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INTRODUCTION

On October 29, 2019, the Attorney General Dana Nessel, through Assistant
Attorney General Joel B. King, filed an initial brief in this matter before the
Michigan Public Service Commission (“MPSC” or “Commission”) responding to the
Application filed by DTE Electric Company (“DTE,” “DTE Electric,” or the
“Company”) seeking approval of its Integrated Resource Plan (IRP). Other parties
to this proceeding also filed initial briefs, including DTE, Michigan Public Service
Commission Staff (Staff), the Association of Businesses Advocating Tariff Equity
(ABATE), ITC Holdings Corporation (ITC), City of Ann Arbor, Michigan Energy
Innovation Business Council and Institute for Energy Innovation, Energy Michigan
Inc., Geronimo Energy, the Michigan Environmental Council, Natural Resource
Defense Council and Sierra Club (collectively, “MEC-NRDC-SC”), Environmental
Law & Policy Center, Union of Concerned Scientists, Solar Energy Industries
Association, and Vote Solar (collectively, “ELPC”), Soulardarity, and Great Lakes
Renewable Energy Association (GLREA).

The Attorney General (AG) files this reply brief to respond primarily to issues
raised in DTE’s initial brief but also addresses some of the arguments and issues
raised by other parties. The AG’s decision not to address certain issues in this reply
brief is not a waiver of those issues nor does it indicate agreement with or
acquiescence to those issues. The AG’s briefs, as well as her expert witnesses’
testimony and exhibits, should be considered in evaluating her position on the

issues appearing in this case.



MCL 460.6t(8) provides that to approve a proposed IRP, the Commission
must determine all of the following:

(a) The proposed integrated resource plan represents the most reasonable and
prudent means of meeting the electric utility’s energy and capacity needs.
To determine whether the integrated resource plan is the most reasonable
and prudent means of meeting energy and capacity needs, the commission
shall consider whether the plan appropriately balances all of the following
factors:

(1) Resource adequacy and capacity to serve anticipated peak electric
load, applicable planning margin, and local clearing requirement.

(1) Compliance with applicable state and federal environmental
regulations.

(iti) Competitive pricing.

(iv)  Reliability.

(v) Commodity price risks.

(vi)  Diversity of generation supply.

(vit)  Whether the proposed levels of peak load reduction and energy
waste reduction are reasonable and cost effective.

(b) To the extent practicable, the construction or investment in a new or
existing capacity resource in this state is completed using a workforce
composed of residents of this state as determined by the commission. This
subdivision does not apply to a capacity resource that is located in a
county that lies on the border with another state.

(¢c) The plan meets the requirements of subsection (5).1

DTE asserts that its IRP meets these requirements.2 To the contrary, the
Company’s IRP proposal fails to meet many of these requirements, as discussed
below and in the AG’s initial brief. Additionally, the AG notes up front that DTE’s
IRP lacks a coherent discussion about, or the required information needed to
determine, how its customers’ rates will be impacted if the proposals laid out in its

IRP are implemented. This is unacceptable. As a result of the above, the AG

1 MCL 460.6t(8) (emphasis added).
2 DTE Initial Brief, pp 10-11.



requests that the ALJ recommend to the Commission that the Company’s IRP, as
presented, is not the most reasonable and prudent means of meeting energy and
capacity needs, as is required by MCL 460.6t(8).

The Attorney General is participating in this IRP proceeding in large part as
an advocate for ratepayers, especially residential ratepayers. Because this
proceeding addresses resource planning over the next 5, 10, and 15 years, the
Attorney General urges the Commission to keep considerations of the affordability
of any plan it approves, as it relates to all ratepayers, and specifically lower income
persons, senior citizens and other vulnerable ratepayers, central to its calculus. At
the same time the AG recognizes that issues of reliability and clean energy/carbon
reduction are also of paramount importance. Accordingly, the AG requests that the
Commission be mindful of, and explicitly explain, how all decisions will impact the
rates DTE’s customers are asked to pay while balancing critical reliability and
carbon reduction goals. It is the Company’s burden to prove that its requests are
reasonable and prudent.3

This reply brief addresses the following issues:

I. Jurisdiction and Standard of Review

I1. DTE Electric’s IRP — Sales Forecasts

III.  Distribution and Transmission Planning

IV. River Rouge Concerns

SMCL 460.6t(8)(a).



The Attorney General requests that the Commission issue an order reflecting
the observations and recommendations included in the Attorney General’s expert

witnesses’ testimony and exhibits and in her briefs.

ARGUMENTS

1. Jurisdiction and Standard of Review

In DTE’s brief, in the section on jurisdiction and standard of review, the
Company states that the evidentiary standard of a preponderance of the evidence
“effectively bars last-minute criticisms of the Company’s evidentiary presentation.”
For support, the Company cites to the January 11, 2010 Opinion and Order in Case
Nos. U-15768 and U-15751. The AG notes that the statement that a preponderance
of the evidence standard “bars last minute criticisms” of a party’s evidentiary
presentation is overly broad and is not supported by the specific cases cited by the
Company. It is unclear from DTE’s brief how that statement would apply in this
case, but given the tight timeframes under which IRP cases proceed and the fact
that receipt of discovery responses is often unpredictable and delayed for various
reasons, the AG argues that the Company’s statement in this section is vague and
appears to be an attempt to improperly shift a burden onto intervenors and other

parties.

4 DTE Initial Brief, pp 12-13.



In the Opinion and Order in case Nos. U-15768 and U-15751, the
Commission took issue with the fact that Staff asked the Company questions in a
reply brief, and attempted to use the fact that those questions were unanswered
against the utility.? This is much more narrow than “last-minute criticisms” that
the Company argues should be barred under a preponderance of the evidence
standard. Again, the AG is not entirely sure what the Company had in mind with
that statement but wanted to flag it for the Commaission as it appears to be an
attempt to take an opportunity away from other parties to make valid arguments

against the Company’s proposals.

1I1. DTE Electric’s IRP — Sales Forecasts

In its 1nitial brief, DTE discusses its future sales forecasts and some of the
critiques and recommendations put forth by intervenors.¢ After an overview of the
Company’s forecasting methodology,” DTE’s brief discusses AG witness Dismukes’
suggestion that the Company’s electric vehicle (EV) forecast is too high.®8 As noted

in the AG’s brief, the AG recommends that the Commission reject DTE’s sales

5 “However, to hold questions until a reply brief does not permit the company a fair
opportunity to respond to specific objections.” January 11, 2010 Opinion and Order
in Case Nos. U-15768 and U-15751, p 37.

6 DTE Initial Brief, pp 43-47.
71d., pp 43-44.
8 Id., pp 46.



forecasts and instead adopt the alternative load forecast as presented in Exhibit
AG-4.9

In reply to DTE’s brief, the AG argues that 1) DTE’s forecasting model and
methodology is unsound and lacks robustness, and that 2) Dr. Dismukes’ EV
forecast is more realistic and more reasonable than DTE’s.

First, the AG argues that the Company’s forecasting process as laid out in its
testimony and initial brief lacks robustness. Several examples help to make the
AG’s point.

With regard to DTE’s Offices Sales forecast model, Exhibit AG-8 contains a
workpaper created Company witness Leuker entitled “WP MBL-8 Commercial
Inputs.”10 Page 13 of the workpaper, entitled “Model Info,” includes a column
labeled “mkt,” and in that column is an entry labeled “OFFICES.”!! In the
OFFICES row there is an entry in column “y” labeled OFFICES_sales, and an entry
in column “x” labeled “POP_45UP.” In response to discovery request AGDE-
1.18avii, which is included as Exhibit AG-9, DTE indicated that POP-45UP refers to
“Southeast Michigan’s Population ages 45 and over.” Accordingly, DTE’s regression

model implies that the Company’s sales of electricity to offices is somehow driven by

9 AG Initial Brief, pp 20-29.
10 This workpaper provides inputs for DTE’s commercial forecasting model.
11 Ex. AG-8.



Southeast Michigan’s population that is 45 and older. This is nonsensical and a
good example of the lack of robustness of DTE’s forecast modeling.

Similarly, in Exhibit AG-8, page 18 contains DTE’s Supermarket forecast. In
2004, DTE’s sales to supermarkets were 1,148.8 GWh.12 In 2016, sales to
supermarkets were only 594.4 GWh.13 That decline from 2004 to 2016 results in an
average compound annual growth rate (CAGR) of negative 5 percent.14 However,
according to DTE’s workpaper, the Company’s forecasted CAGR of electricity sales
to supermarkets from 2016 to 2042 is a positive 0.1 percent.1®> Exhibit AG-10
contains the equivalent worksheet (to Exhibit AG-8, page 18) from DTE’s Certificate
of Necessity proceeding, U-18419, which was provided in this case in response to
discovery request AGDE-2.68b.16 This workpaper contains historical sales data
from 1992 to 2015, which is one year shy of the historical data contained in Exhibit
AG-8 in this proceeding.l” According to the workpaper in Ex. AG-10, DTE
forecasted that electricity sales to supermarkets from 2015 to 2040 would

experience a CAGR of negative 2.5 percent.1® Additionally, in the workpaper from

12 Ex. AG-8, p 18.

13 Id.

14 (594.4/1,148.8)"(1/12) — 1 = -.0530.
15 Ex. AG-8, p 18.

16 Ex. AG-10, p 6.

17 1d.

18 Id.



U-18419, DTE forecasted sales to supermarkets of 312.9 GWh in 2040, while in the
equivalent worksheet in this case, DTE forecasted sales to supermarkets of 612.3
GWh in 2040. That discrepancy represents an increase in forecasted values of more
than 95 percent.1® This is another example of DTE’s inconsistent forecasting
methods, which create a weaker forecast and call into question DTE’s results.

Finally, the AG would like to point out that DTE’s use of a CAGR in some of
the models is inappropriate. Exhibit AG-8, page 20 is entitled “RESTRNT.” As
noted in the workpaper, DTE’s forecast of increasing electricity sales to restaurants
1s based on a CAGR of 0.05 percent as measured from 1993-2016.20 Also as laid out
in the workpaper, 2016 saw the lowest Company sales to restaurants since 1993.21
The workpaper shows that DTE has seen decreasing sales to restaurants
consistently, year over year, since 2009. This makes the Company’s use of a CAGR
to predict increasing sales completely inappropriate and further underscores the
lack of robustness of DTE’s forecasting methodology as discussed in the Company’s
brief.22

As noted before, the AG recommends that the Commission direct DTE to

better document changes in its forecast from year to year and provide specific,

19 (612.3-312.9)/312.9 = 0.956.
20 Ex. AG-8, p 20.

21 Id.

22 DTE Initial Brief, pp 43-45.
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detailed reasons for any changes to better aid the Commission and intervenors in
understanding DTE’s process.

The second forecasting issue that the AG has with DTE’s brief is the
Company’s argument that Dr. Dismukes’ EV forecast is understated. In its initial
brief, the Company does not provide much detail, but in summary argues that Dr.
Dismukes’ alternative EV forecast is too low.23 DTE provides the sentence, “[t]he
Company thought it most reasonable to take a moderate approach designed to
neither overestimate nor underestimate growth in electric vehicles.”24 Statements
like that are completely unhelpful and are designed to pit intervenors against each
other and thus distract the Commission, rather than focusing on what reasonable
forecasting would be. What that statement says, in essence, is that the Company’s
forecasting approach in this area was based on a goal of neither overestimating nor
underestimating growth in EVs. That sets up the alternative of an approach that is
based on a goal of overestimating or underestimating EV sales, something the
Company appears to be implying that both Dr. Dismukes and ELPC witness
Woychik did. Obviously parties to this case are not overestimating or
underestimating EV sales purposefully, meaning that the Commission should
ignore that sentiment and focus on what forecasting method is the most reasonable,

regardless of where that forecast falls in the range of forecasts presented.

23 DTE Initial Brief, p 46.
24 1d.

11



In his direct testimony, Dr. Dismukes noted that DTE’s load forecast includes
growth in EVs of 3,167% by 2035.25 In rebuttal, Company witness Leuker stated
that such a forecast is not unreasonable.2¢6 3,167% growth means that by 2035,
there would be nearly 33 times the current number of EVs on Michigan roads. This
implies an annual compound growth rate in the number of EVs on Michigan
roadways of 21% each year. Assuming people purchase vehicles once every five
years, or more likely once a decade, the implied growth rate of the sale of EVs would
be much higher than 21% each year. Assuming that that growth in sales of EVs is
50% each year, that means that sales of EVs would double every two years,
meaning that after 18 years, annual sales of EVs would be 512 times the level of
current sales.2” As further discussed in the AG’s initial brief, DTE’s forecasting
method of applying a quadratic extrapolation to historic and projected short-term
EV sales is not appropriate, especially given that Michigan has not seen the same
rate of EV adoption as other states.28

Ultimately, as laid out in her initial brief, the AG recommends that the
Commission reject DTE’s sales forecast and adopt an alternative forecast, as

presented in Exhibit AG-4.29 This forecast incorporates an adjustment to EV-

25 Direct Testimony of David Dismukes, p 22.
26 Rebuttal Testimony of Markus Leuker, p 19.
27 Q*QHQFQ*QFQ*2*2*2 = 512,

28 Attorney General Initial Brief, pp 26-28.

29 1d., p 20-28.
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related energy sales, which results from using the EIA Annual Energy Outlook’s EV
forecast through 2040.3° The AG further recommends that the Commission conduct
a review of DTE’s forecasting process to ensure that DTE’s future load forecasts
follow common industry techniques and best practices. The Company should
1mplement out-of-sample forecast validation in selecting its forecast models.3! The
Company should also document and justify any changes in its model from one year

to the next.

III. Distribution and Transmission Planning

The AG would like to reply to some of the discussion by DTE and other
parties on distribution and transmission planning.32 In its initial brief, DTE
discusses its communications with ITC, as well as intervenor suggestions to rely on
1mported capacity.33 As a preliminary, general matter, the AG notes that this topic

1s becoming increasingly important34 and the AG urges the Commission to carefully

30 Id., p. 29.

31 Out-of-sample forecast validation involves measuring the ability of the model to
predict known values when those values are excluded from the data used to
estimate the model, and better aligns the choice of model to forecasting unknown
future observations.

32 See e.g., DTE Initial Brief, pp 71-78.
33 1d., pp 72-73.

34 The AG requests that the ALJ and Commission take administrative notice of the
November 7, 2019 letter (Attached as Appendix A) sent from the Commission to Mr.
John Bear, CEO of MISO, requesting that MISO conduct a study to help Michigan
better understand the effects of increasing the CIL and Capacity Export Limit into
and out of Zone 7.

13



consider the information and evidence and work to chart a path forward that makes
sense for Michigan and for utility ratepayers. While the AG has not presented
expert testimony specifically on the full breadth of these topics yet, it is becoming
apparent that this area deserves additional scrutiny and thought.

In her initial brief, the AG did discuss issues related to asset ownership and
DTE’s proposals for ownership of future generation, which plays into this topic.35
Part of this analysis is an exploration of how to increase transmission capabilities
and/or imports of energy into DTE’s service territory, Zone 7 of MISO. At a high
level, decreasing the local clearing requirement (LCR) would allow for more
electricity imports into Zone 7, which in turn should keep costs lower for customers
and increase reliability. This represents a two-step process, where step one is to
decrease the LCR and step two is for DTE to seek to enter into more bilateral
agreements with out-of-region providers for long-term contracts for increased
imports. That said, the AG understands that there are other considerations that
must be taken into account before making final decisions.

In its initial brief, DTE focuses on the testimony and cross-examination back
and forth between MEC/NRDC/SC witnesses Fagan and Osborn and Company
witnesses Burgdorf and Hunnell.36 The AG replies that, throughout this discussion

and its proposals, DTE fails to comply with statutory requirements with regard to

35 Attorney General Initial Brief, pp 29-35.
36 DTE Initial Brief, pp 73-78.
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the effective capacity import limitation (ECIL). On page 8 of his direct testimony,
Company witness Burgdorf discusses ECIL for MISO Zone 7 for Planning Year
2019/2020.37 He states that the ECIL for planning year 2019/2020 is 164 MW based
on preliminary MISO Planning Resource Auction (PRA) data published on March
22 of 2019.38 From page 12, lines 15-18 of Mr. Burgdorf’s testimony, it is clear that
this only applies to planning year 2019/2020.

At that same spot on page 12 of his direct testimony, Mr. Burgdorf
summarizes the position of witness Hunnell, that DTE does not believe that current
ECIL or capacity import limitation (CIL) will change significantly in the near-term
future.3® He then defines “near-term future” as planning years 2020/2021 and
2021/2022, or effectively the next three years.49 On page 13 of Mr. Burgdorf’s direct
testimony, he presents a table that shows projections for planning years 2019/2020
through 2021/2022. In these projections, DTE finds a consistent CIL of 3,211 MWs
for each year.41

Page three of exhibit AG-11 contains a response to discovery request

MECNRDCSCDE-2.16d, specifically a tab entitled “Capacity prices Z7 (rev).” In

37 Direct Testimony of Shawn Burgdorf, p 8.
38 Id.

391d., p 12.

40 Td.

411d., p 13.
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that tab, there is a column titled “CIL,” that shows the previously identified 3,211
MWs for year 2019.42 That amount continues through 2040.43

It is important to compare this to Charles Marshall’s direct testimony on
behalf of ITC. In his testimony, Mr. Marshall argues that, based on the recent
MISO PRA for 2019/2020, Michigan does not have adequate import capabilities.44
Witness Marshall goes on to state that

ITC believes the best solution to increase the import capability into the

State is an extra-high (“EHV”) transmission system linking geographically

remote regions. As Michigan moves toward a future electric system that is

defined by dynamic system flows that rely heavily on intermittent resources

and a dispatchable generation fleet fueled chiefly by natural gas, an EHV

transmission system will provide stability and accessibility that will

ensure that customers’ expectations and demands are met reliably.45

As laid out in his direct testimony, witness Marshall discusses the possibility
of increasing the import capability into Michigan. Relatedly, MCL 460.6t(5)(h)
reads

(5) An integrated resource plan shall include all of the following:

... (h) An analysis of potential new or upgraded electric transmission options
for the electric utility.

Importantly, this means that DTE’s unwillingness to consider and present

expanded electric transmission options is both unreasonable and contrary to the

42 Ex. AG-11, p 3.

43 1d.

44 Direct Testimony of Charles Marshall, p 5.
45 1d., p 8.
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statutory language. Accordingly, DTE’s argument in its brief that it would “be
imprudent to plan on importing any significant capacity external to Zone 7 to meet
long-term resource adequacy requirements” neglects to follow the clear statutory
mandate. Such an attitude also displays a closed-minded approach that forecloses
options that could be beneficial to customers, apparently based on DTE’s desire to
build and/or own generation resources, as opposed to purchasing capacity.4¢ The
AG recommends that the Commaission take special note of this issue and the ways

that the different options affect customers.

IV. River Rouge Concerns

In its initial brief, DTE discusses the Company’s retirement analysis of its
River Rouge Power Plant and its decision to extend that timeline to 2022 while
powering the plant on industrial gasses.4” In its initial brief, MEC discusses this
decision at length, noting that continued operation of River Rouge would result in
an increase in harmful emissions*8 and would be uneconomic to continue to
operate.4 In reply, the AG notes that she shares MEC’s concerns in this area and
agrees that the Company has failed to demonstrate that the proposed extension of

the life of River Rouge 3 on industrial waste gas is reasonable, prudent, or in the

46 DTE Initial Brief, pp 88-93.
47 1d., pp 59-60.

48 MEC Initial Brief, pp 14-16.
49 Id., pp 99-105.

17



best interest of customers. Extending the life of River Rouge 3 would be
unreasonable and imprudent environmentally and health-wise for those
communities surrounding the plant, and economically unreasonable and imprudent

for all DTE customers.

RELIEF REQUESTED

The Attorney General respectfully requests that the Administrative Law
Judge issue a proposal for decision that is consistent with the positions set forth in
the Attorney General’s initial brief and this reply brief. Based on what the AG and
other intervenors have presented in their briefs, the AG recommends that the
Commission deny DTE’s IRP, unless modifications, and in some places wholesale
changes, are made based on the information, evidence, and arguments of the AG
and intervenors.

Respectfully submitted,

Dana Nessel
Attorney General
Digitally signed by
Joel Kingraessronns
16:30:30 -05'00'
Joel B. King (P81270)
Assistant Attorney General
Michigan Department of Attorney
General, Special Litigation Division
525 W. Ottawa Street
P. O. Box 30755
Lansing, MI 48909
(517) 335-7627
KingJ38@michigan.gov

Dated: November 15, 2019
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STATE OF MICHIGAN

GRETCHEN WHITMER DEPARTMENT OF LICENSING AND REGULATORY AFFAIRS ORLENE HAWKS
GOVERNOR PUBLIC SERVICE COMMISSION DIRECTOR
TREMAINE L. PHILLIPS SALLY A. TALBERG DANIEL C. SCRIPPS
COMMISSIONER CHAIRMAN COMMISSIONER

November 7, 2019

Mr. John Bear

Chief Executive Officer

Midcontinent Independent System Operator
720 City Center Drive

P.O. Box 4202

Carmel, IN 46082-4202

Dear Mr. Bear,

The October 17, 2019 letter from Governor Gretchen Whitmer and the Michigan Public Service
Commission (MPSC) referenced the MPSC’s Statewide Energy Assessment recommendation to
conduct additional analyses to increase the import capability for MISO’s Local Resource Zone 7,
covering the majority of Michigan’s Lower Peninsula. Additional import capacity could help
Michigan access diverse and economical supplies of power, assist with reliability and resiliency
during emergency conditions, and meet MISO’s annual resource adequacy requirements,
particularly with respect to the zone’s ability to meet the MISO local clearing requirement
(LCR). As you know, Michigan is experiencing a significant number of power plant retirements
and has the potential to be short of meeting the LCR in MISO’s upcoming MISO Planning
Resource Auction (PRA) based on MISO’s loss of load expectation study.

Accordingly, the MPSC requests that MISO conduct a study to help the State of Michigan better
understand the effects of increasing the Capacity Import Limits (CIL) and Capacity Export
Limits (CEL) into and out of Local Resource Zone 7. This would augment MISO’s research of
Zone 7 in a current “Out-Year CIL-CEL Study Scope,” which examines changes in import and
export limits based on generation fleet changes but does not consider ways to expand the limits.

We consider MISO’s regional planning and modeling expertise as necessary and invaluable to us
as we look to determine whether and how Michigan is able to meet reliability goals going
forward, including evaluating the potential costs and benefits of increased import and export
limits in Zone 7.

Many fundamental characteristics of the Bulk Electric System have evolved over the last five
years and change to the system is expected to accelerate. With projected capacity constraints in
Zone 7, it is critical for Michigan to explore increasing its import and export limits. Specifically,
we would like to better understand transmission solution options available to increase the limits
into and out of Zone 7 in the near and long term.

LARA is an equal opportunity employer/program.
Auxiliary aids, services and other reasonable accommodations are available upon request to individuals with disabilities.
7109 W. SAGINAW HIGHWAY e P.O. BOX 30221 « LANSING, MICHIGAN 48909 ¢ www.michigan.gov/mpsc e 517-284-8100



Mr. John Bear
November 7, 2019
Page 2

Our first request is for MISO to analyze increasing the CIL and CEL in the near term at smaller
increments such as 500 MW and 1,500 MW. The goal is to determine the infrastructure needed
to accommodate cost-effective increases in the near term, with corresponding costs and benefits
to Zone 7 and other Zones as applicable. Second, we seek to understand what types of projects
could facilitate an increase in the CIL and CEL in Zone 7 by larger increments over the next
decade to accommodate additional renewable energy and other changes in the generation mix.
This may include additional high voltage infrastructure coming into Zone 7, as well as an
estimate of corresponding costs and benefits. We would also like to understand how the costs of
any projects proposed to increase the CIL and CEL would be allocated under the current MISO
tariff, as well as explore other cost allocation methodologies that could be beneficial to
furthering the development of transmission projects to increase the CIL and CEL for Zone 7.

We appreciate your consideration of this request and are open to addressing this request in a
suitable MISO stakeholder forum, such as the MTEP, if the timing allows or addressing this
request through a stand-alone process. Given the rapid changes occurring in the energy industry
and the long lead time for infrastructure planning and development, we have a sense of urgency
and look forward to collaborating with MISO on this request. In order to accomplish this
request, the MPSC stands ready to address any open questions and technical support from our
Staff. Thank you for your assistance.

Sincerely,
Sally Talberg Dan Scripps Tremaine Phillips
Chairman Commissioner Commissioner

cc: Melissa Seymour
Carmen Clark
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