using the Electric 16 

Generation Expansion Analysis System software in September 2018. 17 

Q.  Would you please outline your professional working experience? 18 

A.  Yes.  In September 2015, I began working through a co-operative program between 19 

SVSU and Means Industries, Inc.  As a Co-op Engineer, I assisted a cross-functional 20 

engineering team in developing and implementing process improvements for the 21 

manufacture and assembly of automotive clutch parts and clutch assemblies.  I was also 22 

responsible for performing quality measurements and analysis of the mechanical 23 

4182



QUALIFICATIONS OF JONATHAN J. DECOOMAN 
CASE NUMBER U-20162 

PART I 
 

 2

properties of clutch plates and other components at several points in the manufacturing 1 

process. 2 

  In June 2018, I accepted a position as a Public Utilities Engineer in the 3 

Generation and Certificate of Need Section of the Michigan Public Service Commission.  4 

At the Commission, I am part of a cross-functional group responsible for evaluating 5 

regulated utilities’ integrated resource plans (IRP).  I am responsible for evaluating 6 

certain environmental and generation capital costs filed in utility rate case applications.  I 7 

am also responsible for updating regional fuel mix & emissions disclosures annually and 8 

ensuring alternative electric suppliers’ compliance with reporting requirements of this 9 

information, pursuant to the Commission’s orders in Case No. U-12487.1 10 

Q.  Have you previously filed testimony before the Commission? 11 

A.  Yes.  I have prepared and filed testimony in Case No. U-20165, Consumers Energy 12 

Company’s application for approval of its integrated resource plan. 13 

 

 

 

 

 

 

 

  

                                                 
1 Filing requirements in Case No. U-12487. In the matter of the Commission’s own motion, to implement the customer 
information and environmental notice requirements of 2000 PA 141, 6/5/2001 and 12/20/2001 Orders, MPSC Case 
No. U-12487. 

4183



DIRECT TESTIMONY OF JONATHAN J. DECOOMAN 
CASE NUMBER U-20162 

PART II 
 

 3

Q.  What is the purpose of your testimony? 1 

A.  The purpose of my testimony is to present the MPSC Staff’s (Staff) adjustments to DTE 2 

Electric’s (DTE or the Company) non-routine capital expenditures. 3 

Q.  Would you please provide an overview of the order and content of the rest of your 4 

testimony? 5 

A.  Yes, my testimony will address three topics identified as follows: 6 

  1.) Steam Power Generation – Non-Routine: Environmental 7 

 2.) Other Power Generation – Non-Routine: Ford CHP Unit 8 

 3.) Other Power Generation – Non-Routine: Combined Cycle - 2022  9 

Q.  In preparing testimony on these topics, did you consult with other Staff members? 10 

A.  Yes, I consulted with a team of Staff members formed to evaluate the non-routine capital 11 

expenditures requested for inclusion in the Company’s rate base. 12 

Q.  Are you sponsoring any exhibits? 13 

A.  Yes, I am sponsoring the following exhibits: 14 

 Exhibit S-13.0: Company explanation of ELG projects 15 

  Exhibit S-13.1: Monroe Dry Fly Ash Processing PMP 16 

  Exhibit S-13.2: Monroe Dry Fly Ash Processing NPV analysis 17 

 Exhibit S-13.3: Monroe Dry Fly Ash Processing budgetary approval status 18 

 Exhibit S-13.4: Monroe Dry Fly Ash Processing construction contract status 19 

 Exhibit S-13.5: Monroe Dry Fly Ash Processing ‘Calculated Risk’ 20 

 Exhibit S-13.6: CHP Plant competitive bidding response 21 

 Exhibit S-13.7: CHP Plant LCOE calculation 22 

 CONFIDENTIAL-Exhibit S-13.8: CHP Plant steam supply agreement 23 
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 Exhibit S-13.9: Combined Cycle – 2022 projected contingency 1 

 Exhibit S-13.10: Combined Cycle – 2022 detailed cost breakdown 2 

Q.  Were these exhibits prepared by you or under your supervision? 3 

A.  Yes, all previously referenced exhibits were prepared by me after being supplied by the 4 

Company in response to Staff’s data requests.  A team of Staff members assigned to this 5 

case reviewed the referenced exhibits. 6 

Steam Power Generation – Non-Routine: Environmental 7 

Q.  Please provide an explanation of projects shown in Company Exhibit A-12, schedule 8 

B5.1, page 2, lines 2-6, as they relate to achieving compliance with the Effluent 9 

Limitations Guidelines and Standards (ELG) for steam generators in the Company’s coal 10 

generation fleet. 11 

A.  Lines 2-6 of Exhibit A-12, schedule B5.1, page 2, are projects planned for the Company’s 12 

Monroe power plant and are related to the ELG that were revised in 2015.  The ELG 13 

establishes a zero-discharge limit for pollutants in wastewater streams from steam 14 

generation plants, achieved by using a dry ash handling system.2  The Monroe plant’s 15 

current method for removal and storage of its fly ash is to use a wastewater stream to 16 

sluice this ash from its collection point to a storage facility, thus creating polluted 17 

wastewater.  Line item 2 is a project to construct a new storage basin for the dry fly ash.  18 

The Company provided a detailed description of line items 3-6 in a response to a Staff 19 

audit request.3 20 

                                                 
2 Federal Register. https://www.federalregister.gov/documents/2015/11/03/2015-25663/effluent-limitations-
guidelines-and-standards-for-the-steam-electric-power-generating-point-source. Retrieved 10/11/2018. 
3 Exhibit S-13.0. 
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Q. Please detail which projects in Exhibit A-12, schedule B5.1, page 2, lines 2-6 are 1 

necessary for compliance with the ELG for the handling of fly ash at the Monroe plant. 2 

A. The projects listed in lines 2-5 of Exhibit A-12, schedule B5.1, page 2, are directly 3 

related to the conversion of the fly ash transfer system at the Monroe power plant from a 4 

wet transport system to a dry transport system, as detailed in Exhibit S-13.0.  These 5 

projects will result in a fly ash transport system that allows for the transfer of fly ash 6 

without use of water and storage of this fly ash in a new dry storage basin.  These 7 

projects are necessary to meet portions of the ELG that relate to the transport of fly ash 8 

and must be met by December 31, 2023. 9 

Q. What is the purpose of the project ‘Monroe Dry Fly Ash Processing’, listed in line 6 of 10 

Exhibit A-12, schedule B5.1, page 2? 11 

A. The project listed in line 6 of Exhibit A-12, schedule B5.1, page 2 (Monroe Dry Fly Ash 12 

Processing), is a project that is designed to allow for most of the fly ash from the Monroe 13 

plant to be diverted before being placed in the basin for storage.  This fly ash will then be 14 

further processed and marketed to concrete manufacturers for use in the production of 15 

concrete.  This project will allow for coal with a higher carbon content (petroleum coke 16 

or pet coke) to be used as fuel, while still producing fly ash that is acceptable for 17 

marketing to concrete manufacturers.  Currently, Michigan regulations mandate that fly 18 

ash used in the production of concrete have a maximum of 6 percent unburned carbon 19 

content.4    20 

                                                 
4 National Energy Technology Laboratory. https://www.netl.doe.gov/research/coal/crosscutting/environmental-
control/solid-waste/state-regulations/michigan. Retrieved 10/11/2018. 
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  The Company provided a project management planning (PMP) document in 1 

response to a Staff audit request, which presented the key drivers of the Monroe Dry Fly 2 

Ash Processing project.5  As detailed on page two of Exhibit S-13.1, the main driver of 3 

this project is the ability to burn lower cost pet coke in all four units at the Monroe power 4 

plant, while at the same time being able to market this fly ash to concrete manufacturers.  5 

Additionally, since the amount of fly ash stored in the dry ash basin would be reduced, 6 

this project prevents additional fly ash storage capacity from being necessary before the 7 

end of life of the plant.6 8 

Q. Has the Company performed a cost analysis to determine the cost impact of the Monroe 9 

Dry Fly Ash Processing project on the Company’s rate base? 10 

A. Yes.  The Company performed a net-present-value-of-the-revenue-requirement (NPVRR) 11 

analysis under different scenarios to determine this project’s impact on the Company’s 12 

projected revenue requirement.  The Company provided this analysis in response to a 13 

Staff audit request.7 14 

Q. Please provide an explanation of Exhibit S-13.2. 15 

A. Page 1 of Exhibit S-13.2 is the Company’s written response to Staff’s audit request, 16 

providing an explanation of the Company’s NPVRR analysis for this project.  Page 2 of 17 

Exhibit S-13.2 is a summary of the assumptions for each scenario analyzed.  The five 18 

scenarios in which the Company calculated an NPVRR are: ‘Status Quo’, ‘Status Quo 19 

(No PetCoke)’, ‘PetCoke (All 4 Units)’, ‘Boral/Headwaters’, and ‘SEFA’.   20 

                                                 
5 Exhibit S-13.1. 
6 Exhibit S-13.1, p 2. 
7 Exhibit S-13.2. 
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As referenced in Exhibit S-13.1, the ‘Status Quo’ scenario is the Company’s 1 

current operating conditions.  Currently, Monroe units 1 and 2 do not burn a significant 2 

amount of pet coke so that the fly ash produced is marketable, while units 3 and 4 burn a 3 

mixture of fuel that includes pet coke.  The ‘Status Quo (No PetCoke)’ and ‘PetCoke (All 4 

4 Units)’ scenarios are variations of the current operating conditions, with either no units 5 

burning pet coke or all four units burning pet coke.  The last two scenarios, 6 

‘Boral/Headwaters’ and ‘SEFA’ use preliminary proposal responses provided by 7 

Boral/Headwaters and SEFA to develop a system which produces marketable fly ash 8 

from burning a fuel mixture that includes pet coke.  Page 3 of Exhibit S-13.2 is a 9 

summary of the NPVRR values for ‘Boral/Headwaters’ and ‘SEFA’ scenarios, as well as 10 

the NPVRR of the difference in cost between the two (‘DELTA’). 11 

Q. Does Staff find the assumptions and results of the Company’s NPVRR analysis to be 12 

reasonable? 13 

A. Staff finds the assumptions utilized by the Company to be reasonable for a benchmarking 14 

study, based on the information provided by the Company on page 2 of Exhibit S-13.2.  15 

However, it should be noted that the NPVRR results presented may be misleading; it is 16 

Staff’s understanding that the NPVRR results are being compared to a scenario where 17 

neither the sale of marketable fly ash, nor the cost savings from using cheaper pet coke, 18 

were included.  For an NPVRR analysis that properly represents the impact of this project 19 

on the Company’s rate base, all incremental costs and savings beyond the current 20 

operating state that result from this project would need to be included in this calculation.  21 

More specifically, the project costs and benefits should be compared to the Company’s 22 

current operating state, which includes the sale of some marketable fly ash and the cost 23 
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savings associated with the cheaper pet coke that is presently used in the fuel mix of half 1 

of the Monroe units. 2 

Q. Has the Company received internal management budgetary approval for all the costs 3 

shown in line 6 of Exhibit A-12, schedule B5.1, page 2? 4 

A. No.  As of the date of the Company’s response to Staff’s discovery request,8 the 5 

Company has not received complete internal budgetary approval for the costs shown in 6 

line 6 of Exhibit A-12, schedule B5.1, page 2.  The Company provided details on the 7 

progress of its budgetary approval for this project in response to a Staff discovery 8 

request.9  As detailed in Exhibit S-13.3, “DTE Electric has received internal approval for 9 

benchmarking, legal due diligence, and conceptual design and engineering.” 10 

Q. Has the Company executed a contract with an Engineering, Procurement and 11 

Construction (EPC) contractor for the Monroe Dry Fly Ash Processing project? 12 

A. No.  As of the date of the Company’s response to Staff’s discovery request,10 the 13 

Company has not executed a contract with an EPC contractor for the Monroe Dry Fly 14 

Ash Processing project, as stated in the Company’s response to a Staff discovery 15 

request.11  The Company further explains the project’s current status by stating “DTE 16 

Electric has not yet determined the contracting strategy related to this project, and 17 

therefore it is not yet known whether it will be necessary to execute a EPC contract.” 18 

Q. Does Staff find the projects listed in Exhibit A-12, schedule B5.1, page 2, lines 2-5, to be 19 

reasonable for inclusion in the Company’s rate base? 20 

                                                 
8 U-20162-0169, DTE Electric Company’s Response to MPSC’s Eighth Discovery Request, filed 10/1/2018. 
9 Exhibit S-13.3. 
10 U-20162-0169, DTE Electric Company’s Response to MPSC’s Eighth Discovery Request, filed 10/1/2018. 
11 Exhibit S-13.4. 
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A. Yes.  The projects in Exhibit A-12, schedule B5.1, page 2, lines 2-5, are necessary to 1 

allow the Monroe Power Plant to conform with the requirements for transport and storage 2 

of fly ash resulting from plant operation, as required by the ELG.   3 

Q. Does Staff find the project listed in Exhibit A-12, schedule B5.1, page 2, line 6, to be 4 

reasonable for inclusion in the Company’s rate base? 5 

A. No, not as presented in this filing.  At the time of the Company’s response to Staff’s 6 

discovery request, the Company has neither full budgetary approval or a contract for 7 

construction of this project.  Although the Company has performed a cost analysis and 8 

received responses for its request for proposals (RFP), these were used for benchmarking 9 

of the project, as stated in Exhibit S-13.3.  In Exhibit S-13.4, the Company expanded 10 

upon its response to explain that it has not yet determined if it will execute a contract 11 

with an EPC contractor or use a different contracting strategy altogether. 12 

  The inclusion of contingency in these estimates further demonstrates the 13 

preliminary nature of the cost estimates used for analysis of this project.  The PMP 14 

document presented in Exhibit S-13.1 provides a breakdown of project costs, labeled as 15 

‘Forecast Charge Categories.’  Within this breakdown is a category titled ‘Calculated 16 

Risk’, which the Company defined in its response to a Staff discovery request.12  The 17 

provided definition for ‘Calculated Risk’ is interchangeable with the definition previously 18 

given by the Commission for contingency: “amounts set aside for cost items whose 19 

occurrence is uncertain.”13  The amount of contingency included in the cost estimates 20 

underscores the speculative nature of these estimates: $11.15 million of the $67 million 21 

                                                 
12 Exhibit S-13.5. 
13 In the matter of the application of Consumers Energy Company for authority to increase its rates for the generation 
and distribution of electricity and for other relief, 11/19/2015 Order, p 11, MPSC Case No. U-17735. 
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total, or more than 16%, of the PMP documents forecasted project costs are ‘Calculated 1 

Risk’.  The RFP responses also include contingency, in the amount of 15% and 10% of 2 

total project costs for the Boral/Headwaters and SEFA estimates, respectively. 3 

Q. Is Staff recommending an adjustment to any of the Company’s steam power generation 4 

non-routine capital expenditures shown in Exhibit A-12, schedule B5.1, page 2, lines 1-5 

14? 6 

A. Yes.  Staff recommends disallowance of line item 6, ‘Monroe Dry Fly Ash Processing’, 7 

from inclusion in rate base: a downward adjustment of $9.433 million in the 16-month 8 

bridge period ending 4/30/2019, and a downward adjustment of $24.667 million in the 9 

projected test year ending 4/30/2020.  Although it is not reasonable to include costs 10 

associated with the Monroe Dry Fly Ash Processing project in rates in this filing, Staff is 11 

not discouraging the Company from further developing this project.  Staff believes this 12 

project could result in value for both the Company and its ratepayers and reduce the 13 

impact of the Company’s generation fleet on the environment.  However, due to the 14 

uncertain nature of the cost estimates provided and the lack of a full internal budgetary 15 

approval, it would be imprudent to expose ratepayers to the risks associated with this 16 

project without a firm understanding of all costs and benefits to all impacted parties.  The 17 

current information provided does not allow for Staff to properly evaluate whether the 18 

project is reasonable and prudent for inclusion in rate base. 19 

Q. Does Staff have any more recommendations for the Commission with respect to the 20 

Company’s non-routine steam power generation additions? 21 
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A. Yes.  Staff recommends that the Commission direct the Company to hold technical 1 

discussions with Staff to facilitate better understanding of the Company’s NPVRR 2 

analysis and inputs into the financial model that was utilized to source Exhibit S-13.2. 3 

Other Power Generation – Non-Routine: Ford CHP Unit 4 

Q. Please provide an explanation of the proposed Combined Heat and Power (CHP) plant 5 

detailed in the direct testimony of Company witness Robert D. Feldmann. 6 

A. The CHP plant discussed in the direct testimony of Company witness Feldmann is a pilot 7 

program to develop a cogeneration facility, which will produce electricity as well as heat 8 

in the form of steam.  The CHP plant will be located at Ford Motor Company’s (Ford) 9 

Research and Engineering (R&E) campus in Dearborn, MI.  The steam generated at the 10 

facility will be sold to Ford, and the electricity generated will be fed into the Company’s 11 

high voltage electric distribution system.14  The CHP plant will have a capacity of 34MW 12 

and is contracted at a price of $62.3 million. 13 

Q. How did this pilot program originate? 14 

A. As stated in the direct testimony of Company witness Feldmann, this CHP plant 15 

originated with Ford’s decision to invest in upgrades to its R&E campus in Dearborn, MI.  16 

Ford decided to outsource its energy needs, including requirements for steam, heating, 17 

and cooling to an outside party.  Ford issued an RFP and requested that the Company’s 18 

corporate entity put together an integrated solution for the energy needs of the R&E 19 

campus.15 20 

                                                 
14 The pre-filed direct testimony and exhibits of Robert D. Feldmann, pp 3-4. 
15Id., at, pp 4-5. 
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Q. How did the Company determine the project’s expected impact on the Company’s rate 1 

base, as shown in Exhibit A-12, schedule B5.1, page 2, line 32? 2 

A. To generate its response to Ford’s RFP, the Company collaborated with other divisions of 3 

its corporate entity, DTE Gas and DTE Power and Industrial (P&I), to create an 4 

integrated proposal.  The Company entered into a fixed-price agreement with DTE P&I 5 

for construction of the CHP plant for $62.3 million.  The Company provided this fixed-6 

price agreement for review in response to an intervenor’s discovery request.  DTE Gas 7 

will construct the new gas line to supply the fuel requirements to the CHP plant.16 8 

Q. Was the contract between the Company and DTE P&I for construction of this CHP plant 9 

for $62.3 million the result of a competitive bidding process? 10 

A. No.  The Company confirmed that the only proposal it solicited was from DTE P&I in 11 

response to a discovery request from an intervenor.17  The assessment generated by HDR 12 

to develop the costs of construction of this unit, shown in Company Exhibit A-28, 13 

schedule R2, was utilized by the Company to assess whether a 3rd party proposal would 14 

be competitive with DTE P&I’s proposal.  Due to the DTE P&I proposal being 15 

significantly lower than the HDR assessment ($22.3 million less, or a 26% reduction), the 16 

Company did not seek additional proposals. 17 

Q. Has the Company performed a cost analysis to determine whether the selected technology 18 

represents the most economical solution to fulfill the requirements of this project? 19 

A. Yes.  The Company performed a levelized cost of energy (LCOE) calculation, which was 20 

provided in response to a Staff audit request.18  Page 1 of Exhibit S-13.7 shows the 21 

                                                 
16 The pre-filed direct testimony and exhibits of Robert D. Feldmann, p 7. 
17 Exhibit S-13.6. 
18 Exhibit S-13.7, p 1. 
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assumptions and results of the Company’s LCOE calculation for the CHP plant.  This is 1 

consistent with the statements regarding the competitiveness of a CHP plant in 2 

comparison with alternative generation technology.19, 20 3 

Q. How were steam sales from the CHP plant incorporated into the LCOE calculation, as 4 

referenced in the direct testimony of Company witness Feldmann, page 7, line 4? 5 

A. CONFIDENTIAL-Exhibit S-13.8 is an example calculation of the Company’s steam sale 6 

price, provided in response to a Staff audit request.  CONFIDENTIAL-Exhibit S-13.8 7 

demonstrates the method used to determine the price of steam sold to Ford.  The 8 

calculation derives the steam price from the cost of gas directly attributable to the 9 

production of steam, plus service and transportation costs.  Gas transportation costs are 10 

taken from the Company’s approved effective gas rate schedule, assuming an extra-large 11 

volume transportation.21  The steam service agreement between Ford and the Company 12 

utilizes this calculation to set the price for the sale of steam generated by the CHP plant. 13 

Q. Are there other analysis methods the Company could use to determine the reasonableness 14 

of the fixed-price agreement it reached with DTE P&I? 15 

A. Yes.  The Company could issue an RFP for the construction of the project to obtain 16 

competitive bid information.  The information resulting from this competitive bidding 17 

process could be compared to the DTE P&I construction price to evaluate the 18 

reasonableness of this fixed-price agreement. 19 

                                                 
19 The pre-filed direct testimony and exhibits of Robert D. Feldmann, p 7. 
20 Exhibit S-13.7, p 2. 
21 https://www.newlook.dteenergy.com/wps/wcm/connect/e862777b-ce94-4c81-8ef4-
ff88298abce1/rateCard.pdf?MOD=AJPERES. Retrieved 10/17/18. 
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Q. Are there any other identified benefits that this project will provide to the ratepayers 1 

beyond the energy generated at a competitive cost? 2 

A. Yes.  Company witness Feldmann identified multiple reasons for the Company’s interest 3 

in this pilot, some of which have a direct benefit to the ratepayer.22  Among these 4 

identified benefits to the ratepayer that are directly attributable to this project are: 5 

1) Retaining Ford as a bundled customer, keeping its 260.9 million kWh annual 6 

usage  7 

2) The additional estimated 62 million kWh annual load growth over the next 10 8 

years 9 

3) Improving the air quality of the surrounding area by allowing the retirement of 10 

boilers currently servicing the facilities 11 

4) Allowing the Company to retire a substation and 16 miles of underground cable 12 

that currently service the facility that are beyond their end of life 13 

Of these benefits, the greatest impact on the ratepayer is the retention of Ford as a 14 

bundled customer.  The Company estimates the retention of Ford, along with Ford’s 15 

projected annual load growth and avoided costs of replacement of the substation and 16 

cables, results in a present value of $102.1 million over the life of the 30-year contract.23   17 

The Company supported the retained margin value of $81.7 million for the 260.9 million 18 

kWh of annual usage from Ford in Exhibit A-28, schedule R1. 19 

Q. Is Staff recommending an adjustment to the capital expenditures shown in Exhibit A-12, 20 

schedule B5.1, page 2, line 32? 21 

                                                 
22The pre-filed direct testimony and exhibits of witness Robert D. Feldmann, pp 7-8. 
23Id., at, p 10. 
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A. No.  Based on Staff’s audit of the information provided by the Company in the pre-filed 1 

direct testimony of Company witness Feldmann and responses to Staff’s data requests, 2 

this project provides value to the ratepayers.  This value is derived by both retaining the 3 

Company’s largest customer as a bundled customer, while also providing energy at a 4 

comparable rate to other technology options.  If the Commission does not find the 5 

Company’s LCOE analysis adequate for the determination of reasonableness and 6 

prudence, Staff recommends the Commission order the Company engage in a competitive 7 

bidding process for the construction of the CHP plant. 8 

 Other Power Generation – Non-Routine: Combined Cycle - 2022 9 

Q. Is Staff recommending any adjustments to the “Other Power Generation Non-Routine” 10 

projects shown in lines 30-32 of exhibit A-12, schedule B5.1, page 2? 11 

A. Yes.  Staff recommends removal of all projected contingency expenditures included in 12 

line 30 of Exhibit A-12, schedule B5.1, page 2 (Combined Cycle – 2022 or Combined 13 

Cycle).  The projected contingency costs related to the Combined Cycle were provided 14 

by the Company in response to a Staff audit request.24  The Company has identified the 15 

inclusion of projected contingency in the amounts of $5.9 million for the 16-month 16 

bridge period ending 4/30/2019, and $4.633 million for the 12-month test year ending 17 

4/30/2020. 18 

Q. Please explain why Staff is recommending the removal of all projected contingency costs 19 

for the Combined Cycle project. 20 

                                                 
24 Exhibit S-13.9. 
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A. Staff’s recommendation to exclude contingency costs from inclusion in rate base is 1 

consistent with the removal of projected contingency costs in several of the 2 

Commission’s previous orders.  Among the recent Commission orders disallowing 3 

contingency are the November 19, 2015 Commission order in Case No. U-17735; the 4 

December 11, 2015 Commission order in Case No. U-17767; and the March 29, 2017 5 

Commission order in Case No. U-18322.  In these orders, the Commission has 6 

maintained “that inclusion of such items in rate base is not sound ratemaking practice”25 7 

and that “while contingency planning is an acceptable budgetary strategy, it is not 8 

appropriate for ratemaking.”26  Staff continues to view contingency as speculative in 9 

nature.  Contingency projections in ratemaking shift the risk associated with a project 10 

onto ratepayers and allows for the Company to collect a return of and on an investment 11 

that may not be made within the test year, or ever. 12 

Q. Has the Company provided an explanation to support the inclusion of projected 13 

contingency for this line item? 14 

A. Yes.  As detailed in Exhibit S-13.9, the Company has included these contingency costs 15 

because the Company believes these amounts to be consistent with the contingency 16 

amounts approved by the Commission in Case No. U-18419. 17 

Q. How did the Commission address contingency expenditures in Case No. U-18419, which 18 

approved the costs associated with the Company’s construction of the natural gas 19 

combined cycle plant? 20 

                                                 
25 In the matter of the application of Consumers Energy Company for authority to increase its rates for the generation 
and distribution of electricity and for other relief, 11/19/2015 Order, p 11, MPSC Case No. U-17735. 
26 In the matter of the application of DTE Electric Company for authority to increase its rates, amend its rate schedules 
and rules governing the distribution and supply of electric energy, and for miscellaneous accounting authority, 
12/11/2015 Order, p 19, MPSC Case No. U-17767. 
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A. The Commission approved a total project cost limit of $951.8 million for costs associated 1 

with the construction of the Combined Cycle facility, identified as “Combined Cycle – 2 

2022” in this case.27  This approved cost limit includes $37.2 million in contingency 3 

costs.28 4 

Q. Why is Staff recommending the projected contingency for the “Combined Cycle – 2022” 5 

line item receive the same disallowances as projected contingency expenditures in 6 

previous rate cases? 7 

A. Staff views the projected contingency costs for the Combined Cycle line item in this case 8 

to be speculative and inappropriate for inclusion in rates due to the legislation that guides 9 

Certificate of Necessity cases.  MCL 460.6s(9) specifically states, “The Commission 10 

shall not disallow recovery of costs an electric utility incurs in constructing, investing in, 11 

or purchasing an electric generation facility or in purchasing power pursuant to a power 12 

purchase agreement for which a certificate of necessity has been granted, if the costs do 13 

not exceed the costs approved by the Commission in the certificate.”   14 

As verified in Exhibit S-13.9, the Company has not yet incurred any contingency 15 

costs.  Although the Company has projected contingency in this case, these costs are 16 

speculative in nature, and the amount of contingency incurred could be any amount up to 17 

the projected amount or may not be incurred at all.  The Company’s projected 18 

contingency expenditures allow for a hypothetical range of possible contingency costs, 19 

but do not correlate with any planned spending on the construction of the Combined 20 

                                                 
27 In the matter of the application of DTE Electric Company for approval of certificates of necessity pursuant to MCL 
460.6s, as amended, in connection with the addition of a natural gas combined cycle generating facility to its 
generation fleet and for related accounting and ratemaking authorities,4/27/2018 Order, p 54, MPSC Case No. U-
18419. 
28 Id., at, p 53. 
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Cycle generation asset.  This is in contrast with other capital expenditures that have been 1 

projected for the Combined Cycle – 2022 line item.  Although other projected capital 2 

expenditures have been included in the Combined Cycle – 2022 line item, these expenses 3 

are planned for and known by the Company.  For example, the Company provided a 4 

detailed breakout of capital expenditures for this project in response to a Staff audit 5 

request, which also includes projected costs for the rest of calendar year 2018.29  The 6 

very nature of contingency, amounts set aside for cost items whose occurrence is 7 

uncertain,30 does not allow for reasonable assurance that these costs will be incurred, or 8 

the necessary level of detail to determine whether the costs are reasonable or prudent. 9 

It is inappropriate to allow the Company to earn depreciation and return on these 10 

projected costs that may never actually be incurred.  Without the Company providing 11 

information on what specific part of the construction of the project the contingency 12 

expenditures are expected to be spent on, and additional details on what perpetuated the 13 

need for these contingency expenditures to be made at all, it is impossible for Staff to 14 

properly review these costs for reasonableness and prudence.31 15 

Q. If the Company should incur actual contingency expenditures for non-routine capital 16 

projects, would Staff recommend recovery of those expenditures? 17 

A. If Staff found the incurred contingency expenditures to be reasonable and prudent after 18 

review, then Staff would recommend recovery of actual contingency expenditures in a 19 

future rate case. 20 

                                                 
29 Exhibit S-13.10. 
30 In the matter of the application of Consumers Energy Company for authority to increase its rates for the generation 
and distribution of electricity and for other relief, 11/19/2015 Order, p 11, MPSC Case No. U-17735. 
31 MCL 460.6s(9) also states, “The commission shall disallow costs the commission finds have been incurred as a 
result of fraud, concealment, gross mismanagement, or lack of quality controls amounting to gross mismanagement.” 
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Q. Does this complete your testimony? 1 

A. Yes, it does. 2 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Mr. DeCooman's exhibits, including

 3 13.8C, which is Confidential, S-13.8C?  (No response.)

 4 Hearing none, those exhibits are

 5 admitted.

 6 MR. SINGH:  Thank you, your Honor.  Next

 7 Staff moves for the admission -- or for the binding in of

 8 the Qualifications and Direct Testimony of Brad B. Banks,

 9 which consists of a cover page and six pages of questions

10 and answers, and there are no exhibits attached to

11 Mr. Banks' testimony.  

12 JUDGE WALLACE:  Is there any objection to

13 binding in the testimony of Mr. Banks?  (No response.)

14 Hearing none, the testimony is bound into

15 the record.

16 (Testimony bound in.)

17 -  -  - 
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Q. Please state your name, business address, and occupation for the record. 1 

A. My name is Brad B. Banks.  My business address is 7109 W. Saginaw Highway, 2 

Lansing, MI 48917.  I am employed by the Michigan Public Service Commission 3 

(MPSC or Commission) as a Departmental Analyst in the Energy Waste Reduction 4 

Section of the Energy Resources Division. 5 

Q. Please describe your educational background. 6 

A. I earned a dual Bachelor’s degree in History and English from Western Michigan 7 

University. 8 

Q. What is your work experience? 9 

A. I graduated from the Michigan State Police Academy in 1995, and worked as an 10 

enforcement officer in the Motor Carrier Division, obtaining the rank of Sergeant.  11 

I supervised the division investigation unit, worked as investigative liaison with 12 

state and federal enforcement agencies, worked in various capacities with the 13 

Training Division, and worked at the Michigan Intelligence Operations Center as 14 

part of the Federal Bureau of Investigation’s Fusion Center initiative.  I joined the 15 

MPSC in 2009, working in commercial vehicle licensing and regulation.  I 16 

transferred to the Energy Optimization (EO) section in 2015, which has been 17 

renamed the Energy Waste Reduction (EWR) section.  I have attended the Institute 18 

of Public Utilities Regulatory Studies Programs annually since 2015. 19 

Q. What does your work at the MPSC consist of? 20 

A. As a Departmental Analyst, I act as case coordinator for utility EWR plans 21 

(formerly known as EO plans), reconciliations, and plan amendment filings.  I am 22 

currently the MPSC Staff (Staff) lead on the EWR Low Income Workgroup and I 23 
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currently sit on the Policy Advisory Council of the Department of Health and 1 

Human Services Weatherization Assistance Program.   I am involved in projects 2 

with the Michigan Agency for Energy regarding low income, multi-family, and 3 

green building initiatives.  I have also been involved in the demand response and 4 

distributed energy workgroups.  I participate in the monthly EWR Collaborative 5 

meetings. 6 

Q. Have you previously filed testimony in proceedings before the Commission? 7 

A. I have filed written testimony in: 8 

 U-17771 Consumers Energy EWR Plan 9 

 U-18333    Indiana Michigan Power EWR Reconciliation 10 

 U-18263    Indiana Michigan Power EWR Plan 11 

 U-18268   DTE Gas EWR Plan 12 

 U-20028   Consumers Energy EWR Reconciliation 13 

            U-20035   DTE Gas Reconciliation 14 

 U- 20165   Consumers Energy IRP filing 15 

 U-20134   Consumers Energy Rate case 16 

 Previous to working for the Commission, I testified in civil and criminal judicial 17 

court proceedings.  I have orally testified in formal and informal hearings more than 18 

200 times. 19 
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Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to examine potential benefits that could be 2 

achieved in DTE Electric Company’s (the Company) Customer Service low 3 

income programs.  4 

Q. Are you sponsoring any exhibits? 5 

A. No. 6 

Q. Does Staff believe there are opportunities for the Company to have a more lasting 7 

and meaningful impact on their low income customers beyond bill payment 8 

assistance? 9 

A. Yes.  Staff would like to see the Company’s Customer Service Revenue 10 

Management and Protection (RM&P) section more closely align itself with the 11 

Company’s Energy Waste Reduction (EWR) section.     12 

Q. What would be the benefit of this alignment? 13 

A. In working collaboratively with the EWR section, the RM&P section could use 14 

the information it has regarding those customers who struggle with their bill 15 

payment, those in arrearage or facing disconnect, to target those customers for 16 

EWR weatherization measures in addition to enrolling them in the Company’s 17 

Low Income Self Sufficiency Plan (LSP).      18 

Q. What customer benefits would be realized by employing this two pronged 19 

approach? 20 

A. The LSP program is designed to assist customers to extricate themselves from 21 

their arrearage situation, promote good payment habits, and reduce energy 22 

consumption.  It does not, however, address one of the primary causes of a low 23 
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income arrearage situation:  the quality of the housing stock in which the low 1 

income community is often forced to live.    2 

Q. How does housing stock affect the ability to pay an electric bill?    3 

A. One of the goals of the LSP program is to reduce energy consumption.  However, 4 

very often in low income housing, it is the building itself that causes the high 5 

consumption which leads to arrearage, and not frivolous energy consumption.  By 6 

engaging the housing that the low income customers are forced to live in because 7 

of their economic status with weatherization measures, the Company can directly 8 

affect high energy consumption.  By making the housing more energy efficient, 9 

the customer will use less energy to achieve the same level of comfort. 10 

Q. Is there a large low income population in the Company’s service territory? 11 

A. Yes.  As examples, in Oakland County, according to the 2017 United States 12 

Census Bureau, the low income population was 8.7%.  In Wayne County the low 13 

income population comprises 22.9% of that county’s entire population.  Those 14 

low income populations, living in poor quality housing with inefficient heat 15 

sources, are the ones who will find themselves in an arrearage situation. 16 

Q. What other factors indicate that Weatherization measures would have a positive 17 

impact on the Company’s low income community? 18 

A. On page 6 of the testimony of Company witness Tamara Johnson it is stated that 19 

for 2017, 64.17% of Company RM&P expense was allocated to DTE Electric.  20 

This is a clear indication that those customers who are unable to pay their bills are 21 

heating with electricity. 22 

Q.   What would the impact of weatherization be on the Company? 23 

4206



DIRECT TESTIMONY OF BRAD B. BANKS 
CASE NUMBER U-20162 

PART II 
 

5 
 

A. The Company would significantly reduce the expenses associated with arrearages, 1 

shut-offs, and write offs. 2 

Q. Are there other areas Staff would like to see the Company address? 3 

A. Yes.  Staff sees an opportunity for the Company to take the lead on standardizing 4 

the certification of its weatherization contractors to align with the high standards 5 

required by the Michigan Department of Health and Human Services, Bureau of 6 

Community Action and Economic Opportunity Weatherization Training Center.  7 

The Company’s network of trade allies is so strong that the Company has an 8 

opportunity to play a pivotal role in eliminating the current two level certification 9 

system in Michigan, and help make Michigan’s weatherization programs a 10 

national model.    11 

Q; Are there other issues Staff would like to see the Company address with EWR? 12 

A. Yes.  Once the Company has met their savings goals, Staff would like to see the 13 

Company invest in health and safety deferral issues with their Community Action 14 

Agency partners, especially in low-income housing, to reach their projected 15 

spending goals.  Weatherization deferrals occur in housing stock that has health 16 

and safety problems with the actual structure (mold, wiring, leaking roofs, 17 

asbestos) which cause the contractor to defer the energy efficiency upgrades until 18 

the health and safety issue has been corrected.  These issues arise frequently in 19 

low income housing, the occupants of which cannot afford to fix the deferral 20 

problem.   Once the deferral issues have been rectified, the Company could then 21 

garner the EWR savings made available from this otherwise unavailable housing 22 

stock.    23 
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Q. How does the deferral rate affect DTE electric customers? 1 

A. In the Oakland-Livingston Community Action Agency area the weatherization 2 

deferral rate for 2017 was 55%.  For the Wayne Metropolitan Community Action 3 

Agency the deferral rate in 2017 was 67%.  In 2016, it was 75%.  Essentially 3 4 

out of every 4 homes had such significant health and safety issues that any type of 5 

energy efficiency weatherization measures were unable to be completed.             6 

Q. Does this conclude your testimony? 7 

A. Yes.   8 
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 1 MR. SINGH:  Thank you, your Honor.  Staff

 2 now moves to bind in the Qualifications and Direct

 3 Testimony of Karen M. Gould, which consists of a cover

 4 page and seven pages of questions and answers.  Ms. Gould

 5 sponsored Exhibit S-14.0 and Exhibit S-14.1, and I

 6 request -- or I move for the admission of those exhibits

 7 at this time.  

 8 JUDGE WALLACE:  Is there any objection to

 9 binding in the testimony of Ms. Gould?  (No response.)

10 Hearing none, the testimony is bound into

11 the record.

12 (Testimony bound in.)

13 -  -  - 

14
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 1

Q. Please state your full name, business address and occupation. 1 

A.  My name is Karen M. Gould, and my business address is 7109 W. Saginaw, Lansing, MI 2 

48917.  I am employed by the Michigan Public Service Commission (MPSC or 3 

Commission) as an Auditor in the Energy Waste Reduction Section of the Energy 4 

Resources Division. 5 

Q. Describe your education and professional background. 6 

A.  I graduated from Davenport University with a Bachelor of Science degree in Accounting.  7 

I commenced employment with the Commission in 2006.  From 2006 until 2009, I was 8 

charged with auditing the expenditures of the Low-Income Energy Efficiency Fund 9 

(LIEEF).  Projects included the selection of grantees, audits of each individual grantee 10 

who was awarded funding through the LIEEF program, and payment processing.  11 

In 2009, I began my current position working for the Energy Waste Reduction section 12 

(formerly Energy Optimization or EO) as the financial auditor of the Energy Waste 13 

Reduction (EWR) program expenditures.  In this position I was responsible for the 14 

auditing of rate regulated utilities’ annual reconciliation of their EWR program expenses 15 

and annual reports.  I also worked on the review of utility plan filings for their Energy 16 

Waste Reduction biennial plans and amendments. In this position I have taken on several 17 

special projects such as grant administrator of the Michigan Saves Energy Efficiency 18 

Financing program.  From 2009 through present, I have annually attended the Institute of 19 

Public Utilities Regulatory Studies Program.  The course work is designed specifically 20 

and exclusively to meet the needs of public-sector regulatory professionals.  Also, in 21 

2009, I spent a week in Nigeria with the Nigerian Electricity Regulatory Commission 22 

through NARUC where I prepared and presented sessions to the Nigerian Federal 23 
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Electricity Regulatory Commission Staff on the topics of 2008 Public Act 295 (PA 295) 1 

and other regulated energy issues.  In September of 2009, I attended Building Financial 2 

Institute’s Building Analyst Training.  This was a comprehensive home energy 3 

assessment with coursework in building envelope evaluation, thermal and pressure 4 

boundaries, air sealing, and building airflow standards and calculations.  From 2009-5 

2011, I was the Chair of the EO Evaluation Collaborative Workgroup.  This 6 

Collaborative, created in Case No. U-15805 et al., consisted of all electric and natural gas 7 

utilities subject to the MPSC’s jurisdiction under PA 295, as well as State-wide 8 

participation of non-profit organizations, environmental groups, and other State of 9 

Michigan government departments.  In April of 2017, PA 295 was amended by Public 10 

Act 342 (PA 342) which continues the requirements for energy efficiency programs with 11 

specific savings targets by all electric and gas utilities in Michigan.  In 2017, I was 12 

designated the Staff lead to address the plug-in electric vehicle effort.  In that role, I 13 

spearheaded the collaborative discussions in order to develop staff recommendations for 14 

testimony.  In December of 2017, I was promoted to serve as Acting Manager of the 15 

EWR Section and assumed the role in an official capacity in October 2018. 16 

Q.  Have you ever testified before the Michigan Public Service Commission? 17 

A.  Yes, I have testified in the following cases: 18 

Case No. U-15806  DTE – Electric Plan Amendment 19 

Case No. U-15890 DTE – Gas EO Plan Amendment 20 

Case No. U-16412 Consumers Energy - EO Plan Amendment 21 

Case No. U-17049 DTE – Gas EO Plan Amendment 22 

Case No. U-17050 DTE – Electric EO Plan Amendment 23 
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Case No. U-17138 Consumers Energy - EO Plan Amendment 1 

Case No. U-18261 Consumers Energy - EWR Plan Filing 2 

Case No. U-18263 Indiana Michigan Electric Co. - EWR Plan Filing  3 

Case No. U-18270 SEMCO Gas Company - EWR Plan Filing 4 

Case No. U-18333 Indiana Michigan Electric Co. - EO Reconciliation 5 

Case No. U-18262 DTE Electric – Electric EWR Plan Filing 6 

Case No. U-18268 DTE Gas – Gas EWR Plan Filing 7 

Case No. U-18419 DTE Electric – CON Case 8 

Case No. U-20134 Consumer Energy – Electric Rate Case   9 
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Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to provide an update on MPSC Staff (Staff) engagement 2 

with stakeholders on the topic of EWR savings impact on sales forecasting in electric rate 3 

cases.   4 

Q. Are you sponsoring any exhibits? 5 

A. Yes: Exhibit S-14.0 (KMG-1) 6 
  Exhibit S-14.1 (KMG-2) 7 

Q. Did the Commission adopt DTE Electric Company’s (the Company) sales forecast in the 8 

prior electric rate case, U-18255, including the historical and projected energy efficiency 9 

savings included in that forecast? 10 

A. No.  In the final order dated April 18, 2018, pages 35-36, the Commission supported the 11 

Staff’s sales forecast, that was inclusive of a leap year adjustment, “because it more 12 

accurately forecasts sales and revenues by accounting for the temporarily higher decline of 13 

sales.”  Staff’s forecast, by inference, would adopt any historical energy efficiency savings.   14 

Q. In the final order in U-18255, did the Commission make any requests for additional 15 

information on the sales forecasting methodology to be included in the next rate case filing? 16 

A. Yes. The Commission recognized that having additional detail on the sales forecasting 17 

model would be helpful, as well as information describing how the Company evaluates the 18 

accuracy of the model in predicting the future.  The final order had separate directions for 19 

the Company and Staff.   The Commission directed the Company as follows: 20 

… [A]s it noted in the March 29, 2018 order in Case No. U-18322, the 21 
Commission looks to the Staff to engage with stakeholders on the topic of 22 
the effect of energy waste reduction (EWR) on sales forecasting through the 23 
EWR collaborative, or other forums in the future.  The topic of offsets to 24 
EWR savings is ripe for further analysis and discussion given the reliance 25 
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on EWR as a resource, and the importance of load forecasting accuracy to 1 
planning, reliability, and rate setting.1   2 

  3 
Q. Has Staff started a stakeholder engagement process in the EWR Collaborative to discuss 4 

EWR and sales forecasting? 5 

A. Not at this time.  The preliminary step before that is for Staff to review and understand 6 

Company specific forecast methods.  On August 9, 2018, Company representatives met 7 

with Staff and reviewed the forecasting methodology and described the incorporation of 8 

EWR savings into the energy sales forecast and the subsequent evaluation methodology 9 

used to gauge the accuracy of the forecasting models at predicting historic trends. Staff 10 

conducted a similar review for Consumers Energy as part of their current rate case filing 11 

in U-20134.   Following the filing of testimony in both cases, Staff intends to place this 12 

topic on the agenda of the EWR Collaborative, specifically with respect to discussing the 13 

apparent offsets to decreases in energy use by residential customers, as specifically 14 

mentioned by the Commission.  15 

Q. How did the Company respond in this rate case? 16 

A. Additional information was provided by Company witness Markus Leuker. Company 17 

witness Leuker expanded on his analysis by adding that after forecast results are compared 18 

with historical performance, future EWR program impacts are implicitly included.  During 19 

the meeting Staff had with the Company’s forecasting team, Staff was informed that 20 

process improvements are being implemented to the sales forecast methodology to 21 

explicitly address EWR programs, electric vehicles, and customer owned generation.  The 22 

                                                 
1 U-18255, page 36. 
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Company advised that in their next PSCR filing they would begin to incorporate and 1 

explain this more refined methodology. 2 

Q. Does the Company provide detailed information about actual historical EWR program 3 

outcomes and future EWR program expectations that may impact forecasting results? 4 

A. Through audit requests, Staff was able to obtain historical EWR program outcomes which 5 

is presumed to have some effect on the forecast.  As shown in Staff exhibit S-14.0 (KMG-6 

1), Company witness Leuker states: 7 

“The exact utility funded energy efficiency program savings that are a part of 8 
historical sales figures cannot be specifically provided because metered 9 
end-use saving shapes are not available for the programs. However, the 10 
deemed energy efficiency savings are presumed to be implicitly included in the 11 
historical sales figures. The energy efficiency savings are identified in the 12 
attached U-20162 Audit KG-1.1 Historical Reconciled EWR Savings.” 13 
 14 

Q. Did you verify the provided energy efficiency savings identified with the audit response? 15 

A.  Yes, the Company provided energy efficiency savings which match actual EWR savings 16 

reconciled through the Company’s EWR annual reports.  These savings figures go through 17 

a rigorous evaluation, measurement and verification (EMV) process by an independent 18 

third party, as part of the EWR program requirements mandated by PA 295, as amended 19 

by PA 342.  20 

Q. How does the Company explain their methodology for incorporating EWR savings impacts 21 

on future sales forecasts?  22 

A. The Company states that EWR is implicitly captured in the forecast.  Since EWR is not 23 

explicitly removed from historical sales, it’s effects on future sales predictions will be 24 

captured in the subsequent results of the modeling and analysis of those results.  25 

Q. Does Staff have an initial opinion regarding the reasonableness of the process in which 26 

the Company accounts for EWR within the sales forecasting methodology? 27 
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A. Not at this time.  Although the process the Company uses for incorporating EWR savings 1 

into their sales forecasting method seems reasonable, different opinions from national 2 

experts and stakeholders in the energy efficiency field show that different methodologies 3 

could be considered reasonable.  The Company provided, through audit requests, actual 4 

historical sales compared to the forecasted sales the Company had derived.  Looking at 5 

Exhibit (S-14.1) KG-2, the Company has had very little difference between forecasted 6 

sales and actual historical sales.  Because historical forecast methodologies are not 7 

necessarily an accurate predictor of future forecast accuracy, Staff anticipates continued 8 

active discussions with utilities and subsequently the EWR Collaborative to discuss 9 

different methodologies and options available for accounting for EWR in sales 10 

forecasting.  These discussions will help discern whether there is a best practice for 11 

Michigan utility providers or whether there may be multiple adequate options.     12 

Q. Does that conclude your testimony? 13 

A. Yes.14 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of the exhibits sponsored by Ms. Gould?

 3 (No response.)

 4 Hearing none, those exhibits are

 5 admitted.

 6 MR. SINGH:  Thank you, your Honor.  Staff

 7 now moves to bind in the Rebuttal Testimony of Heather A.

 8 Cantin, which consists of a cover page and eight pages of

 9 questions and answers.  Ms. Cantin did not sponsor direct

10 testimony in this hearing.

11 JUDGE WALLACE:  Any exhibits?

12 MR. SINGH:  There are no attached

13 exhibits.

14 JUDGE WALLACE:  Is there any objection to

15 the binding in of the rebuttal testimony of Ms. Cantin?

16 (No response.)

17 Hearing none, Ms. Cantin's rebuttal

18 testimony is bound into the record.

19 (Testimony bound in.)

20 -  -  - 

21

22

23

24

25
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1 
 

Q.  Please state your name, address, and occupation. 1 

A.  My name is Heather A. Cantin and my business address is 7109 West Saginaw 2 

Highway, Lansing, Michigan 48917.  I am employed by the Michigan Public 3 

Service Commission (MPSC or Commission) as a Departmental Analyst in the 4 

Resource Adequacy and Retail Choice Section of the Energy Resources Division 5 

(ERD). 6 

Q. Please describe your educational background. 7 

A. I earned a Bachelor of Business Administration majoring in Marketing and 8 

minoring in General Business from Western Michigan University in 2007.  I have 9 

attended utility regulatory sessions sponsored by the National Association of 10 

Regulatory Utility Commissioners and completed the two-week Annual 11 

Regulatory Studies Program at Michigan State University.  In addition, I attend 12 

the Michigan Forum sponsored by the Institute of Public Utilities each year and 13 

have attended various in-state conferences on electric choice issues.  In the fall of 14 

2012, I attended the two-day National Energy Marketers Association (NEM) Fall 15 

Leadership Roundtable Forum at Michigan State University, which included 16 

discussions on electric and gas choice programs in the state.  Also, I attended the 17 

18th annual National Energy Restructuring Conference sponsored by NEM in 18 

Washington D.C., which included a diverse group of stakeholders with 19 

presentations and discussions on electric and gas choice programs throughout the 20 

United States. 21 

Q. Please describe your professional background with the State of Michigan. 22 
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2 
 

A. I started my employment with the State of Michigan in March 2011 with the 1 

Michigan Public Service Commission as a Departmental Analyst under the 2 

Financial Analysis & Customer Choice Section of the Regulated Energy Division 3 

working on customer choice related issues.  Currently, I am a senior level 4 

Departmental Analyst in the Resource Adequacy and Retail Choice Section of 5 

ERD.  6 

Q. Please describe your responsibilities in the Resource Adequacy and Retail Choice 7 

Section of the MPSC. 8 

A. I am responsible for all aspects of the licensing process pertaining to applications 9 

filed by Alternative Electric Suppliers (AES) and Alternative Gas Suppliers 10 

(AGS).  I review the AES and AGS applications to determine if they meet the 11 

Commission’s requirements and then provide a recommendation to my manager, 12 

director, and the Commission.  Also, I continuously update the gas and electric 13 

choice pages of the MPSC’s website, as well as maintain and update Michigan’s 14 

natural gas price comparison website, www.mi.gov/CompareMIGas.  I am 15 

responsible for responding to all aspects of supplier, utility, and customer issues 16 

on both the gas and electric choice programs.  My duties also include overseeing 17 

the collection and reporting of Code of Conduct Complaints for all electric 18 

providers, reviewing alternative suppliers’ marketing materials for residential and 19 

small commercial customers, and maintaining supplier files.  Additionally, I assist 20 

the Commission on matters relevant to the operations of the customer choice 21 

programs.  Furthermore, I perform or have performed a variety of other division-22 

wide functions such as collecting annual financial utility reports and forms, 23 
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preparing the annual Public Utility Assessment (PUA) Report and Status of 1 

Electric Competition Report, and acting as the division web editor. 2 

Q. Have you previously participated in any Commission cases?3 

A. Yes.  I have been involved or participated in the following cases:4 

Case No. Company Description5 

U-16513:   Michigan Gas Utilities Reservation Charge 6 
7 

U-16794:  Consumers Energy Rate Case (ROA Tariff Changes) 8 
9 

U-16855:  Consumers Energy Gas Rate Case  10 
11 

U-16969:  Continental Energy Systems Merger & Acquisition (SEMCO)12 
13 

U-17047:  DTE Gas Company Ex Parte Gas Choice Tariff Changes  14 
15 

U-17087:  Consumers Energy Rate Case (ROA Tariff Changes) 16 
17 

U-17131:  DTE Gas Company (GCR) Reservation Charge18 
19 

U-17148:  HomeWorks Tri County Ex Parte Choice Tariff Changes 20 
21 

U-17137:  Nordic Marketing, LLC AES License Revocation  22 
23 

U-17273:  Michigan Gas Utilities Rate Case (Gas Choice Tariff Changes) 24 
25 

U-17274:  UPPCO Rate Case (ROA Tariff Additions) 26 
27 

U-17332:  DTE Gas Company (GCR)   Reservation Charge28 
29 

U-17432:  Cloverland Electric Co-Op  Complaint Case30 
31 

U-17487:  DTE Gas Company Ex Parte Gas Choice Tariff Changes 32 
33 

U-17580:  Commission’s own motion    Compare MI Gas Website34 
35 

U-17684:  DTE Electric Company Ex Parte ROA Tariff Changes 36 
37 

U-17866:  Glacial Energy of Michigan  AES & AGS License Revocation38 
and Glacial Natural Gas, Inc.  39 
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 U-17882:  Consumers Energy   Rate Case (Gas Choice Tariff Changes) 1 
 2 
 U-17900: Consumers Energy  Gas Choice Tariff Changes  3 
 4 
 U-18192:  DTE Electric Company Ex Parte ROA Tariff Changes 5 
 6 
 U-18196:  Presque Isle Electric & Gas  Objection to 2016/2017 PUA 7 
 8 
 U-18441:   Commission’s Own Motion Capacity Demonstration (2018-2021) 9 
  10 
 U-18999:   DTE Gas Company  Rate Case (GCC Notification Letter) 11 
 12 
Q. Have you previously prepared testimony in any Commission cases? 13 

A. Yes.  I have provided testimony in the following cases: 14 

 Case No. Company Description     15 

 U-18115:  Commission's Own Motion    Implementation of PA 299 of 1972 16 
  17 
 U-18239: Consumers Energy  Implementation of PA 341 Section 6w 18 
 19 
 U-18248: DTE Electric Company Implementation of PA 341 Section 6w 20 
 21 
 U-18255: DTE Electric Company Rate Case (ROA Tariff Changes) 22 
 23 
 U-18370:   Indiana Michigan Power Co Rate Case (OAD Tariff Modifications) 24 
 25 
 U-18424:   Consumers Energy  Gas Rate Case (GCC Bill Comparison)26 
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Q. What is the purpose of your testimony in this proceeding? 1 

A. The purpose of my testimony is to respond to the proposed recommended changes 2 

to DTE Electric Company’s (DTE or the Company) Retail Access Service Rider 3 

(RASR) made by Energy Michigan witness Alexander J. Zakem in his Direct 4 

Testimony.  5 

Q. Are you sponsoring any exhibits in this proceeding? 6 

A. No.  7 

Q. Does MPSC Staff (Staff) oppose the initially proposed changes to the “Return to 8 

Full Service” provisions in DTE’s RASR as proposed by Company witness 9 

Timothy A. Bloch? 10 

A. No. Given the current state of Michigan’s electric choice program structure as 11 

described by Company Witness Bloch in his direct testimony (p 17-18), Staff 12 

agrees that less restrictive return to service provisions as proposed by the 13 

Company for non-residential customers seems appropriate. 14 

Q.  Has Staff reviewed the additional RASR tariff recommendations proposed by 15 

Energy Michigan witness Zakem? 16 

A.  Yes.  17 

Q.  Does Staff oppose Energy Michigan’s proposed recommendation to retain the two 18 

options under the current Section E4.3.B for (i) Option 1 – 12 month Service 19 

Commitment and (ii) Option 2 – Short Term Service? 20 

A. No. Staff does not oppose retaining these two options within the tariff.  However, 21 

based on Michigan’s current electric choice program structure, Staff does not 22 

4224



DIRECT TESTIMONY OF HEATHER A. CANTIN 
CASE NUMBER U-20162 

PART II 
 

6 
 

believe Energy Michigan witness Zakem (p 21, line 11) is correct that retaining 1 

these provisions will protect the utility from “gaming.” 2 

Q.  Why does Staff not believe that retaining these provisions will protect the utility 3 

from “gaming”? 4 

A.  Energy Michigan witness Zakem claims that the issue of “short-term gaming” 5 

exists regardless of industry structure (p 18, line 17).  Witness Zakem describes 6 

“gaming” as something that “could occur if a customer can switch to Electric 7 

Choice for short period when market prices are low and then switch back to full 8 

service when market prices are high.” (p 18, lines 7-9). While the tariff changes as 9 

proposed by DTE would allow an AES customer to switch from electric choice 10 

service back to full service at any time, Staff disagrees that Michigan’s current 11 

electric choice market structure allows for “short stays by Electric Choice 12 

customers who return to full service,” as stated by witness Zakem (p 18, lines 14-13 

15). Since 2008 Public Act 286 was passed capping DTE’s electric choice 14 

program at 10% of their average weather-adjusted retail sales for the preceding 15 

calendar year, DTE’s electric choice participation has steadily been at or above 16 

10% participation. This means that there is a “waitlist” to take electric choice 17 

service from an AES within DTE’s service territory and that any full service 18 

customer that wishes to take electric choice service would be placed in DTE’s 19 

electric choice enrollment queue (queue) where they would wait until their 20 

allotment became available under the 10% cap. Given the current waitlist of 21 
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customers in DTE’s queue1, it seems impossible for an electric choice customer to 1 

return to full service for a “short stay” before taking service through an AES again 2 

and unlikely that these tariff provisions would be used anytime soon.  However, 3 

Staff would agree that should there be new legislation enacted that opens up 4 

electric choice for full participation, these tariff provisions would retain flexibility 5 

for the customer and protect the utility from short-term customer switching. 6 

Q. Does Staff oppose Energy Michigan’s proposed recommendation to clarify 7 

certain language relating to the responsibilities of DTE to provide metered data to 8 

both the customer and/or the customer’s designated supplier? 9 

A. No. Staff does not oppose the proposed RASR tariff changes as outlined in 10 

Exhibit EM-5 (AJZ-5). Staff is supportive of clarifying tariff language and 11 

streamlining procedures for the betterment of the program and all parties 12 

involved.  However, Staff would like to note for the record that the process of 13 

providing meter data to a DTE electric customer and/or the customer’s designated 14 

supplier is not something that Commission Staff is typically privy to. This is 15 

handled between DTE and the customer or the customer’s supplier directly. Staff 16 

will only get involved at the request of the supplier and/or the utility if there is an 17 

issue with the data or an issue obtaining the data in general. Staff believes it is 18 

reasonable for suppliers to request that data needed for billing be issued in a 19 

timely and accurate manner. 20 

                                                 
1 https://www.newlook.dteenergy.com/wps/wcm/connect/dte-web/dte-pages/electric-choice-cts/electric-
choice-cts?id=943fbc98-61aa-47e3-a7e3-
a7f40c5b6282&isdraft=true&WCM_Page.ResetAll=TRUE&CACHE=NONE&CONTENTCACHE=NON
E&CONNECTORCACHE=NONE&SRV=Page  
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Q.  Is Staff proposing any other modifications to DTE’s RASR Tariff? 1 

A. Yes. 2 

Q. What RASR tariff modification is Staff proposing? 3 

A.    Staff is proposing to remove a specific date referenced in Sheet E 6.00, Section 4 

E2.6.1(C). Specifically, Staff proposes the following modification:  5 

 “Customers who desire to expand load at their facility, where expand 6 
means to connect new load through an existing meter, but are not eligible 7 
to expand the retail access service load at their facility above the Cap on 8 
Choice Participation in accordance with the most recently approved 9 
procedures adopted by the MPSC in Case No. U-15801 on September 29, 10 
2009, must install separate metering, at their expense, in order to measure 11 
and bill the Full Service portion of their facility load.”  12 

 Staff’s proposed modification allows this language to continually be precise 13 

regardless of any updated electric choice procedures that may be approved in 14 

Case No. U-15801 going forward. 15 

Q.  Does this conclude your testimony? 16 

A. Yes it does. 17 
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 1 MR. SINGH:  Thank you, your Honor.  Staff

 2 now moves to bind in the Qualifications and Direct

 3 Testimony of Kevin S. Krause, which consists of a cover

 4 page and 14 pages of questions and answers.  Attached to

 5 Mr. Krause's direct testimony, he sponsored Exhibit S-17.

 6 Mr. Krause also sponsored rebuttal testimony in this

 7 proceeding, consisting of a cover page and 15 pages of

 8 questions and answers.  

 9 JUDGE WALLACE:  Is there any objection to

10 binding in the direct and rebuttal testimony of

11 Mr. Krause?  (No response.)

12 Hearing none, that testimony is bound in.

13 (Testimony bound in.)

14 -  -  - 

15
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 1 

Q.  Please state your name and business address. 1 

A. My name is Kevin S. Krause, and my business address is 7109 W. Saginaw Highway, 2 

Lansing, MI 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (Commission or MPSC) as an 5 

Auditor within the Regulated Energy Division, Rates and Tariff Section. 6 

Q. How long have you been employed by the MPSC and what are your duties? 7 

A. I have been employed by the MPSC since February of 2009.  I was assigned to the Revenue 8 

Requirements Section to analyze and make recommendations regarding Rate Base, Net 9 

Operating Income, and Depreciation issues in general rate cases and depreciation rate 10 

cases.  In August of 2012, I was transferred to the Renewable Energy Section.  In 11 

November of 2016, I was transferred to the Rates and Tariff Section.   12 

Q. Please describe your educational background. 13 

A. I graduated from the University of Michigan in 1990 with a Bachelor of Science degree in 14 

Nuclear Engineering.  I received a Master’s degree in Nuclear Engineering from the same 15 

school in 1991.  I also received a Master’s in Business Administration from Michigan State 16 

University in 1999.  I have taken classes as part of the Certified Public Accountant 17 

preparation program at Lansing Community College.  I also attended the Institute of Public 18 

Utilities - Regulatory Studies Program at Michigan State University.  In the fall of 2010, I 19 

completed the Depreciation Basics Training conducted by the Society of Depreciation 20 

Professionals (SDP).   21 

Q. Please describe your professional background. 22 
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A. From 1992 to 1997, I worked as a Nuclear Engineer for B & W Fuel Company in 1 

Lynchburg, Virginia.  My duties there included performing fuel cycle analysis and related 2 

calculations.  In 1998, I was a procurement intern with Public Service Electric and Gas 3 

Company of Newark, New Jersey.  From 2002 to 2010, I was an adjunct professor of 4 

Mathematics at Lansing Community College.   5 

Q. Have you previously presented testimony or helped develop Staff’s position in cases before 6 

the MPSC? 7 

A. Yes, I have filed or developed Staff’s position in the following cases: 8 

 U-15768:  Detroit Edison Electric - AFUDC 9 

 U-15935:  Alpena Power - Operations and Maintenance (O&M) Expense 10 

 U-15985:  Michigan Consolidated Gas Case - Revenue Deficiency 11 

 U-15986:  Consumers Energy Gas Case - Rate Base  12 

 U-16180:  Indiana Michigan Electric Case - Rate Base 13 

 U-16166:  Upper Peninsula Power Company – O&M Expense 14 

 U-16169:  SEMCO Energy Gas Company – O&M Expense 15 

 U-16417:  Upper Peninsula Power Company Electric Case - Revenue Deficiency  16 

 U-16475:  Northern States Power Company Electric Case - Revenue Deficiency  17 

 U-16794:  Consumers Energy Electric Case - Rate Base 18 

 U-16801:  Indiana Michigan Electric Case - Rate Base 19 

 U-16855:  Consumers Energy Gas Case - Rate Base 20 

 U-17026:  Indiana Michigan Certificate of Necessity – Accounting 21 

 U-17303:  Indiana Michigan Renewable Energy Plan 22 

 U-17321:  Consumers Energy 2012 Renewable Reconciliation 23 
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 U-17323:  Indiana Michigan 2012 Renewable Reconciliation 1 

 U-17429:  Consumers Energy Certificate of Necessity – Accounting 2 

 U-17631:  Consumers Energy 2013 Renewable Reconciliation 3 

 U-17632:  DTE Electric 2013 Renewable Reconciliation - Rebuttal 4 

 U-17633:  Indiana Michigan 2013 Renewable Reconciliation 5 

 U-17767:  DTE Electric Rate Case – Certain Nuclear Expenses 6 

 U-17803:  Consumers Energy 2014 Renewable Reconciliation 7 

 U-18014:  DTE Electric Rate Case – Renewable Expenses 8 

 U-18090:  Consumers Energy – Avoided Cost 9 

 U-18091:  DTE Electric – Avoided Cost 10 

 U-18322:  Consumers Energy – Standby Rates – Rebuttal 11 

 U-18255:  DTE Electric – Standby Rates – Rebuttal 12 

 U-18259:  Presque Isle Gas – Cost of Service and Rate Design 13 

 U-18424:  Consumers Energy Gas Rate Case – Other Gas Revenue 14 

 U-18999:  DTE Gas Rate Case – Other Gas Revenue and Rate Design 15 

 U-20106:  DTE Gas – Credit A 16 

 U-20115:  SEMCO Energy Gas Company – Credit A  17 

 U-20182:  SEMCO Energy Gas Company – Credit B 18 

 U-20134:  Consumers Energy Rate Case – Standby and Electric Vehicle Rates 19 

 20 
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Q.  What is the purpose of your testimony? 1 

A. The purpose of my testimony is to provide Staff’s position on the Distributed Generation 2 

(DG) tariff, which is also known as Rider 18, to present Staff’s position regarding cost-of-3 

service and rate design for electric vehicles (EV), and comment on EV and Standby tariffs.   4 

Q.  Are you including an exhibit with your testimony? 5 

A. Yes, I am filing Exhibit S-17 entitled System Access Contribution.   6 

Q. Does Staff agree with the Company’s proposed System Access Contribution (SAC)? 7 

A. No.  Staff evaluated the appropriateness of the SAC by comparing how customers’ usage 8 

changes due to DG compare to usage changes for other reasons, including Energy Waste 9 

Reduction (EWR), as well as examining the impact of SAC on a variety of distributed 10 

generation customers including the average customer, and the hypothetical extreme 11 

customers.  The tariff should be capable of accounting for some of the items that Net 12 

Energy Metering (NEM) is not capable of, such as how the self-generators interact with 13 

the system.   14 

Q. Do usage changes associated with DG customers differ significantly enough from usage 15 

changes for other reasons, for example, EWR, to justify treating DG customers differently? 16 

A. No.  As stated in Staff’s DG Report, they do not1.  Both EWR and DG are capable of 17 

reducing the customer requirements served by the utility.  However, there are a few 18 

principle differences of great magnitude.   The primary one is that EWR will never export 19 

energy to the utility.  Additionally, EWR is basically incapable of reducing a customer to 20 

no net load served by the utility.   Conversely, energy that is generated and consumed on-21 

site can look a lot like EWR.  However, given the small number of DG customers and the 22 

                                                 
1 See MPSC Staff Final Distributed Generation Report, pp. 2, 12, 18, 24-25, 28. 
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fact that these differences are well within the normal variation within the class’ usage 1 

characteristics, DG customers should not be treated as a separate class2.  The Company is 2 

effectively claiming that they should by proposing the SAC.  The SAC is intended to collect 3 

distribution based on the imputed energy that would have provided if the customer had not 4 

installed DG.  However, as pointed out in Staff’s report, usage can increase or decrease for 5 

any number of reasons such as change in household size, EWR, or the addition of a new 6 

end use, like an electric vehicle.  It is not appropriate to impute usage that would have been 7 

had not the customer installed DG, just as it would be inappropriate for any other customer 8 

who reduces their usage for any other reason.  The measured amount of total inflow, 9 

whether by demand or energy, is the appropriate measure for determining distribution 10 

usage not just for DG customers, but for all customers. 11 

Q. Don’t the “demand ratchets” that apply to distribution demand charges have a similar 12 

function? 13 

A. Only somewhat.  These demand ratchets are intended to ensure that customers are charged 14 

the appropriate amount of demand costs.  As these customers tend to be larger, their 15 

individual demands are not as smoothed out by diversity.  Therefore, it is more appropriate 16 

to recognize that their highest demand is that associated with creating the costs intended to 17 

be collected through the charge.  These ratchets, however, only apply over the course of a 18 

year.  If a customer reduces their demand, the amount charged to them will be lowered 19 

after no longer than 12 months.  The SAC acts as an infinite ratchet, as the amount of costs 20 

associated with a certain group of customers are locked in to what they would have been 21 

without the demand reduction.  This is unfair.  In addition, as the SAC is generic for each 22 

                                                 
2 See MPSC Staff Final Distributed Generation Report, pp. 2, 12, 18, 24-25, 28. 
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customer within the class, it does not reflect the specifics of each customer, divorcing the 1 

charge completely from any given customer’s actual use of the system. 2 

Q. Are there other operational issues with regards to DG customers’ usage characteristics? 3 

A. Yes.   Peak usage of the residential distribution system occurs several hours later than the 4 

system peak.  Presumably this is due to residential customers coming home from work and 5 

using electricity in the evening.  The distribution system is designed to handle peak flows 6 

so the cost causation of residential distribution is primarily caused in the evening hours.   7 

When people speak of solar offsetting peak, they are usually talking about the system 8 

power supply peak.  Solar does a much poorer job of offsetting the residential distribution 9 

peak.   10 

Q. Does the Inflow methodology without the SAC correctly collect costs for distribution? 11 

A. Yes.  Distribution should be paid for according to the actual metered service received from 12 

the utility.  The appropriate amount of service is determined by the total inflow.  Netting 13 

the inflow over any time period results in an undermeasurement of distribution service.  14 

The rate design for receiving electricity can be determined through demand or energy 15 

charges as appropriate for the class and determined by the Commission.   16 

Q. Should the DG customer pay a charge for distribution of Outflow? 17 

A. No.   As mentioned in the previous question, distribution should be paid for by the customer 18 

receiving the electricity.  Excepting the extremely small probability that DG would be 19 

exported into another service territory, the Outflow from a DG customer will be consumed 20 

by another customer which would pay for the distribution.   21 

Q. Tell me about the hypothetical extreme customers? 22 

 23 
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A.  Customer All is a net-zero customer, which means their energy generation is the same as 1 

their energy consumption on an annual basis.  Customer All has a load profile that is 2 

completely opposite of their generation, so their inflow (kWh) is equal to their annual load, 3 

and their outflow (kWh) is also equal to their annual load.  The electricity generated on-4 

site is never consumed on-site.  Notice that the DG tariff design commonly referred to as 5 

“Buy All, Sell All” is the tariff design which exactly represents the physical reality of this 6 

hypothetical customer.  They are delivering all their generation to the utility and consuming 7 

all their power from the utility. 8 

 Customer Nothing is also net-zero customer.  Customer Nothing has a load profile that 9 

precisely matches their generation, so they never have any inflow (kWh) nor outflow 10 

(kWh).  The electricity generated on-site is always consumed on-site.   11 

 Notice that the DG tariff design we know as Net Metering is the tariff design which exactly 12 

represents the physical reality of this hypothetical customer.  Since they are neither 13 

consuming energy from the utility, nor delivering their generation to the utility they are 14 

offsetting all of their generation and are not using the transmission and distribution 15 

systems.   16 

Q. What can we learn from hypothetical Customers All and Nothing? 17 

A. First it is important to point out these hypothetical customers do not exist.  No net-zero DG 18 

customer consumes all of their generation nor none of their generation.   Therefore. we can 19 

also conclude that the tariffs that most closely represent the physical reality of these 20 

customers, “Buy All, Sell All” and Net Metering respectively, do not appropriately 21 

represent net-zero DG customers.   Another thing that we can conclude from these 22 

customers is that Net Metering is appropriate for all electricity that is generated and 23 
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consumed on-site.  Therefore, an appropriate tariff would provide this recognition for all 1 

electricity generated and consumed on-site.   2 

Q. What else can we learn from the hypothetical customers? 3 

A. Customer All receives all their electricity from the utility, and due to timing of their load 4 

exports all of their generation.  On the Company’s tariff Customer All will pay for 5 

distribution based on their inflow and also pay the monthly SAC.  However, since 6 

Customer All does not consume any of their generation on site, their inflow will be exactly 7 

the same amount that it would be if they did not have any generation at all.  The amount 8 

collected from distribution will be exactly the same, except that, under the proposed tariff 9 

Customer All will also pay the monthly SAC.   It is clear, given the conditions presented 10 

here, that Customer All will be overpaying for distribution and that they will be overpaying 11 

by an amount equal to the SAC.   12 

 Customer Nothing on the other hand consumes all their generation on-site.  They never 13 

have any inflow, nor any outflow.  Therefore, they will not be paying anything for 14 

distribution on the proposed tariff based on inflow.  Since Customer Nothing never has any 15 

inflow they are completely offsetting their need for the distribution system, except that, 16 

under the proposed tariff Customer Nothing will also pay the monthly SAC.   It is clear, 17 

given the conditions presented here, that Customer Nothing will be overpaying for 18 

distribution and that they will be overpaying by an amount equal to the SAC.   19 

 We know that all net-zero DG customers fall somewhere between Customer All and 20 

Customer Nothing.  But since Customer All and Customer Nothing appear to be 21 

overpaying for distribution and both are overpaying by an amount equal to SAC, it seems 22 

reasonable to conclude that all customers in between are also likely being overcharged for 23 
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distribution and that the amount of the overcharge is equal to the SAC.  Therefore, the SAC 1 

is unreasonable.   2 

Q. Isn’t the service provided to Customer All then similar to standby service, given that the 3 

customer remains connected to the system for a reason? 4 

A. While this is true, it is worth noting that standby customers pay a reduced amount for power 5 

supply, based on similar diversity and timing arguments as used for DG, but still pay 6 

distribution costs under the same charges and conditions as full requirements customers.  7 

Therefore, even standby recognizes that the differences between these customers does not 8 

require charging them differently for distribution. 9 

Q. Should the DG customer be required to pay a standby charge for power supply or 10 

distribution? 11 

A. No.  Standby is inherently different between large self-generators and those that will be 12 

covered under the DG tariff.    Under the DG tariff there will be a much larger number of 13 

customers and each individual customer will have a much smaller generator.  This diversity 14 

means that the probability of enough DG customers going off-line at any one time to cause 15 

a power supply issue for the company is extremely small.  On the distribution side, the 16 

amount of metered usage remains appropriate, so if a generator goes offline for the DG 17 

customer, the DG customer will be paying additional distribution charges because their 18 

usage will be completely served by the utility.  Additionally, DG customers will be paying 19 

the full power supply rate for their usage, and not receiving a discount like standby 20 

customers do. 21 

Q. Does Inflow/Outflow account for many of the items discussed thus far? 22 
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A. Yes.  Inflow/Outflow can account for the timing as well as customer load issues that other 1 

tariffs do not.   2 

Q. Does the Inflow methodology correctly collect customer related costs for power supply? 3 

A. Yes.  All power supply that is received by the customer is paid for appropriately under the 4 

appropriate tariff.  As we are transitioning to time-based tariffs for all customers, this 5 

recognizes the time differentiated components of the inflow with regard to power supply.   6 

Q. Is Inflow/Outflow without the SAC a cost-of-service based tariff? 7 

A. Yes, for the reasons discussed above.   8 

Q. Have utilities in other States proposed charges like DTE’s SAC? 9 

A. Yes.  Charges have been proposed in other States.  Some of these charges have been 10 

rejected while others have been reduced.  Charges that are fixed for all DG customers, 11 

receive far less favor than those charges that are based on system size, like DTE’s SAC.   12 

Staff views many of these charges as inappropriate, because they ignore the actual usage 13 

of the Company’s system.   14 

Q. Is the Company’s proposed SAC a revenue decoupling mechanism? 15 

A. No, not exactly.  However, the SAC provides stable distribution revenue from DG 16 

customers based on their imputed usage before installing DG, therefore the end result looks 17 

similar to a revenue decoupling mechanism.   18 

Q. Is there precedent for assigning a surcharge to only part of a rate class? 19 

A. Yes, however the circumstances for those situations are very different.   For example, some 20 

street lighting customers have special surcharges because they upgrade their poles from 21 

basic poles to decorative or ornate poles.    22 

Q. Is there anything else unusual about the SAC? 23 
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A. Yes.   You would think that encouraging DG customers to use their generation behind the 1 

meter would be a good thing because reducing exports to the system would reduce the 2 

utilities need to deal with backflow or surplus generation.  However, if all DG customers 3 

were to increase their on-site usage, the SAC would be recalculated at a higher number in 4 

the next rate case.  Conversely, if all DG customers were to export all of their generation, 5 

the SAC would go to zero.   The direction the SAC changes with customer behavior 6 

therefore seems contrary to the behavior that you would actually want the customer to 7 

exhibit.  This is demonstrated in Exhibit S-17.   8 

Q. What problem is the Company trying to solve with the proposed SAC? 9 

A. The distribution system is designed to serve peak demand and therefore a lot of the 10 

distribution system costs are allocated on demand.  However, the rate design is often based 11 

on energy.  Customers who reduce their energy consumed from the grid reduce their 12 

distribution bill when the bill is based on energy, but if they do not reduce their demand 13 

they are not reducing their cost causation of the distribution system. 14 

Q. What is a better solution the problem detailed above? 15 

A. A better solution is to provide a more accurate match between cost-of-service and rate 16 

design.  In other words, if the distribution charge on the bill included a demand-based 17 

component it would be a better solution to the problem than a proposed fixed charge based 18 

on imputed use. 19 

Q. What is Staff’s recommendation for the DG tariff? 20 

A. Staff recommends a DG Inflow/Outflow rider tariff based on total inflows and total 21 

outflows with no additional charges.  The inflow should be billed based on the base tariff 22 

the rider is attached to and the outflow should be based on the recommendation of Staff 23 
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witness Rob Ozar.  Other changes to the DG tariff language are also proposed by Staff 1 

witness Julie Baldwin.   2 

Electric Vehicles 3 

Q. How is the Company proposing to functionalize their EV costs (Charging Forward)? 4 

A. The Company is proposing to functionalize all the EV costs as distribution-related. 5 

Q. Does Staff agree with this functionalization? 6 

A. Mostly, Yes.  The types of equipment that will be installed and their locations lend 7 

themselves to being functionalized in this way.    However, one matter of concern is that 8 

the benefits of off-peak charging are not exclusive to the distribution system.  It would be 9 

reasonable to expect that some of the benefits would come from better utilization of 10 

production assets.   While it looks like Company witness Cerna expects some benefits from 11 

better use of generation capacity (testimony pg 15), it also looks as though the MJ Bradley 12 

study (Cerna pg 43) only included utilization of the distribution system as a benefit.  Staff 13 

will not be proposing a change in functionalization in the instant case, but recommends the 14 

Commission require the Company’s EV report to detail production as well as distribution 15 

benefits.   16 

Q. The assignment and allocation of Charging Forward result in most of the EV costs being 17 

paid for by residential customers; does Staff agree? 18 

A. The assignment and allocation seem reasonable.  A majority of the benefits arise from 19 

better off-peak utilization of the residential distribution system, therefore it makes sense 20 

from a cost-benefit perspective that residential customers pay the costs.   Furthermore, the 21 

fuel and maintenance savings from EV ownership will also mostly accrue to residential 22 

customers, although for the purposes of residential, commercial and industrial benefit of 23 
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ownership it would be good if the Company tracked fleet purchases such that it knew how 1 

many EVs in its service territory were corporate owned in relation to how many were 2 

privately owned.   3 

Q. Does Staff have any other concerns with Charging Forward? 4 

A. Yes.  One of the primary benefits of Charging Forward comes from better utilization of the 5 

residential distribution system; however, distribution system utilization is not one of the 6 

metrics that the Company has proposed to track.  The Company needs to know and present 7 

the current utilization of the distribution system in general and probably break that down 8 

by region and possibly by circuit or substation.    Then the Company should track the 9 

utilization going forward to see if Charging Forward really does result in the expected 10 

distribution cost savings from distribution system utilization.   11 

Q. Does Staff have any recommendation regarding EV tariffs? 12 

A. Yes.  Staff is recommending the elimination of D1.9 Option 2.  D1.9 Option 2 is a monthly 13 

flat rate for unlimited vehicle charging.  Since this is not a time-based rate, customers are 14 

not incentivized to charge off-peak.  Furthermore, we know that most, if not all, of the 15 

benefits of Charging Forward come from shifting usage off-peak and better utilization of 16 

the system.  The monthly flat rate for unlimited charging lacks the appropriate price signals 17 

and should be eliminated.   18 

Standby – Rider 3 19 

Q. What has the Company proposed with regards to Standby Rates (Rider 3 or R3)? 20 

A. The Company has proposed that the 4CP demand is inappropriate for Rider R3 and that 21 

the generation reservation fee should not be based on the best performing generator. 22 

Q. Does Staff agree with the Company? 23 
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A. No.  The appropriate way to calculate the generation reservation fee should be based on 1 

the best performing generator, as was decided in U-18255 and was recommended in Staff’s 2 

Standby Rates working group report. 3 

Q. Why does Staff disagree with the Company about 4CP allocators and Rider 3? 4 

A. Any smaller group of customers is going to show more variance than the entire class.  5 

Therefore, the selection of any group of D11 customers will show more variance than the 6 

entire group of D11 customers.   This is the nature of diversity, the larger the group of 7 

customers, the smoother the total load shape is going to be and the less variance you will 8 

see.   It is expected that the group of Rider 3 customers will have more variance than the 9 

D11 customers.  The appropriate question is not “whether or not there is more variance”, 10 

it is “is there more variance than would be expected for a subgroup of D11 customers of 11 

similar size?”.     12 

Q. Are there other possible explanations? 13 

A. Yes.  It is possible that 4CP is a poor allocator for D11 in general, and that the strength of 14 

4CP as an allocator lies in other rate schedules so that 4CP makes a reasonable allocator 15 

when all rate schedules are considered in total.   16 

Q. What does Staff recommend for Rider 3? 17 

A. Staff recommends no changes from that which were ordered in Case No. U-18255.   18 

Q. Does this conclude your testimony? 19 

A. Yes. 20 
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Q. Are you the same Kevin S. Krause that filed direct testimony in this case? 1 

A. Yes. 2 

Q. What is the purpose of your testimony? 3 

A. The purpose of my testimony is to rebut the testimony of many witnesses on 4 

Rider 18 – Distributed Generation (DG) tariff, Electric Vehicles, and Rider 3 5 

(Standby tariff).   6 

Rider 18 – DG Tariff 7 

Value Stack 8 

Q.   Several witnesses commented on the “value stack” approach, does Staff have a 9 

response? 10 

A.   Yes.  Staff agrees that energy and capacity are appropriate for the Outflow credit.  11 

Staff further would like to point out that some environmental costs, such as 12 

sulfuric oxide (SOX) allowances and Nitrous Oxide (NOX) allowances are 13 

already included in the power supply component of the rate.  Similarly, capital 14 

costs of scrubbers and other similar environmental equipment are also included in 15 

power supply.  Some environmental costs, such as social cost of carbon, or public 16 

health costs, reflect costs that are not actually paid by the Company and may 17 

require legislation to include in rates.  The inclusion of such costs will mean 18 

ratepayers pay more for energy without the economic benefits that would accrue 19 

if these costs were made actual to all those who impose them.  20 

 Another component of the value stack is solar hedge value.  If full value of the 21 

solar hedge were paid to DG customers, then the Company would be indifferent 22 

between solar and whatever solar is providing a hedge against.  Instead, if hedge 23 
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value is included, then Staff recommends only including half of the value, that 1 

way some of the hedge flows to the Company or other ratepayers.  This is similar 2 

to the arguments that are presented by Staff with regard to demand response 3 

compensation.   4 

Q.   Did any witnesses provide calculations or values for these value stack elements? 5 

A.   No.  Therefore, there is no way to tell if Staff agrees with the witness’s 6 

calculations in either theory or in practice.   7 

Q.   What does Staff recommend regarding this approach? 8 

A.   Since the witnesses failed to back up their testimony with supporting calculations, 9 

and because the actual proposals are somewhat unclear, Staff recommends that 10 

the approach be rejected in the instant case.   11 

Douglas B Jester 12 

Q.   Does Staff agree with Michigan Environmental Council, Natural Resources 13 

Defense Council, and Sierra Club, (MEC/NRDC/SC) witness Douglas B Jester’s 14 

approach to negative allocators?   15 

A.    Not at this time.  On one hand, the proposal sounds like it could deserve further 16 

examination, but on the other hand it lacks specifics and it is difficult to tell from 17 

the words of his testimony precisely what he is proposing.  This makes it difficult 18 

to determine whether or not Staff agrees. 19 

Q.   Does MEC/NRDC/SC witness Jester’s testimony provide any supporting 20 

calculations? 21 

A.   No.  This makes it effectively impossible to judge whether the claimed benefits 22 

affect the current allocators appropriately or not.  In addition, the witness seems to 23 
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assume that all of these benefits should accrue to the DG customer, which would 1 

mean none of the benefits would accrue to other customers or the Company, 2 

effectively eliminating the benefits.  The problems with this are discussed in the 3 

context of “solar hedging” above.  Therefore, there is no way to tell if Staff agrees 4 

with the witness’s calculations in either theory or in practice.   5 

Q.   What does Staff recommend regarding this approach? 6 

A.   Since the witness failed to back up the testimony with supporting calculations, 7 

and the actual proposal is somewhat unclear, the approach must be rejected in the 8 

instant case.   9 

Karl R Rabago 10 

Q.   On page 32 of his testimony MEC/NRDC/SC witness Karl R. Rabago suggests a 11 

credit for lower DG cost of service, does Staff agree? 12 

A.    Not at this time.  On one hand, the proposal sounds like it could deserve further 13 

examination, but it lacks specifics.  14 

Q.   Does MEC/NRDC/SC witness Rabago’s testimony provide any supporting 15 

calculations? 16 

A.   No.  Therefore, there is no way to tell if Staff agrees with the witness’s 17 

calculations in either theory or in practice.   18 

Q.   What does Staff recommend regarding this approach? 19 

A.   Since the witness failed to back up the testimony with supporting calculations, the 20 

approach must be rejected in the instant case.   21 
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Q.   MEC/NRDC/SC witness Rabago states that the Company System Access 1 

Contribution (SAC) is effectively for supplementary power or possibly backup 2 

power.  Does Staff agree? 3 

A.   No.  The calculation of the SAC has nothing to do with power supply (which is 4 

what is provided at a different price for such services) as it is based solely on 5 

distribution costs.  However, Staff holds to its arguments against the SAC that it 6 

made in its own testimony.   7 

Q.   MEC/NRDC/SC witness Rabago states that the Company SAC violates PURPA. 8 

Does Staff agree? 9 

A.   No.  If the SAC calculation were based on power supply costs, then it might.  10 

However, as discussed in the previous question the SAC is calculated based on 11 

distribution costs.   12 

Q.   When discussing demand, MEC/NRDC/SC witness Rabago suggests that 13 

negative load must mean negative cost impact, does Staff agree? 14 

A.   Not necessarily.   Staff maintains that inflow and outflow are completely separate 15 

things and should have separate compensation mechanisms.  Outflow is not just 16 

inflow in reverse in terms of cost causation.  There is no such thing as negative 17 

energy.  Energy flowing in reverse may or may not offset costs that are allocated 18 

on energy.  There should be no blanket assumption that it either does or does not 19 

offset those costs.  Every allocated item should be looked at for what it is and it 20 

should be evaluated with regard to whether or not it is offset by self-generation.  21 

For example: does outflow offset fuel for generation?  Or tree trimming expense?  22 

Are these impacts properly captured by the reduced allocations currently utilized?  23 
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Similarly, there is no such thing as negative demand.  Outflow may reduce the 1 

need for system supply or demand on the higher levels of the distribution system 2 

at certain times.  Solar likely results in a shifting peak demand to later in the day.  3 

As Staff mentioned in direct testimony, the residential distribution system already 4 

peaks later in the day, so it is possible that DG will hardly drop the residential 5 

distribution peak at all.  That being said, rates should not be based on conjecture, 6 

but instead on measured and verified determinants.  If DG offsets the distribution 7 

peak, then the allocation should be adjusted to reflect that if such a reduction is 8 

not naturally taken into account in calculating the allocator.   9 

Laura Sherman 10 

Q.   Michigan Energy Innovation Business Council and Institute for Energy 11 

Innovation (MiEIBC/IEI) witness Laura Sherman describes two DG situations; 12 

one regarding the difficulty of calculating payback based on differing load 13 

profiles, and one regarding DG and a school.  What is Staff’s opinion on 14 

MiEIBC/IEI witness Sherman’s conclusions? 15 

A.   MiEIBC/IEI witness Sherman seems to think that the load profile of the customer 16 

should not matter in the decision to install DG.  Staff wholeheartedly disagrees.  17 

Whether the generation is used primarily on site or whether it is exported to the 18 

utility and imported later is clear evidence of differing system use and hence of 19 

differing cost causation.  As I stated in my direct testimony, customers should be 20 

incentivized to use as much generation as possible on-site.  What MiEIBC/IEI 21 

witness Sherman has done is demonstrate that not all customers will find solar to 22 

be cost-effective.  MiEIBC/IEI witness Sherman claims this is a problem, though 23 
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it is Staff’s opinion that this result flows logically from the appropriateness of 1 

inflow-outflow as a DG tariff mechanism.  MiEIBC/IEI witness Sherman also 2 

seems to have an issue with selling at wholesale and buying at retail.  However, 3 

this is actually quite logical.  For example, the local grocer did not buy the apples 4 

for the same price they are selling them to you.  The DG customer was not 5 

responsible for installing the distribution system, nor are they responsible for 6 

maintaining it, therefore expecting full credit for offsetting distribution is not 7 

reasonable.  Staff agrees with MiEIBC/IEI witness Sherman that use of the LMP 8 

for outflow is unreasonable.  The Company does not purchase most of its 9 

electricity on the market; in fact it self-generates most of its sales and recovers the 10 

generation through embedded cost recovery.  That is why Staff recommends using 11 

the power supply rates on the underlying tariff as the appropriate compensation 12 

for outflow.   13 

Will Kenworthy 14 

Q.   Environmental Law & Policy Center, the Ecology Center, the Solar Industries 15 

Association, and Vote Solar (ELPC/EC/SIA/VS) witness Will Kenworthy 16 

suggests on pages 55 and 56 of his testimony that there should be an inflow credit 17 

“to reflect cost-based benefits delivered by DG customers even when they are not 18 

exporting.”  Does Staff agree?   19 

A.    No.  An energy waste reduction customer (EWR) reduces their demand on the 20 

system and receives the benefit through the lowering of their inflow and hence 21 

their bill.   Similarly, a DG customer that reduces their inflow due to self-22 

generation will lower their bill in the same way.  Mr. Kenworthy has failed to 23 
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demonstrate that there are any additional benefits the DG customer provides 1 

during inflow beyond the savings that they will receive by the lowering of their 2 

inflow and the related charges.   3 

Q.   Does ELPC/EC/SIA/VS witness Kenworthy’s testimony provide any supporting 4 

calculations for this additional inflow credit? 5 

A.   No.  Therefore, there is no way for Staff to determine if it agrees with the 6 

witness’s calculations in either theory or in practice.   7 

Q.   What does Staff recommend regarding this approach? 8 

A.   Since the witness failed to back up the testimony with supporting calculations, 9 

Staff recommends that Mr. Kenworthy’s approach be rejected in the instant case.   10 

Q. ELPC/EC/SIA/VS witness Kenworthy utilizes a quote and a table from Staff’s 11 

DG Report in an attempt to show DG rates should be lower for both production 12 

and distribution.  Does Staff agree? 13 

A. No.  First, as stated in my direct testimony, it is inappropriate to treat DG as a 14 

separate class.  Second, while the report discusses a lower distribution allocation, 15 

it is obvious from later discussion in the report, as well as the table used by 16 

ELPC/EC/SIA/VS witness Kenworthy, that the distribution allocation is actually 17 

higher for DG customers.  For these reasons, this argument should be rejected.  18 

Robert Rafson 19 

Q.   On page 5 of Great Lakes Renewable Energy Association (GLREA) witness 20 

Robert Rafson’s testimony he mentions that DG improves reliability.  Does Staff 21 

agree? 22 
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A.   Not necessarily.  GLREA witness Rafson includes no evidence that DG improves 1 

SAIDI, SAIFI, or CAIDI values, which are common measurements of reliability.  2 

Furthermore, since the most common form of outage is tree related, and DG 3 

systems are required to island from the system in outage events, it seems unlikely 4 

that DG customers would be able to provide assistance in an outage event.   5 

Q.   GLREA witness Rafson proposes a customer access credit of $2.95/Kw/month.  6 

Does Staff agree? 7 

A.   No.  First, the calculation is based on a cost-of-service study from a previous case 8 

and would need to be redone based on the cost-of-service study in the instant case 9 

in order to be valid.  Second, all or some of the DG customers’ savings will be 10 

captured through a reduction in inflow, as mentioned in the response to 11 

ELPC/EC/SIA/VS witness Kenworthy.  It is impossible to tell whether witness 12 

GLREA Rafson’s calculation and proposal are intended to be instead of, or in 13 

addition to, the savings captured through inflow reduction.   14 

Q.   On page 13 of GLREA witness Rafson’s testimony he suggests the tariff will 15 

encourage storage that will be used at night, when it is not really needed.  Does 16 

Staff agree? 17 

A.    Not necessarily.   If storage is installed it does not have to be used at night.  It 18 

could be used in the early evening hours when the sun is going down which is, as 19 

mentioned before, when the residential peak distribution load occurs.  The 20 

Inflow/Outflow tariff may lead to more storage or it may not.  There are other 21 

possible outcomes, such as customers shifting load to coincide with generation.  22 

With regard to capacity resources, given the downward trends in coal and nuclear 23 
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generation and the upward trends of solar, it may be quite necessary in the future 1 

to store during peak sun and discharge at night.  Therefore, if anything, this 2 

reinforces the importance of the tariff resulting in customers receiving appropriate 3 

price signals.   4 

Q.   What is GLREA witness Rafson proposing as a DG tariff? 5 

A.   It is unclear.  Looking at Exhibit GLREA-2 (RR-2) (the redlined tariff document), 6 

it appears as though the definitions of inflow and outflow have been removed and 7 

in several places substituted with “excess energy”.  The redlined tariff appears to 8 

essentially be a return to net metering.  Also, the proposed tariff does not include 9 

the customer access credit of $2.95/Kw/month discussed earlier.  Lastly, the 10 

proposed tariff deletes the caps, which may be contrary to Acts 341 and 342.  11 

Therefore, it is difficult to tell exactly what GLREA is proposing.   12 

Q.   Does Staff agree with GLREA witness Rafson’s tariff proposal? 13 

A.   For the reasons listed above, as well as the difficulty in determining the actual 14 

proposal, no.   15 

Geoffrey C. Crandall 16 

Q.   Does Staff agree with GRLEA witness Geoffrey C. Crandall’s proposal that 17 

Outflow be reimbursed at LMP plus distribution costs? 18 

A.  No.  As described earlier, rather than making broad statements, each component 19 

of distribution should be looked at individually and a determination as to whether 20 

or not that component is offset by DG should be made separately for each.   21 
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Q.   GLREA witness Crandall and MiEIBC/IEI witness Sherman express concerns in 1 

bill impacts and customers moving from Rider 16 to Rider 18. Does Staff agree 2 

with the concerns expressed by these witnesses? 3 

A.   No.  While the switch from Rider 16 to Rider 18 may seem sudden for each 4 

individual customer, it will not occur until the customer has been on Rider 16 for 5 

at least 10 years (or the customer will have never been a Rider 16 customer).  The 6 

transition for all DG customers will take place over time because some have 7 

systems that are already 10 years old and others have systems that are relatively 8 

new.  Additionally, Staff would expect customers to change behavior as a result 9 

of Rider 18 (for example: shifting load to use more generation behind the meter) 10 

which could minimize the impact.  While a customer impact study may provide 11 

interesting data, the lack of such a study or the expected impacts should not be 12 

used as an impetus for rejecting Rider 18.   In addition, the more appropriate price 13 

signals from Rider 18 should not be undervalued. 14 

 15 

Electric Vehicles 16 

Douglas B Jester 17 

Q.    Does Staff agree with MEC/NRDC/SC/MiEIBC/IEI witness Douglas B 18 

Jester’sproposals regarding the appropriateness of demand charges for direct 19 

current fast chargers (DCFC)? 20 

A.   Staff agrees in part and disagrees in part.  During the early adoption phase there 21 

may be merit to having a demand charge holiday.  However, as demand is the 22 

current cost allocator for many costs, demand charges in rate design provide the 23 
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correct price signals for alignment to cost causation.  If the Commission were to 1 

order a demand charge holiday, Staff would recommend that the Commission be 2 

specific about the holiday and not make it permanent.  For example, the 3 

Commission could establish a DCFC tariff based on the underlying standard rate 4 

that has no demand charges for the next 2-5 years, and then for 2-5 years after 5 

increases demand charges until they reach parity with the D4 tariff.  Staff does not 6 

support capping the demand charge ratio as suggested by the witness.  7 

 Staff also points out that half of DTE’s current DCFC customers are on rate D3 8 

which includes no demand charges.  While rate D3 is limited to a load of 1000 9 

kW (or possibly slightly more, according to the tariff) it should be within the 10 

charging company’s abilities to communicate between chargers at a location to 11 

limit the site load to 1000 kW.   For example, take a hypothetical site with a 12 

350kW charger and four ports.   If three ports were in use simultaneously, the 13 

chargers could limit themselves to 333 kW each, and if all four were in use, the 14 

chargers could limit to 250 kW each.    15 

Q.   MEC/NRDC/SC/MiEIBC/IEI witness Jester proposes to limit the cost of fast 16 

charging to the equivalent price of gasoline.  Does Staff agree? 17 

A.   No.   Vehicle charging is a service that should be unregulated by the Commission.  18 

Even though MEC/NRDC/SC/MiEIBC/IEI witness Jester supports this statement 19 

in the long run he thinks the Commission should regulate in the short term.  Staff 20 

disagrees.   If the Commission begins regulating charging service it may be hard 21 

to stop regulating this service in the future.   Once charging customers are used to 22 

the artificially low prices created by subsidies from other customers, they may 23 
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fight very hard to maintain these subsidies.  Secondly, fast charging is a premium 1 

service and should likely cost more than level 2 charging.  Since 80% of charging 2 

events will likely be at level 2 or below, the charging customer will on average 3 

experience charging at less than the cost of gasoline.  Economically, charging too 4 

little for a service will result in a demand for it that is too high.  The benefits to 5 

the electrical system are in level 2 off-peak charging, so intentionally setting too 6 

low a price for DCFC will be detrimental to the utilization of the system.   7 

Q. What is Staff’s position on the proposed parking lot tariff described in 8 

MEC/NRDC/SC/MiEIBC/IEI witness Jester’s testimony pages 75-76? 9 

A. Parking lots with charging may be adequately described as a new end use, but 10 

every new end use does not require a new tariff.  Additionally, the proposal is 11 

vague. For example, it is unclear what is meant by “incent desirable standards.”    12 

The testimony fails to mention what those desirable standards are.  The testimony 13 

also mentions that the new tariff is to “facilitate market development.”  Market 14 

development is exactly what the rebates are for; it is too soon to superimpose a 15 

workplace parking tariff on top of the proposed pilot. 16 

Q.   MEC/NRDC/SC/EC witness Max Baumhefner recommends a pass through of 17 

time-of-use (TOU) rates to charging customers; does Staff agree? 18 

A.    Staff is neutral.  While the passing through of rates seems reasonable, innovation 19 

in the pricing of charging service should not be stifled.  As stated earlier, the 20 

pricing of charging services should be unregulated by the Commission.  Staff 21 

would not oppose the Company encouraging TOU charging rates from charging 22 

companies.   23 
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Q.   On page 17 of his direct testimony MEC/NRDC/SC/EC witness Baumhefner 1 

suggests that charging should be less than the price of gasoline; does Staff agree? 2 

A.   Please see the answer to witness Jester on the same topic.   3 

 4 

Large Self-generation – Rider 3 5 

Jamie Scripps 6 

Q. Does Staff agree that the power supply rates for Rider 3 are too high, as claimed 7 

by MiEIBC witness Jamie Scripps on page 20 of her testimony? 8 

A. No, Staff does not.  The rates in Rider 3 are based on the costs caused by the 9 

customers on Rider 3.  The rates are not, and should not be determined by rates in 10 

other states, nor by survey result.   11 

Q. Does Staff agree with MiEIBC witness Scripps that the Rider 3 distribution rates 12 

are inappropriately high? 13 

A. No.   14 

Q. How is use of the distribution system measured for the purposes of cost allocation 15 

and rate design? 16 

A. Use of the distribution system is currently measured by the peak demand of the 17 

customer, non-coincident with the system peak for the purposes of rate design.  18 

For the purposes of allocation, various measures of demand are used.   19 

Q. MiEIBC witness Scripps discusses “partial use” of the distribution system for 20 

self-generating customers; does this refer to energy? 21 
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A. It is hard to tell, but it would seem so.  The witness does not provide any data to 1 

support that self-generation customers are reducing their peak electricity demand, 2 

as measured for the purposes of distribution rates, in any way.   3 

Q. How are self-generation customers currently billed for distribution capacity? 4 

A. Rider 3 customers are currently based on contract capacity. 5 

Q. EIBC witnesses Scripps and Jester try to draw comparisons between generation 6 

capacity and distribution capacity; is there a significant difference between 7 

generation capacity and distribution capacity? 8 

A. Yes.  Generation tends to be centralized, so when not being used by one customer 9 

it can be readily used by another customer, even one a long distance away in the 10 

service territory.  Distribution capacity tends to be much more localized.  When 11 

local distribution capacity is not used by one customer it may be usable by another 12 

customer nearby on the same circuit but is clearly not usable by someone a long 13 

distance away in the service territory.  While further up the system, this becomes 14 

somewhat less true, there are still geographic constraints on use of the system. 15 

Q. What does this mean for rate Rider 3? 16 

A. This means that methods of pro-ration that may be appropriate for generation 17 

capacity are not appropriate for distribution capacity.  Using generator outage 18 

rates to determine charges for generation capacity is appropriate and reasonable, 19 

and using generator outage rates to determine charges for distribution capacity is 20 

inappropriate and unreasonable.   21 

Q. Does Rider 3 use a delivery demand charge specifically for revenue protection as 22 

alleged by EIBC witness Scripps on page 23 of her testimony? 23 
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A. No.  Customers of similar size to Rider 3 customers also have demand charges 1 

and have had for a long time.  The use of a demand charge in the rate design is 2 

because costs of distribution for these customers are allocated on demand.  The 3 

use of a demand charge is to reflect cost causation; it is not implemented for 4 

revenue protection.   5 

Douglas B Jester 6 

Q. What is Staff’s response to MiEIBC/IEI witness Jester’s position on two-part 7 

demand charges for standby? 8 

A. Staff disagrees.  For one part of the demand charge MiEIBC/IEI witness Jester is 9 

trying to use power supply arguments to justify the proration of distribution 10 

charges; this argument was addressed earlier in my testimony.  For the second 11 

part of the demand charge it seems that MiEIBC/IEI witness Jester is suggesting a 12 

marginal cost approach with a hint of customer direct assignment.  A marginal 13 

cost of service study has not been provided by any party in this case, therefore 14 

using a marginal cost of service approach is difficult to evaluate.  For these 15 

reasons, the proposal should be rejected. 16 

Q.   Has MiEIBC/IEI witness Jester provided any calculations to support his suggested 17 

Rider 3 tariff? 18 

A.   No.  Therefore, it is difficult to determine Staff agreement or disagreement with 19 

the witness’s calculations in either theory or in practice.   20 

Q. Does this conclude your testimony? 21 

A. Yes. 22 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of Exhibit S-17?  (No response.)

 3 Hearing none, the exhibit is admitted.

 4 MR. SINGH:  Thank you, your Honor.

 5 JUDGE WALLACE:  Off the record.

 6 (A brief discussion was held off the record.)

 7 JUDGE WALLACE:  All right.  Back on the

 8 record.

 9 MR. SINGH:  Thank you, your Honor.  Staff

10 now moves to bind in the Qualifications and Direct

11 Testimony of Daniel J. Gottschalk, which consists of a

12 cover page and 14 pages of questions and answers.

13 Mr. Gottschalk also sponsored Exhibit S-6 Schedule F1.1,

14 Exhibit S-6 Schedule F1.2, Exhibit S-6 Schedule F1.3,

15 Exhibit S-6 Schedule 1.4, and Exhibit S-18.  Staff moves

16 for the admission of those exhibits.  

17 JUDGE WALLACE:  Is there any objection to

18 the admission of the testimony of Mr. Gottschalk?  (No

19 response.)

20 Hearing none, Mr. Gottschalk's testimony

21 is bound into the record.

22 (Testimony bound in.)

23 -  -  - 

24  

25  
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Q. Please state your name and business address. 1 

A. My name is Daniel J. Gottschalk.  My business address is 7109 West Saginaw Highway, 2 

Lansing, Michigan 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (MPSC or Commission) as 5 

a departmental specialist in the Rates and Tariff Section of the Regulated Energy 6 

Division. I serve as the section’s Electric Cost of Service Specialist.  7 

Q. Please briefly describe your educational background. 8 

A. In 2012, I received a Bachelor of Arts degree in Marketing from Michigan State 9 

University after completing a full range of business courses at the Eli Broad College of 10 

Business, including courses in accounting, finance, marketing, economics, and other 11 

areas.  In 2012 and 2013, I completed several web design and development courses at 12 

Lansing Community College.   13 

Q. Have you attended any seminars or other training courses? 14 

A. Yes, in September 2013 and 2014, I attended the Advanced Regulatory Studies Program 15 

at the Institute of Public Utilities at Michigan State University. In August of 2014, I 16 

completed the National Association of Regulatory Utility Commissioners (NARUC) 17 

Annual Regulatory Studies Program held at Michigan State University, which included 18 

courses on ratemaking, rate case auditing, regulatory policy, and other regulatory issues. 19 

In October 2016, I completed NARUC’s Eastern Utility Rate School in Clearwater, FL. 20 

Q. Please describe your professional background. 21 

A. In November 2011, while attending Michigan State University, I started as a student 22 

assistant in the Renewable Energy Section at the MPSC, assisting MPSC staff with the 23 
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implementation of PA 295 of 2008. In August 2013, I was hired full time as a 1 

departmental analyst in the Rates and Tariff Section for the MPSC. As an analyst, I 2 

performed and testified to a variety of tasks in rate cases including electric and gas cost 3 

of service, electric and natural gas rate design, low income program design and 4 

forecasting, miscellaneous and present revenue projections, decoupling mechanisms, 5 

surcharges, and miscellaneous tariff issues. In October 2018, I was promoted to a 6 

departmental specialist in the Rates and Tariff Section of the MPSC, serving as the 7 

Electric Cost of Service Specialist.  8 

Q. What are your current responsibilities at the MPSC? 9 

A. As the Electric Cost of Service Specialist, I am responsible for Staff electric cost of 10 

service studies and any other cost-of-service-related issues in cases before the 11 

Commission under the supervision of the Rates and Tariff Section Manager. My duties 12 

also include serving as a web editor for the Regulated Energy Division and updating 13 

electric and natural gas rate comparison spreadsheets for the MPSC website.  14 

Q. In which cases have you previously participated before the MPSC? 15 

A. I have participated in the following previous cases: 16 

Case No.              Utility                                                        Case Type - Responsibility  17 

U-17475 Ontonagon County REA  Tariff Change – Case coordinator 18 

U-17487 DTE Gas Company  Tariff Change – Marketing review 19 

U-17488 Northern States Power Company  Gas Rate Case – Rate design 20 

U-17490 Upper Peninsula Power Company  Complaint – Case coordinator 21 

U-17555 Upper Peninsula Power Company  RDM Recon – Review rates/rev  22 

U-17667 DTE Electric Company  Tariff Change – Case Coordinator 23 
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U-17677-R Thumb Electric Cooperative  TIER Case – Rate design 1 

U-17710 Northern States Power Company  Elec. Rate Case – Misc. revenue 2 

U-17735 Consumers Energy Company  Electric Rate Case – Rate design 3 

U-17822 DTE Gas Company  RDM Recon – Review rates/rev 4 

U-17880 Michigan Gas Utilities Corporation  Gas Rate Case – Rate design/RDM 5 

U-17939 Northern States Power Company  Special Contract – Case coordinator 6 

U-17998 DTE Gas Company  RDM Recon – Review rates/rev 7 

U-17999 DTE Gas Company  Gas Rate Case – Rate design/RDM 8 

U-18032 Northern States Power Company  Special Contract – Case coordinator 9 

U-18131 Detroit Thermal, LLC  Steam Rate Case – Rate design 10 

U-18139 Michigan Gas Utilities Corporation  Remote meter charge – Rate design 11 

U-18140 Northern States Power Company  Gas Rate Case – COSS 12 

U-18178 SEMCO  Remote meter charge – Rate design 13 

U-18220 Upper Peninsula Power Company  SI Recon – Review rates/revenue 14 

U-18324 Alpena Power Company  Electric Rate Case – Rate design 15 

U-18327 DTE Gas Company  SI Recon – Review rates/revenue 16 

U-18370 Indiana Michigan Power Company  Elec. Rate Case – COSS/Cap costs 17 

U-18424 Consumers Energy Company  Gas Rate Case – Rate design 18 

U-20109 Northern States Power Gas Company TCJA Credit A – COSS/Rate design 19 

U-20114 Michigan Gas Utilities Corporation  TCJA Credit A – COSS/Rate design 20 

U-20137 Indiana Michigan Power Company  Opt-out Chg – COSS/Rate design 21 

U-20181 Michigan Gas Utilities  TCJA Credit B – Review 22 

U-20186 Northern States Power Company  TCJA Credit B – Review 23 
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Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to present MPSC Staff’s (Staff) class cost of 2 

service study (COSS), which allocates Staff’s recommended test-year revenue 3 

requirements to DTE Electric Company’s (DTE or the Company) various 4 

customer classes.  I will also cover the following: 5 

 -Staff’s residential and commercial secondary customer charges 6 

 -Staff’s capacity cost revenue requirement 7 

 -Residential Income Assistance Service Provision (RIA) 8 

 -Senior Citizen Credit 9 

 -Power Supply Cost Recovery (PSCR) base 10 

Q. Are you sponsoring any exhibits in this case? 11 

A. Yes, I am sponsoring the following schedules, which are all part of Exhibit S-6: 12 

 F1.1: Staff’s version of the Company’s Exhibit A-16, Schedule F1.1 (UCOS 4CP 13 

75-0-25 Production, 12CP 100-0-0 Transmission, 12 months Ending April 30, 14 

2020).  This schedule summarizes the results of the production portion of Staff’s 15 

COSS. 16 

 F1.2: Staff’s version of the Company’s Exhibit A-16, Schedule F1.2 (UCOS 17 

Distribution by Voltage).  This schedule summarizes the results of the distribution 18 

portion of Staff’s COSS. 19 

 F1.3: Staff’s version of the Company’s Exhibit A-16, Schedule F1.4 (Customer 20 

Charges by Voltage for Residential and Commercial Secondary). 21 

 F1.4: Staff’s version of the Company’s Exhibit A-16, Schedule F1.5 (Capacity 22 

Costs Determination and Capacity Charge Revenue Requirement). 23 
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 I am also sponsoring Exhibit S-18, a breakdown of the number of customers 1 

eligible for the RIA and LIA programs and the number of customers enrolled in 2 

those programs for each of the past 5 years.  3 

Q. Were these exhibits prepared by you or under your direction? 4 

A. Yes.  I prepared the schedules in Exhibit S-6 by modifying the Company’s test 5 

year COSS filed by Company witness Thomas W. Lacey and by using Staff’s 6 

proposed customer charge and capacity charge methods. I prepared Exhibit S-18 7 

from audit response DJG-3.3.  8 

Q. In what manner has Staff modified the Company’s test year COSS? 9 

A. Staff has replaced the Company’s inputs with Staff’s inputs so that the resulting 10 

COSS supports Staff’s proposed revenue requirement.  In addition, Staff made the 11 

following two additional changes to the COSS that I will address in detail:   12 

 1) Staff eliminated many of the inputs the Company used in the calculation of the 13 

proposed fixed monthly service charge, and 14 

 2) Staff changed the methodology of calculating the capacity charge to be 15 

consistent with methodology ordered by the Commission in Case No. U-18255, 16 

the Company’s last electric rate case. 17 

Q. Did Staff make any adjustments to the PSCR base? 18 

A. No. Staff’s review indicated that no change was necessary to the Company’s total 19 

PSCR base amount of 33.39 mills/kWh. This includes a base PSCR of 31.26 20 

mills/kWh and a loss factor of 6.8%.  21 

Q. Please explain how Staff’s case incorporates the results of Staff’s COSS. 22 
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A. Staff witness Mark J. Pung has designed rates to collect the appropriate amount of 1 

revenue for each class based on Staff’s COSS. 2 

Q. Does Staff have any recommendations for revising the COSS at the end of this 3 

case? 4 

A. Yes, the COSS should be revised to reflect any decision made by the Commission 5 

that would have an effect on the COSS. 6 

Q. The Company used a G&I direct assignment study performed by the Company in 7 

2008 to functionalize General and Intangible plant in this case. Does Staff have 8 

any recommendations for this method for future rate cases?  9 

A. Yes. Staff recommends in the Company’s next electric rate case, the Company 10 

perform and use an updated G&I direct assignment study with the most recent 11 

data available. It has been 10 years since this study has been performed and, in 12 

Staff’s opinion, that is a reasonable amount of time to warrant a new study. 13 

Residential and Commercial Secondary Customer Charges 14 

Q. Please describe how Staff’s proposed customer charges were calculated. 15 

A. The customer charge calculation can be found in Exhibit S-6, Schedule F1.3. The 16 

first step in calculating the customer charges is to determine the costs appropriate 17 

for inclusion in the customer charge for each rate. Costs appropriate for inclusion 18 

in the customer charge include expenses incurred from customer installs, meters, 19 

customer accounts (excluding uncollectible accounts), customer service and 20 

information (excluding sales expenses), depreciation and amortization expense 21 

corresponding to meters and services in rate base, return on meters and services in 22 

rate base less accumulated depreciation, and finally, property tax on meters and 23 
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services in rate base. Once the appropriate cost has been calculated, the customer 1 

charge for each rate is derived by dividing the appropriate cost for that rate by the 2 

number of customers taking service under that rate.  3 

Q. What were the resulting customer charges produced from this methodology for 4 

the residential and commercial secondary class?  5 

A. Staff’s cost-of-service based method produces a residential customer charge of 6 

$7.19 and a commercial secondary customer charge of $9.68 per month.  7 

Q. What increase is the Company proposing for these classes?  8 

A. The Company is proposing to increase the residential customer charge from $7.50 9 

to $9.00, and the commercial secondary customer charge from $11.25 to $15.  10 

Q. Does Staff support this increase?  11 

A. No. The customer charges for the residential and commercial secondary classes 12 

using Staff’s cost-based methodology are reasonably close to the currently 13 

approved monthly service charges. Based on Staff’s calculations and for the 14 

purpose of rate stability, Staff recommends the residential and commercial 15 

secondary customer charges remain at the presently approved rates. The 16 

Company’s methodology is not a true representation of the costs it has incurred to 17 

connect customers to its system.  18 

Q. Why is the Company’s methodology of calculating these customer charges not 19 

appropriate?  20 

A. The Company’s computation of customer-related costs was over inclusive and not 21 

truly representative of the costs related to connecting customers to the system. 22 

The Company inappropriately included distribution plant costs that are demand-23 
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related, such as land and rights, improvements, station equipment, storage 1 

batteries, poles and fixtures, overhead and underground conductors, underground 2 

conduit, line transformers, general and intangible plant, tree trimming, working 3 

capital, future use, CWIP, and all distribution O&M, depreciation, and taxes 4 

allocated to the respective class in its development of the customer charges. 5 

Including costs, like these, which are not directly linked to a customer’s mere 6 

existence, is contrary to the Commission’s Order in MPSC Case Nos. U-4771 and 7 

U-4331: 8 

 Specific distribution plant such as meters and service drops used exclusively for a 9 
given customer shall be treated as customer related. All other distribution plant 10 
shall be treated as demand related. (MPSC Case No. U-4771, 5/10/76 Order, p 11 
2.) 12 

 13 
 The maximum allowable service charge would be limited to those costs associated 14 

directly with supplying service to customer. Only costs associated with metering, 15 
the service lateral, and customer billing are includable since these are the costs 16 
that are directly incurred as the result of a customer’s connection to the gas 17 
system. (MPSC Case No. U-4331, Order, p. 30. January 18, 1974). 18 

 Despite the fact that U-4331 was a gas case, the same philosophy applies to 19 

electric utilities. Most of the expenses included by the Company do not vary with 20 

the number of customers and are not directly incurred as the result of a customer’s 21 

connection to the system. Consequently, these expenses should not be included in 22 

the service charge. The Commission has rejected DTE’s customer charge 23 

calculation method in the Company’s past three rate cases, U-18255, U-18014 24 

and U-17767: 25 

 The ALJ noted that DTE Electric’s calculation of this charge was rejected by the 26 
Commission in both the 2017 order, pp. 105-110, and in the December 11, 2015 27 
order in Case No. U-17767, pp. 119-120 (the next prior rate case for this utility). 28 
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 …As in the past, the Commission rejects DTE Electric’s inclusion in fixed 1 
monthly costs of items that are unrelated to the marginal cost of customers 2 
connecting to the system. 3 

  (MPSC Case No. U-18255, Order, pp. 64-65. April 18, 2018). 4 

Q. Why is Staff’s methodology the most appropriate for determining the residential 5 

service charge?  6 

A. Staff’s methodology includes only costs directly related to supplying service to 7 

the customer, including meters, services, and customer service, which adheres 8 

exactly to the standards laid out by the Commission in the previously quoted 9 

Order in Case No. U-4331. Additionally, Staff’s method was approved by the 10 

Commission in DTE Electric’s rate case U-18014: 11 

 DTE Electric did not provide any new evidence or analysis that would support 12 
adopting the company’s proposed study, and therefore, the Commission adopts 13 
the Staff’s proposed customer charge calculation. (MPSC Case No. U-18014, 14 
Order, p. 110. January 31, 2017). 15 

 Staff included only meter, overhead, & underground services, customer 16 
accounting costs, and customer service expenses in Staff’s calculation. 17 
Specifically, Staff removed uncollectibles, poles & fixtures, OH conductor, UG 18 
cable and conduit, line transformers, distribution system-customer related, 19 
general plant, employee pension and benefits, administrative and general, and 20 
FICA costs from Staff’s calculation. (MPSC Case No. U-18014, Direct Testimony 21 
of Charles E. Putnam, p. 10. July 5, 2016.) 22 

Capacity Revenue Requirement 23 

Q. Is the Company proposing to use the same capacity cost method as Ordered by the 24 

Commission in cases U-18255 and U-18248?  25 

A. No. The Company is proposing to use the same capacity cost method it proposed 26 

in cases U-18255 and U-18248, which was not approved by the Commission in 27 

either of those cases.  28 
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Q. Why does the Company’s method differ from the method ordered by the 1 

Commission? 2 

A. The Company calculated 2018 energy sales revenue net of fuel costs as revenue 3 

from excess generation sold into the MISO energy market after serving the 4 

Company’s load. This is not an accurate interpretation of 2016 PA 341 Section 5 

6w(3)(B), which states: 6 

 For the applicable term of the capacity charge, subtract all non-capacity-related 7 
electric generation costs, including, but not limited to, costs previously set for 8 
recovery through net stranded cost recovery and securitization and the projected 9 
revenues, net of projected fuel costs, from all of the following: 10 

  (i) All energy market sales. 11 
  (ii) Off-system energy sales. 12 
  (iii) Ancillary services sales. 13 
  (iv) Energy sales under unit-specific bilateral contracts. 14 

 As stated in the law, revenue from all energy market sales, net of fuel costs, needs 15 

to be subtracted from the calculation of capacity costs, not excess sales above the 16 

Company’s load. This was a point debated in Case No. U-18248 and the 17 

Commission did not agree with DTE’s interpretation of this statue: 18 

 Section 6w(3)(b) goes on to list amounts that must be deducted from embedded 19 
costs, including (net of projected fuel costs) all energy market sales, off-system 20 
energy sales, ancillary services sales, and unit specific bilateral contract sales.  21 
DTE Electric offered deductions of $49 million on an annual net net (net of 22 
projected fuel costs, and net of total purchases or total losses) basis under Section 23 
6w(3)(b). 3 Tr 210-213. However, the statute says nothing about making this 24 
determination on an annual net net basis. The statute says “subtract all non-25 
capacity-related electric generation costs . . . net of projected fuel costs, from all 26 
of the following: (i) All energy market sales. (ii) Off-system energy sales. (iii) 27 
Ancillary services sales.” MCL 460.6w(3)(b). The plain language of the statute 28 
provides no support for DTE Electric’s proposed interpretation. 11/21/17 29 
Commission Order in Case No. U-18248, p. 66. 30 
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 The Commission adopted the methodology proposed by Mr. Jennings and Mr. 1 

Smith, both of Energy Michigan, for calculating capacity cost, which used all 2 

revenue from energy market sales and all revenue from ancillary services sales: 3 

 …the Commission finds that the methodology for establishing the state reliability 4 
charge supported by the Jennings and Smith testimony is reasonable, appropriate, 5 
and consistent with Section 6w. 11/21/17 Commission Order in Case No. U-6 
18248, p. 69. 7 

 The Company also inappropriately subtracted MISO Schedule 17 administrative 8 

costs from the projected energy sales revenue. There is absolutely no basis for this 9 

in the statute or in any previous cases deciding this issue, and the Company failed 10 

to support their inclusion, and therefore, their inclusion should be rejected.  11 

Q. Does Staff’s capacity cost method follow the method ordered by the Commission 12 

in cases U-18255 and U-18248? 13 

A. Yes, Staff’s capacity revenue requirement is derived using the same method as 14 

ordered in those cases with updated costs from the instant case. Staff’s calculation 15 

is shown on Schedule F1.4 and results in a capacity revenue requirement of 16 

$1,165,902,000. Staff witness Pung uses this revenue requirement in his 17 

calculation of the capacity charge.  18 

Q. The Company has proposed that the Commission review the capacity charge by 19 

December 1 and implement the new capacity charge on January 1, 2019. Does 20 

Staff agree with this request?  21 

A. No. Although PA 341 Section 3 requires a contested case proceeding to determine 22 

the capacity charge by December 1 of each year, the Commission stated on page 23 

71 of its November 21, 2017 Order in Case No. U-18248, “The Commission does 24 
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not find, at this time, that the creation of a standalone proceeding is necessary. 1 

Among the options of general rate cases (which require a decision within ten 2 

months), PSCR plan cases, and PSCR reconciliations, the Commission believes 3 

that the annual review of the SRM charge required under Section 6w(5) will be 4 

accomplished for DTE electric.” Section 6w(5) of 2016 PA 341 requires “Not less 5 

than once every year, the commission shall review or amend the capacity charge 6 

in all subsequent rate cases, power supply cost recovery cases, or separate 7 

proceedings established for that purpose.” Furthermore, the Commission reviewed 8 

and updated the capacity charge in its April 27, 2018 Order in Case No. U-18255, 9 

which became effective for full service customers on May 1, 2018 and on June 1, 10 

2018 for choice customers. Therefore, the Commission has already completed the 11 

required annual review for 2018 by December 1 and does not need to issue 12 

another capacity charge before the final order in U-20162, which will produce a 13 

capacity charge incorporating updated costs from this case.  14 

Low-income Programs 15 

Q. The Company is proposing a “rate increase” for the RIA credit. Does Staff agree 16 

with this?  17 

A. Staff takes issue with framing a change in the RIA as a “rate increase.” This 18 

implies that the program is designed behind a certain amount of money. That is 19 

not the case. The program sets a certain number of customers likely to enroll in it 20 

for the test period based on historical data and a rate based on the residential 21 

customer charge. The amount of money credited to RIA customers is a result of 22 

those two factors. It is not the starting point for the program.  In this manner, the 23 

4273



DIRECT TESTIMONY OF DANIEL J. GOTTSCHALK 
CASE NUMBER U-20162 

PART II 
 

13 
 

RIA Credit is the same as any other rate and should not be referred to or treated 1 

differently. 2 

Q. The Company has asked to add 35,000 customers to the estimated number of RIA 3 

customers to account for eligible electric only customers who were not 4 

automatically added to the program. Is Staff in favor of this addition?  5 

A. Staff does not believe it is reasonable to assume that all of the 35,000 eligible 6 

electric only customers would participate in the program. Exhibit S-18 shows the 7 

amount of eligible RIA customers and the amount actually enrolled in the 8 

program for each year for the past 5 years. This data results in an average 9 

participation rate in the RIA program of approximately 68%. If you apply that 10 

participation rate to the additional 35,000 electric only customers, that would 11 

result in an additional 23,800 estimated customers in the program. This would 12 

bring the total estimate of customers in the program to 58,800. As the Company 13 

has requested 70,000 customers for the RIA, Staff would round its estimate up to 14 

60,000 customers. This would result in a reduction of $900,000 to present 15 

revenue. This change is not included in Staff’s revenue requirement but the 16 

Commission should include it when deciding the outcomes in this case.  17 

Q. Does Staff propose to leave the RIA and Senior Citizen monthly bill credits at 18 

present levels? 19 

A. Yes. Traditionally, the RIA monthly credit has been equal to the residential 20 

customer charge, while the Senior Citizen monthly credit has been equal to half of 21 

the residential customer charge. Since Staff is proposing no change in the 22 

residential customer charge, no change is needed for these credits.  23 
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Q. Does this complete your testimony? 1 

A. Yes, it does.  2 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of the exhibits or schedules of exhibits

 3 sponsored by Mr. Gottschalk?  (No response.)

 4 Hearing none, those exhibit schedules are

 5 admitted.

 6 MR. SINGH:  Thank you, your Honor.  Next

 7 Staff moves to bind in the Qualifications and Direct

 8 Testimony of Mark J. Pung, which consists of a cover page

 9 and 11 pages of questions and answers.  Mr. Pung

10 sponsored Staff's Exhibit S-6 Schedule C3, Schedule F2,

11 Schedule F5, Schedule F6, and Schedule F3, which is a

12 52-page exhibit.  Absent from those 52 pages are pages 3

13 and 7, which my next witness sponsors in the same

14 schedule, in the same exhibit and schedule.  So at this

15 point, Staff moves for the admission of those exhibits

16 along with the Qualifications and Direct Testimony of

17 Mark J. Pung.  

18 JUDGE WALLACE:  Is there any objection to

19 binding in the testimony of Mr. Pung?  (No response.)

20 Hearing none, Mr. Pung's testimony is

21 bound in.

22 (Testimony bound in.)

23 -  -  - 

24  

25  

    Metro Court Reporters, Inc.   248.360.8865



November 7, 2018 

S T A T E  OF  M I C H I G A N 
 

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION 
 

* * * * 
 
 
 
 
In the matter of the application of ) 
DTE ELECTRIC COMPANY ) 
for authority to increase its rates, amend )      Case No. U-20162 
its rate schedules and rules governing the ) 
distribution and supply of electric energy, and ) 
for miscellaneous accounting authority. ) 
    
 
 
 

 

 

QUALIFICATIONS AND DIRECT TESTIMONY OF 

MARK J. PUNG 

MICHIGAN PUBLIC SERVICE COMMISSION 

 

4277



QUALIFICATIONS OF MARK J. PUNG 
CASE NUMBER U-20162 

PART I 
 

1 
 

Q. Please state your name and business address. 1 

A. My name is Mark J. Pung.  My business address is 7109 West Saginaw Highway, 2 

Lansing, Michigan 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (MPSC or 5 

Commission) as a Departmental Analyst in the Rates and Tariff Section of the 6 

Regulated Energy Division. 7 

Q. Please briefly describe your educational background. 8 

A. I graduated from Michigan State University in 2004 with a Bachelor of Arts 9 

degree in Supply Chain Management.   10 

Q. Have you completed any other courses? 11 

A. Yes, I have completed two graduate courses at Central Michigan University’s 12 

Lansing campus, Quantitative Applications in Administrative Decision Making 13 

and Financial Management.  I have also completed the Association of Edison 14 

Illuminating Company’s Fundamentals of Customer Load Data Analysis course 15 

and the National Association of Regulatory Utility Commissioners (NARUC) 16 

Annual Regulatory Studies Program held at Michigan State University. 17 

Q. What are your current responsibilities at the MPSC? 18 

A. In my current position at the MPSC, I participate in rate cases, PSCR 19 

Reconciliations, self-implementation reconciliations, and special contract cases.  20 

My duties also involve customer complaint and inquiry processing and tariff 21 

administration. 22 
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Q. Have you previously presented testimony or participated in utility cases before the 1 

MPSC? 2 

A. Yes.  I have participated in the following cases: 3 

Case No.              Utility                                                           Description 4 

U-14270-R Presque Isle, Cherryland, Tri-County, and PSCR Reconciliation 5 

  Great Lakes 6 

U-14637 Presque Isle Electric and Gas Cooperative Rate Design 7 

U-14710-R Presque Isle, Cherryland, Tri-County, and PSCR Reconciliation  8 

  Great Lakes   & TIER Audit 9 

U-14713-R Ontonagon County REA   Rate Design 10 

U-14745 Upper Peninsula Power Company   Rate Design 11 

U-14790 Great Lakes Energy Cooperative   Rate Design 12 

U-14893 SEMCO Energy Gas Company   Rate Design 13 

U-15071 Wisconsin Electric Power Company   Rate Design 14 

U-15114 Wisconsin Public Service Corp.   Ex parte of new rate 15 

U-15244 Detroit Edison Company   Rate Design 16 

U-15245 Consumers Energy Company   Rate Design 17 

U-15487 Alpena Power Company   Ex parte of new rate 18 

U-15500 Wisconsin Electric Power Company   Rate Design 19 

U-15645 Consumers Energy Company   Rate Design 20 

U-15981 Wisconsin Electric Power Company   Rate Design 21 

U-15988 Upper Peninsula Power Company   Rate Design 22 

U-16180 Indiana Michigan Power Company   Rate Design 23 
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Case No.              Utility                                                          Description 1 

U-16472 Detroit Edison Company   Rate Design 2 

U-16794 Consumers Energy Company   Rate Design 3 

U-16860 Consumers Energy Company   Revenue Decoupling 4 

U-16877 Michigan Consolidated Gas Company  Revenue Decoupling 5 

U-17043 Consumers Energy Company   VHWF 6 

U-17087 Consumers Energy Company   Rate Design 7 

U-17221 Michigan Gas Utilities Corporation   Revenue Decoupling 8 

U-17222 Michigan Gas Utilities Corporation   Un-collectables 9 

U-17479 Tilden Mining Company   RAS-1 Tariff 10 

U-17530 DTE Michigan Gathering Company   Ex parte of new rate 11 

U-17547 Michigan Gas Utilities Corporation   Revenue Decoupling 12 

U-17686 Michigan Gas Utilities Corporation   Tariff Revisions 13 

U-17688 Consumers Energy Company   Act 169 Case 14 

U-17735 Consumers Energy Company   Rate Design 15 

U-17895 Upper Peninsula Power Company   Rate Design 16 

U-17990 Consumers Energy Company   Rate Design 17 

U-18255 Detroit Edison Company   Rate Design 18 

U-18462 Northern States Power Company   Rate Design 19 

U-20101 Alpena Power Company   TCJA Credit A 20 

U-20108 Northern States Power Company   TCJA Credit A 21 

U-20110 Upper Michigan Energy Resource Corp.  TCJA Credit A 22 

U-20111 Upper Peninsula Power Company   TCJA Credit A 23 
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Q. What is the purpose of your testimony? 1 

A. I sponsor MPSC Staff’s (Staff) recommendation regarding present revenue, rate 2 

design, and proposed tariff and rule changes. 3 

Q. Are you sponsoring any exhibits? 4 

A. Yes, I am sponsoring the following exhibits: 5 

 Exhibit Schedule Description 6 

 S-3 C3 Staff’s Projected Operating Revenue 7 

 S-6 F2 Staff’s Summary of Present and Proposed Revenue by 8 

  Rate Schedule 9 

 S-6 F3 Staff’s Present and Proposed Revenue Calculations 10 

   (except pages 3 & 7) 11 

 S-6 F5 Staff’ Calculation of Voltage Level Distribution Charges 12 

 S-6 F6 Staff’s Calculation of Nuclear Surcharge 13 

Q. Please describe the adjustments Staff made to projected operating revenues 14 

reflected on Staff Exhibit S-3, Schedule C3. 15 

A. Staff updated the rates used to calculate projected revenues to reflect the rates 16 

approved in the Company’s Tax Cuts & Jobs Act Credit A case, Case U-20105. 17 

The Commission Order approving settlement in case U-20105 was made on July 18 

24, 2018 after the Company had filed its current rate case on July 6, 2018 and it 19 

was necessary for newly approved rates to be used in calculating projected 20 

revenues. The impact of implementing these changes was a decrease in projected 21 

revenues of approximately $148.2 million. 22 

 23 

4281



DIRECT TESTIMONY OF MARK J. PUNG 
CASE NUMBER U-20162 

PART II 
 

5 
 

RESIDENTIAL RATE DESIGN 1 

Q. Does Staff agree with DTE Electric Company’s (“DTE” or “the Company”) 2 

proposed rate design methodology for residential service? 3 

A. Yes, with certain modifications discussed below.  Staff also designed rates to 4 

recover Staff’s proposed revenue requirement. 5 

Q. Does Staff agree with the Company’s proposed residential distribution rate 6 

design? 7 

A. Yes.  Staff agrees that residential distribution rates should be designed in the same 8 

manner approved by the Commission in the Company’s previous general rate 9 

cases, Cases U-17767, U-18014, and U-18255, including the caveat that a 20% 10 

cap be applied to limit the increase of any specific variable distribution rate.  11 

Variable distribution rates are designed such that all residential secondary 12 

customers have the same rate. 13 

Q. What is Staff’s recommendation regarding the amount of the residential customer 14 

charge? 15 

A. Staff does not support the Company’s proposed increase from $7.50 to $9.00.  As 16 

Staff witness D. Gottschalk’s cost of service study reflects, Staff is recommending 17 

to retain the current residential customer charge of $7.50 per month.  (See the 18 

direct testimony of Staff witness Gottschalk.) 19 

Q. Has the Company proposed any residential rule or tariff changes? 20 

A. Yes. The Company is proposing to add language clarifying which rate applies 21 

when there is missing interval data, a modification to the Company’s line 22 

extension policy, tariffs for a new Weekend Flex Pilot provision, tariffs for a new 23 
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Fixed Bill Pilot provision on rate schedule D1, and tariffs for a new Distributed 1 

Generation Tariff to be Rider 18. 2 

Q. Does Staff agree with the Company’s proposed additional language to section 3 

C4.5 of its tariff book to clarify what rate applies when there is missing interval 4 

data? 5 

A. Yes.  The Company’s proposed addition is needed to determine which rate applies 6 

when there is missing interval data. The Company has properly proposed to apply 7 

the lesser rate in these circumstances, and although the Company already 8 

complies with these rules, it is necessary to have it added to the tariff book. 9 

Therefore, this proposed language addition should be approved by the 10 

Commission. 11 

Q. Does Staff agree with the Company’s proposed modification to the line extension 12 

policy? 13 

A. Yes. The language that the Company has proposed is similar to what the 14 

Commission has approved for Consumers Energy Company’s tariff, Section C1.6. 15 

Q. Does Staff agree with the Company’s addition of a Weekend Flex Pilot provision 16 

to rate schedule D1? 17 

A. Staff’s position on this issue is sponsored by Staff witness Nicolas M. Revere. 18 

Please see the direct testimony of Staff witness Nicholas M. Revere. 19 

Q. Does Staff agree with the Company’s addition of a new Fixed Bill Pilot provision 20 

to rate schedule D1? 21 

A. Staff’s position on this issue is sponsored by Staff witness Nicolas M. Revere. 22 

Please see the direct testimony of Staff witness Nicolas M. Revere. 23 
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Q. Does Staff agree with the Company’s proposed new Distributed Generation Tariff 1 

Rider 18? 2 

A. Staff’s position on this issue is sponsored by Staff witnesses Kevin S. Krause, 3 

Julie K. Baldwin, and Rob G. Ozar. Please see the direct testimony of these 4 

witnesses. 5 

 6 

COMMERCIAL SECONDARY RATE DESIGN 7 

Q. How did Staff allocate its commercial secondary power supply revenue targets in 8 

rate design? 9 

A. Staff used the same method as was used in Case No. U-18255 to allocate capacity 10 

and non-capacity targets to each individual rate schedule.  Rate schedules D3.2 11 

and D4 have their own separate cost columns in the cost of service study and their 12 

costs are directly assigned. The remaining rate schedules are contained in cost 13 

column D3/Other and costs are assigned to each rate schedule based upon each 14 

tariff’s percentage contribution to total present power supply revenue. 15 

Q. How did Staff design commercial secondary distribution rates? 16 

A. Commercial secondary distribution rates were calculated with the same method 17 

used in the Company’s previous general rate cases, Cases U-17767, U-18014, and 18 

U-18255.  This method continues to transition all commercial secondary 19 

customers to one uniform distribution rate.  However, instead of capping the 20 

increase to any one individual rate schedule at 20% like in previous cases, the 21 

increase was capped at 10% in this case.  This is the same method proposed by 22 

DTE in this case.  However, Staff’s distribution rates will differ from the 23 
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Company’s, because Staff’s proposed revenue requirement and cost of service 1 

study was used rather than the Company’s. 2 

Q. Does Staff agree with the Company’s proposed changes related to commercial 3 

secondary service charges? 4 

A. No.  Staff does not support the Company’s proposed increase from $11.25 to 5 

$15.00.  As Staff witness Daniel Gottschalk’s cost of service study reflects, Staff 6 

recommends maintaining the commercial secondary service charges at their 7 

current level of $11.25 per month.  Please see the direct testimony of Staff witness 8 

Gottschalk. 9 

 10 

PRIMARY RATE DESIGN AND TARIFF CHANGES 11 

Q. What is Staff’s recommendation regarding power supply rate design for the 12 

commercial and primary customer classes? 13 

A. Staff followed the same power supply rate design methodology for primary 14 

customers as the Company. Staff designed its power supply rates to collect Staff’s 15 

revenue requirement. 16 

Q. How did Staff design primary class distribution rates? 17 

A. Staff designed primary distribution rates by calculating one distribution rate for 18 

each voltage level to be applied uniformly to every primary class rate schedule, 19 

with the exception of rates D10, R1.1, and R1.2, which have energy-based 20 

delivery charges.  For these rates, Staff calculated energy charges equivalent to 21 

Staff’s voltage level distribution charges.  This is the same method the Company 22 

used in designing primary class distribution rates in this case and the same 23 
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method approved by the Commission in the Company’s previous three general 1 

rate cases. 2 

Q. Does Staff agree with the Company’s methodology in determining the power 3 

supply demand charge and energy voltage level discounts for rates D11 and D8? 4 

A. No. The Company has not proposed to use the method the Commission approved 5 

in the Company’s previous two rate cases, Case Nos. U-18014 and U-18255. 6 

Instead the Company has proposed what appears to be the same methodology that 7 

it proposed in the previous rate case where loss adjusted sales are used to allocate 8 

energy revenue to each voltage level and then voltage level energy rates are used 9 

to determine the proposed voltage level energy discounts. Staff proposes to 10 

calculate power supply demand and energy voltage level discounts in the same 11 

manner as approved by the Commission. The voltage level loss factor differentials 12 

for demand and energy are applied directly to the proposed demand and energy 13 

charges to produce the discounts. 14 

Q. Does Staff agree with the Company’s proposed nuclear surcharge increase? 15 

A. Yes. Staff has calculated the proposed nuclear surcharge in the same manner as 16 

the Company. 17 

 18 

STREET LIGHTING RATE DESIGN 19 

Q. Does Staff agree with the Company’s rate design for street lighting? 20 

A. Yes. Staff used the same method as the Company to design rates for street 21 

lighting but updated for Staff’s cost of service study and revenue requirements. 22 
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Q. What is Staff’s position regarding the Company’s proposal to create a “post” 1 

charge for underground-fed lighting for both the E1 Option 1 and the D9 rate 2 

schedules? 3 

A. Staff does not oppose the Company’s creation of a post charge as an alternative 4 

method to Contributions in Aid of Construction (CIAC) for newly installed 5 

underground-fed lighting. The Company’s proposal provides more financing 6 

options to lighting customers. 7 

 8 

MISCELLANEOUS TARIFF ISSUES 9 

Q. What is Staff’s position regarding the Company’s proposal to use a third-party 10 

vendor to recover insufficient fund payments and to increase the current returned 11 

check charge? 12 

A. Staff does not oppose the Company’s proposal to use a third-party vendor to 13 

recover insufficient fund payments by re-presenting or re-submitting payment 14 

based upon a proprietary algorithm that is designed to successfully recover 15 

payment 70-85% of the time. 16 

Q. Does Staff agree with the Company’s proposal to increase the returned check 17 

charge to the maximum amount allowed by the State of Michigan? 18 

A. No. The Company did not provide the necessary cost analysis to support 19 

increasing the returned check charge from its current level of $15.00. Customers 20 

who get assessed this charge are often people who do not have a lot of resources 21 

and cannot easily absorb such an increase. Staff believes that the current charge of 22 
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$15 is enough to deter customers from making payments that are returned for 1 

insufficient funds so long as it is enforced. 2 

Q. Does this conclude your testimony? 3 

A. Yes, it does. 4 
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 1 JUDGE WALLACE:  So is there any objection

 2 to the admission of the portions, schedules of the

 3 exhibits sponsored by Mr. Pung?  (No response.)

 4 Hearing none, those exhibits and/or

 5 portions of exhibits are admitted.

 6 MR. SINGH:  Thank you, your Honor.  I

 7 also neglected to mention that Mr. Pung sponsored a

 8 rebuttal testimony, consisting of a cover page and two

 9 pages of questions and answers.  Staff moves for the

10 admission -- or for the binding in of that rebuttal

11 testimony.  

12 JUDGE WALLACE:  Is there any objection to

13 the binding in of the rebuttal testimony of Mr. Pung?

14 (No response.)

15 Hearing none, Mr. Pung's rebuttal

16 testimony is bound in.

17 (Testimony bound in.)

18 -  -  - 

19

20

21

22

23

24

25
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Q. Are you the same Mark J. Pung that filed direct testimony in this case? 1 

A. Yes. 2 

Q. What is the purpose of your testimony? 3 

A. The purpose of my rebuttal testimony is to provide Staff’s position on Kroger 4 

witness Justin Bieber’s testimony in this case addressing Kroger’s proposed rate 5 

design. 6 

Q. What is Kroger witness Justin Bieber’s proposal regarding rate design? 7 

A. Kroger witness Bieber proposes that, to the extent that the authorized revenue 8 

requirement is lower than the Company’s proposed amount, that reduction should 9 

be applied proportionally to all of the rate design elements. For example, if the 10 

authorized revenue requirement is 20% less than the Company’s proposal, then 11 

each rate element and charge should be reduced by that same percentage. 12 

Q. Does Staff agree with Kroger witness Bieber’s proposal for rate design? 13 

A. No.  The reduced revenue requirement must be flowed through the cost of service 14 

study so that the Commission approved allocation methodologies are applied to 15 

each rate class. The results of the cost of service study are then used to guide rate 16 

design in providing the appropriate price signals that match the manner in which 17 

costs are caused.  This is not the same as simply reducing every rate component 18 

by an equal percentage as proposed by Kroger witness Bieber. This will result in 19 

worse price signals because certain costs that are appropriately collected using 20 

one rate component will not be collected in a manner consistent with their 21 

allocation and will end up in another component. Kroger’s rate design proposal 22 

should be rejected for the simple reason that it does not send proper price signals. 23 
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Q. Does this conclude your rebuttal testimony? 1 

A. Yes, it does. 2 
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 1 MR. SINGH:  Thank you, your Honor.

 2 Lastly, Staff moves to bind in the Qualifications and

 3 Direct Testimony of Nicholas M. Revere, consisting of a

 4 cover page and nine pages of questions and answers.

 5 Mr. Revere sponsored Staff's Exhibit S-16.1, S-16.2, S-6

 6 Schedules F3, pages 3 and 7, and Exhibit S-16.3, and at

 7 this point Staff moves for the admission of those

 8 exhibits.

 9 JUDGE WALLACE:  Is there any objection to

10 the binding in the testimony of Mr. Revere?  (No

11 response.)

12 Hearing none, Mr. Revere's testimony is

13 bound in the record.

14 (Testimony bound in.)

15 -  -  - 

16

17

18

19

20

21

22

23

24

25
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Q. Please state your name and business address. 1 

A. My name is Nicholas M. Revere.  My business address is 7109 West Saginaw Hwy, 2 

Lansing, Michigan 48917. 3 

Q. By whom are you employed and in what capacity? 4 

A. I am employed by the Michigan Public Service Commission (MPSC or Commission) as 5 

the Manager of the Rates and Tariff Section of the Regulated Energy Division. 6 

Q. Would you briefly describe your academic background? 7 

A. I received a Bachelor of Arts degree in Political Science and a Bachelor of Arts degree in 8 

Economics from Michigan State University in 2006.  In August of 2008 and 2009, I 9 

completed the annual National Association of Regulatory Utility Commissioners 10 

(NARUC) regulatory studies program at Michigan State University, which included 11 

courses on ratemaking, rate case auditing, regulatory policy, and other regulatory issues.  12 

In September of 2010, I completed the Institute for Public Utilities Advanced Regulatory 13 

Studies Program.  In October 2012, I completed the Association of Edison Illuminating 14 

Companies’ Advanced Course in Load Research. 15 

Q. What are your current responsibilities at the MPSC? 16 

A. As Manager of the Rates and Tariff Section, I supervise the members of and oversee the 17 

responsibilities of the section.  The responsibilities of the section include, but are not 18 

limited to, analyzing utility reports, financial records, and rate case filings to determine the 19 

appropriate level of rates for regulated energy utilities, utilizing laws, regulations, and 20 

Commission policies.  The section is charged with conducting MPSC Staff (Staff) Cost of 21 

Service allocation studies (COSS) and rate designs for gas and electric utilities and 22 

reviewing special contracts, gas storage rates, and Act 9 intrastate pipeline rates.  The 23 
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section is also involved in customer complaint and inquiry processing, updating electric 1 

and gas comparison spreadsheets for the MPSC website, and tariff administration. 2 

Q. Have you previously filed testimony in any cases before the Commission? 3 

A. Yes.  I filed testimony in the following cases: 4 

 Case  Company      Case Type 5 

 U-15645 Consumers Energy Electric    Rate Case 6 

 U-15766 MichCon Gathering v. Highmount   Act 9 Complaint 7 

 U-15768 Detroit Edison/DTE Electric    Rate Case 8 

 U-15985 MichCon/DTE Gas     Rate Case 9 

 U-15986 Consumers Energy Gas    Rate Case 10 

 U-16169 SEMCO Gas      Rate Case 11 

 U-16191 Consumers Energy Electric    Rate Case 12 

 U-16566 Consumers Energy Electric    RDM Recon 13 

 U-16568 Upper Peninsula Power Company   RDM Recon 14 

 U-16780 Detroit Edison/DTE Electric    RDM Recon 15 

 U-16830 Wisconsin Electric Power Company   Rate Case 16 

 U-16952 Detroit Edison/DTE Electric    ECIM Recon 17 

 U-16999 MichCon/DTE Gas     Rate Case 18 

 U-17643 Consumers Energy Gas    Rate Case 19 

 U-17688 Consumers Energy Electric    Act 169 20 

 U-17689 Detroit Edison/DTE Electric    Act 169 21 

 U-17701 MichCon/ DTE Gas     IRM 22 

 U-17735 Consumers Energy Electric    Rate Case 23 
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 U-17767 Detroit Edison/DTE Electric    Rate Case 1 

 U-17882 Consumers Energy Gas    Rate Case 2 

 U-17990 Consumers Energy Electric    Rate Case 3 

 U-18010 Consumers Energy Gas    Contract 4 

 U-18014 Detroit Edison/DTE Electric    Rate Case 5 

 U-18124 Consumers Energy Gas    Rate Case 6 

 U-18224 Upper Michigan Energy Resources Corporation CON 7 

 U-18239 Consumers Energy Electric    SRM 8 

 U-18248 Detroit Edison/DTE Electric    SRM 9 

 U-18250 Consumers Energy Electric    Securitization 10 

 U-18253 Upper Michigan Energy Resources Corporation SRM 11 

 U-18254 Upper Peninsula Power Company   SRM 12 

 U-18255 Detroit Edison/DTE Electric    Rate Case 13 

 U-18258 Cloverland Electric Cooperative   SRM 14 

 U-18322 Consumers Energy Electric    Rate Case 15 

 U-18370 Indiana Michigan Power Company   Rate Case 16 

 U-18999 DTE Gas      Rate Case 17 

 U-20111 Upper Peninsula Power Company   TCJA Credit A 18 

 U-20114 Michigan Gas Utilities    TCJA Credit A 19 

 U-20130 Upper Michigan Energy Resources Corporation SRM 20 

U-20131 Upper Peninsula Power Company   SRM 21 

U-20144 Cloverland Electric Cooperative   SRM22 
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Q. What is the purpose of your testimony in this case? 1 

A. The purpose of my testimony is to present Staff’s position on DTE Electric Company’s 2 

(the Company) proposed Weekend Flex Pilot, proposed Fixed Bill Pilot, certain proposals 3 

related to Summer On-Peak rates, and Staff’s calculation of unbundled transmission rates 4 

required for the Distributed Generation (DG) tariff. 5 

Q. Are you sponsoring any exhibits? 6 

A. Yes, I am sponsoring the following exhibits: 7 

 Exhibit S-6, Schedule F3, pages 3 and 7 8 

 Exhibit S-16.1 Response to audit request NMR-1 9 

 Exhibit S-16.2 Staff LMP Differential Calculation 10 

 Exhibit S-16.3 Staff Transmission Unbundling 11 

Q. What is Staff’s position on the proposed rate pilots, Weekend Flex and Fixed Bill? 12 

A. Staff recommends that the Commission not approve either pilot.  Both pilots dilute (or 13 

practically eliminate) the price signals sent to customers to facilitate economically efficient 14 

use of electricity.  In addition, the disconnect between usage and what customers pay would 15 

likely hamper Energy Waste Reduction efforts. 16 

Q. What claims does the Company make with regard to customer interest in and potential 17 

uptake of these customers? 18 

A. According to the survey of residential customers cited by the Company, only 6% of 19 

respondents state they would sign up for the Weekend Flex Pilot, and only 11% would 20 

choose the Fixed Bill Pilot over their current rate.  Approximately 11% of customers agree 21 

that the availability of Weekend Flex would increase their overall satisfaction with the 22 
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Company.  In Staff’s opinion, this level of interest and expected increase in satisfaction 1 

does not outweigh concerns related to diluting price signals for these customers. 2 

Q. The Company claims that the Weekend Flex Pilot still sends a “long-term” conservation 3 

signal.  Does Staff agree? 4 

A. No.  The claimed “long-term” conservation signal is just the fact that subsequent offers 5 

would incorporate any usage changes.  This is insufficient.  As stated before, the pilot 6 

would dilute price signals and likely lead to inefficient usage.  The Company makes a 7 

similar claim for the Fixed Bill Pilot, which should be rejected for similar reasons. 8 

Q. Does Staff have any other concerns with the proposed pilots? 9 

A. Yes.  Staff does not support the “reasonable usage clause” proposed by the Company, as it 10 

would result in exactly the behavior Staff is concerned about due to the dilution of price 11 

signals, which would then require the customer to pay what they would have paid had the 12 

correct price signals been sent in the first place.  If the Commission should decide to 13 

approve this program, the reasonable usage clause should not be approved, or result in 14 

customers being removed from the program without being required to pay what they would 15 

have paid under normal rates.  Staff also does not support the automatic re-enrollment of 16 

customers into either pilot.  Customers should be required to proactively request to remain 17 

on either pilot when the renewal is necessary. 18 

Q. Does Staff agree with the Company’s proposal to not implement summer on-peak rates? 19 

A. No.  As noted by the Company, all of their arguments against the implementation of 20 

summer on-peak rates have previously been rejected by the Commission.  The Company 21 

presents nothing new or compelling to support their position. 22 

Q. Does Staff agree with the Company’s proposed summer on-peak residential rate design? 23 
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A. In general, yes. Staff, however, recommends an update to the Company’s proposed 1 

summer on-peak transition plan and a modification to the differentials.  2 

Q. Has the Company made any revisions to its plan to transition customers to the proposed 3 

summer on-peak rate since its initial filing? 4 

A. Yes. Through audit, and as shown in Staff Exhibit S-16.1, the Company is proposing an 5 

alteration of the timeline of the project, as well as the addition of a pilot phase. The audit 6 

response states:  7 

  The Company’s updated transition plan considered timing and cost associated 8 

with the following: 1) Designing, testing and implementing major changes to 9 

customer service channels, billing systems, AMI metering, and infrastructure 10 

related to Information Technology (IT); 2) Research, development of 11 

communication materials and campaigns, and customer engagement related to 12 

Corporate Communications, and 3) Contact center and customer experience 13 

impacts related to Customer Service. 14 

  With the advent of these large-scale changes, the Company recommends a phased 15 

pilot approach that will provide the ability to learn and make changes to various 16 

business units such as IT, Corporate Communications, and Customer Service, 17 

prior to a full implementation. In addition, the Company considers a phased pilot 18 

approach as critical to ensuring billing and meter infrastructure is operating 19 

appropriately within the summer on-peak rate parameters, minimizing billing 20 

exceptions for full implementation, and reducing adverse customer satisfaction 21 

impacts. 22 
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 The Company also puts forward two proposed updated plans: the recommended plan and 1 

the alternative plan.  The main difference between the two is an extended phase of 2 

piloting different rate designs in the recommended plan, which results in full 3 

implementation of the summer on-peak rate being delayed until 2022, rather than 2021.  4 

Testing different rate designs is unnecessary.  Staff supports the Company’s proposed 5 

summer on-peak rate design in the instant case (with some modifications discussed later 6 

in my testimony), and recommends that the recommended plan be rejected. 7 

Q. Does Staff agree with the Company’s alternative plan? 8 

A. Yes. Upon initial review, Staff determined that the aggressive timeline would not allow 9 

for reasonable integration of the new rate design into the Company’s systems, 10 

particularly in light of the difficulties still being experienced in the Company’s shift to 11 

new systems for Customer 360. It seems apparent from audit responses that the Company 12 

took the time since filing the instant case to develop an appropriate plan for such 13 

integration. The alternative plan revisions found in Exhibit S-16.1 are reasonable, and 14 

they will lead to a better result. 15 

Q. What is Staff’s position on the Company’s proposed differentials related to the summer 16 

on-peak rate? 17 

A. Staff opposes the Company’s proposals for two reasons.  First, for the residential rate 18 

differential, the Company utilized the summer on/off-peak differential.  In Staff’s 19 

opinion, the differential should be based on the Locational Marginal Price (LMP) 20 

differential between summer on-peak (as defined by the Company, 4PM-9PM) and all 21 

other kWh, as those are the time periods the rate utilizes.  Using data provided by the 22 

Company, Staff calculated the differential on Exhibit S-16.2.  Staff recommends this 23 
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differential be utilized for residential rate design, incorporating further adjustments 1 

described below.  Second, the Company uses the difference in LMPs in cents per kWh to 2 

guide their rate differentials.  In Staff’s opinion, it is more appropriate to utilize the 3 

percentage difference in LMPs to guide the rate differentials.  For example, as the LMP 4 

(combined with capacity, as described below) for all hours other than summer on-peak is 5 

approximately 2.9 cents per kWh, and the LMP for summer on-peak is approximately 4.1 6 

cents per kWh, the differential is approximately 1.3 cents, or 44%.  When applied to the 7 

rates actually charged to residential customers, however, that same differential is only 8 

approximately 37% ((3.7-2.7)/3.7).  While the difference between the two percentages 9 

does not seem like much, Staff’s proposed non-capacity charges are higher than the 10 

Company’s, exacerbating the issue and further driving the results apart.  Therefore, Staff 11 

recommends the percentage LMP differences be utilized to guide differentials.  In 12 

addition, the Company maintained the current rate structure for capacity charges.  This is 13 

inappropriate.  It is more appropriate to apply the same on- and off-peak definitions to the 14 

capacity charge as the non-capacity charge, rather than maintaining the inappropriate and 15 

unnecessary current structure.  In Staff’s opinion, it is appropriate to charge more for 16 

capacity during summer on-peak hours, as this is when the peaks that determine 17 

allocation are set.  Therefore, Staff proposes to apply the same differential to capacity 18 

rates as to non-capacity rates.  This is consistent with Staff’s proposal in the current 19 

Consumers Energy electric general rate case, MPSC Case No. U-20134.  In the 20 

alternative, Staff recommends that the capacity rate be the same for the Summer on-peak 21 

and off-peak periods.  The current rate structure should not be maintained.  Staff’s 22 

recommendation is reflected on pages 3 and 7 of Exhibit S-6, Schedule F3. 23 
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Q. Are you sponsoring the calculation of transmission unbundled rates for use in Staff’s 1 

proposed DG tariffs? 2 

A. Yes.  These rates are presented on Exhibit S-16.3.  Staff utilized the transmission expense 3 

by class from Staff’s proposed cost of service study to calculate transmission rates.  This 4 

rate was then subtracted from Staff’s proposed non-capacity power supply rates to 5 

determine the unbundled transmission and non-capacity non-transmission power supply 6 

rates for each rate schedule.  These unbundled rates should either be shown on the 7 

individual tariffs, or included within the DG tariff, and recalculated each case to ensure 8 

appropriate DG compensation.  These rates should be utilized as described by Staff 9 

witness Julie K. Baldwin. 10 

Q. Does Staff recommend any changes to the Company’s Dynamic Peak Pricing (DPP) rate 11 

D1.8? 12 

A. Yes.  Staff recommends that the maximum number of critical peak events that can be 13 

called be lowered from 20 (80 total hours / 4 hour on-peak/critical-peak period) to 14 (14 14 

events * 4 hours each = 56 hours).  This will make the maximum number of events 15 

consistent between the Company and Consumers Energy and will likely increase the 16 

marketability of the rate, increasing the potential available DR resources. 17 

Q. Does this complete your testimony? 18 

A. Yes, it does. 19 
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 1 JUDGE WALLACE:  Is there any objection to

 2 the admission of the exhibits or portions of exhibits

 3 sponsored by Mr. Revere?  (No response.)

 4 Hearing none, those exhibits, portions of

 5 exhibits are admitted.

 6 MR. SINGH:  Thank you, your Honor.  That

 7 concludes Staff's presentation.  

 8 JUDGE WALLACE:  O.K.  Now --

 9 MS. HAYDEN:  We have one very simple

10 request.  In lieu of cross-examining Staff witness

11 Mr. Evans, the Company and Staff reached an agreement,

12 and the Company moves for the admission into the record

13 of Exhibit A-44, which is a discovery response prepared

14 by Mr. Evans, it consists of six pages, even though it

15 starts with page No. 2.

16 (Document distributed and marked for identification

17 by the Court Reporter as Exhibit No. A-44.)

18 JUDGE WALLACE:  Is there any objection to

19 the admission of Exhibit A-44?  (No response.)

20 Hearing none, Exhibit A-44 is admitted.

21 Off the record for a minute.

22 (A discussion was held off the record.)

23 JUDGE WALLACE:  Let's go on the record.

24 So Exhibit A-29 has been admitted.  I'm not going to

25 worry about any of these others because we know they have
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 1 been.  O.K.  So that was on the 12th.  Volume 4.

 2 Schedule A -- or sorry.  Exhibit A-6 has been admitted,

 3 Exhibit A-31 has been admitted, Exhibit A-41 has been

 4 admitted.

 5 Do you have 5?  Just the beginning is all

 6 I need of it.

 7 (Document provided to Judge Wallace.)

 8 JUDGE WALLACE:  Are you guys keeping

 9 track of what's been admitted?  Exhibit A-1 has been

10 admitted.  Do we need start over?

11 MS. HAYDEN:  I have 6, 31 -- 41.

12 JUDGE WALLACE:  So A-1 has been admitted.

13 A-4 has been admitted, A-5 has been admitted, A-11 has

14 been admitted, A-15 has been admitted, A-17 has been

15 admitted, A-18 has been admitted, A-20 has been admitted,

16 A-25 has been admitted, A-28 has been admitted, A-33 has

17 been admitted, A-35 has been admitted, A-38 has been

18 admitted, A-40, a Confidential exhibit, has been

19 admitted.  And then I think everything else is other

20 people.  O.K.  So that's Volume 5.

21 This is Volume 6.  O.K.  Still people on

22 A-12.  A-14 has been admitted, A-21 has been admitted,

23 A-32 has been admitted, A-37 has been admitted.  I think

24 everything else is other people.  Those have all been

25 admitted.
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 1 So this is Volume 7.  So is that today?

 2 MS. SCHROEDER:  Yesterday.

 3 JUDGE WALLACE:  Yesterday.  O.K.  A-2 has

 4 been admitted again?  

 5 MS. KEARNEY:  No, that's the first time.

 6 JUDGE WALLACE:  O.K.  A-3, A-22, A-36,

 7 A-39.  

 8 O.K.  And so what have we admitted today,

 9 do we know?  

10 (A discussion was held off the record.)

11 JUDGE WALLACE:  Back on the record.

12 MS. HAYDEN:  Yes.  O.K.  So just to

13 recap, I'll walk through the exhibits that we know have

14 been admitted for the Company, and we have that as

15 Exhibit A-1, Exhibit A-4, Exhibit A-5, A-11, A-15, A-17,

16 A-18, A-20, A-6 -- I apologize for going out of order --

17 A-14, A-21, A-32, A-37, A-31, A-25, A-28, A-33, A-35,

18 A-38, A-40, A-41, A-22, A-36, A-39, and also A-44.  And

19 the Company would move to admit those exhibits that may

20 still be outstanding; we believe those to be Exhibit A-10

21 A-23, A-34 -- I'm going to start over.  I apologize.  I'm

22 going to go in order.  A-7, A-8, A-9, A-10, A-12, A-13,

23 A-16, A-19, A-23, A-24, A-26, A-27, A-29, A-30, A-34,

24 A-37, A-42, A-43.  And last, the Company would move to

25 admit Exhibit A-42, which was a rebuttal exhibit of
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 1 Mr. Dennis that I neglected to move for the admission of

 2 earlier when Mr. Dennis was on the stand.

 3 JUDGE WALLACE:  Thank you, Ms. Hayden.

 4 Is there any objection to the admission of the exhibits

 5 that Ms. Hayden listed, as well as any other exhibits

 6 that were offered, marked, and were not objected to at

 7 the hearings over the past week?  (No response.)

 8 Hearing none, those exhibits are all

 9 admitted.  I will note for the record that the only

10 Exhibit schedule that was not admitted was Exhibit A-41

11 Schedule EE4, the remainder of the Company's exhibits

12 were admitted.

13 O.K.  Is there anything else?

14 MR. BZDOK:  I have a series of oral

15 motions.  

16 JUDGE WALLACE:  Thank you for that.

17 MR. BZDOK:  I do not.  

18 JUDGE WALLACE:  I believe we are

19 adjourned.  Thank all very much.  We're off the record.

20 (At 6:17 p.m., the hearing concluded.)

21 -  -  - 

22  

23  

24  

25  
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 1  

 2 C E R T I F I C A T E 

 3    We, Marie T. Schroeder and Lori Anne Penn, do 

 4 hereby certify that we reported in stenotype the 

 5 proceedings had in the within-entitled matter, that  

 6 being Case No. U-18424, before Sally L. Wallace, 

 7 Administrative Law Judge with MAHS, at the Michigan 

 8 Public Service Commission, Lansing, Michigan, on      

 9 Wednesday, December 19, 2018; and do further certify that 

10 the foregoing transcript, consisting of Volume 8, is a 

11 true and correct transcript of our stenotype notes. 

12  

13  

14 _______________________________ 

15 Marie T. Schroeder, CSR-2183 

 

16  

17  

18 _______________________________ 

19                   Lori Anne Penn, CSR-1315 

33231 Grand River Avenue 

20 Farmington, Michigan  48336 

                  metrostate@sbcglobal.net 

21  

22  

23 Dated:  December 20, 2018 

24   
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